June 17, 2021

Dear Representatives Welch, Griffith, Gonzalez, Carter, Krishnamoorthi, Rose, Spanberger and
Harshbarger:

On behalf of patients, pharmacies, health care organizations, and health care practitioners, we
thank you for your leadership in introducing H.R. 3554, the Pharmacy DIR Reform to Reduce
Senior Drug Costs Act. This legislation would support Medicare beneficiary access to needed
prescriptions and medication adherence by reforming pharmacy direct and indirect remuneration
(DIR) fees to reduce cost sharing for seniors and standardizing pharmacy performance measures
under Medicare Part D.

Under Medicare Part D, pharmacy DIR fees are price concessions that are often clawed back
from pharmacies by plans/pharmacy benefit managers (PBMSs) a year or longer after a drug is
dispensed to a beneficiary. A 2020 report by Drug Channels showed that pharmacy DIR fees
grew from $229 million in 2013 to an estimated $9.1 billion in 2019.

The Centers for Medicare and Medicaid Services (CMS) documented an extraordinary 91,500
percent increase in DIR fees paid by pharmacies from 2010-2019. These fees, which lead to
higher costs for beneficiaries at the pharmacy counter, impose ever-increasing challenges on
struggling seniors, putting them at risk for reduced medication adherence and poorer health
outcomes. These fees also make it harder for pharmacies to continue operating and providing
seniors and special needs populations with the medications and services they desperately need.
Many pharmacies have closed over the past few years and have cited DIR fees as a primary
cause. These pharmacy closures reduce access to vital healthcare services; especially in rural and
underserved areas where healthcare options are already limited.

CMS has attributed the growth of pharmacy DIR fees to the use of plan performance assessments
of pharmacies, showing fees based on measures skyrocketed by 225% from 2012 to 2017.
Pharmacies have long expressed concern that the pharmacy performance assessments used by
plans and their PBMs are arbitrary, lack transparency, are often inappropriate based on the drugs
the pharmacy dispenses and manages, and have no oversight.

Pharmacy DIR fee reform is urgently needed. CMS has stated that eliminating retroactive
pharmacy DIR fees will save beneficiaries an estimated $7.1-$9.2 billion in reduced cost sharing.
This common-sense, bipartisan legislation would reduce beneficiary cost-sharing on drugs and
eliminate the plans/PBMs clawing back fees from pharmacies, providing increased price
transparency for patients and pharmacies. Importantly, this legislation would establish a new
pharmacy performance system based on standardized, evidence-based measures to reward and
improve quality of care provided by pharmacies.

For these reasons, we are proud to support H.R. 3554 and urge swift Congressional action. We
again thank you for your leadership in introducing this critically necessary legislation.

Sincerely,
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