SB816

Report Title:
Prescription Drug Cost Containnent; Disclosure of Gfts

Descri pti on:

Requires the director of hunman services to establish a pharnmacy best
practices and cost control programincluding nedicaid and other state
publ i ¢ assi stance health benefits plans, in which any public and
private health plan may participate. Includes a prescription drug
preferred list and prior authorization review process. Requires drug
manuf acturers to di scl ose econonmic benefits of $25 or nore provided to
persons who prescribe, dispense, or purchase prescription drugs.

THE SENATE 816
TWENTY-FOURTH LEGISLATURE, 2007 S . B . N O .

STATE OF HAWAII

A BILL FOR AN ACT

relating to prescription drug cost contai nnent and affordable
access.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII:

SECTION 1. The purpose of this Act is to reduce the cost of
provi di ng prescription drugs while maintaining the high quality of
prescription drug therapies available to Hawaii's residents.

SECTION 2. The Hawaii Revised Statutes is anended by addi ng a new
chapter to be appropriately designated and to read as fol |l ows:

" Chapt er
PRESCRI PTI ON DRUG COST CONTAI NIVENT
8 -1 Definitions. As used in this chapter, unless the context

clearly requires otherw se:
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"Board" or "drug utilization review board" neans the drug
utilization review board established pursuant to section -31in
connection with the state nedicaid program

"Departnent"” neans the departnent of human services.

"Director"” neans the director of human services.

"Heal th benefits plan" neans a health benefits plan with
prescription drug coverage offered or adm nistered by a health insurer
and the out-of-state counterparts to such a plan. The term i ncl udes:

(1) Any state public assistance programwth a health
benefits plan that provides coverage for prescription drugs;

(2) Any health benefits plan offered by or on behal f of
the State or any instrunentality of the State providing
coverage for governnment enpl oyees and their dependents that
agrees to participate in the program and

(3) Any insured or self-insured health benefits plan that
agrees to participate in the program

"Heal th i nsurer” nmeans any heal th insurance conpany, nonprofit
hospital, medical service corporation, nanaged care organi zation, or,
to the extent permtted under federal |law, any adm nistrator of an
I nsured, self-insured, or publicly funded health benefits plan offered
by public or private entities.

“"Participating health benefits plan" neans a health benefits plan
that has agreed to participate in one or nore conponents of the program

“Progrant neans the pharmacy best practices and cost control
program est abl i shed by this chapter.

"State public assistance progrant includes the state nedicaid

program including QUEST and the state children's health insurance
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program and the out-of-state counterparts to these prograns.

8§ -2 Pharmacy best practices and cost control program
established. (a) The director shall establish a pharmacy best
practices and cost control program designed to reduce the cost of
provi di ng prescription drugs while nmaintaining high quality in
prescription drug therapies. The program shall include:

(1) A preferred |ist of covered prescription drugs that
identifies preferred choices within therapeutic classes for
particul ar di seases and conditions, including generic
alternatives; provided that:

(A) The directors of human services and health
shall inplenment the preferred drug list as a uniform
statewi de preferred drug list by encouraging all health
benefits plans in this State to participate in the program

(B) The board of trustees of the Hawaii enpl oyer-
uni on health benefits trust fund shall use the preferred
drug list in the health benefits plan or plans established
by that board under section 87A-16 only if participation in
the programw || provide econom c and health benefits to
t hose health benefits plans and to beneficiaries of those
pl ans, and only if agreed to through the collective
bar gai ni ng process between the State and the authorized
representatives of the enployees of the State. This
subpar agr aph does not authorize the actuarial pooling of
the health benefits plans established by the board of

trustees wwth any other health benefits plan, unless
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ot herwi se agreed to through the collective bargaining
process between the State and the authorized
representatives of the enployees of the State; and
(C The director shall encourage all health
benefits plans to inplenent the preferred drug list as a
uniform statew de preferred drug list by inviting the
representatives of each health benefits plan providing
prescription drug coverage to residents of this State to
partici pate as observers or nonvoting nenbers in the
proceedi ngs of the drug utilization review board pursuant
to section -3(e), and inviting those plans to use the
preferred drug list in connection with the pl ans'
prescription drug coverage;
(2) UWilization review procedures, including a prior
aut hori zation revi ew process;
(3) Any strategy designed to negotiate with
phar maceuti cal manufacturers to |lower the cost of prescription
drugs for program participants, including a supplenental rebate
program
(4) Educational prograns, including a counter-detailing
programthat provides information and education on the
t herapeutic and cost-effective utilization of prescription
drugs to physicians, pharmacists, and other health care
prof essi onal s authorized to prescribe and di spense prescription
dr ugs;
(5) Alternative pricing nechani sns, including

consi deration of using maxi mum al | owabl e cost pricing for
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generic and ot her prescription drugs;

(6) Alternative coverage terns, including consideration
of providing coverage of over-the-counter drugs where cost-
effective in conparison to prescription drugs, and authorizing
coverage of dosages capable of permtting the consuner to split
each pill if cost-effective and nedically appropriate for the
CONSUNer ;

(7) A sinple, uniform prescription formdesigned to
I npl ement the preferred drug list and to enable prescribers and
consuners to request an exception to the preferred drug |i st
with a mninmmof cost and tinme to prescribers, pharnacists,
and consuners; and

(8 Any other cost containnent activity adopted by the
director by rule pursuant to chapter 91 that is designed to
reduce the cost of providing prescription drugs while
mai ntai ning high quality in prescription drug therapies.

(b) The director shall inplenment the program for nedicaid and all
ot her state public assistance program health benefits plans to the
extent permtted by federal |aw

(c) The director may inplenent the programfor any other health
benefits plan within or outside this State that agrees to participate
I n the program

(d) The director shall take all steps necessary to enable
participation in joint prescription drug purchasing agreenents with any
ot her health benefits plan or organization within or outside this State

that agrees to participate in a joint purchasing agreenent. The
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di rect or

shal | :

(1) Execute any joint purchasing agreenents or other
contracts with any participating health benefits plan or
organi zation within or outside the State that the director
determnes will lower the cost of prescription drugs for
residents of this State while maintaining high quality in
prescription drug therapies;

(2) Wth regard to participation by a health benefits
pl an established by the board of trustees of the Hawaii
enpl oyer-uni on health benefits trust fund, execute any joint
pur chasi ng agreenents or other contracts with any health
benefits plan or organization within or outside the State that
the director determnes will [ower the cost of prescription
drugs and provide overall quality of integrated health care
services to that health benefits plan and the beneficiaries of
the plan, and that is negotiated through the collective
bar gai ni ng process between the State and the authorized
representatives of the enployees of the State;

(3) Renegotiate and anend existing contracts to which the
departnent is a party if renegotiation and anmendnent will be of
econom ¢ benefit to the health benefits plans subject to those
contracts and to the beneficiaries of those plans. Any
renegoti ated or substituted contract shall be designed to
I nprove the overall quality of integrated health care services
provi ded to beneficiaries of those plans; and

(4) Report annually to the governor and the | egislature

on progress in securing Hawaii's participation in joint
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pur chasi ng agreenents.

(e) The directors of human services and health shall collaborate
W th physicians, pharmacists, health insurers, consuners, enployer
organi zati ons and other health benefits plan sponsors, pharmaceuti cal
manuf act urer organi zations, and other interested parties to consider
and make recomendati ons to reduce the cost of prescription drugs for
all Hawaii residents.

(f) A participating health benefits plan other than a state
publ i ¢ assi stance program may agree with the director to limt the
plan's participation to one or nore program conponents. The director
may i nclude such insured or self-insured health benefits plans that
agree to use the preferred drug list or otherwi se participate in one or
nore program conponents in any hearing, deliberation, or other
proceedi ng required by this chapter.

(g0 The director shall devel op procedures for the coordination of
state public assistance program health benefits plan drug benefits with
phar maceuti cal manufacturer patient assistance prograns offering free
or | ow cost prescription drugs, including the devel opnent of a single
application formfor participation in those prograns. The director nmay
contract with a nongovernnental organi zation to devel op the single
application form

8 -3 Drug utilization review board; establishnment. (a) The
drug utilization review board is established within the departnent of
human services for adm nistrative purposes and shall consist of the
foll om ng menbers who shall be appointed by the governor pursuant

to section 26-34:
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(1) menbers of executive branch agenci es;

(2) menbers of the private sector

(3) menbers to be appointed froma list of nom nees
submtted by the president of the senate, at |east one of whom
shall be a nenber of the private sector; and

(4) menbers to be appointed froma list of nom nees
submtted by the speaker of the house of representatives, at
| east one of whom shall be a nenber of the private sector.

(b) The board shall neet at |east quarterly and shall conply with
the requirenents of chapter 92.

(c) In carrying out its duties under this chapter, the board may
request staff assistance fromthe departnent of human services and
ot her appropriate state agencies. The board nmay al so enpl oy, w thout
regard to chapter 76, persons it finds necessary for the performance of
its functions and fix their conpensation.

(d) The nenbers of the board shall serve w thout conpensati on,
but shall be reinbursed for expenses, including travel expenses,
necessary for the performance of their duties.

(e) The board shall

(1) Make reconmendations to the director concerning the
adoption of the preferred drug list. The board's
recommendati ons shall be based upon considerations of clinical
efficacy, safety, and cost-effectiveness;

(2) To the extent feasible, review all drug classes
included in the preferred drug list at |east every twelve
nont hs, and as appropriate, recommend that the director nmake

additions to or deletions fromthe preferred drug list; and
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(3) Establish procedures for the tinely revi ew of
prescription drugs newy approved by the federal Food and Drug
Adm ni stration, including procedures for the review of new y-
approved prescription drugs in energency circumnstances.

8§ -4 Consuner protection rules; prior authorization. (a) Wen
a patient's health care provider prescribes a prescription drug that is
not on the preferred drug list, or that is not the list's preferred
choi ce, the program shall authorize pharnmacy benefit coverage if:

(1) The prescriber determ nes after consultation with the
pharnmaci st or with the participating health benefits plan if
required by the terns of the plan that:

(A) The preferred choice has not been effective,
or with reasonable certainty is not expected to be
effective in treating the patient's condition; or

(B) The preferred choice causes or is reasonably
expected to cause an adverse or harnful reaction in the
patient;

provi ded that a prescriber's determ nation under this
par agr aph shall be final; and

(2) The patient agrees to pay any additional cost in
excess of the benefits provided by the patient's health
benefits plan that is participating in the program This
par agraph shall not apply to the extent that it nay be
I nconsistent wwth any federal nedicaid | aws and regul ati ons.
Thi s paragraph shall not affect inplenmentation by a

partici pating health benefits plan of tiered copaynents or
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other simlar cost sharing systens.
(b) The programor any participating health benefits plan shall
provi de i nformation on:

(1) How prescribers, pharmacists, beneficiaries, and
other interested parties can obtain a copy of the preferred
drug |ist;

(2) \Wether any change has been nmade to the preferred
drug list since it was |ast issued; and

(3) The process by which exceptions to the preferred |i st
may be nade.

(c) The programshall include a prior authorization process that
shal | :

(1) Be designed to mnimze adm nistrative burdens on
prescri bers, pharnmacists, and consuners;

(2) Ensure real-tinme receipt of requests, by tel ephone,
voice mail, facsimle, electronic transmssion, or mail on a
twenty-four-hour, seven days a week basis;

(3) Provide an in-person response to energency requests
by a prescriber with tel ephone answeri ng queues that do not
exceed ten m nutes;

(4) Any request for authorization or approval of a drug
that the prescriber indicates is for an energency or urgent
condition shall include the clinical reasons for the request,
and be responded to in no nore than four hours fromthe tine
the programor participating health benefits plan receives the
request;

(5 In energency circunstances, or if the response to a
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request for prior authorization is not provided wthin the tine
peri od established in paragraph (4), a seventy-two hour supply
of the drug prescribed shall be deened to be authorized by the
programor the participating health benefits plan; provided
t hat :
(A) It is a prescription drug approved by the
federal Food and Drug Adm ni stration; and
(B) For drugs dispensed to a nedicaid
beneficiary, it is subject to a rebate agreenent with the
Centers for Medicare and Medicaid Services; and
(6) The programor participating plan shall provide to
participating providers a prior authorization request formfor
each enroll ed beneficiary that:
(A) Permts the prescriber to nmake prior
aut hori zation requests in advance of the need to fill the
prescription;
(B) My be conpleted wi thout unnecessary del ay;
and
(©O WMay be stanped with information relating to
the participating provider.
| f feasible, at |east one form capabl e of being copied shall
contain known patient informtion.
(d) The program s prior authorization process shall allowthe
prescriber to request a prior authorization exception to the
requi rements of this section. The program may exenpt a prescriber from

the need to secure prior authorization for a specific drug category if
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the program determ nes that the prescriber has witten a m ni nrum nunber
of prescriptions in that category and the prescriber prescribes
prescription drugs on the preferred drug |list at or above the m nimum
threshold for that category.

(e) The programi's prior authorization process shall not apply to
prescription drugs used in the treatnent of serious nental illness,

I ncl udi ng schi zophreni a, major depression, and bipolar disorder.

8§ -5 Pharmacy benefit managenent. (a) The director may
i npl ement all or a portion of the programthrough a contract with a
third party with expertise in the managenent of pharnmacy benefits.

(b) The director shall not enter into a contract with a pharnmacy
benefit manager unl ess the pharmacy benefit nanager has agreed to
disclose to the director the terns and the financial inpact on the
State and on beneficiaries in the state of:

(1) Any agreenent with a pharnaceutical manufacturer to
favor the manufacturer's products over a conpetitor's products,
to place the manufacturer's drug on the pharmacy benefit
manager's preferred list or fornulary, or to switch the drug
prescri bed by the patient's health care provider with a drug
agreed to by the pharnmacy benefit nmanager and the nmanufacturer;

(2) Any agreenent with a pharnaceutical manufacturer to
share manufacturer rebates and di scounts with the pharmcy
benefit manager or to pay "soft noney" or other economc
benefits to the pharmacy benefit nanager;

(3) Any agreenent or practice to bill state health
benefits plans for prescription drugs at a cost higher than the

phar macy benefit nmanager pays the pharnacy;

file///X|/BillySB816_.htm (12 of 25)7/26/2007 12:12:01 PM



SB816

(4) Any agreenent to share revenue with a nmail order or
i nt ernet pharmacy conpany;

(5) Any agreenent to sell prescription drug data or other
i nformati on concerning the consuners or participants in the
program or data concerning the prescribing practices of the
heal th care providers participating in the program and

(6) Any other agreenent of the pharnmacy benefit nmanager
with a pharnaceutical manufacturer, or wth whol esal e and
retail pharnacies, affecting the cost of pharmacy benefits
provi ded through the program

(c) The director shall not enter into a contract with a pharnmacy
benefit manager who has entered into an agreenent or engaged in a
practice described in subsection (b) unless the director determ nes and
certifies in the fiscal report required by section -6(d)(4) that
the agreenent or practice furthers the financial interests of the State
and does not adversely affect the nedical interests of program
consuners or participants.

8 -6 Reporting and oversight. (a) The director shall report
prior to initial inplenentation of the program as well as prior to any
subsequent nodifications of the program the follow ng information for
review by the auditor:

(1) The preferred drug list and list of drugs subject to
prior authorization;

(2) Any utilization review procedures, including any
prior authorization procedures; and

(3) The procedures by which drugs will be selected for
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pl acenent on the preferred drug list, prior authorization, or
for any other utilization review procedure.

(b) The director shall report quarterly to the auditor concerning
the foll ow ng aspects of the pharmacy best practices and cost control
program

(1) The efforts undertaken to educate health care
provi ders about the preferred drug list and the programs
utilization review procedures;

(2) The nunber of prior authorization requests nmade; and

(3) The nunber of utilization review events, other than
prior authorization requests.

(c) The auditor shall closely nonitor inplenentation of the
preferred drug list and utilization review procedures to ensure that
t he consunmer protection standards established in this chapter are not
di mnished as a result of inplenenting the preferred drug list and the
utilization review procedures, including any unnecessary delay in
access to appropriate nmedications. The auditor shall ensure that all
affected parties, including consuners, health care providers,
phar maci sts, and others with pharmaceuti cal expertise have an
opportunity to comment on the preferred drug |ist and procedures
revi ewed under this subsection.

(d) Before January 1, 2008, and before Decenber 31 of each
subsequent year for the duration of any pharmacy benefit nmanagenent
contract under section -5, the director shall submt a report to
the legislature and the auditor concerning inplenmentation of any
phar macy benefit nmanagenent contract entered into by the program The

report shall include:

file///X|/BillYSB816_.htm (14 of 25)7/26/2007 12:12:01 PM



SB816

(1) A description of the activities of the pharmacy
benefit manager;

(2) An analysis of the success of the pharmacy benefit
manager in achieving each of the departnent's public policy
goal s, together with the pharmacy benefit nmanager's report of
Its activities and achi evenents;

(3) An assessnent of nedicaid programadmnistrative
costs relating to prescription drug benefits, including any
reconmendati ons for increasing the adm nistrative efficiency of
t he program

(4) A fiscal report on the costs and savings to the State
of the pharmacy benefit managenent contract, including an
accounting of any paynents, fees, offsets, savings, and ot her
financial transactions or accountings. The report shall
di scl ose:

(A) Any agreenents entered into by the pharnmacy
benefit manager; and

(B) The financial inpact of these agreenents on
the State, and on beneficiaries in this State,

(5 Any recommendations for enhancing the benefits of the
phar macy benefit nmanagenent contract, and the identification
of , and any recommendations for, mnimzing any problens with
the contract; and

(6) If the departnent has not entered into a contract
wi th a pharmacy benefit manager, or if any such contract has

been resci nded, any recommendations for pursuing the State's
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public policy goals relating to pharnaceutical costs, quality,
and access through ot her neans.

8 -7 Supplenmental rebates. (a) The director, separately or in
concert with the authorized representatives of any participating health
benefits plan, shall use the preferred drug |ist authorized by the
phar macy best practices and cost control programto negotiate with
phar maceuti cal conpanies for the paynent to the director of
suppl enental rebates or price discounts for nedicaid and for any other
state public assistance health benefits plans designated by the
director that are in addition to those required by Title Xl X of the
Social Security Act. The director may al so use the preferred drug |i st
to negotiate for the paynent of rebates or price discounts in
connection with drugs covered under any other participating health
benefits plan within or outside this State; provided that these
negoti ati ons and any subsequent agreenent shall conply with 42 U S. C
section 1396re8. The program or such portions of the program as the
director shall designate, shall constitute a state pharnmaceuti cal
assi stance program under 42 U.S. C. section 1396r-8(c)(1)(CO

(b) The director shall negotiate supplenental rebates, price
di scounts, and ot her nechanisns to reduce net prescription drug costs
by neans of any negotiation strategy that the director determnes wl|
result in the maxi num econom ¢ benefit to the programand to consuners
inthis State, while maintaining access to high quality prescription
drugs. This section does not authorize agreenents wth pharmaceuti cal
manuf act urers whereby financial support for nedical services covered by
the nmedicaid programis accepted as consideration for placenent of one

or nore prescription drugs on the preferred drug list. The January 1,
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2008, report of the director pursuant to section *6(d) shall include
a cost-benefit analysis of alternative negotiation strategies,
I ncl udi ng:
(1) The strategy used by the State of Florida to secure
suppl enent al rebat es;
(2) The strategy used by the State of Mchigan to secure
suppl enental rebates; and
(3) Any other alternative negotiation strategy that m ght
secure | ower net prescription drug costs.

(c) The director and the departnent shall prohibit the public
di scl osure of information revealing conpany-identifiable trade secrets
(including rebate and suppl enental rebate anmounts and manufacturer's
pricing) obtained by the departnent and by any officer, enployee, or
contractor of the departnment in the course of negotiations conducted
pursuant to this section. The confidential information shall be exenpt
from public disclosure under chapter 92F.

8 -8 Pharmacy di scount plan. (a) By July 1, 2008, the
director shall inplenent a pharmacy di scount plan for state residents
Wi t hout adequate coverage for prescription drugs. The director may
establish an enrollnment fee to support the adm nistrative costs of the
pl an.

(b) The pharnmacy di scount plan authorized by this section shall
I ncl ude a program i nplenented as a Section 1115 nedi caid wai ver,
wherein the State nmakes a paynent of at |east two per cent of the cost
of each prescription or refill, consistent with any appropriation for

the program established by this subsection.
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(c) The director shall inplenent the pharmacy di scount plan
aut hori zed by this section wthout any financial contribution by the
State other than that required by subsection (b), and w thout federal
wai ver approval during such tine as federal waiver approval has not
been secured.

(d) As used in this section:

“Eligi bl e beneficiary" neans

(1) A resident who is:
(A) At least sixty-five years of age; or
(B) Disabled; and
(C Eligible for nedicare or social security
disability benefits, wth a household incone equal to or
| ess than four hundred per cent of the federal poverty
| evel ; or
(2) Aresident wwth a household incone equal to or |ess
than three hundred per cent of the federal poverty I|evel.

"Resi dents w t hout adequate coverage" includes eligible
beneficiaries with no coverage for prescription drugs and eligible
beneficiari es whose annual mnaxi num coverage |imt under their health
benefits plan has been reached.

8 -9 Pharmaceutical marketers. (a) Before Decenber 31 of each
year, every pharmaceutical manufacturing conpany shall disclose to the
board of pharmacy the val ue, nature, and purpose of any gift, fee,
paynent, subsidy, or other econom c benefit provided in connection with
detailing, pronotional, or other marketing activities by the conpany,
directly or through its pharmaceutical marketers, to any physician,

hospital, nursing hone, pharnmacist, health benefits plan adm nistrator,
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or any other person in the State authorized to prescribe, dispense, or
sell prescription drugs in this State. Disclosure shall be made in a
form and manner prescribed by the board of pharmacy. Initial

di scl osure shall be nade before Decenber 31, 2008, for the twelve-nonth
peri od endi ng June 30, 2008. The board of pharnmacy shall provide to
the attorney general conplete access to the information required to be
di scl osed under this subsection. The attorney general shall report on
t he di sclosures made under this section to the legislature and the
governor before March 1 of each year.

(b) Each pharmaceutical manufacturing conpany subject to this
section shall also disclose to the board of pharmacy, before COctober 1,
2008, and annually thereafter, the nane and address of the individual
responsi bl e for the conpany's conpliance with this section.

(c) The board of pharmacy and the attorney general shall keep
confidential all trade secret information. The disclosure form
prescri bed by the board of pharmacy shall permt the conpany to
Identify any information that is a trade secret.

(d) The follow ng shall be exenpt from discl osure:

(1) Free sanples of prescription drugs intended to be
distributed to patients;

(2) The paynent of reasonabl e conpensati on and
rei mbursenent of expenses in connection wth bona fide clinical
trials. As used in this paragraph, "clinical trial" neans an
approved clinical trial conducted in connection with a research
study designed to answer specific questions about vaccines, new

t herapi es, or new ways of using known treatnents;
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(3) Any gift, fee, paynent, subsidy, or other economc
benefit the value of which is less than $25; and

(4) Schol arship or other support for nedical students,
residents, and fellows to attend a significant educational,
scientific, or policy-making conference of a national,
regional, or specialty nedical or other professional
association if the recipient of the schol arship or other
support is selected by the associ ati on.

(e) The attorney general may bring an action for injunctive
relief, costs, and attorneys fees and to i npose on a pharmaceuti cal
manuf acturing conpany that fails to disclose as required by this
section (a), a civil penalty of no nore than $10, 000 per violation.
Each unlawful failure to disclose shall constitute a separate violation.

(f) As used in this section:

"“Phar maceuti cal manufacturing conpany” or "conpany" nmeans any
entity that is engaged in the production, preparation, propagation,
conmpoundi ng, conversion, or processing of prescription drugs, either
directly or indirectly by extraction from substances of natural origin,
or independently by neans of chem cal synthesis, or by a conbination of
extraction and chem cal synthesis, or any entity engaged in the
packagi ng, repackagi ng, |abeling, relabeling, or distribution of
prescription drugs. The term does not include a pharmacist |icensed
under chapter 461.

“Pharmaceuti cal marketer" neans a person who, while enpl oyed by or
under contract to represent a pharmaceutical manufacturing conpany,
engages i n pharmaceutical detailing, pronotional activities, or other

mar keting of prescription drugs in this State to any physi ci an,
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hospital, nursing honme, pharmacist, health benefits plan adm nistrator,
or any other person authorized to prescribe, dispense, or sell
prescription drugs. The term does not include a whol esal e drug
distributor or the distributor's representative who pronotes or
ot herwi se markets the services of the whol esale drug distributor in
connection with a prescription drug.”

SECTION 3. Section 461-4.5, Hawaii Revised Statutes, is anmended
by anmendi ng subsection (a) to read as foll ows:

"(a) In addition to any other powers and duties authorized by
| aw, the board:

(1) Shall adopt, anend, and repeal rules pursuant to
chapter 91, as it deens proper for the purposes of this
chapter, Public Law 100-293, and 21 Code of Federal Regul ations
part 205;

(2) Shall examne, license, reinstate, and renew the
licenses of qualified applicants for regi stered pharnacists and
whol esal e prescription drug distributors, and issue and renew
permts to operate pharnmacies;

(3) My require the inspection of any whol esal e
prescription drug distributor premses in the State to ensure
conpliance with this chapter and rul es adopted under this
chapter, or may require an applicant for a pharmacy |icense to
submt a statenent that the prem ses, including but not Iimted
to security and sanitation, are in conformance with the board's
requi renents and that the applicant possesses the reference

materials and technical clinical equipnment and supplies as nmay

file///X|/BillySB816_.htm (21 of 25)7/26/2007 12:12:01 PM



SB816
be specified in rules adopted under this chapter; [and]

(4) May fine, suspend, or revoke any license or permt
for any cause prescribed by this chapter, or for any violation
of the rul es adopted under this chapter, and refuse to grant or
renew any license or permt for any cause which woul d be ground
for revocation or suspension of a license or permt[.]; and

(5) Shall develop criteria for a standardi zed t anper -

resi stant prescription pad that can be used by all health care

provi ders who prescribe drugs. The criteria shall be devel oped

in consultation with pharmaci sts, hospitals, nursing hones,

physi ci ans and ot her prescribers, and other affected parties."”

SECTION 4. Section 1115 wai ver for pharnmaceutical prograns. (a)
The director of human services shall submt a request for a Section
1115 wai ver or wai ver amendnment to nmaxim ze federal financial
participation for state pharnmaceutical assistance prograns and to
preserve continued access to the prograns, unless the director
determ nes that a waiver or waiver anmendnent will not provide a
financial benefit to the State over the long term The director shall
report to the legislature if the director determnes not to apply for a
wai ver or if the director determnes to apply for a waiver that is not
consistent with the principles established in subsection (b) in whole
or in part.

(b) The waiver request shall conformto the follow ng principles
except when deviation is necessary to conduct successful negotiations
with the Centers for Medicare and Medicaid Services:

(1) The waiver request shall propose a financially

sust ai nabl e program desi gned to provide access to nedically
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necessary prescription drugs for |owincone, elderly, and
di sabl ed residents;

(2) The waiver request shall consolidate and streamine
program adm ni stration of and eligibility for pharnmaceuti cal
assi stance prograns; and

(3) The benefit plan and cost sharing provisions shall be
designed to provide financial assistance and benefits based on
t he beneficiary's household incone.

SECTION 5. Application of preferred drug list to nursing hone
patients. During fiscal year 2007-2008, the preferred drug list of the
departnent of human services shall not apply to nedicaid coverage of
prescriptions for beneficiaries residing in a nursing hone until the
depart ment proposes and the auditor approves a plan to notify and
educat e nursing hone patients, their prescribers, and their pharnacy
concerning the preferred drug list and the prior authorization process,
and ensure that nedicaid is securing the best price for covered drugs
prescri bed for nursing hone residents. The departnent shall propose a
plan by July 1, 2008.

SECTION 6. CQutcones-based assessnent and treatnment. (a) The
State's health care policies shall pronote outcones-based assessnent
and treatnent through the devel opnent of a statew de quality assurance
system and an effective quality inprovenment process that integrates
best practices research, functional status assessnent, patient
satisfaction neasurenents, and cost contai nnment goals, and that is
establ i shed and i npl enent ed by nongovernnental organi zati ons of health

care providers and patients. The State shall recognize and support
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efforts of nongovernnental organizations to collaboratively establish
and i npl enent out cones-based assessnent and treat nent.

(b) Statewi de quality assurance inventory. Subject to the
avai lability of grants fromfederal governnent agencies and
nongover nnental organi zations to support the costs of the contract
aut hori zed by this subsection, the director of health shall contract
with a qualified nongovernnental organization to conduct an inventory
of existing quality assurance neasurenents used in this State by:

(1) Public and private health plans;

(2) Hospitals serving residents; and

(3) Oher state governnent entities.
The director's contractor shall report to the director with the results
of the inventory and with an analysis and identification of any ot her
I nformati on necessary to establish a statewide quality assurance system

(c) Evaluation of inventory. The directors of human services and
heal th shall convene a working group to develop a quality assurance
measur enent of statew de applicability. The working group shal
i ncl ude representatives fromprivate and public health plans and any
ot her nenbers deened appropriate by the directors. The working group
shal | :

(1) Evaluate the results of the statewide quality
assurance inventory;

(2) ldentify neasurenents comon to all

(3) ldentify areas | acking neasurenents; and

(4) WMake recommendati ons for change.
The working group nmay al so propose the continuation or addition of

out conmes- based assessnents to identify areas of health care that need
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| nprovenent, conpare the quality of health care provided under public
and private health benefits plans, identify ways to focus resources and
prograns to inprove the health of beneficiary popul ations or discrete
portions thereof, and devel op additional neans of expandi ng access to,
I nproving the quality of, and | owering the cost of the State's health
care system
(d) Report to the legislature. The directors of human services
and health shall submit a joint report of the findings and
recomrendati ons of the working group, including any proposed
I npl ementing legislation, to the legislature no |ater than twenty days
before the convening of the regular session of 2008. The report shall
I ncl ude:
(1) A summary of the activities of the directors under
this section; and
(2) A description of any proposals to inplenment outcones-
based assessnent projects.
SECTION 7. Statutory material to be repealed is bracketed and
stricken. New statutory material is underscored.

SECTION 8. This Act shall take effect upon its approval.
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