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HEALTH: Pharmaceuticals; STATE: Interstate conpacts and
agreenments; CONTROLLED SUBSTANCES: O her

A bill entering into the m dwest pharmaceutical conpact; and
for related purposes.
THE PEOPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 1. The m dwest pharnmaceutical conpact is enacted into
| aw and entered into with all jurisdictions legally joining the
conpact, in the formsubstantially as foll ows:

M DWEST PHARMACEUTI CAL COWPACT
ARTICLE |I. PURPCSE

The purpose of the m dwest pharmaceutical conpact shall be
to provide an enl arged pool for the purchase of pharnaceutical
products and services for all nedicaid recipients, publicly
insured or uninsured health care recipients, and any other per-
sons who the comm ssion deens eligible who reside in the

conpacting states that are party to this conpact.

06992' 02 * KAO



© 00 N oo o M~ wWw N PP

N N D N DN NN P PP PP
o o A W N PP O O 00N OO o1~ WDN kO

2

Phar maceutical s purchased through the conpact shall be
distributed to nedicaid recipients, publicly insured and unin-
sured citizens, and any other persons deened eligible who are
served by health care professionals, public hospitals and clin-
ics, nonprofit hospitals and clinics, organized energency depart -
ments, or free clinics within each conpacting state.

ARTI CLE I'I. DEFI NI TI ONS

As used in this conpact, unless the context clearly requires
a different construction:

(a) "Conmm ssion" neans the m dwest pharmaceutical comr ssion
established by this conpact.

(b) "Conpacting state" means any state or province that has
enacted the enabling legislation for this conpact.

(c) "Conpacting state's del egation” neans the 5 resident
menbers of the conmm ssion froma conpacting state.

(d) "Pharmaceutical" neans any nedici nal substance, prepara-
tion, device, or service recognized by the United States phar-
macopoei a and national formulary, or any revision thereof, any
substance and preparation di spensed pursuant to a prescription
i ssued by an authorized health care practitioner and intended for
external and internal use in the cure, diagnosis, mtigation,
treatnment, or prevention of disease in humans, and any substance
and preparation other than food intended to affect the structure
or any function of the human body. Pharnmaceutical includes any
drug delivery system testing kit, or any other supplies dis-

pensed pursuant to a prescription.
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(e) "State" neans a state of the United States, the District
of Col unbia, and any other territorial possessions of the United
St at es.

ARTICLE I'I'l. THE COW SSI ON

(1) The conpacting states hereby create the m dwest pharm-
ceutical comm ssion. The comm ssion shall be a public body cor-
porate of each conpacting state. The comm ssion shall serve as
the negotiating and purchasing entity for pharmaceutical products
for the conpacting states. The conm ssion shall have all the
responsibilities, powers, and duties set forth herein, including
the power to sue and be sued, and such additional powers as may
be conferred upon it by subsequent action of the respective |eg-

i slatures of the conpacting states in accordance with the terns
of this conpact.

(2) The conmm ssion shall consist of 5 resident nenbers of
each state as follows: the governor or mnister or his or her
desi gnee who shall serve during the tenure of office of the gov-
ernor or mnister; 2 legislators, 1 fromeach chanber who shal
serve 2-year ternms and be appointed by the appropriate appointing
authority in each chanber of the |egislature; 1 nenber at |arge
fromthe health care profession who shall be appointed by the
governor or mnister; and 1 nmenber at |arge who shall be a | ay-
person appoi nted by the governor or mnister. One of the 2
at-large nmenbers initially appointed in each state shall serve a
2-year term The other, and any regularly appoi nted successor to
either at-large nmenber, shall serve a 4-year termunless

ot herwi se established by law in a conpacting state. Al
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vacanci es shall be filled in the same manner as the original
appoi ntment and in accordance with the laws of the appointing
state. Any nmenber appointed to fill the vacancy shall serve
until the end of the inconplete term

(3) The conmm ssion shall select annually, fromanong its
nmenbers, a chairperson, a vice-chairperson, and a treasurer

(4) The comm ssion shall appoint an executive director who
shall serve at its pleasure and who shall act as secretary to the
conm ssion. The treasurer, the executive director, and other
personnel that the conm ssion nmay determ ne shall be bonded in
any amount required by the comm ssion.

(5) The conm ssion shall neet at |east once each cal endar
year. The chairperson may call additional neetings and, upon the
request of a mapjority of the conpacting states, shall call addi-
tional neetings. Public notice shall be given of all neetings
and neetings shall be open to the public.

(6) Each conpacting state represented at any neeting of the
commission is entitled to 1 vote. Each conpacting state's del e-
gation shall appoint 1 nmenber of the delegation as its voting
menber with the authority to vote on behalf of that conpacting
state and represent the position of that conpacting state in al
matters before the comm ssion. A mgjority of the voting nenbers
fromthe conpacting states shall constitute a quorumfor the
transaction of business, unless a |arger quorumis required by
the byl aws of the conmission. Wthin each conpacting state, a
proxy may be assigned to anot her nenber of that conpacting

state's del egati on.
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ARTI CLE V. PONERS AND DUTI ES OF THE COW SSI ON

(1) The conmmi ssion shall adopt a seal and suitable byl aws
governing its managenent and operations.

(2) Irrespective of the civil service, personnel, or other
nerit systemlaws of any of the conpacting states, the comm ssion
inits bylaws shall provide for the personnel policies and pro-
grans of the conpact.

(3) The conmm ssion shall submt a budget to the governor and
| egi sl ature of each conpacting state at such tinme and for such
period as may be required by each conpacting state. The budget
shall contain specific recomrendati ons of the anpbunt or anounts
to be appropriated by each of the conpacting states, for its
esti mated expenditures for the general operations of the
conmi ssi on.

(4) The comm ssion shall report annually to the governor and
| egi sl ature of each conpacting state concerning the activities of
t he comm ssion during the preceding year. The reports shal
i ncl ude any recommendati ons that may have been adopted by the
commi Ssi on.

(5) The conm ssion may borrow, accept, or contract for the
services of personnel fromany state, province, the United
St ates, Canada or any subdivision or agency thereof, any inter-
state agency, or any institution, foundation, person, firm or
cor porati on.

(6) The conm ssion nay accept for any of its purposes and
functions under the conpact any donations, grants, or both, of

noney, equi pnent, supplies, materials, and services from any
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state, province, the United States, Canada, or any subdivision or
agency thereof, any interstate agency, or any institution, foun-
dation, person, firm or corporation and may receive, utilize,
and di spose of the sane.

(7) The conmm ssion may establish and maintain offices that
are located within 1 or nore of the conmpacting states.

(8) The conm ssion nmay establish conmttees and hire staff
as it deens necessary for the carrying out of its functions.

(9) The conm ssion nmay provide for actual and necessary
expenses for attendance of its nmenbers at official neetings of
the conm ssion or its designated commttees.

ARTI CLE V. ACTIVITIES OF THE COW SSI ON

(1) The comm ssion shall determ ne the pharmaceutical needs
of each conpacting state. The conm ssion shall negotiate pharnma-
ceutical prices fromeach pharmaceuti cal conpany that seeks to
provi de pharnmaceuticals for the fornularies for all states and
provinces in the conpact. The prices negotiated shall be at
least as lowto all conpact states as the | owest price to the
i ndi vidual state or province entering the conpact.

(2) The conmm ssion shall be enpowered to establish an open
formulary for all of the conpacting states or to designate which,
i f any, pharmaceuticals shall be preauthorized for use within the
conpact. The commi ssion shall not exclude fromits fornmulary any
product of any pharnmaceutical conmpany that has entered into
agreenment with the conm ssion.

(3) The conmi ssion nay enter into agreenents with any of the

conpacting states to provide pharnaceutical supplies and services
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to any of the other conpacting states, provided that the price is
| ess than that negotiated by the conm ssion.

(4) The conmm ssion shall, after negotiations with interested
parties and the conpacting states, determ ne the costs of provid-
i ng pharmaceuticals for use in its agreenents. The conpacting
states shall contribute appropriated funds not otherw se pro-

vi ded, as determ ned by the comm ssion, for carrying out the
agreements. The conm ssion may al so serve as the adm nistrative
and fiscal agent in carrying out agreenents for pharnmaceuti cal
servi ces.

ARTI CLE VI. FI NANCE

(1) Each conpacting state shall be individually responsible
for the purchase of the pharmaceuticals necessary to neet the
demand of its state.

(2) The nonies necessary to finance the general operation of
t he conm ssion not otherw se provided for in carrying forth its
duties, responsibilities, and powers as stated herein shall be
appropriated to the conm ssion by the conpacting states, when
aut hori zed by the respective | egislatures, by equal apportionnent
anong the conpacting states.

(3) The conmi ssion shall keep accurate accounts of al
recei pts and di sbursenments. The receipts and di sbursenents of
t he conm ssion shall be subject to the audit and accounting pro-
cedures established under its bylaws. The receipts and di sburse-
nments of the comm ssion shall also be subject to audit by the
official legislative auditor general or simlar entity of any

conpacting state. However, all receipts and di sbursenments of
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funds handl ed by the comm ssion shall be audited annually by a
certified or licensed public accountant and the report of the
audit shall be included in and becone part of the annual report
of the comm ssion.

(4) The accounts of the comm ssion shall be open at any rea-
sonable tine for inspection by duly authorized representatives of
t he conpacting states and persons authorized by the conm ssion.

ARTI CLE VI1. ELI A BLE PARTIES AND ENTRY | NTO COVPACT

(1) The states of Illinois, Indiana, Kansas, M nnesota,

M chi gan, M ssouri, Nebraska, North Dakota, Chio, and Wsconsin
and the Province of Ontario, Canada, shall be eligible to becone
party to this conmpact. Additional states will be eligible if
approved by a majority of the conpacting states.

(2) As to any eligible state or province, this conpact shal
beconme effective when its |egislature shall have enacted the sane
into law. However, the conpact shall not beconme effective unless
enacted into law by 3 states prior to Decenmber 31, 2004.

(3) Anendnents to the conpact shall becone effective upon
their enactnent by the |egislature of each conpacting state.

ARTI CLE VIII. W THDRAWAL, DEFAULT, AND TERM NATI ON

(1) Any conpacting state may wi thdraw fromthis conpact by
repeal ing the conpact statutes. A withdrawing state or province
shall be liable for any obligations that it may have incurred on
account of its party status up to the effective date of w thdraw
al, except that if the withdrawing state or province has specifi-

cally undertaken or conmitted itself to any performance of an
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obl i gati on extendi ng beyond the effective date of withdrawal, it
shall remain liable to the extent of the obligation.

(2) If any conpacting state shall default in the performance
of its obligations, assuned or inposed, in accordance with the
provi sions of this conpact, all rights, privileges, and benefits
conferred by this conpact or agreenents hereunder shall be sus-
pended fromthe effective date of the default as fixed by the
conmm ssion. The conm ssion shall stipulate the conditions and
maxi mum time for conpliance under which the defaulting state or
province may resune its regular status. Unless the default shal
be renedi ed under the stipulations and within the tinme period set
forth by the conm ssion, this conpact nay be termnated with
respect to the defaulting state or province by affirmative vote
of a mpjority of the other menbers to the conpact. Any default-
ing state may be reinstated by performng all acts and obliga-
tions as stipulated by the conm ssion.

ARTI CLE | X. SEVERABI LI TY AND CONSTRUCTI ON

The provisions of the conpact entered into under this act
shall be severable and if any phrase, clause, sentence, or provi-
sion of the conmpact is declared to be contrary to the constitu-
tion of any conpacting state or province or of the United States
or Canada or the applicability thereof to any governnent, agency,
person, or circunstance is held invalid, the validity of the
remai nder of this conpact and the applicability of the conpact to
any governnment, agency, person, or circunstance shall not be
affected thereby. |[If this conpact entered into under this act

shall be held contrary to the constitution of any conpacting
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state or province, the conpact shall remain in full force and
effect as to the remmi ning conpacting states and in full force
and effect as to the conpacting state affected as to all sever-
able matters. The provisions of this conpact shall be liberally
construed to effectuate the purposes of this act.

Sec. 2. (1) The conm ssion nenbers of the m dwest pharma-
ceutical conpact created in section 1 shall include all of the
follow ng for each conpacting state:

(a) The governor or mnister or his or her designee.

(b) One nenber of the senate or upper chanber appoi nted by
the majority | eader.

(c) One nenber of the house of representatives/assenbly or
| oner chanber appointed by the speaker or |eader of the chanber.

(d) Two at-large nenbers, appointed by the governor or
mnister. One shall be fromthe health profession and the other
may be a | ayperson.

(2) In addition to the menbers listed in subsection (1), the
governor may appoint a director, secretary, or mnister of the
departnment or agency that is responsible for the state's publicly
adm ni stered health care programto serve as a nonvoting nenber
of the conmpacting state's delegation. This individual is not a
menber of the m dwest pharnmaceutical conpact or its comr ssion
and does not have a vote in decisions nade by the conm ssion.

(3) A vacancy in a position in the conpacting state's del e-
gation shall be filled for the renmainder of the unexpired termin
t he sane manner as that specific position was filled under

subsection (1).
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