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Executive Summary

'The Inflation Reduction Act, signed into law in August 2022, empowered the Secretary of the U.S. Department
of Health and Human (HHS) to set a Maximum Fair Price (MFP) on selected drugs. The MFP is established
in negotiations between the federal Centers for Medicare & Medicaid Services (CMS) and pharmaceutical
manufacturers.

Initially, 10 drugs under Medicare Part D will be subject to the MFP negotiations, effective in January 2026,
increasing to 15 new drugs each year in 2027 and 2028, and 20 new drugs annually starting in 2029. Medicare
Part B drugs will be eligible for the negotiation process starting in January 2028.

The terms of the MFP negotiations are skewed in the government’s favor, consequently the MFP process
empowers the CMS to effectively impose price controls on the Medicare market.

The Nevada legislature passed legislation (Assembly Bill 250 in 2023) that would have applied the MFP
to state residents. Such a policy would have expanded the harm caused by the MFP without meaningfully
reducing out-of-pocket costs for patients. Gov. Joe Lombardo vetoed the legislation. Despite the veto,
lawmakers are considering similar legislation this year..

'The ultimate purpose for imposing price controls is to reduce costs on patients. Adopting the MFP in Nevada
would not achieve this goal because these costs are determined by patients’ insurance designs. The MFP
cannot and does not alter patients’ fixed dollar copays. Patients’ coinsurance obligations are set by payers as a
percentage of drug list prices. The MFP neither changes these percentages nor lowers drug list prices.

By adopting the MFP, Nevada will also put statewide healthcare facilities at risk of losing money because
their drug costs are based on national prices, but their reimbursements would be capped at the lower MFP.
'This risk of losing money will reduce patient access to the price-controlled drugs. And reduced access will
decrease health outcomes for Nevadans while increasing overall healthcare spending as opportunities to avoid
costlier surgeries and reduced hospital stays would be lost.

Enforcing and administering the MFP in Nevada, or in any state, also creates administrative costs. If
legislation similar to AB 250 were enacted in the future, Nevada could be required to spend $2.3 million
annually and would also need to invest in new technology to administer the MFP, which could cost the
state millions.

Broadly speaking, price controls discourage future drug innovations, harming patients living with untreated
diseases. Opportunities to improve health outcomes and reduce overall U.S. healthcare spending by avoiding
costlier hospital stays and surgeries are lost. From an economic perspective, a key driver of the U.S. economy
— pharmaceutical innovation — are diminished, hindering income and employment growth overall.

Due to the policy’s inability to drive down patient costs while worsening health outcomes and triggering
higher net spending, it is ill advised for Nevada or any other state to enact MFP legislation.
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Introduction

'The Inflation Reduction Act (IRA) empowered the Secretary of the U.S. Department of Health and Human
Services (HHS) to establish a Maximum Fair Price (MFP) for a pre-selected number of drugs on behalf of the
federal Medicare program. The MFP for ten drugs under Medicare Part D were set in 2024 for introduction in
January 2026. By statute, the Secretary is authorized to select an additional 15 drugs under Medicare Part D,
starting in 2027. Fifteen more drugs will be added in 2028 for drugs under Parts D and B, and up to 20 more
drugs will be added each year after that, starting in 2029.

Calling this price setting process a negotiation is a misnomer.

Instead, the IRA stacks the process in Washington’s favor ‘ ‘ .
because the government can levy crippling excise taxes and civil DrUg price controls
monetary penalties on any manufacturer that fails to comply with disincentivize

the negotiation. Consequently, the MFP process is essentially a continued innovation

means for imposing price controls on innovative medicines. Drug

price controls disincentivize continued innovation and ultimately and ultimately
impose large costs on patients, the healthcare system, and the impose large
macroeconomy. costs on patients,

Making matters worse, the Nevada legislature passed Assembly the healthcare
Bill 250 in 2023 that would have applied the MFP to drug system, and the
purchases in the state. Gov. Joe Lombardo vetoed the legislation. macroeconomy.
In spite of the veto, legislation to apply the MFP in Nevada

is being considered once again.. Enacting an MFP would

impose excessively high costs on Nevadans, create significant

implementation costs for the state, and ultimately would harm

patients.

State Adoption of the MFP Increases the Policy’s Harm

Should all states adopt the federal MFP, then the equivalent of a national price control policy would be imposed
on virtually all U.S. patients for those drugs selected for negotiation by CMS.

Under such a scenario, the large economic costs from the MFP negotiation process that are discussed in the next
section would be significantly increased. Innovation would stagnate, opportunities to improve patient outcomes
would be squandered, and the ability to reduce overall healthcare spending by avoiding higher cost surgeries
and hospital stays would be lost. Even if only one state, such as Nevada, were to adopt the nationally-set MFP,
there would be adverse consequences including new expenses required for administering the price controls and
broader adverse impacts on healthcare costs and quality.

State Adoption of MFP Increases Government Administration Costs

At the national level, the federal government hired 91 people to implement the drug pricing negotiation scheme
created by the Inflation Reduction Act.! Implementing the Medicare drug price negotiation provisions will cost
taxpayers $3 billion — an average of $300 million annually — over the first decade of the program.? Applying the
national MFP to all patients within Nevada or any state would incur additional state-level administrative costs.
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Nevada’s state costs would be smaller than CMS’ costs because the state will not have to negotiate with
manufacturers. Adopting the MFP would require the state to spend money administering and enforcing the
price controls just like the state allocates resources to enforce other regulations.

In determining what this could cost, consider that in the 2024 state budget, Nevada allocates $2.5 million
toward the Office of Labor Commissioner, which has a staft of 22 full-time equivalent jobs, to enforce state
wage laws. Approximately $800,000 of this budget is devoted toward resolving wage disputes and ensuring
compliance with the minimum wage and other labor laws.?

Another benchmark is the rates and rulemaking activity of ‘ ‘
Even if only one state,
such as Nevada,
were to adopt the
nationally-set MFP,
there would be adverse
consequences including
New expenses required
for administering

the Department of Business and Industry, Insurance Division,
which ensures that companies submit complete rate requests
that are are consistent with state law. Approximately 17 percent
of the Department of Business and Industry budget is allocated
toward reviewing rates and rulemaking. Assuming consistency
with the budget, approximately 15 full-time equivalent jobs
(out of a total of 88 full-time equivalent jobs in the Insurance
Division) are devoted toward this function.

Just like with labor laws, rate review and rulemaking, enforcing
the MFP would require Nevada to invest in a regulatory

structure to ensure that,

* All healthcare and pharmacy facilities comply with the
statute,

the price controls

and broader adverse
impacts on healthcare
costs and quality.

* All impacted organizations have access to the up-to-
date pricing and regulatory information, and

* Any pricing dispute that could arise are resolved.

These costs can be approximated by evaluating typical staffing, office, and technology costs for government
agencies in Nevada. This analysis assumes that the number of staff required to enforce and administer the MFP
in the state will be 15 full-time equivament employees—matching state budget dollars spent on the rate review
and rulemaking activity of the state Insurance Division.

Starting with salary costs, according to talent.com, the average salary for a government worker in Nevada is
$70,003.* According to the Bureau of Labor Statistics, the costs of benefits and taxes comprise 38.4 percent of the
total compensation package for an average employee.” Adding the additional expense of $43,650 per employee
for benefits and taxes to the average government worker salary of $70,003, the average total compensation
required for staffing the government agency enforcing the MFP would be $113,653 per employee, see Table 1.
Across a staft of 15 people, the total annual costs would be $1.7 million. Should fewer employees be required,
the costs will be less; should more employees be required (e.g. if staffing levels matched the Office of Labor

Commissioner’s 22 full-time equivalent jobs, for instance) the costs would be higher.
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Table 1. Potential Labor Costs to Enforce MFP
Assumed Staff of 15 People

COST SOURCES

(1) Median Salary, NV Government $70,003 https://www.talent.com/salary?job=government&location=nevada
(2) Benefits and Taxes $43,650 https://www.bls.gov/news.release/pdf/ecec.pdf

(3) Total $113,653 M+@

(4)  Number of Employees 15 Assumption

(5) Total Labor Costs $1,704,795 (3)* (4

Other expenses to administer and enforce an MFP in Nevada include rent, utilities, office expenses, supplies, travel,
and technology expenses. While these costs are difficult to quantify, the budget for the Office of Labor Commissioner
provides some guidance. Based on Nevada’s 2023-2025 Executive Budget, the Governor recommended a $1.9 million
expenditure for personnel costs out of a total budget of $2.5 million.® Applying this ratio to the estimated $1.7
million in salaries and benefits costs indicates that the total annual budget to administer and enforce the MFP would

be around $2.3 million annually, see Table 2.

Table 2. Potential Annual Cost Requirements to Enforce MFP
Assumed Staff of 15 People

ANNUAL EXPENSES

Salaries and Benefits $1,704,795
All Other Costs (supplies, utilities, travel, etc.) $560,471
Total $2,265,266

In addition to these annual costs, the state will need to make significant capital investments to create the nec-
essary technological infrastructure. At the federal level, the Centers for Medicare & Medicaid Services (CMS)
has announced a $17.4 million contract to develop the I'T and telecom applications to support the MFP nego-
tiation and administration process nationally.”

Since CMS acts as a payer and a regulator, they are uniquely situated to obtain claims level data. It is not clear
that the state of Nevada would be able to obtain the proper claims data to administer the MFP reference pricing
across all payers in Nevada. Even if they were able to obtain these data, the capital investment would be signif-
icant and the state would likely require tailored technologies to ensure they can properly identify the eligible
claims and ensure compliance with the MFP. Due to these considerations, developing this I'T system will likely
be a multi-million-dollar endeavor.

It is important to note that the actual state expenditures allocated to administering the MFP if the proposal
were adopted will vary from these estimates should the number of employees required, their compensation, or
the other administrative costs vary from the assumptions made here. The cost estimates demonstrate an im-
portant reality, however; adopting the MFP in Nevada will impose millions of dollars in costs on the state that
needs to be adequately considered.
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State Adoption of MFP Does Not Lower Patient Costs

Nevada’s adoption of the MFP price controls will not reduce patient out-of-pocket costs. Patient costs are based
on their specific insurance designs, which typically include copay and coinsurance obligations.

Copays are fixed costs that patients are required to pay every time they purchase a medicine. By definition,
patients with $20 copays owe $20 every time they purchase their drugs. These fixed costs are set by insurance
companies and will typically vary depending on which tier of the formulary (or list of approved drugs) that an
insurer designates the drugs. Since these are fixed costs determined by the insurer, adopting the MFP price will
not change patient out-of-pocket copays.

Coinsurance obligations are more complicated. Typically, coin-

surance obhgatlon's are set as a percer?tag'e of <.1rug 'hst prices, ‘ ‘ Because adopting the
which are set nationally. The growth in list prices is artificial ,

in the sense that it does not reflect the prices the manufactur- national MFP mandates
ers — the supply side — receive nor the prices that the payers at the state level does

(e.g. insurance companies or Medicaid) — the demand side — pay. not Change patient
Deducted from list prices are all the discounts and rebates that

drug manufacturers pay to payers and PBMs and other third Gopay Of Coinstrance

parties. Based on data from Drug Channels, the total value of Ob|igati0ﬂ8, the MFP
the discounts reached $334 billion in 2023 and grew 12 percent will not reduce pa’[ient
on an average annual basis between 2018 and 2023.* out- Of-p ocket costs
'The problem arises because patients do not benefit from most for drugs — f@.l“ng to
of these concessions. In fact, their costs are inflated when list achieve one of the
prices grow because patient coinsurance costs are typically tied primary jUStiﬂCationS

to the growth in the artificial list prices. Since the incentives . .
of the distorted rebate system encourage growing list prices to for adopting the policy.
accommodate PBMs’ demand for even faster growing rebates
and discounts, patients are too often burdened with significantly

higher coinsurance obligations.

'This distorted system is the prime driver of patient drug affordability problems. The consequences are even more
severe for patients who lack insurance since they are often responsible for paying the full, yet artificial, list price
of the drug.

Adopting the MFP at the state level would not change the disincentives driving up list prices. Nor does adopt-
ing the MFP alter the coinsurance percentages for patients in Nevada. Due to these realities, the MFP may
benefit payers, but it will not benefit patients. Because adopting the national MFP mandates at the state level
does not change patient copay or coinsurance obligations, the MFP will not reduce patient out-of-pocket costs
for drugs — failing to achieve one of the primary justifications for adopting the policy.

State Adoption of MFP Risks Patients’ Access to Drugs

The MFP policy would also put in-state patients at additional health risks while threatening to increase overall
polcy p p g
healthcare spending in the state. These adverse consequences result because the policy fails to account for how
p g q policy
pharmacies, hospitals, and other healthcare facilities purchase medicines.

Maximum Fair Price Folly



Nevada’s healthcare facilities purchase their medicines from national (or regional) organizations based on the
national prices, which (if the price control policy is going to be relevant) will be higher than the negotiated price
(e.g., the MFP). 'This gap means that the costs for pharmacies, hospitals, clinics, and doctor’s offices to acquire
medicines will be potentially higher than the MFP payment that they will be able to obtain from the payers as
reimbursement. Consequently, healthcare facilities in Nevada will face a very real risk that they will lose money
when prescribing the price-controlled medicines — an unsustainable position. The consequence will be reduced
access to these price-controlled medicines for many Nevadans — or residents of any other state that were to
implement the same policy.

The consequence from patient nonadherence to their medicines — patients not taking their medicines as pre-
scribed by their healthcare provider — provides a sense of the potential costs Nevada could experience. In a 2023
study of U.S. patients, the authors found that

medication nonadherence—when patients fail to take their medication as prescribed—rhas numerous con-
sequences: increased rates of comorbid diseases, more hospitalizations, avoidable deaths, and greater health
care expenditures. In the United States alone, medication nonadherence is responsible for an estimated 10%
of hospitalizations and 125,000 avoidable deaths each year. Nonadherence is associated with significantly
more annual inpatient health system days, ranging from 1.2 to 5.7 more days per year, depending on the
condition. Nonadherent patients experience 27% more hospital visits than adherent patients.

Medication nonadherence also carries a significant financial burden on the US health care system, which
spends up to 8300 billion per year in additional hospitalizations, outpatient visits, and other additional
medical costs. The typical nonadherent patient requires 3 extra medical visits per year, increasing per-pa-
tient treatment costs by $2,000 per year. Medical complications arising from nonadherence result in fur-
ther annual expenditures per patient: $9,204 for cardiovascular disease, $11,052 for mental health, and
86,310 for diabetes.”

'The implication for adopting MFP in Nevada is dire. Lost access to innovative medicines will cause patients to
need more doctor visits and more and longer hospital stays. Treatment costs will also increase; all while health
outcomes are worsening and the number of avoidable deaths is increasing.

'The broader U.S. patient community would also be harmed should Nevada, or any state, adopt the MFP because
such a policy expands the reach of the federal price control efforts. Broader applicability of the federal price
controls further reduces the ability of drug innovators to cover the cost of capital associated with the long and
risky drug development process. With a lower expected ability to cover these costs, the incentive to develop
new medicines to help patients living with diseases that do not have effective treatments is reduced. The lower
incentive will ultimately lead to even fewer innovative drugs.

Federal Price Controls on Drugs Impose Costs on All Americans

Having reviewed the additional adverse impacts on patients from states adopting the MFP, it is useful to re-
view the broader adverse consequences the MFP negotiation process creates. This negotiation process worsens
healthcare outcomes in the U.S. by disincentivizing continued innovation, increasing costs on patients, and
raising overall healthcare spending (which is ironic given the goals of the entire negotiation process). Adding to
the negative impacts, the eftective drug price controls will reduce overall macroeconomic growth.
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Disincentivizes Innovation and Competition

Following the conclusion of the first round of ten drugs, the negotiated drug price savings were actually under-
whelming. HHS noted that the “negotiated prices range from 38 to 79 percent discounts off of list prices.” The
focus on list prices misses the point because Medicare Part D plans do not pay list prices. They pay net prices,
which are the list prices minus all negotiated discounts and rebates — negotiations between PBMs on behalf
of private insurers and the manufacturers have been occurring for years prior to the IRA. According to Drug
Channels, the average reduction in major manufacturer list prices in 2023 was 52.1 percent.”* Consequently, the
reduction in list prices that resulted from this year’s negotiations by HHS were similar to the negotiated reduc-
tions in list prices that already occur.

The negotiations were still devastating because the federal government has established the means and method-
ology to impose uneconomical price controls on any innovative drug it chooses anytime in the future. The risk
and uncertainty that accompany this new power drives the widely held concern that the IRA will reduce the
number of new drug innovations brought to market. For instance, according to the USC Schaeffer Center for

Health Policy & Economics,

The IRA is expected to reduce revenue to pharmaceutical manufacturers from the combined effects of
drug price negotiation, inflation rebates, and required manufacturer discounts. Tuken together, these
provisions have been estimated to lead to an approximately 31% decrease in U.S. pharmaceutical
revenues through 2039 and result in 135 fewer new drug approvals during the same period.”

An analysis of the adverse consequences of the negotiation process by the Boston Consulting Group noted that
these negative impacts will not be felt evenly across different disease areas.

While the IRA will reduce the return on REGD overall, the impact is likely to be uneven across
different disease areas. Biopharma and biotech companies will need to adapt their RED strategies
accordingly....

Certain therapeutic areas, such as oncology and metabolic disorders, have proportionately more older
patients and are thus going to be more affected than others. Pharma leaders and investors will need to
reevaluate their disease area priorities and decide if the IRA provisions warrant a course correction.’

These new risks that analysts have identified are already being seen in practice. As the Wall Street Journal editorial
board notes,

Charles River Laboratories, a top research contractor that helps drug makers with clinical trials. ..
warned in its quarterly earnings report that pharmaceutical companies are slashing research and
development owing to the IRA drug price controls.

“There are profound cuts” at pharmaceutical companies that reflect a ‘rapid deterioration” of their
business, CEQ James Foster said. He added: ‘A lot of these decisions have been taken relatively re-

cently and probably more to come and haven't been taken yet.”™

The reality that innovative research budgets have been “slashed” is terrible news for patients living with diseases
such as Alzheimer’s or many devastating cancers such as pancreatic and ovarian cancer. The chances that an
efficacious treatment will soon become available are now lower. The unintended consequences go beyond the

innovative market as well.
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As demonstrated by the competitive biologics market, U.S. patients benefit from the current competitive envi-
ronment that incentivizes the dual goals of continued innovation and broad affordability. Thanks to innovative
biologic medicines, which are medicines made from living organisms, we now have more efficacious treatments
for cancers and autoimmune diseases. Developing biologic medicines is exceptionally complex and costly, and as
discussed above, it is widely recognized that the MFP disincentivizes continued innovation. Less discussed, the
MFP also disrupts the competitive process for high-cost biologics.

Competitors to high value originator biologic medicines, known as

biosimilars, have significantly reduced costs for patients once the ‘ ‘ By lowerin g
originators” exclusivity period has expired. On average, biosimilar

competition has reduced average prices by around 56 percent.” The the expected
combination of a defined exclusivity period followed by a robust re’[ums, the MFP
competitive environment successfully promotes the dual, but poten- undermines

tially conflicting, goals of innovation and widespread affordability. the vibrancy of
Due to the complexity of biologic medicines, developing biosimi- the competitive
lars is also costly — the estimated cost of developing an approved biosimilar market.
biosimilar is between $100 million and $300 million.’ Adding to

the burden, the development process can take upwards of six to nine

years. The large costs and lengthy development process increase the

financial risks for developing these competitive medicines.

Potential IRA price controls add an additional unknown on biosimilar manufacturers — the biosimilar manu-
facturer does not know whether the federal government will impose restrictive price controls on the originator
biologic when it is deciding whether to invest the millions of dollars into the lengthy biosimilar development
process. Depending on its restrictiveness, the MFP could undermine the financial viability of investing in the
long and costly biosimilar development process. This unknown creates an additional risk that lowers the expect-
ed potential return from developing biosimilars. By lowering the expected returns, the MFP undermines the
vibrancy of the competitive biosimilar market.

This is troubling because biosimilars have already demonstrated their efficacy at striking the important balance
between improving drug affordability today while incentivizing continued innovation for tomorrow. The ability
to reasonably strike this balance stands in stark contrast to price controls that reduce prices by undermining the
incentive to develop innovative medicines and, therefore, do not create the same benefits that efficient compe-
tition has demonstrated.

Imposes Costs on Patients and the Healthcare System

Imposing the MFP would also compound the problems afflicting the broader healthcare system, including the
market for innovative drugs. Many of the healthcare system’s problems, including rising unaftordability and
declining quality, are caused by the current third-party payer system that empowers bureaucrats over doctors
and patients.

As the size and power of administrative intermediaries has grown, their influence over fundamental healthcare
decisions has expanded. This expansion of intermediaries’ influence has come at the expense of patients and
their doctors. Consequently, payers’ preferences are prioritized over patients, payers’ policies are substituted
for doctors’ expertise, and both patients and doctors are overwhelmed with excessive administrative costs. The
problems of rising costs and declining quality are the inevitable consequences.
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In the case of innovative medicines, the growth of numerous drug intermediaries such as Pharmacy Benefit
Managers (PBMs) has plagued the drug pricing system with adverse and misaligned incentives. Patients bear
the burden through greater access restrictions and a shifting of the costs from payers to patients. By introduc-
ing a whole new layer of intermediaries — in this case price setting government bureaucrats — the IRA worsens
this situation.

The goal of the new government price setting committee in the price negotiation is, allegedly, to establish val-
ue-based prices for medicines. But, if measured correctly, the value of many medicines is high. Take hepatitis C
as an example. The annual medical costs for treating hepatitis C before efficacious medicines were introduced
were as high as $63,000 for patients that developed liver cirrhosis.”” Should a liver transplant have been nec-
essary, the costs would have approached $600,000. There are also significant non-medical costs imposed on
patients, their families, and their caregivers, including large psychological and physical costs. These costs may
be harder to quantify but are no less real.

"Thanks to innovative medicines such as Sovaldi, treatments can now

cure this disease. Not only are patients now spared the burden of the ‘ ‘ An efficient drug
disease, but overall healthcare spending is also lower because cost- _
ly surgeries and long-term hospital stays can now be avoided. And pricing S.yStem
these beneficial impacts on costs are not unique to hepatitis C. A (something we
study by the Congressional Budget Office (CBO) also found that currently do not
there is a beneficial impact from drug innovation on overall health- h ave) ensures

that the prices of

According to the CBO, “after reviewing recent research, the Con- medicines reflect
gressional Budget Office estimates that a 1 percent increase in the their underlying

number of prescriptions filled by beneficiaries would cause Medi-

care spending.

value.

care’s spending on medical services to fall by roughly one-fifth of
1 percent.”® Given that pharmaceutical spending only accounts
for approximately 10 percent of total national health expenditures,
the 0.2 percent reduction in spending on medical services is often a
higher dollar value of savings relative to a 1 percent increase in drug
spending.

'The hepatitis C case exemplifies that drug innovation often simultaneously improves patients’ health outcomes
while also lowering overall healthcare spending by reducing the need for more expensive medical services.
When working properly, the prices of treatments should reflect this tremendous value that these medicines
provide patients and their families — value-based prices.

An efficient drug pricing system (something we currently do not have) ensures that the prices of medicines
reflect their underlying value. The MFP negotiation process pushes the pricing system further away from this
ideal by empowering a government price setting bureaucracy whose incentives are to price drugs cheaply, par-
ticularly for high valued drugs that may have exceptionally expensive prices. This creates a bias to undervalue
innovative treatments that both jeopardizes patients’ access to some of the most promising new therapies — as
is the case in the OECD countries that widely employ drug price controls — and risks higher overall healthcare
expenditures.'
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Harms Economic Growth

Disincentivizing continued drug innovation will also impose large costs on the broader economy due to the
innovative biopharmaceutical industry’s large economic contributions. A 2023 economic impact analysis of the

industry found that between 2018 and 2021,%

* 'The number of people employed by the industry grew 16.8 percent and total remuneration for
the industry grew 31.2 percent equaling $54 billion in 2021.

* 'The industry has grown faster than U.S. GDP every year since 2018.

As of 2021, the industry created 1.53 percent of total U.S. GDP and 9.9 percent of the man-
ufacturing sector’s contribution to GDP.

* Accounting for the economy’s interconnectedness, the industry, either directly or indirectly,
supports nearly 1.5 million jobs.

'The large disincentives against continued innovation created by the IRA risks future research and development
investments. Fewer R&D efforts jeopardize continued growth in these economic contributions. The result will
be slower overall economic growth, less job creation, and decreases in income growth. Worse, depending on the
severity of the disincentives, the reduction in R&D efforts could be severe enough to cause an actual reduction
in the current economic contributions of the industry.

Conclusion

The Inflation Reduction Act tilts the negotiation balance so far in the government’s favor that it effectively
empowers the Secretary of Health and Human Services to impose price controls on drugs used by patients in
Medicare. Drug price controls inevitably impose large costs on patients, and Medicare’s process to establish
maximum fair prices is no different.

Expanding the reach of the MFP to other markets beyond Medicare compounds these costs. Not only would
this policy further disincentivize future innovation, but it would also impose additional costs on in-state residents
without reducing out-of-pocket obligations for most residents. These costs include additional expenditures by
the state to implement the proposal for non-Medicare markets, decreased access to medicines, potential losses
on healthcare clinics and hospitals, and reduced health outcomes.

The high costs that will inevitably result argues against adoption of the federal maximum fair price (MFP) for
drugs at the state level.
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