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AN ACT relating to prescription drugs.

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

SECTION 1.   A NEW SECTION OF KRS 205.510 TO 205.645 IS CREATED TO READ AS FOLLOWS:

(1)
As used in this section, unless the context otherwise requires:

(a)
"Claims processing" means the administrative services performed in connection with the processing and adjudication of a claim for prescription drug or device benefits, including but not limited to making payments to pharmacies;

(b)
"Other prescription drug or device services" means services other than pharmacy services or claims processing services, provided directly or indirectly by a pharmacy benefit manager, whether in connection with or separate from claims processing, including but not limited to:

1.
Negotiating rebates, discounts, or other financial incentives or arrangements with drug companies;
2.
Receiving, disbursing, or distributing rebates;
3.
Managing or participating in incentive programs or arrangements for prescription benefits;
4.
Negotiating or entering into contractual arrangements with pharmacists or pharmacies, or both;
5.
Developing formularies;
6.
Designing, developing, or arranging for prescription benefit programs or networks; or
7.
Engaging in other services for the provision of services for or payment for prescription benefits; and
(c)
"Pharmacy benefit manager" means a person, business, or entity, or any wholly or partially owned or controlled subsidiary of person, business, or entity, that provides prescription drug claims processing services or other prescription drug or device services, or both. The term includes, but is not limited to, a third party administrator or any other entity under contract or agreement to provide coverage for prescription drugs or to manage prescription drugs to persons eligible for prescription drug coverage in the Medicaid program, a health benefit plan as defined in KRS 304.17A-005, an entity under contract with a health benefit plan, or any part or subsidiary of a health benefit plan that provides coverage for prescription drugs or that manages prescription drugs in the Medicaid program.
(2)
The cabinet shall not enter into a contract with a pharmacy benefit manager to manage prescription drug coverage provided under this chapter or to control the costs of prescription drugs available under this chapter unless the pharmacy benefit manager meets the following requirements:
(a)
The pharmacy benefit manager is not owned in whole or in part, directly or indirectly, by a pharmaceutical manufacturing company, and discloses any ownership of five percent (5%) or more in a pharmacy, and agrees to disclose any future ownership of five percent (5%) or more in a pharmacy and any change in ownership;
(b)
The pharmacy benefit manager agrees to pass along any cost savings negotiated with a pharmacy to the Medicaid program;

(c)
The pharmacy benefit manager agrees not to discriminate against any pharmacy in favor of a pharmacy in which the pharmacy benefit manager has an ownership interest of five percent (5%) or more;
(d)
The pharmacy benefit manager agrees to make public on an annual basis the percentage of the manufacturer's rebates received by the pharmacy benefit manager that is passed back to the Medicaid program on a drug-by-drug basis;
(e)
The pharmacy benefit manager agrees to provide at least annually to the cabinet all financial and utilization information requested by the cabinet relating to the provision of benefits to eligible recipients through the pharmacy benefit manager and all financial and utilization information relating to services provided to the Medicaid program. A pharmacy benefit manager providing information under this paragraph may designate the information as confidential. Information designated as confidential and provided to the cabinet shall not be disclosed to any person without consent of the pharmacy benefit manager; and

(f)
The pharmacy benefit manager agrees to provide at least annually to the cabinet all financial terms and arrangements for remuneration of any type between the pharmacy benefit manager and any prescription drug manufacturer or labeler, including but not limited to formulary management and drug-switch programs, educational supports, claims processing, fees that are received from pharmacies, and data sales fees.
(3)
The cabinet shall transmit the information received under paragraphs (a), (b), (c), (d), and (f) of subsection (2) of this section and information not deemed confidential as provided under paragraph (e) of subsection (2) of this section to the Legislative Research Commission within thirty (30) days of receipt of the information from the pharmacy benefit manager.

(4)
If a pharmacy benefit manager fails to comply with any provision of paragraphs (a), (b), (c), (d), and (f) of subsection (2) of this section, then any contract of the pharmacy benefit manager to provide coverage for prescription drugs or to manage prescription drugs in the Medicaid program shall be deemed void or voidable as against the public policy of the Commonwealth.

SECTION 2.   A NEW SECTION OF KRS CHAPTER 18A IS CREATED TO READ AS FOLLOWS:

(1)
As used in this section, unless the context otherwise requires:

(a)
"Claims processing" means the administrative services performed in connection with the processing and adjudication of a claim for prescription drug or device benefits, including but not limited to making payments to pharmacies;

(b)
"Other prescription drug or device services" means services other than pharmacy services or claims processing services, provided directly or indirectly by a pharmacy benefit manager, whether in connection with or separate from claims processing, including but not limited to:

1.
Negotiating rebates, discounts, or other financial incentives or arrangements with drug companies;
2.
Receiving, disbursing, or distributing rebates;
3.
Managing or participating in incentive programs or arrangements for prescription benefits;
4.
Negotiating or entering into contractual arrangements with pharmacists, pharmacies, or both;
5.
Developing formularies;
6.
Designing, developing, or arranging for prescription benefit programs or networks; or
7.
Engaging in other services for the provision of services for or payment for prescription benefits; and
(c)
"Pharmacy benefit manager" means a person, business, or entity, or any wholly or partially owned or controlled subsidiary of person, business, or entity, that provides prescription drug claims processing services or other prescription drug or device services, or both. The term includes, but is not limited to, a third party administrator or any other entity under contract or agreement to provide coverage for prescription drugs or to manage prescription drugs to persons eligible for prescription drug coverage under this chapter, a health benefit plan as defined in KRS 304.17A-005, an entity under contract with a health benefit plan, or any part or subsidiary of a health benefit plan that provides coverage for prescription drugs or that manages prescription drugs under this chapter.
(2)
The Finance and Administration Cabinet shall not enter into a contract with a pharmacy benefit manager to manage prescription drug coverage provided under this subtitle or to control the costs of prescription drugs available under this subtitle unless the pharmacy benefit manager meets the following requirements:
(a)
The pharmacy benefit manager, or a person, business, or entity engaging the services of a pharmacy benefit manager, is not owned in whole or in part, directly or indirectly, by a pharmaceutical manufacturing company, and discloses any ownership of five percent (5%) or more in a pharmacy, and agrees to disclose any future ownership of five percent (5%) or more in a pharmacy and any change in ownership;
(b)
The pharmacy benefit manager agrees to pass along any cost savings negotiated with a pharmacy to the state-sponsored employee health insurance program;
(c)
The pharmacy benefit manager agrees not to discriminate against any pharmacy in favor of a pharmacy in which the pharmacy benefit manager has an ownership interest of five percent (5%) or more;
(d)
The pharmacy benefit manager agrees to make public on an annual basis the percentage of the manufacturer's rebates received by the pharmacy benefit manager that is passed back to the state-sponsored employee health insurance program on a drug-by-drug basis;
(e)
The pharmacy benefit manager agrees to provide at least annually to the Personnel Cabinet all financial and utilization information requested by the cabinet relating to the provision of benefits to eligible enrollees through the pharmacy benefit manager and all financial and utilization information relating to services provided to the state-sponsored employee health insurance program. A pharmacy benefit manager providing information under this paragraph may designate the information as confidential. Information designated as confidential and provided to the cabinet shall not be disclosed to any person without consent of the pharmacy benefit manager; and

(f)
The pharmacy benefit manager agrees to provide at least annually to the Personnel Cabinet all financial terms and arrangements for remuneration of any type between the pharmacy benefit manager and any prescription drug manufacturer or labeler, including but not limited to formulary management and drug-switch programs, educational supports, claims processing, fees that are received from pharmacies, and data sales fees.
(3)
The cabinet shall transmit the information received under paragraphs (a), (b), (c), (d), and (f) of subsection (2) of this section and information not deemed confidential as provided under paragraph (e) of subsection (2) of this section to the Legislative Research Commission within thirty (30) days of receipt of the information from the pharmacy benefit manager.

(4)
If a pharmacy benefit manager fails to comply with any provision of paragraphs (a), (b), (c), (d), and (f) of subsection (2) of this section, then any contract of the pharmacy benefit manager to provide coverage for prescription drugs or to manage prescription drugs under this chapter shall be deemed void or voidable as against the public policy of the Commonwealth.
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