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AN ACT
Providing for a single pharmacy benefits manager to adm ni ster
out pati ent pharmacy services provided through the nedical
assi stance program

The General Assenbly of the Conmonweal th of Pennsyl vani a

her eby enacts as foll ows:
Section 1. Short title.

This act shall be known and may be cited as the Medi cal
Assi stance Single Pharmacy Benefits Manager Act.

Section 2. Definitions.

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

"A-rated generically equivalent drug.” A drug product that
t he Conmm ssi oner of Food and Drugs of the Food and Drug
Adm ni stration has approved as safe and effective and has

determ ned to be equivalent as listed in "The Approved Drug

Products wi th Therapeutic Equival ence Eval uati ons" (Food and
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Drug Adm nistration "Orange Book"), with a specific "A" code
desi gnation only.

"Conmittee" or "DURC." The Drug Uilization Review Comrittee
created in section 5.

"Departnment.” The Departnent of Public Welfare of the
Conmonweal t h.

"DESI drug." A drug product for which Federal financial
participation is not avail able under 42 CFR 441.25 (relating to
prohi bition on FFP for certain prescribed drugs).

"Experinmental drug." A drug or product currently being
i nvestigated under an investigational or new drug application
filed with the Food and Drug Adm nistration to determne its
safety and effectiveness.

"Licensed prescriber.” A person currently licensed under the
| aw of a state to order medication for patient treatnent.

"Pharmaceuti cal manufacturer.”™ A conpany which partici pates
under the pharnmaceutical services nedical assistance program as
a manufacturer of prescription drugs, insulin, insulin needles
or insulin syringes.

"Pharmacy."” A pharmacy licensed by the Commonweal t h.

"Pharmacy benefits manager” or "PBM" An entity under
contract with the Departnment of Public Welfare to adm nister the
departnental programto provide outpatient pharnmacy services to
el i gi bl e medi cal assistance recipients.

"Pharnmacy services." Medically necessary prescription drugs
and ot her pharnacy services furnished directly to eligible
reci pients by pharnmacies enrolled as providers in the nedical
assi stance program

"Prescription drug.” A drug requiring a prescriptionin this

Commonweal th, insulin, insulin syringes and insulin needles.
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Experimental drugs or drugs prescribed for winkle renoval or
hair grow h are excl uded.

"Prior authorization.” A procedure established by the
Department of Public Welfare under which the delivery of a
pharmacy service is either conditioned upon or del ayed by a
prior determ nation by the departnent or its agent that an
eligible medical assistance recipient is eligible for a
particul ar pharmacy service, that there is nmedical necessity for
a particular pharmacy service or that a particul ar pharnmacy
service is suitable to a particular recipient.

"Provider." A pharmacy or |icensed prescriber who has signed
an agreenment with the Departnment of Public Welfare to
participate in the nmedical assistance program

"Recipient.” A person determined to be eligible for nedical
assi stance pharmacy servi ces.

"Whol esaler.” A licensed person or entity within this
Commonweal th which legally purchases pharmaceuticals for resale
or distribution to persons other than recipients or consumners.
Section 3. Single nedical assistance pharmacy benefits nmanager.

The departnent shall adm nister a single pharnmacy benefits
manager programfor all eligible nmedical assistance recipients.
To that end, no later than 90 days fromthe effective date of
this section, the departnment shall issue a request for proposal
for a three-year contract with a pharmacy benefits manager to
adm ni ster outpatient pharmacy services for recipients. The
proposal shall require the PBMto perform prospective,
concurrent and retrospective drug utilization review and
education of licensed providers and benefit recipients. No
person, partnership, corporation or entity which holds a 5% or

greater interest in one or nore pharnacies, a chain of
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phar maci es, a pharnmaci sts associ ation, an organi zati on of
phar maci es, a drug whol esal er or drug manufacturer and no
person, partnership, corporation or entity in which one or nore
phar maci es, a chain of pharnmacies, a pharmaci sts association, an
or gani zati on of pharmaci es, a drug whol esal er or drug
manuf acturer has a 5% or greater interest shall be considered
eligible to bid. Such contract shall be executed within six
nonths fromthe effective date of this section
Section 4. Pharnmacy benefits manager functions.

(a) Requirenents.--The departnent shall require the PBMto:

(1) Develop and update a fornulary of drugs with the
advice of the DURC utilizing disease and care managenent.

(2) Manage a drug fornul ary.

(3) Ensure that any pharmacy licensed in this
Commonweal th is eligible to provide pharnmacy services in this
program according to those regulations in effect on the
effective date of this section regulating pharmacy providers
participating in the fee-for-service program of the nedical
assi stance program of the departnent.

(4) Negotiate drug rebates with nmanufacturers.

(5) In accordance with the act of Novenber 24, 1976
(P.L.1163, No.259), referred to as the Generic Equival ent
Drug Law, make provisions for generic substitutions and
require pharmacists to disclose any affiliation with a
generic manufacturer.

(6) Provide for prospective drug utilization review
whi ch precludes overriding alerts without intervention.

(7) Provide for prior authorization in accordance wth
departnmental regulations.

(8) Provide for prospective and concurrent and

20010S0199B0206 - 4 -
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retrospective drug utilization review to ensure that
prescriptions are appropriate, nedically necessary and not
likely to result in adverse nedical results and to educate
providers and recipients and to correct and report

m sutilization and abuse by |licensed prescribers and

reci pients and provide for fraud and abuse audits,
coordinating its activities with the departnent to support
conpliance with applicable | aws and regul ati ons.

(9) Educate providers on di sease and care managenent.

(10) Provide educational materials for recipients on
di sease and care managenent.

(11) In accordance with the provisions of the Omibus
Budget Reconciliation Act of 1990 (Public Law 101-508, 104
Stat. 1388), bill, recoup and relay to the depart nent
manuf acturers' drug rebates and excessive consuner price
i nflation discounts and resol ve disputes, as defined in the
Omi bus Budget Reconciliation Act of 1990.

(12) Adjudicate clainms through a Statew de point-of-sale
el ectronic verification and clains processing system which
will allow for intervention upon receipt of a prospective
drug utilization review alert and will allow for an energency
supply of prescribed nedication in the event of equipnent
failures.

(13) Create an audit and recoupnment system for providers
and recipients, and third-party nedi cal resources.

(14) Reinburse pharnacies on a fee-for-service basis.

(15) Provide adm nistrative support for the departnent's
appeal s process for providers and recipients.

(b) Preparation of a fornulary.--The PBM with the advice of

the Drug Utilization Review Commttee created in section 5,
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shall prepare a fornulary of drugs and, in accordance with the
CGeneric Equival ent Drug Law, include generically equival ent
drugs to be used in the pharmacy services program In eval uating
drugs for the forrmulary, the PBM shall consider their

t herapeutic efficacy and take into consideration all discounts,
rebates or other concessions provided by manufacturers. The
formul ary nust indicate that drugs will not be reinbursed if
they are experinental or on the Drug Efficacy Study

| npl emrentation |ist (DESI) prepared by the Health Care Fi nancing
Adm ni stration. The formulary shall provide for a nedical
exception for a drug on the latter list upon a handwitten
declaration of its necessity on the prescription by the treating
prescri ber.

(c) Conflict of interest.--1n developing the fornmulary, the
single PBM shall denonstrate howit will avoid a conflict of
interest with any pharnmaceuti cal nmanufacturer, whol esal er or
drug store chain that holds a |l ess-than-5%interest in the PBM
or in which the PBM has a | ess-than-5% i nterest and shal
indicate howit will prevent the sharing of nonpublic
i nformati on concerni ng other drug manufacturers' bids,
proposal s, contracts, prices, rebates or discounts.

(d) Considerations.--In preparing and managi ng the
formul ary, the PBM shall ensure that it will consider al
di scounts, rebates or other concessions offered by
manuf acturers, drug chains or whol esal e drug conpani es.

(e) Changes to the formulary.--Upon maeki ng changes to the
formulary the PBM shall allow a benefit recipient to continue to
receive a drug which is part of an ongoing treatnment reginmen for
a period of up to 60 days.

Section 5. Drug Utilization Review Conmttee (DURC).

20010S0199B0206 - 6 -
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(a) Creation of Drug Uilization Review Comrittee.--The
department shall require the PBMto create a Drug Utilization
Revi ew Commi tt ee.

(b) Conposition and nunber.--The comrittee shall be
conprised of nine nenbers, five of whom shall be actively
practicing physicians licensed in this Cormonweal th and four of
whom shal | be actively practicing pharmacists licensed in this
Commonweal th. None of the nmenbers may hold a 5% or greater
interest in the PBM its parent conpany or conpanies, or in a
conpany or conpani es owned by the PBM

(c) Quality of care.--

(1) The DURC shall develop a systemthat provides
prospective, concurrent and retrospective review of drug
utilization to ensure that pharnmacy services provided are or
were appropriate and nmedically necessary and not likely to
result in adverse nedical results. The review program shal
be designed to educate licensed prescribers and pharnmacists
as provided in paragraph (4) on the proper utilization of
drugs in disease and care managenent. In review ng drug
utilization, the commttee shall assess data on drug use
agai nst predeterm ned standards consistent with the American
Hospital Formulary Service Drug Information, the United
St at es Phar macopei a- Drug | nformati on, American Medi cal
Associ ation Drug Eval uations or peer-reviewed nedi cal
literature

(2) The conmttee shall develop a systemto utilize the
conpendia and literature referred to in paragraph (1) as its
source of standards to screen for potential drug problens
before a prescription is filled or delivered to a recipient.

Prospective drug use review shall include consultation with
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1 reci pi ents by pharnaci sts.

2 (3) The department and the PBM shall provide data to the
3 commttee, through nechani zed drug cl ai ns processing and

4 retrieval systens, for the ongoing periodic exam nation of

5 clainms data and other records in order to identify patterns
6 of fraud, abuse, gross overuse or inappropriate or nmedically
7 unnecessary care anong |icensed prescribers, pharnmacists and
8 reci pients or associated with specific drugs or groups of

9 drugs. The committee shall, on an ongoi ng basis, assess data
10 on drug use against explicit predeterm ned standards using
11 the conpendia and literature referred to in this subsection
12 and to introduce, as necessary, renedial strategies to

13 i nprove the quality of care and to conserve program funds or
14 pati ent expenditures.

15 (4) The conmittee shall, using drug use data on conmon
16 t herapy probl ens, devel op active and ongoi ng educati onal

17 outreach prograns to dissemnate infornmation to providers on
18 common drug therapy problenms with the aimof inproving

19 prescribing or dispensing practices. The educati onal prograns
20 shall include interventions for providers targeting therapy
21 probl ens or individuals identified in the course of
22 retrospective drug reviews. The commttee shall reeval uate
23 interventions fromtinme to tinme to determne if the
24 i nterventions were successful in inproving the quality of
25 drug therapy and shall nake nodifications as necessary.
26 I ntervention prograns shall include:
27 (1) Information dissem nation sufficient to ensure
28 the ready availability to providers of information
29 concerning the commttee's duties, powers and basis for
30 its standards.
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(i) Witten, oral or electronic rem nders
cont ai ni ng patient-specific and/or drug-specific
i nformati on and suggested changes in prescribing or
di spensi ng practices, communi cated in a manner designed
to ensure the privacy of patient-related information.
(1i1) Use of face-to-face discussions between health
care professionals who are experts in rational drug
t herapy and sel ected prescribers and pharnaci sts who have
been targeted for educational intervention, including
di scussi on of optimal prescribing, dispensing or pharmnmacy
care practices and foll owup face-to-face di scussions.
(iv) Intensified review or nonitoring of selected
prescribers or dispensers.

(d) Corrective actions.--Should |Iicensed prescribers or
recipients continue to msutilize drugs or abuse the system the
commttee shall provide information to the departnent for
corrective action. In the case of prescribers, the commttee
shall submt a report and reconmendations to the departnment for
appropriate action. The departnent shall informthe PBM and the
appropriate Conmonweal th |icensing body of any final
adm ni strative sanctions.

(e) Nonliability.--Any person rendering service as a nenber
of a utilization review commttee for this program shall not be
liable for any civil damages as a result of any acts or
om ssions in rendering the service as a nenber of any such
committee except any acts or om ssions intentionally designed to
harm or any grossly negligent acts or om ssions which result in
harmto the person receiving such service.

(f) Annual report.--The departnent shall require the

commttee to provide an annual report describing the commttee's

20010S0199B0206 - 9 -
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activities, including the nature and scope of the prospective,
concurrent and retrospective drug reviews, a summary of

i nterventions used, an assessnent of the inpact of these
educational interventions on quality of care and an estinate of
t he cost savings generated as a result of the program

Section 6. Rei nbursenent.

(a) GCeneral rule.--The PBM shall reinburse pharmacies on a
fee-for-service basis, using fornulas established by
departnental regul ation. Pharmaci es reinbursed under this act
shall be paid at fee-for-service rates no less than the rates in
effect on the effective date of this act. Pharnmacies shall be
paid within 21 days of the PBMs recei pt of appropriate
substanti ati on of the transaction. Pharmacies shall be entitled
to interest at a rate approved by the departnent for any paynent
not made within the 21-day period. The departnent shall not
rei nburse the PBM for interest paid.

(b) Copaynents. --Except for services which are excl uded
under the Commonweal t h's nedi cal assistance program a recipient
is liable for a copaynent in an anobunt set by the departnent,
and col l ection of the copaynent by pharmaci es shall be
mandat ory. The anount of the copaynent paid to pharnacy
provi ders by recipients shall be deducted fromthe
Commonweal t h' s nedi cal assi stance fee to pharmacy providers.
Section 7. Adm nistration by departnent.

(a) Adm nistration of contract.--The departnent shall
adm ni ster the contract with the PBM and shall promnul gate rul es
and regul ati ons, as necessary, to carry out the provisions of
this act.

(b) Provision of data.--The departnment and the PBM shal

provi de data necessary to the comrittee to devel op provider
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prescribing profiles and recipient utilization profiles to
performutilization review and di sease and care managenent

t hrough the coordi nation of health care and pharnmacy services to
ensure that recipients are receiving and conplying with

appropri ate therapies.

Section 8. Studies required.

(a) Selection of contractor.--The departnent shall select a
conpetent contractor to anal yze and conpare expenditures,
utilization rates and utilization patterns for pharnmacy services
for nedi cal assistance recipients in the nanaged care pl ans
under current contracts with the departnment and in the single
pharmacy benefits nmanagenment program established under this act.
To effectuate the purposes of this act, all participating
pharmacy providers, nmanufacturers, drug chains and whol esal ers
shall, as a condition of participation, be required to cooperate
with the departnent in preparing the required report. The
departnment shall report prelimnary findings to the President
pro tenpore of the Senate and the Speaker of the House of
Represent ati ves by Septenber 30, 2003. The departnent shal
report finally on June 30, 2004. That report shall include
recommendations to the CGeneral Assenbly on whether to continue
t he single nedical assistance pharnmacy benefits manager program
whi ch shall term nate on Decenber 31, 2004.

(b) Report.--The Legislative Budget and Fi nance Conmittee
shall evaluate and prepare a report to be submtted no |ater
t han June 30, 2004, to the General Assenbly on the single
pharmacy benefits nmanager sel ected under this act.

Section 9. Applicability.
This act shall apply to the provision of all pharmacy

benefits under the medical assistance programto eligible
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1 recipients by any managed heal th care plan, pharmaceuti cal
2 manufacturer, licensed pharmacy, chain of pharnacies or

3 whol esal er.

4 Section 10. Prohibited activities.

5 It shall be unlawful for any individual, partnership or
6 corporation to solicit, receive, offer or pay any kickback
7 bribe or rebate in cash or in-kind fromor to any person in
8 ~connection with the furnishing of services under this act.
9 Section 11. Repeals.
10 Al'l acts and parts of acts are repeal ed insofar as they are
11 inconsistent with this act.
12 Section 12. Effective date.
13 This act shall take effect in 60 days.
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