HB0209 Enrol | ed LRB093 04349 SJM 04398 b

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

27
28
29
30

AN ACT concerni ng di scount prescription drugs for senior

citizens and di sabl ed persons.

Be it enacted by the People of the State of |Illinois,

represented in the General Assenbly:

Section 1. Short title. This Act may be cited as the
Senior Citizens and Disabled Persons Prescription Dr ug

Di scount Program Act.

Section 5. Findings. The CGeneral Assenbly finds that:

(a) Although senior citizens represent 12% of the
popul ati on, they use on average 37% of prescription drugs
t hat are di spensed.

(b) Senior citizens in the United States wthout
prescription drug insurance coverage pay the highest prices
in the world for needed nedi cations.

(c) Hgh prescription drug prices force many Illinois
seniors to go wthout proper nedication or other necessities,
thereby affecting their health and safety.

(d) Prescription drug prices inthe United States are
the worl d's highest, averagi ng 32% hi gher than in Canada, 40%
hi gher than in Mexico, and 60% hi gher than in Geat Britain.

(e) Regardless of household inconme, seniors wthout
prescription drug coverage are often just one serious illness
away from poverty.

(f) Reducing the price of prescription drugs would
benefit the health and well-being of all Illinois senior

citizens by providing nore affordable access to needed drugs.

Section 10. Purpose. The purpose of this program is to
require the Departnent of Central Managenent Services to
establish and adm nister a programthat will enable eligible

senior citizens and di sabl ed persons to purchase prescription
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drugs at di scounted prices.

Section 15. Definitions. As used in this Act:

"Aut hori zed pharmacy” neans any pharmacy registered in
this State under the Pharmacy Practice Act of 1987 and
approved by the Departnent or its program adm ni strator

"AWP" or "average wholesale price" neans the anopunt
determined fromthe |atest publication of the Red Book, a
universally subscribed pharmacist reference guide annually
published by the Hearst Corporation. "AW" or "average
whol esal e price" may al so be derived electronically from the
drug pricing database synonynous with the [ atest publication
of the Red Book and furnished in the National Drug Data File
(NDDF) by First Data Bank (FDB), a service of the Hearst
Cor por ati on.

"Departnent” neans the Departnent of Central Managenent
Servi ces.

"Director” neans the Director of Central Mnagenent
Servi ces.

"Di sabl ed person” neans a person unable to engage in any
substantial gainful activity by reason of a medi cal | y
determ nable physical or nental inpairment which can be
expected to result in death or has |asted or can be expected
to last for a continuous period of not |less than 12 nonths.

"Drug manufacturer” neans any entity (1) that is |ocated
wthin or outside Illinois that is engaged in (i) the
producti on, preparati on, pr opagati on, conpoundi ng,
conversion, or processing of prescription drug products
covered under the program either directly or indirectly by
extraction from substances of natural origin, independently
by means of chem cal synthesis, or by a conbination of
extraction and chemcal synthesis or (ii) the packaging,
r epackagi ng, | evel i ng, | abel i ng, or di stribution of

prescription drug products covered under the programand (2)
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that elects to provide prescription drugs either directly or
under contract with any entity providing prescription drug
services on behal f of the State of Illinois. "Drug
manuf acturer”, however, does not i ncl ude a whol esale
distributor of drugs or a retail pharmacy |icensed under
[1'linois |aw

"Eligible senior"” neans a person who is (i) a resident of
Il'linois and (ii) 65 years of age or ol der.

"Prescription drug" neans any prescribed drug that may be
| egal | y di spensed by an aut horized pharmacy.

"Programt neans the Senior Ctizens and D sabled Persons
Prescription Drug D scount Program created under this Act.

"Program adm nistrator” neans the entity that is chosen
by the Department to admnister the program The program
admnistrator may, in this case, be the D rector or a
Phar macy Benefits Manager (PBM chosen to subcontract wth
the Director.

"Rul es” includes rules adopted and forns prescribed by

t he Depart nent.

Section 17. Determnation of disability. Di sabl ed
persons filing applications for participation in the program
shall submt proof of disability in such formand manner as
t he Departnent shall by rule prescribe. Proof that a claimant
is eligible to receive disability benefits under the Federal
Social Security Act shall constitute proof of disability for
pur poses of this Act. Issuance of an Illinois D sabled Person
Identification Card stating that the claimant is under a
Class 2 disability, as defined in Section 4A of the Illinois
|dentification Card Act, shall <constitute proof that the
person nanmed thereon is a disabled person for purposes of
this Act. A disabled person not covered under the Federal
Social Security Act and not presenting a Disabled Person

Identification Card stating that he or she is under a Cass 2
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disability shall be exam ned by a physician designhated by the
Department, and his or her status as a disabled person

determ ned using the sane standards as used by the Soci al

Security Adm ni stration. The costs of any required
exam nation shall be borne by the person cl ai m ng a
di sability.

Section 20. The Senior Citizens and D sabled Persons
Prescription Drug D scount Program The Senior Citizens and
Di sabl ed Persons Prescription Drug Di scount Program is
established to protect the health and safety of senior
citizens and di sabl ed persons. The program shall be
adm ni stered by the Departnent. The Department or its program
adm nistrator shall (i) enroll eligible seniors and disabled
persons into the program as provided in Section 35 of this
Act, to qualify them for a discount on the purchase of
prescription drugs at an authorized pharmacy, (ii) enter into
rebate agreenents with drug manufacturers, as provided under
Section 30 of this Act, and (iii) subject to the provisions
of Section 47 of this Act, conpensate pharnacies
participating in the program as provided under Section 25 of

this Act.

Section 25. Program adm ni stration.

(a) The Departnent 1is authorized under this Act to be
the program adm nistrator. [If the Departnent is not the
program admnistrator, 90 days after the effective date of
this Act, the Departnent nust issue a request for proposals
for Dbidders interested in admnistering the program Bidders
nmust conpete on the basis of the followng mninumcriteria:

(1) The Director shall solicit and accept proposals
fromentities to provide for adm nistration of a program
or prograns in accordance wth rules adopted under

Section 45. Proposals nust be submtted not |later than a
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established by the Director. The D rector shal
t only those proposals that specify the follow ng:
(A) The estimated anount of the discount based
on the entity's previous experience and how the
di scount is to be achieved.
(B) The extent that discounts on prescription
dr ugs are to be achi eved t hrough rebates,
adm nistrative fees, or other fees or discounts in

prices t hat t he entity negotiates wth drug

manuf act ur ers. The proposals shall assure that
rebat es or discounts wll be used to do the
fol | ow ng:

(1) reduce costs to cardhol ders;

(1i) achieve discounts for cardhol ders;
and

(iii1) cover costs for admnistering the
program

(© Any other benefits offered to cardhol ders.

(D) The estimted nunber and geogr aphi c
distribution of participating pharmacies in the
adm ni strator's pharmacy networKk.

(E) The pl an for phar macy conpensati on,
pursuant to subsection (e) of this Section.

(F) The nethod used for det er m ni ng t he
prescription drugs to be covered by the program
including the criteria and process for establishing
a preferred drug list, if applicable.

(G How the entity proposes to inprove
medi cati on managenent for cardhol ders, including any
program of di sease nmanagenent.

(H  How car dhol ders and partici pating
pharmacies wll be informed of the discounted price
negoti ated by the entity.

() How the entity wll handle conplaints
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about the progranis operation.

(J) The entity's previ ous experience in
managi ng sim |l ar prograns.

(K) Any additional information requested by
the Director.

(2) The Director shall contract with one or nore
entities to admnister a programor prograns on the basis
of the proposals submtted, but may require an
admnistrator to nodify its conduct of a programin
accordance with rul es adopted under Section 45.

The Director shall adopt rules specifying the period
for which a contract will be in effect and may term nate
a contract if an admnistrator fails to conduct a program
in accordance with its proposal or with any nodifications
required by rule. Wien a contract period ends or a
contract is termnated, the Director shall enter into a
new contract in the manner specified in this Section for
an original contract. Prior to nmaking a new contract, the
Director may nodify the rules for admnistration of the
program or prograns.

(b) As wused in this Section, "adm nistrator"” includes

the adm nistrator's parent conpany and any subsidiary of the

parent conpany.

(1) No admnistrator shall sell any information
concerning a person who holds a prescription drug
di scount card, other than aggregate information that does
not identify the cardholder, wthout the cardhol der's
witten consent.

(2) Unless an admnistrator has the cardholder's
witten consent, no adm ni strat or shall use any
personally identifiable information that it obt ai ns
concerning a cardhol der through the programto pronote or
sell a program or product offered by the adm nistrator

that is not related to the admnistration of the program
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Thi s subsection (b) does not prohibit an adm nistrator

from contacting cardholders concerning participation in

or admnistration of the program including, but not
limted to, mailing a |ist of pharmacies participating in

t he program s network or participating in disease

managenent prograns.

(3) To the extent that a discount is achieved
through rebates, admnistrative fees, or any other fees
or discounts in prices that an adm nistrator negotiates
with drug manufacturers, an adm nistrator shall use the
rebates or discounts to do the foll ow ng:

(A) reduce costs to cardhol ders;

(B) achieve discounts for cardhol ders; and

(C cover any admnistrative costs of the
progr am

(4) The admnistrator shall not wuse any funds
generated fromrebates, discounts, admnistrative fees,
or other fees to pronote its nmail order pharmacy
operation or the mail order pharmacy operation of an
affiliate. This subdivision (b)(4) does not, however,
limt the participation of an Illinois-licensed pharnmacy
under this Act if that pharmacy provides prescription
drugs by mail order.

(c) Beginning on January 1, 2004, the amount paid by
eligible seniors and di sabl ed persons enrolled in the program
to authorized pharnacies for prescription drugs my not
exceed prices established as a result of t he rebat e
agreenents under Section 30. The &eligible seniors and
di sabl ed persons shall pay the price determ ned under Section
30 plus a dispensing fee of $3.50 per prescription for brand
name drug products, single-source drug products, and, for a
period of 6 nonths, newl y-rel eased generic drug products and
$4.25 per prescription for all other generic drug products,

except that the total anobunt paid by the eligible senior or
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di sabl ed person for each prescription drug under this program
shal | not exceed the usual and customary <charge for such
prescription.

(d) The contract between the Departnent and a pharmacy
benefits manager nust, at a mninmum neet the criteria of
subsection (a). The contract nust also require notification
by the pharmacy benefits nmanager of any proposed or ongoing
activity that involves, directly or indirectly, any conflict
of interest on the part of the pharmacy benefits nmanager. The
Department shall ensure that the pharmacy benefits manager
conplies with the contract and shall adopt all procedures
necessary to enforce the contract.

(e) The Departnent or program adm nistrator shal |,
subject to the funds avail abl e under Section 30 of this Act,
conpensate authorized pharmacies for prescription dr ugs
di spensed under the programfor the difference between the
anount paid by the eligible senior or disabled person for
prescription drugs dispensed under the programand (i) the
AW mnus 12% for brand nane drug products, single-source
generic drug products, and, for a period of 6 nonths,
new y-rel eased generic drug products and (ii) the AWP m nus
35% for all other generic drug products. The Departnent shal
conpensate a pharmacy under this subsection (e) only if the
anount paid by the eligible senior or disabled person has
been discounted to a price, including the dispensing fees
stated in subsection (c) of this Section, that is less than
(1) the AW mnus 12% for brand name drug products,
si ngl e-source generic drug products, and, for a period of 6
nmont hs, new y-rel eased generic drug products and (ii) the AW,
m nus 35%for all other generic drug products.

(f) Beginning on January 1, 2004, the Departnent or
program adm ni strator shall reinburse pharmacies under this

Section within 30 days after adjudication of the claim
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Section 30. Manufacturer rebate agreenents.

(a) Taking into consideration the extent to which the
State pays for prescription drugs under various State
prograns and the provision of assistance to disabled persons
or eligible seniors wunder patient assistance pr ogr ans,
prescription drug di scount prograns, or other offers for free
or reduced price nedicine, clinical research projects,
[imted supply distribution prograns, conpassionate use
progranms, or prograns of research conducted by or for a drug
manuf acturer, the Departnent, its agent, or the program
adm ni strator shal | negoti ate and enter into rebate
agreenents with drug manufacturers, as defined in this Act,
to effect prescription drug price discounts. The Depart nment
or program adm nistrator nay establish a preferred drug |Iist
as a basis for determning the discounts, admnistrative
fees, or other fees or rebates under this Section.

(b) Rebate paynent procedures. All rebates negotiated
under agreenents described in this Section shall be paid in
accordance wth procedures prescribed by the Departnent or
t he program adm ni strator.

(c) Receipts from rebates shall be wused to provide
di scounts for prescription drugs purchased by eligible
seniors and disabled persons and to cover the cost of
adm ni stering the program including conpensation to be paid
to participating pharmacies by the Departnent or program
adm ni strator under subsection (e) of Section 25. Any
receipts to be allocated to the Departnent shall be deposited
into the Senior Citizens and Di sabl ed Persons Prescription
Drug Di scount Program Fund, a special fund hereby created in

the State treasury.

Section 35. Programeligibility.
(a) Any person may apply to the Departnent or its

program adm ni strator for participation in the programin the
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form and manner required by the Departnment. The Departnent or
its program adm nistrator shall determne the eligibility of
each applicant for the programw thin 30 days after the date
of application. To participate in the program an eligible
seni or or di sabl ed person whose application has been approved
must pay $25 wupon enrollnment and annually thereafter and
shall receive a programidentification card. The card may be
presented to an authorized pharmacy to assist the pharmacy in
verifying eligibility under the program The Departnent shal
deposi t the enrollnent fees <collected into the Senior
Ctizens and Disabled Persons Prescription Drug D scount
Program Fund. The noneys collected by the Departnent for
enrol I ment fees and deposited into the Senior Ctizens and
Di sabl ed Persons Prescription Drug D scount Program Fund nust
be separately accounted for by the Departnent. If 2 or nore
persons are eligible for any benefit under this Act and are
menbers of the sanme househol d, each participating househol d
menber shall apply to the Departnent and pay the fee required
for the purpose of obtaining an identification card.

(b) Proceeds fromannual enrollnment fees shall be used
by the Departnent to offset the adm nistrative cost of this
Act. The Departnent may reduce the annual enrollnent fee by
rule if the revenue fromthe enrollnent fees is in excess of
the costs to carry out the program

(c) Any person who is eligible for phar maceuti cal
assistance under the Senior GCtizens and D sabl ed Persons
Property Tax Relief and Pharmaceutical Assistance Act is
presuned to be eligible for this program The enroll nent fee
under this Act is not required for such persons. That person
may purchase prescription drugs under this programthat are
not covered by the pharmaceutical assistance program under
the Senior Ctizens and D sabl ed Persons Property Tax Reli ef
and Pharmaceuti cal Assistance Act by using the identification

card issued under the pharmaceutical assistance program
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Section 40. Eligible pharnmacies.

(a) The Departnent or its program adm nistrator shal
adopt rules to establish standards and procedures for
participation in the program and approve those pharnacies
that apply to participate and neet the requirenents for
participation. Pharmacies in the program admnistrator's
network nust also conply with the Departnent's standards and
procedures for participation.

(b) The Depart nent shall establish procedures for
properly contracting for pharmacy servi ces, val i dating
rei nbursenent clainms, validating conpliance of authorized
pharmacies with the conditions for participation required
under this Act, and otherwi se providing for the effective
adm nistration of this Act. The Director, in consultation
wi th pharmacists |licensed under the Pharmacy Practice Act of
1987, may enter into a witten contract with any other State
agency, instrunentality, or political subdivision or with a
fiscal internmediary for the purpose of naking paynents to
aut hori zed pharmaci es and coordi nating the programw th ot her
prograns that provide paynents for prescription drugs covered

under the program

Section 45. Rules. The Departnent shall adopt rules to
i npl ement and adm ni ster the program which shall include the
fol | ow ng:

(1) Execution of <contracts wth pharmacies to
participate in the program The contracts shall stipulate
terms and conditions for the participation of authorized
pharmacies and the rights of the State to termnate
participation for breach of the contract or for violation
of this Act or rules adopted by the Departnent under this
Act .

(2) Establishnment of maximnumlimts on the size of

prescriptions that are eligible for a discount under the
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program up to a 90-day supply, except as my be
necessary for utilization control reasons.

(3) Inspection of appropriate records and audits of
participating authorized pharmacies to ensure contract
conpliance and to determine any fraudulent transactions
or practices under this Act.

(4) Specify how a resident may apply to participate
in the program

(5) Specify the circunstances under which the
Director my require an admnistrator to nodify its
conduct of the program

(6) Specify the duration of a contract.

(7) Require t hat an admnistrator permt any
II'linois-licensed pharmacy wlling to conply wth the
requirenents of this Act and ternms and conditions for
participation in the programis network to participate in
any network used by the adm nistrator for its program

(8 Permt an admnistrator to negotiate with one
or nore drug manufacturers for discounts in drug prices
or rebates.

(9) Permt an admnistrator to receive any rebate
paynments from drug manufacturers.

(10) Permt an adm ni strator to devel op,
adm nister, and pronote a program of di sease managenent
pursuant to witten agreenents between the adm nistrator
and phar maci es partici pating under t he program

established by this Act.

Section 47. Limt on State's obligation for cost of
admnistration. The State of Illinois is obligated for the
cost of adm nistering this programonly to the extent of the
anount of noney collected as enroll nent fees under Section 35
of this Act, rebates collected under Section 30 of this Act,

and funds appropriated by the General Assenbly for the
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pur pose of this Act.

Section 50. Report on admnistration of program The
Departnent shall report to the Governor and the General
Assenbly by March 1st of each year on the adm nistration of
the program under this Act. The report shall include but not
be limted to the fol |l ow ng:

(1) the nunber of disabled persons and seniors eligible
and enrolled in the program by county;

(2) the activities undertaken by the State to inform
di sabl ed persons and seni ors about the program

(3) the nunber of prescriptions filled under the program
for enrollees, and the estimted savings for enroll ees;

(4 a listing of the manufacturers and pharnacies
participating in the program

(5) the anount of enrollnent fees and rebates collected
under the program and any additional funds or resources nmade
avai l abl e to cover the cost of the program

(6) the item zed annual cost of admnistering the
program and

(7) findings and recommendati ons regardi ng problens and
solutions related to the program together with proposals for
changes in the rules, regulations, or |aws necessary to

i nprove the adm nistration of the program

Section 990. The State Finance Act is amended by adding

Section 5.595 as foll ows:

(30 I'LCS 105/5.595 new)

Sec. 5.595. The Senior Citizens and D sabl ed Persons

Prescription Drug D scount Program Fund.

Section 99. Effective date. This Act takes effect on

July 1, 200S3.
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