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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 1400 *5%

I NTRODUCED BY MJURPHY, TOM.I NSQON, MOWERY, ERI CKSON, BELL,
ROBBI' NS, HOLL, HELFRICK, CGERLACH, EARLL, DENT, C. WLLI AMS,
ORI E, PICCOLA, PUNT, RHOADES, M WVH TE, MADI GAN, BOSCOLA AND
LEMVMOND, APRIL 15, 2002

REFERRED TO AG NG AND YOUTH, APRIL 15, 2002

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 further providing for definitions, for drug utilization

8 review system for programgenerally and for supply;

9 providing for a mail order program for mai ntenance drugs;

10 further providing for reinbursenent and for Pharmaceuti cal

11 Assi stance Contract for the Elderly Needs Enhancenent Tier;
12 provi di ng for Pharnaceutical Assistance Contract for the

13 El derly Needs Enhancenent Tier Plus, for senior wellness

14 program for prescription drug clearinghouse, for provider
15 assi stance, for priority of prescription drug assistance;

16 defining "best price," "average whol esale cost” and "average
17 whol esal e price"; further providing for ternms of rebate

18 agreenent, for anount of rebate, for excessive pharnaceuti cal
19 price inflation discount and for disposition of funds; and
20 providing for interstate bul k purchasi ng program

21 The General Assenbly of the Conmonweal th of Pennsyl vani a

22 hereby enacts as follows:

23 Section 1. The definition of "program’ in section 502 of the
24 act of August 26, 1971 (P.L.351, No.91), known as the State

25 Lottery Law, added Novenber 21, 1996 (P.L.741, No.134), is

26 anended and the section is anended by adding definitions to
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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:

* * %

"Mail order program" A programto di spense prescription

drugs by postal delivery service desi gnated and admnmi ni stered by

the Department of Aging, and any entity with which it contracts,

upon an enroll ee's subni ssion of a prescription and the

appl i cabl e copaynent.

"Mai nt enance drug." A prescription drug prescribed to an

i ndi vidual for a chronic condition, the use of which is

medi cally necessary for a consecutive period of 16 days or

"PACENET Plus." The Pharnmaceuti cal Assi stance Contract for

the El derly Needs Enhancenent Tier Plus provided for in this

"Program "™ The Pharmaceutical Assistance Contract for the
El derly (PACE) [and], the Pharmaceutical Assistance Contract for
the El derly Needs Enhancement Tier (PACENET) as established by

this chapter and the Pharnaceutical Assistance Contract for the

El derl y Needs Enhancenment Tier Plus (PACENET Pl us) as

established by this chapter, unless otherw se specified.

* * %

"Unr ei nbursed prescription drug expenses." This term does

not include enroll ment fees paid under the program

Section 2. Section 505 of the act, added Novenmber 21, 1996

20020S1400B1899 - 2 -
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(P.L.741, No.134), is anended to read:
Section 505. Drug utilization review system

(a) GCeneral rule.--The departnment shall ensure that a state-

of -the-art therapeutic drug utilization review systemis
established to nonitor and correct msutilization of drug
t her api es.

(b)Y Technical advisory commttee.--The departnent shal

establish a technical advisory conmttee conprised of a

sufficient nunber of practicing pharnmaci sts, physici ans,

acadeni ¢ pharmacol ogi sts and at | east one phar nacoecononi st to

reconmmend a |list of preferred singl e-source drugs and preferred

i nnovator nul tipl e-source drugs, based on nedical efficacy and

cost and provide the departnent with techni cal assi stance

related to drugs di spensed under the program

(c) Preferred drug list.--Fromthe list reconmended by the

techni cal advisory commttee, the secretary shall establish a

list of drugs to be rei nbursed by the program

Section 3. Section 509(6) of the act, added Novenber 21,
1996 (P.L.741, No.134), is anmended and the section is anended by
addi ng paragraphs to read:

Section 509. Program generally.
The program shall include the follow ng:

* * %

(6) [The] (i) Except as provided in subparagraph (ii),

the program shall consist of paynents to pharmaci es on behal f
of eligible claimants for 90% of the average whol esal e costs
of prescription drugs which exceed the copaynment, plus a

di spensing fee of at |east $3.50 or the dispensing fee
establ i shed by the departnent by regulation, whichever is

greater.

20020S1400B1899 - 3 -
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(ii) For A-rated generic therapeutically equival ent

drugs, the program shall consist of paynents to

pharmaci es on behalf of eligible claimants for the upper

limts established under 42 CFR 8 447.332 (relating to

upper limts for nmulti ple source drugs), plus a

di spensi ng fee of $3.50, or the di spensing fee

establi shed by the departnent by requl ati on, whi chever is

Thi s paragraph shall not apply to prescription drugs

di spensed under paragraph (9).

* * %

(8) The departnent shall establish a nedical exception

process whereby a prescribi ng physici an nay provide, online

or otherwise, clinical justification for an eligible clai mant

to receive a prescription drug that is not on the preferred

provider |ist established under secti on 505(c).

(9) (i) Except as provided in subparagraph (ii), in no

case shall an eligible claimant who is enrolled in

PACENET or PACENET Pl us but who has not yet satisfied the

deducti bl es required by this chapter be charged nore than

90% of the average whol esal e costs of prescription drugs

whi ch exceed the copaynent, plus a di spensing fee of at

| east $3.50 or the dispensing fee established by the

departnent by requl ati on, whi chever is greater.

(ii) For A-rated generic therapeutically equival ent

drugs, such eligible claimant shall not be charged nore

than the upper limts established under 42 CF. R §

447.332, plus a di spensing fee of at | east $3.50 or the

di spensi ng fee established by the departnent by

requl ati on, whi chever is greater.

20020S1400B1899 - 4 -
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(10) The Commonweal th shall nmake paynments to phar naci es

for prescription drugs di spensed to eligible clainants under

par agraph (9) in an anount equal to the difference between

the total anmount paid by the eliqgible claimnt under

par agraph (9) and the price of the drug at the particul ar

pharmacy on the date of the sale.

Section 4. Section 511 of the act, added Novenber 21, 1996
(P.L.741, No.134), is anended to read:
Section 511. Supply.

[Prescription] Except as may be provided in section 513.1 for

nmai nt enance drugs, prescription benefits for any single

prescription shall be imted to a 30-day supply of the
prescription drug or 100 units, whichever is |ess, except that,
in the case of diagnosis for acute conditions, the limtation
shall be a 15-day supply. This limtation shall not apply to
topical ointnents or gels that are not available in containers
whi ch neet the size and supply restrictions set forth in this
secti on.

Section 5. The act is anmended by adding a section to read:

Secti on 513. 1. Mail order program for mai ntenance drugs.

(a) GCeneral rule.--The departnent may offer a mail order

program for the delivery of maintenance drugs under the program

(b)Y Pharnmacy participation.--A pharmacy enrolled as a

provider nmay participate in any mail order program offered by

the departnment. Participati ng pharnaci es nust offer nmnil order

program partici pants or the participant's desi gnat ed

representative the opportunity for face-to-face consultati on at

| east once every 30 days. The departnment shall pay a

consul tation fee of $35 per hour on a prorated basis for

consul tation services provided for sel ected prescripti on drugs

20020S1400B1899 - 5 -
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as determ ned by the technical advisory conmttee.

Section 6. Sections 515 and 519 of the act, amended or added
Novenber 21, 1996 (P.L.741, No.134), are anended to read:
Section 515. Rei nbursenent.

For-profit third-party insurers, health maintenance

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

responsi bl e for any paynents nade by the programto a [providing

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.--
(1) A claimant with an annual incone of not |ess than
$14, 000 and not nore than [$16,000] $17,000 in the case of a
singl e person and of not |ess than $17,200 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.
(2) A person may, in reporting inconme to the departnent,
round the anount of each source of income and the incone
total to the nearest whole dollar, whereby any anmount which

is less than 50¢ is elimnated.

(b.1) Enrollnent fee.--

(1) An enrollnent fee of $50 shall be paid by an

eligible claimant to an enroll ed pharnacy of choice at the

tinme of enroll nent.

20020S1400B1899 - 6 -



1 (2) The enrolled pharmacy of choice shall deduct an

2 anount fromthe fee that the departnent approves as the

3 adm ni strative cost to the pharmacy and shall transnit the
4 bal ance of the fee to the departnent.

5 (c) Deductible.--

6 (1) Upon enrollnment in PACENET, eligible claimants in
7 the incone ranges set forth in subsection (b) shall be

8 required to neet an annual deductible in unreinbursed

9 prescription drug expenses [of $500 per person.] per person
10 as _follows:

11 Deducti bl e Si ngl e Person | ncone Married Couple |Incone
12 $300 $14, 000- 14, 999 $17,200-18, 199
13 350 15, 000-15, 999 18, 200-19, 199
14 _400 16, 000-17, 000 19, 200- 20, 200
15 (2) To qualify for the deductible set forth in this

16 subsection the prescription drug nust be purchased for the
17 use of the eligible claimant froma provider as defined in
18 this chapter

19 (3) The departnent, after consultation with the board,
20 may approve an adjustnment in the deductible on an annual
21 basi s.
22 (d) Copaynent.--For eligible claimnts under this section,
23 the copaynent schedul e, which may be adjusted by the departnent
24 on an annual basis after consultation with the board, shall be:
25 (i) eight dollars for noninnovator nultiple source drugs
26 as defined in section 702; [or]
27 (i1i) fifteen dollars for preferred single-source drugs
28 and preferred innovator mnultiple-source drugs as defined in
29 section 702[.];
30 (iii) twenty-five dollars for nonpreferred single source

20020S1400B1899 - 7 -
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drugs and nonpreferred i nnovator nultipl e-source drugs,

except as provided in paragraph (iv):; or

(iv) fifteen dollars for nonpreferred single source

drugs and nonpreferred i nnovator nultipl e-source drugs where

a nedi cal excepti on has been granted by the departnent.

Section 7. The act is anmended by addi ng sections to read:

Secti on 519. 1. Phar maceuti cal Assi stance Contract for the

El derl y Needs Enhancenent Tier Pl us.

(a) Establishnent.--There is hereby established within the

departnent a programto be known as the Pharnaceuti cal

Assi stance Contract for the Elderly Needs Enhancenent Tier Pl us

(PACENET Pl us).

(b) PACENET Plus eligibility.--A claimant with an annual

i ncone which is not | ess than $17,001 and not nore than $20, 999

in the case of a single person, and not | ess than $20, 201 and

not nore than $25,199 in the case of the conbi ned i ncone of

persons narried to each other shall be eligible for

partici pati on under this section. A person nmay, in reporting

i ncone to the departnent, round the anount of each source of

i ncone and the inconme total to the nearest whol e doll ar, whereby

any anpbunt which is |l ess than 50¢ is elim nated.

(c) Enrollnent fee.--

(1) An enrollnent fee of $50 shall be paid by an

eligible claimant to an enroll ed pharnacy of choice at the

tinme of enroll nent.

(2) The enroll ed pharmacy of choice shall deduct an

anount fromthe fee that the departnent approves as the

admi ni strative cost to the pharmacy and shall transnt the

bal ance of the fee to the departnent.

(d) Deducti bl e. --

20020S1400B1899 - 8 -



1 (1) Upon enrollnent in PACENET Plus, eligible clainants
2 in the incone ranges set forth in subsection (b) shall be

3 required to neet an annual deductible in unreinbursed

4 prescription drug expenses per person as follows:

5 Deducti bl e Singl e Person | ncone Married Couple |Incone

6 $450 $17, 001- 17, 999 $20, 201- 21, 199

7 500 18, 000- 18, 999 21, 200- 22, 199

8 550 19, 000- 19, 999 22, 200- 23, 199

9 600 20, 000- 20, 999 23, 200- 24, 199
10 _650 24, 200- 25, 199
11 (2) To qualify for the deductible set forth in this

12 subsection the prescription drug nust be purchased for the
13 use of the eligible clainant froma provider as defined in
14 this chapter.

15 (3) The departnment, after consultation with the board,
16 may_approve an adjustnent in the deductible on an annual

17 basis.

18 (e) Copaynent.--For eligible claimants under this section,
19 the copaynent schedule shall be the sane as provided under
20 section 519(d).
21 Section 523. Senior wellness program
22 The departnent shall provide eligible claimants with
23 educational materials to nmamintain physical and nental health.
24 Section 524. Prescription drug clearinghouse.
25 The departnent shall directly or by contract, establish,
26 inplenment and admi nister_a prescription drug clearinghouse which
27 is easily accessible to senior citizens by neans of a toll-free
28 tel ephone nunber and electronic and other nechanisns that:
29 (1) Facilitates access by senior citizens to
30 prescription_drugs.

20020S1400B1899 - 9 -



1 (2) ldentifies alternatives for securing or purchasing
2 prescription drugs through public or private prograns.

3 (3) Provides information resources relating to the

4 costs, coverage, policy and access to the prograns under

5 par agraph (2).

6 (4) Provides such additional information which wll

7 enabl e senior citizens to neke infornmed reasonabl e choices
8 related to the purchase of prescription drugs.

9 Section 525. Provider assistance.

10 (a) GCeneral rule.--The departnent shall:

11 (1) Encourage and facilitate physician use of online
12 t echnol ogy.

13 (2) Provide secure online and other technical assistance
14 to physicians related to prescription drugs dispensed to

15 claimants through the program including contraindications,
16 t herapeutic interchange, cost and nedi cal exception

17 processi ng.

18 (b) Adnministration.--The departnent in carrying out its

19 duties under this section nay enter into a contract with a

20 private contractor.

21 Section 526. Priority of prescription drug assi stance.

22 If the Federal CGovernment provides for a prescription drug

23 assi stance program and participants utilizing the prograns

24 offered by the Commbnwealth are al so qualified for coverage

25 under the Federal program then each participant shall first

26 utilize the Federal program and nay not seek Conmmpbnweal t h

27 assistance until Federal eligibility i s exhaust ed.

28 Section 8. The definitions of "covered prescription drug"
29 and "provider" in section 702 of the act, added Novenber 21,
30 1996 (P.L.741, No.134), are anmended and the section is anended
20020S1400B1899 - 10 -
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by addi ng definitions to read:
Section 702. 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:

* * %

"Aver age whol esale cost." The cost of a di spensed drug based

upon the price published in a national drug pricing systemin

current use by the Departnent of Aging as the average whol esal e

price of a prescription drug in the nost conmbn package si ze.

"Aver age whol esale price." Average whol esal e cost.

"Best price." As defined under section 1927 of the Soci al

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

* * %

"Covered prescription drug.” A legend drug, insulin, an
insulin syringe or an insulin needle eligible for paynent by the

Commonweal t h under PACE, PACENET, PACENET Pl us or desi gnated

phar maceuti cal prograns.

* * %

"PACENET Plus." The program established under section 519.1.

* * %

"Provider." A licensed pharmacy or di spensing physician

enrolled as a provider in PACE, PACENET, PACENET Pl us or

desi gnat ed pharmaceutical prograns.

* x *

Section 9. Sections 703 and 704(a) and (b) of the act, added
Novenber 21, 1996 (P.L.741, No.134), are anended to read:
Section 703. Rebate agreenent.

(a) Requirenent.--PACE, PACENET, PACENET Pl us and desi gnat ed

pharmaceuti cal progranms shall not reinburse for any covered

20020S1400B1899 - 11 -
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prescription drug without a rebate agreenent between the
departnment and the manufacturer of the covered prescription
dr ug.

(b) Exception.--Subsection (a) shall not apply if the
avai lability of the drug is essential to the health of eligible
clai mants as determ ned by the departnent.

(c) Agreenents.--Mnufacturers of prescription drugs

rei nbursed under PACE, PACENET, PACENET Pl us and desi gnat ed

pharmaceuti cal progranms nmust enter into a rebate agreenent with
t he departnent under this chapter to obtain such reinbursenent.
Not hing in this chapter shall be deenmed to affect or inpair any
agreenent made under the former provisions of Chapter 6 of the
act of August 14, 1991 (P.L.342, No.36), known as the Lottery
Fund Preservation Act.

(d) Notice.--The departnment shall notify enrolled providers

of PACE, PACENET, PACENET Plus and desi gnated pharmaceuti cal

progranms on an annual basis and, as appropriate, of al
manuf act urers who have entered into a rebate agreenent.

(e) Drug formulary.--Except as provided in section 512,
there shall be no drug formulary, prior or retroactive approval
systemor any simlar restriction inposed on the coverage of
out pati ent drugs made by nmanufacturers who have agreenents in
effect wwth the Commonwealth to pay rebates for drugs utilized

i n PACE [and], PACENET and PACENET Pl us, provided that such

out patient drugs were approved for marketing by the Food and
Drug Adm nistration. This subsection shall not apply to any act
taken by the departnent pursuant to its therapeutic drug
utilization review program under section 505.

Section 704. Terns of rebate agreenent.

(a) Quarterly basis.--A rebate agreenent shall require any

20020S1400B1899 - 12 -
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manuf act urer of covered prescription drugs to provide to the
departnment a rebate each cal endar quarter [in an anount

specified in section 705] in an anmount which shall give the

departnent the best price for the drugs provi ded under PACE,

PACENET and PACENET Plus, for covered prescription drugs of the

manuf act urer rei nbursed during the quarter. The rebate shall be
paid by the manufacturer not |ater than 30 days after the date
of receipt of the information described in subsection (b) for
t he period invol ved.

(b) Information.--

(1) The departnent shall report to each manufacturer,
not later than 60 days after the end of each cal endar
quarter, information by zip code of provider on the total
nunber of dosage units of each covered prescription drug

rei nbursed under PACE, PACENET, PACENET Pl us and desi gnat ed

pharmaceutical progranms during the quarter.

(2) A manufacturer nmay review the information provided
under paragraph (1) and verify information. Adjustnents to
rebates shall be made to the extent that information
indicates that utilization was greater or |ess than the
anount previously specified.

(3) In the event that in any quarter a materi al
di screpancy in the departnent's information is certified by
t he manufacturer prior to the due date of the rebate, the
departnment and the manufacturer shall, in good faith, attenpt
to resolve the discrepancy. If resolution is not reached
wi thin 30 days of receipt of the manufacturer's certification
by the departnment, the manufacturer may appeal the
departnment' s deci sion under the departnent's formal fair

heari ngs and appeal s process. The manufacturer shall pay the

20020S1400B1899 - 13 -
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departnent that portion of the rebate amount which is not

di sputed within the required time frame under this chapter.

Any bal ance due, plus statutory interest, shall be paid or

credited by the manufacturer or the departnment by the due

date of the next quarterly paynent after resolution of the

di sput e.

* x *

Section 10. Section 705 (a) and (c) of the act, added
Novenber 21, 1996 (P.L.741, No.134), are anended and the section
i s amended by addi ng a subsection to read:

Section 705. Anopunt 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 t h. Except as otherw se provided in this section,

t he amount of the rebate to the Commonweal th per cal endar
quarter with respect to each dosage formand strength of single-
source drugs and innovator multiple-source drugs shall be as
fol | ows:
(1) For quarters beginning after Septenber 30, 1992, and
endi ng before January 1, 1997, the product of the total

nunber of units of each dosage formand strength rei nbursed

by PACE and Ceneral Assistance in the quarter and the

di fference between the average manufacturer price and 85% of

that price, after deducting customary pronpt paynent

di scounts, for the quarter.

(2) For quarters beginning after Decenber 31, 1996

t hrough Decenber 31, 2002, the product of the total nunber of
units of each dosage form and strength rei nbursed by PACE,
PACENET, PACENET Pl us and desi gnated pharmaceuti cal prograns

20020S1400B1899 - 14 -



1 in the quarter and the difference between the average

2 manuf acturer price and 83% of that price, after deducting

3 customary pronpt paynent di scounts.

4 (3) For quarters beginning after Decenber 31, 2002, the
5 product of the total nunber of units of each dosage form and
6 strength rei nbursed by designated pharnaceutical progranms in
7 the quarter_and the difference between the average

8 manuf acturer price and 83%of that price, after deducting

9 customary pronpt paynent di scounts.

10 (4) For quarters beginning after Decenber 31, 2002, the
11 product of the total nunber of units of each dosage form and
12 strength rei nbursed by PACE, PACENET and PACENET Plus in the
13 quarter and the difference between the average whol esal e

14 price and 83%of that price, after deducting customary pronpt
15 paynent di scounts.

16 * x *

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

18 Decenber 31, 1996 through Decenber 31, 2002:

19 (1) The armount of the rebate to the Commonwealth for a
20 cal endar quarter with respect to covered prescription drugs
21 whi ch are noni nnovator multiple-source drugs shall be [the
22 greater of] equal to the best price or the product of:
23 (i) the applicable percentage of the average
24 manuf acturer price, after deducting customary pronpt
25 paynent discounts, for each dosage form and strength of
26 such drugs for the quarter; and
27 (ii) the nunmber of units of such form and dosage
28 rei nbursed by PACE, PACENET, PACENET Pl us and desi gnated
29 pharmmaceutical programs in the quarter[.], whichever is
30 greater.

20020S1400B1899 - 15 -



1 (2) For purposes of paragraph (1), the applicable

2 percentage is 17%

3 (c.1) Revised rebate for other drugs in 2003. --Beginning

4 after Decenber 31, 2002:

5 (1) The anmount of the rebate to the Commobnwealth for a
6 cal endar quarter with respect to covered prescription drugs
7 whi ch _are noni nnovator nultiple-source drugs shall be the

8 greater of the product of:

9 (i) the applicable percentage of the average

10 manuf acturer price, after deducting customary pronpt

11 paynent di scounts, for each dosage form and strength of
12 such drugs for the quarter; and

13 (ii) the nunber of units of such form and dosage
14 rei mbursed by designated pharnaceutical prograns in the

[N
(63}

(e}
c
Q
=
—
1)
=

16 (2) The anount of the rebate to the Commobnwealth for a
17 cal endar quarter with respect to covered prescription drugs
18 whi ch _are noni nnovator nultiple-source drugs shall be the

19 greater of the product of:

20 (i) the applicable percentage of the average

21 whol esal e price, after deducting custonmary pronpt paynent
22 di scounts, for each dosage form and strength of such

23 drugs for the quarter; and

24 (ii) the nunber of units of such form and dosage

25 rei mbursed by PACE, PACENET and PACENET Plus in the

N
(e}
(e}
c
Q
=
—
D
=

27 (3) For purposes of paraqgraphs (1) and (2), the

28 applicabl e percentage is 17%

29 * * *

30 Section 11. Section 706(b) of the act, added Novenber 21,

20020S1400B1899 - 16 -
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1996 (P.L.741, No.134), is anended to read:
Section 706. Excessive pharmaceutical price inflation discount

f or desi gnat ed pharnaceuti cal proqgrans.

* * %

(b) Revised general rule.--A discount shall be provided to

the departnent for all covered prescription drugs under

desi gnat ed pharnaceuti cal prograns. The di scount shall be

cal cul ated as foll ows:

(1) For each quarter for which a rebate under section
705(a) and (c) is to be paid after Decenber 31, 1996, the
average manufacturer price for each dosage form and strength
of a covered prescription drug shall be conpared to the
average manufacturer price for the same formand strength in
t he previous 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 gnated
pharmaceuti cal progranms and the average nmanufacturer
price reported by the manufacturer under section

704(c) (1).

* * %
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Section 12. The act is anended by adding a section to read:

Secti on 706. 1. Excessi ve pharnmaceutical price inflation

di scount for PACE, PACENET and PACENET Pl us.

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

PACENET and PACENET Plus. The di scount shall be cal cul ated as

foll ows:

(1) For each quarter for which a rebate under section

1
2
3
4
5 departnent for all covered prescription drugs under PACE,
6
7
8
9

705(a) and (c) is to be paid after Decenber 31, 1996, through

10 Decenber 31, 2002, the average nmanufacturer price for each
11 dosage form and strength of a covered prescription drug shal
12 be conpared to the average manufacturer price for the sane
13 formand strength in the previous cal endar year and a

14 per cent age i ncrease shall be cal cul at ed.

15 (2) For each quarter under paragraph (1), the average
16 percentage increase in the Consuner Price |ndex-Ur ban over

17 the sane quarter in the previous cal endar year shall be

18 cal cul at ed.

19 (3) If the calculation under paragraph (1) is greater

20 than the cal cul ati on_under paragraph (2), the di scount anount
21 for each quarter shall be equal to the product of:

22 (i) the difference between the cal cul ati ons _under

23 par agraphs (1) and (2); and

24 (ii) the total nunber of units of each dosage form
25 and strength rei nbursed by PACE, PACENET and PACENET Pl us
26 and the average nmanufacturer price reported by the

27 manuf act urer _under section 704(c)(1).

28 (b) Discounts after Decenber 31, 2002.--A discount shall be

29 provided to the departnent for all covered prescription drugs

30 under PACE, PACENET and PACENET Pl us. The di scount shall be
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1
2
3
4
5
6
-
8
9

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

cal cul ated as foll ows:

(1) For each quarter for which a rebate under section

705(a) and (c) is to be paid after Decenber 31, 2002, the

aver age whol esale price for each dosage form and strength of

a covered prescription drug shall be conpared to the average

whol esal e price for the sane formand strength in the

previ ous cal endar year and a percentage i ncrease shall be

cal cul at ed.

(2) For each quarter under paradgraph (1), the average

percentage i ncrease in the Producer Price | ndex for

Phar maceuti cal s over the sane quarter in the previ ous

cal endar year shall be cal cul at ed.

(3) |If the calcul ati on under paragraph (1) is greater

than the cal cul ati on under paraqgraph (2), the di scount anpunt

for each quarter shall be equal to the product of:

(i) the difference between the cal cul ati ons under

par agraphs (1) and (2):; and

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

and strength rei nbursed by PACE, PACENET and PACENET Pl us

and the average whol esale price reported by the

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

Section 13. Section 709 of the act, added Novenber 21, 1996
(P.L.741, No.134), is anended to read:
Section 709. Disposition of funds.

(a) PACE [and], PACENET and PACENET Pl us.--Money received

under this chapter in connection with PACE [and], PACENET and
PACENET Pl us shall be deposited in the Pharmaceutical Assistance

Contract for the Elderly Fund.
(b) Designated pharnaceutical prograns.--Mney received

under this chapter in connection with designated pharnaceuti cal
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prograns shall be treated as a refund of expenditures to the
appropriation which originally provided the funding for the
phar maceuti cal purchase.

Section 14. The act is anended by adding a section to read:

The secretary nmay enter into a nulti state agreenent to obtain

addi ti onal di scounts.

1
2
3
4
5 Section 710. Interstate agreenent.
6
7
8

Section 15. This act shall take effect in 60 days.
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