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House Energy and Commerce Health Subcommittee Hearing on Health
Care Costs with Prescription Drug Supply Chain Stakeholders

On Wednesday (February 11), the House Energy and Commerce Health Subcommittee held a hearing entitled,
“Lowering Health Care Costs for All Americans: An Examination of the Prescription Drug Supply Chain.” During
the hearing, members heard testimony from a panel of nine witnesses, including eight executives of associations
whose members are part of the pharmaceutical drug supply chain and an academic. The associations before the
subcommittee were: PhRMA, representing branded drug manufacturers; Biotechnology Innovation Organization
(BIO), representing biotechnology companies; Association for Accessible Medicines, representing generic
manufacturers; Pharmaceutical Care Management Association, representing pharmacy benefit managers (PBMs);
Healthcare Supply Chain Association, representing traditional health care group purchasing organizations;
Healthcare Distribution Alliance, representing distributors; the National Community Pharmacists Association,
representing community pharmacists; and ERISA Industry Committee, representing employers.

During the hearing, members asked questions on a range of topics to better understand the drivers of drug prices
including competition, vertical consolidation, price transparency, biosimilar interchangeability, PBM practices, and
more. While most members praised the recent enactment of bipartisan PBM reforms, they said that more needs to
be done to improve the affordability of prescription drugs, without jeopardizing innovation.

The witnesses all highlighted the ways in which their member companies work to lower patients’ drug costs, and
pointing to other stakeholders as responsible for increasing costs.

e fFor more information: https://energycommerce.house.gov/events/health-subcommittee-lowering-health-
care-costs-for-all-americans-an-examination-of-the-prescription-drug-supply-chain

Opening statements

Subcommittee Chairman Morgan Griffith (R-VA): In his opening statement, Subcommittee Chairman Griffith said
the hearing will focus on “health care costs and patient access challenges by examining affordability across the
entire pharmaceutical supply chain.” Chairman Griffith said, “One of the most frustrating aspects of the supply
chain is that is operates as if in a block box." He said the witnesses before the subcommittee all play a role in
getting a prescription drug to a patient and will shine a light on the process to help Congress look for ways to
make prescription drugs more affordable. He said, “"We all want to lower costs for patients while ensuring America
remains a leader in pharmaceutical innovation.” Full Statement.

Subcommittee Ranking Member Diana DeGette (D-CO): In her opening statement, Ranking Member DeGette said
the US drug supply chain and drug pricing system is “complex” and “convoluted.” She said the current system
rewards “pricing games" but does “too little to reward effectiveness and true innovation.” She spoke favorably of
the Inflation Reduction Act's (IRA's) drug price negotiation program, saying it has lowered the cost of drugs for
seniors. But she spoke critically of the Most Favored Nation's (MFN) agreements, calling them “backroom deals"
that were reached "“in response to extortionate and frankly illegal tariff threats.” She urged Republicans to
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address health care affordability by reinstating the enhanced ACA premium tax credits and repealing H.R. 1. She
also spoke of the importance of maintaining the US's “basic research infrastructure.”

Committee Chairman Brett Guthrie (R-KY): In his opening statement, the Chairman said, “The prescription drug
supply chain is a complicated web of financial and logistical transactions.” He applauded the recent enactment of
PBM reforms, adding that it is “just the beginning.” He spoke of the need for additional policies to improve
affordability for all Americans. The Chairman discussed the rise in vertical integration among PBMs and insurers
and also wholesalers and raised concerns that PBM business practices have created adverse incentives. Finally, he
lauded the launch of TrumpRx to connect Americans to lower cost drugs.

Committee Ranking Member Frank Pallone (D-NJ): In his opening statement, the Ranking Member called on
Republicans to address affordability impacting patients today by reinstating the ACA enhanced premium tax
credits. He said, “Republicans are holding this hearing because they have no real plan to lower health costs or
improve quality of care.” He spoke critically of H.R. 1's health care funding cuts, the projected negative impact on
enrollment, and the bill's orphan drug provision. He also criticized the Trump Administration’s actions to cut or
freeze research grants and HHS messaging related to vaccines. He spoke of his bill, the Lowering Drug Costs for
American Families Act (H.R. 2554), and called on Republicans to pass “real solutions,” instead of making “secret
deals.” Full statement.

Witness testimony

Lori Reilly, Chief Operating Officer, PhRMA. In her testimony, Ms. Reilly said the current system enables US
residents to get access to drugs earlier than those in other countries. She said that the pharmaceutical industry
has innovated and evolved rapidly over the past 10 years to balance innovation with lower costs. She said that
“the unique challenges we face in our system are in part because we have a convoluted supply chain” that diverts
money to PBMs and other third parties, such as group purchasing organizations (GPOs). She also spoke critically
of insurer prior authorization practices and the 340B Drug Pricing Program. Full Testimony.

John Crowley, President and CEO, Biotechnology Innovation Organization (BIO). In his testimony, Mr. Crowley
shared a personal story that motivated him to become a biotech entrepreneur and spoke of pharmaceutical
innovation and the need to simplify the US drug supply chain by addressing third parties that profit off of
innovation and hospitals that markup drugs. Full Testimony.

John Murphy, President and CEO, Association for Accessible Medicines. In his testimony, Mr. Murphy spoke of
the role generics and biosimilars play in lowering drug costs. He called on Congress to enable the generic market
to function as intended, streamline clinical trial standards, address drug manufacturer patent practices, and
address formulary practices that favor higher list price drugs as opposed to generics. Full Testimony.

David Marin, President and CEO, Pharmaceutical Care Management Association. In his testimony, Mr. Marin
spoke of the role PBMs play in the pharmaceutical supply chain and sought to debunk statements that
"misrepresent” PBMs, while acknowledging where PBMs have “failed.” He said without PBMs drug prices would be
higher and urged Congress to broaden its reforms to other parts of the industry and address the root causes of

high drug prices. Full Testimony.

Chester “Chip" Davis Jr., President and CEO, Healthcare Distribution Alliance. In his testimony, Mr. Davis spoke
of the role distributors play in the pharmaceutical supply chain to deliver medicine to providers, saying
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distributors bring efficiency to the system. He said that “there is an opportunity for reform and improvements
designed to benefit patients and ease provider burdens,” without disrupting the benefits of distribution. Full
Testimony.

Angie Boliver, President and CEO, Healthcare Supply Chain Association. In her testimony, Ms. Boliver spoke of
the role traditional health care GPOs play both in the pharmaceutical supply chain and the broader health care
supply chain. She clarified that her association does not include PBM-owned rebate aggregators, often referred to
as GPOs, and noted the transparency practices in place between providers and health care GPOs. Full Testimony.

James Gelfand, President and CEO, The ERISA Industry Committee. In his testimony, Mr. Gelfand spoke of the
role self-insured employers play in getting members access to prescription drugs and the barriers employers face
in trying to achieve the most cost-effective solutions. He raised concerns about the role of middlemen, such as
PBMs, wholesalers, and PBM-owned rebate GPOs. He called for additional PBM reforms and other policies to
increase transparency into the supply chain. Full Testimony.

Douglas Hoey, Chief Executive Officer, National Community Pharmacists Association. In his testimony, Mr. Hoey
spoke of the role community pharmacists play in the pharmaceutical supply chain, saying that they serve on the
frontlines of patient care. He spoke critically of vertical consolidation in health care and PBM practices that are
driving community pharmacists out of business. Full Testimony.

Rachel Sachs, Professor of Law, Washington University in St. Louis. In her testimony, Ms. Sachs discussed the
ways in which stakeholders from across the entire prescription drug supply chain can influence drug prices, as
well as ways to address the drivers of high drug costs targeted at each stakeholder within the system. Full
Testimony.

Q&A

Rep. Griffith focused his questions on competition, PBM practices, fiduciary duties for insurers and PBMs, and
issues around specialty drug pricing. He asked Mr. Marin, "If you like competition, do you think the Federal Trade
Commission (FTC) should break up the three biggest PBMs that control 80% of the market?” Mr. Marin said, “The
answer is simply no. Ours is a highly competitive market, Chairman. There are 73 full service PBMs, all different
shapes and sizes, different geographic footprints, different service offerings.” Mr. Marin later said an example in
which a PBM uses formulary placement to impact the list price would be an “outlier.” Rep. Griffith also proposed
looking at insurance companies as fiduciaries and Mr. Gelfand spoke in favor of expanding fiduciary duties to
PBMs. When asked about specialty drugs, Mr. Gelfand said there is no one set definition of a specialty drug.

Rep. DeGette spoke of the need to understand the details of the Most Favored Nation deals between the Trump
Administration and drug manufacturers, to which Chairman Guthrie agreed. Rep. DeGette said she is still working
on 21st Century Cures 2.1 and raised concerns that the Administration’s policies have negatively impacted
research and innovation in the pharmaceutical sector. Ms. Sachs said there were 24% fewer grants last year
compared to the previous year and spoke of staffing losses at FDA affecting processes and expertise.

Rep. Guthrie asked about the barriers employers face to negotiating down drug costs, vertical integration among
wholesalers, and the ways in which independent pharmacies can benefit from the recently enacted PBM reforms.
Mr. Gelfand said prior to the PBM reforms employers did not have access to the data needed to negotiate lower
drug costs. Mr. Hoey said the PBM reforms will give independent pharmacies access to “reasonable and relevant
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contracts.” Mr. Davis pushed back against claims that wholesalers are vertically integrating, saying a minority of
their members are “creating working relationships or networks,” not purchasing medical practices.

Rep. Pallone spoke critically about the FDA's approach to science, saying, “There is no gold standard anymore.”
He also called on Chairman Griffith to get more details about the MFN agreements between the Trump
Administration and drug manufacturers, noting that you need to more details to examine their impact on drug
prices and patients. Chairman Griffith agreed with the need for more transparency related to the MFN deals.

Rep. Diana Harshbarger (R-TN) spoke of the negative impact high drug prices can have on patients, particularly
seniors. She shared data showing prescription drug price growth has lagged behind hospital cost growth and
asked about the true drivers of health care costs. She also asked about the impact of patent abuses and offshore
PBM-owned GPOs on drug prices.

Rep. Debbie Dingell (D-MI) spoke favorably of the recently enacted PBM reforms but said Congress must do more
to rein in PBM practices. She raised concerns about TrumpRX and asked about factors that can make drugs more
affordable when bought outside of insurance. Mr. Hoey said using your insurance can be more expensive than
paying cash for certain drugs because of PBMs practices like spread pricing. Mr. Hoey said Congress passed a bill
to ban gag clauses but PBMs use other tactics, such as punitive audits “to threaten pharmacies and to kick them
out of the network.” Mr. Hoey also spoke in favor of allowing pharmacies to purchase and sell drugs at their net
price.

Rep. Gus Bilirakis (R-FL) spoke of the need to encourage innovation for rare diseases while ensuring curative
therapies remain affordable. Mr. Crowley spoke in favor of reducing the complexity of the clinical trial system and
modernizing the FDA's approach to rare diseases treatments. Rep. Bilirakis asked how PBM incentives block lower-
cost products from formularies. Mr. Murphy spoke of the need to prioritize generics on formularies.

Rep. Nanette Barragdn (D-CA) spoke critically of the market concentration among the top three PBMs and cited
data showing PBMs benefited from price markups for specialty generics. She also spoke critically about vertical
consolidation among insurers, PBMs, and pharmacies. Mr. Hoey said the vertical integration compromises patient
choices and inflates costs.

Rep. Buddy Carter (R-GA) spoke critically of PBMs for drug markups, steering practices, and reimbursement
disparities that he said are harming independent pharmacies. He highlighted FTC findings about PBM practices
and urged Mr. Marin to have PCMA adopt the terms of the Express Scripts transparency settlement across all of its
members. Mr. Marin said many of the settlement terms are actions PBMs have already been working to adopt and
committed to sharing more information about offshore GPOs.

Rep. Kim Schrier (D-WA) spoke of the need to lower prices for EpiPens either voluntarily or via legislation and the
need to protect innovation, speaking critically of the FDA's recent decision to reject Moderna's mRNA flu vaccine.
Mr. Crowley said BIO is concerned about "“shifting standards,” adding, “We need consistency. We need
predictability from our regulatory bodies.” Rep. Schrier spoke in favor of the Vaccine Injury Compensation
Program (VICP) as essential to vaccine stability and criticized HHS Secretary Robert F. Kennedy Jr.'s proposed
changes to the program. Both Ms. Reilly and Mr. Crowley spoke in favor of the VICP and vaccines.
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Rep. John Joyce (R-PA) spoke critically of PBM rebate structures favor high-cost drugs over lower cost
alternatives and vertical integration among wholesalers and specialty practices. Mr. Marin said that PBMs use
rebates to drive down the cost of drugs and those rebates now must be passed on to the employer

Rep. Lori Trahan (D-MA) said that affordability and innovation must go hand in hand, warning that China is
outpacing the US in clinical trial capacity and biomedical competitiveness. She spoke of the need for stable federal
research funding, strong FDA processes, and modernized clinical trial infrastructure. Ms. Reilly agreed with Rep.
Trahan's characterization of China and said the US needs to adopt policies that bring down costs and accelerate
drug approvals, such as improving clinical trials and adopting technology like Al. She also spoke of the need for "“a
predictable, transparent regulatory system” and to protect “cooperative research between academia, government
and industry.” Rep. Trahan also spoke of the importance of health preparedness and to ensure investment in
platform technologies like mRNA.

Rep. Troy Balderson (R-OH) asked about requlatory barriers at the FDA that slow clinical trials and increase
development costs. Mr. Crowley spoke of the need to simplify clinical trial requirements. For example, he
guestioned whether animal testing is still needed and suggested centralizing institutional review boards. Rep.
Balderson also spoke of the unique struggles of rural pharmacies facing “take it or leave it” PBM contracts and
below-cost reimbursement. He also raised concerns about IRA implementation potentially discouraging generic
and biosimilar investment. Mr. Murphy said CMS' implementation of the IRA's drug price negotiation program
reduced the predictability of the market for generic manufacturers.

Rep. Marc Veasey (D-TX) questioned the benefit of TrumpRXx, saying it does not include generics and lacks price
comparison tools that are available on GoodRx. Rep. Veasey suggested the program is more political branding
rather than a real cost-reduction solution.

Rep. Mariannette Miller-Meeks (R-1A) spoke of the need to improve patient affordability and referenced her bill,
the Lower Healthcare Premiums For All Americans Act (H.R. 6703), which aims to increase transparency and
reduce hidden cost drivers. She asked questions clarifying the difference between PBM-owned GPOs and
traditional health care GPOs and asked about mechanisms to ensure taxpayers receive returns on NIH-funded
innovation. Ms. Reilly said current rules require drug manufacturers to pay back royalties to universities if the
manufacturer is able to produce a “tangible asset” from an invention licensed from the university. Rep. Miller-
Meeks suggested reinvesting those royalties back to the NIH.

Rep. Lizzie Fletcher (D-TX) spoke about the need to maintain the research infrastructure and addressing perverse
incentives. She questioned both Ms. Reilly and Mr. Crowley as to whether their members have disclosed that their
meetings with the FDA related to drug reviews were being conditioned on being held at properties owned by the
Trump administration. Both Ms. Reilly and Mr. Crowley said their members have not raised such a matter. Rep.
Fletcher also asked whether TrumpRx or IRA drug price negotiation program will provide more cost savings to
consumers to which Ms. Sachs said based on the available data the drug price negotiations are generating larger
savings for a broader number of seniors.

Rep. Cliff Bentz (R-OR) spoke of the potential for Al to improve drug development and delivery and support
Congress in examining policy options to address drug supply chain problems. Rep. Bentz also asked how best to
use the $50 billion rural health transformation program and ways to help small pharmacies in rural deserts. Mr.
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Hoey spoke of the need to address the Medicare reimbursement rate and accelerate the implementation of the
recently enacted PBM reforms.

Rep. Jake Auchincloss (D-MA) spoke critically of FDA Commissioner Marty Makary's leadership and called for the
Commissioner to testify before the committee. Rep. Auchincloss asked the witnesses to respond to a forthcoming
request for proposal that will seek to establish two pillars for drug pricing legislation: one on access and
affordability and the other on innovation and manufacturing. Rep. Auchincloss spoke of a number of priorities he
wishes to explore, including prior authorization reform, extending the IRA's $2,000 out-of-pocket caps to the
commercial market, potential impacts from the proposed GUARD and GLOBE models, and clinical trial reform,
including better integration of electronic health records. He also mentioned the Drug Shortage Prevention and
Mitigation Act, aimed at incentivising American manufacturing.

Rep. Dan Crenshaw (R-TX) focused his questions on biosimilar interchangeability and pharmaceutical innovation.
Mr. Murphy said his organization has long supported removing the statutory distinction for biosimilar
interchangeability as it would reduce the cost and requlatory complexity required for innovation in this space. Mr.
Murphy mentioned his support for the Biosimilar Red Tape Elimination Act (H.R. 5526). Ms. Reilly said she is
worried that new, more expensive therapies, such as cell and gene therapies, will not have a market without a
transparent regulatory body and strong intellectual property protections.

Rep. Greg Landsman (D-OH) spoke of the balance of increasing care while reducing costs and asked Ms. Reilly a
series of questions related to pharmaceutical companies’ profits and investments, suggesting companies should
invest a greater percentage of profits in innovation as opposed to shareholders. Ms. Reilly said their members
invest 30% of their profits into R&D where the risk of failure is high. Rep. Landsman also discussed the need to
accelerate biosimilar market entry.

Rep. Kat Cammack (R-FL) spoke about median drug list prices rising faster than inflation and the costs that are
layered across the industry that the patient never sees. Rep. Cammack asked about industry consolidation and
the impact on patients. Mr. Davis said consolidation “has the potential” to lower prices for patients and clarified
that wholesalers are not buying physician practices but are “buying organizations that are providing the business
support to physician practices” in certain specialties. Mr. Gelfand said working families do not appear to capture
the savings from consolidation and said when private equity started buying into health care Congress had to
intervene and pass the No Surprises Act.

Rep. Michael Rulli (R-OH) asked a series of questions related to TrumpRx to Mr. Marin who expressed his support
for the Administration’s push toward transparency and increased competition.

Rep. Erin Houchin (R-IN) spoke of the need for transparency in the supply chain and asked about the problems
facing independent pharmacies in their contract negotiations with PBMs. Mr. Hoey said Pharmacy Services
Administrative Organizations (PSAQOs) represent several thousand pharmacies and the independent pharmacies
do not always know what the negotiated terms are for their site. He explained that under the current system
vertically integrated pharmacies and PBMs are able to set the reimbursement terms for independent pharmacies.
Ms. Reilly said PBMs have evolved with new requirements to protect revenue, such as establishing offshore GPOs.

Rep. Nick Langworthy (R-NY) spoke of the need for increased transparency across the pharmaceutical and
health care supply chain. Mr. Gelfand agreed that health care prices are largely kept secret, even from employers,
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and spoke of the need to “open the books™” and urged Congress to pass the Patients Deserve Price Tags Act (H.R.
5582)

Rep. Kevin Mullin (D-CA) raised concerns about staffing cuts and leadership turnover at the FDA. Mr. Murphy said
their members have not yet seen delays related to FDA staffing but there is a lot of “angst” over future delays.
Rep. Mullin also asked about the complexities behind rare disease drug development.

Rep. Rick Allen (R-GA) asked about barriers to patients’ access to medications and spoke about his bill the Safe
Step Act (H.R. 5509), which would establish an exceptions process for many medication step therapy protocols.
Ms. Reilly said many medicines are excluded from formularies and those that are included may be subject to
utilization management that present obstacles to patient access.

Rep. Jennifer McClellan (D-VA) spoke critically of H.R. 1's impact on patients and touted the savings achieved by
the IRA's drug price negotiation program. When asked about ways to improve the drug price negotiation program,
Ms. Sachs said there are several bills in Congress to extend portions of the drug price negotiation program to the

commercial market and spoke in favor of integrating international reference pricing within the program.

Rep. Doris Matsui (D-CA) spoke about a constituent who was forced to pay out-of-pocket to keep her doctor-
recommended medication. Mr. Marin said he would follow up with Rep. Matsui to learn more about this case.

If you have questions, please contact Heather Meade or Heather Bell.

Washington Council Ernst & Young

Washington Council Ernst & Young (WCEY) is a group within Ernst & Young LLP that combines the power of a leading
professional services organization with on-the-ground knowledge, personal relationships and attention to detail of a boutique
policy firm. We provide our clients with timely, relevant Washington insight and legislative advisory services customized to
their needs. To learn more, contact wcey®@ey.com.

All Rights Reserved — ©Ernst & Young LLP 2026 WCEY Alert| 7


https://www.congress.gov/bill/119th-congress/house-bill/5582
https://www.congress.gov/bill/119th-congress/house-bill/5582
https://www.congress.gov/bill/119th-congress/house-bill/5509
mailto:Heather.meade@ey.com
mailto:heather.bell@ey.com
mailto:wcey@ey.com

