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AN ACT
Est abl i shing One Pennsyl vania, a programto consolidate and
uni fy procedures and requirenments for the adm nistration of
al | Commonweal t h-funded, Commonweal t h-adm ni stered and
Commonweal t h- supported prescription drug prograns and for
rei mbursenent for pharnaceutical services.
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 One
Pennsyl vani a 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:

" Adj udi cation."

(1) Except as provided in paragraph (2), an action taken
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by the Ofice of Adm nistration, the Secretary of
Adm ni stration or a prescription drug plan pursuant to this
act that constitutes an adjudication as defined by 2 Pa.C S
8§ 101 (relating to definitions), including any of the
fol | ow ng:
(1) A decision to allow a provider to participate in
a prescription drug plan or to suspend, restrict or
revoke participation by a provider in a prescription drug
pl an.
(1i) A decision by the Ofice of Admnistration to
i nclude or exclude a nedication fromthe formulary or
preferred drug Iist.
(i) The establishnent of provider reinbursenent
rates and fornul as.
(iv) A decision to grant or deny prior authorization
for the dispensing of prescription drugs or to approve or
di sapprove the dispensing of drugs not included on the
formulary or preferred drug |ist.
(v) An action taken by the program based upon audits
of clainms submtted for reinbursenment by providers.
(2) An action taken by the programw th respect to
determning recipient eligibility shall not be deened an
adj udi cation by the Ofice of Adm nistration pursuant to its
authority under this act. Eligibility shall be determ ned by
t he agency or entity under whose authority the prescription
drug plan is authorized.

"Alerts." FElectronic communi cati ons between the O fice of

28 Admi nistration or the pharmacy benefits consolidation program

29
30

and pharmaci es providing information pertaining to the

i npl enentation of this act, including any of the follow ng:
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(1) Information regarding the preferred drug lists.
(2) Preferred drug |ists.

(3) Drug utilization review

(4) Prior authorization.

(5) Disease managenment prograns.

(6) dains subm ssion and adj udi cati on procedures.
(7) Audits.

(8) Pharnmacy and patient education.

"Best price."” As defined under section 1927(c) of the Soci al
Security Act (49 Stat. 620, 42 U.S.C. § 1396r-8(c)).

"Medi cal assistance program"™ The program established
pursuant to Subarticle (f) of Article IV of the act of June 13,
1967 (P.L.31, No.21), known as the Public Wl fare Code.

"Medicare recipient.” An individual residing in this
Commonweal th who recei ves benefits under Part A of Subchapter
XVII1 of Chapter 7 of the Social Security Act (49 Stat. 620, 42
US. C 8 301 et seq.) or who is enrolled under Part B, C or D of
Subchapter XViI|

"Office of Adm nistration.” The Ofice of Admnistration of
t he Commonweal t h.

"Pharmaceuti cal manufacturer.” A manufacturer as defined by
section 1927(k)(5) of the Social Security Act (49 Stat. 620, 42
U.S.C. § 1396r-8(k)(5)).

"Pharmacy."” A pharmacy |licensed pursuant to the act of
Sept enber 27, 1961 (P.L.1700, No.699), known as the Pharnacy
Act .

"Pharmacy Act." The act of Septenmber 27, 1961 (P.L.1700,

No. 699), known as the Pharnacy Act.
"Pharmacy services." The provision of health care services

defined as the practice of pharmacy by the act of Septenber 27,
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1961 (P.L.1700, No.699), known as the Pharmacy Act.

"Preferred drug list.” A list of prescription nedications
covered under a prescription drug plan that may be di spensed by
a prescription drug plan without prior authorization, subject to
applicable limts and conditions.

"Prescription drug." A covered outpatient drug as defined by
section 1927(k)(2) of the Social Security Act (49 Stat. 620, 42
U.S.C. § 1396r-8(k)(2)).

"Prescription drug plan.” A Commonweal th operation or funded
pharmaceuti cal programthat pays or reinburses for prescription
drugs dispensed to individuals enrolled in the programthat is
supported directly or indirectly, in whole or in part, by
Commonweal th public funds, including, but not limted to, all of
t he foll ow ng:

(1) The nedical assistance program the Speci al
Phar maceuti cal Benefit Programin the Departnent of Public
Vel fare

(2) The Pharmaceutical Assistance Contract for the

El derly (PACE) and any ot her pharnmacy program adni ni stered by

t he Commonweal th that is recognized by the Centers for

Medi care and Medicaid of the United States as a State

phar maceuti cal assi stance program

(3) Prograns or plans paying for prescription drugs

di spensed to enpl oyees as a retirenent or enployee benefit,

i ncl udi ng prograns established by the Public School

Enpl oyees' Retirenment System the State Enpl oyees' Retirenent

System and the State Enpl oyees' Benefit Trust Fund.

(4) A pharmaceutical programthat utilizes funds of this

Commonweal th, including the State Lottery Fund, to provide

assi stance in obtaining prescription drugs to Medicare

20080H2251B3255 - 4 -
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reci pi ents.

(5) Prograns where the Commonweal t h purchases or
rei nburses affiliates or designees for a pharnmaceutical drug
benefit. The progranms shall include the Children's Health
I nsurance Program Workers' Conpensation Program and any
program i nvol ving the purchase or reinbursenent of
pharmaceutical drugs for inmates under the Departnent of
Corrections.

(6) The End Stage Renal Programin the Departnent of
Heal t h.

(7) Al prescription drug plans that prescribe benefits
to menbers and enpl oyees of the General Assenbly and the
unified judicial systemand its retirees.

"Program " The One Pennsyl vani a pharmacy benefits
consol i dati on program established pursuant to section 3.

"Provider." A pharmacy, a dispensing physician or a
certified registered nurse practitioner enrolled as a provider
in the One Pennsyl vani a program

"Public School Enployees' Retirenent System"™ The retirenent
system established by 24 Pa.C.S. Part IV (relating to retirenent
for school enpl oyees).

"Public Welfare Code." The act of June 13, 1967 (P.L. 31,
No. 21), known as the Public Wl fare Code.

"Retail pharmacy." A pharmacy |icensed to operate pursuant
to the act of Septenber 27, 1961 (P.L.1700, No.699), known as
t he Pharnmacy Act, which provides services to the general public,
excluding any institutional pharmacy, specialty pharmacy or
mai | - order phar nmacy.

"Secretary."” The Secretary of Adm nistration of the

Commpnweal t h.

20080H2251B3255 - 5 -
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"Social Security Act." The Social Security Act (49 Stat.
620, 42 U . S.C. 8 301 et seq.). A reference to the Soci al
Security Act shall include regulations inplenenting the Social
Security Act adopted by the United States Departnment of Health
and Human Services or the Centers for Medicare and Medicaid
Servi ces.

"State agency.” Any of the following entities that purchases
or provides coverage for prescription nedications:

(1) An agency under the jurisdiction of the Governor.
(2) An independent agency supported by public funds.

"State Enpl oyees' Benefit Trust Fund." The trust fund
established to purchase health i nsurance coverage, including
coverage for prescription nmedications, for State enpl oyees.

"State Enpl oyees' Retirement System" The retirenent system
established under 71 Pa.C.S. Part XXV (relating to retirenent
for State enpl oyees and officers).

Section 3. One Pennsyl vani a.

(a) Establishnent.--The O fice of Adm nistration shal
establish a pharnmacy benefits consolidation programto be known
as One Pennsylvania. The program shall adm nister all publicly
funded Commonweal th prescription drug plans through an
i ntegrated system of plan adm nistration using uniform standards
and requirenments for the reinbursenent to providers as provided
by this act.

(b) Programrequirenents.--The O fice of Adm nistration
shall do all of the follow ng:

(1) Devel op, manage and inplenment preferred drug lists
for all publicly funded Comonweal th prescription drug plans
to the extent allowed by applicable Federal |law. A preferred

drug list shall include all prescription drugs for which a

20080H2251B3255 - 6 -



© 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

manuf acturer has entered into a rebate agreenent pursuant to
section 6 and the requirenments and restrictions, except for
prior authorization, provided by section 1927(d) of the
Soci al Security Act. A preferred drug list shall conply with
t he standards established by Part D, section 1860D 4(b)(3) of
the Social Security Act and any additional regul ations as nay
be adopted by the O fice of Adm nistration pursuant to this
act. Acurrent list of drugs included in the preferred drug
list shall be publicly avail able, posted electronically on
the Internet website of the Ofice of Adm nistration and
comuni cated to pharmaci es through alerts. Al preferred drug
lists shall be uniformto the extent adm nistratively
feasi bl e under the statutory authority establishing the

i ndi vi dual prescription drug plans. The O fice of

Adm nistration may, in its discretion, allow exceptions to
the uniformty requirenments in admnistrating the individual
prograns due to fiscal and admi nistrative considerations.

(2) Adopt regulations relating to the eligibility of
participating providers and the adjudication of itens and all
ot her provisions necessary to carry out the provisions of
this act. Any pharmacy shall be eligible to participate in
the program provided the pharmacy conplies with the
regul ati ons adopted under the paragraph and ot her provisions
of this act.

(3) The Ofice of Adm nistration shall promulgate
statements of policy, as necessary, to carry out the
provisions of this act. No statenment of this policy adopted
by the Ofice of Adm nistration shall have the force and
effect of law or regulation or may nodify the provisions of

any regul ati ons adopted by the Ofice of Adm nistration. Al

20080H2251B3255 - 7 -



1 statenments of policy adopted by the Ofice of Adm nistration
2 shall, except in emergency circunstances, be published for

3 notice and comment prior to adoption and shall be published
4 in the Pennsylvania Bulletin.

5 (4) (i) Except as provided in subparagraph (ii), nake
6 provi sions for generic substitutions in accordance wth
7 the act of Novenber 24, 1976 (P.L.1163, No.259), referred
8 to as the Generic Equival ent Drug Law.

9 (i) Notwithstanding the provisions of the Generic
10 Equi val ent Drug Law and the act of August 26, 1971

11 (P.L.351, No.91), known as the State Lottery Law, generic
12 substitutions shall only be dispensed when it is |ess

13 expensive for the program

14 (5) Provide for a program of prospective drug

15 utilization review consistent with section 1927(g)(2) of the
16 Soci al Security Act.

17 (6) Provide for prior authorization consistent with the
18 requi renents of section 1927(g)(5)of the Social Security Act
19 and in accordance with regul ations of the Ofice of
20 Adm ni stration.
21 (7) Provide for a program of retrospective drug
22 utilization review and education consistent with section
23 1927(g)(2) of the Social Security Act and in accordance with
24 regul ations of the Ofice of Adm nistration to ensure that
25 prescriptions are appropriate, nedically necessary and not
26 likely to result in adverse nedical results and to educate
27 provi ders and recipients of pharmacy services through the
28 phar macy consol i dated benefits programand to correct and
29 report msutilization and abuse by licensed prescribers and
30 reci pients and provide for fraud and abuse audits,

20080H2251B3255 - 8 -
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coordinating its activities with the secretary to support
conpliance with applicable | aws and regul ati ons. Pharnaci es
shall not be denied paynents for nedications di spensed based
upon the results of retrospective drug utilization review or
audits, where the nedication was di spensed in good faith by

t he pharmacy wi thout prior know edge that the prescription of
a medi cati on was not appropriate or necessary, was likely to
cause adverse nedical results or constituted a fraudul ent or
abusi ve practice by the prescriber.

(8) Establish a program of nedication therapy managenent
consi stent with section 1860D-4(c)(2) of the Social Security
Act .

(9) Provide educational materials for programrecipients
of pharnmacy services on di sease and care managenent.

(10) In accordance with section 1927(a) through (d) of
the Social Security Act or Chapter 7 of the act of August 26,
1971 (P.L.351, No.91), known as the State Lottery Law, bill,
recoup and relay to the nmedi cal assistance program
manuf acturers' drug rebates and excessive consuner price
inflation discounts and resol ve disputes. Upon the
establishment of the program all nedical assistance
reci pients shall be enrolled in prescription drug prograns
for which rebates and discounts are collected pursuant to
section 1927(a) through (d) of the Social Security Act.

(11) Adjudicate clainms through an el ectronic clains
managenent system consistent with section 1927(h) of the
Soci al Security Act and which allows for an energency supply
of prescribed nedication in the event of equipnent failures.

(12) The Ofice of Adm nistration shall devel op a nanual

setting forth procedures, guidelines and standards to be

20080H2251B3255 - 9 -



1 utilized by prescription drug plans in audits of providers
2 pertaining to the program

3 (13) Create a uniformaudit and recoupnment system

4 subject to the requirenents of section 7(c) for all of the
5 fol | ow ng:

6 (1) Pharnacies, pharmacists, dispensing physicians
7 and any ot her providers under this act.

8 (1i) Pharmaceutical manufacturers, whol esal ers and
9 ot her suppliers of prescription drugs.

10 (14) Provide for the reinbursenent of all providers

11 participating in prescription drug prograns on a fee-for-
12 servi ce basi s.

13 (15) Allow providers certified in medication therapy
14 managenent by a national accrediting body or by any other
15 certification process approved by the State Board of Pharmacy
16 to provide nedication therapy nmanagenent.

17 (c) Considerations.--In preparing and managi ng the uniform
18 drug list, the Ofice of Admnistration shall enter into

19 agreenents with drug manufacturers to collect and remt to the
20 program di scounts, rebates or other concessions offered by
21 manufacturers.
22 (d) Advisory conmttee.--
23 (1) An advisory commttee for One Pennsylvania is
24 established to assist the programin making infornmed and
25 fiscally responsive decisions in admnistering and
26 consolidating the purchases and rei nbursenents of
27 pharmaceuti cal drugs and benefits for the Commonweal t h.
28 (2) An advisory committee to the Ofice of
29 Adm ni stration shall consist of the follow ng nenbers:
30 (1) Three nenbers appointed by the Governor.

20080H2251B3255 - 10 -



1 (ii) Two nmenbers appointed by each of the foll ow ng:
2 (A) The President pro tenpore of the Senate.

3 (B) The Mnority Leader of the Senate.

4 (C© The Speaker of the House of Representatives.
5 (D) The Mnority Leader of the House of

6 Represent ati ves.

7 (3) Each legislative appointing authority shall appoint
8 one menber pursuant to paragraph (1)(ii) involved in the

9 ownership or operation of independent pharnaci es and one

10 menber involved in the ownership or operation of chain

11 phar maci es.

12 (4) Menbers of the conmittee shall serve w thout

13 conpensati on but shall be reinbursed for their reasonabl e and
14 necessary expenses by the Ofice of Adm nistration.

15 (5) Menbers of the commttee shall serve for indefinite
16 terms at the will of their respective appointing authorities.
17 (6) Action by the commttee shall require a vote by at
18 | east seven nenbers.

19 (7) Menbers of the conmttee shall annually elect a
20 chai r per son
21 (8) The advisory conmittee shall neet twice yearly to
22 provi de advi ce and recomrendations to the programin regard
23 to its policies and regul ations. The advisory comrttee shal
24 review the audit manual and rebate agreenent yearly and
25 devel op recomendations to the Ofice of Adm nistration as
26 needed.
27 Section 4. Reinbursenent.
28 (a) GCeneral rule.--Reinbursenent to providers shall include
29 all of the follow ng:
30 (1) Paynent sufficient to reinburse retail pharmacies

20080H2251B3255 - 11 -
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for the reasonabl e and necessary costs incurred to purchase
dr ugs.

(2) Except to the extent otherw se required by Federal
| aw or regul ations, paynents to retail pharmacies pursuant to
par agraph (1) shall be based upon the average retail pharmacy
acqui sition cost for a nedication without regard to customary
pronpt pay discounts in the package size nost commonly
purchased by retail pharmacies as determ ned by the Ofice of
Adm ni stration pursuant to subsection (d), or a provider's
actual acquisition cost for a nedication, whichever anmount is
greater.

(3) Paynent for dispensing costs adequate to cover costs
associated with all of the foll ow ng:

(i) Wages and sal ari es.

(ii) Costs to store and secure inventory.

(i) Patient counseling.

(iv) Drug utilization review.

(v) Licensing fees.

(vi) Taxes.

(vii) Insurance.

(viii) Oher direct and indirect costs of operating

a pharmacy.

(ix) A reasonable profit to generate a return on the

i nvest nent associated with the costs.

(4) During the first year this section is in effect,
paynents pursuant to paragraph (3) shall be not |ess than $10
for the dispensing of a single source drug as defined by
section 1927(k)(7)(A) (iv) of the Social Security Act or $15
for the dispensing of a nmultiple-source drug as defined by

section 1927(k)(7)(A)(iv) of the Social Security Act.

20080H2251B3255 - 12 -
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Begi nning on January 1 of each subsequent year, paynent
pursuant to paragraph (3) shall be not |ess than the prior
year's mni num paynents as adj usted based upon the annual
per cent age change in Consunmer Price Index for medical care
prof essi onal services as published by the Bureau of Labor
Statistics of the United States Departnent of Labor for the
nmont h of Decenber of the imediately prior year.
(5) Additional paynent for:
(i) Medication therapy nmanagenent.
(ii) Concurrent and retrospective utilization
review.
(ti1) Managing prior authorization requirenents.
(iv) To the extent authorized by section 9.1 of the
Pharmacy Act, inplenmenting drug therapy protocols.
(v) Conpoundi ng prescriptions.
(vi) Preparing specialized packaging for the
adm ni stration of medications in |long-termcare
facilities.
(vii) Preparing nedications for intravenous
adm ni strati on.
(viii) Oher reasonable and necessary pharmacy
servi ces.

(b) Pronpt paynent.--Providers shall be paid within 21 days
of the Ofice of Adm nistration's receipt of appropriate
substanti ation of the transaction. Providers shall be entitled
to interest at the rate provided by section 806 of the act of
April 9, 1929 (P.L.343, No.176), known as The Fiscal Code, for
any paynent not nade within the 21-day peri od.

(c) Average retail pharmacy acquisition costs.--The Ofice

of Administration shall determ ne and publicly nake avail abl e

20080H2251B3255 - 13 -
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through its Internet website the average retail pharnmacy

acqui sition cost for covered nedi cations pursuant to regul ations
approved by the advisory conmittee in a nmanner consistent with

t he net hodol ogy used by the Congressional Budget Ofice inits
Decenber 26, 2006, report to the Conmttee on Energy and
Commerce of the United States House of Representatives based
upon a survey of retail pharmacy whol esal e i nvoi ces or through
the use of comrercially avail abl e sources of information.

Aver age pharmacy acqui sition costs shall be updated weekly.

(d) Copaynents. --Except for services which are excl uded
under the Commonweal t h's nedi cal assistance program the Ofice
of Administration may require providers to collect a copaynent
in an anount set by the program To the extent a provider is
required by Federal or State |aw to di spense prescriptions to
persons unable to satisfy copaynent obligations, the provider
shall be reinbursed for uncoll ected copaynent anounts. The
Ofice of Adm nistration shall neither require copaynents from
benefici ari es nor deduct copaynment anounts from provider
rei nbursenents for any particular classes of drugs or
prescription drug plan recipients to the extent there is good
cause to conclude that copaynment requirenents will result in
nonconpl i ance with prescription drug treatnent protocols and
will increase overall health care costs or result in inmnent
and substantial risk of harmor injury to recipients or other
persons. Except to the extent prohibited by Federal |aw, the
O fice of Adm nistration nmay accept conpensation for the purpose
of reducing or elimnating copaynents from drug manufacturers,
distributors, health care plans or other persons or
organi zations for the purpose of encouraging therapeutically

desirabl e conpliance with prescription drug treatnent protocols.
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Section 5. Deposit of funds.

A special fund is established in the State Treasury to be
known as the Special Pharmaceutical Fund. Al noneys
appropriated fromthe State Lottery Fund for PACE operations
shall be deposited in the Special Pharmaceutical Fund. Al
Federal noneys received by the Conmonweal th per any
phar maceuti cal program consolidated into One Pennsyl vani a under
this act shall be deposited in the Special Pharmaceutical Fund.
Any noneys appropriated fromthe General Fund for pharmaceuti cal
pur chasi ng or reinbursenment shall be deposited in this fund. Al
rebat es obtai ned through prudent pharmaceutical purchasing or
t hrough rebate agreenents shall be deposited.

Section 6. Rebate agreenent.

(a) Required agreenents.--Except as provided in subsection
(b), the Ofice of Adm nistration shall not include on the
formulary of preferred drug |ist established pursuant to section
3(b) (1) any prescription drug unless the Ofice of
Adm ni stration and the pharmaceutical manufacturer have entered
into a rebate agreenent covering that prescription drug on terns
conparabl e to agreenents executed pursuant to section 1927(a),
(b), (c) and (d) of the Social Security Act. The rebate
agreenent shall provide that, unless prohibited by Federal |aw,
the rebate shall be based on the best price and that additional
rebates shall be paid if the pharmaceutical manufacturer
i ncreases the price of the drug by an anmount greater than the
increase in the Consunmer Price Index for Al Urban Consuners.
Not hing in this act shall prevent the Ofice of Adm nistration
from negotiating agreenents for the paynent of additional
rebates and discounts for the benefit of the nmedical assistance

programor fromentering into rebate and di scount agreenents for
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ot her plans whi ch have been consolidated into the program for
greater rebates and di scounts than are required pursuant to
section 1927(c) of the Social Security Act.

(b) Exceptions.--Subsection (a) shall not apply if the
avai lability of the drug is essential to the health of menbers
of the pharmacy consol i dated benefits program as determ ned by
t he departnent.

(c) Contracts.--Pharmaceutical manufacturers nust enter into
a rebate agreenent with the departnent to obtain rei nmbursenent
for prescription drugs included under this act. The rebate shal
be paid by the manufacturer not l|later than 30 days after the
date of receipt of information necessary to cal cul ate the anount
of the rebate. The departnent shall have the authority to levy a
15% surcharge penalty on any rebate not in dispute that remains
unpaid for 90 or nore days.

Section 7. Adjudications.

Adj udi cations conducted by the O fice of Adm nistration shal
be subject to 2 Pa.C.S. Ch. 5 Subch. A (relating to practice and
procedure of Commonweal th agencies) and Ch. 7 Subch. A (relating
to judicial review of Comonweal th agency action). The O fice of
Adm ni stration shall adopt rules of procedure regarding the
conduct of adjudications involving pharmaci es consistent with
t he provisions of 67 Pa.C.S. 88 1102 (relating to hearings
before the bureau), 1103 (relating to supersedeas), 1104
(relating to subpoenas) and 1105 (relating to determ nations,
revi ew, appeal and enforcenent).

Section 8. Applicability.

This act shall apply to the nedical assistance program except

to the extent the secretary, in consultation with the Secretary

of Public Wl fare, determnes that the application is a

20080H2251B3255 - 16 -
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vi ol ation of Federal |aw or an existing contractual agreenent.
Not hing in this act shall supersede or inpede an existing
contractual agreenment. Contractual agreenents in effect on the
effective date of this section shall not be renewed or extended
to the extent inconsistent with the requirenents of this act,
and the Ofice of Adm nistration shall pronptly enter into
negoti ations to nodify any contractual agreenments inconsistent
with this act to conformto the requirenents of this act.
Section 9. Prohibited activities.

It shall be unlawful for any individual, partnership or
corporation to solicit, receive, offer or pay any kickback
bribe or rebate in cash or in kind fromor to any person in
connection with the furnishing of services under this act to the
same extent as prohibited with respect to Federal health
programnms by section 1128(b)(1) and (2) of the Social Security
Act, subject to the safe harbors from sanctions provi ded by
sections 1877(a) (1) and 1860D-4(e)(6) of the Social Security
Act. Violations of this section shall be subject to the
sanctions, penalties and renedi es under section 1407 of the
Public Wl fare Code.

Section 10. Repeals.

(a) Intent.--The General Assenbly declares that the repeal
under subsection (b) is necessary to effectuate the purposes of
this act.

(b) Provision.--Section 509 of the act of August 26, 1971
(P.L.351, No.91), known as the State Lottery Law, is repeal ed.

(c) GCeneral.--All other acts and parts of acts are repeal ed
insofar as they are inconsistent with this act.

Section 11. Effective date.

This act shall take effect as foll ows:
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(1) Sections 3(d), 4(a)(4) and 6 shall take effect
i mredi ately.

(2) The renmainder of this act shall take effect in one

AW N P

year.
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