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Summary of the Health Subtitle of the Energy & Commerce Reconciliation
Package (H. Con. Res. 14)

Under the budget resolution adopted on April 10, 2025, the House Energy &
Commerce Committee (E&C) is required to submit changes in laws under its
jurisdiction to reduce the deficit by at least $880 billion over the fiscal years (FY)
2025-2034. On May 11, E&C Chair Guthrie released the committee’s legislative
recommendations for budget reconciliation. The legislative recommendations were
divided into four parts: 1) Energy, 2) Environment, 3) Communications, and 4)
Health. You can read the Health Subtitle here and a section-by-section of the entire
E&C legislative recommendations package here. The committee marked up the
recommendations on May 13-14, voting down 22 amendments offered by
Democrats related to the Health title.

Medicaid and Individual Market Reforms:

Initial estimates released by the Congressional Budget Office (CBO) before the
markup found that the E&C reconciliation recommendations would reduce the
deficit by $912 billion, with almost 80% of those savings ($715 billion) coming from
the Health title. Medicaid is the largest target of cuts in the reconciliation
recommendations. The CBO's partial estimates found that federal spending on the
program would be reduced by $625 billion between FY 2025 and FY 2034. The
committee achieved much of its reconciliation target by making it more difficult for
adults to maintain health coverage under Medicaid and enroll in Affordable Care
Act (ACA) marketplace plans. Preliminary estimates from the CBO found that the
proposed changes to Medicaid and the marketplace would increase the uninsured
rate by 8.6 million people, including:

675 N Washington Street | Suite 220
Alexandria, VA 22314

703 684 2600 | www.amcp.org | @amcporg AMCP | Academy of Managed Care Pharmacy


https://d1dth6e84htgma.cloudfront.net/Subtitle_D_Health_ae3638d840.pdf
https://d1dth6e84htgma.cloudfront.net/05_13_2025_FCMU_Memorandum_UPDATED_55a74a132a.pdf
https://democrats-energycommerce.house.gov/sites/evo-subsites/democrats-energycommerce.house.gov/files/evo-media-document/cbo-emails-re-e%26c-reconcilation-scores-may-11%2C-2025.pdf
https://d1dth6e84htgma.cloudfront.net/E_and_C_Markup_Subtitle_D_Part_I_5_12_25_4628d60c2a.pdf?

Community Engagement Requirements: Starting in 2029, the bill would require
able-bodied adults without dependents to demonstrate community
engagement to qualify and remain eligible for Medicaid coverage. An
individual can meet the community engagement requirements during a
month by working, completing community service, participating in a work
program, enrolling in an educational program, or a combination of these
activities for at least 80 hours. The bill exempts several populations, including
pregnant women, people under 19 or over 64, individuals who are
considered medically frail, individuals who are already in compliance with
work requirements for other welfare programs, and individuals with child or
disabled dependents. It is difficult to estimate how many people would need
to qualify for community engagement each month, especially given that the
E&C recommendation is slightly different from previous proposals that
capped the engagement population at 55. An analysis from the Urban
Institute found that roughly 13 million people ages 19-55 would need to
comply. Another analysis from the Kaiser Family Foundation found that 92%
of adults on Medicaid but would not be automatically exempted were either
working, taking care of a dependent, ill or disabled, or attending school. The
CBO estimates this proposal would reduce federal spending on Medicaid by
$300 billion and is the largest component of the legislative
recommendations.

Redetermination for Medicaid Expansion Population: According to the Kaiser
Family Foundation, roughly 20 million adults receive Medicaid coverage

under the ACA (expansion population). Current law requires that states
redetermine whether an individual who is enrolled in the Medicaid program
remains eligible every 12 months. Under the bill, states would be required to
conduct eligibility redeterminations of the expansion population every 6
months starting in 2028. CBO projects that this provision, combined with
another that would require more extensive address verification, would
reduce spending by about $65 billion.

Delay Medicaid and CHIP Eligibility Rule: The committee also proposed delaying
a Biden administration rule intended to facilitate redeterminations and
remove barriers to accessing Medicaid and Children’s Health Insurance
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Program (CHIP) coverage. The rule, which was finalized last year and has
various implementation dates between 2025 and 2028, established
timeliness requirements for redeterminations of eligibility, required states to
take proactive steps to update enrollees’ contact information, removed
barriers to children receiving CHIP coverage and transitioning between
programs, and updated recordkeeping regulations. CBO estimated that
delaying implementation of this rule, along with another rule that expanded
access to Medicare savings programs, would reduce spending by about $160
billion.

o Codify Marketplace Affordability and Integrity Rule: The E&C package makes
significant changes to the ACA exchanges. The bill finalizes a proposed rule
that, among other things, institutes additional eligibility verification
requirements, shortens the annual open enrollment period, reduces income-
based special enrollment periods, and excludes Deferred Action for
Childhood Arrivals recipients from marketplace coverage. The CBO estimated
that codifying this rule would result in 1.8 million people falling off the
exchanges.

The E&C legislative recommendations also restrict states’ ability to finance
expanded health care payments through provider taxes. Under the Social Security
Act, Medicaid provider taxes are defined as those for which at least 85% of the tax
burden falls on health care items or services or entities that provide or pay for
health care items or services. According to the Kaiser Family Foundation, every
state except Alaska uses provider taxes to fund Medicaid base rates and
supplemental payments, avoid benefit cuts, or expand benefits. The bill would
freeze existing provider taxes at current levels and prohibit states from instituting
new provider taxes. The CBO estimates that freezing provider taxes would save the
federal government $87 billion.

Drug Pricing:

The committee used reconciliation to address priorities related to drug pricing and
pharmacy benefit managers (PBMs). The legislative recommendations incorporate
the ORPHAN Cures Act, which expands the orphan drug exclusion under the
Medicare Drug Price Negotiation program. The ORPHAN Cures Act excludes any
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period in which a drug had an orphan designation from market approval
calculations, used to determine when a drug may be selected for Medicare
negotiation. The bill also excludes orphan drugs that are approved to treat more
than one rare disease or condition from negotiation. The E&C recommendations
include several components of the bipartisan PBM reform package that were left
out of a continuing resolution last December:

Medicaid-PBM Contracts:

e Spread Pricing: The bill prohibits Medicaid programs from allowing their
contracted PBMs to conduct spread pricing. PBMs that contract with states
must implement a transparent pricing model that is based on a drug's
ingredient cost plus a professional dispensing fee not less than the price
determined by the state.

e Transparency: PBMs must submit data to the state, and the US Department of
Health and Human Services (HHS) upon request, detailing all costs and
payments related to covered outpatient drugs and accompanying
administrative services. Reports must conform to HHS requirements,
including ingredient costs, dispensing and administrative fees, and post-sale
and post-invoice fees, discounts, and related adjustments such as indirect
and direct renumeration fees.

e Pharmacy Benefit Manager Definition: Finally, the bill establishes a new,
standard definition for “Pharmacy benefit manager,” as any person or entity
that acts as a price negotiator or group purchaser on behalf of a state,
managed care entity, or other specified entity and carries out one or more of
the following activities: 1) processing and payment of claims for prescription
drugs, 2) performing drug utilization review, 3) processing drug prior
authorization requests, 4) managing appeals or grievances related to
prescription drug benefits, 5) contracting with pharmacies, 6) controlling the
cost of covered outpatient drugs, or 7) the provision of services thereto.

Medicare Part D Plan Sponsor-PBM Contracts:

e Transparency: Beginning with the 2028 plan year, the bill requires PBMs to
submit a report annually to HHS and every contracted Part D plan sponsor
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that contains information, including 1) cost and utilization data for each
covered drug, 2) information related to the plan's spending at PBM-affiliated
pharmacies, and 3) justifications for favorable formulary placement of brand
or reference products over generic or biosimilar alternatives. PBMs are also
required to identify and define benchmarks used in pricing guarantees or
cost performance evaluations and allow their contracted plans to audit their
performance at least once per year.

o De-Linking: Beginning with the 2028 plan year, the bill prohibits PBMs from
receiving any compensation related to the dispensing of a prescription drug
other than a bona fide service fee and incentive payments. A bona fide
service fee means a fee that reflects the fair market value (defined by HHS
rulemaking) of a service which is not based on the drug price; the amount of
discounts, rebates, or other DIR; coverage or formulary placement; or the
volume or value of any referrals or business generated. Incentive payments
must be a flat dollar amount, consistent with fair market value, which is
related to services performed by the PBM or an affiliate in connection with
the utilization of covered Part D drugs. The bill gives the HHS Office of
Inspector General authority to review all remuneration agreements between
PBMs and other entities involved in the dispensing or utilization of covered
drugs.

e Pharmacy Contract Standards: Under current law, Part D plan sponsors must
permit any pharmacy willing to accept its network contract terms into the
plan’s pharmacy network. Network contract terms must be “reasonable and
relevant,” however plan sponsors are currently given discretion to determine
what terms fit that standard. This bill removes that discretion from Part D
plans and requires HHS to develop standard pharmacy contract terms.

Pharmacy Acquisition Cost Survey

e Expansion of Pharmacy Acquisition Cost Survey to Specialty and Mail-Order:
Currently, the CMS conducts monthly surveys to estimate the acquisition cost
of covered outpatient drugs for retail community pharmacies, which is then
used to calculate the National Average Drug Acquisition Cost (NADAC). The
NADAC is a frequently used benchmark for pharmacy reimbursements in
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state Medicaid programs. This bill would expand the survey to “applicable
non-retail pharmacies,” which include mail-order and specialty pharmacies.
Hospital, long-term care, and nursing home pharmacies, as well as clinics,
non-profits, and government pharmacies, would be exempt from
participating in the acquisition cost survey. States may not use applicable
non-retail pharmacy acquisition costs as a benchmark for retail pharmacy
reimbursement.

Required Participation in Pharmacy Acquisition Cost Survey: The bill would
require states to force all retail and applicable non-retail pharmacies that
receive Medicaid reimbursement to participate in the monthly pharmacy
acquisition cost survey. The bill gives HHS the authority to levy civil monetary
penalties against any retail or applicable non-retail pharmacy that fails to
respond to the survey or provides false information, up to $100,000 for each
violation.
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