
              

  

Two Woodfield Lake 

1100 E. Woodfield Road, Suite 350 

Schaumburg, IL 60173 

Phone: (847) 619-4909 

Website: atapadvocates.com 

February 7, 2018 

 

House Commerce and Consumer Affairs Committee 

Attn: Honorable Representative John Hunt 

Chair, House Commerce and Consumer Affairs 

107 North Main Street 

Concord, NH 03301 

 

Re: Support of HB 1529 – Pharmacy Benefit Managers Transparency 

 

Dear Chairman Hunt, Vice Chairman Biggie, and Committee Members: 

 

On behalf of the Alliance for Transparent and Affordable Prescriptions (ATAP), I am writing to 

express our support for and the importance of HB 1529, a bill that seeks to increase transparency 

for pharmacy benefit managers (PBMs) by requiring them to annually disclose the amount of 

rebates and discounts received from prescription drug manufacturers.  

 

The Alliance for Transparent and Affordable Prescriptions (ATAP) consists of nineteen patient 

and provider groups who are concerned about the role PBMs play in the rising cost of drugs and 

reduced patient access to affordable treatment. PBMs are third-party entities that are hired by 

insurers and health plan sponsors to manage and administer prescription drug benefit plans.  They 

essentially act as middlemen between insurers, drug manufacturers, and pharmacies and thus have 

a uniquely central role in the drug market, handling everything from setting patient copayment 

amounts to determining which drugs are covered by which health plans.  

 

Among other functions, PBMs use their intermediary position to negotiate rebates and retroactive 

discounts with pharmaceutical manufacturers in exchange for including the manufacturer’s drug 

on the PBM’s tiered formulary, or the list of approved drugs that the PBM will cover in full or 

part. A drug’s tier placement determines the level of coverage it will receive and therefore how 

much it will cost patients out-of-pocket and what restrictions are placed on it. PBMs claim to pass 

a portion of the rebates and discounts they get from manufacturers back to the insurers to help 

drive down costs for patients, but due to the opaque nature of their contracts, most of these funds 

appear to go to their bottom line.  Unfortunately, there is very little transparency surrounding 

PBMs and their role within the delivery system, nor are there any requirements to pass negotiated 

savings onto payers or patients. 
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HB 1529 seeks to increase transparency within the system by requiring insurance carriers and 

PBMs to annually disclose to the Insurance Commissioner the amount rebated from manufacturers 

for the 25 prescription drugs as determined by the Commissioner.  The bill further specifies that 

the Commissioner analyze the findings based on the disclosed information including populations 

served, demographics of those receiving rebates, types of medication and diagnoses impacted, and 

the cost of medications with and without rebates. 

 

While ATAP believes that HB 1529 will help shine a much needed light on PBMs and the rebate 

system, we are nevertheless concerned that the bill does not go far enough in specifying the 

specific type of information PBMs must report in order for the Commissioner to have an accurate 

picture as to what is going on in reality within the system.   As explained above, PBMs appear to 

subvert a significant portion of the rebates and discounts they get from manufacturers most to their 

bottom line instead of passing them onto the insurers to help drive down costs for patients using a 

few deceptive tactics.  One such tactic is reclassification: because PBMs are typically only 

contractually obligated to pass onto plan sponsors a specified portion of manufacturer “rebates” as 

that term is defined in their contracts with the plans, PBMs exploit the non-transparent nature of 

their contract negotiations with manufacturers to reclassify a portion of the rebates received as 

“fees” and other designations, allowing them to keep a significant portion of the rebate amount as 

profit.  Because HB 1529 only requires PBMs to disclose the amount rebated for the required 

drugs from manufacturers offering rebate programs, and does not explicitly specify how that 

rebated amount is characterized or defined, ATAP is concerned PBMs will provide the 

Commissioner with an inaccurate and misleading picture.   

 

We therefore encourage the Committee to consider adding the following language by amendment 

to the bill: 

“…pharmacy benefit managers to annually disclose the following information: 

(a) The wholesale acquisition cost from a manufacturer for each drug, and the total 

number of prescriptions that were dispensed. 

(b) The amount of rebates, discounts, and price concessions that the pharmacy benefits 

manager received from manufacturers for each drug. The amount of rebates shall include 

any utilization discounts the pharmacy benefits manager receives from a manufacturer. 

(c) The aggregate amount of rebates, discounts, and price concessions that the pharmacy 

benefits manager received from each manufacturer. 

(d) The aggregate amount of rebates, discounts, and price concessions that the pharmacy 

benefits manager received from each manufacturer that were passed through to the 

covered entity, and the amount that were retained by the pharmacy benefits manager. 

(e) The aggregate amount of any fee, administrative or otherwise, received from each 

manufacturer. 
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That being said, HB 1529 is an important first step in understanding the amount of rebates that 

PBMs receive versus the amount that are passed onto plans and patients, and the impact of rebates 

on patients, both in terms of cost and access.  We therefore strongly urge the Committee to support 

this legislation and vote to pass the bill during the executive session.  

 

PBMs have a significant impact on New Hampshire patients and their ability to obtain the 

medications they need in a timely and affordable manner, and yet very little is known about their 

role.  ATAP has been working tirelessly to educate state lawmakers on this issue and the 

importance of PBM transparency legislation, and applauds New Hampshire in taking the lead in 

considering such a bill.  ATAP looks forward to working with the New Hampshire legislature and 

the Insurance Commissioner to help provide information and insight into the problematic practices 

of PBMs.  To that end, we have attached a one-pager on the PBM issue that we believe the 

Committee will find helpful in considering and analyzing the bill. 

 

In sum, the Alliance for Transparent and Affordable Prescriptions requests that you allow and 

favorably vote in support of HB 1529. Thank you for your consideration.  

 

Sincerely, 

 

  
 

Robert Levin, MD 

President, ATAP 

 

 



Sources: ERISA Advisory Council. PBM Compensation and Fee Disclosure https://www.dol.gov/sites/default/files/ebsa/about-ebsa/about-us/erisa-advisory-coun-
cil/2014ACreport1.pdf. Published November 2014. Eickelberg HC. The prescription drug supply chain black box. American Health Policy Institute. http://www.
americanhealthpolicy.org/Content/documents/resources/December%202015_AHPI%20Study_
Understanding_the_Pharma_Black_Box.pdf. Published 2015; PCMA. PBM Cost-Saving Tools. https://www.pcmanet.org/policy-issues/. Accessed January 10, 
2017; FisherBroyles. PBMs and drug pricing: Congress and major U.S. employers start to unravel the hidden pricing mechanisms of PBMs. Lexology. http://
www.lexology.com/library/detail.aspx?g=2ae6941d-65a0-4ce1-a7ad-b2031f9a4764. September 2016.

The PBM Problem 
•PBMs use position to negotiate 
contracts with Manufacturers, Health 
Plans, and Pharmacies that maximize 
profits at patients’ expense.  
•PBM Revenue Sources: spread 
pricing and rebates. 

What is a Pharmacy Benefit 
Manager (PBM)? 

•Company hired by Health Plans to 
manage drug benefit programs.   
•Act as intermediaries between Health 
Plans, Manufacturers, and 
Pharmacies. 

Spread Pricing 
•Spread: Difference between what PBM charges Health Plan for a 
given drug and what it reimburses Pharmacy for dispensing it. 

•Pharmacies don’t know what Health Plans pay PBM for a drug 
and Health Plans don't know how much PBM reimburses 
Pharmacies for dispensing it. 
•PBMs use this lack of transparency to keep spread as profit.  

 

The Rebate System 
•Rebate: Retroactive discount paid by Manufacturers to PBMs in exchange for preferred 
placement on PBM formulary. 

•Motivates PBMs to construct formularies based on rebate amounts, not patient care or 
reducing drug costs. 
•Leads to practices like step therapy, prior authorization, non-medical switching, etc.  

•Creates market pressure for list prices (higher the list price, higher the rebate). 
•Coinsurance/copay based of list price, not rebated price, so patients pay inflated amount.   

•Rebates are not always passed back to Health Plans, even though many Plan-PBM 
contracts contain rebate terms. 

•PBM is only contractually obligated to pass on “rebate” as specifically defined in contract. 
•Health Plan does not know amount of rebates PBM actually collects from Manufacturer. 
•PBMs exploit non-transparency to “reclassify” portion of rebate in Manufacturer contract 
as "fees,” which PBM keeps as profit. 

The Invisible Middlemen: 
The Impact of PBMs on Prescription Drug Costs and Access to Treatment 

 



Putting It All Together: The Drug Industry

Drug Supply Chain Drug Benefit Program The Rebate System
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