
 

 

More Lies from the Bad Guys - Response to PCMA Attack on Pharmacy Care in Kentucky  
 

PCMA claims HB 203 Mandates Will Cost Employers and Patients Billions in Additional Healthcare Costs 
 

The PCMA Story (The Lie): Large and small businesses, Kentucky’s Medicaid Program, and other plan sponsors (including 
the Kentucky State Employee Health Plan) hire Pharmacy Benefit Managers (PBMs) to control the cost of providing high 

quality, affordable prescription drug coverage. Between 2020-2029, PBMs are positioned to save Kentucky taxpayers 
and businesses over $700 million per year. The special interest mandates in HB 203 achieves nothing more than forcing 

employers and individuals to pay more for prescription drugs while getting nothing in return. 
 

The Real Picture (The Truth): Pharmacy Benefit Managers have been preserving their own profits for over 3 decades 
to satisfy shareholders.  PBMs are not even necessary in today’s market due to other transparent companies in the 
industry, known as Pharmacy Benefit Administrators, performing at a high level in creating networks, cooperating 
with their client employers in creating fair and representative drug formularies at a minimum per transaction fee.  
This saves the health care system millions and if they could gain more market share, billions of dollars.  What PBMs 
fear is losing their market share which will result in losing control of manipulating the prescription drug supply chain 
to extract the largest portion of revenue all while providing no patient care.  PBMs aren’t regulated or licensed by 
the federal government so, they hide behind their shady business practices and “take it or leave it” contracts with 
pharmacy providers by claiming their business practices are proprietary and cannot be explained.  HB203 is finally 
trying to expose the PBMs egregious and unfair business practices that greatly harms pharmacy providers and 
greatly increases costs to every taxpaying Kentuckian. 
 
 

The PCMA Story (The Lie): HB 203 adds these additional costs through inflated payments to pharmacies, 
guaranteed profit on every transaction via mandated dispensing fees ($10.46 and in some cases as much as 

$40.46 per prescription). This legislation also prohibits employers from using cost—effective pharmacy 
networks and affordable pharmacy channels, such as mail-order and specialty pharmacies that provide 

patients with lower out of pocket costs. 
 

The Real Picture (The Truth): Ask any pharmacy owner, there are not any inflated pharmacy payments in today’s 
market.  In the latest data, the cost of a pharmacy dispensing a prescription is between $11 and $12.  So, $10.46 
dispensing fee is just getting close to breaking even on a prescription.  This legislation allows the patient to decide on 



 

 

where they would like to obtain prescription services.  PBMs use manipulative tactics to steer business towards their 
own mail order pharmacies which removes the role of your pharmacist in your overall health. 
 
 
The PCMA Story (The Lie): PCMA claims the costs associated with this legislation will ultimately fall on the shoulders 
of Kentucky employers who are trying to offer affordable and high-quality benefits for their employees and patients 
who will have less choice and face higher out of pocket costs. Small and large businesses alike are already struggling 
to fill jobs. Now is not the time to make it more difficult for them to offer attractive benefits to potential and current 

employees. 
 
The Real Picture (The Truth): The savings associated with this legislation will save Kentucky employers from shifty 
add-on fees, spread pricing, and provider abuses that PBMs have grown accustomed to for decades.  The 
pharmacy providers who provide the patient care will be fairly reimbursed while the companies responsible for 
providing the claims processing function will be reimbursed for their small part in processing the prescription 
claim.  PBMs have maintained consistent upward trending and double-digit percentage price increases of 
pharmaceuticals for over 30 years when the whole industry has seen most maintenance drugs being dominated 
by generics.  So, look at how the costs have increased for employers using PBMs while drug acquisitions costs 
have greatly decreased and ask, who’s deceiving everyone? 
 
 

Prohibiting Plan Designs Offering Affordable Dispensing Channels 
 

The PCMA Story (The Lie): PCMA claims HB 203 creates an "any willing provider” requirement for pharmacy 
networks which will gut the ability of health plans and employers to create preferred pharmacy networks. 

PBMs contract with independent, chain, mail—order, and specialty pharmacies to provide patients with access 
to a range of high—quality pharmacies while balancing savings for patients and payers. 

 
The Real Picture (The Truth): To the contrary “any willing provider” brings more competition into the marketplace, 
thus allowing competition to drive costs downward for the end consumer.  PBMs will miss their ability to manipulate 
pharmacies with their “take it or leave it” contracts and place pharmacists in the uncomfortable position of deciding 
whether or not to dispense a prescription when losing money on 1 out of every 4 claims. 
 



 

 

 
The PCMA Story (The Lie): PCMA claims plan sponsors are aware of the various lines of business PBMs operate and 

may be hired precisely because that PBM is able to provide more than claims processing services and create 
additional value through the use of mail-order and specialty pharmacies. It is the plan sponsor, not the PBM who 
makes decisions regarding cost sharing requirements, the use of mail service and specialty pharmacies, and other 

factors that go into designing an affordable, high-quality benefit. HB 203 eliminates the ability to offer lower out of 
pocket costs for patients.  When these mandates are applied to specialty pharmacies, the consequences are even 

greater. Specialty pharmacies dispense low volume, high-cost drugs that target rare conditions. PBMs actively work 
with payers to identify specialty pharmacies that can best serve patient and healthcare provider needs including 24/7 

access to pharmacists and clinicians trained in the care of complex, specific disease states. 
 

The Real Picture (The Truth): Again, the more pharmacies who can participate in providing patient care the greater 
the competition, thus reducing prices to consumers. PBMs want to eliminate competition and force business to their 
own mail order and specialty pharmacies to increase their profit.  This model doesn’t save employers money.  When 
PBMs eliminate the competition, they can pay themselves more for their services.  Eliminating the personal 
relationship of a pharmacist with their patient is never beneficial.  National studies show that if you know your 
pharmacist you are 7 times healthier than someone who doesn’t know their pharmacist.  Most successful 
“Transitions in Care” programs place a patient at “High Risk” for readmission when the patient reveals that they use 
a mail-order pharmacy to obtain their prescriptions. 
 
 

The PCMA Story (The Lie): PCMA claims HB 203 also prohibits accreditation for specialty pharmacies beyond those 
established by the Kentucky Board of Pharmacy. Without a robust accreditation program, patient safety and the 

integrity of costly specialty medications are placed at risk if payors are forced to contract with pharmacies that are ill- 
equipped to handle these types of drugs. 

 
The Real Picture (The Truth): The Kentucky Board of Pharmacy promulgates rules and regulations for the practice of 
pharmacy.  Furthermore, the Kentucky Board of Pharmacy enforces these rules, regulations, and laws for the 
standards of practice that must be abided by to operate any type of pharmacy in Kentucky.  Since “Specialty 
Pharmacy” is an ambiguous designation, the governing body enforcing the pharmacy practice standards in Kentucky 
are uniquely and completely qualified to evaluate who can and cannot operate a specialty pharmacy. 
 



 

 

 
HB 203 Mandates Contract Terms Between Private Entities 

 
The PCMA Story (The Lie): PCMA claims HB 203 imposes a one-size-fits-all contract mandate on insurers and 
employers in the private marketplace by dictating how they pay PBMs for administering their prescription drug 
benefits.  A business risk mitigation contract allows employers and other payors to choose a contract that provides 
predictability in budgeting, a choice that should be left to the employer that is paying for the benefit. HB 203 would 
prohibit these types of arrangements.  Many clients choose a risk mitigation arrangement because it provides clients 
with more certainty in their pharmacy costs and allows them to budget in a more predictable manner. Removing 
options in the marketplace that health plans and employers are currently using takes away flexibility in contracting 
that may lower health care costs for them and Kentucky consumers.  In addition to dictating how an employer must 
contract with a PBM, HB 203 also dictates how an employer (who is paying the full cost of the benefit in tandem with 
employees) must structure their health benefits 
 
The Real Picture (The Truth): The current business model and contracting that benefits the PBM has steadily 
increased employer clients spend every year for 30 years on their pharmacy drug spend.  The reason why PBMs 
want to pivot the attention away from themselves on basic provisions of their contracts is because their contracts 
are currently non-transparent and hide the special fees and rebates that PBMs place in the contracts for guaranteed 
revenue for themselves.   The predictability of PBM contract guarantees a 20% increase in drug spend annually.  
While a transparent pharmacy benefit administrator contract is simple to understand and is solely based on a per 
claim transaction fee which is predictable. 
 

 
The PCMA Story (The Lie): No Sign Independent Pharmacies are Struggling 

The Real Picture (The Truth): This is the most unrealistic and false statement in their press release.  In the past 5 
years, the stress level of owning and operating independent pharmacies has grown exponentially.  From greatly 
reduced reimbursement for prescription services, to increased government regulations and licensing board 
scrutiny, to PBM abuses of unattainable performance measures for levying massive claw backs on revenue 3 to 
6 to 9 months after a paid claim, describing owning and operating an independent pharmacy as a struggle is 
describing it mildly. 



 

 

 

The PCMA Story (The Lie): PCMA claims independent pharmacies are important partners of PBMs in serving rural 
and urban Kentuckians. Despite claims they are going out of business, the number of independent pharmacies 

operating in Kentucky has increased 13.8% over the last 10 years. (507 in 2011 to 577 in 2021). 
 

The Real Picture (The Truth): Kentucky is uniquely populated where chain drug stores don’t choose to go into 
the vast amount of lowly populated areas that independent pharmacy owners can operate. This minimal 
growth should be attributed to some independent pharmacies having two permits per location for regulatory 
purposes. Additionally, independent pharmacies often open a second location to prevent pharmacy deserts 
when the business environment is not well suited for a corporately owned pharmacy. Given the abusive nature 
in which PBMs unfairly treat independent pharmacies, it is safe to safe that the PBM relationship with 
pharmacies is not “important” to PCMA or their members. 
 

 
The PCMA Story (The Lie): HB 203 inappropriately Applies Rutledge v. PCMA 

 
The PCMA Story (The Lie): PCMA claims HB 203 goes beyond the Rutledge decision and inappropriately eliminates 

the protected ERISA preemption under Federal law. 

(More lies) Rutledge v. PCMA was a narrow decision on Arkansas Act 900 which states that a state could pass “cost 
regulation” legislation, even if it increases costs. The Supreme Court’s decision did not say that states can regulate 
PBMs with respect to every aspect of their ERISA (Employer sponsored health plans) business, which is what this 

legislation attempts to do. 

The Real Picture (The Truth): The Supreme Court’s decision of Rutledge vs. PCMA is in direct conflict of the above 
statements from PCMA.  On December 10, 2020, the Supreme Court handed a significant win to states and 
broadened the path forward for state health care cost control efforts. In Rutledge v. Pharmaceutical Care 
Management Association, the Court ruled 8-0 that the Employee Retirement Income Security Act (ERISA) did not 
preempt Arkansas’s law regulating (PBMs), the intermediaries that administer prescription drug benefits for health 
plans. 

In Rutledge, Justice Sonia Sotomayor spoke for the unanimous Court in holding that a state law requiring PBMs to 



 

 

pay pharmacies no less than their acquisition costs for prescription drugs was not preempted by ERISA, the federal 
statute governing employee benefits. The Court concluded, “ERISA does not pre-empt state rate regulations that 
merely increase costs or alter incentives for ERISA plans without forcing plans to adopt any particular scheme of 
substantive coverage.” 

The Court's decision is formative in that it specifies a potential avenue for states to increase regulation of PBMs and 
other service providers that help administer ERISA-regulated group health plans. The decision therefore holds 
potential significance for, among others, PBMs, pharmacies, pharmaceutical manufacturers, and employers that 
sponsor ERISA-regulated group health plans. 

It also lays the foundation for states to play an even greater role in regulating drug pricing and reimbursement 
activities of various entities involved in the pharmaceutical supply chain. In the time since the decision, multiple 
states have continued to pursue regulation of PBMs and the pharmaceutical supply chain — reinforcing a growing 
trend at the state level. 

 
For information, please contact Ben Mudd, Executive Director 

Kentucky Pharmacists Association 
bmudd@kphanet.org 
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