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Third-party, for-profit vendor contracts with a self-
funded employer plan
Carves out coverage for some or all high-cost 
specialty drugs

Steers patients to manufacturer assistance 
programs or international sourcing 
Patients who do not comply must pay the full 
price

Vendor keeps a percentage of the savings
“Alternative Funding Program” is not the name 
vendors use to describe themselves to patients or 
the public 

What is an Alternative Funding Program (AFP)? 



Patient in new employer-sponsored plan denied prior authorization 
for HIV treatment
AFP vendor (CerpassRx) required him to apply for manufacturer 
assistance (for the uninsured)

Denied: he has insurance 
CerpassRx continued to deny PA & urged his clinicians to go back 
to manufacturer assistance program

Patient then pushed to sign up for RxFree4Me to get Rx from  
Canadian pharmacy

Patient & physician refused international sourcing

His physician: “This is insane.” 

Patient surviving on manufacturer samples; he is reluctant to “cause 
trouble” for his employer

Case Study





~14% of employers had an AFP in 2022
Source: PSG, 2023 Trends in Specialty Drug Benefits

AFPs are particularly common in certain 
sectors

Many unions, school districts, municipalities, 
and counties implement AFPs
AFPs can also cluster geographically:

Nursing homes in MA 
Meatpacking industry in IA

Are AFPs common? 



Delay or block access to life-saving 
medications
Buried in opaque plan documents 
May coerce patients into false statements 
about their insurance status 
Push employers into conflict with their 
fiduciary duty to act in the interest of their 
plan participants

How are AFPs harmful? 



Many AFPs use a loophole to classify certain 
drugs as “non-Essential Health Benefits” to 
evade ACA protections

CMS has closed this loophole in 
individual/small group markets 
Intends to work with DOL to close the 
loophole for ERISA plans

Importation is a separate issue: illegal under 
Section 804

Are AFPs legal? 

















FDA Warning Letters, CanaRx, 2003 and 2019
CanaRx remains active today                                          
https://www.stlawco.gov/sites/default/files/HumanResources/(CANARX)%20Formulary.pdf

FDA Warning Letters

FDA Warning Letter, ElectRx, 2023
ElectRx remains active today 
https://files-

backend.assets.thrillshare.com/documents/asset/uploaded_file/1469/Mcallenisd/420f885b-

9ccf-4d5d-9a20-82805ebd4f44/ElectRx-Formulary-January-2026.pdf?disposition=inline
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FDA response to Aimed Alliance Citizen Petition re AFPs 
& importation (FDA-2024-P-1058), March 2026: 

“Alternative funding programs as 
described in the Petition are not 
permitted to import drugs under 
Section 804.” 

FDA Citizen Petition Response



Enforce existing law 
Investigate AFPs facilitating illegal drug importation 
under existing FDA and DOL/EBSA authority

Investigate the AFP business model
Scrutinize AFP vendor practices to determine the 
full scope of illegal conduct 

Close the gaps
DOL close the EHB loophole & prohibit harmful AFP 
practices that fall outside current law

Protect patient safety 
Patients deserve legitimate, unadulterated, and safe 
medications, not unregulated import schemes 

Call to Action



Thank you!

Thank you!

Kevin Herwig 
kherwig@hivhep.org

Follow: @HIVHep

mailto:Cschmid@theaidsinstitute.org
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