
              

  

Two Woodfield Lake 

1100 E. Woodfield Road, Suite 350 

Schaumburg, IL 60173 

Phone: (847) 619-4909 

Website: atapadvocates.com 

March 22, 2018 

 

Honorable Rick Scott 

Governor of the State of Florida 

400 S Monroe St 

Tallahassee, FL 32399 

 

Re: Support of HB 351 – Pharmacy Benefit Managers Transparency 

 

Dear Governor Scott, 

 

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

express our support for HB 351, a bill that seeks to increase transparency and regulation of pharmacy 

benefit managers (PBMs), and urge you to sign it into law. 

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 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.  In 

particular, PBMs purportedly subvert a significant portion of the rebates and discounts they get from 

manufacturers towards their own profit using the tactic of 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 

received as profit.   

   



 

HB 351 seeks to regulate PBM practices by requiring PBMs conducting business in Florida to 

register with the Office of Insurance Regulation, to be more transparent in their use of maximum 

allowable cost lists, which are used to determine the amount that the PBM reimburses a pharmacy in 

its network for dispensing generic drugs.  The bill would additionally prohibit PBMs from imposing 

any cost-sharing requirement that would require a patient to pay at the point of sale an amount greater 

than the total submitted charges for the prescription drug or the retail price of the drug in the absence 

of drug coverage under the patient’s insurance plan.  Moreover, the bill also takes aim at gag clauses, 

going a step further than simply prohibiting PBMs from banning pharmacists from discussing lower 

cost options and instead actively requiring pharmacists to inform their customers of a lower cost 

alternative for their prescription and whether their cost-sharing obligation exceeds the retail price of 

their prescription if not using their insurance.  

 

HB 351 will provide added accountability for PBMs operating in Florida and will go a long way in 

bringing about a level of transparency to the PBM industry.  PBMs have a significant impact on 

Florida 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.  By requiring PBMs to register with the Office 

of Insurance Regulation, HB 351 is vital to provide a minimum level of oversight and regulation for 

physicians and patients.  Furthermore, by imposing restrictions on PBMs regarding cost, the bill will 

help ensure Florida patients do not pay any more than they must for the medications they need.  

ATAP therefore strongly urges the Committee to support this legislation and vote in favor of the bill.    

ATAP has been working tirelessly to educate state lawmakers on the impact of PBMs and looks 

forward to working with your office and the Office of Insurance Regulation 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 you and your staff will find helpful in considering the bill. 

 

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

support PBM regulations in Florida and sign HB 351 into law. Thank you for your consideration.  

Sincerely, 

 

  
 

Robert Levin, MD 

President, ATAP 

 

 

 

 

 

 



 

The Invisible Middlemen: 
How Pharmacy Benefit Managers Affect Drug Costs and Access to Treatment 

 

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. 

o 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; amount is negotiated percentage off list price (WAC). 

o Motivates PBMs to construct formularies based on rebates, not efficacy, safety, and cost. 

o 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). 

o Patient cost-sharing based of list price, not rebated price, so patients pay inflated amount. 

• Rebates are not always passed back to health plans, even though plan-PBM contracts have rebate 
pass through terms. 

o PBM is only contractually obligated to pass on “rebate” as specifically defined in contract. 

o Health plans do not know rebate amount PBM collects from manufacturer. 

o PBMs exploit non-transparency to “reclassify” portion of rebate in manufacturer contract as 
"fees,” which PBM keeps as profit. 

Have Questions about PBMs or ATAP? Contact the ATAP Policy Team 

Brian Henderson     Ally Lopshire, JD     Judith Gorsuch, JD 
brian@wjweiser.com    ally@wjweiser.com    jgorsuch@hhs.com 
847-264-5910     847-264-5930     202-729-9979 

 

What is a PBM?  

Hired by health plans to 
manage drug benefit programs; 
act as intermediaries between 
health plans, manufacturers, 

and pharmacies. 

The PBM Problem 

Use position and lack of 
transparency to negotiate 

contracts with health plans, 
manufacturers, and pharmacies 

that maximize profits at 
patients’ expense. 
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Putting It All Together: The Drug Industry

Drug Supply Chain Drug Benefit Program The Rebate System
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PATIENTS

PBM

MANUFACTURER

WHOLESALER

PHARMACIES

INSURER

Dispense Drug

Drug Coverage
Prem

ium

Sh
ip

 D
ru

g

Paym
ent 

Reim
bursem

ent 

+ Disp. FeePharm
acy 

Network

Share of Rebate

Manage Drug 
Program

Reimbursement 
+ Admin Fee

Ship Drug

Payment

Copay

Drug Flow
Services

Cash Flow
Rebate

Pl
a

c
e

m
e

nt
 

o
n 

Fo
rm

ul
a

ry

Re
b

a
te


	ATAP - Letter to Governor - FL HB 315 - March 2018
	ATAP PBM Leave Behind - Reformatted - March 2018
	ATAP PBM Leave Behind - Reformatted - March 2018




