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AN ACT relating to prescription drug discounts.

Be it enacted by the General Assembly of the Commonwealth of Kentucky:

SECTION 1.   A NEW SECTION OF KRS CHAPTER 211 IS CREATED TO READ AS FOLLOWS:

As used in Sections 1 to 5 of this Act, unless the context requires otherwise:
(1)
"Cabinet" means the Cabinet for Health Services;
(2)
"Commissioner" means the commissioner for the Department for Public Health;
(3)
"Department" means the Department for Public Health;
(4)
"Eligible individual" means an individual who:
(a)
Is a full-time resident of Kentucky;
(b)
Is not enrolled or eligible for prescription drug coverage under a Medicaid or any other health benefit plan as defined in KRS 304.17A-005 or provided under KRS Chapter 21, or who is otherwise covered under a Medicare supplement policy with prescription drug coverage;
(c)
Has an annual gross family income, including, but not limited to, income from investments, Social Security, or any retirement or annuity plan, that does not exceed three hundred percent (300%) of the federal poverty guidelines; and
(d)
Is not incarcerated;
(5)
"Pharmaceutical manufacturer" means any entity which is engaged in:

(a)
The production, preparation, propagation, compounding, conversion, or processing of prescription drug products, either directly or indirectly by extraction from substances of natural origin, or independently by means of chemical synthesis, or by a combination of extraction and chemical synthesis; or

(b)
The packaging, repackaging, labeling, relabeling, or distribution of prescription drug products, but does not include a wholesale distributor of drugs or a retail pharmacy; and
(6)
"Program" means the Healthy Kentucky Prescription Drug Program established under Section 2 of this Act.

SECTION 2.   A NEW SECTION OF KRS CHAPTER 211 IS CREATED TO READ AS FOLLOWS:

(1)
The Healthy Kentucky Prescription Drug Program, created for eligible individuals, shall be administered by the department. The department may use the services of a third-party administrator. 
(2)
Any money that may be designated for or otherwise obtained by Kentucky from the federal government for a senior pharmaceutical assistance program or senior pharmaceutical insurance program of any kind shall be used to fund prescription drugs for seniors under the Healthy Kentucky Prescription Drug program, unless superseded by federal requirements. The cabinet shall promulgate any necessary administrative regulations in accordance with KRS Chapter 13A to comply with federal requirements for a senior pharmaceutical assistance program or senior pharmaceutical insurance program, which shall supersede any conflicting provisions of Sections 1 to 5 of this Act.
(3)
The cabinet shall promulgate administrative regulations in accordance with KRS Chapter 13A to:
(a)
Establish the enrollment and income verification processes for the program;
(b)
Establish an appeals process for individuals or health care providers for adverse actions relating to eligibility, payment, or other matters relating to the program;
(c)
Establish the amount of discounts that retail pharmacies shall provide to eligible individuals;

(d)
Establish the process for reimbursing retail pharmacies for discount amounts established under subsection (2) of Section 3 of this Act;
(e)
Establish outreach activities for the program; and

(f)
Establish procedures to address discrepancies in the rebate amounts paid by pharmaceutical manufacturers and the amounts claimed by the department.

(4)
The department shall undertake outreach efforts to build public awareness of the program.

(5)
The department shall promote the use of efficacious and reduced-cost drugs.
(6)
The commissioner shall report the enrollment and financial status of the program to the Governor, the Legislative Research Commission, and the Interim Joint Committee on Health and Welfare by October 1 of each year.

SECTION 3.   A NEW SECTION OF KRS CHAPTER 211 IS CREATED TO READ AS FOLLOWS:

(1)
Any retail pharmacy selling prescription drugs in the Commonwealth shall offer eligible individuals a discounted price for prescription drugs that is less than or equal to the amount reimbursed by the Medical Assistance Program under KRS Chapter 205, plus the dispensing fee provided under the Medical Assistance Program.

(2)
In addition to the discounted price established under subsection (1) of this section, any retail pharmacy that sells prescription drugs covered by a rebate agreement established under Section 4 of this Act shall offer eligible individuals discount prices equal to an amount established by the department.

(3)
The department shall determine the amount of discounts established under subsection (2) of this section, except that the amount of the discounts shall not exceed the amount reimbursed by the department under subsection (4) of Section 4 of this Act.

(4)
The department shall not impose transaction charges on retail pharmacies that submit claims or receive payments under the program.

(5)
The program may be implemented with electronic verification or "Smart Card" technology to facilitate eligibility determination by the department or third-party administrators and retail pharmacists and other health care providers.

SECTION 4.   A NEW SECTION OF KRS CHAPTER 211 IS CREATED TO READ AS FOLLOWS:

(1)
The cabinet shall negotiate drug rebates from pharmaceutical manufacturers giving consideration to the rebate calculated under the Medicaid Rebate Program under 42 U.S.C. sec. 1396r-8, price discount programs, and any other information on prescription drug prices.
(2)
The cabinet shall work toward obtaining a rebate amount equal to or greater than the rebate calculated under the Medicaid program under 42 U.S.C. sec. 1396r-8.
(3)
A pharmaceutical manufacturer entering into a rebate agreement with the cabinet for the program shall make rebate payments to the department each calendar quarter or according to a schedule established by the department.
(4)
The department may use the rebates to offset administrative costs of the program. Any remaining funds shall be used to reimburse retail pharmacies for discounts established under Section 3 of this Act, which shall be based on the amount of rebates received and the sale of drugs covered by the rebate program over the most recent twelve (12) months for which the information is available. 
(5)
A participating retail pharmacy shall submit claims to the department to verify the amount charged to eligible individuals.

SECTION 5.   A NEW SECTION OF KRS CHAPTER 211 IS CREATED TO READ AS FOLLOWS:

(1)
There is established and created in the State Treasury a fund entitled "The Healthy Kentucky Prescription Drug Program fund." The fund may receive state appropriations, gifts, federal funds, rebates from pharmaceutical manufacturers, or any other funds designated for the program.

(2)
Moneys deposited in the fund shall be disbursed by the State Treasurer upon the warrant of the department. The fund shall be used for the sole purpose of reimbursing retail pharmacies for discounted prices provided to eligible individuals and administration of the program. The fund shall not lapse, and funds not expended during any fiscal year shall carry forward to the next fiscal year.
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