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Testimony offered on behalf of: 

EPIC PHARMACIES, INC. 
 

IN SUPPORT OF: 

HB0374 – Health Insurance – Pharmacy Benefits Managers –  

Audits of Pharmacies and Pharmacist  

 

SENATE FINANCE COMMITTEE 

Hearing:  3/29/2023 at 1:00 PM 

 

EPIC Pharmacies, Inc.  SUPPORTS HB0374 – Health Insurance – Pharmacy Benefits Managers 

– Audits of Pharmacies and Pharmacists, as amended in the House, without further 

amendments. 

 

Very few, if any, pharmacy audits in Maryland are the result of pharmacy fraud or malfeasance. In 

fact, EPIC is not aware of any audits that resulted in the removal of any Maryland pharmacies from a 

Pharmacy Benefit Manager’s (PBM’s) network. Despite what the Pharmaceutical Care Management 

Association (PCMA) might say, the purpose of pharmacy audits are not to improve patient care. 

Pharmacy audits are simply revenue streams for PBMs, auditing companies, and payers. Warfarin is 

an inexpensive prescription medication that is responsible for many unnecessary hospitalizations. 

PBMs primarily audit expensive prescriptions because those claims have a tremendous risk/ reward 

potential for the PBM, not inexpensive Warfarin.  The miniscule audit risk for the PBM is the 

hourly rate of a technician.  The cost to the pharmacy is the tremendous time burden of taking away 

a pharmacist owner or manager from direct patient care to focus on the time of the audit as well as 

the onerous and time-consuming appeals process, and obviously the loss of revenue for funds 

captured back when the patient received the correct medication and took the medication properly. 

 

HB0374 offers solutions for the following abuses and issues of the current pharmacy auditing 

environment: 

• Adds MCOs into the group of plans affected by Maryland Audit Laws. Historically, 

MCO claims were exempt from Maryland’s very reasonable audit language. To our 

knowledge. a payer or PBM had never complained that Maryland’s audit laws were 

unreasonable. 

• Allows a completed register transaction as proof of patient delivery and receipt, just like the 

chain pharmacies that own the PBM that audits them. 

• Prevents charge backs to pharmacies for days of supply rejections that result from the PBMs 

own inability to accept the correct days of supply in their computer system because of an 

unbreakable package, such as Insulin, Inhalers, and Eye Drops. 

• Prevents a PBM from looking at a pharmacies bank records, credit card receipts, and 

depository statements. Many PBMs are direct business competitors because they are 
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vertically integrated. Wouldn’t you like unfettered access to your competitors bank, 

business, and financial records?  

• Limits the number of prescriptions that may be audited to a reasonable amount. 

• Adds common sense communication and data submission requirements such as mandating 

that the auditing company or PBM have the infrastructure in place to accept HIPAA 

secure emails for the data that they request as well as phone numbers for audited 

pharmacies to speak with a live person should they have any questions. 

 

In 2008, Maryland was one of the first States to enact common sense pharmacy audit language that 

became a model for many other States. PBMs fought that original HB0257 (Chapter 262, Acts of 

2008) tooth and nail. Since its enactment, not one payer, PBM, nor auditing company has ever 

complained that our laws prevented them from conducting pharmacy audits. 

 

EPIC Pharmacies respectfully asks your FAVORABLE SUPPORT for HB0374 as amended in the 

House, without further amendments. 

 

Should the Committee require any additional information, please contact me or Dennis F. 

Rasmussen, dfr@rasmussengrp.net or 410-821-4445. 

 

Respectfully, 

 

 
 
Steve Wienner, RPh 

EPIC Legislative Committee 

Mt. Vernon Pharmacy and Mt. Vernon Pharmacy at Fallsway 

mtvernonpharmacy@gmail.com – 410-207-3052 

mailto:dfr@rasmussengrp.net
mailto:mtvernonpharmacy@gmail.com
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Hi Senators, 
 
As a pharmacist, and owner of a new, but struggling, Independent Pharmacy in Maryland, I am 
one of your constituents. We urge you to help us and our patients by supporting these bills. I'll 
briefly summarize how it helps: 
 
- HB 374 - Audit of Pharmacies: 
 
This bill offers protections to us and prevent PBMs from fraudulently auditing pharmacies (I've 
been target of audits/ DIR fees after testimony in Annapolis)- This bill provides a template for 
audits that's expands our protections while achieving PBM objectives. 
 

Respectfully, 

Dr. Howard A. Majolagbe 

Allentown Discount Pharmacy 

7069 Allentown Rd,  

Camp Springs, MD 20748 

03/28/2023 
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For more information please contact Joanna Diamond, Director of Public Policy at jdiamond@hchmd.org or at 443-703-1290. 
 

 
 
 
 

HEALTH CARE FOR THE HOMELESS TESTIMONY 
IN SUPPORT OF 

HB 374 – Health Insurance – Pharmacy Benefits Managers – Audits of 
Pharmacies and Pharmacists 

 
Senate Finance Committee 

March 29, 2023 
 
Health Care for the Homeless supports HB 374, which would strengthen Maryland's existing pharmacy audit 
laws. As amended, the bill expands the applicability of audits of a pharmacy or pharmacist to all pharmacy 
benefits managers (PBMs), including those used by Medicaid managed care organizations (MCOs). The bill 
establishes requirements and prohibitions regarding audits by pharmacy benefits managers, including 
provisions related to audit limits, the acceptance of certain documents as proof the recoupment of funds or 
charging for prescriptions of unbreakable package sizes, access to financial documentation, and audit 
documentation. 
 
PBMs often capture back funds from pharmacies for often trivial prescription deficiencies when the patient 
received the correct medication. An example might be capturing back the funds paid to a pharmacy for a 
Suboxone prescription when the physician forgot to put their X-DEA number on the prescription. A more 
robust auditing process would capture this type of action.  
 
At Health Care for the Homeless, we see one of the most vulnerable populations – individuals and families 
experiencing homelessness. Having an on-site pharmacy ensures that clients can easily access and pick up 
their medications. Ensuring the sustainability of our pharmacy partner is critical to ensuring health access for 
our patients. Strengthening the auditing process will go a long way to meeting this goal.  
 
We request a favorable report on HB 374.  
 
 

Health Care for the Homeless is Maryland’s leading provider of integrated health services and supportive 
housing for individuals and families experiencing homelessness. We work to prevent and end homelessness for 

vulnerable individuals and families by providing quality, integrated health care and promoting access to 
affordable housing and sustainable incomes through direct service, advocacy, and community engagement. 
We deliver integrated medical care, mental health services, state-certified addiction treatment, dental care, 
social services, and housing support services for over 10,000 Marylanders annually at sites in Baltimore City 

and Baltimore County. For more information, visit www.hchmd.org. 
 
 
 

mailto:jdiamond@hchmd.org
http://www.hchmd.org/
http://www.hchmd.org/
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March 29, 2023 
 
The Honorable Melanie Griffith 
Chair, Senate Finance Committee 
3 East 
Miller Senate Office Building 
Annapolis, MD 21401 
 
Re: Support for HB 374 
 
Dear Chair Griffith and Members of the Committee: 
 
The National Community Pharmacists Association (NCPA) is pleased to support HB 374, 
legislation addressing the audit practices of Pharmacy Benefit Management companies (PBMs).  
NCPA members have long been subject to egregious audit practices by PBMs in Maryland and 
elsewhere, leading to legislation being successfully enacted in 44 states to address these 
concerns.   
 
NCPA represents the interest of America’s community pharmacists, including the owners of more 
than 19,400 independent community pharmacies across the United States and more than 330 
independent community pharmacies in Maryland.  These pharmacies employed more than 4,000 
individuals and they filled nearly 21 million prescriptions in 2021, generating more than $883 
million in total sales. 
 
Pharmacists understand that audits are a necessary practice to identify fraud, abuse, and 
wasteful spending, and they are not opposed to appropriate audits to identify such issues. 
Current PBM audits of pharmacies, however, are often used as an additional revenue source 
for the PBM. PBMs routinely target community pharmacies and recoup vast sums of money 
for nothing more than harmless clerical errors where the correct medication was properly 
dispensed and no financial harm was incurred. In many instances, the PBM not only recoups 
the money paid to the pharmacy for the claim in question but also recoups for every refill of 
that claim, even if all other fills were dispensed without error. 

Maryland is not alone in recognizing the need to address abusive audit practices. In their 
2014 Final Call Letter, the Centers for Medicare and Medicaid Services (CMS) indicated their 
recognition of abusive audit practices occurring within the Part D program. CMS found that 
pharmacy audits in the Part D program were not focused on identifying fraud and financial 
harm but on targeting clerical errors that “may be related to the incentives in contingency 
reimbursement arrangements with claim audit vendors.”1 

https://www.cms.gov/medicare/health-plans/medicareadvtgspecratestats/downloads/announcement2014.pdf
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2 https://dhhr.wv.gov/bms/News/Pages/West-Virginia-Medicaid-Pharmacy-Savings-Report-is-Now-Available!-
.aspx 
3 https://www.nd.gov/dhs/info/testimony/2021/house-approp-hr/hb1012-medical-services-overview-expansion-
1-14.pdf 
4 https://lao.ca.gov/reports/2020/4161/Medi-Cal-Budget-021420.pdf 
 
 
 
 
 
 
 

 

 

Thank you for recognizing the need to enhance protections in Maryland for community 
pharmacists and pharmacies in the face of unfair PBM practices.  We ask your support for HB 
374 as amended.  Thank you for your consideration.  Please don’t hesitate to contact me at 
(703) 600-1186 or joel.kurzman@ncpa.org. 

 
 
Joel Kurzman 
Director, State Government Affairs 

https://dhhr.wv.gov/bms/News/Pages/West-Virginia-Medicaid-Pharmacy-Savings-Report-is-Now-Available!-.aspx
https://dhhr.wv.gov/bms/News/Pages/West-Virginia-Medicaid-Pharmacy-Savings-Report-is-Now-Available!-.aspx
https://www.nd.gov/dhs/info/testimony/2021/house-approp-hr/hb1012-medical-services-overview-expansion-1-14.pdf
https://www.nd.gov/dhs/info/testimony/2021/house-approp-hr/hb1012-medical-services-overview-expansion-1-14.pdf
https://lao.ca.gov/reports/2020/4161/Medi-Cal-Budget-021420.pdf
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Pharmacy Benefit Companies 101: A Primer 
March 16, 2023 

• Rx Research Corner 

Given all the recent attention around pharmacy benefit companies and prescription drug 

costs, I thought it would be helpful to create a primer of what exactly a pharmacy benefit 

company is and does. A lot of people aren’t too sure what roles pharmacy benefit 

companies play in the drug supply chain, and I’m hoping to clear some of that ambiguity 

up with a Q&A. 

What is a pharmacy benefit company? 
A pharmacy benefit company is an entity that is responsible for pharmacy benefits – the 

way you gain access to your prescription drugs – function well for more than 275 million 

people nationwide, allowing us all to access our drugs easily. Pharmacy benefit 

companies help the entire healthcare system by driving down drug costs, saving money 

for patients and health plan sponsors – those that hire pharmacy benefit companies, 

including public and private sector employers, government programs like Medicare and 

Medicaid, health insurers, and labor unions. 

Pharmacy benefit companies save health plan sponsors and patients $1,040 per person 

per year, adding up to $1 trillion over the next ten years. 

How do pharmacy benefit companies save money for health plan sponsors and 
patients? 
According to research, pharmacy benefit companies save health plan sponsors and 

patients $1,040 per person per year, adding up to $1 trillion over the next ten years. 

Much of this direct savings comes from the rebates and discounts that pharmacy benefit 

companies negotiate from drug companies and pass back to plan sponsors, who can 

choose to use the savings to make benefits more affordable or lower patient out-of-

pocket costs. Rebates function, in effect, as volume-based discounts that can best be 

negotiated when there is competition among drug companies. The use of the savings is 

fully at the discretion of the employer or plan sponsor. But pharmacy benefit companies 

do far more than just negotiate rebates. Pharmacy benefit companies provide at 

least $148 billion in value for the healthcare system every year. In addition to 

negotiating drug company rebates, pharmacy benefit companies also reduce costs and 

improve health by negotiating lower costs and higher quality from pharmacies, 

facilitating convenient mail delivery of prescriptions, promoting the use of less costly yet 

https://www.pcmanet.org/pharmacy-benefit-companies-101-a-primer/
https://www.pcmanet.org/wp-content/uploads/2023/01/The-Return-on-Investment-ROI-on-PBM-Services-January-2023.pdf
https://www.pcmanet.org/wp-content/uploads/2023/01/The-Return-on-Investment-ROI-on-PBM-Services-January-2023.pdf
https://www.pcmanet.org/pharmacy-benefit-companies-101-a-primer/
https://www.pcmanet.org/pharmacy-benefit-companies-101-a-primer/
https://www.pcmanet.org/wp-content/uploads/2023/01/The-Return-on-Investment-ROI-on-PBM-Services-January-2023.pdf
https://www.pcmanet.org/wp-content/uploads/2023/01/Pharmacy-Benefit-Managers-PBMs-Generating-Savings-for-Plan-Sponsors-and-Consumers-January-2023.pdf
https://www.nber.org/papers/w30231
https://www.pcmanet.org/wp-content/uploads/2022/07/NBER-Key-Takeaways.pdf
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equally effective generic drugs, and helping patients stay on their drugs, thereby 

avoiding serious and costly medical events.  

What are pharmacy benefit companies doing to help patients afford their 
medications? 
Pharmacy benefit companies provide affordable access to prescription drugs for 275 

million people every year, which means helping patients, clinicians, and pharmacists 

navigate more than 3.6 billion prescriptions filled annually. Without pharmacy benefit 

companies, the savings they negotiate, and prescription drug coverage, patients could 

be forced to pay drug companies’ list prices – sometimes incredibly high list prices – for 

their prescriptions. Pharmacy benefit companies have programs to help patients who 

face high cost sharing (i.e., out-of-pocket costs), including those patients who are in 

their deductible phase of coverage. This program covers a wide range of drugs used to 

treat chronic conditions like diabetes, asthma, and heart disease. For example, many 

pharmacy benefit companies cap the cost of insulin at $25 for a 30-day supply. 

How do pharmacies negotiate with pharmacy benefit companies? 
Pharmacies of all sizes work with pharmacy benefit companies and contract with 

pharmacy benefit companies for agreed-upon reimbursement rates for prescription 

drugs. These rates are based on drug acquisition costs, taxes, and other fees charged 

by the pharmacy. While independent pharmacists can choose to negotiate their 

contracts directly with pharmacy benefit companies, the vast majority choose to join a 

pharmacy services administrative organization (PSAO), which has scale and collective 

bargaining power. The PSAO marketplace is dominated by the big three wholesalers: 

AmerisourceBergen, Cardinal Health, and McKesson. Over 75% of independent and 

small-chain pharmacies contract with a PSAO owned by one of these wholesalers. 

PSAOs are powerful corporate entities, operating with virtually no state or federal 

regulation or oversight. 

Why do pharmacy benefit companies use pharmacy networks? 
Pharmacy benefit companies build pharmacy networks to allow patients access their 

prescriptions at discounted rates. Pharmacies negotiate to be in networks, offering 

discounts in exchange for network status to attract customers. They also are held to 

performance metrics that enable a high-quality experience for patients; for example, 

encouraging generic drug dispensing and patient medication adherence. Keeping 

pharmacies accountable for providing lower-cost drugs and high-quality service is an 

important tool pharmacy benefit companies use to keep the rising costs of prescription 

drugs down for patients and taxpayers. In Medicare Part D, where the use of pharmacy 

https://www.pcmanet.org/pharmacy-benefit-companies-101-a-primer/
https://www.pcmanet.org/pharmacy-benefit-companies-101-a-primer/
https://www.pcmanet.org/wp-content/uploads/2023/01/The-Return-on-Investment-ROI-on-PBM-Services-January-2023.pdf
https://www.pcmanet.org/wp-content/uploads/2023/01/The-Return-on-Investment-ROI-on-PBM-Services-January-2023.pdf
https://www.kff.org/health-costs/state-indicator/total-retail-rx-drugs/?currentTimeframe=0&sortModel=%7B%22colId%22:%22Location%22,%22sort%22:%22asc%22%7D
https://www.pcmanet.org/pharmacy-benefit-companies-101-a-primer/
https://www.pcmanet.org/pharmacy-benefit-companies-101-a-primer/
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networks is extremely common, pharmacy benefit companies are able to 

negotiate 1.9% to 2.3% lower drug prices. 

Do pharmacy benefit companies force independent pharmacies to close? 
Pharmacies are important partners with pharmacy benefit companies, who help make 

drugs accessible and affordable for patients. Rather than being in decline, the 

independent pharmacy market is stable and profitable. According to National Council for 

Prescription Drug Programs’ (NCPDP) data, over the last ten years, the number of 

independent retail pharmacies nationwide increased by 1,638 stores or 7.5%. Over the 

last five years, the number of independent pharmacies has increased 0.5%, indicating a 

stable marketplace. In fact, this is not just NCPDP’s data showing this; the National 

Community Pharmacy Association (NCPA), the lobbying group for independent 

pharmacists, agrees. In their annual 2022 Digest Report, they report that the number of 

independent pharmacies increased by 0.4% in the last year, stating that the 

“independent pharmacy category was essentially flat.” 

Additionally, independent pharmacies’ financials have also been stable. From 2016 to 

2020, the average per prescription gross profit margin for independent pharmacies 

ranged from 20.8% to 21.1%, showing little fluctuation. This market’s strength and 

stability allows pharmacy benefit companies more opportunities to partner with 

independent pharmacies to achieve our shared objectives of increasing access to 

affordable medications and helping patients stay on their prescribed medications. 

How competitive is the pharmacy benefit marketplace? 
The pharmacy benefit marketplace is highly competitive, with 70 full service pharmacy 

benefit companies operating in 2021. And this number is increasing, with nearly 10% 

more pharmacy benefit companies in 2021 than in 2019. Pharmacy benefit companies 

differentiate themselves through product innovation and client services. For example, 

they can offer employers and health plan sponsors the ability to include medication 

adherence programs, patient support programs, and customized low or zero cost 

sharing in the prescription drug benefits they offer to their employees and plan 

members. 

Do pharmacy benefit companies support transparency? 
Pharmacy benefit companies are strongly in favor of transparency that provides usable 

information for plan sponsors, prescribers, and patients. Technology like real time 

benefit tools (RTBT), electronic prior authorization (ePA), and electronic prescribing 

(eRx) reduce burdens and provide actionable information. Pharmacy benefit companies 

also provide plan sponsors with financial data on savings they’ve secured on 

https://www.drugchannels.net/2022/11/preferred-pharmacy-networks-in-2023s.html
https://onepercentsteps.com/policy-briefs/promoting-preferred-pharmacy-networks/
https://www.pcmanet.org/pharmacy-benefit-companies-101-a-primer/
https://www.pcmanet.org/wp-content/uploads/2022/07/What-is-the-NCPDP-1.pdf
https://www.pcmanet.org/wp-content/uploads/2022/07/What-is-the-NCPDP-1.pdf
https://www.pcmanet.org/the-independent-pharmacy-marketplace-is-stable-2023/
https://www.pcmanet.org/the-independent-pharmacy-marketplace-is-still-stable/
https://ncpa.org/newsroom/news-releases/2022/10/02/ncpa-releases-2022-digest-report
https://www.drugchannels.net/2022/02/five-things-to-know-about-state-of.html
https://www.pcmanet.org/pharmacy-benefit-companies-101-a-primer/
https://www.pcmanet.org/wp-content/uploads/2021/04/PBM-Landscape-2021.pdf
https://www.pcmanet.org/wp-content/uploads/2022/09/Asthma-Infographic.pdf
https://www.pcmanet.org/wp-content/uploads/2022/09/Asthma-Infographic.pdf
https://www.pcmanet.org/wp-content/uploads/2022/12/PBMs-Support-Patients-With-Diabetes-1.pdf
https://www.pcmanet.org/setting-the-record-straight-on-patient-cost-sharing/
https://www.pcmanet.org/setting-the-record-straight-on-patient-cost-sharing/
https://www.pcmanet.org/pharmacy-benefit-companies-101-a-primer/
https://www.pcmanet.org/wp-content/uploads/2021/03/Infographic-The-Right-Transparency-on-Prescription-Drug-Costs-2019.pdf
https://www.pcmanet.org/wp-content/uploads/2023/01/PCMA-Affordable-Future-4pgr_FINAL.pdf
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prescription drugs, fees and payments, aggregate data on drug utilization and plan 

enrollees, and details about how much will be paid for each drug filled under the plan. 

This information helps plan sponsors make the best plan choices for them and the 

people they enroll in prescription benefit coverage. Pharmacy benefit companies also 

submit to regular, contractually required, plan-sponsor audits. Misguided “transparency” 

proposals that require disclosure of proprietary information would encourage drug 

companies to offer fewer price concessions once they realized competitors weren’t 

discounting as deeply. This tacit collusion by drug companies would result in higher 

drug costs.   

How are pharmacy benefit companies paid? 
In addition to making final decisions on benefit design and coverage, employers, and 

health plan sponsors (i.e., payers) also choose how they would like to pay for the 

services and programs pharmacy benefit companies deliver to them. There are two 

main choices that employers and health plans make when hiring a pharmacy benefit 

company: 

Risk Mitigation Contracting 

• The employer or health plan pays their pharmacy benefit company a set 

reimbursement amount for each drug, regardless of where the patient fills the 

prescription. If the patient’s pharmacy charges the pharmacy benefit company 

more than that set reimbursement rate, the pharmacy benefit company takes a 

loss. If the patient’s pharmacy charges less than the set reimbursement rate, the 

pharmacy benefit company earns a margin (i.e., the spread). Smaller employers 

often choose what are referred to as “spread contracts” because of the pricing 

predictability and savings they derive.  

• Alternatively, the employer or health plan may choose to pay the pharmacy 

benefit company a fee to administer the claims and pay the pharmacy benefit 

company whatever the pharmacy charges (based on the pharmacy/pharmacy 

benefit company contract). Many large employers prefer this compensation 

model over a risk mitigation (spread) model because they have the scale to 

absorb reimbursement variability. 

 

Rebate Contracting 

• Employers and health plan sponsors may also choose to allow the pharmacy 

benefit companies to keep a small portion of the drug company’s rebates, or 

discounts, as a way to incentivize pharmacy benefit companies to negotiate 

https://www.pcmanet.org/pharmacy-benefit-companies-101-a-primer/
https://www.pcmanet.org/wp-content/uploads/2020/06/PCMA-Infographic-How-Risk-Mitigation-Spread-Pricing-Helps-Drive-Lower-Drug-Costs_final.pdf
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deeper discounts. While this aligns incentives toward deriving cost savings, it is a 

less common payment model. 

• Alternatively, employers and health plan sponsors may choose to keep 100 

percent of the rebates and pay the PBM fees for negotiating rebates and setting 

up a formulary. 

What happens to drug company rebates? 
For brand drugs for which there is therapeutic competition, pharmacy benefit companies 

negotiate rebates, which are price concessions on drug company list prices, from drug 

companies in exchange for placement on drug formularies. Once rebates are 

negotiated, they are usually “passed through” from the pharmacy benefit company to 

the health plan sponsor. According to the Government Accountability Office (GAO), 

99.6% of rebates in Medicare Part D are passed through to plan sponsors. In the 

commercial market, 91% of rebates are passed to plan sponsors. Plan sponsors choose 

what to do with those rebate dollars, which typically includes lowering premiums and 

cost sharing and enhancing benefits. 

 

 

 

 

 

 

 

 

 

 

For Information:   Mike Johansen, mjohansen@rwllaw.com   410.591.6014 

   Camille Fesche, cfesche@rwllaw.com    410.935.7721 

https://www.pcmanet.org/pharmacy-benefit-companies-101-a-primer/
https://www.gao.gov/assets/gao-19-498.pdf
https://www.pewtrusts.org/en/research-and-analysis/reports/2019/03/08/the-prescription-drug-landscape-explored
mailto:mjohansen@rwllaw.com
mailto:cfesche@rwllaw.com
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Heather R. Cascone 
Assistant VP, State Affairs 
(202) 744-8416 
hcascone@pcmanet.org 

March 28, 2023 
 
Chairwoman Melony Griffith 
Senate Finance Committee Members 
Miller Senate Office Building, 3 East 
Annapolis, Maryland 21401 
 
OPPOSE - HB 357 – Altering the Definition of Purchaser & HB 374 – Pharmacy Audits 
 
Dear Chairwoman Griffith, Vice Chair Klausmeier, and Members of the Senate Finance Committee: 
 
On behalf of the Pharmaceutical Care Management Association (PCMA), I appreciate the opportunity to 
comment on HB 357, a bill to amend the statutory definition of purchaser in various sections of the 
Insurance Statute (15-1601 through 15-1633), as well as HB 374 which give the state authority to 
regulate ERISA and self-funded plans as they conduct audits of network pharmacies. PCMA respectfully 
requests an unfavorable report on this bill. 
 
PCMA is the national trade association representing America’s Pharmacy Benefit Managers (PBMs), 
which administer outpatient prescription drug plans for more than 266 million Americans with health 
coverage provided through Fortune 500 large and small employers, labor unions and government 
programs. PBMs are projected to save payers over $34.7 billion through the next decade -- $962 per 
patient per year – due to tools such as negotiating price discounts with drug manufacturers and 
establishing and managing pharmacy networks, in addition to disease management and adherence 
programs for patients. 
 
HB 357 and HB 374 expand the state’s authority over ERISA and self-funded plans to the detriment of 
employer health benefit plan sponsors. 
 
In 2020, the US Supreme Court “Rutledge” case examined whether an Arkansas law regarding 
reimbursements to pharmacies was preempted by federal ERISA statute, or in other words, whether 
ERISA plans were exempt from the state’s authority. Ultimately, while the court held that Arkansas had 
the authority for rate regulation, the Court also acknowledged that the law in question could raise costs 
for ERISA plans and that those plans could pay more for prescription benefits in Arkansas compared to 
other states. Additionally, the Court implied that states are still not allowed to force employer plans to 
structure benefits in a specific way that would increase costs so much for employers that the employer 
would be forced to restructure its benefits because that may run afoul with federal law. 
 
HB 357 & HB 374 will prevent the ability of governments, employers, and labor unions to provide 
affordable and accessible prescription drug coverage for their employees and their families by limiting the 
tools used by PBMs to control healthcare costs. There is not one payor entity asking for the state to have 
this level of oversight over its plan.  
 
Finally, while PCMA appreciates the work of the House committee by amending HB 374 (Audit), the bill 
still inappropriately extends the state’s authority over how self-funded plans conduct audits. 
 
It is with these considerations for government plans, employers, and labor unions in mind that we 
respectfully oppose HB 357 and HB 374. I appreciate the opportunity to voice our concerns and am 
happy to address any questions you may have. 
  

Sincerely, 
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House Bill 374 
Pharmacy Benefits Managers – Health Insurance Pharmacy Benefits Managers – 

Audits of Pharmacies and Pharmacists 
Position:  Unfavorable 

 
Dear Chair Griffith, Vice Chair Klausmeier and Members of the Senate Finance Committee.  

NAIFA-MD (“The National Association of Insurance and Financial Advisors – Maryland Chapter”) 

appreciates the opportunity to submit written testimony on House Bill 374.  NAIFA-MD is made up of 

insurance agents and advisors, financial advisors and financial planners, investment advisors, 

broker/dealers, multiline agents, health insurance and employee benefits specialists, and more. We are 

the closest to the consumer and employers by helping them navigate the complex arena of health 

benefits.   

NAIFA-MD opposes House Bill 374 not for its content pertaining to audits but rather the precedent in 
applying PBM related legislation to self-funded plans.  For nearly 50 years, ERISA has prevented state 

legislators from preempting federal laws governing self-funded plans. This means employers with self-
funded plans could expect consistency across state lines. However, a 2020 U.S. Supreme Court decision 
in Rutledge v. PCMA has jeopardized those federal protections. The Rutledge decision upheld an 

Arkansas law that required PBMs to reimburse pharmacists at certain levels. The decision has 
emboldened a wave of state-level activism, such as this legislation, driven by stakeholders who are 

looking to increase their profits.  
 
To understand the potential impact of setting a precedent on a narrowly focused bill pertaining to 

audits, it is important to understand what legislation has been introduced previously in Maryland and 
around the country.     
 

• Statutorily set reimbursement rates and dispensing fees. 

• Eliminating the ability of self-funded plans to incentivize shopping at pharmacies with lower 

prices. Employers and PBMs work to drive down costs by using lower co-pays to encourage 
patients to visit pharmacies that sell drugs at lower prices. Several states have already outlawed 
the use of those incentives, using government control to rewrite private contracts.  

• Eliminating protections from price gouging for specialty drugs and at specialty pharmacies. 
Physician-owned pharmacies can overcharge on specialty drugs. 



• Attacking incentives for mail-order delivery of drugs and access to mail-order. Mail-order is 
cheaper and, in many cases, healthier for patients, who are more likely to adhere to their 

prescribed medications if they are delivered to their homes at regular intervals. 

• Regulating employers with self-funded plans as if they are PBMs. Some states have introduced 
legislation that forces employers to deal with the same regulations and red tape meant to 

regulate pharmacy benefit managers, increasing their costs and administrative burdens. 

We urge an unfavorable report.  
 
  

  
 


