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Minority Professional Staff Member; Elizabeth Kitrie, Minority Fellow, Health; Una Lee 34 

Minority Chief Counsel, Health; and Gayle Mauser, Minority Health Adviser.  35 
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Mr. Carter of Georgia.  The subcommitee will come to order.  The chair 36 

recognizes himself for 5 minutes for an opening statement.   37 

Let me begin by welcoming everyone to today's hearing on how reining in 38 

pharmacy benefit managers, or PBMs, will drive compe��on and lower costs for pa�ents.   39 

Before I dive into the policy, I want to take a moment to address the true reason 40 

why we are having this hearing today, and that is pa�ents, -- pa�ents like Mathew.   41 

Mathew is a 16-year-old Georgia resident who suffers from a rare gene�c 42 

disorder.  CVS Caremark denied Mathew's access to a life-saving drug that he had been 43 

at home for 2 years.  As a result of that, Mathew was forced back into the hospital.   44 

Let me be clear.  PBMs' greed -- greed -- sent a 16-year-old back to the hospital 45 

in cri�cal condi�on.   46 

While tragic this story is far from unique.  So how did we get here?  PBMs are 47 

the pharmaceu�cal supply chain's hidden middlemen that are driving up costs of 48 

prescrip�on medica�ons, delaying access to necessary treatments, adding hoops for 49 

pa�ents to jump through, and robbing hope from pa�ents.   50 

They have only created perverse incen�ves throughout the drug supply chain.  51 

Their extensive market control has only grown due to consolida�on and ver�cal 52 

integra�on, leading to less compe��on and decreased pa�ent choice.   53 

A�er nearly two decades of consolida�on, the PBM ministry is now dominated by 54 

three companies that control over 80 percent of the market -- three companies that 55 

control over 80 percent of the market.   56 

They own or are owned by insurers and have ver�cally and horizontally 57 

consolidated their businesses to own doctors, pharmacies, group-purchasing 58 

organiza�ons, and more.  One of them even owns a bank.   59 

We have heard directly from our cons�tuents that the harmful and 60 
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an�-compe��ve tac�cs of some PBMs have only goten worse and that congressional 61 

ac�on is desperately needed.   62 

We have heard a constant stream of reports that some PBMs are reimbursing 63 

independent pharmacies less than the pharmacies they own.  For example, a Mississippi 64 

audit revealed that Optum pays its own stores up to 22 �mes -- 22 �mes -- what it pays 65 

independent pharmacies for the same drug.   66 

How are you supposed to stay in business when your compe�tor makes 2,200 67 

percent more than you do for the exact same service?   68 

The answer is, you don't.  Unfortunately, you don't.   69 

In 2023, there were over 300 independent pharmacy net closures, almost one per 70 

day.  Unfortunately, that trend con�nued in 2024.   71 

Pharmacists are some of the most accessible and highly trusted healthcare 72 

professionals.  Yet PBMs are pu�ng pharmacies out of business and removing pa�ents' 73 

access to care.   74 

We now have pharmacy deserts in rural and underserved communi�es.  That is 75 

affec�ng the accessibility, affordable, and quality of healthcare for all Americans.   76 

As I say all the �me, whether you are a Republican, Democrat, or independent, we 77 

all want the same thing.  We want accessible, affordable, quality healthcare.   78 

Recently the Federal Trade Commission released its second interim report which 79 

found that PBMs charged significant markups for cancer, HIV, and other cri�cal specialty 80 

generic drugs, by thousands of percent, and many others by hundreds of percent.   81 

Another egregious example of PBMs' abusive taxpayer-funded programs is the 82 

United States Postal Service health plan.  In an audit released in March of 2024, the 83 

Inspector General of the U.S. Office of Personnel Management found that Express Scripts 84 

overcharged the health plan and the Federal Government nearly $45 million -- $45 85 
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million.   86 

Thankfully President Trump is commited to holding PBMs accountable.  I 87 

commend him and I look forward to working with this administra�on to drive solu�ons 88 

that lower costs for pa�ents at the pharmacy counter.   89 

The House Energy and Commerce Commitee has made common sense PBM 90 

reform policies a bipar�san process.  Last Congress, this commitee advanced bipar�san 91 

legisla�on that saved significant taxpayer dollars in Medicaid managed-care programs 92 

and for the first �me in Medicare Part D, enforces reasonable and relevant contract terms 93 

to support pharmacies' ability to serve pa�ents in addi�on to delinking PBM 94 

compensa�on from list price.   95 

Further, this commitee championed repor�ng requirements which would 96 

increase transparency by shining the light on the opaque drug pricing system that is 97 

driving up drug spending for pa�ents and employers in addi�on to harming pharmacies.   98 

Americans deserve and expect protec�on from inflated prescrip�on drug costs, 99 

force pharmacy closures, and barriers to healthcare access.   100 

I look forward to working with my colleagues on both sides of the aisle to enact 101 

these meaningful PBM reforms for pa�ents like Mathew who are suffering at the 102 

expense of PBMs' abusive tac�cs.   103 

I want to now recognize the gentlelady from Colorado, Representa�ve DeGete, 104 

for 5 minutes for an opening statement.  105 
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[The prepared statement of Mr. Carter of Georgia follows:] 106 

 107 

******** COMMITTEE INSERT ********  108 
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Ms. DeGete.  Thank you so much, Mr. Chairman, and here is something that we 109 

can agree on.  Republicans and Democrats agree we must reign in PBM abuses.  We 110 

know how PBMs play games to pad their botom lines at the expense of consumers.   111 

We know how they take money out of State and Federal taxpayers' pockets when 112 

they charge a Medicaid plan more than a drug they pay for in a pharmacy.  This isn't 113 

news.   114 

I see a number of pharmacists here in the audience, and I want to welcome all of 115 

you to our commitee hearing.  Thank you for being here.  You put a face on this for us.   116 

So you might be wondering, if we all agree, why haven't we goten PBM reform 117 

signed into law yet.  Last Congress, Democrats and Republicans held more than a dozen 118 

hearings in commitees in the House and Senate, including three in this commitee, to 119 

discuss PBMs.   120 

So to me, this feels like deja vu all over again.  The need to reform the 121 

prescrip�on drug system is clear, including cleaning up how PBMs operate and stopping 122 

abuses of their market system at the cost of consumers.   123 

So that is why this commitee passed PBM reforms last Congress, and that is why 124 

we took the work this commitee did and folded it into December's government funding 125 

bill.  We were on the brink of passing historic reforms.   126 

And then, at the behest of Elon Musk, Republicans balked.  So let me be really 127 

clear.  Donald Trump and Elon Musk ordering congressional Republicans to renege on a 128 

bipar�san, bicameral agreement is the reason PBM reforms are not law today.   129 

This agreement included PBM reforms, but it also included bipar�san wins, like 130 

reauthorizing and adding new funding to the special diabetes programs, encouraging 131 

innova�on in pediatric, rare-disease drugs, and reauthorizing CDC support for maternal 132 

mortality review commitees.   133 
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Mr. Chairman, I have here in my hand a 17-page list of the policies that the 134 

Democrats and the Republicans in the House and Senate agreed upon last year, that have 135 

not yet been signed into law because Elon Musk and Donald Trump forced 136 

everybody -- or forced the Republicans to remove them from the con�nuing resolu�on 137 

last year, and I would ask unanimous consent to place this in the record.  138 

[The informa�on follows:] 139 

 140 

******** COMMITTEE INSERT ********  141 
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Mr. Carter of Georgia.  Without objec�on.   142 

Ms. DeGete.  Thank you.  So here we are again, we are just talking in a topical 143 

hearing yet again about reforms that we all agree upon, rather than just passing those 144 

reforms and moving on to other pressing business.   145 

Instead of this reitera�on of previous work, this subcommitee could be examining 146 

what effect indiscriminate mass layoffs at HHS will have, including slowing down drug and 147 

device approvals and hindering our ability to assure the safety of nursing home residents.   148 

We could be talking about the threat of avian flu which grows every day, and what 149 

this administra�on is doing to prevent it from becoming a pandemic but also ge�ng eggs 150 

back on our shelves.   151 

We could be talking about the impact gu�ng Medicaid for working families to pay 152 

for tax cuts the wealthy would have, and we could be looking ahead to oversight of the 153 

PBM reforms that should have been law last December.   154 

Thousands of my cons�tuents have contacted my office worried about these 155 

issues in the last few weeks, and I am sure everybody in this room has been hearing the 156 

same.   157 

But the majority knows all these ques�ons that are important to our cons�tuents 158 

are embarrassing to the administra�on, and so we are not talking about them, which is 159 

very frustra�ng to me.   160 

So, Mr. Chairman, I want to ask you, if you don't mind, what is the plan of the 161 

majority to get that bipar�san plan, including PBM reform, and also all of these other 162 

important healthcare extenders that we agreed on last year to the floor?   163 

Mr. Carter of Georgia.  At this point, we are uncertain whether we are going 164 

to -- excuse me -- at this point, we are uncertain as to exactly what we are going to do, 165 

but I can assure you that it will be cleared up soon.   166 
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Ms. DeGete.  One of my concerns is some of the parts of your PBM bill, some of 167 

the important parts will not be in budget reconcilia�on, and so I think -- and you and I 168 

have discussed, Mr. Chairman, the idea of bringing up a bill that would be the PBM 169 

reform and all of these Medicaid extenders and pu�ng it on suspension.  And so I hope 170 

you are considering that, Mr. Chairman.   171 

Mr. Carter of Georgia.  Oh, absolutely.  Absolutely.   172 

Ms. DeGete.  And as I told you, and I am going to say this publicly for the record, 173 

it if you did that, I am going to guarantee you every Democrat would vote for that on 174 

suspension.   175 

Mr. Carter.  Thank you.   176 

Ms. DeGete.  So I am going to urge you to bring it up before March 15th, 177 

because that is when these provisions all expire.   178 

Mr. Carter of Georgia.  Understood.  Thank you.   179 

Ms. DeGete.  I yield back.  180 

[The prepared statement of Ms. DeGete follows:] 181 

 182 

******** COMMITTEE INSERT ********  183 
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Mr. Carter of Georgia.  The gentlelady yields.  I now recognize the chairman of 184 

the full commitee, Chairman Guthrie, for 5 minutes for an opening statement.   185 

The Chair.  Thank you and I appreciate the ranking member's comments on that.  186 

You know, to be able to move these outside of reconcilia�on means we are going to have 187 

to work together.  We are going to have to do in a bipar�san way, and hopefully we are 188 

going to find that pathway to do it in a bipar�san way.   189 

I just want to thank the chairman and the ranking member for this hearing today.  190 

Our first Health Subcommitee hearing was to discuss the illicit drug threats ravaging our 191 

communi�es, in par�cular, the con�nued threat of fentanyl.   192 

I am happy to report that a�er that hearing concluded, we are able to pass the 193 

Halt Fentanyl Act in strong bipar�san support on the House floor.  And today we are 194 

con�nuing our fight to lower healthcare costs for everyday Americans and especially our 195 

seniors.   196 

Last Congress, the Commitee on Energy and Commerce worked to advance 197 

legisla�ve solu�ons to make our health system more transparent -- that is what the 198 

gentlelady was just referring to -- to empower pa�ents.   199 

The cause of this work included holding pharmacy benefit managers accountable 200 

by making their business prac�ce transparent and passing legisla�on to cut unnecessary 201 

spending on prescrip�on medica�ons in Medicare and Medicaid.   202 

As chairman of the full commitee, I have heard from many of our members of this 203 

commitee loud and clear, and I can tell you it is a priority of mine to ensure these 204 

commonsense and bipar�san policies become law.   205 

Today over 80 percent of prescrip�on drug benefits are managed by just a few 206 

ver�cally integrated PBMs.  As a result, pa�ents have less choice when they fill their 207 

prescrip�on and o�en �mes have less access to affordable prescrip�on medica�ons.   208 
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Data shows pharmacies that are not affiliated with the largest PBMs are 209 

frequently reimbursed less than their affiliated compe�tors.  I remain concerned by 210 

PBMs using their market power to hurt our independent pharmacies and restrict pa�ents' 211 

access to pharmacies.   212 

I want to remind members of the subcommitee that over 26,000 local retail and 213 

community pharmacies have closed in the past 15 years.   214 

The Government Accountability Office recently studied how the current system of 215 

rebate nego�a�on is working for Medicare beneficiaries.  They characterized the 216 

problem by sta�ng that rebates do not lower beneficiary payments and that higher cost 217 

drugs generally result in higher beneficiary payments.   218 

In GAO's analysis of the top 100 most highly rebated drugs in Medicare, for 79 out 219 

of these, out of a hundred, drugs, seniors ul�mately paid substan�ally more than their 220 

Part D plans paid for the drugs.   221 

Today I hope we are able to come together again and focus on our bipar�san 222 

solu�ons to rein in spending at the pharmacy counter for America's families.   223 

I appreciate the Health Subcommitee for holding this hearing, and I will yield the 224 

remainder of my �me to vice chair, and my friend from Florida, Mr. Dunn -- Dr. Dunn.  225 

[The prepared statement of The Chair follows:] 226 

 227 

******** COMMITTEE INSERT ********  228 
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Mr. Dunn.  Thank you very much, Mr. Chairman, and let me just say thank you to 229 

our witnesses for being here today.  It is apparent to me that PBM reform is ripe to 230 

address.  Last Congress, this subcommitee did excellent work to advance policies that 231 

would shed light on the inner workings of PBMs and provide transparency into their 232 

prac�ces.   233 

Prohibi�ng spread pricing in Medicaid and delinking PBM compensa�on from the 234 

list price of drugs are simply commonsense reforms that I am confident enjoy bipar�san 235 

support as you have heard today.   236 

I am excited to con�nue that work and thank Chairman Carter for his commitment 237 

to ensuring that the PBM reform remains a priority for this subcommitee.   238 

With that, I yield back.   239 

The Chair.  I yield back.   240 

Mr. Carter of Georgia.  The gentleman yields.  I now recognize the ranking 241 

member of the full commitee, my friend from New Jersey, Mr. Pallone, for 5 minutes for 242 

an opening statement.   243 

Mr. Pallone.  Thank you, Chairman Carter.   244 

Today commitee Republicans are holding a hearing on pharmacy benefit 245 

managers, PBMs, at the same �me they are trying to take healthcare away from millions 246 

of Americans.   247 

The botom line is that if people don't have healthcare, they are not going to get 248 

drugs at all and PBM reform won't even mater to them.   249 

Republicans con�nue to push a budget resolu�on that would direct this 250 

commitee to cut at least $880 billion from programs within this commitee's jurisdic�on, 251 

and we all know the vast majority of these cuts will come out of the Medicaid program.   252 

Republicans are also hiding the true price tag of their Medicaid cuts.  Since their 253 
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budget resolu�on is over 9 years rather than 10 now, the size of the Medicaid cuts will 254 

actually be closer to a trillion dollars over 10 years.  And that is hundreds of billions of 255 

dollars more than an en�re year of Federal Medicaid funding.   256 

And we have the Freedom Caucus demanding that the House find an addi�onal 257 

$500 billion in spending cuts which will almost certainly come from Medicaid if they 258 

prevail.   259 

Now, once again, Republicans are showing they are willing to rip healthcare 260 

coverage out of the hands of everyday Americans to provide tax cuts to Elon Musk and his 261 

billionaire friends.   262 

The people who will suffer are children, seniors, and people with disabili�es, 263 

pregnant women, and families trying to get by.  The shocking part is that many of these 264 

people live in Republican districts.   265 

For instance, Representa�ve Obernolte has one of the highest percentages of 266 

Medicaid beneficiaries in the country, with 47 percent of the people living in his district 267 

relying on Medicaid.   268 

Over 31 percent of the good people living in Chair Guthrie's district rely on 269 

Medicaid as a vital lifeline, with 42 percent of kids in his district relying on Medicaid and 270 

CHIP.   271 

Now, Republicans will claim that they want to cut the Medicaid program because 272 

they want to address fraud, waste, and abuse and that no one's going to get hurt.  But 273 

that is absurd.  You simply cannot take that amount of money out of the Medicaid 274 

program and not hurt the people who rely on it.   275 

Medicare is, in fact, a lean program, despite picking up the tab for cost of care that 276 

no other payer covers.  Per-person spending is a frac�on of the cost of private insurance 277 

or even Medicare.   278 
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The reality is that gu�ng State Medicaid budgets will lead to fewer people with 279 

coverage, fewer benefits for the people who manage to keep their coverage, worse 280 

access to care, higher healthcare costs for everyone, and more medical debt, and 281 

hospitals and community health centers will be forced to close.   282 

And Republicans are turning their backs on the American people to hand out giant 283 

tax breaks to their billionaire friends.   284 

Now, turning to the topic of PBMs, I believe we should be working together to 285 

bring greater transparency to PBM prac�ces so we can lower the cost of prescrip�on 286 

drugs for consumers.   287 

Increasing transparency of PBM prac�ces can help employers, consumers, and the 288 

American people beter understand how drug prices are ul�mately determined at the 289 

pharmacy counter.   290 

Last December, we had a bipar�san, bicameral agreement on a number of policies 291 

to reform PBMs and to address the lack of transparency within the market.   292 

But as you know, Speaker Johnson reneged on the agreement a�er Elon Musk 293 

voiced his opposi�on to it.  The agreement he walked away from would have helped 294 

lower prescrip�on drugs for consumers, rein in abusive prac�ces that lead to higher drug 295 

costs, and help employers beter understand drug price informa�on in order to effec�vely 296 

reduce healthcare costs.   297 

The package also included a number of other cri�cal components such as funding 298 

for community health centers, teaching health centers, and 2 years of telehealth in 299 

Medicare.   300 

But again at Elon Musk's direc�on, House Republicans pulled the bipar�san 301 

agreement, leaving these important bipar�san solu�ons on the cu�ng room floor.   302 

And now we are 2 weeks away from the con�nuing resolu�on expiring.  And like 303 
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Chairman Carter, who I respect, says he is going to have a plan soon, to bring up the 304 

package with the PBMs again.   305 

But I have to be honest, I am only going to believe it when I see it, right?  It is 306 

more likely, in my opinion, that you have some plan, and Elon Musk just waves the magic 307 

Musk wand once again, and that is the end of PBM reform.   308 

I might sound cynical, but I saw it happen, and I see it every day with Musk, and 309 

that is what I think is going to happen.   310 

But we are ready to work with you on PBM reform and try to pass this en�re 311 

package again, but I will believe it when I see it.   312 

And with that, Mr. Chairman, I yield back the balance of my �me.  313 

[The prepared statement of Mr. Pallone follows:] 314 

 315 

******** COMMITTEE INSERT ********  316 
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Mr. Carter of Georgia.  The gentleman yields.  This concludes member opening 317 

statements.  The chair would like to remind members that pursuant to commitee rules, 318 

all members' opening statements will be made part of the record.   319 

I want to thank all of our witnesses for being here today and taking the �me to 320 

tes�fy before the subcommitee.  Our witnesses today are, first of all, my good friend, 321 

Mr. Hugh Chancy, a pharmacist and owner of Chancy Drugs; Mr. Shawn -- excuse 322 

me -- Mr. Shawn Germminger -- Germminger?  Is that okay.   323 

Mr. Gremminger.  Gremminger.  324 

Mr. Carter of Georgia.  Gremminger.  Okay.  Gremminger, 325 

everybody -- Mr. Shawn Gremminger, a president and CEO of the Na�onal Alliance of 326 

Healthcare Purchaser Coali�ons; Mr. Anthony Wright, execu�ve director of Families USA; 327 

and Dr. Mathew Fiedler, senior fellow in economic studies at the Brookings Ins�tute on 328 

the center around health policy.  I thank all of you for being here today.   329 

Per commitee custom, each witness will have the opportunity for a 5-minute 330 

opening statement followed by a round of ques�ons from members.  The light on the 331 

�mer in front of you will turn from green to yellow when you have 1 minute le�.   332 

I now recognize Mr. Chancy for 5 minutes to give an opening statement. 333 

STATEMENTS OF HUGH CHANCY, RPH, PHARMACIST AND OWNER, CHANCY DRUGS; 334 

SHAWN GREMMINGER, MPH, PRESIDENT AND CEO, NATIONAL ALLIANCE OF 335 

HEALTHCARE PURCHASER COALITIONS; ANTHONY WRIGHT, EXECUTIVE DIRECTOR, 336 

FAMILIES USA; DR. MATTHEW FIEDLER, PHD, JOSEPH A. PECHMAN SENIOR FELLOW, 337 

CENTER ON HEALTH POLICY, BROOKINGS INSTITUTION; SHAWN GREMMINGER, MPH, 338 

PRESIDENT AND CEO, NATIONAL ALLIANCE OF HEALTHCARE PURCHASER COALITIONS; 339 

ANTHONY WRIGHT, EXECUTIVE DIRECTOR, FAMILIES USA; AND DR. MATTHEW FIEDLER, 340 

PHD, JOSEPH A. PECHMAN SENIOR FELLOW, CENTER ON HEALTH POLICY, BROOKINGS 341 
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INSTITUTION  342 

 343 

STATEMENT OF HUGH CHANCY, RPH  344 

 345 

Mr. Chancy.  Chairman Guthrie, Ranking Member Pallone, Subcommitee 346 

Chairman Carter, Vice Chairman Dunn, Ranking Member DeGete, and members of the 347 

commitee, my name is Hugh Chancy.  I am a pharmacist and co-owner of Chancy Drugs 348 

and a former president of the Na�onal Community Pharmacist Associa�on.  349 

I greatly appreciate the opportunity to share with you my experience as a 350 

pharmacist and a small business pharmacy owner about how PBMs have nega�vely 351 

impacted my ability to care for my community.   352 

My family has been in the pharmacy services in south Georgia since 1966, when 353 

my father, Hubert Chancy, opened our original Chancy Drugs loca�on.   354 

Chancy Drugs specializes in compounding, in specialty packaging, and enhanced 355 

clinical services, and we employ over a hundred people.   356 

I am proud of the work that Chancy Drugs has done over the decades, offering 357 

essen�al healthcare to pa�ents, but this important work is being jeopardized by the PBMs 358 

that determine which pa�ents have access to our pharmacy, the prices that they pay, and 359 

with reimbursement pharmacies receive, and the medica�ons that are on formulary.   360 

The top three PBMs control over 80 percent of the market.  Due to ver�cal 361 

integra�on, they steer pa�ents to their own affiliate pharmacies.  Many pa�ents who 362 

are required to use PBM-owned mail order pharmacy, receive their medica�ons late or 363 

some�mes not at all.   364 

Recent reports from the Federal Trade Commission found PBMs steer pa�ents to 365 

use specialty drugs at their affiliated pharmacies, allowing the PBMs to generate more 366 
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than $7.3 billion in revenue.   367 

PBMs are also engaging in an�compe��ve tac�cs, like cost infla�on, spread 368 

pricing, low pharmacy reimbursements, coercive contracts for nonaffiliated pharmacies, 369 

leading to higher costs for government, limited pa�ent choices, and increasing pharmacy 370 

deserts.   371 

PBMs claim that they save money for the State-funded health plans, like 372 

Medicaid-managed care, yet numerous reports show something very 373 

different -- excessive amounts of taxpayer dollars funneled to PBMs.   374 

Elimina�ng spread pricing and moving to a transparent, cost-based 375 

reimbursement saved West Virginia and North Dakota $54.4 million and $17 million 376 

respec�vely in their Medicaid program.   377 

Kentucky iden�fied $123 million of spread pricing annually, precipita�ng a 378 

wholesale change to their Medicaid pharmacy model.   379 

Meanwhile, Ohio's Atorney General -- or Auditor General found over $224 million 380 

of spread pricing.  Likewise, Illinois, Virginia, and Maryland have also found egregious 381 

sums of spread pricing in their States.  Do you see a theme?   382 

That is why Congress must pass Medicaid-managed care pharmacy payment 383 

reform and ban spread pricing by requiring a hundred percent pass-through to the 384 

pharmacy of the ingredient cost and the professional dispensing fee, which the CBO has 385 

scored a savings of $2 billion.   386 

On top of this, our contracts with PBMs are take-it-or-leave-it, especially in 387 

Medicare Part D.  Pharmacists are not able to nego�ate beter terms in our contracts, in 388 

direct opposi�on to what the PBMs have sworn in Congress.   389 

Some of the most basic, yet most life-sustaining medica�ons are o�en 390 

under-reimbursed, and we are rarely paid for the actual cost to dispense.   391 
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Georgia's professional dispensing fee for Medicaid pays $10.63, but it is not 392 

unusual for me to get paid only a nickel and o�en�mes receive no dispensing fee at all for 393 

Part D pa�ents.   394 

In addi�on to the Medicaid-managed care reform, I support the legisla�ve 395 

provision requiring reasonable and relevant contracts between PBMs and pharmacies and 396 

Medicare Part D, quelling PBM exploita�on.   397 

Both policies were included in the nego�ated healthcare package at the end of 398 

last year.  Altogether, the PBM reform policies included in that package saved nearly $5 399 

billion and are a huge step forward in protec�ng pharmacists and pa�ents from PBM 400 

greed.   401 

It is cri�cal these bipar�san, bicameral policies get passed and as quickly as 402 

possible.  Because of the PBMs, we have lost nearly 2,700 retail pharmacies in the last 403 

4 years.  If the PBM industry con�nues to go unchecked, thousands more, like 404 

Chancy Drugs, could go out of business, further reducing access and increasing costs.   405 

In conclusion, I want to end with a personal story that gets to the heart of 406 

independent pharmacy.   407 

My community was devastated by Hurricane Helene, and our town was without 408 

power for days.  In this �me, my pharmacy in Valdosta served as a disaster relief hub to 409 

collect and deliver vital supplies like water, baby wipes, formula, and toiletries.   410 

Now you tell me, can a PBM do that?   411 

I implore you to take immediate ac�on and pass commonsense legisla�on to rein 412 

in harmful PBM prac�ces to pharmacies and pa�ents alike.   413 

We are not asking for favorable treatment.  We are asking for a level playing 414 

field.  I encourage lawmakers on both sides to con�nue to work in a bipar�san manner 415 

to pass these reforms that save $5 billion.   416 
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If not, we will see more deserts -- pharmacy deserts and less access to care.   417 

I applaud this commitee for its bipar�san efforts to shine light on the PBMs, and I 418 

am happy to answer any ques�ons.  Thank you.  419 

[The prepared statement of Mr. Chancy follows:] 420 

 421 

******** COMMITTEE INSERT ********  422 
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Mr. Carter of Georgia.  Thank you, Mr. Chancy.  The chair now recognizes 423 

Mr. Gremminger for 5 minutes. 424 

 425 

STATEMENT OF SHAWN GREMMINGER, MPH 426 

 427 

Mr. Gremminger.  Thank you, Chairman Carter, Ranking Member DeGete, and 428 

members of the subcommitee.  It is an honor to speak to you today on behalf of the 429 

Na�onal Alliance of Healthcare Purchaser Coali�ons.  We are the voice for more than 40 430 

regional and local purchaser coali�ons which together represent employers, private 431 

companies, public en��es, labor union trust funds, and others, covering more than 45 432 

million covered Americans.   433 

I am here to provide the perspec�ve of self-funded employers and purchasers on 434 

the immediate and pressing need for PBM reform.  In par�cular, I am here to voice our 435 

strong support for Sec�ons 901 and 902, of Title 9 of H.R. 10445, the original version of 436 

the con�nuing resolu�on released in December.   437 

Those two provisions provide for real transparency to employers and purchasers 438 

and mandate full pass-through of all rebates and discounts nego�ated by PBMs from the 439 

ini�al purchase of the drug by their wholly owned GPO, all the way down to the sale to 440 

the final purchaser.   441 

Over 100 million people receive their healthcare through self-funded employer 442 

health plans governed under ERISA.  Self-funded employers directly contract with PBMs 443 

to manage their pharmacy benefit.   444 

Given that self-funded employers directly pay for the costs of their pharmacy and 445 

medical benefits and hold the risk of varia�on in plan spending, employers essen�ally 446 

hand PBMs their credit card and say, Go out and spend our money wisely.   447 
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Since ERISA's crea�on in 1974, self-insured employers and purchasers have been 448 

held to a fiduciary standard, to oversee plan assets set aside by their employer on behalf 449 

of covered individuals.   450 

The Consolidated Appropria�ons Act of 2020 raises the bar for self-funded health 451 

plans, requiring them to pay fair prices for goods and services.   452 

Unfortunately, over the past several decades, the PBM market has become highly 453 

dysfunc�onal to the detriment of employers, purchasers, and working families.   454 

I want to focus on two key market distor�ons -- wasteful formulary placement and 455 

deeply rooted opacity.   456 

While clearly against the best interests of employers, purchasers, and pa�ents, 457 

PBMs will o�en place drugs with limited clinical value and higher net costs at preferred 458 

�ers on an employer's formulary.   459 

Wasteful formulary placement occurs when a PBM is able to extract higher 460 

discounts or fees not passed on to employers for manufacturers seeking to expand 461 

market to the overpriced or low-value drug.   462 

Sec�on 901 of the bill in front of you requires PBMs to disclose and provide a 463 

ra�onale for formulary placement and disclose when formularies are changed.   464 

Perhaps the most pernicious flaw in the PBM market is the level of opacity 465 

between PBMs and their plan sponsor clients.  In general, plan sponsors are unable to 466 

determine the ini�al price of a drug paid by the GPO, the extent to which nego�ated 467 

rebates are passed on to them, and whether there is a differen�al in pricing between 468 

wholly owned pharmacies and those by other en��es.   469 

Sec�on 901 provides vital informa�on to employers to answer those key 470 

ques�ons.  Let me say this very clearly.   471 

Most self-funded employers to this day do not know how much money they are 472 
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spending on any specific drug.  Given that, how can employers act as prudent fiduciaries 473 

under ERISA. 474 

I want to give you a specific example of one of the challenges employers face.  475 

Earlier this week I spoke to the benefits leader of a large, self-funded plan with more than 476 

200,000 covered lives.   477 

They are currently conduc�ng an RFP on a new PBM.  This benefit leader asked 478 

the applicant PBMs if they would be willing to provide claims-level rebate informa�on.   479 

All of the big PBMs refused to do so.   480 

The legisla�on before you would mandate it.   481 

Before I end, I want to address some of the claims you will hear from the big 482 

PBMs.  The PBM industry will tell you that employers are happy with their vendors and 483 

don't want reforms.   484 

If that is the case, I will ask you why 89 percent of the employers in the Na�onal 485 

Alliance Survey of 188 large and mid-market employers said they support PBM reform.   486 

If employers are happy with their PBMs, then why are the Na�on's leading 487 

employer representa�ves -- ourselves, the ERISA Industry Commitee, the American 488 

Benefits Council, the HR Policy Associa�on, and many others on record suppor�ng this 489 

legisla�on?   490 

The PBM industry will tell you that employers are able to engage in real 491 

nego�a�ons with employers to design their contracts the way they want them.   492 

If so, then why is one of the largest, most sophis�cated, most aggressive 493 

purchasers in our network unable to get answers to a simple ques�on -- how much am I 494 

paying for each drug?   495 

The PBMs will tell you they already pass on all or nearly all rebates and discounts.  496 

If so, then why are they so dogged in opposing a bill manda�ng they do what they already 497 
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claim to do?   498 

There is a reason that big PBMs are willing to make false claims to you.  They 499 

cannot stand the thought of a func�onal market in which empowered employers and 500 

purchasers can demand beter prices.   501 

The legisla�on before you represents the most significant reform to the PBM 502 

industry in history.  It is fundamentally rooted in establishing a more transparent, freer, 503 

fairer market.  The big PBMs will do everything in their power to stop that from 504 

happening.   505 

Thank you again for holding this hearing, and I look forward to your ques�ons.  506 

[The prepared statement of Mr. Gremminger follows:] 507 

 508 

******** COMMITTEE INSERT ********  509 
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Mr. Carter of Georgia.  Thank you, Mr. Gremminger.  The chair now recognizes 510 

Mr. Wright for 5 minutes for an opening statement. 511 

 512 

STATEMENT OF ANTHONY WRIGHT  513 

 514 

Mr. Wright.  Thank you.  Chairman Guthrie and Carter, Ranking 515 

Members Pallone and DeGete, on behalf of Families USA, the long-�me healthcare 516 

consumer advocate, thank you for the opportunity to discuss the need for transparency 517 

and oversight of pharmacy benefit managers as part of broader efforts to advance 518 

affordability and access for families seeking life-saving medica�ons and care.   519 

In last year's elec�on, Americans made it clear their concerns about costs, and 520 

while they have talked about the price of eggs for months, they have been screaming 521 

about the price of prescrip�on drugs and healthcare for decades.   522 

Nearly 3 in 10 adults report ra�oning, skipping doses, or not filling their 523 

prescrip�ons at all because they can't afford it.  An es�mated 125,000 people die each 524 

year as a result of not taking their medica�ons as prescribed, in part, due to cost.   525 

Inflated prescrip�on drug prices affect everyone, as they contribute to rising 526 

insurance premiums, higher deduc�bles, and stagnant wages for workers.  Drug 527 

companies seek to shi� the scru�ny and blame, but ul�mately they are the ones who 528 

take advantage of our system to set high ini�al prices and then rou�nely increase them 529 

far faster than infla�on.   530 

To counter these ever increasing costs, Congress should con�nue its bipar�san 531 

efforts to stop the gaming of patents and also to protect and expand Medicare's ability to 532 

nego�ate drug prices.   533 

In the absence of broader government regula�on or nego�a�on of drug prices, 534 
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payers like insurers, employers, and union trusts turn to pharmacy benefit managers as 535 

an important tool to help them bargain for the best value.   536 

Yet the PBMs' solu�on has some�mes become part of the problem, building a 537 

business model where their own revenue depends on high drug prices.   538 

Many of these middlemen's opera�ons are opaque.  As was stated, not even 539 

employers who hire PBMs know the actual drug prices they are paying or what rebates 540 

the PBMs are receiving.   541 

This leaves pa�ents and plans wondering if the PBMs are nego�a�ng for the best 542 

cost, quality, and value of the prescrip�on drugs or just simply to try to rake the most 543 

money off the top.   544 

These issues get bigger as mergers lead to more consolida�on of PBMs, insurers, 545 

and pharmacies.  As was stated by the chair, now the top three PBMs control 80 percent 546 

of the market, making it less compe��ve, allowing prices to rise, undercu�ng 547 

independent pharmacies, reducing pa�ent choice, and access for families in many rural 548 

and underserved communi�es.   549 

This impacts people like my mom who un�l her passing recently was a diabe�c 550 

and breast cancer survivor who took ten different drugs, not unlike many seniors with a 551 

burgeoning bill.   552 

She benefited from a small pharmacy around the corner from her home in the 553 

Bronx, glad not to have to trek to the chain store in the next neighborhood over.   554 

I was grateful for that community pharmacist who some�mes checked in on her 555 

and hand-delivered her medica�ons.   556 

That such op�ons are unfairly undercut by PBMs seeking to steer pa�ents to not 557 

necessarily the most affordable or convenient choice which might make sense, but to the 558 

big chain that they own.   559 
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Families USA recommends that this commitee take ac�on to address PBM abuses 560 

and reduce prices in four ways:  One, reduce -- I mean, sorry -- require greater 561 

transparency of PBM nego�a�ons, their opera�ons, and their ownership structure; two, 562 

increase oversight and regula�on of PBM consolida�on at the FTC and other agencies; 563 

three, explore ways to eliminate perverse incen�ves for PBMs to priori�ze higher priced 564 

drugs; and four, seek to ensure all savings paid to PBMs are passed through to payers and 565 

consumers.   566 

We strongly support PBM reform as part of the broader affordability agenda on 567 

drug prices and healthcare costs.   568 

However, we must also convey the context that any benefits of PBM reform would 569 

be exponen�ally overwhelmed by nega�ve impacts of massive Medicaid cuts that this 570 

Congress is currently considering, from the loss of coverage to health impacts to 571 

increasing costs.   572 

The uninsured don't have a PBM or a plan or anyone to nego�ate drug discounts.  573 

As a result, the uninsured pay more for prescrip�on drugs than any anyone else in the 574 

en�re world and are twice as likely to forego meds as those with Medicaid coverage.   575 

And that neighborhood pharmacist in the Bronx, who might be undercut by PBM 576 

prac�ces, may likely go under if Medicaid faces major cuts as contemplated.  And that 577 

would be true in rural areas as well.   578 

Rather than taking a chainsaw to healthcare programs, the PBM policies discussed 579 

today recommend a careful, commonsense, and consumer-oriented approach and would 580 

yield some ini�al savings and provide transparency to inform further reform.   581 

Like the laudable Lower Costs, More Transparency Act in the last Congress that 582 

this commitee worked on, PBM reform is a way that policymakers can work together to 583 

advance well-veted bipar�san reforms to the healthcare system that improve 584 
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transparency, fix misaligned financial incen�ves, and lower the costs for the American 585 

people and the Federal Government.   586 

Americans are asking policymakers to make care more affordable, not less.  PBM 587 

reform can and should be passed as part of a broader affordability agenda to provide real 588 

relief on healthcare costs that Americans are demanding.   589 

Thank you for your �me for holding this hearing.  590 

[The prepared statement of Mr. Wright follows:] 591 

 592 

******** COMMITTEE INSERT ********  593 
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Mr. Carter of Georgia.  Thank you, Mr. Wright.  The chair now recognizes 594 

Dr. Fiedler for 5 minutes for an opening statement.  595 

 596 

STATEMENT OF MATTHEW FIEDLER, PHD  597 

  598 

Dr. Fiedler.  Chairman Carter, Ranking Member DeGete, and members of the 599 

subcommitee, my name is Mathew Fiedler, and I am a health economist and a senior 600 

fellow at the Brookings Ins�tu�on.   601 

I am grateful to be here to discuss how the market for PBM services is working, as 602 

well as the poten�al, and limits, of recent reform proposals.   603 

A core problem with the PBM market is that compe��on is weak.  By some 604 

es�mates, the three largest PBMs control almost four-fi�hs of the market.   605 

Various fric�ons in this market also dampen compe��on.  The complexity of the 606 

contracts between PBMs and their clients, who may be insurers or self-insured 607 

employers, can make comparison shopping hard.   608 

This may be par�cularly true for self-insured employers whose core exper�se 609 

typically lies outside of healthcare.   610 

Switching PBMs is also challenging since it requires a plan's enrollees to adapt new 611 

formulary rules and pharmacy networks.  As a result, PBMs wield market power that 612 

they can use to demand prices in excess of their costs of delivering services and, in turn, 613 

earn excessive profits.   614 

One way that policymakers have considered addressing this problem is by 615 

requiring PBMs to give their clients addi�onal informa�on about how the plans they 616 

manage are opera�ng.   617 

Greater transparency would likely reduce the price of PBM services by making it 618 
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easier for payers to comparison shop, enforce exis�ng contracts, or press their PBMs for 619 

beter terms.   620 

It is important to recognize, however, that the savings would likely be rela�vely 621 

modest.  The Congressional Budget Office has es�mated that transparency provisions, 622 

like the ones this is commitee considered last year, would reduce PBM revenue by 623 

around $900 million per year, with that effect fading over �me.   624 

As a comparison point, PBMs' pretax profits totalled about $18 billion in 2022.   625 

Another strategy that policymakers have considered is changing how payers 626 

compensate PBMs, such as by borrowing PBMs from retaining manufacturer rebates, 627 

delinking PBM compensa�on from drug prices, or prohibi�ng PBMs from using spread 628 

pricing.   629 

Importantly these types of restric�ons are unlikely to directly reduce the price of 630 

PBM services.  Barring PBMs from collec�ng certain forms of compensa�on, such as 631 

manufacturer rebates, would likely just lead PBMs to collect more compensa�on in other 632 

forms such as administra�ve fees.   633 

Changing the structure of PBM/payer contracts could affect payers by changing 634 

how PBMs manage the underlying drug benefit.  Although these effects could be both 635 

posi�ve and nega�ve.   636 

Consider, as an example, barring PBMs from retaining rebates.  This change 637 

would eliminate PBMs' incen�ves to prefer drugs with large rebates over the drugs with 638 

the lowest net prices when they construct formularies, which would reduce drug 639 

spending.   640 

But it could also reduce PBMs' incen�ves to nego�ate aggressively for larger 641 

rebates, which could increase spending.   642 

Delinking and spread pricing proposals can present similar tradeoffs.   643 
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Before I move on, I want make two caveats.  First, even where reforming how 644 

PBMs are compensated doesn't benefit payers, it might s�ll benefit whoever ul�mately 645 

pays the plan's premium via interac�ons with medical loss ra�o requirements.   646 

But this would depend on the circumstances and on how payers adjust to the new 647 

rules.   648 

Second, reforming PBM/payer rela�onships is unlikely to have much effect at all in 649 

se�ngs where the PBM and the payer are part of the same company.  Notably, that is 650 

now the typical scenario outside the self-insured employer market.   651 

In closing, I want to make one broader point.  If the goal is to make prescrip�on 652 

drug coverage cost less or work beter, PBM reform is one piece of the puzzle, but it may 653 

not be the most important one.   654 

PBM profits amount to only several percent of overall drug spending.  So even 655 

elimina�ng those profits would only moderately reduce the overall cost of drug coverage.   656 

If policymakers want to achieve larger cost reduc�ons, that would require 657 

reducing the prices received by other actors in the supply chain, especially drug 658 

manufacturers.   659 

Policymakers may also be concerned that high cost sharing and onerous u�liza�on 660 

management protocols make it hard for pa�ents to get the drugs they need.  But where 661 

this occurs, that is o�en not because PBMs are failing payers, but instead because payers' 662 

incen�ves are poorly aligned with pa�ents' interests.   663 

This may be because payers have incen�ves to avoid high-cost enrollees or 664 

because it can be hard for consumers to access a health plan's quality when they pick a 665 

plan or choose an employer or for other reasons.   666 

But addressing these types of problems requires reforms to how insurance 667 

markets operate, such as improvements to risk adjustment systems or direct regula�on of 668 
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plan benefits, not reforms to PBM/payer rela�onships.   669 

Thank you again for the opportunity to tes�fy.  I look forward to your ques�ons.  670 

[The prepared statement of Dr. Fiedler follows:] 671 

 672 

******** COMMITTEE INSERT ********  673 
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Mr. Carter of Georgia.  Thank you, Dr. Fiedler.  I thank all of you for your 674 

tes�mony today.  We will now begin ques�oning, and I recognize myself for 5 minutes.   675 

Let me begin by asking unanimous consent to submit leters from organiza�ons 676 

represen�ng pa�ents, providers, pharmacists, small businesses, and advocates in support 677 

of PBM reform.   678 

No objec�on?   679 

Without objec�on.  680 

[The informa�on follows:] 681 

 682 

******** COMMITTEE INSERT ********  683 
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Mr. Carter of Georgia.  The big three PBMs, ver�cal integra�on with health 684 

insurance conglomerates enables them to exploit conflicts of interest to drive prices up, 685 

quality down, and independent pharmacies out of business.   686 

For instance, the top three PBMs steer pa�ents and the most lucra�ve 687 

prescrip�ons to their affiliated pharmacies and away from independent compe�tors.   688 

The FTC's latest interim staff report on PBMs found that the big three reimbursed 689 

their affiliated pharmacies by up to 7,736 percent more for specialty generic drugs 690 

compared with independent compe�tors.  Unbelievable.   691 

Take the drug pirfenidone, for example.  It can be purchased without insurance 692 

for $200.  However, seniors on Medicare filled pirfenidone 85,000 �mes in 2022 at an 693 

average cost of $8,000 per prescrip�on.   694 

You can buy it for $200.  They were charging $8,000 per prescrip�on.  85,000 695 

�mes they did that.  If you do the math on that, you see that is a big number.   696 

Mr. Chancy, I want to start with you.  A�erall, I am like you.  I stood behind that 697 

pharmacy counter for many years, and I was the one who had to tell the pa�ent how 698 

much the medica�on was.   699 

I was the one who watched a senior ci�zen try to make a decision between buying 700 

groceries and buying drugs.  I was the one who watched the mother in tears as she tried 701 

to figure out how she was going to pay for her child's medica�on, and you do that as well.   702 

I want to hear from the person that is standing behind the pharmacy counter like 703 

yourself.  Can you highlight other areas of inefficiencies in our healthcare system where 704 

PBMs have impacted independent pharmacies and therefore harmed pa�ent care?   705 

Mr. Chancy.  Yes, there is several things that come to mind.  One of the things 706 

that they are doing now is, they are requiring brand when there is a generic available, and 707 

they are making Part D recipients pay the brand copay.   708 
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You know, another area, we have -- they are controlling access to the pharmacy.  709 

We have one pa�ent.  She is 92 years old and her husband is 95, and they are blind.  710 

She is legally blind, and we do specialty packaging so that she knows what �me to take 711 

her dose and her meds.  And she wants to be as independent as possible because she is 712 

afraid that her husband is going to die and she is going to be le� alone.   713 

Well, TRICARE actually took that away from us.  They narrowed the network, 714 

removed us from it, and now they are making him drive like 20 minutes to a pharmacy 715 

when he is 95.   716 

So we were giving them a great deal of healthcare, and they took that opportunity 717 

away from us and put it to one of the big box chains.   718 

But the unfortunate thing is, this is a pa�ent that needed care.   719 

I think there is also a waste that we see in mail order.  As you have already 720 

men�oned, we had one pa�ent that we were filling specialty drugs.  They demanded it 721 

go to mail order.  We later found out that mail order was charging $300 over what they 722 

were paying us.   723 

I had a colleague that reached out to me with some informa�on yesterday, and 724 

this is s�ll bothering me.  He accidentally -- his pharmacy got turned on to a mail order 725 

reimbursement rate the 1st of January this year.   726 

So we compared the first 6 weeks of this year with the first 6 weeks of last year, 727 

and on average, he was ge�ng 17 �mes more profit on the mail order pharmacy 728 

reimbursement.   729 

You know, that is something you hope that is not right, but it is, because it is 730 

proven by the FTC and also by the 3-Axis study in Washington State.   731 

Mr. Carter of Georgia.  Well, thank you for that, and thank you for that 732 

informa�on.  These are real people.  These are real examples that you deal with every 733 



  

  

37 

day, and we thank you for that.   734 

You know, I want to tell you about my Drug Transparency in Medicaid Act that is 735 

part of the original con�nuing resolu�on -- that you had men�oned, 736 

Representa�ve DeGete -- in December, that includes a ban to prevent PBMs from 737 

retaining revenue from spread pricing.   738 

So are you familiar with spread pricing, Mr. Chancy?  Can you talk about that for 739 

just a second?   740 

Mr. Chancy.  Yes, I am.  I think that it is really interes�ng -- and I s�ll don't 741 

understand it -- why they actually pay themselves -- pay the chains more than they pay 742 

us, and then they pay themselves more than they pay the chains.   743 

But recently, I think it was in January, we had a lady, her insurance rolled over into 744 

a new plan, but she didn't tell us.  So we filled it on her old plan, and she was charged 745 

$135.  Her insurance paid $135 on her plan.   746 

Well, a few weeks later, she gets a bill from the PBM saying that she owes $400.  747 

So our pharmacist said, well, we only got paid $135.  So she got a three-way call with the 748 

pharmacist and the PBM, and they said, Well, you owe $400.   749 

And she said -- the pharmacist said, Well, you only paid us $135.  Well, this is 750 

what the plan got charged.   751 

So that is spread pricing.  $135 is what it cost to get the prescrip�on.  $400 is 752 

what the plan paid.   753 

Mr. Carter of Georgia.  Thank you, Mr. Chancy, for that tes�mony.   754 

At this �me, I recognize the ranking member, Representa�ve DeGete, for 755 

5 minutes of ques�oning.   756 

Ms. DeGete.  Thank you so much, Mr. Chairman, and I want to thank all of our 757 

witnesses for coming today.   758 
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Mr. Chancy, I hear very similar stories from my community pharmacists in 759 

Colorado, and I will just say, the reason why they are forcing people to go to the chains is 760 

because in many cases they own the chains.  So they can get more money.   761 

I want to talk with you for a minute, Mr. Wright, about some of the things that you 762 

men�oned, because last Congress, we really worked and now our first hearing in this 763 

subcommitee, it is on PBM reform because we are trying to make reforms that will make 764 

a difference in people's lives.   765 

But these reforms are only going to work for people who have healthcare 766 

coverage.  And so I made up a litle chart, and the chart I made up shows that 767 

Republicans who are on this subcommitee have 3,359,524 people in their districts who 768 

are on Medicaid right now.   769 

And so I want to ask you, Mr. Wright, do you know how many people na�onally 770 

are covered under the ACA's Medicaid expansion op�on?   771 

Mr. Wright.  Roughly around 21 million.   772 

Ms. DeGete.  21 million.  Now, what would happen if those folks didn't have 773 

Medicaid, if the expansion was eliminated?  What would happen to those folks' ability 774 

to afford insurance?   775 

Mr. Wright.  I mean, by defini�on, the folks that we are talking about make less 776 

than $22,000 as an individual, $44,000 as a family of four, and so private coverage would 777 

largely be drama�cally unaffordable for them.   778 

They would become uninsured, and as a result, live sicker, die younger, be one 779 

emergency away from financial ruin, both health and economic --  780 

Ms. DeGete.  So these people make less than $22,000 a year, you're saying, 781 

right?   782 

Mr. Wright.  As an individual.  More if --  783 
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Ms. DeGete.  And so if they didn't have either private insurance because they 784 

couldn't afford it, or Medicaid, what would that do to their prescrip�on drug cost if they 785 

had to just buy it without insurance?   786 

Mr. Wright.  They would be paying the rack rate, the list price, which o�en is the 787 

most expensive price in the world.   788 

Ms. DeGete.  Do you have an example?   789 

Mr. Wright.  And hundreds or thousands -- I mean, if you are an MS pa�ent, 790 

those drugs cost tens of thousands of dollars.  If you are like my mom who had a list of 791 

ten drugs, that adds up real quick and --  792 

Ms. DeGete.  Like to what?  I mean, give me an example.   793 

Mr. Wright.  Hundreds -- I mean, it depends on the person, but hundreds or 794 

thousands of dollars, and as I said, the people who are uninsured take their drugs, like, 795 

adhere to their drugs less than half of what people on Medicaid do.   796 

Ms. DeGete.  Yeah.  You know I am the co-chair of the Diabetes Caucus with 797 

Congressman Bilirakis, and it is the same thing with insulin.  If people have insurance or 798 

Medicaid, then their insulin is covered.  But if they have to pay private costs, it could be 799 

$3- or $400 a botle.  And they die if they don't take it.   800 

Now, yesterday my colleagues on the other side said it is not fair for the Federal 801 

Government to pick up a greater part of the tab for the expansion popula�on than for 802 

other Medicaid-eligible individuals.   803 

But so what would happen if the government ended that commitment to the 804 

current Federal assistance for the Medicaid expansion?   805 

Mr. Wright.  If the Federal Government reduced how much its share of any 806 

popula�on, and there is lots of popula�ons that are at different match rates depending 807 

on State, depending on aid category, but that is just basically a cut to the State, and then 808 



  

  

40 

the State basically has to make a Sophie's Choice about whether they raise taxes or cut 809 

services.   810 

Ms. DeGete.  But what if you have a State like Colorado that cons�tu�onally 811 

precludes us from raising taxes?   812 

Mr. Wright.  Exactly.  And so then you are in the choice -- and I was a State 813 

health and consumer advocate for three decades, and there is no other choice.  You 814 

either -- in healthcare, you either cut people, you cut benefits, or you cut provider rates 815 

and have that impact.   816 

Ms. DeGete.  Okay.  I want to talk about one last thing because we keep 817 

hearing that the way we are going to save $880 billion is, we are going to cut waste, 818 

fraud, and abuse.  So I want you to talk about how much fraud there is in Medicaid.   819 

Mr. Wright.  I mean, it is a very lean program, probably your best bang for buck 820 

within the healthcare system.  In terms of beneficiary fraud, it has been es�mated at 821 

less than one-tenth of 1 percent.   822 

Ms. DeGete.  Does that equal $880 billion?   823 

Mr. Wright.  No.   824 

Ms. DeGete.  What is roughly that?   825 

Mr. Wright.  I mean, it would be -- it would be frac�on -- it would be frac�onal, 826 

and, again, that is not -- there is other ways to get at fraud, but $880 billion requires 827 

massive cuts to coverage, to benefits, and to direct payments to providers.  828 

Ms. DeGete.  Thank you.  I yield back.   829 

Mr. Dunn.  [Presiding.]  The gentlelady yields back, and Chairman Guthrie of the 830 

full commitee is recognized.   831 

The Chair.  Yeah, it is a beneficiary waste and fraud, doesn't mean provider 832 

waste and fraud, and we give a lot of examples of that.  And someone doesn't 833 
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understand that you don't have to cut those kind of benefits.  That is not an accurate 834 

statement.   835 

So I will start with Mr. Gremminger.  Much of the conversa�on on PBMs has 836 

been focused on the rebate model, and I ques�on whether this model creates perverse 837 

pricing incen�ves.   838 

Do you believe this model has the unintended consequence of ar�ficially infla�ng 839 

the cost of prescrip�on medica�ons?   840 

Mr. Gremminger.  Unques�onably.  The rebate model, which is sort of deeply 841 

embedded in the way that we pay for drugs in the United States, is -- provides all the 842 

incen�ves toward higher list prices and higher overall prices and very litle incen�ve to 843 

actually crea�ng a lower list price and lower rebates.   844 

Ul�mately I think -- I mean, this is going to be very challenging, but ul�mately I 845 

think we need to actually move completely away from a rebate model in which we are 846 

paying a set price -- not a government set price, but a market-based price on a drug that 847 

is based on its clinical value, over what else is in the market, as opposed to, you know, 848 

something that incen�vizes very high list and then large rebates to try to get on to 849 

formularies.   850 

The Chair.  Okay.  Thank you.  And how can PBM transparency legisla�on this 851 

commitee marked up, how can the PBM transparency legisla�on this commitee marked 852 

up and passed the House of Representa�ves last Congress help pa�ents?   853 

Mr. Gremminger.  Yeah, it is going to allow employers for the first �me to 854 

actually understand exactly how much they are paying for each drug, right?  So right 855 

now, we have no idea.   856 

At this point, you know, one of the big concerns in the PBM industry is we only 857 

have three big ones that represent 75, 80 percent of the market.  They o�en have prety 858 
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similar offerings.   859 

But the biggest problem is, we can't even tell -- if you can't tell how much you are 860 

paying for each drug, you can't tell which PBM is beter for you, you can't tell what other 861 

model is beter for you.   862 

The kind of transparency that we are going to be able to see is going to give us a 863 

beter indica�on of where we are ge�ng real value and where we are not.   864 

It is going to give us a beter idea of whether there are alterna�ve PBM models or 865 

alterna�ve contracts that employers can drive toward.   866 

It is going to actually create something closer to a fair market which we believe 867 

will actually reduce ul�mately the price of drugs.   868 

Mr. Fiedler made the sugges�on that this par�cular bill would have a sort of 869 

marginal impact on the overall price of drugs.  I actually think the CBO and economists 870 

are underes�ma�ng what the impact could be, because they are going to start crea�ng 871 

real compe��on in a market that really lacks any now, which we think actually will end up 872 

reducing the overall price of drugs because PBMs will actually start compe�ng on ge�ng 873 

bigger deals rather than compe�ng on ge�ng bigger rebates.   874 

The Chair.  Thank you.   875 

Mr. Chancy, the Government Accountability Office recently found that 79 of the 876 

most highly rebated drugs in Medicare, seniors are required to pay more out of pocket by 877 

more than $15 billion than their plan sponsors for these drugs.   878 

How do you believe that legisla�on to delink PBM compensa�on from list price 879 

and Medicare Part D can help to alleviate the pressure seniors are facing resul�ng from 880 

the current rebate model?   881 

Mr. Chancy.  Well, I think through transparency we are able to follow the 882 

numbers and realize where the waste is.  I think that is going to help us to bring those 883 
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prices back down.  884 

The Chair.  But the delinking, do you think that delinking PBM compensa�on 885 

from the list price, how is that going to specifically help?   886 

Mr. Chancy.  I am not sure.   887 

The Chair.  Okay.  In some cases, Mr. Chancy, a generic medica�on is placed on 888 

a specialty drug �er.  Does this mean that the generic medicine is more clinically 889 

effec�ve than a branded compe�tor?   890 

Mr. Chancy.  No.   891 

The Chair.  And if not, what are the implica�ons of this generic medica�on being 892 

placed on a specialty �er from the perspec�ve of pa�ent cost-sharing?   893 

Mr. Chancy.  That is a good ques�on.  It is not always clear why it is done.   894 

The Chair.  Do you think there is a difference?   895 

Mr. Chancy.  No.   896 

The Chair.  So thank you on that.  And on that, and so we talk about, we had 897 

some ques�ons on Medicaid, so waste, fraud, and abuse.  It is not always fraud.  898 

Some�mes our system allows systems to move -- this is not quite specifically to you, but 899 

people seem to think that it is just less than one-tenth of a percent that people maybe if 900 

you say fraud, then you have providers that we know that have fraud, and so it is not 901 

fraud, but is it waste or abuse if a State -- and I was in State government before, and we 902 

tried to figure this out -- figured out ways to match the Federal match by taxing providers, 903 

ge�ng the Federal match and giving it back to them.   904 

You know, one percent of that is $55 billion.  So we are not talking about small 905 

money, and we are talking about drawing down the Federal Government.  So when 906 

everybody thinks it is just a -- we are not talking about small numbers, and there is 907 

opportuni�es to take care of waste, fraud, and abuse in Medicaid.  And I think we all 908 
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should want to take care of waste, fraud, and abuse in Medicaid.   909 

So I will yield back.  Thank you.   910 

Mr. Carter of Georgia.  [Presiding.]  The gentleman yields.  The chair now 911 

recognizes the ranking member of the full commitee, Representa�ve Pallone, for 912 

5 minutes of ques�oning.   913 

Mr. Pallone.  Thank you, Chairman Carter.  I am obviously deeply concerned 914 

about the Medicaid cuts that Republicans are considering.  And yesterday at our 915 

oversight plan markup, you know, I repeatedly heard Republicans on the commitee refer 916 

to so-called waste, fraud, and abuse in Medicaid.  Chairman Guthrie just men�oned it, 917 

actually.   918 

But as they provide this misinforma�on, which I think is what it is, Republicans are 919 

seemingly trying to convince even themselves that they can somehow cut a trillion dollars 920 

from Medicaid and the American people won't suffer.   921 

That is just not the case.   922 

And I want to stress to everybody and maybe to the public, you know, you can't 923 

just say, oh, we are going to cut waste, fraud, and abuse, and that is going to save us $880 924 

trillion, right?  You have to actually get into what you are going to do.   925 

You have to say, I am going to cut back on 90 percent from Medicaid expansion, I 926 

am going to reduce the FMAP, I am going to do X, Y, and Z.   927 

You just can't say, oh, we will cut waste, fraud, and abuse.  When they actually 928 

do the bill, they are going to have to say what they are cu�ng.   929 

So in the many proposals on the House Budget Commitee's list of op�ons -- this is 930 

for Dr. Fiedler, if you will -- on the many proposals on the House Budget Commitee's list 931 

of op�ons to cut Medicaid funding, do any of these Medicaid proposals, you know, like 932 

the chairman's per capita or the other things I men�oned with FMAP, do any of those 933 
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things, if you just do those things, actually cut down on actual waste, fraud, or abuse?   934 

Dr. Fiedler.  In my view, these types of proposals are not targe�ng fraud and 935 

abuse.  There are broad changes in who is eligible for Medicaid or how costs are shared 936 

between the Federal Government and the States, not proposals aimed at targe�ng 937 

par�cular problema�c expenditures.   938 

You know, what is wasteful is ul�mately a value judgement, but the policies being 939 

targeted -- Federal support for Medicaid expansion, policy changes that make it easier for 940 

low-income seniors to get help paying their Medicare premiums, or support for Medicaid 941 

generally -- are in my view, fairly high-value use of public dollars.  942 

Mr. Pallone.  So, Dr. Fiedler, if they do cut the matching rate to States for 943 

Medicaid expansion or just the FMAP, you know, for States even for regular Medicaid, 944 

what is the effect of that?  How is that going to impact State budgets, for example?   945 

Dr. Fiedler.  So if you take the specific example of expansion, if the enhanced 946 

match for expansion were to go away, the current expansion States would need to come 947 

up with $40 to $50 billion a year to fill in that budget hole.   948 

And so the ques�on is, what are they going to do?  You know, in principle, States 949 

could raise taxes, they could cut other spending.  You know, educa�on is typically the 950 

largest line item in State budgets.  The transporta�on, public safety, those things could 951 

be on the table.   952 

But in prac�ce, my expecta�on is many States would conclude they can't make 953 

the math work, and instead they would conclude they have to drop expansion.  And, 954 

you know, the expansion popula�on is 14 million people.  So it is hard to imagine that 955 

we are not talking, at the end of this, about many million people becoming uninsured.956 
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 957 

RPTR MCGHEE 958 

EDTR HUMKE 959 

[11:01 a.m.]   960 

Mr. Pallone.  Thank you.  Let me go to Mr. Wright.  Can you describe who is 961 

covered by the Affordable Care Acts Medicaid expansion.  For example, how does 962 

Medicaid expansion support parents and families?  How does losing health coverage 963 

affect the health and economic security of these families?  And I guess -- well, let me ask 964 

you that, and then the next ques�on.   965 

Mr. Wright.  The AC expansion allowed for basically every American under 133 966 

percent of the poverty level.  Again, that $22,000 a year, $44,000 for a family of four to 967 

be able to access basic coverage, primary preventa�ve care.  It includes parents.  968 

It includes -- it was a patchwork before.  This now includes parents.  Includes adults 969 

without kids at home.  And it is essen�al for having access to care.  Otherwise, those 970 

folks simply did not have the means to find coverage in other ways, and we are relying on 971 

basically ge�ng care in the most inefficient expensive ways in the emergency room or 972 

through other means if they did it all.   973 

Mr. Pallone.  I don't want to keep -- I want everyone to understand.  The reason 974 

I am not focusing on PBM reform is not because I don't agree with it.  I am totally in 975 

favor of the bipar�san issue that we obviously put together on a bipar�san basis, but if 976 

you don't have health insurance, you don't have healthcare, you are not going to have 977 

prescrip�on drugs and, you know, you are going to talk about PBM reform and they are 978 

going to say, Congressman, what are you talking about?  I don't even have health 979 

insurance.   980 

So last ques�on.  How will Medicaid cuts affect the botom line of small 981 
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businesses whether employees are without healthcare and looking to them?   982 

Mr. Wright.  Well, first of all, there's a lot of small businesses who have Medicaid 983 

coverage.  A lot of small businesses, you know, they may do the next big thing, but un�l 984 

then, they actually have very limited income, and so Medicaid actually provides a 985 

baseline, a founda�on for our entrepreneurial folks.   986 

If you are a diabe�c, you can't take the leap to try to do something without 987 

coverage to get that life-saving care.  And again, a lot of small businesses have their 988 

own -- their workers tend to be uninsured, tend to be lower income, and it is desperately 989 

needed.  If those workers can't come to work if they are sick, can't be produc�ve 990 

members of their workforce if they are uninsured.   991 

Mr. Pallone.  Thank you.  Thank you, Chairman Carter.  992 

Mr. Carter of Georgia.  Gentleman yields.  The chair now recognizes the vice 993 

chair of the full -- of the subcommitee, Representa�ve Dunn, for five minutes of 994 

ques�oning.   995 

Mr. Dunn.  Thank you again, Mr. Chair, and thank each of our witnesses for being 996 

here today.  I want to focus on the Medicare Part D linking.  To do this I am going to 997 

highlight a common medica�on.  Gleevec.  Gleevec is a drug that is used to treat a 998 

number of different cancers, including forms of leukemia in children and adults.  The 999 

generic for Gleevec became available in 2016, and according to data public available 1000 

through data.cms.gov, in 2022, CMS spent over $90 million on the branded version of 1001 

Gleevec in the part D program.  That is six years a�er the generic was available.   1002 

In 2022, CMS purchased over 455,000 doses of branded Gleevec and spent 1003 

$249.58 per dose.  Per dose.  However, a one month supply, 30 pills of generic, can be 1004 

purchased online for $34.50.  That is $1.15 per dose compared to $250 per dose that 1005 

CMS was paying.  This means CMS could have saved $113 million in one year alone on 1006 
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Gleevec.  Add that together with the Pirfenidone that Chairman Carter men�oned, you 1007 

have got an $800 million plus savings two �mes in one year.   1008 

I understand that over last several years PBMs have moved away from 1009 

compensa�on based on rebate reten�on to compensa�on based on administra�ve fees.  1010 

This merely renames the same sin.  It's not different, despite the shi� of fees that PBMs 1011 

charged are o�en s�ll �ed to medicine list prices and are certainly mo�vated by fee 1012 

income.  Ranking the link between PBM compensa�on and the price of medicines will 1013 

help fix misaligned PBM incen�ves to drive up the cost for pa�ents, employers, and CMS.  1014 

But we must also make sure these sins don't simply migrate into other areas of the supply 1015 

chain.   1016 

Fixing PBMs misaligned incen�ves to prefer higher priced medicines, higher priced 1017 

medicines, could increase the coverage -- fixing this could increase the coverage of lower 1018 

costs of alterna�ves, including generics and biosimilars and generate savings for 1019 

employers, plants, fosters, and CMS.   1020 

I also want to men�on concerns that I have of PBMs are using the system to steer 1021 

pa�ents to their affiliated specialty pharmacies.  The first FTC interim staff report also 1022 

looked at Gleevec as a case study on PBM abuses and the report found that 2022 for the 1023 

PBM affiliated pharmacies, commercial reimbursement rates for generic Gleevec were 40 1024 

�mes higher than the na�onal drug acquisi�on costs average, and Medicare part D 1025 

reimbursement rates were 36 �mes higher.   1026 

When the same drug was purchased from an unaffiliated pharmacy, commercial 1027 

payments were 80 to 90 percent less and part D payments were 30 percent less.   1028 

There is massive, massive savings in this for CMS pa�ents, the government, 1029 

everybody.  This is gravely concerning.  Misaligned incen�ves are contribu�ng heavily 1030 

to the ver�cal integra�on of this commitee and other commitees that Congress have 1031 
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highlighted.   1032 

Mr. Chancy, do you believe that delinking PBM fees from list prices necessary to 1033 

prevent PBMs from favoring medicines with higher prices and do you believe this can 1034 

help curb consolida�on to PBM industry?  Mr. Chancy?   1035 

Mr. Chancy.  Would you repeat the ques�on.   1036 

Mr. Dunn.  Microphone.   1037 

Mr. Chancy.  Would you please repeat your ques�on.   1038 

Mr. Dunn.  Yes.  Do you believe that delinking PBM fees from list prices is 1039 

necessary and, in fact, effec�ve?   1040 

Mr. Chancy.  I don't know all the details about delinking.  I do know that it 1041 

will --  1042 

Mr. Dunn.  They are compe�ng with you, Mr. Chancy.  You really need to know 1043 

your enemy.   1044 

Mr. Chancy.  I do understand that.  I do know that the PBMs are ge�ng a 1045 

discount off of that.   1046 

Mr. Dunn.  They sure as heck are.  Let me add a second ques�on again, Mr. 1047 

Chancy.  Research suggests that generic medicines in part D were placed on 1048 

non-preferred generic drug �ers almost 60 percent of the �me in 2022.  What role do 1049 

you believe rebates played in this trend and how can delinking compensa�on from list 1050 

price ensure seniors have access to cheaper clinically effec�ve generic biosimilars?   1051 

Mr. Chancy.  Any�me that we see something that we don't understand, we know 1052 

that there is rebates on the back side of that.   1053 

Mr. Dunn.  Yeah, you're right.  Mr. Gremminger, how do you believe our PDM 1054 

delinking policy in Medicare part D will help employers in the commercial market?   1055 

Mr. Gremminger.  So as you know, Mr. Dunn, the delinking policy did not directly 1056 
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apply to the commercial market.  I think that was done inten�onally to sort of maintain 1057 

the ability for some flexibility in the commercial market.  I do think that, you know, 1058 

o�en we will see Medicare policy will flow down to a risk of plans in commercial markets, 1059 

so -- but I am hopeful we will see a trend against linking fees to the price of drugs in the 1060 

commercial market, and certainly it is something that, par�cularly with beter 1061 

transparency that is built into your bill, we would be able to demand and try to change 1062 

the way that we are paying our PBMs now.   1063 

Mr. Dunn.  Thank you very much.  I think this is an exci�ng area to explore.  1064 

There is a lot of savings to be had here, Mr. Chairman.  Don't give up.  Thank you.  I 1065 

yield back.   1066 

Mr. Carter of Georgia.  Gentleman yields.  The chair now recognizes the 1067 

gentleman from California, Dr. Ruiz, for five minutes of ques�oning on this hearing on 1068 

how the rein in PBMs will drive compe��on and lower costs for pa�ents.   1069 

Mr. Ruiz.  Thank you, Mr. Chairman.  As an emergency physician, I came to 1070 

Congress to improve the affordability and accessibility of healthcare for my pa�ents and 1071 

the communi�es that I serve.  A large part of that includes lowering the cost of 1072 

prescrip�on drugs.  In the ER, I would treat pa�ents and some�mes send them home 1073 

with prescrip�ons.  However, if a pa�ent can't afford their medica�on, they are not 1074 

going to follow through and buy them.   1075 

I o�en�mes got called by the pharmacist saying that this pa�ent could not afford 1076 

this medica�on and if I can prescribe them perhaps less expensive or maybe even less 1077 

effec�ve medica�on.  Not taking the medicine they are prescribed can lead to worse 1078 

health outcomes and increase their chances of ending right back in the emergency room.   1079 

Increasing transparency for pharmacy benefit managers is a good idea.  It is a 1080 

bipar�san approach that has the poten�al to address rising prescrip�on drug costs.  Mr. 1081 
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Gremminger, how does a lack of transparency raise drug prices for pa�ents?   1082 

Mr. Gremminger.  It enables PBMs to play many games.  O�en we find that 1083 

they are sort of one step ahead of us.  Every �me, you know, you have heard five years 1084 

ago, eight years ago, rebates and discounts were sort of the biggest way that they made 1085 

money.  Increasingly, they moved away from rebates and discounts and they've added 1086 

on fees that are difficult to understand.   1087 

One of the things that your bill would is at least try to be more transparent about 1088 

what those fees are and what sort of value add there is, give the employers an 1089 

opportunity to decide is this something that I am ready to pay for or is this something 1090 

that I don't really need.   1091 

Mr. Ruiz.  Okay.  Most prescrip�on drug plans have a formulary where the plan 1092 

is list its covered drugs in a range of �ers from low cost generics to more expensive 1093 

specialty drugs.  PBMs can design these formularies and determine which medica�ons 1094 

pa�ents have -- can have and at what cost.  So Mr. Gremminger, how would increasing 1095 

transparency help consumers beter understand what is on the formulary and result in 1096 

savings?   1097 

Mr. Gremminger.  It is a terrific ques�on.  So as you had suggested, most PBMs 1098 

have a formulary, some�mes a rela�ve complicated formulary.  We will also see PBMs 1099 

change the status of a drug on a formulary mul�ple �mes per year, some�mes even 1100 

mul�ple �mes per week, depending on what the size of the rebate is.  So if they get a 1101 

rebate differen�al, they will move something from �er three down to �er one and back 1102 

again.   1103 

Your bill, the bill in front of us, would require PBMs to disclose what is on their 1104 

formulary, at what �er, and then actually provide a jus�fica�on for why it is si�ng there 1105 

giving employers beter informa�on to decide is this appropriate or is it not.  Some of 1106 
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the larger employers out there have ins�tuted what are called waste free formularies 1107 

where they really sought to try to do this now.   1108 

Mr. Ruiz.  Thank you.  You know, transparency is always a good idea.  It allows 1109 

sunshine on the working of programs and of government.  It prevents corrup�on.  That 1110 

is why this commitee needs to acknowledge the more pressing mater at hand that my 1111 

Republican colleagues would rather skirt around.  The fact of the mater is while this 1112 

hearing is about transparency for PBMs as a way to lower costs for pa�ents, Republicans 1113 

are not transparent in their plot to strip many Americans, their own cons�tuents 1114 

included, of their Medicaid health coverage to pay for billions in tax giveaways to 1115 

billionaires.  Medicaid provides health coverage for 80 million Americans.  That is 32 1116 

percent.  Because my cons�tuents are hard-working, underresourceed families, about 1117 

42.1 percent of my cons�tuents rely on Medicaid for their health coverage.   1118 

Important health services for beneficiaries are at stake and I have heard from 1119 

some community health centers and hospitals in my district that have expressed concerns 1120 

about what would happen to their ability to serve pa�ents should these proposed 1121 

Medicaid cuts go into effect.  Community health centers provide essen�al health 1122 

services in underserved community.  This is not a blue or red issue.  Medicaid cuts 1123 

would not just hurt residents in blue states.  They will hurt people in Republican districts 1124 

too.   1125 

This is about people.  It is about Americans.  It is an American issue.  I urge my 1126 

colleagues to be more transparent themselves and let's work together in a bipar�san 1127 

manner to protect Medicaid.  None of the other measures we take to lower prices and 1128 

increase affordability of care mater if our cons�tuents are losing access to care.   1129 

With Medicaid, the cost of medicines is less.  Without it, people will pay much, 1130 

much, much more out of pocket or go without their medicine.  Indeed, it will make 1131 
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America sicker and America poorer again.  Thank you, and I yield back.   1132 

Mr. Carter of Georgia.  The gentleman yields.  The chair now recognizes, excuse 1133 

me, the gentleman from Virginia, Representa�ve Griffith, for five minutes of ques�oning.   1134 

Mr. Griffith.  Mr. Chairman, I heard earlier this morning Ranking Member Pallone 1135 

say that based on the budget bill, Energy and Commerce was going to cut a trillion dollars 1136 

out of Medicaid.  While the budget bill does set a goal of $880 billion for the Energy and 1137 

Commerce Commitee to find in savings, it does not say that it has to come out of 1138 

Medicaid.  And to paraphrase former Chairman John Dingell of this very commitee, our 1139 

commitee's jurisdic�on includes everything on planet earth that you can see in a photo 1140 

taken from outer space.   1141 

We have thousands and thousands of op�ons in which to look for savings in the 1142 

federal budget.  And in fairness, all these statements about a trillion dollars, and I have 1143 

seen it online this morning being replicated, it is a talking point on the Democrat side to 1144 

scare the American people, and it is nothing more than disinforma�on.   1145 

Now to the mater at hand.  Mr. Gremminger, I agree with you on CBO being 1146 

wrong.  I agree with you that we need more transparency.  I agree with you that we 1147 

need to move away from the rebate model.  But hold that thought.  I will be back in a 1148 

minute.   1149 

Mr. Wright, I got this simple litle bill called the Fairness for Pa�ent Medica�ons 1150 

Act, which in the last Congress was H.R. 3285.  Now what it says is that if a pa�ent goes 1151 

to pay for medica�on, they won't pay more in their co-pay than the insurance company 1152 

or the PBM has nego�ated for that price with all the rebates.  They won't pay any more 1153 

than what the insurance company is paying for that medica�on so that it doesn't become 1154 

a profit center for the insurance company or the PBM.  It looks like to me that is good 1155 

policy.  Are you aware of the issue?   1156 
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Mr. Wright.  I am aware of the issue.   1157 

Mr. Griffith.  And can you explain any ra�onal reason why a consumer o�en�mes 1158 

that is not making a whole lot of money, or even as you said in your opening statement 1159 

maybe uninsured, is going to pay more for the medicine than their insurance company?  1160 

I guess not uninsured, but why an insured who is paying for their insurance or their 1161 

employer is paying for their insurance, would pay more for the medicine than the 1162 

insurance company or the PBM is paying?  Can you explain that to me?   1163 

Mr. Wright.  You shouldn't ask me.  You should ask the insurers.  I would -- the 1164 

argument that I have heard is that to the extent that the insurer, in some cases the PBM, 1165 

is nego�a�ng a formulary, a broader range of drugs are included, and then the ques�on 1166 

of where do various drugs appear in certain formularies as part of the nego�a�ng power 1167 

of the ensuring PBM.   1168 

We think nego�a�ng power is a good thing, but if it ends up actually increasing 1169 

out-of-pocket and co-pays for pa�ents, that is not good, and so we would be happy to 1170 

look at the bill.   1171 

Mr. Griffith.  I appreciate that.  You know, in 2018, we had bills in Congress.  1172 

We also had bills that passed earlier than the Congressional bill.  In the Virginia 1173 

legislature, Senator Todd Pillion, who I happen to represent, introduced the bill to say 1174 

that pharmacists could tell you if you showed up -- and I had a cons�tuent who had this 1175 

problem prior to 2018.  They showed up one �me and their insurance, there was some 1176 

kind of a glitch, and the pharmacist said well, you can pay me this amount over the 1177 

counter.  And she goes, well, that is more than -- that is less than what my co-pay is.  1178 

And he goes yes, ma'am, I can't tell you that, but since your insurance is currently lapsed 1179 

for a day or two, I can inform you that you can pay this, so she never used her insurance 1180 

again for that medica�on.  She just paid cash to the pharmacist.  That doesn't make 1181 
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any sense to me.  Todd Pillion put the bill in and said pharmacists could actually 1182 

talk -- there used to be a gag order -- and the pharmacist could talk about it.   1183 

Now, Mr. Gremminger, when Todd passed that bill, Senator Todd Pillion of 1184 

Virginia passed that bill, WRIC ABC news of Richmond labeled their ar�cle on it as 1185 

Lawmakers Take Aim at Scam Driving up Prices -- Driving up Drug Prices.  Last year your 1186 

organiza�on opposed my bill.  We agree on a lot of things.  I am trying to figure out 1187 

why your organiza�on would be in favor of a scam driving up drug prices.  Please tell the 1188 

American people.   1189 

Mr. Gremminger.  Mr. Griffith, to be honest, I do not recall that we opposed your 1190 

bill.  I would be delighted to come back and talk to you more about it, because I think on 1191 

face it makes a lot of sense.   1192 

Mr. Griffith.  I appreciate that, because last year you all opposed it, and I just for 1193 

the life of me can't figure out why a pa�ent should pay more, an insured pa�ent pay 1194 

more than what their insurance company is paying for, what they have nego�ated to pay 1195 

for.  And part of it comes back to the rebate issue, which I agree with you we probably 1196 

need to move away from.   1197 

Mr. Chairman, I appreciate this hearing and I appreciate you and I yield my �me 1198 

back.   1199 

Mr. Carter of Georgia.  The gentleman yields.  Chair now recognizes the 1200 

gentlelady from Michigan, Representa�ve Dingell, for five minutes of ques�oning on PBM 1201 

reform.   1202 

Mrs. Dingell.  Thank you, Mr. Chairman, and as you know, this is one of my deep 1203 

passions and I freely strongly about it as you do, although I would just say to my colleague 1204 

if Mr. Dingell were here, he would tell -- he taught me a lot.  And the first ques�on I am 1205 

going to ask is when you look at the world and you look at everything that you are talking 1206 
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about, where is the $800 billion going to come from?  And the only thing we talk about 1207 

is Medicaid.   1208 

And when we want Medicaid, we here are worried about what those kinds of cuts 1209 

are going to do to Medicaid.  So we are really glad if you are not going to cut Medicaid 1210 

and you are not going to hurt people, but what are you going to cut?  And I know you 1211 

are not going to answer that ques�on, but I thought I would ask that ques�on.   1212 

And I will even build on what he said and say nego�a�ng power for PBMs gives 1213 

the PBMs their cut and screws the parent every single �me.  And that is one of the 1214 

problems.  And there s�ll is a gag order, and the only way a lot of us learn about this is 1215 

we go talk to pharmacists that aren't taking care of us but somebody says will give us the 1216 

answers and they will tell you they -- I go and buy my pills a whole lot cheaper just even 1217 

at cost than covering them by co-pay, and there is something wrong with that system.  1218 

So as you can tell, I think they have been allowed to operate unchecked for too long.   1219 

I want to work with my colleagues to solve this issue.  We had an opportunity to 1220 

provide cri�cal checks on PBMs last year in the con�nuing resolu�on, and as my 1221 

colleague, the ranking member said it -- said, bipar�san solu�ons were included in the 1222 

text, such as bans on spread pricing, clarity and enforcing part D contract terms and 1223 

establishing surveys to be able to hold PBMs accountable to deliver fair prices.  But at 1224 

the last minute, Elon Musk and the Republican party opted to back out on the deal.   1225 

I hope that the hearings today are a sign that we are really going to do it and we 1226 

are not going to let anybody threaten us but we are really going to get it done this �me, 1227 

Mr. Chair.  You know I want to work with you on this.   1228 

Back home I am hearing from far too many Michiganders, especially seniors, who 1229 

can't conveniently access their prescrip�ons they need due to the exploit of PBM 1230 

prac�ces complica�ng access to the local pharmacies they depend on.  They are an 1231 
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invaluable resource in underserved communi�es, and not even in underserved 1232 

communi�es.  I get lot more answers from my local pharmacist, and she -- I get 1233 

educated a lot, and we have got to ensure that they remain open and compe��ve.   1234 

So I have No PBMs Act Legisla�on, and this bill would implement common sense 1235 

reforms to the PBM industry that will put a stop to some of the tac�cs that distort prices, 1236 

harm pharmacies, and drive profits at the expense of pa�ents.  It will strengthen PBM 1237 

accountability and ensure Americans can get the medica�ons that they need closer to 1238 

home and at pharmacies they trust.   1239 

Mr. Chancy, through your experience as a pharmacist, how would ensuring that 1240 

PBMs must align with Medicare plans for prescrip�on drugs allow beter access for 1241 

seniors who are trying to fill the prescrip�ons?   1242 

Mr. Chancy.  So your ques�on was how does -- would you say that last line again.   1243 

Mrs. Dingell.  How would ensuring that PBMs have to align themselves with 1244 

Medicare plans for prescrip�on drugs?  How would it help seniors have beter access 1245 

who are trying to fill their prescrip�ons?   1246 

Mr. Chancy.  Well, I think the -- a good mentor of mine shared with me where 1247 

there is mystery, there is margin, and there is way too much mystery with the PBMs.  1248 

And I think that transparency is going to help to clear up a lot of those issues.  There is 1249 

too many games and there are too many hoops.   1250 

Some of the life-saving medica�ons they have to go through all kind of prior 1251 

approvals and a lot of things, and it is just really to prolong a pa�ent not ge�ng their 1252 

medica�on, and unfortunately, the pa�ents pay for that.  I think that the relevant and 1253 

reasonable contract terms between the PBMs and the pharmacies will clear up a lot of 1254 

the issues that we are dealing with today.   1255 

Mrs. Dingell.  Thank you.   1256 
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Mr. Fiedler, PBMs have restricted access to pa�ents choice of pharmacy and 1257 

medicines that are right for them.  Back in my district, I hear from far too many 1258 

Michiganders, especially seniors who face complica�ons accessing the local pharmacies 1259 

they depend on because of exploi�ve PBM prac�ces.  I am going to show you an 1260 

example.   1261 

Last night I forgot my inhaler because I only have one because my local pharmacy 1262 

can't fill it because I can only get the new medicine the doctor prescribed at one of the 1263 

big ones.   1264 

So Mr. Fiedler, you men�oned in your tes�mony that a small number of firms 1265 

control a large share of the PBM market, which allows them to demand higher prices to 1266 

earn excessive profits and I suspect control the supply.  What reforms can be made to 1267 

reform the compe��veness of the PBM market?   1268 

Dr. Fiedler.  So it is a challenging problem.  I think one promising strategy is 1269 

greater transparency.  I think the bigger problem is that is probably somewhat limited 1270 

solu�on, and so if you really want this market to be more compe��ve, you need more 1271 

PBMs, and the ques�on is how do you get there.  Breaking up exis�ng PBMs is probably 1272 

a challenging undertaking, but I do think there is some room for an�trust regulators to be 1273 

looking at new entrant PBMs and making sure that those PBMs aren't being acquired by 1274 

incumbent PBMs in hopes of building a more compe��ve market over �me.   1275 

Mrs. Dingell.  I am out of �me, but I didn't think the crea�on of more PBMs 1276 

would be an answer to anything.  And with that, I will yield back.   1277 

Mr. Carter of Georgia.  The gentlelady yields.  The chair now recognizes the 1278 

gentleman from Florida, whose team last night was beat by the Georgia Bulldogs.  1279 

Representa�ve Bilirakis for five minutes of ques�oning.  Staff wrote that on there.  I 1280 

am just reading what staff wrote.   1281 
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Ms. DeGete.  You can move to take his words down if you want.   1282 

Mr. Bilirakis.  Let's compare records, Mr. Chair.  This is important stuff too.   1283 

Mr. Chancy, the Florida legislature recently passed legisla�on requiring any willing 1284 

pharmacy language in addi�on to PBM transparency requirements.  This language 1285 

requires that PBM to include any pharmacy in their network as long as certain condi�ons 1286 

are met giving seniors more care op�ons and affordable op�ons.  Again, more care 1287 

choices and affordable op�ons.  Excuse me.   1288 

One of the policies originally included in the December CR, and of course it was 1289 

removed at the end, was language to enforce any willing pharmacy in Medicare part D.  1290 

Can you share how this language will help your pa�ents and seniors and Medicare.   1291 

Mr. Chancy.  Yes, sir.  I think that is a great ques�on.  I had a pa�ent just a few 1292 

weeks ago, she came in on a Friday a�ernoon around 3:30, 4:00, had her children with 1293 

her, and she was heading out of town.  She said, you know, can I go ahead and get the 1294 

prescrip�on filled.  She dropped it off at the drive-thru and she said I need to go to the 1295 

bank and come back.  Within ten minutes a�er we filled the medica�on, she had not 1296 

come back yet.  We got a call from the PBM and they told us that we needed to reverse 1297 

that claim, back it out, and transfer that claim to Walgreens in the next city.   1298 

And our pharmacy, well, said she came to us, she chose us to fill this and you have 1299 

approved it.  And they said well, if you don't do this, you are going to be in viola�on of 1300 

your contract.  So my pharmacist backed it out and transferred the prescrip�on to 1301 

Walgreens, and so the onus of having to explain something that we didn't understand 1302 

was put on us when she came back.   1303 

She was in a hurry to get out of town.  But that is the type things that are terrible 1304 

for the pa�ents.  They are terrible for us.  And it takes away from the care and 1305 

convenience of the pa�ent.  And it also limits access.   1306 
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Mr. Bilirakis.  Thank you.   1307 

Mr. Gremminger, can you further detail why building off Florida's PBM 1308 

accountability law with the PBM transparency policy we have marked off is important for 1309 

employers at the federal level.   1310 

Mr. Gremminger.  Certainly.  So a couple of thoughts.  We have a 1311 

fundamentally broken market when it comes to the PBMs and the interac�on with the 1312 

drug companies.  At some level, the two sides who like to hate each other, are really 1313 

playing very much the same game.  Drug companies are winning.  PBMs are winning.  1314 

Drug companies have jus�fica�ons to have higher list prices.   1315 

PBMs have jus�fica�ons to have larger rebates and larger fees that are �ed to the 1316 

price of the drugs.  The transparency that is provided under your bill would finally allow 1317 

employers to actually understand how much money the PBMs are making on each drug, 1318 

how much money the employers are paying on each drug, how much money the chain or 1319 

retail or mail order pharmacies are making on the drug, whether or not those fees are 1320 

actually higher for chain or retail and mail order pharmacies owned by the PBMs as 1321 

opposed to going to one of Mr. Chancey's units.   1322 

It would provide the kind of informa�on that employers could actually use to price 1323 

shop, iden�fy lower cost op�ons, beter drugs, and ul�mately reduce some of the gaming 1324 

that we see in the commercial market.   1325 

But one of the things that is appealing about your bill is that it does not tell 1326 

employers specifically how they have to structure their market, right?  It says that the 1327 

PBMs have to pass on all rebates.  It s�ll allows for spread pricing.   1328 

It s�ll allows for value-based purchasing.  It s�ll allows for a lot of different 1329 

design that PBMs and employers could actually use in sort of a fair and free and 1330 

transparent market to actually look for beter op�ons for drugs.   1331 
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Mr. Bilirakis.  Thank you.  Mr. Chancy -- I s�ll have some �me here.   1332 

Mr. Chancy, I've been a long �me supporter of policies to improve the quality of 1333 

life for diabe�c pa�ents and I co-chair, as Ms. DeGete said, the diabe�c 1334 

conference -- caucus.  I have become aware of a pharmaceu�cal manufacturer 1335 

launching two different versions of an insulin biosimilar, one branded and one unbranded 1336 

at two different price points in order to land on a PBM formulary.   1337 

In many cases, the higher price branded reference product was exclusively 1338 

covered by plan sponsors completely limi�ng access to a cheaper therapeu�cally 1339 

equivalent biosimilar or requiring pa�ents to go through unnecessary step therapy in 1340 

order to access a cheaper biosimilar version of the drug.   1341 

Can you explain what this means for seniors who rely on insulin in terms of what 1342 

they are paying at the pharmacy counter.  What can we do to address this par�cular 1343 

issue?  Again, for Mr. Chancy.   1344 

Mr. Chancy.  Another good ques�on.  I think that when -- it doesn't make any 1345 

sense when there is a cheaper generic version and the preferred drug on the formulary is 1346 

a brand name drug and they are having to pay a higher brand co-pay for that drug.  So, 1347 

you know, we know that that is rebate driven.  So that is unfair to the pa�ents and it 1348 

takes the cheaper version away from them.   1349 

Mr. Bilirakis.  Very good.  Thank you.   1350 

Mr. Chairman, you know, in your par�cular bill, you have this par�cular language 1351 

that is going to be very helpful to the consumer, and it came from the University of 1352 

Florida School of Pharmacy I am assuming, so it is Florida law.   1353 

Mr. Carter of Georgia.  The gentleman yields.   1354 

Mr. Bilirakis.  Very good.  Thank you. 1355 

Mr. Carter of Georgia.  The chair now recognizes the gentlelady from Illinois, 1356 
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Representa�ve Kelly, for five minutes of ques�oning on PBM reform.   1357 

Ms. Kelly.  Thank you, Chair Carter and Ranking Member DeGete, for holding 1358 

today's hearing and thanks to all the witnesses for your par�cipa�on.  I want to start by 1359 

poin�ng out what you have heard already, but it is very important that last Congress, this 1360 

commitee already worked on solu�ons for the American people regarding PBM reform, 1361 

including commercial market, PBM transparency, part D delinking, and transparency and 1362 

a ban on spread pricing and Medicaid.   1363 

And yet in December 2024, a�er a Tweet by Elon Musk, the deal worked out by 1364 

the four corners of the chambers was taken down.  So here we are again all because 1365 

some of my colleagues don't want to stand up for the well-being of all Americans.  1366 

Nevertheless, I look forward to working with this commitee ahead of the March deadline 1367 

to see those already nego�ated reforms to the finish line.   1368 

When we pass the American rescue plan, a provision of my legisla�on, the Care 1369 

for Moms Act was included to extend Medicaid post-partum, post-partum coverage from 1370 

60 days to one full year.  This extension has been a crucial lifeline for mothers and their 1371 

infants, and I am proud to say that this is no longer a temporary measure.   1372 

The expansion of Medicaid postpartum coverage is a cri�cal part of our efforts to 1373 

address the maternal health crisis in this country as the Medicaid program covers about 1374 

four in ten births in the United States.  Dr. Fiedler, what role does Medicaid play in 1375 

ensuring pregnant women and children have access to healthcare?   1376 

Dr. Fiedler.  So Medicaid covers about four in ten births in this country, which is, 1377 

you know, larger than any other single pair, and so it plays a cri�cal role in ensuring they 1378 

can both access the healthcare they need but also ensuring financial security, right?   1379 

One of the core roles of health insurance is making sure that when you do have 1380 

big health expenses that is not a big, you know, hit that keeps your family from mee�ng 1381 
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other needs, which we know, you know, families expec�ng kids have a lot of other needs 1382 

on their budgets.   1383 

Ms. Kelly.  Thank you.  Currently 49 States and Washington, D.C. have already 1384 

made this extension permanent.  Even Republican leaning states like Alabama, 1385 

Tennessee, Kansas, Oklahoma, and Nebraska have enacted postpartum Medicaid 1386 

extension legisla�on.  With cuts to Medicaid funding, states will have to come up with 1387 

significantly new resources of funding or more likely find ways to cut Medicaid.  This 1388 

means cuts to coverage, cuts to benefits, and cuts and payments to hospitals and 1389 

community health centers.   1390 

Dr. Fiedler, with even lower Medicaid payments and more uninsured people, do 1391 

you expect that more maternity care units will close, par�cularly in rural and underserved 1392 

communi�es?  And what impact will that have on maternal and child health?   1393 

Dr. Fiedler.  So one of the things we have excep�onally good evidence on is that 1394 

when Medicaid coverage is broader, the uncompensated care burdens born by health 1395 

care providers and par�cularly hospitals fall.  Now, you know, there are probably some 1396 

health systems that can, you know, absorb more uncomplicated care, but there are some 1397 

that can't.   1398 

And, you know, ul�mately probably some that are forced to close or cut back 1399 

service lines, so my expecta�on would be that if we were to see big drops in Medicaid 1400 

coverage, we would see, you know, some closures of the services that people get.   1401 

Ms. Kelly.  Thank you for your response.  Discussing PBMs means nothing for 1402 

people who lose their health insurance coverage, because Republicans and the Trump 1403 

administra�on want to slash Medicaid.   1404 

In the State of Illinois that I am proud to represent, there are 2.4 million residents 1405 

covered under Medicaid, and that includes 35.4 percent of all children, 40 percent of 1406 
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moms giving birth, and then newborn babies, 40 percent of working-age adults with 1407 

disabili�es, and 69 percent of people living in nursing homes.   1408 

Mr. Wright, what impact has Medicaid expansion had on con�nuity of coverage 1409 

and health outcomes, par�cularly for low-income parents?  Thank you.   1410 

Mr. Wright.  It is -- I mean, your line of ques�oning on maternity care is 1411 

absolutely right.  There is no more important program for keeping both babies and 1412 

mothers alive and well than Medicaid.  It is 40, in some states 50 percent of the 1413 

popula�on.  And to con�nuity of care, it is a safety net for all of us.   1414 

If we are -- if we find that we are in a situa�on where we lose a job or get 1415 

divorced, it is the ability for people to con�nue to get the care that they need, even if 1416 

they are in the middle of postpartum treatment, even if they have a chronic condi�on like 1417 

diabetes or something that needs ongoing care.  It is the ability for people to con�nue to 1418 

have the courage and have a usual source of care and not just end up in the emergency 1419 

room in the most expensive least efficient place to get care.   1420 

So it is incredibly important for con�nuity of care for all folks, but especially for 1421 

children and parents.   1422 

Ms. Kelly.  Thank you so much, and there is thousands of people that won't have 1423 

care because they have just been laid off or fired.  I yield the rest of my �me to Ranking 1424 

Member Diane DeGete.   1425 

Ms. DeGete.  Thank you so much.  Mr. Chairman, I would ask unanimous 1426 

consent to put an ar�cle into the record from today's New York Times, which is en�tled 1427 

What Can House Republicans Cut Instead of Medicaid?  Not much.  It refers to the 1428 

$880 billion and has been asked to find, and it points out that if you cut everything else in 1429 

the Energy and Commerce Commitee besides Medicaid, you would s�ll be $600 billion 1430 

short.   1431 
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But if you used crea�ve budge�ng, not to worry, you could save maybe $187 1432 

billion.  So the only thing we can cut is Medicaid.  I would ask unanimous consent to 1433 

put it in the record.   1434 

Mr. Dunn.  [Presiding.]  So we will study that.   1435 

Ms. DeGete.  Thank you. 1436 

Mr. Dunn.  I won't accept that in just yet.  Ms. Kelly yields back, and recognize 1437 

the gentleman from Pennsylvania, Dr. Joyce.   1438 

Mr. Joyce.  Thank you, Mr. Chairman and Ranking Member DeGete, for holding 1439 

this important hearing, and to our panel for tes�fying.   1440 

This is a great opportunity to examine the bipar�san cost saving reforms that 1441 

passed through this commitee and the House of Representa�ves in the last Congress.  1442 

While these reforms ul�mately were not signed into law, we were successful in building 1443 

the necessary momentum for these posi�ve changes to occur.   1444 

We can see the impact of our efforts through ac�ons that some pharmacy benefit 1445 

managers have taken to ins�tute addi�onal repor�ng to their pa�ents and to their plan 1446 

sponsors.   1447 

Now in the 119th Congress we have an obliga�on to return to our work of 1448 

lowering prescrip�on drug costs and improving access to affordable medica�ons for our 1449 

cons�tuents, par�cularly for Medicare and Medicaid beneficiaries.   1450 

PBMs were created to nego�ate drug prices down on behalf of plan sponsors.  1451 

Despite this, we have con�nued to see an increase in what plans and pa�ents are paying 1452 

for prescrip�on medica�ons.  We need to create an environment that increases 1453 

compe��on, one of the most consistent drivers of lower costs.   1454 

Because of the complexity -- complex nature and opaque component of these 1455 

opera�ons, it is difficult for plan sponsors to effec�vely engage in truly compe��ve 1456 
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processes for choosing their pharmacy benefit manager.   1457 

Mr. Gremminger, can you speak on how the transparency requirements that 1458 

passed through this commitee last Congress can help drive compe��on through an 1459 

increased ability for employers to compare op�ons and nego�ate effec�vely.   1460 

Mr. Gremminger.  Certainly.  So as you iden�fied, Congressman, the bill under 1461 

your considera�on provides really end-to-end transparency in a way that we have never 1462 

seen before in the PBM market.  It allows plan sponsors to understand what the ini�al 1463 

price of the bill -- of the drug was from the original sale by the group purchasing 1464 

organiza�on, all of the discounts and fees that might have been assessed on that drug, 1465 

and then finally get to sort of what the net cost was to the plan sponsor.  Right now 1466 

almost none of that informa�on is available to us.   1467 

As I men�oned in my opening statement, plan sponsors are fiduciaries over their 1468 

plan assets.  We actually can be sued.  In fact, two large organiza�ons have so far been 1469 

sued allegedly because they weren't overseeing their PBM contracts effec�vely.  We 1470 

were paying too much for drugs.   1471 

Right now we don't have the ability in many cases to really understand what we 1472 

are paying for any par�cular drug, whether we are overpaying because there is a weird 1473 

formulary placement where you are having a higher priced drug at the botom of a 1474 

formulary, a lower priced drug at the higher end of a formulary, et cetera.   1475 

This bill would correct all of that and provide us with transparency we need.  We 1476 

would s�ll be fiduciarily liable, but there is no way you are going to see a prudent 1477 

fiduciary choose to say yeah, I am going to have a $5,000 drug at the base of a formulary 1478 

and go through prior authoriza�on to get to a $500 drug.  That won't happen, because 1479 

plan sponsors will have the transparency need, and frankly, the fiduciary requirement 1480 

that they are placing the drugs appropriately and nego�a�ng for the best prices.   1481 
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Mr. Joyce.  The United States is home to world leading medical innova�on.  In 1482 

fact, many on this commitee have heard me say that innova�on is truly the cornerstone 1483 

of American medicine.  There is a need to find crea�ve solu�ons for coverage and 1484 

payment of these innova�ve medica�ons to make them accessible at an affordable price.   1485 

Mr. Gremminger, how does value-based purchasing play a role in ge�ng these 1486 

advanced medica�ons into the hands of the pa�ents who desperately need them?   1487 

Mr. Gremminger.  Yeah.  So value-based purchasing can mean a lot of things, of 1488 

course, but one of the things that is exci�ng about it is it is the no�on that instead of 1489 

paying for a drug based on sort of whatever the list price is, whatever rebates you might 1490 

have been able to nego�ate, it is based on sort of unique clinical value above what else is 1491 

available in the market right now.  I think that is definitely the direc�on we need to head 1492 

and we are star�ng to see more innova�on.   1493 

We are able to see there are absolutely some very high priced drugs that are also 1494 

transforma�ve.  They are life saving.  They have the ability to prolong peoples lives and 1495 

give them back their lives.  There are a lot of low value drugs out there that are equally 1496 

expensive and don't have that same kind of change.   1497 

Under a value-based purchasing arrangement, the employer, purchaser, plan 1498 

sponsor is paying based on unique value above replacement effec�vely, which is, I think, 1499 

the direc�on that we need to go.  It would allow for pharmaceu�cal companies to make 1500 

quite a bit of money on drugs that are truly innova�ve and not make much money on 1501 

drugs that aren't innova�ve at all.   1502 

Mr. Joyce.  Again, Mr. Chairman, thank you for holding this hearing today, and I 1503 

thank the witnesses for taking �me out of their schedules to be with us, and I yield.   1504 

Mr. Dunn.  Thank you to the gentleman from Pennsylvania yields.  The 1505 

gentlelady, Dr. Schrier from Washington, is recognized for five minutes for her ques�ons.   1506 
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Ms. Schrier.  Thank you, Mr. Chairman, and thank you Ranking Member DeGete.  1507 

Thank you to all of our witnesses today for speaking about this important topic, the role 1508 

of pharmacy benefit managers or PBMs in raising drug prices for pa�ents, pu�ng local 1509 

pharmacies out of business, and covering up the financial shenanigans and profit taking 1510 

behind all of it.   1511 

I think or I know we all agree that increased transparency and reform regarding 1512 

pharmacy benefit managers is needed.  In fact, I know this because this commitee 1513 

worked in a bipar�san fashion last Congress to priori�ze this issue and pass a number of 1514 

PBM reforms that were ul�mately included in a great end of year bipar�san bicameral 1515 

package.   1516 

In fact, the savings from these bipar�san reforms were set to pay for bipar�san 1517 

priori�es like extending telehealth flexibili�es and community health center funding.  1518 

Unfortunately, my Republican colleagues let unelected billionaire Elon Musk kill this bill 1519 

via X.   1520 

The commitee is now again considering PBM reform, but at the same �me, they 1521 

are about to make dras�c and unconscionable cuts to Medicaid in order to pay for tax 1522 

cuts that benefit the very man who tanked this deal in the first place.  Let's be clear.   1523 

Republicans voted just last night to take an axe to Medicaid.  We have heard 1524 

evidence of this from many of my colleagues.  And Medicaid is a program that pays for 1525 

healthcare for nearly half of the pregnancies and children in this country, for people with 1526 

disabili�es, for rural hospitals and nursing homes, and they are cu�ng this to pay for tax 1527 

cuts for billionaires and corpora�ons.   1528 

I want to pivot for a moment to something important in my district, rural 1529 

hospitals.  Medicaid is a cri�cal source of insurance coverage for rural America with 1530 

nearly a quarter of people under 65 on Medicaid and 22 percent of people dually enrolled 1531 
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in Medicaid and Medicare.   1532 

My district is about 10,000 square miles.  It is mostly in central Washington.  1533 

And without rural hospitals, my cons�tuents would have to travel hours either to Seatle 1534 

or Spokane for regular care.  They serve a pa�ent popula�on that is sicker and older and 1535 

less likely to have private insurance coverage and they operate on the slimmest of 1536 

margins and are a cri�cal access point for the healthcare system.   1537 

They, in fact, will be the first to tell you that Medicaid is the leanest payer out 1538 

there.  They can barely make it through.  So the fraud and the abuse and the bloat that 1539 

my Republican colleagues are trying to go a�er just does not exist in this program.   1540 

I will warn this commitee that should these Medicaid cuts go into effect, the first 1541 

thing to go, especially in our rural communi�es, will be obstetrics and delivery.  And we 1542 

have already had one hospital system almost have to lose OB/GYN and to not be able to 1543 

care for pregnant women and deliver babies, and so this poses an addi�onal risk to 1544 

women and babies.   1545 

Dr. Fiedler, you just talked about the impacts of Medicaid cuts to women and 1546 

children in par�cular.  Can you expand on the impact that almost a trillion dollars in cuts 1547 

to Medicaid would have on rural hospitals and their ability to deliver care.   1548 

Dr. Fiedler.  So as I alluded to earlier, you know, we have very good evidence that 1549 

Medicaid expansion and Medicaid coverage generally reduces the prevent of 1550 

uncompensated care on hospitals, and which types of hospitals is that going to create the 1551 

biggest challenges for?  It is the ones that are financially precarious to begin with.   1552 

And so, you know, in many cases -- it is not always the case, but in many cases 1553 

rural hospitals are in financially precarious situa�ons, and so that would be one of the 1554 

places that you would look to see, you know, where our major disrup�on is likely to 1555 

occur.   1556 
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Ms. Schrier.  And it is dangerous and expensive to deliver babies in an emergency 1557 

room.  Just touching my last 25 seconds on PBMs, we know that the incen�ves are 1558 

perverse in terms of profit making, and I was wondering, Mr. Gremminger, if you could 1559 

just comment about the importance of transparency in these nego�a�ons between PBMs 1560 

and drug manufacturers and how that could help us understand, and then lower drug 1561 

prices for American consumers.   1562 

Mr. Gremminger.  So today, as I said in the opening statement, employers really 1563 

don't know what they are paying for each individual drug, which is obviously hugely 1564 

challenging.  I would add very quickly we don't really know the nature of the 1565 

nego�a�ons between the drug makers and the PBMs themselves, right?  All we can sort 1566 

of suss out is what appears to be in those contracts, and what we see is a situa�on in 1567 

which both the drug makers and the PBMs seem to be winning and working families and 1568 

American employers seem to be losing.   1569 

Ms. Schrier.  Thank you, and I yield back.   1570 

Mr. Dunn.  The gentlelady from Washington yields back.  I recognize the 1571 

gentleman from Ohio, Representa�ve Balderson, for five minutes to ask his ques�ons.   1572 

Mr. Balderson.  Thank you, Chairman Dunn, and thank you all for being here 1573 

today.  During the 118th Congress, there was though�ul legisla�on put forward by my 1574 

colleagues, which we have talked a lot about this morning, pushing for increased 1575 

transparency and accountability for pharmacy benefit managers.  Today I am hoping we 1576 

can further illustrate why this sort of legisla�on is so desperately needed.   1577 

PBMs were designed to help manage prescrip�on drug benefits, nego�ate beter 1578 

prices with manufacturers, and help control costs for insurers and pa�ents.  However, as 1579 

�me has gone on, the role has morphed into something that has seemingly lost sight of 1580 

these goals.  In 2018, the Ohio Department of Medicaid conducted an audit finding 1581 
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PBMs were making significant profits through spread pricing.  This audit, which covered 1582 

2017 to 2018, showed that PBMs overcharged the State of Ohio $224 million.   1583 

Ohio is not alone in this abuse.  Following the findings of the of the audit, my 1584 

state became the first to act, and as of now, 16 states have banned spread pricing.   1585 

I look forward to hearing from all of the witnesses today and I appreciate your 1586 

�me in discussing this very important mater.   1587 

My first ques�on is for the pharmacist, Mr. Chancy.  As a result of PBMs indecent 1588 

prac�ces, independent pharmacies around the country are closing.  I know that in my 1589 

district we are not strangers to this issue.   1590 

I hear from my friends, family, and cons�tuents alike that their trusted pharmacies 1591 

have closed a�er decades of serving their communi�es.  Pharmacy deserts have 1592 

con�nued to grow and pa�ents no longer have access to pa�ent/pharmacist rela�onships 1593 

that has helped them manage complex medica�on regimes and diseases.   1594 

It is es�mated that between 2018 and 2021 alone, the number of pharmacies 1595 

have declined in 41 states.  So this is not just an Ohio problem.  This is not a rural 1596 

problem.  This is a countrywide issue that needs addressed.  And transparency is 1597 

unlikely to be the sole solu�on.  As I discussed earlier, the Medicaid spread pricing ban 1598 

prevents PBMs from engaging in spread pricing and requires them to pass along the full 1599 

reimbursement amount to pharmacies addressing transparency and reducing the 1600 

financial burden on the Medicaid system.   1601 

Mr. Chancy, can you talk to me about how the spread ban can help address the 1602 

pharmacy's issues that you have experienced.   1603 

Mr. Chancy.  Yes.  Certainly.  I would like to start off by saying that 20 percent, 1604 

this legisla�on really addresses over half of the independent community pharmacy 1605 

businesses.  20 percent of the business on average is Medicaid and 35 percent is part D.  1606 
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I think that this transparency and stopping the spread pricing is going to -- it is going to 1607 

lower the cost of the drugs and it is going to level the playing field.  Right now it is not 1608 

very level.   1609 

And just since June of '23 we have lost 450 of my colleagues, and at that rate we 1610 

just can't con�nue.  It seems like a crisis to me.  We have got to put -- enact this 1611 

legisla�on, and I would like to say yesterday, but even if we voted it in today, it is going to 1612 

take two to three years before that is going to really have the impact that it needs, so I 1613 

think it needs to be done sooner than later.   1614 

Mr. Balderson.  Thank you.  My next ques�on is for Mr. Gremminger.  Thank 1615 

you for being here.  What a PBM does with rebates is a cri�cal part of transparency.   1616 

Of course, we want to see -- excuse me, see compe��ve market, but the other 1617 

part of this that I really want to drive home is we want to see 100 percent of rebates 1618 

passed on to clients.  This is a cri�cal part of this equa�on.   1619 

Quite frankly, how is it right now we aren't seeing these large PBMs aimed to 1620 

lower the cost of goods for their own profit margins and lower the cost of goods sold for 1621 

their clients by passing these savings on.   1622 

How can Congress ensure compe��on while also ensuring that the clients, the 1623 

employers, and pa�ents feel the effects of savings?   1624 

Mr. Gremminger.  Thank you for the ques�on, Congressman.  I think one of the 1625 

things that's really appealing about this legisla�on is that it includes all rebates and 1626 

discounts from the very beginning of the chain all the way to the very end.   1627 

I want to -- I spoke about this just a litle bit in my writen and oral tes�mony.  1628 

The role of group purchasing organiza�ons or some�mes called rebate aggregators, these 1629 

are theore�cally separate companies, separate corporate en��es o�en based overseas 1630 

that are wholly owned by the PBM.   1631 
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Their en�re reason for being is to aggregate rebates and be the ini�al purchaser of 1632 

drugs before that is then passed on to the PBM, which is the next level in the chain of the 1633 

corporate en�ty.   1634 

We hear from employers all the �me that they are told by their PBMs I am passing 1635 

on 100 percent of our rebates to you.  We then ask which rebates are we talking about.  1636 

Oh, once the GPO sells it to us, then everything else flows on to you, of course omi�ng 1637 

the fact that they are taking a huge rebate cut between the GPO and the PBM 1638 

themselves.   1639 

I want to say very clearly it is the same company.  It is the same company with 1640 

just two different corporate structures, and I think it is cri�cal that we actually are able to 1641 

watch the flow of rebates from the moment the ini�al batch of drugs is purchased by the 1642 

PBM or the GPO from the employer -- excuse me, from the manufacturer all the way to 1643 

the very end where we actually receive the final discount.   1644 

Mr. Balderson.  Thank you very much.   1645 

Mr. Chairman, I yield back.   1646 

Mr. Dunn.  Thank you.  Mr. Balderson yields back, and we now call Ms. Fletcher 1647 

from Texas.  Give her five minutes for her ques�ons.   1648 

Mrs. Fletcher.  Thank you so much, Mr. Chairman, and thank you to Chairman 1649 

Carter and Ranking Member DeGete, and thank you to all of our witnesses today for your 1650 

tes�mony.  I was struck at the beginning of this hearing when Chairman Carter said that 1651 

the true reason that we are having this hearing today is because of a sad and difficult 1652 

story about one pa�ent and their experience with delayed access to the drugs and the 1653 

care that they needed.  And that is the true reason that we are here doing this work.   1654 

But that is not the true reason we are having this hearing today.  And I want to 1655 

associate myself with the comments that Ranking Member DeGete made.  The true 1656 
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reason that we are here is because in December of last year Elon Musk decided that he 1657 

thought our bill, our con�nuing resolu�on, was too big.  It had 1,500 pages, or 1658 

something like that.  Too big.  Can't possibly all be good.  Don't do it.  And just like 1659 

that, years of hard work, including hard work to deal with this very issue, got cast aside.  1660 

And so we are having a hearing today on something we have already agreed on, we have 1661 

already worked on, and we have already addressed.   1662 

It is important that we do it, so I am glad that we are con�nuing the work, but I 1663 

think that what we know is that we have got an agreement here.  Commercial market 1664 

PBM transparency was in the agreement we had in December.  Part D delinking and 1665 

transparency was in the agreement.  A ban on spread pricing and Medicaid was in the 1666 

agreement.  We have already made an agreement on this, and the only reason it isn't 1667 

law is Elon Musk.  I think that is important for everyone here to know.  I think that is 1668 

important for everyone in this country to know.  This commitee and this Congress has 1669 

consistently allowed Elon Musk to subs�tute his own uninformed judgment for all of ours, 1670 

and it has got to stop.  It has got to stop.   1671 

So instead of rehashing some of these reforms that we have already agreed on, I 1672 

want to spend the �me that I have le� talking about and asking about the budget 1673 

resolu�on that House Republicans passed last night that directs this commitee, the 1674 

Energy and Commerce Commitee, to cut a minimum of $880 billion out of spending.   1675 

Now, we heard �me and again yesterday in our markup that we weren't going to 1676 

get to cuts to Medicaid because Medicaid wasn't in that budget resolu�on.  We know on 1677 

this commitee that that is where that money -- it is the only place it can come from.   1678 

So Mr. Wright, in your tes�mony, you made it very clear that threatening access 1679 

to coverage like Medicaid would increase costs for families far more than any PBM 1680 

abuses.  And I want to ask you to take some �me to talk to us about the importance of 1681 
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Medicaid coverage, especially on an issue that is very important for those of us in Texas 1682 

as well as people across the country, the importance of Medicaid coverage for pregnant 1683 

women, which covers -- Medicaid covers 50 percent of births in Texas.  Can you talk 1684 

about what the impacts of losing Medicaid coverage in Texas and states across the 1685 

country will mean.   1686 

Mr. Wright.  I mean, obviously, it would be -- have devasta�ng ripples 1687 

throughout the healthcare system and not jut for the people who do have Medicaid 1688 

coverage, but for the system as a whole.  You -- in many of -- whether it is community 1689 

clinics or rural hospitals, in many cases Medicaid is the biggest funding source.  And so if 1690 

you are in that community, if those ins�tu�ons get hit with a big cut, that impacts 1691 

everybody in the community, whether or not you are in Medicaid specifically.   1692 

If a maternity ward, which already has had -- we have seen closures already of -- if 1693 

they lose funding, and again, 40, 50 percent of births are paid for by Medicaid.  If they 1694 

lose that funding, that actually could poten�ally mean the closure of a maternity ward for 1695 

everybody in that area crea�ng further maternity ward -- maternity deserts in our 1696 

country at a �me when folks are talking about how can we beter support parents, how 1697 

can we beter support the process of people star�ng a family.  And so it is incredibly 1698 

important.   1699 

And just not -- both the prenatal and postpartum care is so important.  Those 1700 

first few years of life are probably the best investment you can make in terms of a child's 1701 

health not just for that �me.  Into their life.  That is when brain development happens.  1702 

And there are -- there is reams of data and research that suggests that those kind of 1703 

investments are some of the best investments you can make, but if you have a cut of the 1704 

scale that is being talked about, it is almost impossible to think how those will not be 1705 

impacted.   1706 
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Mrs. Fletcher.  Thank you so much.  I have gone over my �me.  I do have some 1707 

more ques�ons for you, so I am going to submit them for the record and look forward to 1708 

hearing your responses.   1709 

Thank you so much, Mr. Chairman.  I yield back.   1710 

Mr. Carter of Georgia.  The gentlelady yields.  The chair now recognizes the 1711 

youngest pharmacist in Congress, Representa�ve Harshbarger from Tennessee, for five 1712 

minutes of ques�oning.   1713 

Mrs. Harshbarger.  Thank you, Mr. Chairman.  I appreciate that reference to my 1714 

age.  And thank you to the ranking member and thank you to the witnesses for being 1715 

here.  Yes, I am younger than Buddy.  You know, I've been a pharmacist -- well, I beter 1716 

not tell you how long, or then you are going to know how old I am.  I have been a 1717 

pharmacist a long �me, and every week I hear from independent pharmacists from east 1718 

Tennessee, across the state, from all over the country about these manipula�ve prac�ces 1719 

of PBMs.  And all you have to do is read the last two interim reports from the FTC to 1720 

understand that PBMs can distort compe��on.  They steer prescrip�on drug coverage 1721 

to whatever pads the botom line, and essen�ally they print their on money.   1722 

And I say this in every PBM hearing, and I am going to say it again today.  PBMs 1723 

don't treat a single pa�ent, they don't cure a single disease, and they don't insure a single 1724 

American.  So the botom line, it is all about the pa�ents, isn't it, gentlemen?  It 1725 

certainly is.  And how they are losing access to pharmacy choice, who in most 1726 

communi�es are your independent pharmacies who are the most trusted and the most 1727 

readily available healthcare provider in that community.   1728 

So PBM reform is a bipar�san issue, and you know what that means.  That 1729 

means that both sides agree on this issue.  It is not an issue of conten�on.  So it is 1730 

important that we get some PBM reform done.   1731 
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Mr. Chancy, this is a yes or no ques�on.  Is it sustainable for PBMs to o�en 1732 

reimburse independent pharmacies below their acquisi�on costs for drugs?  I have had 1733 

to deal with it in my prac�ce and have to deal with the take it or leave it contracts that 1734 

they offer, that, you know, the abusive audit prac�ces they do, whether it is a desk audit 1735 

or they come into your pharmacy and audit.  And then what they do a�er the fact is 1736 

they reduce pharmacy reimbursements because of ambiguous shi�ing unpredictable 1737 

metrics.1738 
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 1739 

RPTR MOLNAR 1740 

EDTR HUMKE 1741 

[12:01 p.m.]  1742 

Mrs. Harshbarger.  And I guess my ques�on for you is, is it sustainable for your 1743 

pharmacy prac�ce, yes or no, sir?   1744 

Mr. Chancy.  It is not sustainable.   1745 

Mrs. Harshbarger.  It is not.  Exactly.  Thank you for agreeing with me.   1746 

You know, it is almost like you are playing a high-stakes game without knowing 1747 

the rules, and really it is a game with no rules, isn't it?  That is exactly what it is 1748 

and -- but it is not a game, is it, because who suffers in the end?  It is the provider and 1749 

the pa�ent.   1750 

So, Mr. Chancy -- this is another yes or no -- would you agree that the fairest and 1751 

most transparent way to reimburse pharmacies for prescrip�on drugs would be to use 1752 

the na�onal average drug acquisi�on cost, plus a reasonable dispensing fee, yes or no?   1753 

Mr. Chancy.  Yes, I do.   1754 

Mrs. Harshbarger.  Yes.  I do too.   1755 

Mr. Gremminger, thank you for being here today, sir.  We know about the 1756 

ver�cally integrated organiza�ons and how they have tremendous influence over which 1757 

medica�ons pa�ents have access to, when and where they get those drugs, where it can 1758 

be dispensed or administered, and the amount paid out of pocket by pa�ents.  I have 1759 

had to deal with this.   1760 

In your view, is the ver�cal integra�on of these companies hindering market 1761 

diversity and compe��on, yes or no?   1762 

Mr. Gremminger.  100 percent.   1763 
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Mrs. Harshbarger.  100 percent.  And let me tell you about legisla�on that I 1764 

proposed.  I have introduced a bipar�san legisla�on called Pa�ents Before Monopolies 1765 

Act, and that would require health insurers and PBMs to divest from their pharmacies 1766 

businesses, elimina�ng conflicts of interest, and crea�ng a more transparent system.   1767 

And I am sure people love that, but the PBMs don't like it.   1768 

So this is for Mr. Chancy again.  Let's talk about pa�ent steering.  PBMs are now 1769 

requiring pa�ents to use PBM-affiliated pharmacies, including mail order and specialty 1770 

pharmacies to where if you have got a cancer pa�ent, they can't go to their oncologist or 1771 

their community pharmacist.  And now it is filtering over to HIV pa�ents and other 1772 

chronic-disease pa�ents.   1773 

And I believe pa�ent steering myself -- I believe pa�ent steering or manda�ng the 1774 

use of a PBM-owned pharmacy should be prohibited across all Federal plans.   1775 

Would you support a prohibi�on on pa�ent steering by PBMs to their affiliated 1776 

pharmacies, yes or no?   1777 

Mr. Chancy.  Yes, I would.   1778 

Mrs. Harshbarger.  Okay.  This is going to be a lightning round.  I have got 31 1779 

seconds.   1780 

Mr. Chancy and Mr. Gremminger, many of us in Congress believe that misaligned 1781 

incen�ves are at the root of the problem with high prices in America today for drugs, and 1782 

the PBMs are taking advantage of these misaligned incen�ves.   1783 

Would you agree that if pa�ents have to pay a certain percent of the drug's s�cker 1784 

price, reducing drug s�cker prices can reduce pa�ent out-of-pocket costs, yes or no?   1785 

Mr. Chancy.  Yes.   1786 

Mr. Gremminger.  Yes.   1787 

Mrs. Harshbarger.  Okay.  Would you agree that PBMs and brand 1788 
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pharmaceu�cal manufacturers some�mes enter agreements to exclude lower cost 1789 

compe�tor drugs from the PBM's formulary in exchange for increased rebates from the 1790 

brand-name drug manufacturers?   1791 

Mr. Chancy.  Yes.   1792 

Mr. Gremminger.  I would go as far as to say it is o�en, not just some�mes.   1793 

Mrs. Harshbarger.  Yes, exactly.  Would you agree that higher price 1794 

out-of-pocket costs for pa�ents can adversely impact adherence to prescrip�on regimens, 1795 

yes or no?   1796 

Mr. Chancy.  Yes.   1797 

Mr. Gremminger.  Yes.   1798 

Mrs. Harshbarger.  Would you agree that poor pa�ent prescrip�on adherence 1799 

can lead to poor health outcomes?   1800 

Mr. Chancy.  Yes.   1801 

Mr. Gremminger.  Yes.   1802 

Mrs. Harshbarger.  I have only got three more, Buddy.  It is quick.   1803 

Do you agree that excluding the lower-cost generics from formularies and offering 1804 

only the more costly brand-name drugs reduce access to care?   1805 

Mr. Chancy.  Yes.   1806 

Mr. Gremminger.  Yes.   1807 

Mrs. Harshbarger.  Do you agree that brand mandates should be prohibited by 1808 

Medicare Part D?   1809 

Mr. Chancy.  Yes.   1810 

Mr. Gremminger.  We don't have a posi�on on Medicare Part D policy.   1811 

Mrs. Harshbarger.  Well, you should say yes.   1812 

Would you support requiring the inclusion of generic drugs on formularies?  Last 1813 
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ques�on.   1814 

Mr. Chancy.  Would you repeat that, please.   1815 

Mrs. Harshbarger.  Would you support requiring the inclusion of generic drugs 1816 

on formularies?   1817 

Mr. Chancy.  Yes.   1818 

Mr. Gremminger.  Yes, so long as the price is -- the net price to the employer is 1819 

below that of the brand.   1820 

Mrs. Harshbarger.  Absolutely.  Thank you, sir, and I yield back, Buddy.  Thanks 1821 

so much.   1822 

Mr. Carter.  The gentlelady yields.  The chair now recognizes the gentleman 1823 

from Massachusets, Representa�ve Auchincloss, for 5 minutes of ques�oning.   1824 

Mr. Auchincloss.  Thank you, Chairman.  I want to associate myself with the 1825 

excellent line of ques�oning from the gentlewoman from Tennessee with whom I am 1826 

co-leading two pieces of follow-on legisla�on to these bipar�san reforms -- the 1827 

Pharmacists Fight Back Act and the Pa�ents Before Monopolies Act.   1828 

And indeed we seem to be in vigorous bipar�san agreement on this issue of PBM 1829 

reform, so I want to actually pursue an area of disagreement, because that is how I learn 1830 

beter.   1831 

Dr. Fiedler, in your writen tes�mony, which I try to review prety carefully, you 1832 

really seemed to push back on the idea of ge�ng rid of rebates.  You really defend 1833 

rebates and actually kind of emphasize that delinking may not work very well, and I want 1834 

to engage with you on that ques�on because maybe I will learn something here on this.   1835 

One of the things you do emphasize is compe��on and the value of compe��on 1836 

with new PBMs entering the market.  How are these new PBMs, most of whom are 1837 

flat-rate PBMs, though, transparent PBMs, supposed to compete when the plan sponsors 1838 
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are locked in with rebate deals that the incumbent PBMs have.   1839 

That is especially relevant because of the 2021 consolidated appropria�ons law 1840 

that made these plan sponsors fiduciaries.   1841 

So there is a real opportunity now for compe��on from these flat-rate PBMs 1842 

because these plan sponsors are fiduciaries, and they know that their employees are 1843 

ge�ng screwed over, and so they really have a liability here.   1844 

But they are locked in with the rebate.  So doesn't your point about rebates 1845 

contradict your point about compe��on?   1846 

Dr. Fiedler.  So I think one of the challenges with the idea that the solu�on here 1847 

is more compe��on in the PBM market -- and I think we should try as well as we 1848 

can -- but I think one of the real challenges is that it is probably the case that the big 1849 

PBMs, when they are going up against the manufacturers, have more leverage.  And I 1850 

think that is just the reality of this market.   1851 

And so the trade-off is, do we want a more compe��ve PBM market that I think 1852 

does mean that PBM profit margins would come down, and that would be good for 1853 

clients.  But I think there is a poten�al tradeoff in terms of what that does to drug prices.   1854 

I think my best guess is the net, consumers save money from that.  But I think 1855 

there is a tradeoff, and I don't think the evidence we have on that ques�on is perfect. 1856 

Mr. Auchincloss.  Yeah.  I am not sure I am ready to cede to consolida�on is the 1857 

only way we can get scale economies.  I mean the generi�za�on func�on is how we get 1858 

lower prices, not necessarily just through plan-sponsor leverage.   1859 

The other ques�on about rebates I have is, of course, rebates inflate list prices, 1860 

right?  They pump them up.  Now, we can debate plan sponsors and pharma and 1861 

PBMs, and they are all kind of shuffling money around, but what we know is that pa�ents 1862 

pay their out of pocket based on the list price, not the net price.   1863 
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So your defense of rebates seems to contradict the idea that we are trying to 1864 

lower out-of-pocket costs for pa�ents, yes?   1865 

Dr. Fiedler.  So that assumes that if you switch to a different pricing system that 1866 

the pa�ent's co-insurance rate or deduc�ble are going to remain the same.  And I think 1867 

what is happening in many cases is the insurer or the plan sponsor is se�ng that 1868 

deduc�ble or co-insurance rate to get cost-sharing at the level they want it to.   1869 

So if you brought the price down to the net price, I think what we would o�en see 1870 

is the insurer deciding, okay, we are going to apply a high co-insurance rate, and I am not 1871 

sure in those cases as a result what the pa�ent is paying is going down.   1872 

To be clear, I don't have convic�on that the current system is the right system, but 1873 

I do think there are tradeoffs here.   1874 

Mr. Auchincloss.  Yeah, I would ques�on why we are pu�ng people in the 1875 

posi�on of having out-of-pocket exposure to appropriately prescribed medica�on, right?  1876 

There is no moral hazard with chemotherapy or --  1877 

Dr. Fiedler.  And I think that is absolutely right.   1878 

Mr. Auchincloss.  -- asthma inhalers.   1879 

Dr. Fiedler.  And I think, that is why, in my view, I think o�en the solu�on is 1880 

simply to regulate the ul�mate insurance contract and say, Listen, these are drugs we 1881 

know pa�ents need access to, and this is the maximum dollar amount of cost-sharing that 1882 

can apply, you know, par�cularly, frankly, to generic drugs where there is very litle risk 1883 

of --  1884 

Mr. Auchincloss.  It is a good idea.  Democrats did it last Congress with a $2,000 1885 

out-of-pocket cap roughly.  No Republican joined us in it.   1886 

Con�nuing your point on compe��on, biosimilar market is not working quite as 1887 

well as we want it to.  We really want to get that compe��on to drive down the price of 1888 
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these large-molecule drugs, because they stay expensive a long �me.   1889 

Again, we have seen rebates play a really nefarious role here, Humira and other 1890 

examples where the PBMs are using a dual-pricing structure.   1891 

How can an embrace of rebates coincide with wan�ng a more compe��ve 1892 

biosimilar market when they are clearly using rebates to lock in the higher priced brand 1893 

drug?   1894 

Dr. Fiedler.  So I think whether it is a rebate or there are other forms of 1895 

discounts, it is going to always be in the manufacturers' interest to try to keep that 1896 

biosimilar out of the market.  And I think the challenge is because in many cases --  1897 

Mr. Auchincloss.  Yes, but rebates are the tool that is being used in this tango 1898 

between the PBMs and pharma to do it.   1899 

Dr. Fiedler.  And I think --  1900 

Mr. Auchincloss.  Let's take it away.   1901 

Dr. Fiedler.  My conten�on would be that you would have other tools emerge 1902 

fairly quickly -- 1903 

Mr. Auchincloss.  So I want to close on that point because you talk also in your 1904 

writen tes�mony about admin fees and then, you know, you squeeze the balloon in one 1905 

place and it pops out someplace else.   1906 

Again, I am not really willing to cede that point.  Like our job here in Congress is, 1907 

like, just pop the balloon.   1908 

And to your point, Mr. Gremminger, about the group purchasing organiza�ons, 1909 

they are one of the two places where the PBMs are already poin�ng to that they are 1910 

going to inflate the balloon elsewhere.  One is these GPO fees which the PFB legisla�on 1911 

will help us get ahead of it, but, my goodness, Congress needs to focus on this because I 1912 

don't know what they are doing in Ireland and Switzerland, but where there is mystery, 1913 



  

  

85 

there is margin, right?   1914 

And the second thing is specialty steering.  I mean, you got Cigna, Express Scripts' 1915 

CEO bragging on earnings calls about how specialty steering is their new moneymaker.  1916 

And it is en�rely a business, not a medical proposi�on here.  We have got to pop that 1917 

balloon too.   1918 

I yield back.   1919 

Mr. Bentz.  [Presiding.]  Thank you.  The chair recognizes the 1920 

congresswoman from Iowa, Dr. Miller-Meeks, for 5 minutes.   1921 

Mrs. Miller-Meeks.  Thank you, Mr. Chairman, and I thank the witnesses for 1922 

tes�fying before the subcommitee today.   1923 

It is no secret that PBM middlemen ar�ficially inflate the cost of and limit access 1924 

to prescrip�on drugs.  This occurs at the expense of pa�ents who receive health 1925 

insurance in public and private markets and impacts pa�ents of all ages.   1926 

The PBM market has become highly consolidated with the three largest PBMs 1927 

controlling roughly 80 percent of prescrip�ons.  The top six PBMs account for about 1928 

97 percent, and in Medicare Part D, four PBMs manage benefits for a combined 1929 

90 percent of beneficiaries.   1930 

PBMs claim they reduce prices by holding pharmaceu�cal companies accountable.  1931 

This is done, they contend, by requiring rebates on drugs, which are then passed on to 1932 

the beneficiary.   1933 

While PBMs o�en do nego�ate discounts from manufacturers, pa�ents are not 1934 

the ones who benefit from them.   1935 

In Medicare Part D, for example, pa�ent cost-sharing is based off the list price of 1936 

drugs, which are ar�ficially inflated to extract a higher rebate.   1937 

As a result of these prac�ces, for 79 of the 100 most rebated drugs in Medicare 1938 
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Part D, beneficiaries pay more for their drug than their insurer, again demonstra�ng that 1939 

beneficiaries -- in this case, seniors -- are not benefi�ng from the rebates.   1940 

This is why I led the bipar�san Share the Savings with Seniors Act which would 1941 

require full rebate pass-through for chronic care drugs under the Medicare Part D plans.   1942 

And that is the not the first �me I tried to do PBM reform.  My first effort at PBM 1943 

reform came as a State Senator in 2019, where I passed PBM reform on transparency, but 1944 

could not get a pass-through of 51 percent of the rebates.   1945 

The insurance companies were against me, my manufacturers were against me, as 1946 

it was alluded to then that drug prices would rise and people would use brand-name 1947 

drugs rather than generics.   1948 

So I have been at this now for 6 years.  And when I was in Iowa last week, I read, 1949 

despite all of the hurdles I had, "PBM saves county money."  The county adjacent to my 1950 

district saved $60,000 of their county expenses with PBM reform, and now States are 1951 

doing it.   1952 

This isn't a par�san issue.  We have over 200 pharmacies have closed in Iowa 1953 

since 2014, which includes not only independent loca�ons but chain pharmacies such as 1954 

our Hy-Vee Pharmacy, and we know the bigger pharmacy chains are also closing.   1955 

I am very proud of the bipar�san work this commitee has done to move on 1956 

meaningful PBM reform legisla�on through regular order.  Last Congress, the Energy 1957 

and Commerce Commitee successfully moved three major PBM policies -- Medicare Part 1958 

D, delinking commercial market transparency, and banning spread pricing in Medicaid.   1959 

And I have done the same thing in the commercial market with the Drug Act.   1960 

Mr. Gremminger, we hear from insurers and PBMs that implemen�ng delinking 1961 

won't have any meaningful ac�on on reducing pa�ents' out-of-pocket costs in the 1962 

commercial market.   1963 
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However, we know that commercially insured pa�ents are largely more exposed 1964 

to list prices through larger deduc�bles than pa�ents in Medicare Part D.   1965 

In fact, in 2024, the average annual individual deduc�ble for employer-sponsored 1966 

health insurance was $1,787, while the maximum annual individual deduc�ble in Part D 1967 

could not exceed $545.   1968 

Do you believe that if we move to regulate delinking in the commercial market 1969 

such as my bill, the Drug Act, would do, would that reduce pa�ent out-of-pocket costs?   1970 

Mr. Gremminger.  In short, yes.  The Na�onal Alliance supports actually 1971 

applying delinking to the commercial market.  As you know right now, the bill that was 1972 

considered in December only applies it to the Medicare market.   1973 

There is no ques�on it takes away a financial incen�ve that is currently built into 1974 

the program, and I absolutely believe that doing it in the commercial market will 1975 

ul�mately lead, in rela�vely straight order, to lower out-of-pocket costs for consumers.   1976 

Mrs. Miller-Meeks.  Mr. Clancy, I am going to ask you a ques�on, but I want to 1977 

dedicate this ques�on to John and Jane Nicholson who run the Mahaska Drug family 1978 

pharmacy in Oskaloosa, Iowa, which is teetering on closing.   1979 

It is my understanding that Caremark, one of the three big PBMs that controls 80 1980 

percent of all prescrip�ons in the country, has a request for proposal out to pharmacies 1981 

asking them to do two things -- and some�mes this informa�on and contracts are sent by 1982 

fax which most people don't u�lize -- so in order to be considered part of the network of 1983 

covered pharmacies in their Medicare prescrip�on drug plans, one, offer an amount of 1984 

reimbursement that is below what it costs a pharmacy to acquire and dispense 1985 

medicines, force pharmacies to select which of their compe�tors Caremark should 1986 

remove from the network, a blatant disregard of Medicare Part D's any-willing-provider 1987 

requirements for pharmacy which state that any pharmacy that agrees to a Part D plan 1988 
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standard contract terms and condi�ons must be allowed to par�cipate in the plan's 1989 

network.   1990 

Is it not the exact type of an�compe��ve behavior everyone has been poin�ng to 1991 

for years now, and does it demonstrate why we need stronger protec�ons for all 1992 

pharmacies serving seniors and Medicare, not just those owned by PBMs?   1993 

Mr. Chancy.  I very much agree.  And in Georgia, Caremark covers our State 1994 

health benefit plan.  And I ran my reports before I came, and 24 percent of the 1995 

prescrip�ons I dispense, I get reimbursed below my cost of purchasing the drug.  1996 

Seventy-five percent of the prescrip�ons that I fill are below my cost of doing business.  1997 

So 25 percent is actually my gross profit scripts.   1998 

Mrs. Miller-Meeks.  Thank you so much.  I yield back.   1999 

Mr. Bentz.  Thank you.  The chair recognizes the Congresslady from New York, 2000 

Ms. Ocasio-Cortez, for 5 minutes.   2001 

Ms. Ocasio-Cortez.  Thank you so much, Mr. Chairman.   2002 

I think that in a poli�cal environment that we are in right now, it is actually just a 2003 

tremendous glimmer of hope that people can have in seeing that there are areas in which 2004 

we can agree, and PBMs are a perfect example in which everyday Americans who live in 2005 

rural areas, who live in urban areas, working people, are ge�ng totally squeezed by 2006 

essen�ally this middleman where their costs are being totally driven up, that their 2007 

prescrip�on prices are being totally driven up.   2008 

And for once we have Republicans who are championing this legisla�on and 2009 

tackling lowering these costs, Democrats who are on board with this.   2010 

And I can tell you, should this legisla�on come to the floor, this Republican 2011 

majority has my vote.  You have my vote on this, and you have the vote of many 2012 

Democrats on this.   2013 
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Now, we have had this for some �me, as what has been men�oned.  Last 2014 

Congress, Republicans and Democrats worked together to dra� bipar�san legisla�on on 2015 

PBMs, and one provision that made it into the December 17th, 2024, con�nuing 2016 

resolu�on demonstrated how we can work together to rein in PBMs and lower drug costs 2017 

for pa�ents.   2018 

We have seen how this can work, and this is a bipar�san measure that can 2019 

propose more oversight of the PBM marketplace.   2020 

Dr. Fiedler, can you explain how greater oversight in this circumstance can help 2021 

lower costs for everyday Americans?   2022 

Dr. Fiedler.  So I think the most promising change, from my perspec�ve, is the 2023 

proposals to expand transparency which I think would help PBMs' clients get a beter deal 2024 

from PBMs.   2025 

You know, this is probably most important for employers, and my view is that over 2026 

the long run, employers would pass some of those savings along as wages, lower 2027 

premiums, or beter benefits --  2028 

Ms. Ocasio-Cortez.  And we have seen this at work even, you know, with hospital 2029 

provisions, forcing a litle bit more transparency.  We have seen costs go down when 2030 

there is actual disclosure around what is going into these prices.   2031 

Now, this bill was almost passed on December 17th, within a bigger package to 2032 

prevent the government shu�ng down.  It has all of our support.   2033 

For folks following at home, Republicans supported it, Democrats supported it.  2034 

So why isn't this moving?  It is not because there is no substance for it.  All four 2035 

witnesses tes�fying today are in support of it.  Republicans are in support.  Democrats 2036 

are in support.  So what happened?   2037 

Well, on December 17th, at 4:15 in the morning, Elon Musk began firing off a 2038 
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barrage of social media posts opposing pharmacy benefit manager reform, PBM reform.   2039 

And all of a sudden, this bill that had almost unanimous support fell apart in a 2040 

mater of hours, and the vote was postponed on that day.  A�er he tweets, it gets 2041 

cancelled.  Elon Musk tweets.   2042 

We have nearly 435 Members of Congress all on board with it.  He sends one 2043 

tweet, and all of a sudden, everyone backs off, and it kills drug pricing reform that saves 2044 

people money on their insulin, on their -- on their asthma inhalers, on everything that 2045 

they need.   2046 

And then, to kick it off, 5 days a�er he kills pharmacy benefit manager reform, we 2047 

get this tweet from Elon Musk.  "What is a pharmacy benefit manager?"  This was at 2048 

1:02 a.m. on December 31st of 2024, 5 days or so, couple days a�er he kills the bill.   2049 

So the problem here is not a substance issue.  It is not a process issue.  It is an 2050 

oligarchy issue.  It is a power issue.  And this room is where the power of the people of 2051 

the United States reside.   2052 

Whether you are a Democrat or you are a Republican, everyone here was elected 2053 

to be accountable to the people of the United States, not to be governed by tweet, but to 2054 

be governed by their duly elected representa�on.  And so we can get this done because 2055 

there are more of us than there are of him.   2056 

So I would love a commitment from our Republican counterparts, who we agree 2057 

with on this issue, to just put it on the floor and let us vote for it where there is bipar�san 2058 

agreement, and we can actually get a result for the American people by boo�ng this guy 2059 

out from poli�cal influence.   2060 

And with that, I yield back.   2061 

Mr. Bentz.  Thank you.  The chair recognizes himself for 5 minutes of ques�ons.   2062 

My State of Oregon ranks second to last in the country for access to retail 2063 
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pharmacies.  This is a problem that is not going away.  It was reported that in 2024, 36 2064 

pharmacies closed their doors.   2065 

This shortage, like almost every other healthcare shortage, is more acute in rural 2066 

areas, where o�en only a small number of pharmacies serve an extremely large area.   2067 

My district, for example, is larger than the State of Washington, and we have been 2068 

losing pharmacies, and it is leaving communi�es in desperate straits.   2069 

Mr. Wright, can you speak to how consolida�on in the PBM market and PBM 2070 

business prac�ces are impac�ng access to pharmacies in rural areas?   2071 

Mr. Wright.  Thank you for the ques�on.  I think the issue of consolida�on, you 2072 

know, we have talked about the three major PBMs that control 80 percent of the market, 2073 

but I would also like to stress not just the consolida�on -- consolida�on goes ver�cally 2074 

and horizontally.   2075 

The ability of the integra�on between insurers, PBMs, and pharmacies means that 2076 

there is a perverse incen�ve and a misaligned incen�ve for PBMs to favor the pharmacy 2077 

chain that they happen to own, which may be unrelated to cost, quality, convenience, 2078 

customer service, or any of the things that we would want good purchasing to be based 2079 

on.   2080 

It is appropriate to nego�ate over those factors.  It is not appropriate to 2081 

nego�ate -- or to be undercut by the fact that you are members of the same ownership 2082 

group.   2083 

Mr. Bentz.  As long as I am asking you ques�ons, who actually benefits from the 2084 

rebate?   2085 

Mr. Wright.  Well, to the extent that the rebate will system creates an incen�ve 2086 

for higher list prices, then that is a detriment to all of us who pay the price whether it is 2087 

pa�ents, payers, employers, union trusts, or anyone.   2088 
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To the extent that the rebate does go to the -- at least to the payer, although we 2089 

don't necessarily know what those rebates are, and that is one of the reasons why the 2090 

transparency legisla�on is so important.   2091 

Mr. Bentz.  And going to that transparency piece, you would think what would 2092 

happen as a result of total transparency?  What is the good that comes from it?   2093 

Mr. Wright.  Well, I think that the main point would be that you would -- that 2094 

both pa�ents, but in par�cular the plans, the purchasers, the payers would have a beter 2095 

idea of -- to see if there is a -- if the PBM is nego�a�ng on their behalf for the best cost 2096 

and quality to be passed through, or to get a bigger rebate on behalf of the PBM.   2097 

And that is the misaligned incen�ve that right now we have.  It is an opaque 2098 

situa�on.   2099 

Mr. Bentz.  Dr. Chancy, your family has operated an independent pharmacy for 2100 

three genera�ons.  Some say that PBMs aren't to blame for the closures of these 2101 

pharmacies and some allege that the new genera�on is simply incapable or not wan�ng 2102 

to carry on the business.  I find that not convincing.  What is your thought?   2103 

Mr. Chancy.  I totally disagree.  The PBMs are directly related to our unfair 2104 

reimbursement, and some of the tricks and games that they play are killing independent 2105 

community pharmacy.   2106 

As I shared earlier, we have lost 450 since June of 2023, and when you lose an 2107 

independent pharmacy in an area, no one is rushing back in to replace them.   2108 

So you are not just losing a drug distribu�on point, you are losing a healthcare 2109 

provider.  And in six coun�es in Georgia, that is the only healthcare provider in those 2110 

coun�es.  So it is a cri�cal situa�on.   2111 

Mr. Bentz.  Yeah, but your opinion, what is going to fix it?  Because I represent 2112 

many, many, many small communi�es, and they are losing their pharmacies.  What is 2113 
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the best thing we could do here to help?   2114 

Mr. Chancy.  Well, I think the transparent -- Chairman Carter's Transparency Act 2115 

and the no-PBM bill that you guys have worked on is a great start.  That is going to 2116 

impact 55 percent of the business that the average independent does.  It is going to do 2117 

away with the spread pricing.  It is going to increase transparency.  It is going to have a 2118 

fair reimbursement model.   2119 

And we are going to encourage CMS to put in language that is going to be relevant 2120 

and reasonable contract language so -- between the PBMs and the pharmacies.   2121 

Mr. Bentz.  What would the next step be?   2122 

Mr. Chancy.  Pass this legisla�on.   2123 

Mr. Bentz.  I am talking about a�er we pass it.  I am the op�mis�c sort.  Was 2124 

there something next that you would like us to do?   2125 

Mr. Chancy.  Well, I think then next we need to tackle the commercial market.   2126 

Mr. Bentz.  Thank you.  I want to thank the witnesses.   2127 

Where is our -- am I going to close out -- we got another person?  Oh, I am sorry.   2128 

Apologize for that.   2129 

The chair recognizes Congressman Veasey for 5 minutes.   2130 

Mr. Veasey.  Thank you, Mr. Chairman, and I want to thank the witnesses for 2131 

being here today.   2132 

And like some of the other members have already stated, we had a great 2133 

opportunity last year to really put in some good bipar�san PBM reforms, but for whatever 2134 

reason, my Republican colleagues caved to the president of many large companies here in 2135 

the U.S. and the world.   2136 

Everyone knows who the president of those companies are.  That is Elon Musk.  2137 

And President Elon Musk tweeted his disapproval and suddenly Republicans, who had 2138 
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been nego�a�ng in good faith, decided that they were just going to walk away because 2139 

President Musk said that we shouldn't stand up for the American people.   2140 

And so we backed down, and it is really sad because there are a lot of pa�ents 2141 

around this country that are really coun�ng on us to do something about this issue.   2142 

And so, Dr. Fiedler, let me ask you, if Republicans had kept their word and passed 2143 

these bipar�san PBM reforms last year, would they have helped reduce the high cost of 2144 

prescrip�on drugs for Americans, even if it were just a first step?   2145 

Dr. Fiedler.  I think these reforms would have reduced the cost of PBM services, 2146 

and in many cases that would have translated into the savings for consumers in the form 2147 

of, you know, premiums and poten�ally, you know, in some cases at the pharmacy 2148 

counter as well.   2149 

Mr. Veasey.  Yeah, no, thank you very much.  And, look, I want to be clear.  I 2150 

support the PBM reforms, but let's not pretend that this hearing is about helping pa�ents 2151 

because it is not.   2152 

It is about Republicans trying to distract from the real agenda, and that is gu�ng 2153 

healthcare for millions of Americans so they can hand out more tax breaks to super rich 2154 

people around the country.  And, again, that is sad.   2155 

Last night Republicans passed tax cuts that will threaten the healthcare for more 2156 

than 80 million Americans who rely on Medicaid and CHIP.  And so to put that in 2157 

perspec�ve, Medicaid covers about 40 percent of all births in this country, and nearly 40 2158 

percent of all children who get their healthcare through Medicaid.   2159 

In my home State of Texas, 1 in 3 children, and 1 in 2 pregnant mothers rely on 2160 

these services through Medicaid.  And I really worry because in the district that I 2161 

represent, I have one of the highest maternal mortality health rates in the en�re country, 2162 

and we need to really take this seriously.   2163 
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And so for Mr. Wright, I wanted to ask, if Republicans succeed in this reckless 2164 

effort to gut Medicaid, what will that mean for the lives of mothers, newborn, and 2165 

children who depend on this case, and what happens when access to prenatal care 2166 

disappears, when kids can't get the medica�ons they need, and when families are le� 2167 

without op�ons?   2168 

Mr. Wright.  Thank you, Congressman.  I think you are right that we are in the 2169 

middle of a maternal mortality crisis, and just to be plain spoken, that means an 2170 

unacceptable rate of deaths of both moms and of infants.   2171 

And there is no beter way to do an investment to deal with that issue than in 2172 

Medicaid.  There is no bigger threat to that issue if Medicaid is cut severely, since it is 2173 

such an important source of funding for maternity wards, for prenatal care, for 2174 

postpartum care, and for children in those early development stages, and through their 2175 

school careers, whether it is the iden�fica�on of learning disabili�es and the ability for 2176 

them to get in school and stay in school, whether it is the ability of those families to be 2177 

financially whole and not face -- you know, be one emergency away from financial ruin.   2178 

So these are very core programs, and, again, these are -- and it has an impact on 2179 

obviously those folks who have Medicaid coverage, but for a lot of -- but it has ripple 2180 

effects through the healthcare system that we all depend on as well.   2181 

Mr. Veasey.  Yeah, yeah, and, you know, and I don't want to get off topic here, 2182 

but with so much of the country really focused on immigra�on issues, and we never talk 2183 

about how the fer�lity rates in this country have played a role in that.   2184 

I don't know why people want to make these maternal mortality rates even higher 2185 

by not doing something like tackling some of these PBM reforms, and, again, taking the 2186 

word from, you know, President Elon Musk.  That is the president of several companies.  2187 

I don't understand why we are not doing anything and standing up to these billionaires.   2188 
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So with that, Mr. Speaker, thank you, and I yield back the balance of my �me.   2189 

Mr. Carter of Georgia.  [Presiding.]  The gentleman yields.  The chair now 2190 

recognizes the gentleman from Texas, Representa�ve Crenshaw, for 5 minutes of 2191 

ques�oning.   2192 

Mr. Crenshaw.  Thank you, Mr. Chair.  Thank you all for being here on this 2193 

important issue on PBMs.   2194 

You know, PBMs are created to control costs, but we con�nue to see rising drugs 2195 

prices that increase pa�ents' out-of-pocket expenses.   2196 

Mr. Gremminger, we hear a lot about the difference between list price and net 2197 

price, but what is missing from that conversa�on is who benefits from that gap.   2198 

From your perspec�ve, are PBMs primarily ac�ng as a cost-control intermediary, 2199 

or have they posi�oned themselves as profit centers instead?   2200 

Mr. Gremminger.  I think at this point they are unques�onably profit centers.  A 2201 

high list, high rebate model tends to benefit both the PBMs and the drugmakers.   2202 

Mr. Crenshaw.  Yeah.  And there is an argument that the business model relies 2203 

on complexity, that the more opaque pricing is, the easier it is to extract revenue from 2204 

mul�ple players.   2205 

Do you think PBMs would func�on the same way if drug pricing were fully 2206 

transparent?  Would we see a fundamental shi� in how they operate?  2207 

Mr. Gremminger.  That is certainly my hope, and I think this legisla�on creates a 2208 

founda�on for that, to create a fundamental shi� in the way that we price drugs in the 2209 

commercial market.   2210 

I think there is no ques�on that the reason that we see both high list prices and 2211 

ul�mately high net costs is because of the complexity, the opacity, and the fact that, you 2212 

know, the producers of drugs and the people who control the drugs are making quite a 2213 
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bit of money, whereas the people who are actually purchasing the drugs -- employers, 2214 

purchasers, working families -- are paying more.   2215 

Mr. Crenshaw.  Yeah.  And we know that formularies, you know, the list of 2216 

covered drugs, drive prescrip�on drug u�liza�on and that PBMs have significant control 2217 

over which medica�ons pa�ents can access.   2218 

To what extent do you think rebate-driven formulary placement distorts the 2219 

market, par�cularly when it comes to generics and biosimilar adop�on?   2220 

Mr. Gremminger.  I think there is a very heavy distor�on.  As we see in drug 2221 

formularies prety commonly, a higher priced, you know, less effec�ve, or just equally 2222 

effec�ve drug placed at the base of a formulary because it is heavily rebated, because 2223 

they may be able to tack on higher fees, and then ironically pa�ents actually have to go 2224 

through some sort of medica�on management to sort of get through the more expensive 2225 

drug before they can get access to the cheaper drug.   2226 

It is implicit in the way that the model is currently built, func�oning on kind of the 2227 

rebate structure.   2228 

There are employers that have worked to try to eliminate wasteful drugs in their 2229 

formularies.  They have created what is called a waste-free formulary and have seen 2230 

millions of dollars in savings.   2231 

It is difficult to do, and it requires a very aggressive employer who has access to 2232 

their formularies and can nego�ate with PBMs.   2233 

In most cases, employers tend to just take the formula that they are handed to 2234 

them by their PBM which, as we know, is heavily distorted.   2235 

Mr. Crenshaw.  And, you know, PBMs argue that these rebates do help lower 2236 

overall costs, but they also choose not to cover list price alterna�ves such as generic and 2237 

biosimilars.   2238 
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Can you speak to whether PBMs are truly considering pa�ent costs or outcomes in 2239 

these decisions or if it is all financial?   2240 

Mr. Gremminger.  You know, I hate to comment too much on what they are 2241 

intending to do, right?  We know what the outcomes are.  So the outcomes are 2242 

certainly higher profits for the PBMs.   2243 

We know that pa�ents o�en are asked to pay the out-of-pocket costs associated 2244 

with a higher list price or higher priced drug before they are given access to a lower cost 2245 

alterna�ve.   2246 

We know that the impact of that is lower u�liza�on, more people ge�ng sick, 2247 

people not being able to afford the drugs that they need.   2248 

We heard the story at the very beginning of this about a pa�ent who ended up in 2249 

the hospital because of a change in the formulary based on a PBM.   2250 

I don't want to suggest that I know what is in the heads of the folks that run PBMs, 2251 

but I know that certainly the end point is higher profits for PBMs and less access for 2252 

pa�ents.   2253 

Mr. Crenshaw.  Thank you.   2254 

Mr. Fiedler, there has been growing scru�ny of how PBMs interact with ver�cally 2255 

integrated health plans and specialty pharmacies.  In your view, do these integra�ons 2256 

ul�mately help pa�ents, or are they reinforcing market dominance in ways that limit 2257 

compe��on and drive up costs?   2258 

Dr. Fiedler.  So at the risk of being the sort of stereotypical two-handed 2259 

economist, I think there are tradeoffs here.  I think the concerns that they are steering 2260 

business par�cular to their own pharmacies, and that that is, over �me, giving them a 2261 

dominant posi�on in the pharmacy market, is a real one.   2262 

I think there is also opportuni�es to use an affiliated pharmacy to skirt medical 2263 
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loss ra�o rela�onships in cases where the insurer, the PBM, and the pharmacy are all part 2264 

of the same en�ty.   2265 

On the other hand, I think there are instances where it is legi�mately more 2266 

efficient for a PBM to deliver drugs through its own pharmacy in terms of the cost of 2267 

processing claims or managing u�liza�on.   2268 

It may also allow the PBM a sort of way out around market power held by some 2269 

outside pharmacies.   2270 

So I think there are real tradeoffs here, and honestly, from my perspec�ve, the 2271 

evidence is not clear on what the net effect is.   2272 

Mr. Crenshaw.  Okay.  Appreciate that, and I yield back.  Thank you.   2273 

Mr. Carter of Georgia.  The gentleman yields back.  The chair recognizes the 2274 

gentleman from Ohio, Representa�ve Landsman for 5 minutes of ques�oning on PBM 2275 

reform.   2276 

Mr. Landsman.  Thank you, Mr. Chair.  The biggest issue that we are all 2277 

wrestling with, or should be wrestling with, is the cost of everything, including 2278 

prescrip�on drugs and healthcare.   2279 

And in an ideal world, we get to a place where we are reducing costs and saving 2280 

taxpayers money, that we are reducing the cost of, let's say, Medicare.   2281 

And so with the PBM reforms, one of the bills was our bipar�san bill that would 2282 

require transparency in the transac�ons that PBMs have with Medicare so that they are 2283 

buying at one price and selling to Medicare at another, that we have full transparency.   2284 

Ul�mately that money has to go to Medicare, the savings, should go to Medicare 2285 

and to seniors.  And it would save Medicare tens of millions of dollars, seniors ul�mately 2286 

tens of millions of dollars.   2287 

And thanks to Chairman Carter and other Republicans on this commitee, and 2288 
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Democrats, there was an incredible package of PBM reforms.  And it sat there.   2289 

We talk a litle bit about what happened at the end, but there was this long period 2290 

of �me where it was supposed to come to the floor, and it was going to be up for vote -- a 2291 

full vote.   2292 

Because it passed, as I men�oned to the chairman yesterday, because of his hard 2293 

work -- and I mean this -- he is so passionate about this and an incredible leader on these 2294 

reforms which will save people tons of money and will save taxpayer money -- that it sat, 2295 

you know, in this Congress for, I don't know, 6, 7, 8 months -- and people watching at 2296 

home should know that we come up here every week.  We vote for 4 days.  We vote 2297 

on, like, three bills.   2298 

Even though when we went on break for the elec�on, I looked it up, there was 2299 

698 bills that had passed out of commitee, including all of the PBM reforms.  So why 2300 

didn't it come to the floor?   2301 

They get it in the final package, the final spending package, and then, yes, 2302 

Elon Musk says I don't like it.  He raises the ques�on, what is a PBM.  It is a middleman.  2303 

It is the companies that buy and sell prescrip�on drugs on behalf of providers including 2304 

Medicare.   2305 

And it gets cut.  And so we can blame Musk, but it was also the Speaker and 2306 

others who said we are going to take it out of the bill.   2307 

And my frustra�on is -- because this is a hearing on PBM reform -- is this larger 2308 

issue with commitees, including this one, and incredible work from the chairman and 2309 

others, and it just never goes to the floor.   2310 

The one big thing that we passed last year at the end of the year was the Social 2311 

Security Fairness Act because we forced a vote.  We had to force a vote with a discharge 2312 

pe��on.   2313 
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And so I know that Ms. DeGete men�oned the idea of a suspension vote.  I 2314 

would also men�on that a discharge pe��on, whatever it takes.   2315 

We have so much compelling evidence that these reforms will fundamentally 2316 

improve people's lives.  It will save people money.  At a �me when people are 2317 

struggling to pay their bills including the cost of healthcare and prescrip�on drugs, why 2318 

wait another day?   2319 

Put the package back together, put it on the floor, force a vote if we have to.  But 2320 

I think that is where we are, so that nobody can stand in the way and say, Well, this guy 2321 

didn't like it, or, you know, maybe next �me.   2322 

It is just, I do believe that this is one of those moments where the policy is right, 2323 

people are desperately in need of help, and we should do everything in our power to get 2324 

this thing done.  And I just, I stand with the chairman and the ranking member in making 2325 

sure that we are doing everything in our power.   2326 

I will say, in my final minutes -- or seconds, that Mr. Pallone makes a very 2327 

important point, which has been brought up many, many �mes, which is, even if we 2328 

pass -- we have to pass the PBM reform, but it will only help people who have healthcare.   2329 

And if this body decides that it is going to take healthcare away from millions of 2330 

people in order to pay for tax cuts for big corpora�ons and billionaires, they have failed.   2331 

And so we have to do everything in our power to make sure that doesn't happen, 2332 

that we get the PBM reforms done, and we ensure that there isn't a single dollar cut to 2333 

people's healthcare.   2334 

And I yield back.   2335 

Mr. Carter of Georgia.  The gentleman yields.  The chair now recognizes the 2336 

gentleman from Michigan, Representa�ve James, for 5 minutes of ques�oning.   2337 

Mr. James.  Thank you, Mr. Chairman.   2338 
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Something actually just came back which is germane to this conversa�on.  I 2339 

would actually lead with this.  Let me back this back up.  I am sure you will be able to 2340 

recognize the voice.   2341 

[Audio recording played.] 2342 

Ms. DeGete.  Mr. Chairman, I have to object to the playing of -- I have to object 2343 

to this.   2344 

Mr. James.  You have to object to the words of the President because you don't 2345 

agree with it?   2346 

Ms. DeGete.  No, sir.  I have to object --  2347 

Mr. James.  I am reclaiming my �me, Mr. Chairman.  I am reclaiming my �me.   2348 

I want to correct the record for all of my Democrat colleagues who are 2349 

fearmongering, that right now the President of the United States just stated that we are 2350 

not going to be touching Social Security, Medicare, Medicaid.  This is directly from the 2351 

President of the United States, from his lips.   2352 

So what we are here to do is increase accessibility.  What we are here to do is 2353 

lower costs.  What we are here to do is increase quality and get rid of waste, fraud, and 2354 

abuse, and part of that is making sure that PBM reform comes.   2355 

I appreciate the opportunity to speak and dispel the rumors and the 2356 

fearmongering.  Donald Trump's elec�on signaled that the status quo is failing the 2357 

American people.   2358 

For decades, healthcare costs have soared while access and quality have declined.  2359 

Enough is enough.  PBMs have been accused of exploi�ng opaque prac�ces to drive up 2360 

costs for Michigan families.   2361 

We need reforms in order to enable transparency.  In fact, the President of the 2362 

United States just signed transparency reform EO.   2363 
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Are you telling me right now President Biden couldn't have done that for the past 2364 

4 years.   2365 

President Trump has done it in the first 60 days.  And we are con�nuing to pass 2366 

rules, through the last Congress, and working on this one, to make sure we get PBM 2367 

reform done.  Increasing transparency.   2368 

So in the 3 minutes that I have here, I would like to hear from our friends across 2369 

who come -- thank you for your �me.   2370 

A study analyzing nearly two million generic prescrip�ons dispensed to Michigan 2371 

Medicaid-managed care beneficiaries between Q1 2016 and Q1 2018, revealed that PBMs 2372 

overcharged the State's Medicaid program by at least $64 million through spread 2373 

pricing -- overcharged.   2374 

During this period, the spread margin on oral solid generic drugs escalated from 2 2375 

percent to 34 percent of managed-care costs, while pharmacy margins over the na�onal 2376 

average drug acquisi�on costs decreased by 50 percent.   2377 

By Q1 2018, pharmacies were reimbursed an average of only 0.49 cents above 2378 

NADAC per prescrip�on, equa�ng to just 5 percent of Michigan's es�mated $10.64 2379 

dispensing cost per prescrip�on.   2380 

These prac�ces have raised concerns about their detrimental effects on pa�ent 2381 

access to care and the financial viability of independent pharmacies.   2382 

Given this context, how have PBM prac�ces, such as spread pricing, rebate-based 2383 

formularies, pa�ent steering to affiliated pharmacies, and administra�ve fees impacted 2384 

your ability to see pa�ents?   2385 

Mr. Gremminger, Mr. Chancy, Dr. Fiedler, Mr. Wright, thank you for your �me.  2386 

We have a minute and a half.  If any one of you would like to jump in, I would appreciate 2387 

it.   2388 
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Mr. Chancy.  Well, I agree with you a hundred percent.  We have to stop 2389 

steering, and we have to -- we have to have access, but as long as they con�nue to be 2390 

able to pay themselves different than they are paying community pharmacies, it is just an 2391 

unlevel playing field, and it is not sustainable for the community pharmacies.   2392 

Mr. James.  Thank you.   2393 

Mr. Gremminger.  Congressman, thank you for your ques�on.  I will say that 2394 

certainly I know that banning pa�ent steering in the Medicare discussion is here.   2395 

We would oppose anything that requires plan sponsors to open up their pharmacy 2396 

networks and treat sort of any willing pharmacist -- or provide care at any willing 2397 

pharmacist.  We believe it is the role of plan sponsors, employers, and purchasers to 2398 

iden�fy what the lowest net cost is -- place to provide, whether it is care or prescrip�on 2399 

drugs.   2400 

O�en that is at a community pharmacy because of the distorted markets, and we 2401 

see that PBMs are charging a lot more for mail order pharmacies.  But in the end, we 2402 

want to make sure that we maintain that flexibili�es and a free market.  2403 

Mr. James.  Thank you.   2404 

Mr. Wright.  I would align myself with Mr. Gremminger on this.  I mean -- but 2405 

the reason we support the transparency reforms that we are talking about in this 2406 

commitee is because we need much more sunlight on even what these processes are, 2407 

what the problems are, and what the misaligned financial incen�ves are that actually 2408 

create all these perverse problems.   2409 

But I think with that, then we can have a beter ability to then have -- one of the 2410 

congressmembers men�oned what is next.  I think that the transparency would inform 2411 

addi�onal reform with regard to dealing with these abuses.   2412 

Mr. James.  Thank you.   2413 
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Mr. Chairman, I am out of �me.  I look forward to working with my colleagues on 2414 

both sides of the aisle to priori�ze the American people and not our own poli�cal 2415 

differences.  Thank you.   2416 

Mr. Carter of Georgia.  Thank you.  The gentleman yields.  The chair now 2417 

recognizes the gentleman from New Jersey, Representa�ve Kean, from New Jersey for 2418 

5 minutes of ques�oning.   2419 

Mr. Kean.  Thank you, Mr. Chairman, and thank you to our witnesses here today.   2420 

I am interested in hearing how we can change the dominant PBM model to beter 2421 

help pa�ents in New Jersey and across the country.   2422 

Mr. Chancy, last year, a New York Times inves�ga�on highlighted the experience 2423 

of a 77-year-old New Jersey man, Joseph Kaplan, had with America's opaque pharmacy 2424 

benefit system.   2425 

Mr. Kaplan explained the scenario where his preferred pharmacy was integrated 2426 

with a PBM -- Express Scripts.  They told him that he could receive a 3-months' supply of 2427 

his drug for $186.   2428 

However, a�er his own research, Mr. Kaplan discovered that Costco, a 2429 

nonpreference pharmacy, could provide the 3-month prescrip�on for $56.  Mr. Kaplan 2430 

concisely described this scenario -- it is just nuts.   2431 

First, can you explain to us how our current system allows for such a confusing 2432 

scenario for pa�ents?   2433 

Mr. Chancy.  Well, I think that it is -- one of our pharmacies is located next to a 2434 

CVS, and many �mes we will not be able to fill the medica�ons at our pharmacy.  We 2435 

will have to send them to another pharmacy.   2436 

As long as the PBMs are going to con�nue to be in the game with us, it is going to 2437 

be unfair.  And I will equate it to this.  It is almost like Walmart telling Target who can 2438 
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do business with them and what prices they can charge.  That is the environment that 2439 

we are in right now.   2440 

And everybody would say, well, that is ludicrous.  Well, that is our world.  That 2441 

is where we are at.  Un�l we make some changes there, we are going to con�nue to 2442 

have these problems.   2443 

Mr. Kean.  And so how does the reform measure that we are working to get 2444 

through this commitee and pass the Congress on a bipar�san basis help Medicare 2445 

pa�ents like Mr. Kaplan?   2446 

Mr. Chancy.  Well, with transparency.  Start with transparency and elimina�ng 2447 

the spread pricing.  The 3-Axis Advisor study talks about that the PBMs are paying 2448 

themselves 35 �mes higher than they are paying independents for prescrip�ons.  That is 2449 

ridiculous.  And that is on mail order.   2450 

But they are paying themselves that much more than we are ge�ng paid in the 2451 

community.   2452 

Even in the State level, from the bricks and mortar stores, some�mes they will get 2453 

paid $50 to $100 more a prescrip�on than they are paying us.  And that is just -- we 2454 

need a level playing field.  We need a fair, equitable reimbursement model, and we 2455 

need transparency, and we need to eliminate the spread pricing.   2456 

Mr. Kean.  Okay.  And are there any other further ac�ons, as we are looking at 2457 

reforming this en�re ecosystem, that you would encourage Congress to look at to 2458 

improve our current pharmacy benefit program for pa�ents?   2459 

Mr. Chancy.  I think the legisla�on that Representa�ve Harshbarger talked about 2460 

earlier would address a lot of the issues that we are talking about, and I look forward to 2461 

that ge�ng more progress as well.   2462 

Mr. Kean.  Thank you.   2463 
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I now want to discuss how many PBMs' current rebate model incen�vizes high list 2464 

prices for drugs.  In this model, many drug manufacturers offer high list prices so that 2465 

they can provide a greater discount demanded by their PBM through a rebate.  The 2466 

manufacturer does this to get a beter place on insurance plan's formulary.   2467 

This can also result in less favorable formulary placement of cheaper generic 2468 

drugs, or biosimilars, which is concerning because these products are some of the most 2469 

�me-tested tools to lower drug prices through compe��on.   2470 

Dr. Fiedler, could you explain how PBMs' current prac�ces may limit market 2471 

penetra�on of these FDA-approved generic and biosimilar products and how this lack of 2472 

compe��on affects the drug prices paid by pa�ents?  2473 

Dr. Fiedler.  So I think it is reasonable to worry that PBMs some�mes favor highly 2474 

rebated drugs over low-priced drugs even when that is not in the payer's interest.  And I 2475 

think, you know, biosimilar entry is one place where that could have consequences.   2476 

I will say that I think where this is happening, the main issue is not necessarily 2477 

always self-dealing by the PBMs, but frankly it is the manufacturer who is insis�ng on 2478 

some of these types of arrangements that can then put both the PBM and the payer in a 2479 

difficult circumstance where they have got a lot of pa�ents on the reference product, and 2480 

moving those pa�ents over is going to be very expensive.   2481 

So I think this is a place where frankly there is a lot of blame to go around, and, 2482 

you know, the PBMs' incen�ves can be misaligned here, but ul�mately the manufacturers 2483 

are, you know, working prety hard to protect their market posi�on as well, and they 2484 

need to be part of this conversa�on as well.   2485 

Mr. Kean.  Okay.  Thank you.  I yield back.   2486 

Mr. Carter of Georgia.  The gentleman yields.  The chair now recognizes the 2487 

gentlelady from --  2488 
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Mrs. Trahan.  Massachusets.   2489 

Mr. Carter of Georgia.  -- Massachusets, of course --  2490 

Mrs. Trahan.  Thank you, Mr. Chairman.   2491 

Mr. Carter of Georgia.  -- Representa�ve Trahan for 5 minutes of ques�oning on 2492 

PBM reform.   2493 

Mrs. Trahan.  Yes, absolutely.  Thank you, Mr. Chairman.  Thank you to all the 2494 

witnesses today.   2495 

As many of my colleagues have already stated, this commitee spent the past 2 2496 

years working across the aisle to cra� a bipar�san package of cri�cal health bills, including 2497 

long overdue PBM transparency reforms.   2498 

A�er months of nego�a�ons, careful policymaking, we put forward a package that 2499 

would lower costs, increase transparency, and strengthen healthcare for families across 2500 

the country.   2501 

But one tweet from Elon Musk killed that bill because it was, in his view, too long.  2502 

How embarrassing.  The idea that a billionaire's unserious, off-handed social media post 2503 

could derail 2 years of serious, bipar�san work, work that would have improved 2504 

healthcare access and affordability for millions, is just a shameful indictment of the way 2505 

my Republican colleagues operate.   2506 

One of the policies caught in the crossfire was my bill, the Accelera�ng Kids' 2507 

Access to Care Act, which would make it easier for children on Medicaid to cross State 2508 

lines for life-saving care that they need without delay.   2509 

That policy, a straigh�orward and necessary fix, was sacrificed because my 2510 

Republican colleagues chose to cave to the whims of a billionaire instead of protec�ng 2511 

vulnerable kids.   2512 

And it is even more infuria�ng when you consider that the pay for to support this 2513 



  

  

109 

good policy was a ban on spread pricing in Medicaid, a prac�ce that allows PBMs to 2514 

siphon off taxpayer dollars that should be going to pa�ent care.   2515 

Let's be clear.  This is part of a much larger assault on Medicaid.  Just last night 2516 

with their budget resolu�on vote, House Republicans went on the record in favor of 2517 

cu�ng $880 billion from Medicaid.  That goes far beyond targe�ng waste, abuse, and 2518 

fraud.   2519 

Those are the cuts that will rip coverage away from families, children, postpartum 2520 

moms, seniors in nursing homes, and kids with disabili�es.   2521 

So while we sit here talking about PBM transparency and Medicaid reform, let's 2522 

not lose sight of the bigger picture here.  There are people in this room who just voted 2523 

to gut the very program that they claim to want to strengthen.  Just unacceptable.   2524 

And I know I will be joined with my colleagues on this side of the aisle.  We won't 2525 

stop figh�ng to protect the kids and families who rely on Medicaid for their care.   2526 

And while I am pleased that strengthening Medicaid to help kids cross State lines 2527 

more easily has bipar�san support, I am concerned with the deep cuts to the program 2528 

and how they will undermine its impact if States are forced to scale back their Medicaid 2529 

programs.   2530 

This policy would become meaningless.   2531 

Dr. Fiedler, as we have seen with last night's budget resolu�on vote, House 2532 

Republicans are pushing for nearly $880 billion in Medicaid cuts.  If these cuts go 2533 

through, what would that mean for families already struggling to access care?   2534 

Dr. Fiedler.  Broadly you are going to see States facing two hards choices, right?  2535 

They can either raise taxes and cut elsewhere in their budget, whether that is educa�on 2536 

or transporta�on or public safety.   2537 

Or they can say, we are going to cut our Medicaid programs.  And, you know, 2538 
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that is going to mean their op�ons are, they can cut enrollment, they can narrow what 2539 

services Medicaid covers.  They can put in more u�liza�on restric�ons like prior 2540 

authoriza�on, or they can pay providers less.   2541 

And all of those things, we know, reduce access to care, and where people are 2542 

becoming uninsured, we know that impairs financial security as well.   2543 

And I think this is all in the context where we know Medicaid is a fairly s�ngy 2544 

payer, certainly rela�ve to private insurance and typically relevant to Medicare as well 2545 

and, you know, that Medicaid beneficiaries already enjoy worse access to care than 2546 

people with many other forms of coverage.   2547 

Mrs. Trahan.  Thank you.  And one of the policies in our bipar�san package was 2548 

a ban on spread pricing in Medicaid.  Can you explain how banning spread pricing could 2549 

free up resources to strengthen Medicaid and, in turn, help policies like the Accelera�ng 2550 

Kids' Access to Care Act, ensure children can cross State lines for the care that they need 2551 

without delay?   2552 

Dr. Fiedler.  So I think the hope is that banning spread pricing, you know, reduces 2553 

the cost that States are bearing in their PBM or managed-care contracts.   2554 

I think, you know, I have expressed concerns elsewhere in my tes�mony that 2555 

PBMs may try to get some of that back in other ways, but I think this is a place where 2556 

because of the medical loss ra�o requirements that apply, that this type of requirement 2557 

may actually generate some savings for the ul�mate payer, and obviously policymakers 2558 

could use those funds in a variety of ways.   2559 

Mrs. Trahan.  Thank you.  I mean, at the end of the day, Medicaid is a lifeline 2560 

for millions of children, families, and vulnerable Americans, and we have a responsibility 2561 

to strengthen it, not dismantle it at the whim of the special interests of a billionaire.   2562 

So I hope my colleagues will reconsider the harms these cuts would cause and 2563 
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work to help us protect and improve access to care.   2564 

Thank you.  I yield back.   2565 

Mr. Carter of Georgia.  The gentlelady yields.  The chair now recognizes the 2566 

gentlelady from Florida, Representa�ve Castor, for 5 minutes of ques�oning on PBM 2567 

reform.   2568 

Ms. Castor.  Thank you very much, Mr. Chairman, and thank you to the witnesses 2569 

for being here today.  I strongly support PBM reform.  I think it is vital and necessary 2570 

and urgent, but I have to say that today families are scared, and they are reeling because 2571 

they know what is coming.   2572 

We had a debate yesterday in this commitee for about 12 hours as they debated 2573 

on the floor of the House.  As Republicans march forward with dras�c cuts to the health 2574 

and well-being of families across this country, Medicaid health services are in the bull's 2575 

eye.   2576 

Medicaid, of course, is the largest provider of health services for children, for all of 2577 

our neighbors with disabili�es or complex condi�ons, for our older neighbors in long-term 2578 

care.   2579 

And why gut this and rip coverage away?  To provide tax cuts to the wealthiest 2580 

people in this country.   2581 

I just -- it is just really hard to be -- to hear this debate, because I don't think this 2582 

should be much of a debate.   2583 

What they are saying is that this commitee will come back in a couple weeks and 2584 

try to take out $880 billion from the health of our families.  That is going to hurt kids, 2585 

and frankly when all of us hope that -- you know, I hear from my community pharmacists, 2586 

and they are on a shoe string.2587 
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 2588 

RPTR MCGHEE 2589 

EDTR HUMKE 2590 

[1:00 p.m.]   2591 

Ms. Castor.  This is all -- this all comes on the heels of what we saw happen at the 2592 

end of last year, because we worked so hard on this bipar�san package.  And what 2593 

happens, and I know you have heard it from a number of my colleagues today, but it is 2594 

just simply not acceptable to allow Elon Musk to come in at the 11th hour and throw a 2595 

wrench into our bipar�san work that would have reined in the PBMs and said we need 2596 

more transparency, we need more part D delinking, we need a ban on spread pricing.   2597 

And unfortunately, the House Republicans reneged on the agreement, so you can 2598 

see why we are kind of exercised today, why we are so concerned about it.   2599 

But I am par�cularly concerned about what this means for the health of the 2600 

na�on.  When you start to say to children and families that you are not going to be able 2601 

to see the doctor that you need and get the care that you need.  This is so fiscally 2602 

unwise, too, because it is prety inexpensive to take care of a child, to take care of a child 2603 

early and provide the healthcare that they need.   2604 

And don't just take it from me.  Take it from the independent Congressional 2605 

Budget Office.  They say childhood health coverage leads to higher future earnings and 2606 

more produc�vity.  This is why all Americans should be concerned about the gu�ng of 2607 

this important pillar of the health of the Na�on.   2608 

Because when you start to deny children access to the doctor's office and early 2609 

wellness, that means that they are not going to be as successful in life.  CBO says that 2610 

outside of the financial benefits, the posi�ve effects of healthcare are extensive.   2611 

Mr. Wright, is it smart and fiscally wise to -- not to provide healthcare to America's 2612 
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kids?  And what do you think is coming?   2613 

Mr. Wright.  I mean, I think -- I mean, there is several economic -- if we're talking 2614 

about the economics, there is several economic impacts to these cuts.  There is ones 2615 

just to the community as a whole.  Hospitals, health systems are typically the largest 2616 

employer in the community.  If you make these cuts, it has that impact.  And the 2617 

par�cular mul�plier effect, because money spent in a community has a mul�plier effect.   2618 

Healthcare is not something you can outsource.  It is in the community.  It 2619 

circulates in the community.  A cut would have a redounding effect in that community 2620 

economically.  To those individual families, obviously, as Mr. Fiedler said, part of the 2621 

healthcare coverage is about making sure people have access to care, but par�ally just 2622 

keeping the family financially whole and not facing huge bills that come with everything 2623 

from childbirth to chronic condi�ons to an emergency.   2624 

Ms. Castor.  And the cost of living certainly is a primary issue in the lives of 2625 

Americans right now.   2626 

Mr. Wright.  That's right.  2627 

Ms. Castor.  Is that going to -- is targe�ng Medicaid to give tax breaks to 2628 

billionaires going to help the average person?   2629 

Mr. Wright.  I mean, the loss that people will have individually will be -- will be 2630 

much greater because of the financial instability that comes without having health 2631 

coverage.   2632 

Ms. Castor.  I agree.  Thank you very much.   2633 

Mr. Wright.  Thank you.   2634 

Mr. Carter of Georgia.  The gentlelady yields.  I believe that is it for ques�oning 2635 

today.  I want to thank all of our witnesses again for being here today.  Members may 2636 

have addi�onal writen ques�ons for you all.  I will remind members that they have ten 2637 
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business days to submit ques�ons for the record, and I ask the witnesses to respond to 2638 

the ques�ons promptly.  Members should submit their ques�ons by the close of 2639 

business on March 12th.   2640 

I also ask unanimous consent to insert into the record the documents included on 2641 

the staff hearing documents list.  Without objec�on, that will be the order.  And 2642 

without objec�on, this subcommitee is adjourned.  2643 

[Whereupon, at 1:04 p.m., the subcommitee was adjourned.] 2644 


