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HOUSE BILL No. 5438

January 27, 2004, Introduced by Reps. Zelenko, Stahl, Vander Veen, Taub, Woronchak,
Julian, Wojno, Shaffer, Amos, Steil, Mortimer, Howell, Voorhees, Middaugh, Plakas,
K ooiman, Robertson, Dennis, Pappageorge, Minore, Richardville, Farhat, Hummel,
Ehardt, Pumford, LaSata, Hager, Garfield, Caul, Stakoe, Woodward, DeRossett, Ruth
Johnson, Palmer, Shackleton, Meyer, Koetje, Stewart, Caswell, Nitz, Milosch, Tabor,
Nofs, Gaffney, Ward, Hune, Van Regenmorter, Vagnozzi, Spade, O'Neil, Jamnick,
Murphy, Moolenaar, Huizenga, Walker and Palsrok and referred to the Committee on
Health Policy.

A Dbill to amend 1984 PA 233, entitled
"Prudent purchaser act,"
by amendi ng section 2 (MCL 550.52) and by addi ng sections 3c,
3e, 3f, and 3g.
THE PECPLE OF THE STATE OF M CHI GAN ENACT:
Sec. 2. As used in this act:
(a) "Comm ssioner"” neans the conm ssioner of insurance.

(b) "Dental care corporation” neans a dental care

corporation incorporated under —-Aet—No—125o6f the PubliecActs—of

3d,

e : | _ o | o

Laws— 1963 PA 125, MCL 550. 351 to 550. 373.
(c) "Health care corporation” neans a health care

corporation incorporated under the nonprofit health care

corporation reformact, —-Act—No—350-6f the Publie-Acts—of 1980

bei , . .  the M ki | o
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Laws— 1980 PA 350, MCL 550. 1101 to 550. 1704.

(d) "Health care provider" neans a health facility or a
person |icensed, certified, or registered under parts 61 to 65 or
161 to 182 of the public health code, —-Aet—No—368of the Publc
Acts—of 1978 beingseections—333.-6101 to 333 6523and333-1610%

to—333-18237of the Mechigan—Conpiledtaws— 1978 PA 368, MCL
333.6101 to 333.6523 and 333. 16101 to 333.18237. —Howevers

(e) "Health facility" means:

(i) A health facility or agency |licensed or authorized under

parts 201 to 217 of the public health code, —er—aticensedpart
, 1 " I I

the—publie—health-code— 1978 PA 368, MCL 333.20101 to
333.21799%e.

(ii)) A nental hospital, psychiatric hospital, psychiatric
unit, or nental retardation facility operated by the departnment
of —mental— comunity health or certified or licensed under —Aet
No—258—of the PubliecActs—of 1974, being—seections—336-1001to
330-2106—6f the MchiganConpiledLaws— the nental health code,
1974 PA 258, MCL 330.1001 to 330. 2106.

(iii) A facility providing outpatient physical therapy
services, including speech pathol ogy services.

(iv) A kidney di sease treatnent center, including a
freest andi ng henodi al ysis unit.

(v) An organi zed anbul atory health care facility.

(vi) Atertiary health care service facility.
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(vii) A substance abuse treatnent programlicensed under
parts 61 to 65 of the public health code, -Aet—No—368o6fthe
Publ-e—-Acts—of 1978 beingsections—333-6101to-333.- 6523 oof the
M-ehi-gan—Conpi-ted—taws— 1978 PA 368, MCL 333.6101 to 333. 6523.
(viii) An outpatient psychiatric clinic.

(iX) A hone heal th agency.

(f) "Health nmai ntenance organi zation" neans a health

mai nt enance organi zati on —+H-eensedunder—article 17 of the publie
health—code—Act—No—368 of the Public-Acts o 1978, being
sections—333-20101t0333- 22181 of the M-chiganConpiledLaws
operating pursuant to chapter 35 of the insurance code of 1956,

1956 PA 218, MCL 500. 3501 to 500. 3580.

(g) h)— "Insurer"” means an insurer as defined in section

106 of the insurance code of 1956, —-Act—No—218 of the Publiec

(h) -4)— "Organi zation" neans an insurer, a dental care

corporation, hospital service corporation, nedical care

corporattoen— health care corporation, pharmacy benefit manager,
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or third party adm ni strator.

(i) "Pharmacy benefit manager"” neans a pharnacy benefit
manager operating under a certificate of authority issued by the
conmi ssi oner pursuant to chapter 37 of the insurance code of
1956, 1956 PA 218, MCL 500.3701 to 500.3725.

(j) —k— "Provider panel" neans a panel or network of
heal th care providers providing health care services pursuant to
a prudent purchaser agreenent.

(k) —H— "Prudent purchaser agreenent" neans an agreenent

bet ween an organi zati on and a health care provider pursuant to

section 3.
() M— "Third party adnministrator” neans an admi ni strat or
operating under a certificate of authority issued by the

commi ssioner pursuant to the third party adm nistrator act, 1984
PA 218, MCL 550.901 to 550. 960.

Sec. 3c. (1) An organization that establishes a provider
panel of pharmacy providers shall do all of the foll ow ng:

(a) Reinburse all pharmacy providers in the panel under the
same terns for the sane strength, quantity, and days' supply of
t he sane covered prescription drugs, including perfornmance-based
i ncentives that include novenent of market share or generic
substitution or other actions that result because of an action
taken by a pharmacy provider

(b) Apply the sanme pricing rules relative to package size
and national drug code to all pharmacy providers in the panel.

(c) Apply the sanme di spensing or other service reinbursenent

fees and terns to all pharmacy providers in the panel.
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(d) Apply the same co-pay and paynent terns regardl ess of
whi ch pharnmacy provider in the panel dispenses the prescription.

(e) Provide all pharmacy providers in the panel w th equal
access to patient profiles maintained by that organization.

(f) Maintain the right of a patient to receive a 30-day
supply of nedication, at the same co-pay as nail order or
internet, if a prescription fails to be received for whatever
reason by a patient on a tinely basis.

(2) An organization that establishes a provider panel of
pharmacy providers shall not do any of the follow ng:

(a) Set alimt on the quantity of drugs or days' supply of
drugs that will be reinbursed, unless the limt is applied
uniformy to all pharmacy providers in the panel.

(b) Require pharmacy providers to agree to participate in
any ot her network, contract, or arrangenent for pharnmacy benefit
services as a condition for participation in any other network,
contract, or arrangenent for the provision of pharmacy benefit
servi ces.

(c) Anend, revise, add, renove, or nodify any nmateri al
terns, provisions, or conditions of any contract with a pharmacy
provi der, and any acconpanyi ng pharmacy service nmanual s or
docunents, during the termof the pharnmacy provider contract
W t hout the express witten consent and agreenent of the pharnacy
provi der .

(d) Wthhold, recoup, or attenpt to recoup any funds due to
a pharmacy provider froman audit through a setoff against future

suns due and owing to a pharmacy provider.
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(e) Retroactively reverse, deny acknow edgnent of
participant eligibility, or deny or adjust paynents of
adj udi cated, accepted for pharmacy clains in nore than a
reasonabl e anount of time after adjudication, except where the
or gani zati on provi des evi dence that the pharnacy provider
recei ved duplicate paynent, the pharmacy did not provide the
prescription services, or the claimis fraudul ent.

(f) Use patient data, including data derived or gained from
a pharmacy provider, to market or sell services in conpetition
wi th any pharmacy provider on the panel

Sec. 3d. A pharmacy provider on a provider panel under this
act that provides prescription drugs or devices for residents of
this state shall conply with part 177 of the public health code,
1978 PA 368, MCL 333.17701 to 333.17770.

Sec. 3e. (1) An organization that establishes a provider
panel of pharmacy providers shall disclose in witing annually on
or before March 1 to the conm ssioner and to all purchasers of
its coverage all of the follow ng:

(a) Any ownership in or econonmic relationship other than a
networ k provider relationship with any pharmacy or provider of
prescription drugs or devices.

(b) Any ownership in or econonmic relationship other than a
formulary or rebate arrangenent with any pharnmaceutica
manuf acturer or distributor.

(c) Any agreenent or practice by the organization to bill a
benefit plan for prescription drugs, including dispensing fees,

at anmounts higher than the organi zati on pays the pharmacy.
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(d) Any agreenent to share revenue, other than through a
provi der agreenment, with a mail-order or internet pharmacy
conpany.

(e) Any agreenent to sell prescription drug data, including
data as to the prescribing practices of individual health care
providers in the state.

(f) For agreements with pharmaceutical manufacturers that
i nvol ve favoring the manufacturer's products over a conpetitor's
products or placing the manufacturer's product or products on the
preferred drug list or formulary of the organization or of the
pur chaser of coverage:

(1) The nane and food and drug adm nistration | abel er code of
t he drug manuf acturer.

(ii) The formula or formulas for sharing all revenue
received, by the organization fromthe drug manufacturer, between
t he organi zati on and the purchaser of coverage.

(iii) Any fees or other econom c considerations to the
organi zation fromthe drug manufacturer that are not shared with
or passed on to the purchaser of coverage.

(g) Any timng issue concerning the organi zation's receipt of
rebates or other econom c considerations fromthe drug
manuf acturers and the tinme taken to pass the rebates or other
econom ¢ considerations on to the purchaser of coverage.

(2) An organization that establishes a provider panel of
pharmmacy providers shall disclose, if applicable, its ownership
interest in a mail-order or internet pharnmacy to a purchaser of

its coverage and to persons who have coverage authorized by this
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act .

(3) An organization that establishes a provider panel

phar macy provi ders shal

di scl ose to a purchaser of

of

its coverage

its databank source and prices used in its pricing calcul ations.

Thi s shal

third parties, including,

Dat a.
Sec. 3f.

participation in a panel

efforts by the pharmacy or pharmaci st to i nvoke his or

but not limted to,

shal |

under the prudent purchaser agreenent.

Sec. 3g.

of pharnmacy providers shal

provi ders on the pane

An organi zation that establishes a provider

Medi span or

i ncl ude dat abanks and prices that are not published by

First

A pharmacy's or pharnmacist's affiliation or

not be terni nated because of

her rights

panel

el ectronically notify pharmacy

of any additions or deletions of

purchasers of coverage or covered lines or of changes in benefit

design within 30 days of

Enacting section 1.
unl ess all of the foll ow
enacted into | aw

the addition, deletion

or change.

Thi s anmendatory at does not take effect

ng bills of the 92nd Legi sl ature are

(a) Senate Bill No. __ or House Bill No. 5437 (request
no. 04345' 03*).

(b) Senate Bill No. __ or House Bill No. 5436 (request
no. 05814' 03).

(c) Senate Bill No. __ or House Bill No. 5435 (request
no. 05887' 03).

(d) House Bill No. 4987.
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