TITLE VI—MEDICAID AND SCHIP
Subtitle A—Medicaid

CHAPTER 1—PAYMENT FOR PRESCRIPTION DRUGS

SEC. 6001. FEDERAL UPPER PAYMENT LIMIT FOR MULTIPLE SOURCE
DRUGS AND OTHER DRUG PAYMENT PROVISIONS.

{a) MomMFICATION OF FEDERAL UPPER PAYMENT LIMIT FOR MUL-
TIPLE SoURCE DRUGS; DEFINITION OF MULTIFLE SOURCE DRUGS.—
Section 1927 of the Social Security Act (42 U.S.C. 1396r-8) is
amended—

{1} in subsection (e}4)—

{A) by striking “The Secretary” and inserting “Subject
to paragraph (5), the Secretary”; and

(B) by inserting “(or, effective January 1, 2007, two
or more)” after “three or more™;
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{2} by adding at the end of subsection (e) the following
new paragraph:

“ihy USE OF AMP IN UFPFER PAYMENT LIMITS.—Effective Effective date.
January 1, 2007, in applying the Federal upper reimbursement
limit under paragraph (4) and section 447.332(b) of title 42
of the Code of Federal Regulations, the Secretary shall sub-
stitute 250 percent of the average manufacturer price (as com-
puted without regard to customary prompt pay discounts
e:clen::]ed to wholesalers) for 150 percent of the published

rice.”;

" (3) in subsection (k) 7HAMNI), in the matter precedin% sub-

clause (I}, by striking “are 2 or more drug products” and

inserting “at least 1 other drug product™ and

i(4) in subelauses (1), (11}, and (11T} of subsection (k)(7HAMNL),
by striking “are” and inserting “is” each place it appears.

(h) DISCcLOSURE oF PRICE INFORMATION TO STATES AND THE
PuBLIc,—Subsection (b)i3) of such section is amended— 42 S0 139608,

(1) in subparagraph (A)}—

(A) in clause {i), by inserting “month of a" after “last
day of each”; and
{B} by adding at the end the following: “Beginning Effective date,

July 1, 2006, the Secretary shall provide on a monthly
basis to States under subparagraph (Diiv) the most
recently reported average manufacturer prices for single
gource drugs and for multiple source drugs and shall, on
at least a quarterly basis, update the information posted
on the website under subparagraph (DHv)."; and

(2} in subparagraph (D)—

tA) by striking “and” at the end of clause (iil;
{B) by striking the period at the end of clause (iii)
and inserting a comma; and
{C) by inserting after clause (iii) the following new
clanses:
“(iv) to States to carry out this title, and
“(v) to the Seeretary to disclose (through a website
accessible to the public) average manufacturer prices.”.

{c) DEFINITION OF AVERAGE MANUFACTURER PRICE.—

(1) EXCLUSION OF CUSTOMARY PROMPT PAY DISCOUNTS
EXTENDED TO WHOLESALERS. —Suhbsection (ki(1} of such section
is amended—

{A) by striking “The term” and inserting the following:
“A) IN GENERAL—Subject to subparagraph (B), the
term™;

(B) by striking *, after deducting customary prompt
pay discounts”; and

(C) by adding at the end the following:

“(B) EXCLUSION OF CUSTOMARY PROMPT PAY DISCOUNTS
EXTENDED TO WHOLESALERS—The average manufacturer
price for a covered outpatient drug shall be determined
without regard to customary prompt pay discounts
extended to wholesalers.”.

{2} MANUFACTURER REPORTING OF PROMPT FPAY DIS-
COUNTS.—Subsection (b)3HANI) of such section is amended by
inserting “, customary prompt pay discounts extended to whole-
salers,” after “(k)(1))".

(3) REQUIREMENT TO PROMULGATE REGULATION. — 42 USC 1396r-8

nate
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Deadline.

Repulations.

42 USC 138968,
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(A) INSPECTOR GENERAL RECOMMENDATIONS.—Not later
than June 1, 2006, the Inspector General of the Department
of Health and Human Services shall—

ii) review the requirements for, and manner in
which, average manufacturer prices are determined
under section 1927 of the Social Security Act, as
amended by this section; and

(ii) shall submit to the Secretary of Health and
Human Services and Congress such recommendations
for changes in such requirements or manner as the
Inspector General determines to be appropriate.

(B} DEADLINE FOR PROMULGATION.—Not later than July
1, 2007, the Secretary of Health and Human Services shall
promulgate a regulation that clarifies the requirements
tor, and manner in which, average manufacturer prices
are determined under section 1927 of the Social Security
Act, taking into consideration the recommendations sub-
mitted to the Secretary in accordance with subparagraph
A1),

(d) EXCLUSION OF SALES AT A NOMINAL PRICE FroM DETER-
MINATION OF BEST PRICE.—

(1) MANUFACTURER REPORTING OF SaLES.—Subsection
(b)3WANIL) of such section is amended by inserting before
the period at the end the following: “, and, for calendar quarters
beginning on or after January 1, 2007 and only with respect
to the information described in subeclause (III), for covered
outpatient drugs™.

(2) LIMITATION ON SALES AT A NOMINAL PRICE.—Subsection
iell) of such section is amended by adding at the end the
following new subparagraph:

“(D) LIMITATION ON SALES AT A NOMINAL FRICE, —

“i) IN GENERAL—For purposes of subparagraph
(CHiiHIIl) and subsection (b)(3)ANiiINIIL), only sales
by a manufacturer of covered outpatient drugs at
nominal prices to the following shall be considered
to be sales at a nominal price or merely nominal in
amount:

“TY A covered entity deseribed in section
340B{a)4) of the Public Health Service Act.
“II) An intermediate care facility for the men-

tally retarded.
“III) A State-owned or operated nursing
facility.

“IV) Any other facility or entity that the Sec-
retary determines is a safety net provider to which
sales of such drugs at a nominal price would be
appropriate based on the factors described in
clause (1i).

“ii) FacTors.—The factors described in this clause
with respect to a facility or entity are the following:

*{I) The type of facility or entity,

“(II} The services provided by the facility or
entity.

“(II1y The patient population served by the
facility or entity.







