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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 1341 %%

| NTRODUCED BY WAGNER, O PAKE, MELLOW STACK, KUKOVI CH, WOXZNI AK,
LOGAN, MUSTO, STQUT, KASUNI C, TARTAG.I ONE, SCHWARTZ, EARLL
BOSCOLA, KI TCHEN, BODACK, HUGHES, COSTA, FUMO, C. WLLI AMS,
LAVALLE AND A. WLLIAMS, MARCH 19, 2002

REFERRED TO AG NG AND YOUTH, MARCH 19, 2002

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,”
further providing for excessive pharnaceutical price
inflation discount.
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The General Assenbly of the Conmonweal th of Pennsyl vani a

her eby enacts as foll ows:

Section 1. Section 706 of the act of August 26, 1971

(P.L.351, No.91), known as the State Lottery Law, added Novenber

1996 (P.L.741, No.134), is anended to read:

Section 706. Excessive pharmaceutical price inflation discount.

(a) GCeneral rule.--A discount shall be provided to the

departnment for all covered prescription drugs. The di scount

shal|l be cal cul ated as foll ows:

(1) For each quarter for which a rebate under section
705(a) and (b) is to be paid after Decenber 31, 1991, and

before January 1, 1997, the average manufacturer price for



1 each dosage formand strength of a covered prescription drug
2 shall be conpared to the average manufacturer price for the
3 same formand strength in the previous cal endar year, and a
4 per cent age i ncrease shall be cal cul at ed.

5 (2) For each quarter under paragraph (1), the average

6 percentage increase in the Producer Price Index for

7 Phar maceuti cal s over the sanme quarter in the previous

8 cal endar year shall be cal cul at ed.

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

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

14 (i1i) the total nunber of units of each dosage form
15 and strength rei nbursed by PACE and General Assistance
16 and the average nmanufacturer price reported by the

17 manuf act urer under section 704(c)(1).

18 (b) Revised general rule.--A discount shall be provided to
19 the departnment for all covered prescription drugs. The di scount
20 shall be calculated as follows:

21 (1) For each quarter for which a rebate under section
22 705(a) and (c) is to be paid after Decenber 31, 1996, and
23 before January 1, 2003, the average manufacturer price for
24 each dosage formand strength of a covered prescription drug
25 shall be conpared to the average manufacturer price for the
26 same formand strength in the previous cal endar year and a
27 per cent age i ncrease shall be cal cul at ed.

28 (2) For each quarter under paragraph (1), the average
29 percentage increase in the Consunmer Price |Index-U ban over
30 the sane quarter in the previous cal endar year shall be
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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 gnat ed
pharmaceuti cal progranms and the average nmanufacturer
price reported by the manufacturer under section

704(c)(1).

(b.1) Discount after Decenber 31, 2002.--A discount shall be

provided to the departnent for all the covered prescription

drugs. The di scount shall be cal cul ated as provi ded under this

subsection. For each quarter for which a di scount specified in

this subsection for a rebate under section 705(a) and (c) is

paid after Decenber 31, 2002, with respect to each dosage form

and strength rei nbursed by PACE, PACENET and desi gnat ed

phar naceuti cal prograns:

(1) the anmpbunt shall be increased by an anpbunt equal to

t he product of:

(i) the total number of units of each dosage form

and strength rei nbursed by PACE, PACENET and desi gnat ed

phar maceuti cal prograns, for which paynent was nade under

section 705(a) and (c) for the rebate period; and

(ii) the ampunt, if any, by which the average

manuf acturer price for the dosage form and strength of

the drug for the period, exceeds the average manufacturer

price for such dosage formand strength for the cal endar

quarter beginning July 1, 2002, without regard to whet her
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not

or not the drug has been sold or transferred to an

entity, including a division or subsidiary of the

manuf acturer, after the first day of such quarter,

i ncreased by the percentage by which the Consuner Price

| ndex- Urban for the quarter before the quarter in which

the rebate peri od begi ns exceeds such i ndex for Septenber

(2) in the case of covered prescription drugs that have

been nmarketed before Cctober 1, 2002, the anpunt shall be

i ncreased by an anmount equal to the product of:

t hat

(c)

(i) the total number of units of each dosage form

and strength rei nbursed by PACE, PACENET and desi gnat ed

phar maceuti cal prograns, for which paynent was nade under

section 705(a) and (c) for the rebate period; and

(ii) the ampunt, if any, by which the average

manuf acturer price for the dosage form and strength of

the drug for the period, exceeds the average manufacturer

price for such dosage formand strength for the first

full cal endar quarter after the day on which the drug was

first marketed, wi thout regard to whether or not the drug

has been sold or transferred to an entity, including a

di vi sion or subsidiary of the manufacturer, after the

first day of such quarter, increased by the percentage by

whi ch the Consuner Price | ndex-Urban for the quarter

before the quarter in which the rebate peri od begi ns

exceeds such index for the nonth prior to the first nonth

of the first full calendar quarter after the day on which

the drug was first narketed.

New bi mar ket ed drugs. --For covered prescription drugs

have not been marketed for a full cal endar year, subsection
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(a) shall apply after the covered prescription drug has been on

the market for four consecutive quarters. The drug's initial

1
2
3 average manufacturer price shall be based on the first day of
4 the first quarter that the drug was marketed.

5

Section 2. This act shall take effect immediately.
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