Congress of the United States
Washington, BE 20513

January 9, 2025

Commissioners

Federal Trade Commission
600 Pennsylvania Avenue
Washington, D.C. 20580

Dear FTC Commissioners,

We write in advance of the Federal Trade Commission’s (FTC’s) Open Commission Hearing on
Tuesday, January 14, 2025, to urge you to vote in support of issuing a second interim staff report
on pharmacy benefit managers (PBMs).!

PBMs were originally created to handle the prescription drug benefit on behalf of health plans,
negotiating directly with drug manufacturers and setting pharmacy networks for their contracted
payers.” But over the years, these once little-known middlemen have morphed into giant,
vertically-integrated conglomerates that control every link in the drug coverage and delivery
chain, including pharmacies and health plans.* Numerous federal and state investigations —
arising from concerns raised by policymakers and enforcers on both sides of the aisle — have
found that the largest PBMs have used their market dominance to overcharge taxpayers and
employers, hide profits in overseas entities, and squash competition from independent
community pharmacies.* Indeed, during President Trump’s first term, he branded PBMs as
“famous middlemen” that “rip[] off Medicare patients with high prescription prices.”

Responding to market abuses, in June 2022, the FTC launched an inquiry into the prescription
drug middleman industry pursuant to its authority under Section 6(b) of the FTC Act, requiring
the six largest PBMs to provide information on their business practices and contractual
arrangements in order to determine their effect on the affordability of prescription drugs.
Notwithstanding delay tactics from PBMs, the FTC released an interim staff report revealing that
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the six largest PBMs manage nearly 95% of all prescriptions filled in the United States to the
detriment of independent pharmacies and patients.® The report detailed how the largest PBMs
“employ lopsided and unilateral contracting practices” that force unaffiliated pharmacies to
“enter into one-sided, non-negotiable contracts with the leading PBMs.”” The report also found
that these middlemen have sent billions in inflated payments to their pharmacy subsidiaries,
“allow[ing] pharmacies affiliated with the three largest PBMs to retain levels of dispensing
revenue well above estimated drug acquisition costs,”® and in some cases, forcing patients with
insurance to pay an unreasonably high out-of-pocket cost that is far beyond to the true cost of
their prescription drug.”

The FTC’s interim report helped inform various bipartisan proposals to rein in abuses in the
PBM market, including our Patients Before Monopolies (PBM) Act. We expect a second interim
report will shine further light on the industry that will be invaluable to legislators as the policy
priorities of the 119th Congress take shape.'® Accordingly, we urge FTC to issue its second
interim staff report swiftly and continue investigating the serious effects of the PBM industry on
patients, taxpayers, and independent pharmacies.

Sincerely,
Elizhbeth Warren sh awley
United States Senator d States Senator
/ LA - e MM@
M Auchincloss Diana Harshbarger, Pharm. D.
Member of Congress Member of Congress
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