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AN ACT to create the Pharnmacy Benefit Managenent and

Regul ation Act.

Be it enacted by the People of the State of |Illinois,

represented in the General Assenbly:

Section 1. Short title. This Act may be cited as the

Phar macy Benefit Managenent Regul ati on Act.

Section 5. Purpose and intent. This Act establishes
standards and criteria for the regulation and |icensing of
phar macy benefit managenent conpani es. The purpose of this
Act is to pronote, preserve, and protect the public health,
safety, and welfare by and through effective regulation and

i censing of pharmacy benefit managenent conpani es.

Section 10. Definitions. For purposes of this Act:

"Board of Pharnmacy" or "Board" neans the State Board of
Phar macy.

"Cease and desist" is an order of the Board prohibiting a
pharmacy benefit manager or pharmacy benefit managenent
conpany or other person or entity from continuing a
particular course of conduct that violates this Act or its
rul es.

"Director” nmeans the Director of |nsurance.

"Enroll ee" nmeans an individual who has been enrolled in a
pharmacy benefit managenent pl an.

"Insolvent” or "insolvency" neans a financial situation
in which, based wupon the financial information required by
this Act for the preparation of the pharnmacy benefit
managenent conpany's annual statenent, the assets of the
phar macy benefit managenent conpany are | ess than the sum of
all of its liabilities and required reserves.

"Pharmaci sts services" includes drug therapy and ot her
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patient care services provided by a licensed pharnacist
i nt ended to achieve outcones related to the cure or
prevention of a disease, elimnation or reduction of a
patient's synptons, or arresting or slow ng of a disease
process as defined in the rules of the Board.

"Phar maci st s" neans any individual properly licensed as a
pharmaci st by the Departnment of Professional Regul ation.

"Phar macy" neans any appropriately licensed place wthin
this State where drugs are di spensed and pharmaci st services
are provided.

"Phar macy benefits nmanagenent conpany” or "PBM' neans a
business that admnisters the prescription drug and device
portion of health insurance plans on behalf of plan sponsors,
such as self-insured enpl oyers, insurance conpanies, unions,
and heal th mai nt enance organi zati ons.

"Pharmacy benefit nmanagenent plan" neans an arrangenent
for the delivery of prescription services in which a pharmacy
benefit managenent conpany undertakes to provide, arrange
for, pay for, or reinburse any of the costs of prescription
services for an enrollee on a prepaid or insured basis which
(1) ~contains one or nore incentive arrangenents intended to
i nfl uence the cost or |evel of prescription services between
the plan sponsor and one or nore pharmacies with respect to
the delivery of prescription services and (ii) requires or
creates benefit paynent differential incentives for enrollees
to use wunder contract with the pharmacy benefit managenent
conpany. A pharmacy benefit plan does not nean an enployee
wel fare benefit plan (as defined in Section 3(1) of the
Enpl oyee Retirenent Incone Security Act of 1974, 29 U S. C
1002(1)), which is self-insured or self-funded.

Section 15. Certificate of authority.
(a) No person or organization may establish or operate a

pharmacy benefit managenment conpany in this State to provide


SOLIMAR DFAULT BILLS NONE


© 00 N o o b~ w N Pk

W W W W W NN N NDNNDNDRNDNNR P P R B R R B R R
N W N P O © 0 N O 00 & W N B O © 0 N 0o o0 M W N B O

- 3- LRB093 06109 JLS 06214 b

pharmacy benefit nmanagenent plans wthout obt ai ni ng a
certificate of authority fromthe Board. Al PBMs providing
phar macy benefit managenent plans in this State shall obtain
a certificate of authority fromthe Board of pharnmacy every 4
years.

An organization or person may apply to the Board to
obtain a certificate of authority to establish and operate a
PBM in conpliance with this Act if the organization obtains
fromthe Director an annual license to do business in this
St at e.

(b) The Board may suspend or revoke any certificate of
authority issued to a pharmacy benefit managenent conpany
under this Act or deny an application for a certificate of
authority if it finds that:

(1) the pharmacy benefit rmanagenent conpany 1S
operating significantly in contravention of 1its basic
organi zati onal docunent;

(2) the pharmacy benefit managenent conpany does
not arrange for pharmaci sts services;

(3) the pharnmacy benefit nanagenent conpany has
failed to neet the requirenents for issuance of a
certificate of authority as set forth in this Act;

(4) the pharmacy benefit rmanagenent conpany 1S
unable to fulfill its obligation to furnish pharnmacists
services as required under its pharmacy benefit
managenent pl an;

(5) the pharnmacy benefit managenent conpany isS no
longer financially responsible and may reasonably be
expected to be wunable to neet its obligations to
enrol | ees or prospective enroll ees;

(6) the pharmacy benefit managenent conpany, or any
person on its behalf, has advertised or nerchandised its
services in an wuntrue, msrepresentative, m sleading,

deceptive, or unfair manner;
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(7) the continued operation of the pharmacy benefit
managenent conpany woul d be hazardous to its enroll ees;
(8 the pharmacy benefit rmanagenent conpany has
failed to file an annual statenent with the Director in a
tinmely manner; or
(9) the pharmacy benefit nanagenent conpany has
otherwise failed to substantially conply with this Act.
(c) When the certificate of authority of a pharmacy
benefit managenent conpany is revoked, the organization shal
proceed, imediately followwing the effective date of the
order of revocation, to wnd up its affairs and shall conduct
no further business except as may be essential to the orderly
conclusion of the affairs of the organi zation. The Board may
permt such further operation of the organization as the
Board may find to be in the best interest of enrollees to the
end that the enrollees wll be afforded the greatest

practical opportunity to obtain pharnacists services.

Section 20. License.

(a) The Director shall not issue an annual |icense to do
business in this State to any PBM provi di ng pharnmacy benefit
managenent plans until he is satisfied that the pharnmacy
benefit managenent conpany:

(1) bhas paid all fees, taxes, and charges required
by | aw,

(2) has nmade any deposit required by this Act;

(3) has t he m ni mum  capi tal and surpl us
requi renents specified by the Director;

(4) has filed a financial statenent or statenents

and any reports, certificates, or other docunents the

Director considers necessary to secure a full and
accurate know edge of its affairs and fi nanci al
condi ti on;

(5 is solvent and its financial condition, nethod


SOLIMAR DFAULT BILLS NONE


© 00 N o o b~ w N Pk

W oW NN N NDNNNDNNNR R P R R B R R R R
P O © O N o O ~» W N B O © ® N o 00 »h W N B O

32
33

- 5- LRB093 06109 JLS 06214 b

of operation, and manner of doing business are such as to

satisfy the Director that it can neet its obligations to

all enrollees; and
(6) has ot herw se conplied W th al | t he
requi renents of | aw.

(b) This license shall be in addition to the certificate
of authority required by the Board. A nonrefundable 1|icense
application fee of $500 shall acconpany each application for
a license to transact the business in this State. The fee
shall be collected by the Director and paid directly into the
Pharmacy Benefit Conpany Regul ation Fund to provi de expenses
for the regulation, supervision, and examnation of al
entities subject to regulation under this Act.

The Ilicense shall be signed by the Director or a duly
aut hori zed agent of the Director and shall expire on the next
June 30 after the date on which it becones effective.

(c) Al PBMs providing pharmacy benefit managenent pl ans
shall obtain an annual renewal of its license from the
Director. The Director may refuse to renew the |icense of any
phar macy benefit managenent conpany or nay renew the |icense
subject to any restrictions considered appropriate by the
Director, if he or she finds an inpairnent of required
capital and surplus or if it finds that the pharmacy benefit
managenent conpany has not satisfied all the conditions set
forth in this Act. The Director shall not fail to renew the
l'icense of any pharmacy benefit managenent conpany to
transact business in this State without giving the pharmacy
benefit managenent conpany 10 days' notice and giving it an
opportunity to be heard. The hearing nmay be infornmal, and the
Director and the pharmacy benefit rmanagenent conpany may

wai ve the required notice.

Section 25. Annual statenent.

(a) A PBM providing pharnmacy managenent benefit plans in
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this State shall file a statenent with the Director annually
by March 1. The statenent shall be verified by at least 2
principal officers and shall cover the precedi ng cal endar
year. A pharmacy benefit managenent conpany shall al so send a
copy of the statenent to the Board.

(b) The statenment shall be on forns prescribed by the
Director and shall include:

(1) a financial statement of the organization,
including its balance sheet and incone statenent for the
precedi ng year;

(2) the nunmber of persons enrolled during the year,
t he nunber of enrollees as of the end of the vyear, and
t he nunber of enrollnents term nated during the year; and

(3) any ot her i nformation relating to t he
operations of the pharmacy benefit managenent conpany

required by the Director pursuant to this Act.

(c) If the pharmacy benefit managenent conpany IS
audi t ed annual |y by an i ndependent certified public
accountant, a copy of the certified audit report shall be

filed annually with the Director by June 30.

(d) The Director may extend the tinme prescribed for any
pharmacy benefit rmanagenent conpany for filing annual
statenents or other reports or exhibits of any for good cause
shown. However, the Director shall not extend the tine for
filing annual statenents beyond 60 days after the tine
prescribed by subsection (a) of this Section. A pharnacy
benefit managenent conpany that fails to file its annual
statenent within the tine prescribed by this Section may have
its licensed revoked by the Director or its certificate of
authority revoked or suspended by the Board until the annual

statenent is fil ed.

Secti on 30. Fi nanci al exam nati on.

(a) Instead of or in addition to making his or her own
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financial examnation of a pharnacy benefit managenent
conpany, the Director may accept the report of a financial
exam nation of other person responsible for the pharmacy
benefit managenment conpani es under the | aws of another state
certified by the insurance supervisory official, simlar
regul atory agency, or the state health supervisory official
of another state.

(b) The Director shall coordinate financial exam nations
of a PBMthat provides pharmacy managenent benefit plans in
this State to ensure an appropriate |level of regulatory
oversight and to avoid any undue duplication of effort or
regul ation. The pharmacy benefit managenent conpany being
exam ned shall pay the cost of the exam nation. The cost of
the exam nation shall be deposited into the Pharmacy Benefit
Conpany Regul ation Fund, a special fund created in the State
treasury. Mmneys in the Fund shall be wused to pay the

expenses of adm nistering this Act.

Section 35. Assessnent.

(a) The expense of adm nistering this Act, including the
cost incurred by the Director and the Board, shall be
assessed annually by the Board against all pharmacy benefit
managenent conpanies operating in this St at e. Bef ore

determning the assessnent, the Board shall request fromthe

Director an estimate of all expenses for the regqgulation,
supervision, and examnation of all entities subject to
regulation wunder this Act. The assessnent shall be in

proportion to the business done in this State.

(b) Al fees assessed under this Act and paid to the
Board shall be deposited into the Pharmacy Benefit Conpany
Regul ati on Fund.

(c) The Board shall assess each phar macy benefit
managenent conpany annually for its just share of expenses.

The assessnent shall be in proportion to the business done in


SOLIMAR DFAULT BILLS NONE


© 00 N o o b~ w N Pk

N N N N N N NN R P P R R R R Rp R
N~ o oo A WO N PP O O 00O N o o~ N+ O

28
29
30
31
32
33

- 8- LRB093 06109 JLS 06214 b

this State. The Board shall provide the D rector an anount
from the Pharmacy Benefit Conpany Regul ati on Fund to cover
all expenses incurred by the Drector for the regulation
under this Act.

(d) The Boar d shal | gi ve each pharmacy benefit
managenent conpany notice of the assessnent, which shall be
paid to the Board on or before Mirch 1 of each year. A
phar macy benefit managenent conpany that fails to pay the
assessment on or before the date prescribed shall be subject
to a penalty inposed by the Board. The penalty shall be 10%
of the assessnent and interest for the period between the due
date and the date of full paynent. If a paynent is nade in an
anount later found to be in error, the Board shall (i) if an
additional amount is due, notify the conpany of t he
addi tional anmount and the conpany shall pay the additional
anmount within 14 days after the date of the notice or (ii) if
an overpaynent is nmade, order a refund.

| f an assessnment nmade under this Act is not paid to the
Board by the prescribed date, the anpbunt of the assessnent,
penalty, and interest may be recovered from the defaulting
conpany in an action brought at the request of the Board by
the Attorney CGeneral nmade in the nane and for the use of the
State in the appropriate circuit court after 10 days' notice
to the conpany. The certificate of authority of any
defaulting conpany to transact business in this State may be
revoked or suspended by the Board wuntil it has paid the

assessnent.

Section 40. PBM contracts. A PBMthat contracts with a
pharmacy or pharmacist to provide pharmacists services
through a pharmacy managenent plan for enrollees in this
State shall file the contract wwth the Board 30 days before
the execution of the contract. The contract shall be deened

approved unl ess the Board di sapproves the contract wthin 30
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days after filing wth the Board. D sapproval shall be in
witing and set forth the reasons for disapproval. A copy the
di sapproval shall be delivered to the PBM The Board,
consistent wwth its responsibility for protecting the public
interest, shall develop formal criteria for the approval and

di sapproval of PBM contracts.

Section 45. Enforcenent.

(a) The Board shall develop formal investigation and
conpliance procedures wth respect to conplaints by plan
sponsors, pharmacists, and enrollees concerning the failure
of a pharmacy benefit nmanagenent conpany or the pharmacy
benefit manager to conply with the provisions of this Act. If
the Board has reason to believe that there is a violation of
this Act, it shall issue and serve upon the pharmacy benefit
managenent conpany or the pharmacy benefit nmnanager concerned
a statenent of the charges and a notice of a hearing to be
held at a tinme and place fixed in the notice, which shall not
be | ess than 30 days after notice is served. The notice shal
require the pharmacy benefit managenent conpany or the
pharmacy benefit manager to show cause why an order should
not be issued directing the alleged offender to cease and
desist fromthe violation. At the hearing, the pharnmacy
benefit managenent conpany or the pharmacy benefit manager
shal | have an opportunity to be heard and to show cause why
an order should not be issued requiring the pharmacy benefit
managenent conpany or the pharmacy benefit manager to cease
and desist fromthe violation.

(b) The Board may nake an exam nation concerning the
quality of services of any pharmacy benefit nmanagenent
conpany and providers wth whom the phar macy benefit
managenent conpany has contracts, agreements, or other
arrangenents pursuant to its pharmacy benefit managenent pl an

as often as the Board deens necessary for the protection of
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the interests of the people of this State. The pharmacy
benefit managenent conpany bei ng exam ned shall pay the cost

of the exam nati on.

Section 50. Prohibited practices.

(a) A pharnmacy benefit managenent conpany or its
representative may not cause or know ngly permt the wuse of
(1) adverti sing t hat IS untrue or msleading, (ii)
solicitation that is untrue or msleading, or (iii) any form
of evidence of coverage that is deceptive.

(b) A pharnmacy benefit managenent conpany, unless
licensed as an insurer, nmay not use in its nane, contracts,
or literature (i) any of the words "insurance", "casualty",
"surety", or "nmutual" or (ii) any other words descriptive of
the insurance, casualty, or surety business or deceptively
simlar to the nanme or description of any insurance or
fidelity and surety insurer doing business in this State.

(c) A pharnmacy benefit nmanagenent conpany nay not
di scrimnate on the basis of race, creed, color, sex, or
religion in the selection of pharmacies for participation in
t he organi zati on.

(d) A pharmacy benefit managenent conpany nmay not
unr easonabl y di scrim nate agai nst phar maci st s when

contracting for pharmaci st services.

Section 55. Disclosures. Al of the followng shall be
provided to the pharmacy benefit conpany's enrollees of a
phar macy benefit managenent plan at the time of enroll nment or
at the time the contract is issued and shall be nade
avai | abl e upon request or at |east annually:

(1) A list of the nanes and locations of al
affiliated providers.
(2) A description of the service area or areas

W thin which the pharmacy benefit conpany provides
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prescription services.

(3) A description of the nmnmethod of resol vi ng
conpl aints of covered persons, including a description of
any arbitration procedure if conplaints may be resol ved
t hrough a specified arbitration agreenent.

(4) Notice that the pharmacy benefit nmanagenent
conpany is subject to regulation in this State by both
the State Board of Pharmacy and the Director of
| nsur ance.

(5 A prominent notice included within the evidence
of coverage, providing substantially the followng: "If
you have any questions regardi ng an appeal or grievance
concerning the pharmacist services that you have been
provi ded, which have not been satisfactorily addressed by
your plan, you may contact the State Pharmacy Board."
The notice shall also provide the toll-free tel ephone
nunber, mailing address, and electronic mail address of

the State Board of Pharnacy.

Section 60. Privacy. An enrollee in a pharmacy benefit
managenent plan has the right to privacy and confidentiality
i n pharmaci st services. This right may be expressly waived in

witing by the enrollee or the enrollee's guardian.

Section 65. Insolvency.

(a) If a pharmacy benefit nmanagenent conpany becones
i nsolvent or ceases to be a conpany in this State in any
assessable or [|icense year, the conpany shall remain |liable
for the paynent of the assessnent for the period in which it
operated as a pharmacy benefit managenent conpany in this
St at e.

(b) In the event of an insolvency of a pharmacy benefit
managenent conpany, the D rector may, after notice and

hearing, |levy an assessnment on pharmacy benefit managenent
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conpanies licensed to do business in this State. The
assessnments shall be paid quarterly to the Director, and upon
receipt by the Director shall be paid over into an escrow
account in the Pharmacy Benefit Conpany Regul ation Fund. This
escrow account shall be solely for the benefit of enrollees

of an insolvent pharmacy benefit managenent conpany.

Section 95. Severability. The provisions of this Act

are severabl e under Section 1.31 of the Statute on Stat utes.

Section 97. The State Finance Act is anended by adding

Section 5.595 as foll ows:

(30 ILCS 105/5.595 new)
Sec. 5.595. The Pharnmacy Benefit Conpany Requl ation
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