AMENDED IN SENATE MARCH 31, 2016

SENATE BILL No. 1454

Introduced by Senator Stone

February 19, 2016

An act to-amend-Section400%-ef add Chapter 9.6 (commencing with
Section 4450) to Division 2 of the Business and Professions Code,
relating to healing arts.

LEGISLATIVE COUNSEL’S DIGEST

SB 1454, as amended, Stone. Pharmacy.

Existing law, the Pharmacy Law, provides for the licensure and
regulation of phar macists and pharmacies by the California Sate Board
of Pharmacy. Existing law imposes requirements on audits of pharmacy
services provided to beneficiaries of a health benefit plan, as specified.

This bill would prohibit a pharmacy benefit manager, as defined,
from requiring that a pharmacist or pharmacy provide reimbursement
to the pharmacy benefit manager for the cost of any drug dispensed to
a patient that was properly adjudicated, as defined, except upon a
showing of fraud or malfeasance. The bill would require any improper
reimbursement made under those provisions during a specified 5-year
period to be refunded to the phar macist or phar macy, as specmed

Vote: maJorlty Approprlatlon no. Flscal committee: no.
State-mandated local program: no.
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The people of the State of California do enact as follows:

SECTION 1. Chapter 9.6 (commencing with Section 4450) is
added to Division 2 of the Business and Professions Code, to read:

CHAPTER 9.6. PHARMACY BENEFITS MANAGEMENT

4450. For purposes of this chapter, the following definitions
shall apply:

(@ “Improper reimbursement” means a pharmacy benefit
manager has requested and received reimbursement from a
pharmacist or pharmacy in its network for the cost of a drug
dispensed to a patient that was previously authorized and properly
adjudicated, in violation of subdivision (a) of Section 4451.

(b) “Pharmacist” or “ pharmacy” hasthe same meaning as set
forthin Chapter 9 (commencing with Section 4000), and isa person
or entity located in this state that participates in the network of a
pharmacy benefit manager.

(o) “Pharmacy benefit manager” meansan entity that performs
pharmacy benefits management.

(d) * Pharmacy benefits management” meansthe administration
or management of prescription drug benefits, including, but not
limited to, the procurement of prescription drugs at a negotiated
rate for dispensation within this state, the processing of
prescription drug claims, and the administration of payments
related to prescription drug claims.

(e) “Properly adjudicated” meansthe pharmacist or pharmacy
was explicitly authorized by the pharmacy benefit manager to
dispense a drug to a patient through its network, and the
pharmacist or pharmacy was entitled to the payment that was
provided, at that point in time, by the pharmacy benefit manager,
pursuant to that authorization.

() “Reimbursement” means the amount that was previously
paid by a pharmacy benefit manager to a contracted pharmacist
or pharmacy for the cost of a drug dispensed to a patient that was
authorized to be dispensed as a covered drug and properly
adjudicated.

4451. (a) Notwithstanding any other law, a pharmacy benefit
manager is prohibited from requiring that a pharmacist or
pharmacy provide reimbur sement to the phar macy benefit manager
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for the cost of any drug dispensed to a patient that was properly
adjudicated, except upon a showing of fraud or malfeasance.

(b) No contract entered into on or after January 1, 2017,
between a pharmacy benefit manager and a pharmacist or
pharmacy shall include a provision that conflicts with the
prohibition set forth in subdivision (a).

4452. (a) Notwithstanding any other law, a pharmacy benefit
manager that administers pharmacy benefits management in this
state that has regquested and received any improper reimbursements
from a pharmacist or pharmacy pursuant to the prohibition set
forth in subdivision (a) of Section 4451 shall refund that payment
to the pharmacist or pharmacy.

(b) Subdivision (a) shall apply only to those improper
reimbursements that were received by the pharmacy benefit
manager between January 1, 2012, and January 1, 2017.
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