PRINTER S No. 806

THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL

Session of
NO. 7 2003

| NTRODUCED BY ORI E, MOAERY, HELFRI CK, LEMMOND, GREENLEAF,
O PAKE, TARTAGLI ONE, MUSTO, WOZNI AK, BOSCOLA, RAFFERTY AND
TOVLI NSON, MAY 5, 2003

REFERRED TO AG NG AND YOUTH, MAY 5, 2003

AN ACT

1 Anending the act of August 26, 1971 (P.L.351, No.91), entitled

2 "An act providing for a State Lottery and adm nistration

3 t hereof ; authorizing the creation of a State Lottery

4 Commi ssion; prescribing its powers and duties; disposition of
5 funds; violations and penalties therefor; exenption of prizes
6 from State and | ocal taxation and naking an appropriation,”

7 defining "best price"; and further providing for prescription
8 drug progranms generally, for reinbursenent, for the

9 Phar maceuti cal Assistance Contract Needs Enhancenent Tier,
10 for amount of rebate and for excessive pharnaceutical price
11 inflation discount.

12 The CGeneral Assenbly of the Conmonweal th of Pennsyl vani a

13 hereby enacts as foll ows:

14 Section 1. Section 502 of the act of August 26, 1971

15 (P.L.351, No.91), known as the State Lottery Law, is anmended by
16 adding a definition to read:

17 Section 502. Definitions.

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

19 shall have the meanings given to themin this section unless the
20 context clearly indicates otherw se:

21 * x *

22 "Best price." As defined in section 1927(c)(1)(C of the
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Social Security Act (49 Stat. 620, 42 U.S.C. 8 1396r -

8(c)(1)(Q).

* * %

Section 2. Sections 509, 515, 519, 705 and 706 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 foll ow 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 paynent not made within the 21-day
period at a rate approved by the board.

(2) Collection of the copaynent by pharnmacies 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 pharnmaceutical expenses shall be prohibited.

(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 may 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 departnment is prohibited
from approvi ng adjustnents to the copaynent on nore than an
annual basis.

(6) The program shall consist of paynments to pharmnacies
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on behalf of eligible claimants [for]:

(i) For single-source drugs, 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 ati on, whi chever is greater.

(ii) For multiple-source drugs, the departnent shal

adopt the Federal upper reinbursenent linmt for each

mul ti pl e-source drug for which the FDA has rated three or

nore products therapeutically and pharnaceutically

equi val ent, regardl ess of whether all such additi onal

formul ati ons are rated as such and shall use only such

formul ati ons when determ ni ng any such upper linmt.

(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 pharnacy on the date of the sale.

Section 515. Rei nmbursenent.

For-profit third-party insurers, health maintenance

organi zations and not-for-profit prescription plans shall be

responsi bl e for any paynents nade to a providi ng pharnmacy on
behal f of a claimant 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 Pharnmaceuti 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 and not nore than [$16,000] $17,000 in

the case of a single person and of not |ess than $17,200 and not
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nore than [$19, 200] $23,200 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 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] $480 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 adjustnment in the

deducti bl e on an annual basis. The annual deducti ble may be net

t hrough unrei nbursed drug expenses of $40 per person per

cal endar nont h.

(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 705. Amount 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 th. Except as otherw se provided in this section,
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1 the amobunt of the rebate to the Commonweal th per cal endar

2 quarter with respect to each dosage form and strength of single-
3 source drugs and innovator mnultiple-source drugs shall be as

4 follows:

5 (1) For quarters beginning after Septenber 30, 1992, and
6 endi ng before January 1, 1997, the product of the total

7 nunber of units of each dosage formand strength rei nbursed
8 by PACE and Ceneral Assistance in the quarter and the

9 di fference between the average manufacturer price and 85% of
10 that price, after deducting customary pronpt paynent

11 di scounts, for the quarter.

12 (2) For quarters beginning after Decenber 31, 1996, the
13 product of the total nunber of units of each dosage form and
14 strength rei nbursed by [ PACE, PACENET and] desi gnated

15 pharmaceuti cal progranms other than PACE and PACENET in the
16 gquarter and the difference between the average manufacturer
17 price and 83% of that price, after deducting customary pronpt
18 paynent di scounts.

19 (3) For quarters beginning after Decenber 31, 2003, the
20 product of the total nunber of units of each dosage form and
21 strength rei nbursed by PACE and PACENET in the quarter and
22 the difference between the average nanufacturer price and the
23 best price, after deducting custonary pronpt paynent
24 di scounts.
25 (b) Rebate for other drugs.--
26 (1) The amount of the rebate to the Commonwealth for a
27 cal endar quarter with respect to covered prescription drugs
28 whi ch are noni nnovator multipl e-source drugs shall be equal
29 to the product of:
30 (i) the applicable percentage of the average
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1 manuf acturer price, after deducting customary pronpt

2 paynent discounts, for each dosage form and strength of
3 such drugs for the quarter; and

4 (ii) the nunmber of units of such form and dosage

5 rei nbursed by PACE and CGeneral Assistance in the quarter.
6 (2) For the purposes of paragraph (1), the applicable

7 percentage for cal endar quarters begi nning after Septenber

8 30, 1992, and ending before January 1, 1997, is 11%

9 (c) Revised rebate for other drugs.--Beginning after

10 Decenber 31, 1996:

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

14 greater of the product of:

15 (i) the applicable percentage of the average

16 manuf acturer price, after deducting customary pronpt

17 paynent discounts, for each dosage form and strength of
18 such drugs for the quarter; and

19 (ii) the nunmber of units of such form and dosage
20 rei nbursed by PACE, PACENET and desi gnat ed pharmaceuti cal
21 progranms in the quarter
22 (2) For purposes of paragraph (1), the applicable
23 percentage is 17%
24 (d) Drugs approved after act takes effect.--In the case of a
25 covered outpatient drug approved for marketing after the
26 effective date of the act of August 14, 1991 (P.L.342, No. 36),
27 known as the Lottery Fund Preservation Act, any reference to
28 January 1, 1991, shall be a reference to the first day of the
29 first nonth during which the drug was market ed.

30 Section 706. Excessive pharmaceutical price inflation discount.
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1 (a) GCeneral rule.--A discount shall be provided to the

2 department for all covered prescription drugs. The di scount

3 shall be calculated as foll ows:

4 (1) For each quarter for which a rebate under section
5 705(a) and (b) is to be paid after Decenber 31, 1991, and

6 before January 1, 1997, the average manufacturer price for

7 each dosage formand strength of a covered prescription drug
8 shall be conpared to the average manufacturer price for the
9 same formand strength in the previous cal endar year, and a
10 percent age i ncrease shall be cal cul at ed.

11 (2) For each quarter under paragraph (1), the average
12 percentage increase in the Producer Price Index for

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

14 cal endar year shall be cal cul at ed.

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

18 (1) the difference between the cal cul ati ons under
19 par agraphs (1) and (2); and
20 (i1i) the total nunber of units of each dosage form
21 and strength rei nbursed by PACE and General Assistance
22 and the average nmanufacturer price reported by the
23 manuf act urer under section 704(c)(1).
24 (b) Revised general rule.--A discount shall be provided to
25 the departnent for all covered prescription drugs. The di scount
26 shall be calculated as follows:
27 (1) [For] Except as provided in subsection (b.1), for
28 each quarter for which a rebate under section 705(a) and (c)
29 is to be paid after Decenmber 31, 1996, the average
30 manuf acturer price for each dosage formand strength of a
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covered prescription drug shall be conpared to the average
manuf acturer price for the sane formand strength in the
previ ous 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 gnat ed
pharmaceuti cal prograns and the average nmanufacturer
price reported by the manufacturer under section

704(c)(1).

(b.1) Discount after Decenber 31, 2003, for PACE and

PACENET. -- A discount in lieu of the di scount provi ded under

subsection (b) shall be provided to the departnment for all the

covered prescription drugs under this subsection. The di scount

shal|l be cal cul ated as provided under this subsecti on. For each

quarter for which a discount specified in this subsection for a

rebate under section 705(a) and (c) is paid after Decenber 31,

2003, with respect to each dosage form and strength rei nbursed

by PACE and PACENET:

(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
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not

and strength rei nbursed by PACE and PACENET, for which

paynent was nmade 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, 2003, without regard to whet her

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, 2003, the anpunt shall be

i ncreased by an anmount equal to the product of:

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

and strength rei nbursed by PACE and PACENET, for which

paynent was nmade 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
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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

t hat have not been marketed for a full cal endar year, subsection

(a) shall apply after the covered prescription drug has been on

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

average manufacturer price shall be based on the first day of

the first quarter that the drug was narket ed.

Section 3. This act shall take effect in 60 days.
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