Nnited States Senate

WASHINGTON, DC 20510

June 29,2018
Mike Kaufmann
Chief Executive Officer
CardinalHealth
7000 Cardinal Place
Dublin, OH 43017

Dear Mr. Kaufmann:

We are writing to obtain additional information on troubling comments made by Health and
Human Services Secretary Alex Azar at a hearing on President Trump’s drug pricing proposals
before the Senate Committee on Health, Education, Labor and Pensions on June 12, 2018.

Prior to that hearing, President Trump had promised that “We’re going to have some of the big
drug companies in in two weeks and they’re going to announce — because of what we did —
they’re going to announce voluntary massive drops in prices, so that’s great ... For the first time
ever in this country, there will be a major drop in the cost of prescription drugs.”’

Senator Elizabeth Warren sought clarity from Secretary Azar on these promises, asking, “Which
drug companies will be voluntarily lowering their prices?”

Secretary Azar indicated that multiple drug companies were considering doing so, but were
running into opposition and roadblocks from pharmacy benefit managers (PBMs) and drug
distributors. He said:

There are actually several drug companies that are looking at substantial and
material decreases of drug prices. ... They’re working right now with the
pharmacy benefit managers and distributors. ... What they’re trying to do is work
to ensure they’re not discriminated against for lowering their prices. You should
focus ... on the PBMs and distributors who might say to these [drug companies]
do not decrease your price.’

He clarified:

We’ve had several drug companies come in who ... want to execute substantial
material reductions in their drug prices. They're finding hurdles from pharmacy

! Politico, *Trump's Drug Price Comments Appear to Catch Industry Off Guard,” May 30, 2018,
https://www.politico.com/story/2018/05/30/trump-drug-prices-613931.

2 Sen. Elizabeth Warren, The Cost of Prescription Drugs: Examining the President’s Blueprint ‘American
Patients First’ to Lower Drug Prices, Committee on Health, Education, Labor, and Pensions, June 12, 2018,
https://www.c-span.org/video/?446791-1/secretary-azar-testifies-prescription-drug-pricing-plan.

* HHS Secretary Alex Azar, The Cost of Prescription Drugs: Examining the President’s Blueprint ‘American
Patients First” to Lower Drug Prices, Committee on Health, Education, Labor, and Pensions, June 12, 2018,
https://www.c-span.org/video/?446791-1/secretary-azar-testifies-prescription-drug-pricing-plan.




benefit managers and distributors ... wherethey might say if you decrease your
list price, T will take you off formulary compared to your compctitor.4

Later in the hearing, Secretary Azar suggested that

[E]mployers and payer customers of PBMs-... should be asking their PBMs right
niow, have you received any commitments of fower list prices and what have you
done ... and are you pushing back on drug companies saying you would prefer
higher fist drug prices?"” '

Secretary Azar repeated those allegations at a:Senate Finance Committee hearing earlier
this week

We have had many major drug compaiies with majoi products who want
to make substantial and material price decreases. This has shown just how
broken our system of drug pricing and drug distribution is in the United
States, Because the pharmacy benefit managers and the wholésalers are all
dependent on getting a percent of list price and the reaction to some has
been if you wete to deerease your price you will actually be harmed in
terms of formulary status, and patient access, versus your competitor who
has a higher price. [ would encourage the Senate and Congress to inquire
of pharmacy benefit managers as to whether they have recetved
suggestions or approaches from drug companies for lower list prices and
what has their reaction been. . . .this is what is keeping the individual
companies, so far, from moving.®

These are extremely disturbing allegations by Secietary Azar.

If they are true, these allegations suggest that PBMs.and drug _di_stfibutmjs-'are acting fo
maintain high list prices in order to maintain high profit margins, potentially raising-
antitrust concerns.”

[n addition, if PBMs were acting to keep drug prices high, it would directly contradict the
public statements that PBMs have made about their actions and their interest in securing
lower list prices from drug companies. For example, following a hearing on drug pricing

* HMS Secretary Alex Azar, The Cost of Prescriplion Diugs: Examining the President’s Blueprint *American
Pattents First” to Lower Drug Prices, Committee on Health, Education, Labor, and Pensions, June 12, 2018,
hitps://www .c-span.org/yvideo/ 2446791 -1 /secretary-azar-testi fies-prescription-drug-pricing-plan.

5 HHS Secretary Alex Azar, The Cost of Prescription Drugs: Examining the President’s Blueprint “American
Patients First® to Lower Drug Prices, Commitiee on Health, Education, Labor, and Pensions, June 12, 20138,
hitps://www.c-span.org/video/744679 | - 1/secretary-azar-testifies-prescription-drug-priging-plan.

% HHS Secretary Alex Azar, Preséription Drug Affordability arid Innovation: Addressing Challenges in
Today's Market, Committee on Finance, June 26, 2018, hitps:#wivw.c-span.org/video/?447466-1/hhs-secretary-
alex-azar-pressed-migrant-family-reunification-efforts.

" Biosimilar Development, *Enforcement & Regulatory Résponses To The Pharmacy Benefit Manager Debate,”
hitps://wwyy.biosimilardevelopment.com/dec/enforcgment-regulatory-responses-to-the-phiarmacy-benefit-manager-
debate-0001.




before the Senate HELP Committee in October 2017, Mark Merritt, President and CEQ
of the Pharmaceutical Care Management Association {PCMA) — the trade association
representing PBMs ~ stated that “We’d be happy if manutauturcrs would just go to
lowering the actual price as opposed to rebating” PBMs:®

Following Secretary Azar’s comments before the HELP Committee, a top CVS executive
stated that “We-are not standing in the way of any efforts to lower prices, and welcome

»15

the opportunity to work with manufacturers and other stakeholders to-do so™” a
spokesperson for ExpressSetipts-indicated that “Drug makers set prices and can lower
them at any time ... We’ve always been in favor of veluntary price decreéases that would
make medications more affordable for our plans.and their members.”'® On June 26,
PCMA ran ads in Politico and The Hill reiterating this point, stating “America’s
Pharmacy Benefit Managers (PBMs) agree with the Administration and patients The
most direct way to reduce costs and improve access to prescription drugs is for

drugmakers io cut their prices.”

il

On the other hand, if Secretary Azar’s allegations are untrue, he owes the HELP
Committee and the Finance Committee an explanation for why he publicly and
repeatedly raised them in his testimony.

We are therefore writing 1o seek clarity on this issue. To do s0,-we ask that you provide answers
to our questions no later than July 13, 2018.

D

2)

3)
4)

)

6)

7

Has your company, since May 11, 2018 (or prior to that date; if it was related to the
Trump Administration drug pricing initiative) engaged in any discussions with drug
companies seeking to reduce their prices? If so, please provide additional detail on these
discussions, including information on the company, the drug, and the extent and nature of
proposed price reductions.

Flave you received any commitments of lower list prices from drug manufacturers?

How did your company respond to these offers?

Have you *pushed back™ against any of these offers by drug companies. of lower list
prices?

Have you stated or implied ih any way that you prefer-that drug companies not reduce.
prices or prefer that they would charge higher prices?

Have you stated or implied in 1esponse 1o any offers of price reductions for a drug that
you would remove this drug from your formulary?

Have you received “suggestions or approaches from drug companies for lower list
prices™? If so, what has your reaction been? Have you stated or implied that if any drug

S STAT News, “Why Do We Need Drug Rebates Anyway? A Top. Lawmaker Warts fo Know,” Ike

Swetlitz, October 17, 2{]1? hitps://www statnews. comf”Ol‘?ﬂ 0/12/drug-rebates-pri¢ing-senate/,

* Washington Post, “In May Trump predicted the pharmaceutical industry would cut prices in‘two wecks.

It hasn’t happened yet,” Carolyn Y. Johnsen, June 26, 2018,
hitos:/www. washingtonpost com/new: s/wonk/wp/2018/06/25/in-may-trump-predicted-the-pharmaceutical-industry-

would-start-cuttina-prices-in-two-weeks-its-been-three?,

W Politico Pulse, *Azar Faces Sendle Finance on drug prices,” Dan Diamond, June 26, 201 8,

https://wwiw.politico.com/mewsletters/politice-pulse/20 1 8/06/26/szar-faces-senate-finance-on-drug-prices-2639 1.1

W Just Cui the Price” advertisement, Pharmaceutical Care Management Association, June 26, 2018,



manufacturer were to decrease their price they would “actually be harmed in terms of
formulary status, and patient access, versus [their] competitor who has a higher price?”

8) If a manufacturer were to indicate that they intended to reduce their list price, what would
your reaction be? Would you welcome and implement this offer in a way that reduces
costs for consumers?

Thank you for your attention to this matter. Please contact Brian Cohen of Senator Warren’s
staff (202-224-4543) and Beth Wikler of Senator Smith’s staff (202-224-5641) should you have
any questions.

Sincerely,
_,___.”"".—-"'"'__w f
/) leee. )
Tina Smith
Unfied States Senator United States Senator



Nnited Dtates Senate

WASHINGTON, DC 20510

June 29, 2018
John H. Hammergren
Chief Executive Officer
McKesson
One Post Street
San Francisco, CA 94104

Dear Mr. Hammergren:

We are writing to obtain additional information on troubling comments made by Health and
Human Services Secretary Alex Azar at a hearing on President Trump’s drug pricing proposals
before the Senate Committee on Health, Education, Labor and Pensions on June 12, 2018.

Prior to that hearing, President Trump had promised that “We’re going to have some of the big
drug companies in in two weeks and they’re going to announce — because of what we did —
they’re going to announce voluntary massive drops in prices, so that’s great ... For the first time
ever in this country, there will be a major drop in the cost of prescription drugs.”!

Senator Elizabeth Warren sought clarity from Secretary Azar on these promises, asking, “Which
drug companies will be voluntarily lowering their prices?”*?

Secretary Azar indicated that multiple drug companies were considering doing so, but were
running into opposition and roadblocks from pharmacy benefit managers (PBMs) and drug
distributors. He said:

There are actually several drug companies that are looking at substantial and
material decreases of drug prices. ... They’re working right now with the
pharmacy benefit managers and distributors. ... What they’re trying to do is work
to ensure they’re not discriminated against for lowering their prices. You should
focus ... on the PBMs and distributors who might say to these [drug companies]
do not decrease your price.’

He clarified:

We’ve had several drug companies come in who ... want to execute substantial
material reductions in their drug prices. They’re finding hurdles from pharmacy

! Politico, “Trump's Drug Price Comments Appear to Catch Industry Off Guard,” May 30, 2018,
https://www.politico.com/story/2018/05/30/trump-drug-prices-613931.

2 Sen. Elizabeth Warren, The Cost of Prescription Drugs: Examining the President’s Blueprint ‘ American
Patients First’ to Lower Drug Prices, Committee on Health, Education, Labor, and Pensions, June 12, 2018,
https://www.c-span.org/video/?446791-1/secretary-azar-testifies-prescription-drug-pricing-plan.

3 HHS Secretary Alex Azar, The Cost of Prescription Drugs: Examining the President’s Blueprint ‘ American
Patients First’ to Lower Drug Prices, Committee on Health, Education, Labor, and Pensions, June 12,2018,
https://www.c-span.org/video/?446791-1/secretary-azar-testifies-prescription-drug-pricing-plan.




benefit managers and distributors ... where they might say if you decrease your
list price, I will take you off formulary compared to vour competitor.*

Later in the hearing, Secretary Azar suggested that

[E]mployers and payer customers of PBM ... should be asking their PBMs right
now, have you received any commitments of lower list prices and what have you
done ... and are you pushing back on drog companies saying you would prefer
higher list drug prices?" N

Secretary Azar repeated those allegations at a Senate Finance Commiittee hearing earlier
this week

We have had many major drug companies with major products who want
to make substantial and materia! price decreases. This has shown just how
broken our system of drug pricing and drug distribution is in the United
States. Because the pharmacy benefit managers and the wholésalers are all
dependent on getting a percent of list price and the reaction to some has
been if you were to decrease your price you will actually be harmed in
terms of formulary status, and patient access, versus your competitor who
has a higher price. I would encourage the Senate and Congress to inquite
of pharmacy benefit managers as to whether they have received
suggestions or approaches from drug companies for lower listprices and
what has their réaction been. . . .this is what is keeping the individual
companies, so far, from moving 6

These are extremely disturbing allegations by Secretary Azar.

If they are true, these allegations suggest that PBMs and drug-distributors are acting to
maintain high list prices in otder to maintain high profit margins, potentially raising
antitrust concerns.’

n addition, il PBMs were acting to keep drug prices high, it would directly contradict the
public statements that PBMs have made about their actions and their interest in securing
lower list prices from drug companies. For example, following a hearing on drug pricing

1 HHS Secretary Alex Azar, The Cost of Prescription Drugs: Examining the President’s Biueprint “American
Patients First’ to Lower Drug Prices, Committeé on Health, Education, Labor, and Pensions, Jime 12, 2018,
httpsyYwww.c-span.or/video/ 244679 1- L /secretary -azar-testifies-prescription-drug-pricing-plan.

* HHS Secretary Alex Azar, The Cost of Presciiption Drugs; Examining the President’s Blueprint * American
Patiénts First’ to Lower Drug Prices, Committec on Health; Education; Liabor, and Pénsions, June 12, 2018,
hitps://www.c-span.ore/video/?44679 1 -1/secretary-azar-testifies-preseription-drug-pricing-plan.

S HHS Secretary Alex Azar, Prescription Drug Affordability and lanovation: Addréssing Challenges in
Today's Market, Cominitiee on Finance, June 26, 2018, hittps//www.c-span.orgfvideo/?7447466-1/hhs-secretary-
alex-azar-pressed-migrant-family-reunification-efforts, ' '

7 Biosimilar Development, “Enforcement & Regulatory Responses To The Pharmacy Benefit Manager Debate,”
‘httpsdAwww.biosimilardevelopment conmisdoc/enforéeinent-regulatory-reésponses-to-the-pharmacy-bene fit-manager-
debate-000 1,




before the Senate HELP Commitice in October 2017, Mark Merritt, President and CEO
of the Pharmaceutical Care Management Association (PCMA) — the frade association
representing PBMs — stated that “*We’d be happy if manufacturers would just go to
lowering the actual price as opposed to rebating” PBMs.¥

Following Secrelary Azar’s comments before the HELP Committee, a top CVS executive
stated that *“We are not standing in the way of any etforts to lower prices, and welcome
the opportunity to work with manufacturers and other stakehiolders to do'so;™ a
spokesperson for ExpressScripts indicated that “Drug makers: set prices and can lower
them at any time ... We’ve always been in favor of voluntary price decreases that would
make medications more affordable for our plans and theit members.™” On June 26,
PCMA ran ads in Politico and The Hill reiterating this point, stating “America’s
Pharmacy Benefit Managers (PBMs) agree with the Administration and patients: The
most direct way to iediice costs and improve access to prescription drugs is for
drugmakers to cut their prices.”!

‘On the other hand, if Sec retary Azar’s allegations are untrue; he owes the HELP
Committee and the Finance Committee an explanation for why he publicly and
repeatedly raised them in his testimony. '

‘We are therefore writing to seek clarity on this issue. To do so, we ask that you provide answers
to our questions no later than July 13, 2018.

1) Has your company, since May 11, 2018 (or prior to-that date, if it was related to the
Trump Administration drug pricing initiative) engaged in any discussions with drug
companies seeking to reduce their prices? If'so, please provide additional detail on these
discussions, including information on the coimpany; the drug, and the extent and nature of
proposed price reductions. _

2) Have you received any coramitments of lower list prices from drug manufacturers?

3) How did your company respond 1o these offers?

4) Have you “pushed back™ against any of these offers by driig companies of lower list
prices?

5) Have you stated or implied in any way that you prefer that drug companies not reduce
prices-or prefer that they would ¢harge higher prices?

6) Have you stated or implied in response to any offers of price reductions for a drug that
you would remove this drig from your formulary?

7) Have you received “suggestions or approaches from drug companies for lower list
prices™? 1f so, what has your reaction been? Have you stated or implied that if any drug

¥ STAT News, “Why Do We Need Drug Rebates Anyway? A Top Lawmaker Wants to Know,” [ke
Swetlitz, Ociober 17, 2017, hitps://www.statnews:com/201 7/10/17/drug-rebates-pricing-senate/.

 Washington Post, “In May, Trump predicted the pharmaceutical industry would cit prices in two weeks.
It hasn*t happened vet;” Caralyn Y. Jolinson, June 26, 2018,
‘hitps:/fwww washingfonpost.com/news/wonk/wi/2018/06/25/in-may-trutap-predicted-the-pharmaceutical-industry-
would-stait-cutting-priges-in-two-weeks-its-been-three/. _
_  politico Pulse, “Azar Faces Senate Finance on drug prices,” Dan Diamiond, June 26, 2018,
httns: /www, politice.com/newsletters/pdlitico-pulse/201 8!06;’2(Sz’aza'r-fac-es-se'nate'-ﬁnahce-on_—drua'vnriceséﬁfi 911.
' «Just Cut.the Price” advertiseéinent, Pharmaceutical Care Management Association, June 26,2018,




manufacturer were to decrease their price they would “actually be harmed in terms of
formulary status, and patient access, versus [their] competitor who has a higher price?”

8) If a manufacturer were to indicate that they intended to reduce their list price, what would
your reaction be? Would you welcome and implement this offer in a way that reduces
costs for consumers?

Thank you for your attention to this matter. Please contact Brian Cohen of Senator Watren’s
staff (202-224-4543) and Beth Wikler of Senator Smith’s staff (202-224-5641) should you have
any questions.

Sincerely,
/-l

s R 7
/] £ C2 o

abeth Warren Tina Smith
Uglited States Senator United States Senator




Nnited Dtates Senate

WASHINGTON, DC 20510

June 29, 2018
Steven H. Collis
President and Chief Executive Officer
AmerisourceBergen
1300 Morris Drive
Chesterbrook, PA 19087

Dear Mr. Collis:

We are writing to obtain additional information on troubling comments made by Health and
Human Services Secretary Alex Azar at a hearing on President Trump’s drug pricing proposals
before the Senate Committee on Health, Education, Labor and Pensions on June 12, 2018.

Prior to that hearing, President Trump had promised that “We’re going to have some of the big
drug companies in in two weeks and they’re going to announce — because of what we did —
they’re going to announce voluntary massive drops in prices, so that’s great ... For the first time
ever in this country, there will be a major drop in the cost of prescription drugs.™

Senator Elizabeth Warren sought clarity from Secretary Azar on these promises, asking, “Which
drug companies will be voluntarily lowering their prices?"

Secretary Azar indicated that multiple drug companies were considering doing so, but were
running into opposition and roadblocks from pharmacy benefit managers (PBMs) and drug
distributors. He said:

There are actually several drug companies that are looking at substantial and
material decreases of drug prices. ... They’re working right now with the
pharmacy benefit managers and distributors. ... What they’re trying to do is work
to ensure they’re not discriminated against for lowering their prices. You should
focus ... on the PBMs and distributors who might say to these [drug companies]
do not decrease your price.’

He clarified:

We’ve had several drug companies come in who ... want to execute substantial
material reductions in their drug prices. They’re finding hurdles from pharmacy

! Politico, “Trump's Drug Price Comments Appear to Catch Industry Off Guard,” May 30, 2018,
https://www.politico.com/story/2018/05/30/trump-drug-prices-613931.

2 Qen. Elizabeth Warren, The Cost of Prescription Drugs: Examining the President’s Blueprint *American
Patients First’ to Lower Drug Prices, Committee on Health, Education, Labor, and Pensions, June 12, 2018,
https://www.c-span.org/video/?446791-1/secretary-azar-testifies-prescription-drug-pricing-plan.

3 HHS Secretary Alex Azar, The Cost of Prescription Drugs: Examining the President’s Blueprint *American
Patients First’ to Lower Drug Prices, Committee on Health, Education, Labor, and Pensions, June 12, 2018,
https://www.c-span.org/video/2446791-1/secretary-azar-testifies-prescription-drug-pricing-plan.




benefit managers and distributors ... where they might say if you de{,rease your
list price, I will take you off formulary compared to your competitor.?

Later in the hearing, Secretary Azar suggested that

[E]mployers and payer customers of PBMs ... should be asking their PBMs right
now, have you received any commitments of lower fist prices and what have you
done ... and are you pushing back on drug companies saying you would prefer
Thigher list drug prices?”™”

Secretary Azar repeated those allegations at a Senate Finance Commitiee hearing earlier
this week

We have had many major drug ¢ompanies with major products who want
to make substantial and material price decreases. This has shown just how
broken our system of drug pricing and drug distribution is in the United
States. Because the pharmacy benefit mianagers and the wholesalers are all
dependent on getting a percent of list price and the reaction to some has
been if you were 1o decrease your price you will aétually be harined in
terms of formulary status, and patiént access, versus your competitor who
has a higher price. T would encourage the Senate and Congress to inquire
of pharmacy benefit managers as to whether they have received
suggestions or approaches from drug companies for iower list prices and
what has their reaction been. . . .this is what is keeping the individual
companies, sa far, from moving,®

These are exiremely disturbing aliegations by Secretary Azar,

If they are true; these allegations suggest that PBMs and drug distributors are acting to
maintain high list prices in order to maintain high profit margins, potentially raising
antitrust concerns.” '

In addition, if PBMs were acting to keep drug prices high, it would directly contradict the
public statements that PBMs have made about their actions and theit interest in securing
lower list prices from drug companies. For example, following a hearing on.drug pricing

4 HHS Secretary Alex Azar, The Cost of Prescription Drugs: Examining the President’s Blueprint ‘American
Patients Fifst” to Lower Drug Prices, Committee on Health, Education, Labor, and Pensions, June 12, 2018,
hitps://www.c-span.org/video/?2446791- I/secretary-azar-testifies-prescription-drug-pr ‘icing-plan.

* HEHS Secretary Alex Azar, The Cost of Prescription Drugs: Examining the- President’s Blueprint ‘ American
Patients First’ to Lower Drug Prices, Committee on Health, Education, Labor, and Pensions, June 12, 2018,
hitps:/www.c-span.orgfvideo/?244679 1 - ]fswretaw -azar-testifies-prescription-drug-pricing-plan.

¢ HHS Secretary Alex Azar, Prescription-Drug Affordability and Innovation: Addressing Challenges in
Today’s Market, Committee on Finance, June 26, 2018, https://www.c-span. org/video/?447466-1/hhs-secretary-
alex-azar-pressed-migrant-family-reunification-efforts.

7 Biosimilar Development, “Enforcement & Regulatory Responses To The Pharmacy Benefit Manager Debate,”
https:/A/www . biosimilardevelopment.com/dog/enforcement-regulatory=responses-to-the-pharmacy-benefit-managser-
debate-000 1,




before the Senate HELP Commiitee in October 2017, Mark Merritt, President and CEQ
of the Pharmaceutical Care Management Association (PCMA) — the trade association
representing PBMs — stated that “We’d be happy if manufachirers would just go to
lowering the actual price as opposed to rebating™ PBMs.®

Following Secretary Azar’s commients before the HELP Committee, a top CVS executive
stated that “We are not standing in the way of any efforts to lower prices, and welcome
the opportunity to work with manufacturers and other stakeholders to do s0;™ a
spokesperson for ExpressScripts indicated that “Drug makers set prices and can lower
them at any time ... We’ve always been in favor of voluntary price decteases that would
make medications more-affordable for our plans and their members.™'” On June 26,
PCMA ran ads in Politico and The Hill reiterating this point, stating “America’s
Pharmacy Benetit Managers (PBMs) agree with the Administration and patients. The
most direct way to reduce costs and improve access ta prescription drugs is for
drugmakers to cut their prices.”!!

On the other hand, if Secretary Azar’s atlegations are untrue, he owes the HELP
Committee and the Finance Committee an explanation for why he publicty and
repeatedly raised them in his testimony.

We are therefore writing to seek clarity on this issue. To do so, we ask that you provide answers
to our questions no later than. July 13, 2018.

1) Has your corparny, since May 11, 2018 (or prior to that date, if it was related to the
Trump Administration drug pricing initiative) engaged in any discussions with drug
companies seeking to reduce their price_s-‘? {f s0, please provide additional detail on these
discussions, including information on the company. the diug, and the extent and nature of
proposed price reductions.

2) Have you received any commitments of lower list prices from drug manufacturers?

3} How did your-company respond to these offers?

4) Have you “pushed back™ against any of these offers by drug: companies of lower st
prices?

5) Have you stated or implied in any way that you prefer that drug companies not reduce
prices or prefer that they would ¢harge higher prices?

6) Have you stated or implied in response to any.offers of price reductions for a drug that
you would remove this drug from your formulacy?

7) Have you received “suggestions or approaches from drug companies for lower list
prices™? If so, what has your reaction been? Have you stated or implied that if any drug

¥ STAT News, “Why Do We Need Drug Rebates Anyway? A Top Lawmalker Wants to Know,™ Tke
Swellitz, Ociober 17, 2017, hths.//wivw slatnews.coni/201 7/10/1 7/drug-rebates-pricing-gsenate/.

* Washington Post, “In May, Trurhp predicted the pharmaceutical industry would cut prices in two weeks.
[t hasn’t happened yet,” Carolyn Y. Johnson, June 26, 2018,
htps:#wwiy washingtonpost.com/news/wonk/wp/20 1 8/06/2 5/in-mav-trump-predicted:the-pharmaceutical-industry-
would-stari-cutting-prices-in-two-weeks-its-been-three/,

1% politico. Pulse, “Azar Faces Senate Finance on drug prices,” Dan Diamond, fune 26, 2018,
https;//www.politico.com/newsletters/politico-pulse/201 8/06/26/azat-faces-senate-finance-on-drug-prices-26391 1.
1 Just Cut the Price™ advertisenierit, Pharmaceutical Care Management Association, June 26, 2018.




manufacturer were to decrease their price they would “actually be harmed in terms of
formulary status, and patient access, versus [their] competitor who has a higher price?”

8) If a manufacturer were to indicate that they intended to reduce their list price, what would
your reaction be? Would you welcome and implement this offer in a way that reduces
costs for consumers?

Thank you for your attention to this matter. Please contact Brian Cohen of Senator Warren’s
staff (202-224-4543) and Beth Wikler of Senator Smith’s staff (202-224-5641) should you have
any questions.

Sincerely,
..””'f_-" P ; /
/ Ll C /
I §zabeth Warren Tina Smith
Uhkited States Senator United States Senator



Wnited States Senate

WASHINGTON, DC 20510

June 29, 2018
Frederick Howe
Found, Chairman, and Chief Executive Officer
Medimpact Healthcare Systems
10181 Scripps Gateway Court
San Diego, CA 92131

Dear Mr. Howe:

We are writing to obtain additional information on troubling comments made by Health and
Human Services Secretary Alex Azar at a hearing on President Trump’s drug pricing proposals
before the Senate Committee on Health, Education, Labor and Pensions on June 12, 2018.

Prior to that hearing, President Trump had promised that “We’re going to have some of the big
drug companies in in two weeks and they’re going to announce — because of what we did —
they’re going to announce voluntary massive drops in prices, so that’s great ... For the first time
ever in this country, there will be a major drop in the cost of prescription drugs.”’

Senator Elizabeth Warren sought clarity from Secretary Azar on these promises, asking, “Which
drug companies will be voluntarily lowering their prices?"

Secretary Azar indicated that multiple drug companies were considering doing so, but were
running into opposition and roadblocks from pharmacy benefit managers (PBMs) and drug
distributors. He said:

There are actually several drug companies that are looking at substantial and
material decreases of drug prices. ... They’re working right now with the
pharmacy benefit managers and distributors. ... What they’re trying to do is work
to ensure they're not discriminated against for lowering their prices. You should
focus ... on the PBMs and distributors who might say to these [drug companies]
do not decrease your price.’

He clarified:

We’ve had several drug companies come in who ... want to execute substantial
material reductions in their drug prices. They’re finding hurdles from pharmacy

" Politico, “Trump's Drug Price Comments Appear to Catch Industry Off Guard,” May 30, 2018,
https://www.politico.com/story/20 1 8/05/30/trump-drug-prices-6 1393 1.

2 Sen. Elizabeth Warren, The Cost of Prescription Drugs: Examining the President’s Blueprint *American
Patients First” to Lower Drug Prices, Committee on Health, Education, Labor, and Pensions, June 12, 2018,
https://www.c-span.org/video/?446791-1/secretary-azar-testifies-prescription-drug-pricing-plan.

3 HHS Secretary Alex Azar, The Cost of Prescription Drugs: Examining the President’s Blueprint *American
Patients First” to Lower Drug Prices, Committee on Health, Education, Labor, and Pensions, June 12, 2018,
https://www.c-span.org/video/?44679 | - | /secretary-azar-testifies-prescription-drug-pricing-plan.




benefit managers:and distributors ... where they might say if you decrease your
list price, I will take you off formulary compared to your ¢ompetitor,*

Later in the hearing, Secretary Azar suggested that

[E]mployers and payer customers of PBMs ... should be asking their PBMs right
now, have you received any commitments of lower list prices and what have you
done ... and are you pushing back on drug companies saying vou would prefer
higher list drug prices?™ '

Secretary Azar repeated those allegations at a Senate Finance Committee hearing earlier
this week

We have had many major drug companies with major products who want
to. make substantial and material price decreases. This hag shown just how
broken our system of drug pricing and drug distribution is in the United
States. Because the pharmacy benefit managers and the wholesalers are all
dependent on getting a percent of list price and the reaction to some has
been if you were to decrease your price you will actually be harmed in
terms of Tormulary status, and patient access, versus your competitor who
has a higher price. | would encourage the Senate and Congress to inquiie
of pharmacy benefit managets as to whether they have received
suggestions or approaches from diug companies for lower list prices and
what has their reaction been, . , .this is what is keeping the individual
comparies, so far, from moving.® |

These are extremely disturbing allegations by Secretary Azar.

[f they are true, these allegations suggest that PBMs and drug distributors are acting to
maintain high list prices in order to maintain high profit margins, potentially raising
‘antitrust coneerns.’

In addition, if PBMs were acting to keep.dmg prices high, it would directly contradict the
‘public statements that PBMs have made about their actions and their interest in securing.
lower list prices from drug companies, For example, following a hearing on drug pricing

4 HHS Secretar)""Alex Aczar, The Cost of Preseription Drugs: Examining the President’s Blueprint “American
Patients First’ to Liower Drug Prices, Committee on Health, Education, Labor, and Perisions, June 12, 2018,
-https://www.c-span.org/video/?446791 -1 /secrelary-azar-testifies-preseription-drug-pricing-plan,
S HHS Secretary Alex Azat, The Cost of Pre’séripti on Drugs: Examining the President’s Blueprint *A_merican
Patients First” to Lower Drug Prices, Committee on Health, Education,; Labor, and Pensions, June 12, 2018,
httpsy/www.c-span.org/video/?446791 - 1 /secretary-azar-testifies-prescription-drug-pricing-plan.
© ® HHS Secretary Alex Azar, Prescription Drug Affordability and Innovation: Addressing Challenges in
Today’s Market, Committee on Finance, June 26, 2018, https://www.c-span.org/video/?447466- 1 /hhs-secretary-
alex-azar-pressed-migrant-family-reunification-efforts.. '
7 Biosimitar Development; “Enforcement & Regulatory Responses To The Phiarmacy Benefit Manager Debate,”
fittps /A wwwbiosimilardevelopment.com/doc/enforcement-repulatory-responses-to-the-pharmacy-benefit-manager-
debate-0001.




before the Senate HELP Committee in Qctober 2017; Mark Meiritt, President and CEQ
of the Pharmaceutical Care Management Association (PCMA) — the trade association
répresenting PBMs — stated that “We*d be happy if manufacturers would just go to
lewering the actual price as opposed to rebating” PBMs.} '

Following Secretary Azar's comments before the HELP Commilttee, a top CVS executive
stated that “We are not standing in the way of any efforts to lower prices; and welcome
the opportunity to work with manufacturers and other stakeholdets to-do s0:™% a
spokesperson for ExpressSetipts indicated that “Drog makers set prices and can fower
them al any time ... We've always been in favor of voluntary price decréases that would
make medications more atfordable for our plans and their members.”'® On June 26™,
PCMA ran ads in Politico and The Hill reiterating this point, stating “America’s
Pharmacy Benefit Managers (PBMs) agree with the Administration and patients. The
most direct way to reduce costs and improve aceess to prescription drugs is for

drugmakers to cut their prices.

1]

On the other hand, if Secretary Azar’s allegations are untrue, he owes the HELP
Committee and the Finance Committee an explanation for why he publicly and
repeated]y raised them in his testimony.

We are therefore writing to seek clarity on this issue. To do so, we ask that you provide answers
to our questions no later than July 13, 2018.

1

2

3)
4)

3)
6)

7)

Has your company, since May 11, 2018 (or prior to that date, if it was related to the
Trump Administration drug pricing initiative) engaged in any discussions with drug
companies seeking to reduce their prices? If so, please provide additional detail on these
discussions, including information on the company, the drug, and the extent and nature of
proposed price reductions,

Have you received any comimitments of lower list prices froin drug manufacturers?

How did your company respond to these offers?

Have you “pushed back™ against any of these offers by drug companies of lower list
prices?

Have you stated or implied in any way that you piefer that drug companies not reduce
prices or prefer that they would charge higher prices?

Have you stated or implied in resporise to any offers of price reductions for a drug that
youwould remove this.drug from your formulary?

Have you received “suggestions or approaches from drug companies for lower list
prices™ If so, what has your reaction been? IHave you stated or implied that if any drug

#STAT News, “Why Do We Need Drug Rebates Anyway? A Top Lawmaker Wants to Know,” tke

Swetlitz, October 17, 2017, hitps:fwww, statpews.com/2017/10/17/drug-rebates-pricing-senate/.

? Washington Post, “1n May, Trump predicted the pharmaceutical industry would cut prices in'two weeks.

It hasn’t happesed yet,” Carolyn Y. Johnson, June 26, 2018, _
hitps/iwwiv washinstonpost. com/news/wonk/wp/20 [ 8/06/25/ in-mav.»lmmp.-vre'dicted«the-pharmaceut {cal-industry-

would-start-cotting-prices-in-two-weeks-its-bheen-three/.

' Politico Pulse, * Azar Faces Senate Finance on drug prices,” Dan Diamond, June 26,2018,

hiutps://www. politico.cony newsletters/politico-pulse/201 8/06/26/azar-faces-senate-financezon:dru g-prices-263911.
U« Iyst-Cut the Price” advertisement, Pharmaceutical Care- Management Asscciation, June 26, 2018,



manufacturer were to decrease their price they would “actually be harmed in terms of
formulary status, and patient access, versus [their] competitor who has a higher price?”

8) If a manufacturer were to indicate that they intended to reduce their list price, what would
your reaction be? Would you welcome and implement this offer in a way that reduces
costs for consumers?

Thank you for your attention to this matter. Please contact Brian Cohen of Senator Warren’s
staft (202-224-4543) and Beth Wikler of Senator Smith’s staff (202-224-5641) should you have
any questions.

Sincerely,
/-
/ // ¥4 N :
I-Bzabeth Warren Tina Smith
Uhited States Senator United States Senator



Nnited States Senate

WASHINGTON, DC 20510

June 29, 2018
John Prince
Chief Executive Officer
OptumRx
11000 Optum Circle
Eden Prairie, MN 55344

Dear Mr. Prince:

We are writing to obtain additional information on troubling comments made by Health and
Human Services Secretary Alex Azar at a hearing on President Trump’s drug pricing proposals
before the Senate Committee on Health, Education, Labor and Pensions on June 12, 2018.

Prior to that hearing, President Trump had promised that “We’re going to have some of the big
drug companies in in two weeks and they’re going to announce — because of what we did —
they’re going to announce voluntary massive drops in prices, so that’s great ... For the first time
ever in this country, there will be a major drop in the cost of prescription drugs.”

Senator Elizabeth Warren sought clarity from Secretary Azar on these promises, asking, “Which
drug companies will be voluntarily lowering their prices?”

Secretary Azar indicated that multiple drug companies were considering doing so, but were
running into opposition and roadblocks from pharmacy benefit managers (PBMs) and drug
distributors. He said:

There are actually several drug companies that are looking at substantial and
material decreases of drug prices. ... They’re working right now with the
pharmacy benefit managers and distributors. ... What they’re trying to do is work
to ensure they’re not discriminated against for lowering their prices. You should
focus ... on the PBMs and distributors who might say to these [drug companies]
do not decrease your price.’

He clarified:

We’ve had several drug companies come in who ... want to execute substantial
material reductions in their drug prices. They’re finding hurdles from pharmacy

! Politico, “Trump's Drug Price Comments Appear to Catch Industry Off Guard,” May 30, 2018,
https://www.politico.com/story/2018/05/30/trump-drug-prices-6 1393 1.

? Sen. Elizabeth Warren, The Cost of Prescription Drugs: Examining the President’s Blueprint *American
Patients First® to Lower Drug Prices, Committee on Health, Education, Labor, and Pensions, June 12, 2018,
https://www.c-span.org/video/?446791-1/secretary-azar-testifies-prescription-drug-pricing-plan.

3 HHS Secretary Alex Azar, The Cost of Prescription Drugs: Examining the President’s Blueprint *American
Patients First” to Lower Drug Prices, Committee on Health, Education, Labor, and Pensions, June 12, 2018,
https://www.c-span.org/video/?44679 | -1 /secretary-azar-testifies-prescription-drug-pricing-plan.




benefit managers and distributors ... where they might say if you decrease your
list price, [ will take you off formulary compared to your competitor.*

Later in the hearing, Secretary Azar suggested that

[E]mployers and payer ¢ustomers of PBMs ... should be asking their PBMs right
now, have you received any commitments of lower list prices and what have you
done ... and are you pushing back on-drug companies saying you would prefer
higher list drug prices?

Secretary Azar repeated those allegations at a Senaie Finance Committee hearin g.earlier
this week

We have had many major drug companies with major products who want
to make substantial and material price decreases. This has shown just how
broken our system of drug pricing and dmg distribution is in the United
States. Because the pharmacy benefit mansgers and the wholesalers are all
dependent on getting a percent of list price and the reaction to some has
beer if you were to decrease your price you will actially be harmed in
terms of formulary status, and patient access, versus your competitor who
has a higher price. [ would encourage the Senate and Congress to inquire
of pharmacy benefit managers as to whether they have received
suggestions or approaches from drug companies for lower list prices and
what has their reaction been. . , .this is what is keeping the individual
companies, so far, from moving.®

These are extremely disturbing allegations by Secretary Azar.

If they are true, these allegations suggest that PBMs and drug distributors are acting to
maintain high list prices in order to maintain high profit margins, potentially raising
antitrust concerns.’

In addition; if PBMs were acting to keep drug prices high, it would directly contradict the
public statements that PBMs have made about their actions and their interest in. securing
lower list prices from drug companics. For exaniple, following a hearing on drug pricing

1 HHS Secretary Alex Azar, The Cost of Prescription Drugs: Examining the President’s Blueprint:* Ametican
Patients First” to Lower Drug Prices, Committee bn Health, Education, Laber, and Pensions, jung-12, 2018,
hitps://www,c-span.orglyideo/ 2446791 - 1/secretary-azar-testifies-prescription: drug-pricing:plan.

¥ HHS Secretary Alex Azar, The Cost of Prescription Drugs: Examining the President’s Blueprint *American
Patients First’ to Lower Drug Prices, Commiittee on Health, Education, Labor, and Pensions, June 12, 2018,
hitps.//www.c-sparorg/video/?44679 | -1 /secretary-azar-testifies-prescription-drug-pricing-pian.

“ BHS Secretary Alex Azar, Prescription Drug Atfordability and Innovation: Addréssing Challenges in
Today's Market, Commiltee on Finance, June 26, 2018, https://Wwwiw c-span.org/video/?7447466- | /hhs-secretary-
alex-azar-pressed- nug;am—fam:ly-rcumf’caﬂon-cfi‘orts
7 Biosimilar Development, “Enforcement & Regulatory Responses To The Pharmiacy Benefit Manager Debate,”
https://www biosimilardevelopment.com/doc/enforcement-reulatory-responses-to-the-pharmacy-benefit-manager-
debate-0001.




before the Senate HELP Committee in October 2017, Mark Merritt, President and CEQ
of the Pharmaceutical Care Management Association (PCMA) — the trade association
representing PBMs — stated that “We'd be happy it manufacturels would just go to
lowering the actual price-as opposed to rebating™ PBMs.*

Following Secretary Azar’s comments before the HELP Committee, a top CVS executive
stated that “We are not standing in the way of any efforts to- lower prices, and welcome
the opportunity to work with manufacturers and other stakeholders to do so;™ a
spokesperson for ExpressSeripts indicated that “Drug makers set prices and can lower-
them at any time .., We've always been in favor of voluntary price decreases that would
make medications more atfordable for our plans and theit members.”!% On June 26,
PCMA ran ads in Politico and The Hill reiterating this point, stating “America’s
Pharmacy Benefit Managers (PBM‘S) agree with the Administration and patients. The
most direct way to. reduce costs and i improve access to prescription drugs is for
drugmakers to cu their prices.”!’

On the other hand, if Secrelary Azar’s allegations are untrue, he owes the HELP
Committee and the Finance Commiitee ant explanation for why he publicly and
repeatedly raised them in his testimony.

We arc therefore writing to seek clarity on this issue. To do so, we ask that you provide answers
to our questions no later than July 13, 2018.

1) Has your company, since May 11, 2018 (or prior to that date, if it was related to the
Trump Administration drug pricing initiative) engaged in any discussions with drug
companies seeking to reduce their prices? If so, please provide additional detail on these
discussions, including information on the company; the drug, and the extent and nature of
proposed price reductions. )

2) Have you received any commitments of lower list prices from drug manufacturers?

3) Howdid your company respond to these offers?

4) Have you “pushed back™ against any of these offers by drug companies of lower [ist
prices?

5) Have vou stated or implied in any way that you prefer that drug companies not reduce
prices or prefer that they would charge higher prices?

'6) Have you stated or implied in response to any offers of price reductions for a drug that
you would remove this drug from your formulary?

7) Have you teceived “suggestions. ot approaches from drug companies for lower list
prices™? I so, what has your reaction been? Have you stated or implied that if'any drug

¥ STAT News, "Why Do We Need Drug Rebates Anyway? A Top Lawmaker Wants to Know,” Jke
Swetlitz, October 17, 2017, https://www.statnews.com/2017/10/1 7/diig-rebatés-pricing-senate/.

¥ Washingten Post, “In May, Trump predicted thé pharmaceutical industry would cut prices in two weeks,
1t hasn’t happencd yot,” Carelyn Y. Jobnson, June 26, 2018,
https:/Avww, washingtonpost. comfnewdwonkprﬁ(}l8z’06a‘25hn -may-trump-predictéd-the-pharmacentical-industrys
would-start-citting-prices-in-two-weeks-its-been-three/.

1% Politico Pulse, “Azar Faces Senate Finance on drug prices,” Dan Diamond, June 26, 2018, _
https:/Awww . politico.com/mewsletters/politico-pulse/201 8/06/26/azar-facés-senate-findnce- 0n~d_rug Dr1ces.-?,'6‘39] 1,
et Cut the Price™ advertisement, Pharmaceutical Care Management Association, June 26, 2018.




manufacturer were to decrease their price they would “actually be harmed in terms of
formulary status, and patient access, versus [their] competitor who has a higher price?”

8) If a manufacturer were to indicate that they intended to reduce their list price, what would
your reaction be? Would you welcome and implement this offer in a way that reduces
costs for consumers?

Thank you for your attention to this matter. Please contact Brian Cohen of Senator Warren’s
staff (202-224-4543) and Beth Wikler of Senator Smith’s staff (202-224-5641) should you have

any questions.

Sincerely,
e ‘ C
/ L1y, APl .
Eligabeth Warren Tina Smith
Unlited States Senator United States Senator



Wnited States Senate

WASHINGTON, DC 20510

June 29, 2018
Jim DuCharme
President and Chief Executive Officer
Prime Therapeutics
1305 Corporate Center Drive
Eagan, MN 55123

Dear Mr. DuCharme:

We are writing to obtain additional information on troubling comments made by Health and
Human Services Secretary Alex Azar at a hearing on President Trump’s drug pricing proposals
before the Senate Committee on Health, Education, Labor and Pensions on June 12, 2018.

Prior to that hearing, President Trump had promised that “We’re going to have some of the big
drug companies in in two weeks and they’re going to announce — because of what we did —
they’re going to announce voluntary massive drops in prices, so that’s great ... For the first time
ever in this country, there will be a major drop in the cost of prescription drugs.”"

Senator Elizabeth Warren sought clarity from Secretary Azar on these promises, asking, “Which
drug companies will be voluntarily lowering their prices?”?

Secretary Azar indicated that multiple drug companies were considering doing so, but were
running into opposition and roadblocks from pharmacy benefit managers (PBMs) and drug
distributors. He said:

There are actually several drug companies that are looking at substantial and
material decreases of drug prices. ... They’re working right now with the
pharmacy benefit managers and distributors. ... What they’re trying to do is work
to ensure they’re not discriminated against for lowering their prices. You should
focus ... on the PBMs and distributors who might say to these [drug companies]
do not decrease your price.’

He clarified:

We’ve had several drug companies come in who ... want to execute substantial
material reductions in their drug prices. They’re finding hurdles from pharmacy

! Politico, “Trump's Drug Price Comments Appear to Catch Industry Off Guard,” May 30, 2018,
https://www.politico.com/story/2018/05/30/trump-drug-prices-613931.

? Sen. Elizabeth Warren, The Cost of Prescription Drugs: Examining the President’s Blueprint ‘ American
Patients First’ to Lower Drug Prices, Committee on Health, Education, Labor, and Pensions, June 12, 2018,
https://www.c-span.org/video/?446791-1/secretary-azar-testifies-prescription-drug-pricing-plan.

3 HHS Secretary Alex Azar, The Cost of Prescription Drugs: Examining the President’s Blueprint *American
Patients First” to Lower Drug Prices, Committee on Health, Education, Labor, and Pensions, June 12, 2018,
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benefit managers and distributors ... where they might say if you decrease your
list price, I will take you off formulary compared to your competitor.*

Later in the hearing, Secretary Azar suggested that

[E]lmpleyers and payer customers of PBMs ... should be asking their PBMs right
now, have you received any commitments of lower list prices and what have you
done ... and are you pushing back on drug conipanies saying you would prefer
higher list drug prices?

Secretary Azar repeated those allegations at a Senate Finance Committee hearing earlier
this week

We have had many major drng companies with major products who want
to-make substantial arid material price decreases. This has shown just how
broken our system of drug pricing and drug distribution is in the United
States: Because the pharmacy benefit managers and the wholesalers are all
dependent on getting a percent of list price and the reaction to some has
been if you were to decrease your price you will actually be harmed in
terms of formulary status, and patient access, versus your competitor who
has a higher price. [ would encourage the Senate and Congress to inquire
of pharmacy benefit managers as to whether they have received
suggestions or approaches from drug companies for lower list prices and
what has their redction been. . . _this is what is keeping the individual
companies, so far, from moving.®

These are extremely disturbing allegations by Secretary Azar.

If they are true, these allegations suggesi that PBMs and drug distributors are acting to
maintain high list prices in order to maintain high profit margins, potentially raising
antitrust concerns,’

In addition, if PBMs were acting to keep drug prices high, it would directly contradict the-
public statements that PBMs have made about their actions and their interest in securinig
fower list prices from drug companies. For example, following a hearing on drug pricing

' HHS Secretary Alex Azar, The Cost of Prescription Drugs: Examining the President's Blueprint * American
Patients First’ to Lower Drug Prices, Committec on Health, Education, Labor, and Pensions, June 12, 2018,
hitps:/fwww.caspan, org/video/?44679] - | fsecretary-azar-testifies-preseription-drug-pricing-plan,

* HHS Secretary Alex Azar, The Cost of Prescription Drugs: Examining the President’s Blueprint ‘ American
Patients First® to Lower Drug Prices, Commitige on Health, Fducation, Labor, and Pensions, June 12, 2018,
https;//www c-span.org/video/?44679 1 -1/secretary-azar-testifies-prescription-drug-pricing-plan.

‘S MHS Secretary Alex Azar, Preséription Drug Affordability and Innovation: Addressing Challenges in
‘Taday’s Market, Commiitee on Finance, June 26,2018, btips:Z/www.c-span.org/video/2447466-1/hhs-secretary-
alex -azar-pressed-migrant-family-reunification- efforts..
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betore the Senate HELP Committee in October 2017, Mark Menitt, President and CEQ
of the Pharmaceutical Care Management Association (PCMA) - the trade association
representing PBMs — stated that “We’d be happy if manufacturers would just go to.
lowering the actual price as opposed 1o rebaiing” PBMs.?

Following Sectetary Azar’s comments before the HELP Commiittee, a top CVS executive
stated that “We are not standing in the way of any ellorts 10 lower prices, and welcome
the opportunity to work with manufacturers and other stakeholders to de so;"™ a
spokesperson for ExpressScripts indicated that “Drug makers set prices and can lower
them at any time .., We've always been in Tavor of veluntary price decreases that would
make medications more affordable for our plans and their members.’ "1 On June 26",
PCMA ran ads in Politico and The Hill reiterating this point, stating “America’s
Pharmacy Benefit Managers (PBMs) agree with the Administration and patients, The
most direct way to reduce cosis and improve access to prescription drugs is for
drugmakers to cut their prices.™!!

On the other hand, if Secretary Azat’s dllegations ate untrue, he owes the HELP
Conuniittee and the Finance Coramitiee an expldnatlon for why he publicly and
repeatedly raised them in his testimony.

We are therefore writing to seek clarity on this issue. To do so, we ask that you provide answers
to-our guestions 1o later than July 13, 2018.

1) Has your company, since May 11, 2018 (ot prior to that date, if it was related to the
Trump Administration drug pricing initiative) engaged in any discussions with drug
companies seeking to reduce their prices? If so, please provide additional detail on these
discussions, including inforiation on the company, the-drug, and the extent and nature of
proposed price reductions. ”

2) Have you received any comimitments of lower list prices from drug manufacturers?

3) How did your company respond to. these offers?

4} Have you “pushed back” against any of these offers by drug companies of lower list
prices?

5) Have you stated or implied in any way that you prefer that drug companies not reduce
prices or prefer that they would charge higher prices?

6) Have you stated or nnphed in response to any offers of price reductions for a drug that
you would remove this drug from your formulary?

7) Have you received “suggestions or approaches from drug companies for lower list
prices™? If so, what has your reaction been? Have you stated or implied that if any diug

8 STAT Neivs, “Why Do We Need Drug Rebates Anyway? A Top Lawmaker Wants to. Koow,” Tke
Swetlitz, October 17, 20]7 httpsy/www.statniews.com/2017/10/1 7/drug-rebates-pricing-senate/.

? Washington Post; “In May, Trump predicted the pharmaceutical industry would eut prices in two weeks.
1t hasn’t happened yet,” Carelyn Y. Johnsen, June 26, 2018,
https://www.washingtonpost com/news/wonk/wp/201.8/06/25/in- -ITiay-trump- oredlcled-the uharmaceut:ca]~mdustry«
would-start-gutting-prices-in-two-weeks-its-been-three/. _ _

19-politico Pulse, “Azar Faces Sénate Finance on drug prices,” Dan Diamond, June 26,2018,
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manufacturer were to decrease their price they would “actually be harmed in terms of
formulary status, and patient access, versus [their] competitor who has a higher price?”

8) If a manufacturer were to indicate that they intended to reduce their list price, what would
your reaction be? Would you welcome and implement this offer in a way that reduces
costs for consumers?

Thank you for your attention to this matter. Please contact Brian Cohen of Senator Warren’s
staff (202-224-4543) and Beth Wikler of Senator Smith’s staff (202-224-5641) should you have
any questions.

Sincerely,
S —F
/ »é (923 R 4 1"\:!' -
Elfzabeth Warren Tina Smith
Uslited States Senator United States Senator



Wnited States Denate

WASHINGTON, DC 20510

June 29, 2018
William Fleming, PharmD
Segment President, Healthcare Services
Humana
500 West Maine St.
Louisville, KY 40202

Dear Dr. Fleming:

We are writing to obtain additional information on troubling comments made by Health and
Human Services Secretary Alex Azar at a hearing on President Trump’s drug pricing proposals
before the Senate Committee on Health, Education, Labor and Pensions on June 12, 2018.

Prior to that hearing, President Trump had promised that “We’re going to have some of the big
drug companies in in two weeks and they’re going to announce — because of what we did —
they're going to announce voluntary massive drops in prices, so that’s great ... For the first time
ever in this country, there will be a major drop in the cost of prescription drugs.”"

Senator Elizabeth Warren sought clarity from Secretary Azar on these promises, asking, “Which
drug companies will be voluntarily lowering their prices?"”

Secretary Azar indicated that multiple drug companies were considering doing so, but were
running into opposition and roadblocks from pharmacy benefit managers (PBMs) and drug
distributors. He said:

There are actually several drug companies that are looking at substantial and
material decreases of drug prices. ...They’re working right now with the
pharmacy benefit managers and distributors. ... What they’re trying to do is work
to ensure they’re not discriminated against for lowering their prices. You should
focus ... on the PBMs and distributors who might say to these [drug companies]
do not decrease your price.?

He clarified:

We’ve had several drug companies come in who ... want to execute substantial
material reductions in their drug prices. They’re finding hurdles from pharmacy

I Politico, “Trump's Drug Price Comments Appear to Catch Industry Off Guard,” May 30, 2018,
https://www.politico.com/story/2018/05/30/trump-drug-prices-6 1393 .

2 Sen. Elizabeth Warren, The Cost of Prescription Drugs: Examining the President’s Blueprint ‘ American
Patients First’ to Lower Drug Prices, Committee on Health, Education, Labor, and Pensions, June 12, 2018,
https://www.c-span.org/video/?44679 1 - 1 /secretary-azar-testifies-prescription-drug-pricing-plan.

3 HHS Secretary Alex Azar, The Cost of Prescription Drugs: Examining the President’s Blueprint *American
Patients First’ to Lower Drug Prices, Committee on Health, Education, Labor, and Pensions, June 12, 2018,
https://www.c-span.org/video/?44679 1 -1 /secretary-azar-testifies-prescription-drug-pricing-plan.




benefit managers-and distributors ... where they might say if you decrease your
list price, 1 will take you off formulary compared to your competitor.*

Later in the hearing, Secrétary Azar suggested that.

[E]mployers and payer customets of PBMs ... should be asking their PBMs right
now, have you received any commitments of lower list prir,es and what have you
done ... and are you pushing back on drug companies saying you would prcfer
higher llst drug prices?”

Secretary Azar repeated those allegations at a Senate Finance Committee hearing earlier
this week

We have had many major drug companies with major producis who want
to make substantial and material price decreases, This has shown just how
broken our-system of drug pricing and drug distribution is in the United
States. Because the phatinacy benefit managers and the wholesalers are all
dependent on getting a percent of list price and the reaction to some has
been if you were to decrease your price you will-actually be harmed in
terms of formulary status, and patient access, versus your competitor who
has a higher price. I would encourage the Senate and Congress 1o inquire
of pharinacy benefit managers as to whether they have received
suggestions or approaches from drug companies for lower list prices and
what has their reaction been. . 1]115 is what is keeping the individual
companies, so far, from moving.®

These ate extremely disturbing-allegations by Secretary -Azar.

If they are:true, these allegations suggest that PBMs and drug distributors are acting to
maintain high list prices in order to maintain high profit margins, potentially raising
antitrust concerns.’

In addition, if PBMs were acting to keep drug prices high, it would directly contradict the-
public statements that PBMs have made about their actions and their interest in securing
lower list prices from drug companies, For example, following a hearing on drug pricing

TS Secretary Alex Azar, The Cost of Prescriptioh Drugs: Examining the President’s Blueprint *American
Patients First® to Lower Drug Prices, Commitice on Health, Education, Labor, and Pensions, June 12, 2018,
hitps://www.c-span.org/video/?446791-{/secretary-azar-testifies-prescription-drug-pricing-plai.

* HHS Secretary Alex Azar, The-Cost of Prescription Drugs: Examining the President’s Blueprint * American
Patients First’ to Lower Drug Prices, Committee on Health, Education, Labor, and Pensions, June 12, 2018,
hitps:/www. c-span,ore/video/9446791- Vsecrelary-azar-testifies-prescription-drug-pricing-plan.

5 HHS Secretary Alex Azar, Prescription Drug Affordability and Innovation: Addressing Challenges in
Today’s Market, Committee on'Finance, June 26, 2018, https://www.c-span.org/video/?447466- 1 /hhs-secretary-
alex-azar-pressed-migrant-family-reunification-efforts. _

" Biosimilar Development, “Enforcemient & Regulatory Responses To The Pharmacy Benefit Manager Debate,”
I]_L;pgsrr’iw-ww.bit)similardev'cloomen[.com.r"dDcfenforc'cment'-regulal‘orv—resnons‘es-‘lo'-the-.pharmacy‘-beneﬁtémanager-
debate-0001,




before the Senate HELP Committee in October 2017, Mark Merriit, President and CEO
of the Pharmaceutical Care Management Association (PCMA) — the trade association
tepresenting PBMSs — stated that “We'd be happy if manufacturers would just go to
owering the actual price as opposed to rebating” PBMs.®

Following Secretary Azar’s comments before the HELP Committee, a top CVS executive
stated that “We are not standing in the way of any efforts to lower prices, and welcome
the opportunity to work with manufacturers and other stakeholders 1o do so;™ a
spokesperson for ExpressScripts indicated that “Drug makers set prices and can lower
theny at any time ... We've always been in favor of voluntary price decreases that would
make medications more affordable for our plans and their members.”* On June 261,
PCMA ran ads in Politico and The Hill reiterating this point, stating “America’s
Pharmacy Benefit Managers (PBMs) agree with the Administration and patlerlts The
most direct way to reduce costs and improve access to prescription drugs is for
drugmakers to cut their prices.”™

On the other hand, if Secretary Azar’s allegations are untrue, he owes the HELP
Committee and the Finance Committee an explanation for why he publicly and
repeatedly raised them in his testimony. '

We are therefore writing to-seek clarity on this issue. To do 5o, wé ask that you provide answers
to our questions no later than July 13, 2018.

1) Has your company, since May 11, 2018 {or prior to that date, if it was related to the
Trump Administration drug pricing initiative) engaged in any discussions with drug
companies seeking to reduce their prices? If so, please provide additional detail on these
discussions, including information on the company, the drug, and the extent and nature of
proposed price reductions. _

2) Have you received any commitments of lowet list prices fromi drug manufacturers?

3} How did your company respond to these offers?

4} Have you “pushed back” against any of these offers by drug companies of lower list
prices?

5) Have you stated or implied in any way that you prefer that drug companies not reduce
prices or prefer that they would charge higher prices?

6) Have youstated or implied in response to any offers of price reductions for a drug that
you would remove this drug from your formulary? '

7y Haveyou received “suggestions or approaches from drug companies for lower list
prices™? If so, what has your reaction been? Have you stated or implied that if any drug

8 STAT News, “Why Do We Need Drug Rebates Anyway? A Top Lawmaker Wants to Know,” Ike-
Swetlitz, October 17, 2017, hitps://www slatnews.com/2017/10/ 17/drug-febates-pricing=senate/.

 Washington Paost, “In May, Trump predieted the pharmaceutical industry would cut prices in two weeks.
1t hasn’t happenad vet;” Carolyn Y. Johnson, June 26, 2018,
hittps://www.washingtonpost.com/news/wonk/wp/20 8/06/25/in-may-trump-predicted-the-pharmaceutical-industry-
‘would-start-cutting-prices-in-two-weeks-its-been-three/. _ _

" Politico Pulse,-*Azar Faces Senate Finance on drug prices,” Dan Diamond, June 26, 2018,
https://www.politico.com/newsletters/politico-pulse/20 1 8/06/26/azar-faces-senate-finance-on-drg-prices-263911.
1 “Just Cut the Price™ advertisement, Pharmaceutical Care Management Association, June 26, 2018.




manufacturer were to decrease their price they would “actually be harmed in terms of
formulary status, and patient access, versus [their] competitor who has a higher price?”

8) If a manufacturer were to indicate that they intended to reduce their list price, what would
your reaction be? Would you welcome and implement this offer in a way that reduces
costs for consumers?

Thank you for your attention to this matter. Please contact Brian Cohen of Senator Warren’s
staff (202-224-4543) and Beth Wikler of Senator Smith’s staff (202-224-5641) should you have
any questions.

Sincerely,
ey 4
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Elzabeth Warren Tina Smith
ited States Senator United States Senator




Wnited States Senate

WASHINGTON, DC 20510

June 29, 2018
Larry J Merlo
President and Chief Executive Officer
CVS Health
One CVS Drive
Woonsocket, R1 02895

Dear Mr. Merlo:

We are writing to obtain additional information on troubling comments made by Health and
Human Services Secretary Alex Azar at a hearing on President Trump’s drug pricing proposals
before the Senate Committee on Health, Education, Labor and Pensions on June 12, 2018.

Prior to that hearing, President Trump had promised that “We’re going to have some of the big
drug companies in in two weeks and they’re going to announce — because of what we did —
they’re going to announce voluntary massive drops in prices, so that’s great ... For the first time
ever in this country, there will be a major drop in the cost of prescription drugs.™

Senator Elizabeth Warren sought clarity from Secretary Azar on these promises, asking, “Which
drug companies will be voluntarily lowering their prices?”?

Secretary Azar indicated that multiple drug companies were considering doing so, but were
running into opposition and roadblocks from pharmacy benefit managers (PBMs) and drug
distributors. He said:

There are actually several drug companies that are looking at substantial and
material decreases of drug prices. ... They’re working right now with the
pharmacy benefit managers and distributors, ... What they’re trying to do is work
to ensure they’re not discriminated against for lowering their prices. You should
focus ... on the PBMs and distributors who might say to these [drug companies]
do not decrease your price.’

He clarified:

We’ve had several drug companies come in who ... want to execute substantial
material reductions in their drug prices. They’re finding hurdles from pharmacy

! Politico, “Trump's Drug Price Comments Appear to Catch Industry Off Guard,” May 30, 2018,
https://www.politico.com/story/2018/05/30/trump-drug-prices-613931.

2 Sen. Elizabeth Warren, The Cost of Prescription Drugs: Examining the President’s Blueprint *American
Patients First’ to Lower Drug Prices, Committee on Health, Education, Labor, and Pensions, June 12, 2018,
https://www.c-span.org/video/?446791-1/secretary-azar-testifies-prescription-drug-pricing-plan.

" HHS Secretary Alex Azar, The Cost of Prescription Drugs: Examining the President’s Blueprint *American
Patients First” to Lower Drug Prices, Committee on Health, Education, Labor, and Pensions, June 12, 2018,
https://www.c-span.org/video/?446791-1/secretary-azar-testifies-prescription-drug-pricing-plan.




benefit managers and distributors ... where they might say if you dccrease your
list price, { will take you off formulary compared ta your competitor;*

Later in the hearing, Secretary Azar suggested that

(Elmiployers and payer customers of PBMs ... should be asking their PBMs right
now, have you received any comymitments of lower list price's and what have you
done ... and are you pushing back on drug companies saying you would prefer
higher ilst drug prices?” s

Secretary Azar repeated those allegations at a Senate Finance Committee hearing carlier
this week

We have had many major drug companies with major products who want
to make substantial and material pricé decreases. This has shown just how:
broken our system of drug pricing and drug distribution is in the United
States. Because the pharmacy benefit managers and the wholesalers are all
dependent on getting a percent of list price and the reaction to some has,
been if you were to-decrease your price you will actually be harmed in
terms of formulary status, and patient access, versus your compctltor who
has a higherprice. T would encourage the Senate and Congress to inquire
of pharmacy benefit managers as to whether they have received
suggestions or approachies from dr‘u'g companies for lower list prices and
what has their reaction been. . fhib is what is keeping the individual
companies, so far, from movmg

These are extremely-disturbing allegations by Secretary Azar.

If they are true, these allegations suggest that PBMs ‘and drug distributors are acting to
maintain high list prices in: 01dc.,1' to maintain high profit margins, potentially raising
antitrust concerns,’

Tn addition, if PBMs were acting to keep drug prices high, it would directly contradict the
public statements that PBMs have made about their actions and their interest in secuting
lower list prices from drig companies. Forexample, following a hearing on drug pricing

4 HIS Secretary Alex Azar, The Cost of Prescription Drugs: Examining the President™s Blueprint *American
Patients First™ to Lower Drug Prices, Committee on Health, Education, Labor, and Pensions, June 12, 2018,
hltps:/iwww c-span.org/video/?446791-1/secretary-azar-testifies-prescription-drug-pricing-plan,

* HHS Secretary Alex Azar, The Cost of Prescription Drigs: Examining the President’s Blueprint “American
Patients First” to Lower Drug Prices, Commitlee on Health, Education, Labor, and Pensions, June 12, 2018,
hitps://www.c-span.org/video/744679 1- Lsecretary-azar-testifies-preseription-deug-pricing-plan.

® HHS Secretary Alex Azar, Prescription Drug Affordability and Innovation:. Addressing Challenges in
Today’s Market, Commitiee on Finance, iing 26, 2018, hitps://www.c-span.org/video/?447466-1/hhs-secretary-
alex-azar-pressed-migrant-family-reunification- ef‘mns
7 Biosimilar Development, “Enforcement.& Regulatory Respenses To The Pharmacy Benefit Manager Debate,”
https://www.biosimilardevelopment.com/doc/énforcement-regulatory-responses-to-the-pharmiacy-benefit-manager-

debate-0001.




before the Senate HELP Committee in October 2017, Mark Merritt, President and CEQ
of the Pharmaceutical Care Management Association (PCMA) — the trade association
representing PBMs — stated that “We d be happy if manufacturers would just go to
lowering the actual price as opposed to rebating™ PBMs.

Following Secretary Azar's comments before the HELP Committee, a top CVS executive
stated that “We are not standing i the way of any efforts to lower prices, and welcome
the oppottunity to work with manufacturers and other stakeholders to do s0;™ a
spokesperson for ExpressSeripts. indicated that “Drug makers set prices and can lower
them at any time ... We’vealways been in favor of voluntary price decreases that would
‘make medications more affordable for our plans and their members.”*? On June 26",
PCMA ran ads in Politico and The Hill reiterating this point, stating “America’s
Pharmacy Benefit Managers (PBMs) agree with the Administration and patients. The
most direct way to reduce costs and improve access 10 prescription drugs is for
drugmakers to cut their prices.”!!

On the other Hand, if Secretary Azar’s allegations are untrue, he owes the HELP
Committee and the Finance Committee an explanation for why he publicly and
repeatedly raised them in his testimony.

We are therefore writing to seek clarity on this issue. To do so, we ask that you provide answers
to our questions no later than July 13, 2018.

1) Ias your company, since May 11, 2018 (or prior to that date, if it was rélated 1o the
Trump Administration drug pricing initiative) engaged in any discussions with drug
companies seeking 1o reduce their prices? If so, please provide additional detail on these
discussions, including information on the company, the drug, and the extent and nature of
proposed price reductions. _

2} Have you received any commitments of lower list prices from drug manufacturers?

3) How did your company respend to these offers?

4) Have you “pushed back™ against any of these offers by drug companies of lower fist
prices?

5} Have you stated or implied in any way that you prefer that drug companies not reduce
prices or prefer that they would charge higher prices?

6) Have you stated or implied in response to any offers of price reductions for a drug that
you would remove this drug from your formulary?

7) Have you received “suggestions or approaches from drug companies for lower list
prices”? If so, what has your reaction been? Have you stated or implied that if any drug

3 STAT News, “Why Do We Need Drug Rebates Anyway? A Top Lawmaker Wants to Know,” [ke
Swetlitz, October 17, 2017, hitps://www statnews.com/2017/10/1 7/drug-rebates-pricing=senate/.

# Washingtori Post, “In May, Trump predicted the pharmaceitical industry would cut prices in two weeks.
It hasn’t happened yet,” Carolyn Y. Johrison, June 26,2018, _
hitps://www. washingtonpost.commews/wonk/wp/201.8/06/2 5/in-may-trump-predicted-the-pharmaceutical-industry-
would-start-cutting-prices-in-two-weeks-its-begn-threg/. _

10 politico Pulse, “Azar Faces Senate Finance on drug prices,” Dan Diamond, June 26, 2018,
hitps:/Iwww.palitico com/mewsletters/politico-pulse/20 1.8/06/26/azar-faces-senate-finance-on-drug-prices-2639 1 1.
" “Just Cut the Price” advertisement, Pharmaceutical Care Management Association, June 26, 2018.




manufacturer were to decrease their price they would “actually be harmed in terms of
formulary status, and patient access, versus [their] competitor who has a higher price?”
8) If a manufacturer were to indicate that they intended to reduce their list price, what would

your reaction be? Would you welcome and implement this offer in a way that reduces
costs for consumers?

Thank you for your attention to this matter. Please contact Brian Cohen of Senator Warren’s

staff (202-224-4543) and Beth Wikler of Senator Smith’s staff (202-224-5641) should you have
any questions.

Sincerely,
J
— s i (-' \./7
/ //Z.:V"( C,)I/\\/ o
zabeth Warren Tina Smith
ited States Senator United States Senator



Wnited Dtates Denate

WASHINGTON, DC 20510

June 29,2018
Tim Wentworth
President and Chief Executive Officer
ExpressScripts Holding Company
One Express Way
St. Louis, MO 63121

Dear Mr. Wentworth:

We are writing to obtain additional information on troubling comments made by Health and
Human Services Secretary Alex Azar at a hearing on President Trump’s drug pricing proposals
before the Senate Committee on Health, Education, Labor and Pensions on June 12, 2018.

Prior to that hearing, President Trump had promised that “We’re going to have some of the big
drug companies in in two weeks and they’re going to announce — because of what we did —
they’re going to announce voluntary massive drops in prices, so that’s great ... For the first time
ever in this country, there will be a major drop in the cost of prescription drugs.”

Senator Elizabeth Warren sought clarity from Secretary Azar on these promises, asking, “Which
drug companies will be voluntarily lowering their prices?"

Secretary Azar indicated that multiple drug companies were considering doing so. but were
running into opposition and roadblocks from pharmacy benefit managers (PBMs) and drug
distributors. He said:

There are actually several drug companies that are looking at substantial and
material decreases of drug prices. ... They’re working right now with the
pharmacy benefit managers and distributors. ... What they’re trying to do is work
to ensure they’re not discriminated against for lowering their prices. You should
focus ... on the PBMs and distributors who might say to these [drug companies]
do not decrease your price.?

He clarified:

We’ve had several drug companies come in who ... want to execute substantial
material reductions in their drug prices. They’re finding hurdles from pharmacy

I Politico, “Trump's Drug Price Comments Appear to Catch Industry Off Guard,” May 30, 2018,
https://www.politico.com/story/2018/05/30/trump-drug-prices-613931.

2 Sen. Elizabeth Warren, The Cost of Prescription Drugs: Examining the President’s Blueprint *American
Patients First’ to Lower Drug Prices, Committee on Health, Education, Labor, and Pensions, June 12, 2018,
https://www.c-span.org/video/?44679 | -1 /secretary-azar-testifies-prescription-drug-pricing-plan.

* HHS Secretary Alex Azar, The Cost of Prescription Drugs: Examining the President’s Blueprint *American
Patients First” to Lower Drug Prices, Committee on Health, Education, Labor, and Pensions, June 12, 2018,
https://www.c-span.org/video/?44679 1 - 1 /secretary-azar-testifies-prescription-drug-pricing-plan.




benefit managers and distributors ... where they might say if you decrease your
list price, 1 will take you off formulary compared to your competitor.*

Later in the-hearing, Secretary Azar suggesied that

[Elmployers and payer customers of PBMs ... should be asking their PBMSs right
now, have you received any commitments of lower list prices and what have you
done.... and ar¢ you pushing back on drug companies saying you would prefer

Secretary Azar repeated those allegations at a Senate Finance Committee hearing earlier
this week '

We have had many major drug companies with major products who want
to make substantial and material price decreases. This has shown just how
broken our system of drug pricing and drug distribution is in the United
States. Because the pharmacy benefit managers and the wholesalers are all
dependent on getting a percent of list price and the Teaction to some has
been if you were to.decrease your price you will actually be harmed in
terms of formulary status, and patient access, versus your competitor who
has a higher price..I would encourage the Senate and Congress to inquire
of pharmacy benefit managers as to whether they have received
suggestions or approaches. from drug companies for lower list prices. and
what has their reaction been. . . .this is what is kéeping the individual
companies, so far, from moving.¢

These are extremély disturbing allegations by Secretary Azar.

If they are true, these allegations suggest that PBMs and drug distributors are a'cting' to
maintain high list p; ices in order i maintain high profit margins. potentially raising
antitrust concerns.”

In addition, if PBMs were acting to keep drug prices high, it would directly contradict the
public statements that PBMs have made about their actions and their intetest in securing.
lower list prices from drug companies. For example, following a hearing on drug pricing

* HHS Secretary Alex Azar, The Cost of Prescription Drugs: Examining the President’s Blueprint *American
Patients First’ to Lower Drug Prices, Comimittee on Health, Education, Labor, and Pensions, June 12, 2018,
https/www cespan.orgivideos 744679 1- | /secretary-azar-testifies-preseription-drig-pricing-plan.

5 HHS Secretary Alex Azar, The Cost of Prescription Drugs: Examining the President’s Blugprint ‘American
Patients First? to Lower Drug Prices, Committee on Health, Education, Labor, and Pensions, June 12, 2018,
https://www.c-span.org/video/?244679 | - 1/secretary-azar-testifies-prescription-drug-pricing-plan.

¢ HHS Secretary Alex Azar, Prescriptien Dnig Atfordability and Innovation: Addressing Challenges in
Today’'s Market, Committee on Finance, June 26, 2018, https://www.c-span.org/video/2447466-1/hhs-secretary-
alex-azar-pressed- migrant-family-reunification-efforts.

7 Biosimilar Developivient, “Enforcement & Réguldtory Responses To The Pharmacy Benefit Manager Debate,”
hitps://www.biosimilardevelopment.com/doc/enforcement-regulatory-responses-to-the-pharmacy-benefit-manager--
-gebate-0001.




before the Senate HELP Committee in October 2017, Mark Merritt, Presidenit and CEQ
of the Pharmaceutical Care Management Association (PCMA) ~ the trade agsociation
representing PBMs — stated that “We’d be happy if' manufactmers would just go to
lowering the actual price as opposed to rebating” PBMs.®

Following Secretary Azar’s comments before the HELP Committee, a top CVS executive
stated. that “We are not standing in the way of any efforts to lower prices, and welcome
the opportunity to work with manufacturers and other stakeholders to do so;™ a
spokesperson for ExpressScripts indicated that “Drug makers set prices and can lower
them at any time ... We’ve always been ir favor of voluntary price decreases that would
make medications more affordable for our plans and their members.”!% On June 26,
PCMA ran ads in Politico and The Hill reiterating this point, stating “America’s
Pharmacy Benefit Managers (PBMs) agree with the Administration and patients, The
most direct way 1o reduce costs and improve access to prescription drugs is for
drugmakers to cut their prices.”!!

On the other hand, if 'Sec-retar_y Az‘ar_’s allegations are untrue, he owes the HELP
Committee and the Finance Committee an explanation for why he publicly and
repeatedly raised them in his testimony.

We are therefore writing to seck clarity on this issue, To do so, we ask that you pr0v1de answers
to our questions no later than July 13, 2018.

1) Has your company, since May 11, 2018 (or pricr to that date, if it was related to the
Trump Administration drug pricing initiative) engaged in any discussions with drug
companies seeking to reduce their prices? If so, please provide additional detail on these
discussions, inciuding information on the company, the drug, and the extent and nature of
proposed price reductions.

2) Have you received arty commitments of Iower list prices from dtug manufacturers?

3) Howdid your company respond to these offers?

4) Have you “pushed back™ against any of these offers-by drug companies of lower list
prices? '

5) Have youstated or implied in any way that you prefer that drug companiesnot reduce
prices or prefer that they would charge higher prices?

6) Have you stated or implied in response to any offers of price reductions for a drug that
you would remove this drug from your formulary?

7} Have youreceived “suggestions or approaches from drug companies for lower list
prices™?- If so, what has your reaction been? Iave you stated or implied that if any drug

8 §TAT News, “Why Do We Need Drug Rebates Anyway? A Top Lawmiaker Wants to Know,” Tke
Swetlitz, October 17, 2017, hitps://www.statnews.com/2017/10/17/drug-rebates-pricing-senate/.

? Washington Post, “In May, Trumyp predicted the pharmaceutical industry would cut prices in two weeks.
It hasn't happened yet,” Carolyn Y, Johnson, June 26, 2018,
https:/iwww. washmgto Rost. com/news/wonk/wp/2018/06/25/in- may-trump-predicted-the-phaty naceutical-industry-
would-starcutting-prices-in-lwosweeks-its-been-threel,

10 Politice Pulse, “Azar Faces Senate Finance on drug prices,” Dan Diamond, June 26, 2018,
hitps.//www.politico,com/newsletters/politico-pulse/201 8/06/26/azar-faces-senate-Tinance-on-drug-prices-26391 1.
M Tust Cut the Price” advertisement, Pharmaceutical Care Management Association, June 26, 2018.




manufacturer were to decrease their price they would “actually be harmed in terms of
formulary status, and patient access, versus [their] competitor who has a higher price?”

8) If a manufacturer were to indicate that they intended to reduce their list price, what would
your reaction be? Would you welcome and implement this offer in a way that reduces
costs for consumers?

Thank you for your attention to this matter. Please contact Brian Cohen of Senator Warren’s
staff (202-224-4543) and Beth Wikler of Senator Smith’s staff (202-224-5641) should you have
any questions.

Sincerely,
e =
/ ey, )
Elfzabeth Warren Tina Smith
Utdited States Senator United States Senator



