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HOUSE BILL 419

J3 (81r0502)
ENROLLED BILL

—Health and Government Operations/Finance—

Introduced by Delegates Elliott, Ali, Bartlett, Beitzel, Bromwell, Cane, Costa,
DeBoy, Frush, George, Norman, Hammen, Hecht, Hubbard, Impallaria,
Kach, King, Kipke, Kirk, Krebs, Kullen, McDonough, Mizeur,
Montgomery, Morhaim, Nathan-Pulliam, Oaks, Pena-Melnyk,
Pendergrass, Proctor, Reznik, Riley, Rudolph, Smigiel, Sophocleus,
Sossi, Stukes, Stull, V. Turner, Walkup, Weir, and—Welden Weldon
Benson, and Donoghue

Read and Examined by Proofreaders:

Proofreader.

Proofreader.
Sealed with the Great Seal and presented to the Governor, for his approval this

day of at o’clock, M.

Speaker.
CHAPTER

AN ACT concerning

Pharmacy Benefits Managers — Registration

FOR the purpose of requiring a perser pharmacy benefits manager to reg‘lster with
the Maryland Insurance Commissioner before the-persen—ae

management serv1ces in the State'

EXPLANATION: CAPITALS INDICATE MATTER ADDED TO EXISTING LAW.
[Brackets] indicate matter deleted from existing law.
Underlining indicates amendments to bill.
Steike-eut indicates matter stricken from the bill by amendment or deleted from the law by
amendment.
Italics indicate opposite chamber [ conference committee amendments
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HOUSE BILL 419

: : : : : requiring an
apphcant for registration to file an apphcatlon on a certaln form and pay to the
Commissioner a certain fee; requiring the Commissioner to register certain
appleants pharmacy benefits managers; providing for the expiration and
renewal of a registration; prohibiting a pharmacy benefits manager from taking
certain actions; authorizing the Commissioner to deny, suspend, or revoke a
registration or refuse to renew a registration under certain 01rcumstances and
subJect to certaln hearlng provisions; auth

ien a purchase from

enter1ng into an agreement W1th a pharmacy beneﬁts manager that has not
registered with the Commissioner; zegquiring authorizing the Commissioner to
conduct a certain examination in accordance with certain provisions of law;
requiring a pharmacy benefits manager to maintain certain books and records
for a certaln perlod and in accordance Wlth certain standards; %e%aa%%%e

authorizing the Comm1ss1oner to issue a certa1n order; authorlzlngr an order of
the Commissioner to be served in a certain manner under certain
circumstances; providing that a request for a hearing on a certain order does not
stay a certain portion of the order; authorizing the Commissioner to file a
certain petition in circuit court; authorizing the Commissioner to recover certain

fees and costs under certain mrcumstances prov1d1ng certain penalties; %teﬂ%g

bs: making certaln prov1s1ons of law apphcable to
health ma1ntenance organizations; allowing a certain person to continue to act
as a pharmacy benefits manager without registering with the Commissioner
under certain circumstances; defining certain terms; and generally relating to
regulation and registration of pharmacy benefits managers.

BY adding to

Article — Insurance

Section 15-1601 through #5—1643 15-1609 to be under the new subtitle
“Subtitle 16. Pharmacy Benefits Managers”

Annotated Code of Maryland

(2006 Replacement Volume and 2007 Supplement)

BY adding to

Article — Health — General

Section 19-706(ppp)

Annotated Code of Maryland

(2005 Replacement Volume and 2007 Supplement)
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HOUSE BILL 419 3

SECTION 1. BE IT ENACTED BY THE GENERAL ASSEMBLY OF
MARYLAND, That the Laws of Maryland read as follows:

Article - Insurance
SUBTITLE 16. PHARMACY BENEFITS MANAGERS.
15-1601.

(A) IN THIS SUBTITLE THE FOLLOWING WORDS HAVE THE MEANINGS
INDICATED.

(B) “BENEFICIARY” MEANS AN INDIVIDUAL WHO RECEIVES
PRESCRIPTION DRUG COVERAGE OR BENEFITS FROM A PURCHASER.

(C) “ERISA” HAS THE MEANING STATED IN § 8-301 OF THIS ARTICLE.
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4 HOUSE BILL 419

(D) “NONPROFIT HEALTH MAINTENANCE ORGANIZATION” HAS THE
MEANING STATED IN § 6-121(A) OF THIS ARTICLE.

(E) (1) “PHARMACY BENEFITS MANAGEMENT SERVICES” MEANS:

o THE PROCUREMENT OF PRESCRIPTION DRUGS AT A
NEGOTIATED RATE FOR DISPENSATION WITHIN THE STATE TO BENEFICIARIES;

(II) THE ADMINISTRATION OR MANAGEMENT OF
PRESCRIPTION DRUG COVERAGE PROVIDED BY A PURCHASER FOR
BENEFICIARIES; AND

(II) ANY OF THE FOLLOWING SERVICES PROVIDED WITH
REGARD TO THE ADMINISTRATION OF PRESCRIPTION DRUG COVERAGE:

1. MAIL SERVICE PHARMACY;

2. CLAIMS PROCESSING, RETAIL NETWORK
MANAGEMENT, AND PAYMENT OF CLAIMS TO PHARMACIES FOR PRESCRIPTION
DRUGS DISPENSED TO BENEFICIARIES;

3. CLINICAL  FORMULARY DEVELOPMENT AND
MANAGEMENT SERVICES;

4. REBATE CONTRACTING AND ADMINISTRATION;

5. PATIENT COMPLIANCE, THERAPEUTIC
INTERVENTION, AND GENERIC SUBSTITUTION PROGRAMS; OR

6. DISEASE MANAGEMENT PROGRAMS.

(2) “PHARMACY BENEFITS MANAGEMENT SERVICES” DOES NOT
INCLUDE ANY SERVICE PROVIDED BY A NONPROFIT HEALTH MAINTENANCE
ORGANIZATION THAT OPERATES AS A GROUP MODEL, PROVIDED THAT THE
SERVICE:

@ IS PROVIDED SOLELY TO A MEMBER OF THE NONPROFIT
HEALTH MAINTENANCE ORGANIZATION; AND

(I1) IS FURNISHED THROUGH THE INTERNAL PHARMACY
OPERATIONS OF THE NONPROFIT HEALTH MAINTENANCE ORGANIZATION.
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HOUSE BILL 419 5

©) (F) “PHARMACY BENEFITS MANAGER” MEANS A PERSON THAT
PERFORMS PHARMACY BENEFITS MANAGEMENT SERVICES.

(G) (1) “PURCHASER” MEANS THE STATE EMPLOYEE AND RETIREE

HEALTH AND WELFARE BENEFITS PROGRAM, AN INSURER, A NONPROFIT
HEALTH SERVICE PLAN, OR A HEALTH MAINTENANCE ORGANIZATION THAT:

@ PROVIDES PRESCRIPTION DRUG COVERAGE _OR
BENEFITS IN THE STATE; AND

(I1) ENTERS INTO AN AGREEMENT WITH A PHARMACY
BENEFITS MANAGER FOR THE PROVISION OF PHARMACY BENEFITS
MANAGEMENT SERVICES.

(2) “PURCHASER” DOES NOT INCLUDE A PERSON THAT PROVIDES
PRESCRIPTION DRUG COVERAGE OR BENEFITS THROUGH PLANS SUBJECT TO
ERISA AND DOES NOT PROVIDE PRESCRIPTION DRUG COVERAGE OR BENEFITS
THROUGH INSURANCE, UNLESS THE PERSON IS A MULTIPLE EMPLOYER
WELFARE ASSOCIATION ARRANGEMENT AS DEFINED IN § 514(B)(6)(A)(II) OF
ERISA.

15-1602.
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6 HOUSE BILL 419

(A) A BERSON PHARMACY BENEFITS MANAGER SHALL REGISTER WITH
THE COMMISSIONER BEEFORE-FHE
A PHARMACY BENEFITS MANAGER HE%S%%E BEFORE PROVIDING
PHARMACY BENEFITS MANAGEMENT SERVICES IN THE STATE TO PURCHASERS.

(B) AN APPLICANT FOR REGISTRATION SHALL:

(1) FILE WITH THE COMMISSIONER AN APPLICATION ON THE
FORM THAT THE COMMISSIONER PROVIDES; AND

(2) PAY TO THE COMMISSIONER A REGISTRATION FEE SET BY THE
COMMISSIONER.

REGUEATION SUBJECT TO THE PROVISIONS OF § 15—1604 OF THIS SUBTITLE,
THE COMMISSIONER SHALL REGISTER EACH PHARMACY BENEFITS MANAGER
THAT MEETS THE REQUIREMENTS OF THIS SECTION.

15-1603.

(A) A PHARMACY BENEFITS MANAGER REGISTRATION EXPIRES ON THE
ANNIVERSARY DATE THAT OCCURS ON THE DATE 2 YEARS FOLLOWING THE
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HOUSE BILL 419 7

DATE THE COMMISSIONER ISSUED THE REGISTRATION, UNLESS IT IS RENEWED
AS PROVIDED UNDER THIS SECTION.

BENEFITS MANAGER MAY RENEW ITS REGISTRATION FOR AN ADDITIONAL

2-YEAR TERM, IF THE PHARMACY BENEFITS MANAGER:

(1) OTHERWISE IS ENTITLED TO BE REGISTERED;

(2) FILES WITH THE COMMISSIONER A RENEWAL APPLICATION
ON THE FORM THAT THE COMMISSIONER REQUIRES; AND

(3) PAYS TO THE COMMISSIONER A RENEWAL FEE SET BY THE
COMMISSIONER.

(C) AN APPLICATION FOR RENEWAL OF A PHARMACY BENEFITS
MANAGER REGISTRATION SHALL BE CONSIDERED HEMEEY-H: MADE IN A TIMELY
MANNER IF IT IS POSTMARKED ON OR BEFORE ENE=56 YA
RENEWAE THE DATE THE PHARMACY BENEFITS MANAGER’S REGISTRATION
EXPIRES.

(D) SUBJECT TO THE PROVISIONS OF § 15-1604 OF THIS SUBTITLE, THE
COMMISSIONER SHALL RENEW THE REGISTRATION OF EACH PHARMACY
BENEFITS MANAGER THAT MEETS THE REQUIREMENTS OF THIS SECTION.

15-1604.

(A) SUBJECT TO THE HEARING PROVISIONS OF TITLE 2 OF THIS
ARTICLE, THE COMMISSIONER MAY DENY A REGISTRATION TO A PHARMACY
BENEFITS MANAGER APPLICANT OR REFUSE TO RENEW, SUSPEND, OR REVOKE
THE REGISTRATION OF A PHARMACY BENEFITS MANAGER IF THE PHARMACY
BENEFITS MANAGER, OR AN OFFICER, DIRECTOR, OR EMPLOYEE OF THE
PHARMACY BENEFITS MANAGER:

(1) MAKES A MATERIAL MISSTATEMENT OR MISREPRESENTATION
IN AN APPLICATION FOR REGISTRATION;

(2) FRAUDULENTLY OR DECEPTIVELY OBTAINS OR ATTEMPTS TO
OBTAIN A REGISTRATION;

(3) IN CONNECTION WITH THE ADMINISTRATION OF PHARMACY
BENEFITS MANAGEMENT SERVICES, COMMITS FRAUD OR ENGAGES IN ILLEGAL
OR DISHONEST ACTIVITIES; OR
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8 HOUSE BILL 419

(4) VIOLATES ANY PROVISION OF THIS SUBTITLE OR A
REGULATION ADOPTED UNDER THIS SUBTITLE.

(B) THIS SECTION DOES NOT LIMIT ANY OTHER REGULATORY
AUTHORITY OF THE COMMISSIONER UNDER THIS ARTICLE.

15-1605.

A PHARMACY BENEFITS MANAGER MAY NOT SHIP, MAIL, OR DELIVER
PRESCRIPTION DRUGS OR DEVICES TO A PERSON IN THE STATE THROUGH A
NONRESIDENT PHARMACY UNLESS THE NONRESIDENT PHARMACY HOLDS A
PERMIT ISSUED IN ACCORDANCE WITH THE PROVISIONS OF § 12-403 OF THE

HEALTH OCCUPATIONS ARTICLE.
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HOUSE BILL 419 9

(A) WHENEVER THE COMMISSIONER CONSIDERS IT ADVISABLE, THE
COMMISSIONER MAY EXAMINE THE AFFAIRS, TRANSACTIONS, ACCOUNTS, AND
RECORDS OF A REGISTERED PHARMACY BENEFITS MANAGER.

(B) THE EXAMINATION SHALL BE CONDUCTED IN ACCORDANCE WITH §
2-207 OF THIS ARTICLE.

(C) THE EXPENSE OF THE EXAMINATION SHALL BE PAID IN
ACCORDANCE WITH § 2-208 OF THIS ARTICLE.

(D) THE REPORTS OF THE EXAMINATION AND INVESTIGATION SHALL BE
ISSUED IN ACCORDANCE WITH § 2-209 OF THIS ARTICLE.

15-1607.
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HOUSE BILL 419 11

A PHARMACY BENEFITS MANAGER SHALL MAINTAIN ADEQUATE BOOKS

AND RECORDS ABOUT EACH PURCHASER FOR WHICH THE PHARMACY BENEFITS
MANAGER PROVIDES PHARMACY BENEFITS MANAGEMENT SERVICES:

(1) IN ACCORDANCE WITH PRUDENT STANDARDS OF RECORD

KEEPING;

(2) FOR THE DURATION OF THE AGREEMENT BETWEEN THE
PHARMACY BENEFITS MANAGER AND THE PURCHASER; AND

(8) FOR 3 YEARS AFTER THE PHARMACY BENEFITS MANAGER
CEASES TO PROVIDE PHARMACY BENEFITS MANAGEMENT SERVICES FOR THE
PURCHASER.

15-1608.

(A) Ir THE COMMISSIONER DETERMINES THAT A PHARMACY BENEFITS
MANAGER HAS VIOLATED ANY PROVISION OF THIS SUBTITLE OR ANY
REGULATION ADOPTED UNDER THIS SUBTITLE, THE COMMISSIONER MAY ISSUE
AN ORDER THAT REQUIRES THE PHARMACY BENEFITS MANAGER TO:

(1) CEASE AND DESIST FROM THE IDENTIFIED VIOLATION AND
FURTHER SIMILAR VIOLATIONS;

(2) TAKE SPECIFIC AFFIRMATIVE ACTION TO CORRECT THE
VIOLATION; OR

(8) MAKE RESTITUTION OF MONEY, PROPERTY, OR OTHER ASSETS
TO A PERSON THAT HAS SUFFERED FINANCIAL INJURY BECAUSE OF THE
VIOLATION.

(B) (1) AN ORDER OF THE COMMISSIONER ISSUED UNDER THIS
SECTION MAY BE SERVED ON A PHARMACY BENEFITS MANAGER THAT IS
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12 HOUSE BILL 419

REGISTERED UNDER THIS SUBTITLE IN THE MANNER PROVIDED IN § 2-204 OF
THIS ARTICLE.

(2) AN ORDER OF THE COMMISSIONER ISSUED UNDER THIS
SECTION MAY BE SERVED ON A PHARMACY BENEFITS MANAGER THAT IS NOT
REGISTERED UNDER THIS SUBTITLE IN THE MANNER PROVIDED IN § 4-206 OR §
4-207 OF THIS ARTICLE FOR SERVICE ON AN UNAUTHORIZED INSURER THAT
DOES AN ACT OF INSURANCE BUSINESS IN THE STATE.

(3) A REQUEST FOR A HEARING ON ANY ORDER ISSUED UNDER
THIS SECTION DOES NOT STAY THAT PORTION OF THE ORDER THAT REQUIRES
THE PHARMACY BENEFITS MANAGER TO CEASE AND DESIST FROM CONDUCT
IDENTIFIED IN THE ORDER.

(4) THE COMMISSIONER MAY FILE A PETITION IN THE CIRCUIT
COURT OF ANY COUNTY TO ENFORCE AN ORDER ISSUED UNDER THIS SECTION,
WHETHER OR NOT A HEARING HAS BEEN REQUESTED OR, IF REQUESTED,
WHETHER OR NOT A HEARING HAS BEEN HELD.

(5) IF THE COMMISSIONER PREVAILS IN AN ACTION BROUGHT
UNDER THIS SECTION, THE COMMISSIONER MAY RECOVER, FOR THE USE OF
THE STATE, REASONABLE ATTORNEY’S FEES AND THE COSTS OF THE ACTION.

(¢) IN ADDITION TO ANY OTHER ENFORCEMENT ACTION TAKEN BY THE
COMMISSIONER UNDER THIS SECTION, THE COMMISSIONER MAY IMPOSE A
CIVIL PENALTY NOT EXCEEDING $10,000 FOR EACH VIOLATION OF THIS
SUBTITLE.

(D) THIS SECTION DOES NOT LIMIT ANY OTHER REGULATORY
AUTHORITY OF THE COMMISSIONER UNDER THIS ARTICLE.

15-1609.

A PURCHASER MAY NOT ENTER INTO AN AGREEMENT WITH A PHARMACY
BENEFITS MANAGER THAT HAS NOT REGISTERED WITH THE COMMISSIONER.

Article - Health - General
19-706.

(PPP) THE PROVISIONS OF TITLE 15, SUBTITLE 16 OF THE INSURANCE
ARTICLE APPLY TO HEALTH MAINTENANCE ORGANIZATIONS.
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SECTION 2. AND BE IT FURTHER ENACTED, That a person acting as a
pharmacy benefits manager in the State on the effective date of this Act may continue
to act as a pharmacy benefits manager in the State without being registered with the
Maryland Insurance Commissioner, as required under Section 1 of this Act, if the

person:
(D)
(2)

SECTION 3. AND BE IT FURTHER ENACTED, That this Act shall take effect

October 1, 2008.

Approved:

HOUSE BILL 419

registers with the Commissioner on or before July 1, 2009; and

complies with all other applicable provisions of this Act.

Governor.

Speaker of the House of Delegates.

President of the Senate.



