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AN ACT concerni ng di scount prescription drugs for senior

citizens.

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 Citizen Prescription Drug D scount Program Act.

Section 5. Findings. The General 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 cati ons.

(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) Prescription drug prices listed on the Federal
Supply Schedule that serve the Veterans Adm nistration, the
Depart ment of Defense, and the Coast Guard average 52% bel ow
the non-federal average manufacturer's price.

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

(g) 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.

(h) Drug prices on the Federal Supply Schedule are

negotiated by the Departnent of Veterans Affairs and are the
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best publicly available indicator of the prices that drug
conpani es charge their favored custoners.

(1) The State of Illinois is involved in the purchase of
prescription drugs in a nunber of areas: the Departnent of
Central Managenent Services is involved in the purchase of
prescription drugs for the State enpl oyees group insurance
program for State-operated nental health and devel opnment al
disabilities facilities, and for Departnent of Veterans
Affairs facilities; the Departnent of Public Health is
i nvol ved in the purchase of prescription drugs for ADAP (Al ds
Drug Assistance Progranm) and for t he STD  (Sexual ly
Transmtted D seases) Program the Department of Corrections
is involved in the purchase of prescription drugs for prison
inmates; the Departnent of Revenue is involved in the
purchase of prescription drugs for the "Circuit Breaker™
Phar maceuti cal Assistance Program the Departnent of Children
and Famly Services is involved in t he pur chase of
prescription drugs for State wards; and the Departnent of
Public Aid is involved in the purchase of prescription drugs
for Medicaid recipients; collectively this affords the State
of Illinois great bargaining power for the purchase of

prescription drugs.

Section 10. Purpose. The purpose of this Programis to
require the Departnent of Central Managenent Services to
establish and adm nister a programthat will enable eligible
senior citizens to purchase prescription drugs at discounted

prices.

Section 15. Definitions. As used in this Act:

"Aut horized pharmacy” neans any pharmacy registered in
this State under the Pharmacy Practice Act of 1987 and
approved by the Departnent.

"AWP" or "Average wholesale price" neans the anount
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determined fromthe | atest publication of the Blue Book, a
universally subscribed pharmacist reference guide annually
publ i shed by the Hearst Corporation. "AWP" or "Average
whol esal e price" may also be derived electronically fromthe
drug pricing database synonynous with the [ atest publication
of the Blue 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.

"Drug manufacturer” neans any entity (1) that is |ocated
within or outside Illinois that is engaged in (i) the
pr oducti on, pr eparati 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)
that elects to provide prescription drugs either directly or
under contract with any entity providing prescription drug
services on behalf of the State of Illinois. "Dr ug
manuf acturer”, however, does not i ncl ude a whol esale
distributor of drugs or a retail pharmacy |icensed under
I1'linois |aw

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

"Federal Supply Schedule" or "FSS' neans a price
cat al ogue contai ning goods avail abl e for purchase by federal
agencies. Drug prices on the FSS are negotiated by the

(U.S.) Departnment of Veterans' Affairs and are the best
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publicly avail abl e indicator of prices drug conpanies charge
favored custoners.

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

"Progranf neans the Senior Citizen Prescription Drug
Di scount Program created under this Act.

"Rul es"” includes rules adopted and fornms prescribed by

t he Depart nent.

Section 20. The Senior Citizen Prescription Drug D scount
Program The Senior Citizen Prescription Drug Discount
Programis established to protect the health and safety of
senior citizens. The Program shall be adm nistered by the
Department. The Departnent shall (i) enroll eligible seniors
into the Programto qualify them for a discount on the
purchase of prescription drugs at an authorized pharmacy,
(1i) enter into rebate agreenents wth drug manufacturers,
and (iii) reinburse pharmacies for the cost of providing
di scounts using the proceeds from the manufacturer rebate

agreenents.

Section 25. Prescription drug prices.

(a) Beginning on January 1, 2002, the anount paid by
eligible seniors enrolled in the Program to authorized
pharmacies for prescription drugs nmay not exceed prices
listed on the Federal Supply Schedul e plus a dispensing fee
cal cul ated as provided in Section 3.16 of the Senior G tizens
and Di sabl ed Persons Property Tax Relief and Pharnmaceuti cal
Assi stance Act. Nothing in this Act precludes any authorized
pharmacy fromcharging less than the listed price on the
Federal Supply Schedule. The Departnent nust provide the
appl i cabl e Federal Supply Schedul e to authorized pharnacies.
For prescription drugs that are not listed on the Federal

Supply Schedul e, the anobunt paid by eligible seniors enrolled
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in the Programto authorized pharmacies may not exceed the
AW m nus 35% plus a dispensing fee calculated as provided in
Section 3.16 of the Senior GCtizens and D sabl ed Persons
Property Tax Relief and Pharnmaceutical Assistance Act.

(b) Subject to the requirenents of +the State Pronpt
Paynent Act, the Departnent shall conpensate authorized
pharmacies fromthe Senior Citizen Prescription Drug D scount
Program Fund for the difference between the anount paid by
eligible seniors for prescription drugs di spensed under the

Program and the AWP m nus 10%

Section 30. Manufacturer rebate agreenents.

(a) Taking into consideration the extent to which the
State pays for prescription drugs under various State
prograns, the Departnment or its agent shall negotiate and
enter into rebate agreenents wth drug manufacturers, as
defined in this Act, to effect prescription drug price

di scounts. Persons eligible for benefits under this Program

shall be entitled to purchase prescription drugs at the
negoti ated di scount price. The rebate agreenent shall be
equal to the cost to the Departnent for reinbursing

aut hori zed pharnmaci es under this Act pursuant to subsection
(b) of Section 25. The rebate agreenent shall Dbecone
effective the first day of the cal endar quarter that begins
60 days after the date the agreenent is entered into.

(b) The Departnent shall devel op a nodel rebat e
agreenent for prescription drugs dispensed on and after the
effective date of this Act.

(c) Rebate paynent procedures. All rebates negotiated
under agreenents described in this Section shall be paid to
the Departnent in accordance with procedures prescribed by
t he Depart nent. All rebates mnust be remtted to the
Department not later than 30 days after receipt of a request

for paynent by the Departnent.
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(d) The receipts fromthe rebates and noneys transferred
under Section 33 shall be deposited into the Senior Citizen
Prescription Drug D scount Program Fund, a special fund
hereby created in the State treasury, and shall be used,
subj ect to appropriation, to cover the cost of reinbursing
aut hori zed pharmacies wunder this Act pursuant to subsection

(b) of Section 25.

Section 33. Transfer to Senior Ctizen Prescription Drug
Di scount Program Fund.

(a) Wthin 30 days after the effective date of this
anmendatory Act of the 92nd GCeneral Assenbly, the State
Comptroller shall direct and the State Treasurer shal
transfer $27,000,000 fromthe General Revenue Fund to the
Senior Citizen Prescription Drug D scount Program Fund to
facilitate the paynent of reinbursenents to aut hori zed
phar maci es. Repaynent of principal and interest to the
General Revenue Fund shall be made so that the balance in the
General Revenue Fund will be restored as if the transfer to
the Senior Citizen Prescription Drug D scount Program Fund
had not been nmade. Upon a certification by the Departnent of
Revenue that the obligations under subsection (b) of Section
25 are being net, beginning on July 1, 2002, and on the 1st
of each nonth thereafter until t he pri nci pal anmount
transferred from the General Revenue Fund plus interest has
been repaid, the State Conptroller shall direct and the State
Treasurer shall transfer 1/12th of $27,000, 000, or so nuch of
that amount as 1is necessary, from the Senior Citizen
Prescription Drug D scount Program Fund to the General
Revenue Fund plus accrued interest. The bal ance of the
anount transferred fromthe General Revenue Fund shall bear
interest at the rate of 7.5%per annumuntil the required
transfers back into the General Revenue Fund have been

conpl et ed.
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Section 35. Programeligibility.

(a) Any person may apply to the Departnent for
participation in the Programin the formand manner required
by the Departnent. The Departnent 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 senior whose application has been approved by the
Department nust pay $25 upon enroll nent and annual |y
thereafter and shall receive a Programidentification card.
The card may be presented to an authorized pharmacy to assi st
the pharmacy in verifying eligibility under the Program The
Departnent shall deposit the enrollnment fees collected into
the Senior Ctizen Prescription Drug D scount Program Fund.
The nonies collected by the Departnent for enroll nment fees
and deposited into the Senior Citizen Prescription Drug
Di scount Program Fund nust be separately accounted for by the
Department. If 2 or nore persons are eligible for any benefit
under this Act and are nenbers of the same househol d, each
partici pating househol d nmenber shall apply to the Departnent
and pay the fee required for the purpose of obtaining an
identification card.

(b) Proceeds fromannual enrollnment fees, subject to
appropriation, shall be used by the Departnent to offset the
adm nistrative cost of this Act. The Departnment my reduce
the annual enrollnent fee by rule if the revenue fromthe
enrollment fees is in excess of the costs to carry out the
Pr ogr am

(c) Any person who is eligible for pharmaceutical
assi stance under the Senior Citizens and D sabled Persons
Property Tax Relief and Pharmaceutical Assistance Act is
presuned to be eligible for this Program That person may
purchase prescription drugs under this Programthat are not
covered by the pharmaceutical assistance program under the

Senior GCitizens and Di sabl ed Persons Property Tax Relief and
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Phar maceuti cal Assistance Act by wusing the identification

card issued under the pharmaceutical assistance program

Section 40. Eligible pharnacies.

(a) The Departnent shall adopt rules to establish
standards and procedures for participation in the Program and
approve those pharnmacies that apply to participate and neet
the requirenments for participation. The Departnment may
remove the authorization of a pharmacy to participate in this
Program for failure to neet the standards and procedures for
participation established by the Departnment by rule. Any
pharmacy that has been renoved as an authorized pharmacy by
the Departnent may apply for reinstatenment as an authorized
phar macy in accordance wth standards and procedures
establi shed by the Departnent by rule.

(b) The Departnent shall annually review the eligibility
of pharmacies to participate in the Program

(c) The Departnent shall establish pr ocedur es for
properly contracting for pharmacy services, validating
rei nbursenent clains, validating conpliance of authorized
pharmacies wth the conditions for participation required
under this Act, and otherwise providing for the effective
admnistration of this Act. The Director, in consultation
wi th pharmaci sts |icensed under the Pharmacy Practice Act of
1987, may enter into a witten contract wwth any other State
agency, instrunentality, or political subdivision or with a
fiscal internmediary for the purpose of making paynents to
aut hori zed pharnmaci es pursuant to subsection (b) of Section
25 and coordinating the Program wth other prograns that
provi de paynments for prescription drugs covered under the

Pr ogr am

Section 45. Rul es. The Departnment shall adopt rules to

i npl ement and adm ni ster the Program which shall include the
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(1) Execution of <contracts wth pharmacies to
partici pate in t he Program The contracts shal
stipulate ternms and conditions for the participation of
authorized pharmacies and the rights of the State to
term nate 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
Program up to a 90-day supply, except as may be
necessary for utilization control reasons.

(3) Establishnent of liens upon any and all causes
of action that accrue to a beneficiary as a result of
injuries for which prescription drugs covered under the
Program are directly or indirectly required and for which
the Director made paynent or becane liable for under this
Act .

(4) Inspection of appropriate records and audits of
participating authorized pharnmacies to ensure contract
conpliance and to determ ne any fraudul ent transactions

or practices under this Act.

Section 50. Report on adm nistration of Program The

Departnent shall report to the Governor and the Genera
Assenbly by March 1lst of each year on the admnistration of

t he Program under this Act.

Section 905. The Departnment of Central Managenent

Services Law of the Cvil Admnistrative Code of Illinois is

anended by addi ng Section 405-195 as foll ows:

(20 ILCS 405/ 405-195 new)
Sec. 405- 195. Prescription Drug Purchasing Policy
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Ofice. The Departnent shall establish a Prescription Drug

Purchasing Policy Ofice. The O fice shall determ ne and

i mpl enent strategies for best price purchasing practices for

State agencies that pay for prescription drugs by direct

purchase or by other arrangenents. Thi s may i ncl ude

establishing a central State purchasing policy, entering into

cooperative agreenents wth other states or other public or

private entities that nay enable the State to reduce its

prescription drug costs, and establishing any other State

agency policies and practices that nmay enable the State to

reduce its costs.

Section 990. The State Finance Act is anended by addi ng

Section 5.545 as fol |l ows:

(30 I'LCS 105/5.545 new)
Sec. 5.545. The Senior Citizen Prescription Dr ug

Di scount Program Fund.

Section 999. Effective date. This Act takes effect July

1, 2001.
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