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The Consequences of PBM Control over Medicaid Managed Care Programs

The problem: Medicaid drug costs are increasing, pharmacy reimbursements are decreasing. Something isn’t adding up.

As pharmacy reimbursement rates are ratcheted down, pharmacy providers are frequently reimbursed at rates that leave
them “underwater” on the medications they dispense. Eventually, this leads to drastic negative effects on pharmacy
providers as well as the vulnerable Medicaid beneficiaries who they serve. Meanwhile, Medicaid budgets are soaring.

The cause: PBMs are pocketing millions of dollars by using opaque business practices.

States have found that an excessive amount of taxpayer dollars remain with pharmacy benefit managers (PBMs).

The Centers for Medicare and Medicaid Services is concerned that PBMs’ use of “spread pricing is inflating
prescription drug costs that are borne by beneficiaries and by taxpayers,” and CBO estimates that moving to
transparent pharmacy reimbursements will save $1 billion over 10 years.

Pennsylvania: Between 2013 and 2017, the amount that taxpayers paid to PBMs for Medicaid enrollees more than
doubled from $1.41 billion to $2.86 billion.

Ohio: the state Auditor found that, of the $2.5 billion that’s spent annually through PBMs on Medicaid prescription
drugs, PBMs pocketed $224.8 million through the spread alone during a one-year period.

Kentucky: In response to a state report that found state PBMs keep $123.5 million in spread annually, the Attorney
General has launched an investigation into allegations that the PBMs have overcharged the state and discriminated
against independent pharmacies.

Arkansas, lllinois, Kansas, Mississippi, New Hamphsire, New Mexico, Ohio, Washington, and three other states have
collected over $300 million through settlement agreements with Centene after allegations of improper
administration of Medicaid pharmacy benefits.

Louisiana: PBMs retained $42 million that was incorrectly listed as “medical costs.”

New York: An audit found the state unnecessarily paid $605 million to Medicaid managed care organizations and
their PBMs over a four year period, because “MCOs typically work with their PBMs to conduct their own clinical
reviews to identify drugs that provide the greatest value to THEM and therefore should be placed on the drug
formulary."

Michigan: Drug price manipulation allowed PBMs to overcharge Michigan Medicaid by at least $64 million.
Virginia: A state-commissioned report on Medicaid found PBMs pocket $29 million in spread pricing alone.
Maryland: A state Medicaid report found PBMs pocket $72 million annually in spread pricing alone.

Florida: A report found PBMs steer patients to PBM-affliated pharmacies, and “when it comes to dispensing brand
name drugs, MCO/PBM-affiliated pharmacies are making 18x to 109x more profit over the cost of the drugs than
the typical community pharmacy.”
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- Arkansas: A state-commissioned report found that PBMs in the Medicaid program reimbursed national chain
pharmacies more (defined as greater than 5% difference) than regional chain and independent pharmacies for the
same drug.!

The solution: Increase PBM Transparency/Accountability and Ensure State Oversight of Medicaid Managed Care Programs
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