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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 1203 %5

| NTRODUCED BY CONTI, HELFRI CK, ORI E, ERI CKSON AND TOM.I NSON
NOVEMBER 8, 2001

REFERRED TO AG NG AND YOUTH, NOVEMBER 8, 2001

OCO~NOUITARWNE

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 annual inconme Iimtations for PACE and

PACENET; providing for best price for pharnmaceuticals;

establishing the Prescription Drug Access O earinghouse

Aut hority and providing for its powers and duties; providing

for the Medi care Managed Care Fair Share Program and

establishing the Medicare Participation Fund.

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

Section 1. The definition of "maxi mum annual inconme" 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), is anended to read:

Section 502. 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:
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* * %

"Maxi mum annual incone."
(1) For PACE eligibility, the termshall nean annual incone
whi ch shall not exceed [$14, 000] $15,000 in the case of single

persons nor [$17,200] $18,200 in the case of the conbi ned annual
i ncome of persons nmarried to each other. Persons may, in

reporting incone to the Departnment of Aging, round the anount of
each source of inconme and the incone total to the nearest whole
dol | ar, whereby any anount which is | ess than 50¢ is elim nated.

(2) The maxi nrum annual incone anounts under this definition

shall be increased each year after the effective date of this

par agr aph by the percentage, if any, by which the Consuner Price

I ndex for the nost recent cal endar year exceeds the Consuner

Price Index for the i medi ate precedi ng cal endar year.

* * %

Section 2. Sections 509, 515 and 519 of the act, added
Novenber 21, 1996 (P.L.741, No.134), are anended to read:
Section 509. Program generally.

The program shall include the follow ng:

(1) Participating pharmacies shall be paid within 21
days of the contracting firmreceiving the appropriate
substanti ation of the transaction. Pharmacies shall be
entitled to interest for paynment not made within the 21-day
period at a rate approved by the board.

(2) Collection of the copaynment by pharnacies shall be
mandat ory.

(3) Senior citizens participating in the program are not
required to maintain records of each transaction.

(4) A systemof rebates or reinbursenents to eligible

clai mants for pharnmaceuti cal expenses shall be prohibited.
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(5) PACE shall include a participant copaynment schedul e
for each prescription. The copaynent may increase or decrease
on an annual basis by the average percent change of
i ngredient costs for all prescription drugs, plus a
differential to raise the copaynment to the next highest 25¢
increnent. In addition, the departnment nmay approve a request
for increase or decrease in the |evel of copaynent based upon
t he financial experience and projections of PACE and after
consultation with the board. The departnent is prohibited
from approvi ng adj ustnents to the copaynent on nore than an
annual basis.

(6) The program shall consist of paynments to pharmnacies
on behalf of eligible claimants for 90% of the average
whol esal e costs of prescription drugs which exceed the
copaynent, plus a dispensing fee of at |east $3.50 or the
di spensing fee established by the departnment by regul ation,
whi chever is greater

(7) In no case shall the Commonweal th or any person
enrolled in the programbe charged nore than the price of the
drug at the particular pharnmacy on the date of the sale.

(8) Paynents for multiple source drugs, neeting the

criteria set forth in 42 CF.R 447.332 (relating to upper

limts for nmultiple source drugs) and § 1927(e) of the Soci al

Security Act (49 Stat. 620, 42 U S.C. § 301 et sed.), nust

not exceed an anobunt based on the limt per unit which the

Health Care Fi nanci ng Adm ni strati on has deternmi ned to be

equal to 150% applied to the |owest price listed, in package

sizes of 100 units, unless otherwi se noted, in any of the

publ i shed conpendi a of cost informati on of drugs.

30 Section 515. Rei mbur senent .
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[For-profit] Health nmaintenance organi zations, for-profit

third-party insurers and not-for-profit prescription plans shal

be responsible for any paynents made by the programto a

provi di ng pharmacy or di spensi ng physi ci an on behalf of a

cl ai mant covered by such a third party.
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 Pharmaceuti cal
Assi stance Contract for the Elderly Needs Enhancenent Tier
( PACENET) .

(b) PACENET eligibility.--A claimant with an annual incone
of not less than [$14, 000] $15,000 and not nore than [$16, 000]

$17,000 in the case of a single person and of not |ess than

[$17,200] $18,200 and not nore than [$19,200] $20,200 in the
case of the conbined incone of persons married to each other
shall be eligible for enhanced pharmaceuti cal assistance under
this section. A person may, in reporting inconme to the
departnent, 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.

(c) Deductible.--Upon enrollnment in PACENET, eligible
claimants in the incone ranges set forth in subsection (b) shal
be required to nmeet [an annual] nonthly deductible in
unr ei nbursed prescription drug expenses of [$500] $40 per
person. To qualify for the deductible set forth in this
subsection the prescription drug nust be purchased for the use
of the eligible claimant from a provider as defined in this

chapter. The departnent, after consultation with the board, nmay

approve an adjustnment in the deductible on an annual basis.

2001051203B1508 - 4 -
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(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:
(1) 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.

(e) Annual increase in eligibility limts.--The maxi num

annual i ncone anounts for PACENET eliqgibility under subsection

(b) shall be increased each year after the effective date of

this subsection by the percentage, if any, by which the Consuner

Price I ndex for the nost recent cal endar year exceeds the

Consuner Price Index for the i medi ate precedi ng cal endar year.

Section 3. The act is anmended by addi ng chapters to read:

CHAPTER 7-A

BEST_NEGOTI ATED PRI CE FOR PHARMACEUTI CALS

Section 701-A. Short title of chapter.

This chapter shall be known and nay be cited as the Best

Price for Pharnaceuticals Act.

Secti on 702-A. Definitions.

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

shall have the neanings given to themin this section unless the

context clearly indicates ot herw se:

"A-rated generically equivalent drug." A drug product that

t he Conm ssi oner of Food and Drugs of the Food and Drug

Admi ni strati on has approved as safe and effective and has

deternmined to be equivalent as listed in "The Approved Drug

Products wi th Therapeuti c Equi val ence Eval uati ons" (Food and

Drug Admini stration "Orange Book"), with a specific "A" code

2001051203B1508 - 5 -
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desi gnati on only.

"Committee." A druqg utilization review commttee forned in

accordance with secti on 705-A.

"DESI drug." A drug product for which Federal financi al

participation is not avail able under 42 CFR 441.25 (relating to

prohi bition on FFP for certain prescri bed drugs).

"Experi nental druqg." A drug or product currently being

i nvesti gated under an investigati onal or new drug application

filed with the Food and Drug Admini stration to determne its

safety and effecti veness.

"Li censed prescriber." A person currently |licensed under the

|l aw of a state to order nedication for patient treatnent.

"PACE." As defined in section 502.

"PACENET." As defined in section 502.

"Participant." A person who receives pharnmacy services from

PACE or PACENET.

"Phar maceuti cal nmanufacturer." A nmanufacturer of

prescription drugs, insulin, insulin needles or insulin

syringes.
"Pharmacy." A pharnacy |licensed by the Commpnweal t h.
"Phar macy services." Medically necessary prescripti on drugs

and ot her pharmacy services furnished directly to eliqgible

parti ci pants by pharmaci es.

"Prescription drug." A drug requiring a prescriptionin this

Commpnweal th, insulin, insulin syringes and insulin needles.

Experi nental drugs or drugs prescribed for winkle renoval or

hair growh are excl uded.

"Prior authorization." A procedure established by the

Secretary of Agi ng under which the delivery of a pharnacy

service is either conditioned upon or del ayed by a prior

2001051203B1508 - 6 -
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deternmination by the Secretary of Aging or his agent that a

person is eligible for a particul ar pharnmacy service, that there

is nedical necessity for a particul ar pharnacy service or that a

particul ar pharnacy service is suitable to a particul ar

parti ci pant.

"Private contracted entity." An entity under contract with

the Secretary of Aging to adnmi ni ster PACE and PACENET.

"Provider." A pharnacy or |icensed prescriber who provides

pharmacy services to a PACE or PACENET recipi ent.

"Secretary." The Secretary of Agi ng of the Conmobnweal t h.

"Whol esaler.”" A licensed person or entity within this

Commpnweal th which | egally purchases pharnmaceuticals for resale

or distribution to persons other than reci pients or consuners.

Secti on 703-A. Pri vate contracted entities.

(a) Adnministration.--The secretary shall adm nister a

phar macy benefits managenent program for all partici pants.

(b)Y Request for proposal.--Not |ater than 90 days fromthe

effective date of this chapter, the secretary shall issue a

request for proposal for a three-year contract with four private

contracted entities to adnm ni ster pharnacy services for

parti ci pants Statew de.

(c) Requirenents.--The proposal shall require the private

contracted entities to perform prospective, concurrent and

retrospective drug utilization review and educati on of providers

and parti ci pants.

(d) Criteria.--The selection process shall include criteria

desi gned to choose the private contracted entities best able to

provide a prescription drug benefit programfor participants in

a way that maxi m zes savings for the Conmmpbnweal th and

partici pants without reducing the quality of prescription drug

2001051203B1508 - 7 -
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benefits now being provided to the partici pants. The sel ecti on

process shall also include criteria desi gned to choose those

private contracted entities that offer partici pants choi ces

anong prescription drug benefits with different fornul ary

opti ons and cost-shari ng arrangenments.

(e) Decision.--All participants may choose the private

contracted entity of their preference for the delivery of their

phar macy services. Each private contracted entity shall nmke

avai lable information to all potential participants so an

i nforned deci sion may be nade. Participants shall have the

opti on of changi ng the private contracted entity at their

di scretion in an open enrol |l nent period every 12 nonths.

(f) Execution.--The contracts under this section shall be

executed within six nonths fromthe effective date of this

Secti on 704- A Private contracted entity functions.

(a) Requirenents.--The secretary shall require each private

contracted entity to:

(1) devel op and update a fornmulary of drugs with the

advice of its conmttee utilizing di sease and care

managenent. Fornul ary opti ons may i ncl ude an open formnul ary,

closed fornulary or a nodified closed fornulary with an

opportunity for substitution upon prior authorization;

(2) nmanage a drug fornul ary;

(3) ensure that any pharnacy licensed in this

Commpnweal th which is willing to accept the terns and

conditions of the private contracted entity is eligible to

provi de pharnmacy services according to any reqgulations in

effect on the effective date of this chapter and that

requl at e pharnacy providers:

2001051203B1508 - 8 -



© 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

(4) neqotiate drug rebates with manufacturers;

(5) in accordance with the act of Novenber 24, 1976

(P.L.1163, No.259), referred to as the Generi c Equi val ent

Drug Law, nmke provisions for generic substituti ons and

requi re pharnmaci sts to di sclose any affiliation with a

generi ¢ nmanuf acturer;

(6) provide for prospective drug utilization review

whi ch precludes overriding alerts without intervention;

(7) provide for prior authorization in accordance with

requl ati ons of the secretary;

(8) provide for prospective and concurrent and

retrospective drug utilization review to ensure that

prescri pti ons are appropriate, nedically necessary and not

likely to result in adverse nedical results and to educate

providers and partici pants and to correct and report

m sutilizati on and abuse by |icensed prescribers and

partici pants and provide for fraud and abuse audits,

coordinating its activities with the secretary to support

conpliance with applicable | aws and requl ati ons;

(9) educate providers on di sease and care nmnagenent

(10) provide educational materials for participants on

di sease and care nanagenent

(11) seek best price from pharnmaceuti cal nanufacturers

under prevailing private narket conditions;

(12) neqgotiate with drug nmanufacturers to naxi nm ze

savings to the Commbnwealth in a way that does not reduce the

qual ity of existing prescription drug services for

partici pants:

(13) adjudicate clains through a Statew de poi nt-of-sale

el ectronic verification and cl ainms processi ng system whi ch

2001051203B1508 - 9 -
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will allow for interventi on upon recei pt of a prospective

drug utilization review alert and will allow for an energency

supply of prescribed nedication in the event of equi pnent

(14) create an audit and recoupnent system for providers

and participants, and third-party nedi cal resources; and

(15) reinburse pharnacies on a fee-for-servi ce basis.

(b)Y Fornulary.--The private contracted entities, with the

advice of their commttees, shall prepare a fornul ary of drugs

and, in accordance with the Generic Equival ent Drug Law, i ncl ude

generically equival ent drugs to be used i n PACE or PACENET. In

eval uating drugs for the fornul ary, each private contracted

entity shall consider their therapeutic efficacy and take into

consideration all discounts, rebates or other concessi ons

provi ded by manufacturers. The formul ary nust indicate that

drugs will not be reinbursed if they are experinmental or on the

Drug Efficacy Study I nplenentation |list (DESI) prepared by the

Heal th Care Fi nanci ng Adm ni stration. The fornul ary shal

provide for a nedical exception for a drug on the latter |i st

upon a handwitten declaration of its necessity on the

prescription by the treati ng prescri ber.

(c) Conflicts.--In developing the fornulary, the private

contracted entity shall denpnstrate howit will avoid a conflict

of interest with any pharnmaceuti cal nmanufacturer, whol esal er or

drug store chain that holds an interest in the private

contracted entity or in which the private contracted entity has

an interest and shall indicate howit will prevent the sharing

of nonpublic informati on concerni ng other drug manufacturers'

bi ds, proposals, contracts, prices, rebates or di scounts.

(d) Considerations.--lIn preparing and nanagi ng t he

2001051203B1508 - 10 -
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formul ary, the private contracted entity shall ensure that they

will consider all discounts, rebates or other concessi ons

offered by manufacturers, drug chai ns or whol esal e drug

conpani es. In no event shall such consi derations exclude a drug

reconmended for inclusion by the commttee inits

reconmendati ons regarding the clinical basis of the fornul ary.

No fornulary or other restriction affecti ng paynent for a drug

by the program shall be adopted if it is not supported by the

clinical recommendati ons of the conmittee.

(e) Continuation.--Upon naking changes to the formul ary the

private contracted entities shall allow a participant to

continue to receive a drug which is part of an ongoi ng treat nent

regi nen until such tine as the prescri ber eval uates the nedi cal

need for the specific drug and deterni nes the clinical

suitability of a change of therapy. In no event shall a

formul ary change result in denial of a patient's access to

covered care by denial of paynent or nandatory switch of therapy

as long as previously authorized refills remain for the

prescri ption.

(f) Nonterm nation.--The private contracted entities shal

not ternm nate any contract currently in exi stence with any

agency or program whi ch cannot be favorably renegoti at ed.

Secti on 705-A. Drug utilization review conmittees.

(a) Requirenent.--The secretary shall require each private

contracted entity to forma drug utilization review conmittee.

(b) Conposition.--Each commttee shall be conprised of nine

menbers, five of whom shall be actively practicing physici ans

licensed in this Commonweal th and four of whom shall be actively

practi ci ng pharnmaci sts licensed in this Conmbnweal th. None of

the nmenbers may hold a 5% 0or greater interest in the private

2001051203B1508 - 11 -



1 contracted entity, its parent conpany or conpanies, or in a

2 conpany or conpani es owned by the private contracted entity.

3 (c) Functions.--

4 (1) The conmmittees shall develop a systemthat provides
5 prospective, concurrent and retrospective review of drug

6 utilization to ensure that pharnmacy services provided are or
7 were appropriate and nedically necessary and not likely to

8 result in adverse nedical results. The review program shal

9 be designed to educate |icensed prescribers and pharnacists
10 as _provided in paragraph (4) on the proper utilization of

11 drugs in disease and care nanagenent. In review ng drug

12 utilization, the conmttee shall assess data on drug use

13 agai nst _predeterni ned standards consistent with the Anerican
14 Hospital Fornulary Service Drug Information, the United

15 St at es Phar macopoei a-Drug I nfornmation, Anerican Medi cal

16 Associ ation Drug Eval uations or peer-revi ewed nedi cal

17 literature.

18 (2) The committees shall develop a systemto utilize the
19 conpendia and literature referred to in paragraph (1) as its
20 source of standards to screen for potential drug problens

21 before a prescription is filled or delivered to a

22 participant. Prospective drug use review shall include

23 consultation with participants by pharnmaci sts.

24 (3) The secretary and the private contracted entities
25 shall provide data to the comm ttees, through nechani zed drug
26 clains processing and retrieval systens, for the ongoing

27 periodic exanm nation of clains data and other records in

28 order to identify patterns of fraud, abuse, gross overuse or
29 i nappropriate or nedically unnecessary care anong |licensed
30 prescribers, pharnmacists and participants or associated with

2001051203B1508 - 12 -
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specific drugs or groups of drugs. The conmttees shall, on

an ongoi ng basis, assess data on drug use agai nst explicit

pr edet erni ned standards using the conpendia and literature

referred to in this subsection and to i ntroduce, as

necessary, renedial strategies to i nprove the quality of care

and to conserve program funds or pati ent expenditures.

(4) The commttees shall, using drug use data on common

t her apy probl ens, devel op acti ve and ongoi ng educati onal

outreach prograns to di ssenm nate i nfornmation to providers on

commpn drug therapy problens with the ai mof inproving

prescri bing or di spensing practices. The educati onal prograns

shall include interventions for providers targeti ng therapy

problens or individuals identified in the course of

retrospective drug reviews. The conmm ttees shall reeval uate

interventions fromtine to tine to deternine if the

i nterventi ons were successful in inproving the quality of

drug therapy and shall neke nodificati ons as necessary.

I nterventi on prograns shall include:

(i) information dissem nation sufficient to ensure

the ready availability to providers of infornmation

concerning the conm ttees' duties, powers and basis for

t heir standards;

(ii) witten, oral or electronic rem nders

contai ni ng pati ent-specific and/or drug-specific

i nformati on and suggested changes in prescribing or

di spensi ng practi ces, conmmuni cated in a nmanner desi gned

to ensure the privacy of patient-related information;

(iii) use of conmmuni cati on between health care

pr of essi onal s who are experts in rational drug therapy

and sel ected prescri bers and pharnaci sts who have been

2001051203B1508 - 13 -
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targeted for educati onal intervention, including

di scussi on of optinmal prescribing, dispensing or pharnacy

care practices and foll owup comruni cati ons; and

(iv) intensified review or nonitoring of sel ected

prescri bers or di spensers.

(5) The commttees shall, using practices and formats

generally accepted in the professional practice of pharnacy,

devel op recomrendati ons for the structure and specific

products to be included on the fornmulary. The reconmendati ons

shall be appropriate for the clinical needs of the enroll ee

popul ati on and shall be entirely i ndependent of any and al

financi al considerations that nay be rel evant to the

programl s i npl enentati on of the fornmul ary recommendati ons.

The conmittee's recommendati ons shall be consistent with the

(i) Al new drugs shall be avail abl e wi t hout

restricti on upon bei ng approved by the Federal Food and

Drug Admi ni strati on and nade avail able in the narketpl ace

until such tine as a conmttee conpletes its clinical

eval uation of the relative place of the new drug on the

formulary. A drug is considered "new' for purposes of

this subparagraph if the drug is a newly rel eased drug or

conpound that has never before been narketed or a drug

t hat has been approved by the Federal Food and Drug

Admi ni stration for a new indication or treatnent use. A

drug is "available" in the marketpl ace for purposes of

this subparagraph if the drug can be readily obtained in

commercial quantities by pharmacies in this Conmpbnweal t h.

(ii) No drug may be reconmmended for exclusion from

the fornmulary until is has been included for a period of

2001051203B1508 - 14 -
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at least 12 nonths to provide a conmttee with data

regarding its use and potential m suse in the enroll ee

popul ati on.

(iii) Any recommendation by a commttee that access

to a drug be restricted either by exclusion fromthe

formulary or by prior authorization that limts

conditions of use for a drug shall be based on conmittee

anal ysis of retrospective data using the criteria to

identify a drug whose use is likely not to be nedically

appropriate or nedically necessary or likely to result in

adverse nedi cal outcones in the enroll ee popul ati on.

(6) A conmmittee shall issue all recommendati ons

regardi ng the programfornulary in witing for at | east a 30-

day period of public inspection before they are subnmtted to

the program for adopti on and i npl enentati on.

(7) Any interested party, including, but not limted to,

physi ci ans, pharmaci sts, beneficiari es and nanuf acturers or

distributors of the drug proposed to be restricted nmay subm t

additional clinical information relevant to determ ni ng the

formulary status of the drug. All relevant clinical

i nformati on shall be considered by a conmttee before the

reconmendation is finalized and submtted to the program

(8) Any interested party, including, but not limted to,

physi ci ans, pharmaci sts, beneficiari es and nanuf acturers or

distributors of the drug proposed to be restricted nmay

request an opportunity to nake an oral presentation to the

commttee. Upon tinely receipt of a request for an oral

hearing, a commttee shall schedul e a heari ng and provi de any

interested party with an opportunity to express clinical

concerns related to the proposed fornmul ary status of such

2001051203B1508 - 15 -



© 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

drug. A conmittee shall consider the record of any hearing

prior to submtting its fornmulary reconmendation to the

(d) Msutilization.--Should |icensed prescribers or

partici pants continue to msutilize drugs or abuse the system a

comm ttee shall provide information to the secretary for

corrective action. In the case of prescribers, a conm ttee shal

submt a report and recommendati ons to the secretary for

appropri ate action. The secretary shall informthe private

contracted entity and the appropri ate Conmonweal th |i censi ng

body of any final adm nistrative sancti ons.

(e) Nonliability.--Any person rendering service as a nenber

of a commttee for this programshall not be |liable for any

civil damages as a result of any acts or oni ssions in rendering

the service as a nenber of any such conm ttee except any acts or

onmi ssions intentionally designed to harm or any dgrossly

negl i gent acts or om ssions which result in harmto the person

recei ving such servi ce.

(f) Report.--The secretary shall require the conmttees to

provi de an annual report describing the conmttees' activities,

i ncludi ng the nature and scope of the prospective, concurrent

and retrospective drug reviews, a sunmary of interventi ons used,

an assessnent of the inpact of these educational interventions

on quality of care and an estimte of the cost savi ngs gener at ed

as a result of the program

Secti on 706-A. Copaynents.

Except for services which are excl uded under the

Commpnweal th's nedi cal assi stance program a participant is

liable for a copaynment in an anpunt set by the secretary, and

coll ection of the copaynent by pharnmaci es shall be nmandatory.
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The anpbunt of the copaynent paid to pharnacy providers by

partici pants shall be deducted fromthe Commbpnwealth's fee to

phar macy provi ders.

Section 707-A. Administration of contract.

(a) Secretary.--The secretary shall adm nister the contract

with the private contracted entities and shall pronul gate rul es

and reqgul ati ons, as necessary, to carry out the provisi ons of

thi s chapter

(b) Data.--The secretary and the private contracted entities

shal|l provide data necessary to the conmttees to devel op

provi der prescribing profiles and partici pant utilization

profiles to performutilization review and di sease and care

managenent through the coordi nati on of health care and phar nacy

services to ensure that partici pants are recei ving and conpl vi ng

wi th appropri ate therapi es.

Secti on 708-A. Drug prior authorization revi ew process.

Any drug prior authorization programshall neet all of the

foll owi ng conditi ons:

(1) The program shall provi de tel ephone, fax or other

electronically transm tted authorization or denial within 24

hours after receipt of the prior authorizati on request.

(2) In an energency situation, including a situation in

whi ch a response to a prior authorization request is

unavai l able while the patient waits in the pharnmacy, a 72-

hour supply of the prescribed drug shall be di spensed and

paid for by the program

(3) A prescription will only be changed upon the orders

of the prescri ber.

Section 709-A. Studi es required.

(a) GCeneral.--
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(1) The secretary shall select a conpetent contractor to

anal yze and conpare expenditures, utilization rates and

utilization patterns for pharnmacy servi ces provided to PACE

or PACENET.

(2) To effectuate the purposes of this chapter, al

partici pati ng pharmacy provi ders, manufacturers, drug chai ns

and whol esal ers shall, as a condition of participation, be

required to cooperate with the secretary in preparing the

requi red report.

(3) The secretary shall report prelimnary findings to

the President pro tenpore of the Senate and the Speaker of

the House of Representatives by Septenber 30, 2002. The

secretary shall report finally on June 30, 2004.

(b) Report.--The Leqgi sl ati ve Budget and Fi nance Conm ttee

shal|l evaluate and prepare a report to be subnmitted no | ater

t han June 30, 2004, to the General Assenbly on the best price

f or pharmaceuti cal s program under this chapter

Section 710-A. Applicability of chapter.

This chapter shall apply to PACE and PACENET.

Section 711-A. Prohi bited activities.

It shall be unlawful for any individual, partnership or

corporation to solicit, receive, offer or pay any kickback

bri be or rebate in cash or in kind fromor to any person in

connection with the furni shing of services under this chapter.

Section 712-A. Expirati on of chapter.

This chapter shall expire Decenber 31, 2004, unl ess

reaut hori zed by the General Assenbly.

CHAPTER 7-B

PRESCRI PTI ON DRUG ACCESS CLEARI NGHOUSE AUTHORI TY

Secti on 701-B. Definitions.

2001051203B1508 - 18 -



1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

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

shal|l have the neanings given to themin this section unless the

context clearly indicates ot herw se:

"Authority." The Prescription Drug Access C eari nghouse

Aut hority established by this chapter.

"Board." The board of directors of the Prescription Drug

Access C eari nghouse Aut hority.

"Discount plan." A prescription drug di scount pl an.

"Di scount program" The Prescription Drug D scount Program

under section 707-B.

"PACE." As defined in section 502.

"PACENET." As defined in section 502.

Secti on 702- B. Est abl i shnent and duties of authority.

(a) Authority established.--The Prescripti on Drug Access

Cl eari nghouse Authority is hereby established to assist citizens

wi th accessing prescription drug services at affordabl e prices.

(b)Y Duties of authority.--The authority shall:

(1) Dissenmnate informati on and adverti se prograns that

will assist citizens with purchasing prescription drugs at a

| ower cost.

(2) Provide specific assistance to State residents to

facilitate greater participation in the PACE and PACENET

(3) Assist State residents with enrolling in prograns

such as PACE, PACENET and Medi caid and that may provide for

prescri pti on drug coverage for which they nay be eligi bl e.

(4) Assist residents of this Conmmonwealth with assessi ng

di scount programs or insurance prograns that may be of

benefit to them

(5) Performstudies to identify additi onal strategies
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1 that may help inprove access by Conmonwealth residents to

2 prescription drugs and provide appropriate reports to the

3 Governor _and Ceneral Assenbly.

4 (6) Serve as a general resource responsible for

5 pronoting the interest of residents of this Commobnweal th on
6 prescription drug access issues.

7 Section 703-B. Authority board of directors.

8 (a) Menbership.--The authority shall be governed by a 13-

9 nenber board of directors as foll ows:

10 (1) Four nenbers appointed by the Governor, one of whom
11 shal |l be a consuner representative and one of whom shall have
12 know edge of pharnaceutical benefit prograns.

13 (2) Two nenbers appointed by the Majority Leader of the
14 Senate, one of whomshall be a practicing pharnacist.

15 (3) Two nenbers appointed by the Mnority Leader of the
16 Senate, one of whom shall have know edge of group procurenent
17 practices.

18 (4) Two nenbers appointed by the Majority Leader of the
19 House of Representatives, one of whom shall have experience
20 in operations of group health plans.
21 (5) Two nenbers appointed by the Mnority Leader of the
22 House of Representatives, one of whom shall represent
23 individuals in this Cormmonwealth who are elderly or have
24 disabilities.
25 (6) The executive director of the authority, to be
26 sel ected by the other nenbers of the board, who shall serve
27 as_an ex officio, voting nenber of the board.
28 (b) Executive director.--The executive director of the

29 authority shall be the chief executive officer of the authority

30 and presiding officer of the board of directors.
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1 (c) Conpensation.--Except for the executive director,

2 nenbers of the board shall receive no conpensation for their

3 services but shall be reinbursed for their necessary expenses
4 incurred while serving as board nenbers.

5 (d) Vacancies.--A vacancy on the board shall be filled by
6 the appointing authority for the balance of the term

7 (e) Terns of nenbers.--

8 (1) Initial terns of appointed nenbers shall be as

9 follows:

10 (i) The Governor shall appoint one nenber for two
11 years.

12 (ii) The Majority Leader of the Senate shall appoint
13 one nenber for two years.

14 (iii) The Mnority Leader of the Senate shal

15 appoi nt _one nenber for two years.

16 (iv) The Majority Leader of the House of

17 Representatives shall appoint one nenber for two years.
18 (v) The Mnority Leader of the House of

19 Representatives shall appoint one nenber for two years.
20 (vi) The renmmining nenbers shall be appointed for
21 four vyears.
22 (2) Each subsequent term of a nenber shall be for four
23 years and until a successor is appointed and qualifi ed.
24 Except for the executive director, nenbers nay serve only two
25 consecutive full terns. Any nmenber of the board may be
26 renoved by the Governor or by a majority of the other board
27 nenbers for nalfeasance in office, failure to attend
28 requl arly schedul ed neetings, or for any cause that renders
29 t he nmenber incapable of for unfit to discharge the duties of
30 a director.
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(f) Meetings.--Meetings of the board shall be subject to 65

Pa.C.S. Ch. 7 (relating to open neetings) and the act of June

21, 1957 (P.L.390, No.?212), referred to as the Ri ght-to-Know

Law. A quorumfor a neeting shall be a majority of the tota

menbership of the board. Any action of the board of directors

requires the affirmati ve vote of a majority of a quorum

(g) Conflicts of interest.--No part of the revenues or

assets of the authority may inure to the benefit of, or be

distributed to, its board of directors or officers or any other

private person or entity. Any nenber of the board of directors

and any enpl oyee or other agent or advi sor of the authority, who

has a direct or indirect interest in a pharnaceuti cal

manuf act urer, pharmacy, di scount program i nsurance program or

in any contract or transaction with the authority, nust di scl ose

this interest to the authority. |If a board nmenber has an

interest in a transaction, then the nenber nay not partici pate

in the deliberations or voting on such a transaction. The status

of the authority's chief executive officer, in and of itself,

does not constitute a conflicting i nterest.

(h) Personnel.--A State enpl oyee who el ects to becone an

enpl oyee of the authority shall receive full credit fromthe

authority for sick |l eave and annual | eave accrued whil e enpl oyed

by the State. The authority may establish and adm ni ster its own

personnel program including a wage and benefit structure for

authority enpl oyees. Authority enpl oyees nmay partici pate i n and

be eligible for enrollnent in the Commonweal th retirenment system

establi shed pursuant to 71 Pa.C.S. Pt. XXV (relating to

retirenent for State enpl oyees and officers).

Section 704-B. General powers of authority.

The authority shall have the general powers of an i ndependent
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corporate entity, including the foll ow ng:

(1) To have the duties, privileges, imunities, rights,

powers, liabilities and obligati ons of a body corporate and

(2) To enroll residents in State prograns offering a

prescription drug benefit after entering i nto a nenorandum of

understanding with the rel evant agency reqgardi ng coordi nati on

of enrol |l nent procedures.

(3) To provide counseling and gui dance to residents of

this Commonweal th regardi ng exi sting Federal, State or

private prograns, including nmanufacturer assi stance prograns,

that may be avail able to hel p address i ndi vi dual needs.

(4) To evaluate or rate prescription drug prograns,

i nsurance prograns and di scount prograns according to

criteria determ ned by the authority in advance, so | ong as

the authority deens the eval uation or ratings useful to

menbers of the public.

(5) To advertise the availability of any public or

private programoffering prescription drug benefits to

menbers of the public in accordance with criteria the

authority determ nes will advance the public's ability to

acquire quality prescription drugs at | ower cost.

(6) To enter into any contract, agreenent or other

i nstrunent necessary or convenient in the exercise of the

powers and functions of the authority that are not

i nconsi stent with the laws of this Commonweal t h.

(7) To nmnage its own finances and deposit funds into

i ndependent banki ng accounts.

(8) To contract for and to accept any grants and | oans

of funds, property or any other aid in any formfromthe
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1 Federal or State governnent sources, or any other source, or
2 any conbi nation thereof.

3 (9) To appoint agents, enployees and professional and

4 busi ness advisers as may fromtine to tine be necessary in

5 its judgnent to acconplish the purposes of the authority and
6 to fix the conpensation of its officers, enployees, agents

7 and advisers, and to establish the powers and duties of its
8 agents, officers, enployees and other persons contracting

9 with the authority.

10 Section 705-B. Construction.

11 Nothing in this chapter shall be construed as a restriction
12 or limtation upon any other powers which the authority m ght
13 otherw se have under any other |law of this Commobnweal t h.

14 Section 706-B. Exenption fromtaxation.

15 Any real property acquired, maintai ned and operated by the
16 authority under this act shall not be subject to taxation by any
17 political subdivision or local taxing authority. The authority
18 is exenpt fromsales and use taxes inposed under Article Il of
19 the act of March 4, 1971 (P.L.6, No.2), known as the Tax Reform
20 Code of 1971, for purchases acquired and used for its public

N
[N
o
=
|—:
o
@)
(7]
(]
(7]

22 Section 707-B. Availability of discount prograns.

23 (a) General rule.--The authority shall adnminister a

24 prescription drug discount program The authority shal

25 establish public-private partnerships using a process to

26 identify nultiple-private sector prescription drug di scount

27 plans that will accept enrollnent fromany eligible resident of
28 this Conmonweal th; provide enrollees with enhanced access to
29 prescription drugs; and engage in _ongoing conpetition for

30 enrollees on the basis of access, cost and quality of service
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and product offered.

(b) Contract standards.--The authority shall issue requests

for proposals for participation by private sector prescription

drug di scount plans on an annual or bi annual basis as necessary,

to ensure that residents of this Conmmbnweal th have access to

mul ti pl e pl ans throughout this Conmobnweal t h.

(c) Eligibility.--Any resident of this Commpnwealth is

eligible for the di scount program under this chapter.

(d) Subsidy.--The Commonweal th shall subsidi ze

admi ni strative costs associated with the di scount program

i ncluding the authority's efforts to actively endorse and

pronote the sel ected di scount plans. The Conmbnweal th i s not

responsi bl e for subsidi zing the direct cost of prescription

drugs under this di scount program

(e) CQut-of-pocket costs.--Enrollees in the di scount program

are responsi ble for all costs of prescription drugs that they

may purchase at di scounted rates as avail abl e under conpeti ng

prescription drug plans participating in the di scount program

(f) Enrollnment.--Participation in the discount programis

conti ngent upon enroll nent and sel ecti on of a di scount plan. The

authority shall establish an annual open enroll ment peri od and

may prevent residents from changi ng pl ans during the course of a

vear unl ess a di scount plan's contract is revoked or the

di scount pl an becones unable to deliver services.

(g) Participation.--Participation in the discount programis

voluntary. Enrollees are permitted to purchase prescription

drugs outside of the di scount program at any tine.

(h) Enrollnment fee.--The authority nmay authori ze di scount

plans to collect a nodest enroll nent fee up to $25 from each

i ndi vidual enrolling in the di scount plans on a sliding fee
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schedul e.

(i) Consuner choice.--Eliqgible residents shall be given a

choi ce of discount plans in which to participate. The authority

may, at its discretion, create categories of plans to address

di fferent consuner needs.

(j) Nonexclusivity.--Residents of this Conmmbnweal th may

enroll in a discount plan regardl ess of whether they have ot her

prescri pti on drug i nsurance coverage or other coverage.

(k) Plan selection.--Subject to public notice and conment

and in consultation with i ndustry representatives, the authority

shall issue requests for proposals from di scount plans, such as

di scount card prograns, pharnmacy chai n di scount prograns,

phar maceuti cal benefit nanagers and other qualifying entities

capabl e of delivering |l ower prices to residents of this

Commpnweal th. In designing the criteria for eval uating the

responses, the authority shall take into account the quality of

the services to be provided and the savi ngs generated for

residents of this Commonweal th. The authority may take into

account other factors, including geographi c coverage, product

differentiation, the need to target different popul ati ons wi thin

this Commonweal th, mail order service, coverage of rural areas

and other factors as determ ned by the authority. |If the

authority receives nultiple qualifying proposals in a category,

the authority nust approve at | east two contractors in each

category, but may, at its sole discretion, linmt the nmaxi num

nunber of contractors in each category.

(1) Applicability.--The di scount program applies to

medi cal |y necessary prescription drugs and bi ol ogi cal s provi ded

to patients in outpatient pharnmacies. Under all circunstances,

there nust be at | east two drugs equally avail able to enroll ees
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in each therapeutic class or subcl ass of pharnmaceuti cal agents.

The authority, through the contracti ng process, shall ensure

adequat e access to nedically necessary prescripti on drugs.

CHAPTER 7-C

VEDI CARE MANAGED CARE FAI R SHARE PROGRAM

Section 701-C. Short title of chapter.

This chapter shall be known and nay be cited as the Medicare

Managed Care Fair Share Program

Secti on 702-C. Decl arati on of policy.

The CGeneral Assenbly finds and decl ares as foll ows:

(1) The PACE program provi des prescripti on drug cover age

to this Commonweal th's | owi ncone seniors who do not qualify

f or Medi cai d.

(2) Presently, out of the 11 Medi care nanaged care

providers who operate in this Commonweal th, one Medi care

managed care provider does not provide prescription drug

coverage to its Medicare beneficiari es.

(3) A total of 43,300 | owincone Medi care beneficiaries

who are enrolled in Medi care nanaged care receive their

prescription drug benefit through the State-adn nistered PACE

(4) A Medi care managed care provider who does not

provi de prescription drug coverage to its Medi care enroll ees

benefits fromthe Commonweal th's provi sion of a

phar maceuti cal benefit through the PACE program

(5) Prescription drugs are a cost-effective therapy that

has been shown to offer significant savings in other aspects

of health care, particularly in the hospital and urgent-care

(6) Medicare managed care providers who directly benefit
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in terns of cost savings as a result of healthier seniors who

participate in the PACE program should be required to

contribute their fair share of costs presently borne by the

Commpnweal th in its adninistrati on of the PACE program

Secti on 703-C. Definitions.

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

shal|l have the neanings given to themin this section unless the

context clearly indicates ot herw se:

"Contribution amount." The anount due to the Commonweal th

under the Medi care Managed Care Fair Share Program

"Covered Medi care nanage care provider." A managed care

entity, plan or provider that participates in the Mdicare

program and does not provi de outpatient prescription drug

coverage as a covered benefit to its Medi care beneficiaries.

"Departnent."” The Departnent of Agi ng of the Commobnweal t h.

"Fund." The Medicare Participati on Fund establi shed under

section 705-C.

"Program " The Medi care Managed Care Fair Share Proqgram

est abl i shed under this chapter.

Secti on 704-C. Pr ogr am admi ni strati on.

The program shall be adm ni stered by the departnent. The

departnent shall pronul gate and adopt rul es and requl ati ons as

are necessary to i nplenent the programin a cost-effective

manner and that are consistent with the purposes outlined in

this chapter

Section 705-C. Contributi on anount and fund.

(a) Fund.--There is hereby established a separate account in

the State Treasury to be known as the Medicare Parti ci pation

Fund. Mbneys coll ected from covered Medi care nanaged care

provi ders under subsection (b) shall be deposited in the fund.
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1 Al noneys in the fund are continuously appropriated to the
2 departnent solely for purposes of the PACE program The
3 departnent shall collect the contributions under subsection (b)
4 on a quarterly basis.
5 (b) Collection of contribution.--The departnent shal
6 collect a contribution anpbunt from covered Medicare nanaged care
7 providers in an anount equal to a $20 charge per patient per
8 nonth for each patient who is:
9 (1) enrolled and participates in a covered Medicare
10 managed care provider plan; and
11 (2) enrolled and participates in the PACE program
12 (c) Adjustnents.--The departnent rmay consider adjustnents to
13 the contribution anmount on an annual basis.
14 Section 706-C. Annual report.
15 The departnent shall prepare and submt annually a report to
16 the Governor and General Assenbly which shall include the
17 departnent's findings and recommendations relating to the
18 progranis cost and effectiveness, including reconmended
19 adjustnents to the contribution anmount.
20 Section 4. This act shall take effect in 60 days.
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