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Chairwoman Khan and FTC Commissioners,

Pharmacists United for Truth and Transparency (PUTT) respectfully submits the following letter
and select examples of PBM practices that adversely impact primary stakeholders in the U.S.
healthcare system, notably patients, employers, providers (physicians and non-PBM owned
pharmacies) and taxpayers.

There are literally hundreds of publicly-available examples of how PBM business practices have
shaped Americans’ access to medication, the result of PBMs’ ability to design and sell benefits
plans; require drug maker payment for product inclusion on formularies; and direct patients to
PBM-owned pharmacies over the community pharmacies they are required by law to contract
with in order to achieve “network adequacy”.

Concentration among 3 major PBMs, owned by health insurers whose size and reach across
the breadth of healthcare delivery modalities has ranked them among the top 10 largest
corporations in the world, is ensuring a closed market in which competition and innovation are
stifled while prices continue to rise.

For far too long, PBMs’ lack of transparency, in concert with state and federal governments'
inability (or perhaps unwillingness) to conduct oversight of these organizations receiving billions
in taxpayer-funded revenues, has resulted in a system so complex that not even the finest
business minds can unravel – let alone fix – the problem.

To that end, we appreciate the efforts of the FTC to pull back the opaque shroud enfolding PBM
practices so that Americans can begin to understand why their healthcare premiums and drug
prices have risen at record pace, while access to care and agency in the matter of their own
health have shrunk at an equally, perhaps correlated, rate.

Yours in advocacy,

Monique Whitney
Executive Director
Pharmacists United for Truth and Transparency
www.truthrx.org

http://www.truthrx.org




























FTC Comments Attachment 1A
Index of Attachments

Attachment 1: Evidence that PBMs do not negotiate contracts. PCMA and PBMs frequently
and publicly say they are open and willing to negotiate contract terms, however this is never
true. The example provided is from a pharmacy owner in rural Minnesota whose situation is
such that she can only attempt to negotiate with PBMs, she doesn’t have an entity to do it for
her. Time and again she’s been told the contract is not negotiable, that she must accept the
contract terms or not join the PBM network.

Attachment 2: 2021 Drug Pricing Transparency report by Janssen Pharmaceuticals. We
ask you to review pages 1-8, which not only classify and quantify rebates by dollar amount, but
also directly draw a line between the increasing demand for drug rebates and the higher price
consumers pay (because rebates are based on list price, consumers pay list price, but PBMs
negotiate a net price for themselves, then charge a higher price back to health plan payers.
Consumers do not receive the benefit of a drug rebate and don’t even know they aren’t
receiving that benefit, in spite of the publicity PCMA and PBMs generate by taking credit for
“negotiating lower drug prices”.

Attachment 3: Examples of Patient Steering Letters Received by Patients. Identifying
information has been redacted, but these are letters patients received that were sent to them by
name, falsely indicating their independent pharmacy was no longer in-network. These kinds of
letters make their way to patients all the time, and the most vulnerable ones (usually seniors) do
not know to check with their current pharmacy to see if the letter is accurate. The accompanying
email to the photographed letters explains the circumstances of one such vulnerable patient.  In
state policy stakeholder meetings where patient steering is on the table for discussion, PCMA
and the PBM lobbyists threaten over and over that if they are not allowed to direct patients to
their owned pharmacies then patients will see higher drug prices. But we have tracked
examples for years showing how independent pharmacies often have better pricing and better
service. We’ve collected stories from patients who were led to believe under false
circumstances that they needed to switch pharmacies, only to find out they were lied to.

Attachment 4: Examples of Contract Terms that Prohibit Pharmacies from Taking Certain
Actions, but not PBMs. Contract examples are as follows: (2) pharmacy prohibition on
soliciting patients to come to their pharmacy (patient steering); prohibition against accepting
discount cards as a form of payment; and a requirement that the pharmacy must refer to mail
order, specialty pharmacy or other providers as appropriate to the design of the benefit plan.

Attachment 5: Example of How PBM Mail Order is Not Less Expensive than In-Person
Pharmacy. This is a snapshot from a public hearing by the Collin County Commissioners re:
changing their pharmacy benefits plan away from the PBM’s mail order pharmacy program. In
the powerpoint slide, the 3rd bullet shows Collin County paid an average of $29.09 per
prescription for mail order vs. in-person pharmacy.





































































































































































































Upper Left: 3D render of bacteria under a 
microscope.



Bottom Left: Microscopic photograph of virus 
cells and microbes. 
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Government programs benefit from vigorous 
negotiation as well as legally required price 
concessions. Medicaid discounts also reflect 
the extra, “supplemental,” rebates states 
negotiate with manufacturers.

$33.9 Billion Paid in Rebates,  
Discounts & Fees:

Breaking It Down
In 2021, 

 to commercial insurers, 
government programs, providers,  
distributors and others. Here is 
the breakdown:

we provided $33.9 billion in rebates, 
discounts and feesa

Janssen Phamaceuticals, Inc., © 2022 JP, Inc.

a. All figures according to Janssen internal financial accounting.

b. Other: Includes Coupons/Co-Pay, programs such as Long-Term Care, ADAP (a program specific 
to HIV and AIDS) and other disease-specific sites of care/insurers.

Veterans Affairs/
Department of 

Defense

$1.4B

$625M
Non-340B 
Hospitals

$6.4B
340B


Program

$3.4B
Other b  

$1.6B
Distributors 

$8.3B
Commercial Insurers  
& Pharmacy Benefit 

Managers

$3.4B
Medicaid

$4.6B
Medicare

$4.2B
Community 

Clinics

http://transparencyreport.janssen.com
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2021 at a Glance

Average net price decline of Janssen 
medicines in 2021a (compared to the 
2021 consumer inflation rate of 7%)b

-2.8%

↑

Average annual 
increase in R&D 

investment from 
2016–2021a

11.2%
Dedicated in 2021 to 
the discovery and 

development of new 
treatments and curesa

$11.9B

Net Prices for Our Medicines Have Declined 
for the Fifth Year in a Row1

Rebates and Discounts to Commercial Insurers, 
PBMs and Government Programs Have Grown2

Insurance Design Shifts  
More Costs to Sicker Patients3

Our Investments in R&D Continue to Grow4

In 2021, our net prices declined for the fifth year in a row. Yet even as the net prices paid by commercial insurers, pharmacy benefit 
managers (PBMs) and government programs continue to decrease, patients face ever-increasing cost-sharing burdens.

Total amount Janssen paid in rebates, 
discounts and fees to commercial 
insurers, government programs and 
others in the healthcare system in 2021a

$33.9B

Total annual patient costs for 
coinsuranced

$28.1B
64% of covered U.S. workers face 

an in-network out-of-pocket 
cost maximum above $3,000–

an all-time high, up 83% since 
2010 (then 35%)c

Of the list prices of our 
medicines went to commercial 

insurers and others in the 
healthcare systema

54.8%

In total R&D spending 
since 2016a

$54.1B

Patients who were helped 
with support to afford their 

medicines through the 
Janssen CarePath Programa

1.1M

3 Facts to Know

Increase in average 
deductible since 2006c

3X

U.S.  TRANSPARENCY  REPORT

a. Figures according to Janssen internal financial accounting.

b. Bureau of Labor Statistics. “Consumer Price Index: 2021 in Review.” January 14, 2022. . 

c. Kaiser Family Foundation, 2021 Employer Health Benefits Survey, p. 100. November 10, 2021. .

d. Howell, S., Yin, P. and Robinson, J. "Quantifying the Economic Burden of Drug Utilization Management on Payers, Manufacturers, Physicians, and Patients." Health 
Affairs. August 2021. .

https://www.bls.gov/opub/ted/2022/consumer-price-index-2021-in-review.htm
https://www.kff.org/report-section/ehbs-2021-summary-of-findings

https://www.healthaffairs.org/doi/full/10.1377/hlthaff.2021.00036

Learn more at transparencyreport.janssen.com

https://www.bls.gov/opub/ted/2022/consumer-price-index-2021-in-review.htm
https://www.kff.org/report-section/ehbs-2021-summary-of-findings/
https://www.healthaffairs.org/doi/full/10.1377/hlthaff.2021.00036
https://transparencyreport.janssen.com/


2021 03

Protecting Progress 
for Patients

Janssen Phamaceuticals, Inc., © 2022 JP, Inc.

The U.S. healthcare innovation ecosystem stands out across the world as a beacon of 
promise for patients. This is because the remarkable pace of innovation, applied research 
and advanced clinical development is enabling transformative outcomes for patients. 

Recent years have seen dramatic advancements in 
targeted treatments for cancers, gene and novel cell-
based therapies and advances in treating childhood and 
rare diseases. Yet, for many American families, employers 
and individuals, the transformational progress made to 
address existing and unmet medical needs is not easily or 
affordably accessible.


Our responsibility as a leader in the healthcare system is to 
bring forward actionable ideas, data and insights to help 
create a sustainable healthcare system. This has been a 
paramount principle since our first Transparency Report 
was released in 2016. These data and insights are critical to 
help inform the ongoing debate surrounding rising out-of-
pocket costs for patients. 


Rising costs for patients is the right issue to focus on 
because patients deserve affordable access to needed care 
and treatments. However, in specific instances, federal 
and state policy proposals do not address the growing 
“affordability gap” for patients. This gap exists because 
commercial insurers have increased out-of-pocket costs 
for patients through inadequate insurance benefit design, 
despite the lower net prices paid by commercial insurers 
and pharmacy benefit managers (PBMs). 


These same policy proposals could have other unintended 
consequences, including:

 Directly undermining doctor-patient 
decision-making

 Limiting patients’ access to needed medicines
 Stifling research and discovery that will lead to 

lifesaving treatments.


This year’s report demonstrates our responsible approach 
to pricing, enduring investments in research and 
development and our continuing efforts to support 
affordable access to our medicines.

With this data and evidence, we are providing actionable 
information, insights and analysis critical to helping inform 
policies that address the growing affordability gap, foster a 
patient-centric healthcare system and enable our unique 
ecosystem of innovation.


At Janssen, our mission is to make disease a thing of the 
past, and we carry this mission forward by developing and 
providing medicines that are safe, effective and accessible. 
It is our responsibility to do so, and our 50,000 U.S.-based 
Johnson & Johnson employees dedicate themselves to this 
mission each day.


Sincerely,

Scott White 
Company Group Chairman 

North America Pharmaceuticals 
Johnson & Johnson

Anastasia G. Daifotis, M.D. 
Chief Scientific Officer 
Janssen North America 

Pharmaceuticals

In this year’s report we provide updated disclosures to 
continue advancing the national dialogue on healthcare 
costs and innovation, including these six key facts:

In 2021, our net prices 
declined for the fifth 
consecutive year.1

-2.8%

R&D spending was  
more than double 

our spending on sales 
and marketing.4

>100%

Our rebates, discounts 
and fees represent 

more than half of our 
list prices.3

55%

R&D spending grew to 
$11.9 billion – a 24% 
increase from 2020.5

$11.9B

Our negotiated rebates, 
discounts and fees grew to 

$33.9 billion – a 15.2% 
increase year-over-year.2

$33.9B

Our total R&D 
investments 
since 2016.6

$54.1B

U.S. TRANSPARENCY REPORT

Learn more at transparencyreport.janssen.com

https://transparencyreport.janssen.com/
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Highlights

 Janssen paid $33.9 billion11 in rebates, discounts and 
fees in 2021, up 15.2% compared to 2020.12

 Nearly 55% of the list price of our medicines went to 
commercial insurers and others in the healthcare 
system as rebates, discounts and fees.13

 In 2021, Janssen CarePath provided access and 
affordability support to nearly 1.1 million patients.14 

1. Janssen’s Responsible Approach 
to Pricing

In 2021, our net prices declined for the fifth year in a row –  
declining by -2.8%,7 and nearly -17%8 when compounded over the last six years.

Even as the net prices paid by commercial insurers, 
pharmacy benefit managers (PBMs) and government 
programs, on average, have declined over the past five 
years,9  

 especially for prescription drugs, 
due to the design and growing use of high-deductible 
benefit plans.10

individuals and families face ever-increasing 
cost-sharing burdens,

Our Responsibility—Today’s patients need affordable access to medicines. Tomorrow’s 
patients count on us to deliver treatments and cures for future health challenges and 
diseases. In setting a list price for a medicine, we balance:

The medicines’ value to patients, the 
healthcare system and society. We 
assess how our medicines and vaccines 
improve individual health and allow a 
person to live their life to the fullest, as 
well as the potential to lower healthcare 
costs throughout the system and 
advance existing standards of care.

1. The importance of supporting 
affordable access to our medicines  
and vaccines. We negotiate with 
insurers, PBMs and governments, as well 
as hospitals, physicians and other 
providers of care, so patients who are 
prescribed our medicines or need our 
vaccines can get access to them.

2. 3. The importance of preserving our ability 
to develop future ground-breaking 
vaccines, treatments and cures. Sales from 
our existing innovations provide us with the 
necessary resources to meet the growing 
costs of R&D to address unmet medical 
needs, better help underserved 
populations and remain prepared for 
emerging health threats.

U.S.  TRANSPARENCY  REPORT

Learn more at transparencyreport.janssen.com

Janssen U.S. Pricing Overview15
Our net list prices have been falling consistently over the past five years

2016 2017 2018 2019 2020 2021
-20%

-10%

0%

10%
List Price Change - Average

Net Price Change - Compounded

2016 2017 2018 2019 2020
0% $0

10% $10

20% $20

30% $30

40% $40

50% $50

60% $60

2021

Our rebates, discounts and fees have risen consistently, year-over-year

Rebates ($B)

Rebates (Percent of List Price)

Rebates ($USD in Billions)

Rebates (% of List Price)

https://transparencyreport.janssen.com/
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2. From Rebates to Insurance Benefit Design: 
What It Means for Patients & the Healthcare System 

In 2021, nearly 55% of the list prices of our medicines16 –  – went to 
commercial insurers and others in the healthcare system as rebates, discounts and fees. 
Rebates and discounts resulted in lower net prices for commercial insurers and PBMs.

Since 2016, the first year covered by the Transparency Report, 

,18  as PBMs and commercial insurers have grown in size 
and power (the three largest PBMs process nearly 80% of all prescription claims19).

 $33.9 billion17

the discounts we have 
provided have more than tripled

340B: Explosive Growth, but Who’s Benefiting? The Federal 
340B Drug Discount Program, established in 1992, was intended to 
restore discounts on drugs to certain hospitals and clinics that 
provided care to underserved or vulnerable communities. This 
program has grown considerably in the past 30 years without 
transparency of who is benefiting from the growth in discounts.25

U.S. TRANSPARENCY REPORT

a. Note: Per NHE Definitions, Total of Combined Other includes: Investment, Nursing Care 
Facilities and Continuing Care Retirement Communities, Other Professional Services, Dental
Services and Other. 

Healthcare Spending on Retail Drugs Is Less Than Spending 
on Other Sectors


2020 Spending on Retail Drugs, Percent of U.S. Health 
Expenditures (Sections in Billions USD)30

$4,124B
TOTAL

$1,346BaOTHER

$1,270BHOSPITALS

$810BPHYSICIAN &  
CLINICAL SERVICES

$350B Total Administration  
& Total Net Cost of  

Health Insurance  
Expenditures 

$348BDRUGS

U.S. Prescription Drug Spending & Overall Healthcare Costs


Despite the continuous decline in net prices driven by the 
growth in rebates, discounts and fees, there are still many 
misconceptions about overall prescription drug costs 
within the U.S. healthcare system. 


In 2020 (the most recent data available) the Centers for 
Medicare and Medicaid Services (CMS) found that spending 
on 

 – or about $348.4 billion20 – down 
from 9.9% in 2015. Government experts find that, 

  


Comparatively, when examining total U.S. healthcare 
spending, which was $4.1 trillion in 202022, spending on 
medicines is less than what is spent across many other 
sectors, such as on hospitals ($1.3 trillion.)23


One recent analysis noted, “Real net per capita spending – 
adjusting for net prices, population and economic growth 
– declined in 2020 to $1,085 and has increased only $56 
since 2010.”24  


retail prescription drugs across the entire healthcare 
system accounted for 8.4% of overall healthcare 
spending in the U.S.

when all 
costs for medicines in non-retail settings are added, the 
U.S. drug percentage of healthcare spending is no more 
than 14% – which is projected to remain consistent.21

This is less than $6 per year.

As the Congressional Budget Office (CBO) noted recently, 
“Nationwide per capita spending on prescription drugs 
has generally held steady or declined since the mid-2000s 
– other than the increase from 2013 to 2015 – whereas use 
of prescription drugs has most likely increased over that 
period.”26 

 


Other research shows that a growing share of healthcare 
spending is on low-value care or administrative spending, 
with estimates of such healthcare spending on waste 
ranging from $760 billion to $935 billion.28 The University of 
Michigan identified over $340 billion in unnecessary 
spending on low-value care that could be eliminated by 
designing insurance to be value-based.29 

The CBO notes spending most likely increased 
because of the aging of the nation’s population.27

http://transparencyreport.janssen.com
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2. From Rebates to Insurance Benefit Design

Insurers Determine Patient Out-of-Pocket Costs

This is especially acute for patients with multiple chronic 
conditions or who are prescribed specialty drugs in areas 
like oncology and immunology.33


Commercial insurers and PBMs are also implementing 
more restrictive utilization management programs.34 One 
such example is the increasing use of “exclusion lists,” 
which in some instances, prevents patients from accessing 
a growing list of medicines. Since 2014, these “exclusion 
lists” have grown more than 675%35 to include more than 
846 unique products.36 These exclusions are also being 
leveraged with specialty drugs, which could 
disproportionately affect patients with very acute and 
specialized treatment needs.37 

Commercial Insurers’ Utilization Management Programs 
Impact Patient Treatment Options


The CBO recently acknowledged that “it is unlikely that 
the average net price of a prescription has increased 
considerably in recent years…,”32 yet patients face growing 
cost-sharing (or out-of-pocket costs) obligations because 
of insurance benefit design, and in some instances, are 
getting less access to needed medicines. Commercial 
insurers and PBMs often, and more increasingly, base 
patient cost-sharing on list price and not the lower net 
price negotiated with drug companies. There is a growing 
gap between the lower net prices paid by commercial 
insurers and the higher out-of-pocket costs they set for 
patients, which is leading patients to stop filling their 
prescriptions and taking their medicines.

KEY 2016 2021

U.S. TRANSPARENCY REPORT

Growing Discounts and Rebates in 
Government Programs31

There are four primary drivers of the recent 
growth in rebates and discounts Janssen has 
provided since 2016 to various government 
programs, including:

 Benefits of vigorous negotiations with 
private insurance companies administering 
Medicare Part D benefit

 Increases in statutory required price 
concessions to government program

 Supplemental discounts negotiated with 
individual state

 Exponential growth of 340B Drug Pricing 
Discount Program

Since 2016, the first year covered by the 
Transparency Report, the rebates, discounts 
and fees we have provided to commercial 
insurers and PBMs have increased almost 
fivefold.

2x$0.7B $1.4BVA/DOD

2.4x
$1.4B $3.4BMedicaid

5x
$1.7B $8.3BCommercial


Market

3.5x
$1.3B $4.6BMedicare

3.2x
$2.0B $6.4B340B

From 2016 – 2021, Our Rebates, 
Discounts and Fees to Commercial 
Insurers and PBMs Have Increased 

(51%) (57%)

(55%) (55%)

(30%) (50%)

(59%) (66%)

(20%) (38%)

(AVERAGE OFF LIST PRICE 2016-2021)

KEY 2016 2021
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2. From Rebates to Insurance Benefit Design

The Ways Insurance Benefit Design Drives Up Patient Out-of-Pocket Costs

The financial burden for patients is growing as formularies 
become more complex through multiple tiers and various 
cost-sharing arrangements based on class of drug. For 
instance, co-insurance alone now costs patients nearly $30 
billion per year.38 


At the same time, commercial insurers’ utilization 
management tactics create access requirements for patients, 
which may affect patient outcomes:

 Expanded Tiered Lists with Varying Cost-Sharing: 
Commercial insurers continue to incorporate “more 
complex [insurance] benefit designs for prescriptions 
drugs… with multiple cost-sharing tiers as well as other 
management approaches.”39 This can be especially 
harmful for patients needing specialty drugs, (e.g., 
cancer treatment) as these drugs are often placed on 
higher cost-sharing tiers.

 Co-Pay Adjustment Programs: Commercial insurers 
are increasingly using accumulator and maximizer 
adjustment programs to prevent co-pay assistance 
provided to patients by manufacturers from applying 
toward patient out-of-pocket maximums or 
deductibles. They can lead to additional and 
unexpected costs for patients and consequently 
reduce medication adherence.

 Non-Medical Switching: This happens when 
commercial insurers and PBMs switch clinically stable 
patients on any product to other therapies for non-
medical reasons. This creates significant barriers to 
decision-making for patients, with one study noting 
that 73% of patients surveyed felt commercial insurers’ 
non-medical switching disrupted the care decisions 
made between a patient and doctor.40

 Step Therapy: Commercial insurers can require 
patients to fail treatment on the insurer’s preferred 
medicine before trying another medicine. Beyond the 
burden this type of policy places on physicians, there is 
a growing concern that step therapy is preventing 
patients, especially those with very chronic conditions 
such as rheumatoid arthritis (RA), from taking their 
prescribed medicines.41 This also creates extra work for 
providers and doctors who must manage and maintain 
up-to-date lists of commercial insurers’ approved drug 
lists.

 Prior Authorization: This is a requirement that providers 
submit documentation to commercial insurers before the 
commercial insurer approves coverage of a specific 
treatment and is a key driver of administrative cost growth 
in the U.S. It is estimated that physicians spend more than 
$26 billion per year managing commercial insurers’ prior 
authorization requirements for prescription drugs.42 One 
recent study noted that prior authorization could be the 
cause of prescription abandonment for more than 150 
million patients.43

Co-Pay Adjustment Programs 
—Who Benefits: Patients or Commercial Insurers?

Commercial insurers deploy a growing array of aggressive 
tactics to undermine the co-pay assistance drug 
manufacturers provide patients. They prevent that assistance 
from counting toward a patient’s deductible, sometimes 
leaving patients with sudden and often unexpected increases 
in out-of-pocket costs. Often these commercial insurer 
tactics are deployed to capture maximum economic value of 
the patient co-pay assistance for the commercial insurers’ 
benefit while patients unknowingly face higher out-of-pocket 
costs as a result.


This makes it harder for patients to stay on their medicines 
and leads to worse health outcomes. The American Society 
of Clinical Oncology (ASCO) recently noted that these types 
of programs “have the potential to harm patients by 
discouraging the appropriate utilization of specialty therapies 
and reducing adherence to recommended treatment.”


There is growing concern among policymakers about these 
tactics’ effects on patients. In fact, 12 states and Puerto Rico 
have passed legislation prohibiting the use of co-pay 
adjustment programs.

Utilization Management Challenges Doctors, Too: Prior 
authorization can be disconnected from clinical care, with one 
recent study noting that only 34% of step therapy protocols 
deployed by the largest 17 U.S. health plans are consistent with 
clinical guidelines.44 Doctors and their support staff are also 
spending almost two full business days each week processing prior 
authorization – which means delays in patients receiving 
medications they need and less time for delivering care.45

U.S. TRANSPARENCY  REPORT

Learn more at transparencyreport.janssen.com

https://transparencyreport.janssen.com/


The full report document can be found at https://transparencyreport.janssen.com/
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Moniue Whitney moniuetruthr.org

Wellcare 

 < > Wed, Nov 17, 2021 at 5:13 PM
To: Monique Whitney <monique@truthrx.org>

Hi 

I’m being told you are collecting these letters.  A few patients have brought in these letters that we are no longer in
network.   
We did sign this contract.  We even called today and we’re verbally told we are a pharmacy patients can go to.  They
couldn’t tell us why these letters are being sent out stating such a thing.   

 
Sent from my iPhone 

2 attachments
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3. Pharmacy Services and Standards 
In the event Provider and/or its agents, including outside counsel acting on Provider’s behalf, breaches any 
terms and conditions outlined in this chapter of the Provider Manual, Provider may not seek reimbursement 
from Eligible Person, and Caremark, on its own behalf, or on behalf of a Plan Sponsor, may terminate the 
Provider Agreement (or Provider’s participation in specific Plans or networks) and may exercise other 
remedies available to Caremark as may be set forth herein or otherwise available at Law or equity, 
including chargeback of applicable claims.

Pharmacies are an important part of Caremark’s services and our goal to help people on their path to better health. 
Our Plan Sponsors, which include insurance companies, managed care organizations, third-party administrators, 
federal and state entities, employers, and union-sponsored benefit plans, entrust us with serving their diverse 
membership and we are committed to providing them with innovative and quality services and measures to control 
healthcare spending and improve health outcomes.  Through our health services, plans, and community 
pharmacists, we are pioneering a bold new approach to total health, making quality care more affordable, 
accessible, simple and seamless, to not only help people get well, but help them stay well in body, mind and spirit.

3.01 Providing Pharmacy Services to Eligible Persons

3.01.01 Professional Judgment and Conduct 
All Pharmacy Services must be provided by or under the direct supervision of a Licensed Pharmacist and in 
accordance with Prescriber directions and applicable Law. Provider must at all times exercise professional 
judgment in providing Pharmacy Services to an Eligible Person. Provider may refuse to provide Pharmacy Services 
to an Eligible Person based on professional judgment.  

3.01.02 Verification of Eligible Persons 
Caremark or Plan Sponsors may provide Eligible Persons with identification cards. Eligible Persons must present 
an identification card to Provider when having a prescription filled.  Provider must utilize the information on the 
Eligible Person’s identification card to submit claims through the claims adjudication system. If an identification 
card is unavailable at the point of service, Provider must make reasonable efforts to obtain the necessary 
information for claim submission. Provider will not be reimbursed for providing Pharmacy Services to an Eligible 
Person whose eligibility was incorrectly submitted. 

3.01.03 Identification Cards 
In most cases, the identification card will be produced in the most current NCPDP format and will contain the 
Eligible Person’s identification number, RXBIN, RXPCN, and RXGRP. Some Plan Sponsors produce identification 
cards that may not include this information. 

An identification card may show coverage for the Eligible Person only or it may show coverage for the Eligible 
Person and his or her dependents. 

3.01.04 Nondiscrimination 
Provider must not discriminate against an Eligible Person on the basis of race, color, national origin, gender, age, 
religion, disability, medical condition, political convictions, sexual orientation, Eligible Person’s enrollment in a Plan, 
source of payment, marital or family status, or any other basis prohibited by Law. Unless professional judgment 
dictates otherwise, Provider must deliver Pharmacy Services related to Covered Items to all Eligible Persons. 

3.01.05 Eligible Person Solicitation 
Provider must not directly or indirectly obtain prescriptions for Eligible Persons via marketing activities including, 
but not limited to, (1) contacting Eligible Person or Prescriber without a previously existing relationship; (2) obtaining 
an Eligible Person’s primary care provider or billing information through unsolicited methods; and/or (3) contacting 
or offering to contact a Prescriber on an Eligible Person’s behalf without the Eligible Person’s express knowledge 
and authorization for each specific claim. Provider shall not obtain a prescription from a Prescriber not expressly 
requested by the Eligible Person or by suggesting to an Eligible Person that his or her Prescriber or health plan 
wants the Eligible Person to receive the medication without the prescriber’s express knowledge and authorization. 
Nothing herein is intended to prohibit Provider from engaging in documented clinical initiatives including, but not 
limited to, adherence initiatives, gaps-in-care management, or comprehensive medication reviews with Eligible 
Persons.
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Pharmaceutical Manufacturer Coupons that are only eligible to be used at specific pharmacies are not allowed. 
Certain Pharmaceutical Manufacturer Programs are specifically disallowed including, but not limited to, those from 
Affordable Medication Solutions, RetainRx, RxData Resources PBM, Phoenix PBM and all associated programs, 
including, but not limited to, The Association for Precision Pharmacy Services and Arena Health Foundation.

Provider’s application of a Pharmaceutical Manufacturer Coupon to reduce a Patient Pay Amount in violation of 
this section constitutes a prohibited waiver of the Patient Pay Amount.

3.03.04 Proof of Payment 
Provider must maintain proof of payment by Eligible Person of the Patient Pay Amount [e.g., copies of cancelled 
checks (front and back), proof of credit card transactions, or bank deposits for Patient Pay Amounts paid in cash], 
which shall be subject to Caremark audit and/or compliance review.

Provider must maintain proof of payment of the Patient Pay Amount [e.g., copies of cancelled checks (front and 
back), proof of credit card transactions, or bank deposits for Patient Pay Amounts paid in cash], by other persons, 
organizations, foundations, charities, etc., on Eligible Person’s behalf, which shall be subject to Caremark audit 
and/or compliance review.

If the Patient Pay Amount is reduced due to a coordination of benefits (COB), Provider must provide evidence of 
the COB claim payment by other payer(s), which shall be subject to Caremark audit and/or compliance review.

3.03.05 Excess Collections 
If Caremark determines that Provider has charged or collected from an Eligible Person in excess of the Patient Pay 
Amount communicated by the claims adjudication system, Provider must promptly reimburse Eligible Person for 
the excess amount upon Caremark request; otherwise, Caremark reserves the right to recover the excess amount 
from Provider (including by offset against other amounts owing to Provider) and return the recovered amounts to 
the Eligible Person.

3.03.06 Limitation on Collection
Except for the Patient Pay Amount, Provider cannot bill, charge, collect a deposit from, seek compensation, 
remuneration or reimbursement from, or have any recourse against an Eligible Person for the provision of 
Pharmacy Services related to a Covered Item in any event, including non-payment by or bankruptcy of a Plan 
Sponsor or Caremark or where such amount is disallowed or not permitted by a governmental body. For claims of 
Plan Sponsors who are Medicare Advantage organizations providing Medicare Part C services, Provider must not 
hold any Eligible Person liable for payment of any fees that are the legal obligation of such Medicare Advantage 
organization.

3.03.07 Patient Inducements
Provider may not offer or provide any item of value including, but not limited to, gift cards, coupons, or free goods 
or services, to an Eligible Person to induce or reward the purchase of Pharmacy Services or Covered Items from 
Provider, unless such items are nominal in value (meaning a value of $15 or less) and the aggregate value of items 
given to an Eligible Person does not exceed $75 per year, as documented in Provider’s records that are subject to 
audit. Further, notwithstanding the foregoing, Provider may not offer or provide any inducement to an Eligible 
Person that is prohibited by any applicable Law. This section does not apply to Pharmaceutical Manufacturer 
Coupons which are addressed in section 3.03.03 Coupons and Other Programs of the Provider Manual.

3.03.08 Waivers
Provider must promptly collect from the Eligible Person the full Patient Pay Amount as communicated by the 
claims adjudication system unless otherwise authorized in writing by Caremark or except for a non-routine, 
unadvertised waiver of a Patient Pay Amount that does not violate applicable Law and is either:

• A waiver based on an individualized determination of financial need made under a Financial Hardship Program 
that meets the Financial Hardship Program requirements set forth below; or

• A waiver made following exhaustion of reasonable collection efforts, such as invoices, billing letters, and 
collection calls.

Provider must document its reasonable collection efforts, and such documentation must include, at minimum, the 
date the collection effort was sent or contact made, the Patient Pay Amount owed by Eligible Person, results of 
each collection effort, and final disposition.

If a payment plan is agreed to by Provider with an Eligible Person for the payment of a Patient Pay Amount, all 
terms of the payment plan, including the total amounts subject to the payment plan and repayment terms, must be 
documented and written confirmation of such terms must be sent to the Eligible Person. The payment plan must 
be reasonable and expected to result in full collection of outstanding Patient Pay Amounts owed and must be 
readily retrievable upon request from Caremark.
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3.05.03 Prescription Information
All prescription documentation (including electronic records within Provider system and written, faxed, telephoned, 
and computer-generated orders) for Covered Items written by the Prescriber and dispensed to the Eligible Person, 
must fulfill the requirements as set forth within applicable Law and contain additional information necessary for 
proper submission and adjudication of a claim transaction such as: 

• Full name of the Eligible Person for whom the prescription was written by the Prescriber and the address at 
which the Eligible Person resides 

• Full name, address, telephone number, and NPI (or other required identification number) of the Prescriber 

• Name, quantity, and strength of the medication prescribed 

• Specific dosage directions 

• Generic substitution instructions (if applicable) 

• Notation when Eligible Person requests that a multi-source brand medication be dispensed 

• If prescription is changed, notation of the changed prescription element, time, date, name of authorizing 
person, and affiliation with Prescriber 

• Refill instructions 

• Miscellaneous or other information as required in accordance with applicable Law 

• Prescription hard copies or electronic prescription records for insulin and diabetic supplies must contain 
complete documentation of items, quantities dispensed and directions for use 

Documentation for a vaccine claim transaction, which includes vaccine administration, must be maintained on the 
prescription hard copy or electronic prescription record, or in the form of a vaccination administration record 
(when the administration was included within the claim transaction).  Documentation must include: 

• Detail regarding the administration (e.g., lot number, expiration) 

• Date of the administration 

• Name and NPI of Provider directly responsible for administration of the vaccine (if the Provider does not have 
an NPI, provide the NPI of the pharmacy)

• NPI of the Prescriber of the vaccine, following applicable state and federal Law (this may be the same as the 
Provider administering the vaccine where applicable Law allows)  

• Acknowledgement that confirms the Eligible Person received both the medication and the administration 

Prescription records must be updated at least annually, or such shorter period as required by applicable Law, and 
updates include contacting the Prescriber to authorize the prescription order and documenting on the hard copy, 
electronic prescription record, or Provider systems where it can be readily retrievable. In the case of a long-term 
care pharmacy’s standing medication order, Provider must maintain written record of the prescriber’s review and 
continuation of the standing order within one (1) year prior to the fill date, or such shorter period as required by 
applicable Law. 

During an audit, it may be difficult to remember the circumstances surrounding a particular prescription. Therefore, 
Caremark recommends that Provider document as much information as possible on the prescription itself, 
outlining any unusual circumstances that occurred while dispensing the medication. A notation on the prescription 
may eliminate a question from the Caremark auditor or help to resolve an audit discrepancy.

3.06 Referrals

3.06.01 Referral Fees
Provider shall not offer or pay to any healthcare provider or its affiliates or representatives, directly or indirectly, 
any payment, commission, kickback, or other consideration, whether in the form of money or otherwise, as 
compensation or inducement for the referrals of patients or other individuals to Provider for the provision of any 
pharmacy or other healthcare service.

Provider shall not solicit or receive from any healthcare provider or its affiliates or representatives, directly or 
indirectly, any payment, commission, kickback, or other consideration, whether in the form of money or otherwise, 
as compensation or inducement for Provider’s referral of patients or other individuals for the provision of any 
pharmacy or other healthcare service. 

3.06.02 Referrals to Non-Retail Participating Providers
Provider must refer Eligible Persons to mail order, specialty, and/or other specified pharmacies for certain 
Pharmacy Services as appropriate for his or her plan benefit design and in compliance with applicable Law.
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Network Pharmacy Providers encounters abusive and disruptive Members, please see Pharmacy help desk service 
contact information provided in Section III of this PM.  
  
As a Network Pharmacy Provider, Administrator encourages that you keep notes and any documentation concerning 
abusive and disruptive contact as you may be asked to provide this information at the time you report abusive and 
disruptive Members.  
  

K. National Plan and Provider Enrollment System (NPPES) Updates  
  
Network Pharmacy Providers are strongly encouraged to update their information, including all taxonomy codes, on 
the  
National Plan and Provider Enrollment System (NPPES) at the following location: https://nppes.cms.hhs.gov 
The information on NPPES, including your pharmacy’s taxonomy information, may be used for network and 
contract validation by Administrator, Clients and CMS.  
  

L. Termination  
  
Administrator may immediately terminate or suspend the Agreement or any applicable Addendum or Amendment (in 
whole or in part with respect to an applicable Client, network and/or Network Pharmacy Provider location) pursuant to 
business needs, Client-specific network design, for, in the opinion of Administrator, actions detrimental to the provider 
network(s) or for cause, regardless of the network in which the Network Pharmacy Provider participates for reasons 
including, but not limited to:  

• Rejecting Members at the point of sale for a non-clinical reason, including to improve reimbursement;  
• Implementing any systematic or other block of a Client's Benefits Plan(s);  
• Attempts to steer or redirect Members to other coverage (including other discount card plans);  
• Loss of required licensure by a Network Pharmacy Provider or individual location;  
• Administrator reasonably believes that Network Pharmacy Provider or Pharmacist is or has been engaged in 

fraudulent activity of federal/state law;  
• Network Pharmacy Provider’s insurance required hereunder being canceled, lapsed, terminated or otherwise 

suspended without replacement coverage;  
• Network Pharmacy Provider solicits or attempts to solicit or steer any client of Administrator to terminate its 

relationship with Administrator or to enter into a direct agreement with Network Pharmacy Provider;  
• Network Pharmacy Provider engages in conduct or communication(s), including, but not limited to, contact 

with any third party, including any Client, Plan and/or a Client or Plan's Member, which disparages 
Administrator;  

• Any attempt by Network Pharmacy Provider to institute an automated reversal process;  
• Any attempt by Network Pharmacy Provider to circumvent any security measure that is part of the POS 

System;  
• Network Pharmacy Provider or Pharmacist provides substandard, inferior, contaminated or adulterated Drug 

Product(s) to any Member;  
• Network Pharmacy Provider engages in Mail fulfillment in violation of the Agreement without Administrator's 

written authorization;  
• Administrator determines in its sole and absolute discretion that Network Pharmacy Provider or Pharmacist 

has violated Administrator's policies and procedures, including without limitation those included in this PM in 
the provision of Covered Prescription Services;  

• Governmental Authority directs Administrator to terminate its relationship with Network Pharmacy Provider;  
• Network Pharmacy Provider is otherwise non-compliant with the PM;  
• Network Pharmacy Provider violates any law or regulation relevant to performance under the Agreement and 

with the Network Pharmacy Provider’s operations in general;  
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