INITIATIVE PETITION

WE, THE UNDERSIGNED qualified voters of the state of South Dakota, petition that the following
proposed lavy be submitted to the voters of the state of South Dakota at the general election on November 6
2018 for their approval or rejection pursuant to the Constitution of the State of South Dakota. ’

Title: An initiated measure establishing a cap on the price a State agency may pay for a prescription drug.

Attorney General Explanation:

This measure limits the amount that a State agency may pay for a prescription drug. Under the measure,

a State agency may not directly or indirectly pay more for a prescription drug than the U.S. Department of
Veterans Affairs pays for that same drug.

The measure requires the State Bureau of Administration to enact rules establishing prescription drug prices
payable by State agencies.

The text of the proposed law is as follows:

For An Act Entitled, An Act to establish a prescription drug pricing law enabling a state Agency to pay the same
or lower prices for prescription drugs as the prices paid by the United States Department of Veterans Affairs.

Section 1. Notwithstanding any other provision of law, a State Agency may not enter into any agreement with
the manufacturer of any drug for the purchase of a prescribed drug or agree to pay, directly or indirectly, for
a prescribed drug, unless the net cost of the drug, inclusive of cash discounts, free goods, volume discounts,
rebates, and all other discounts or credits, as determined by the purchasing department, agency, or entity is
the same as or less than the lowest price paid for the same drug by the United States Department of Veterans
Affairs.

Section 2. The price ceiling described in section 1 of this Act applies to all programs in which the State or any
of its agencies is the ultimate payer for the drug, even if it does not purchase the drug directly.

Section 3. In addition to any agreement for any cash discounts, free goods, volume discounts, rebates, and

any other discounts or credits already in place for these programs, the State and its agencies shall enter into
additional agreements with drug manufacturers for further price reduction so the net cost of the drug, as
determined by the purchasing department, agency, or entity, is the same as or less than the lowest price paid for
the same drug by the United States Department of Veterans Affairs.

Section 4. The Bureau of Administration shall adopt rules, pursuant to chapter 1-26 to obtain information about
prescription drug prices, credits, discounts, rebates, and other price advantages for the purpose of determining
the lowest price at which a prescription drug is being offered to the United States Department of Veterans
Affairs and to establish the lowest price at which prescription drugs may be purchased by any State Agency.
Any State agency may seek waivers of federal law, rule or regulation necessary to implement this Act.

Section 5. If any provision of this Act is challenged in court, the committee of individuals responsible for
circulating the petition to qualify this Act for the ballot are deemed to have a direct and personal stake in

_ defending this Act from constitutional or other challenges. If the Act is challenged, committee members shall be
deemed to have legal standing to assert the member’s direct and personal stake by defending the Act’s validity.

Be it enacted by the people of the state of South Dakota.
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INSTRUCTIONS TO CIRCULATOR: This section must be completed following circulation and before filing.
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