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I hope this issue of EH Connect finds you
enjoying your summer and reconnecting
with family and friends as COVID-19
restrictions are eased in most states. The
team at Employers Health moved from a
remote work environment back into our
offices at the bcginning of May and have
enjoyed the ability to once again work and
collaborate with one another. We look
forward to meeting in person with each of
you as your state, local and organizational

rules allow.

While we don’t set a single theme for our
authors, each article in this issue can be
tied back to price, and particularly how
employers are impacted by increasing
health care costs. The article by Clinical
Advisor, Hannah Whitesel, on page three
discusses employers’ coverage of infertility
treatments. In a recent Employers Health
benchmarking survey, respondents ranked
price as the no. 1 barrier to providing
infertility benefit coverage. The article

on page seven provides an overview of
the various specialty copay assistance
programs and how thcy can be utilized

to reduce overall specialty spend for

both plans and pl:m participants. Finally,

“Generic Drug Pricing: Why all the Fuss?”

on page 11 provides a primer on the
various ways generic drugs can be priced
and state efforts to regulate these prices
and the ultimate impact on self-funded
plan sponsors.

Employers Health was founded by
business leaders looking to maximize the
value of each health care dollar spent.
Today, our team of clinical pharmacists,
data analysts, lawyers and employee
benefits experts keep a watchful eye on
the latest developments in the industry.
The team uses its knowledge and
experience to shape strategies, develop
trend-lowering solutions and share best

practices with benefits professionals and

FROM CHRIS

their consultants through articles in this
magazine, educational webinars, podcasts,
one-on-one discussions and more. As it
has always been, our purpose is to provide
resources, tools and advice to help plan
sponsors deliver high-quality health care

bCﬂCﬁtS ata sustainablc cost.

Today’s employers find themselves in a
difficult position to effectively manage
their health care costs. The rising prices
of medical procedures and specialty
pharmaceuticals are compounded by
increased utilization from an ever-aging
population with more conditions and, to
the credit of medical innovation, more
treatment options for those conditions.
Consolidation among the players in

the supply chain, from hospitals to
pharmaceutical companies to PBMs and
insurers, limits employer choice and drives
even higher prices. Regulatory efforts,
particularly at the state level, seem more
interested in ways to reallocate profit
among the supply chain versus bringing
down the prices that hamper so many
employers and the individuals on

their plans.

More employers are figuring out that the
most effective way to combat these market
forces is to work collaboratively through
Employers Health. After several years of
record-setting growth, the 2021 selling
season is shaping up to be one of our best.
To date, we've secured 15 new clients
accounting for more than $100 million

in pharmacy spend. We’re also adding
new resources to support this growth.
Courtney Keefe and Tu Doan joined our
clinical pharmacy team on July 1 and we're
also adding new positions on our account
management, sales and marketing teams

as well.



BEST
EMPLOYERS
IN OHIO! 2021

CRAIN'S CLEVELAND BUSINESS

Employers Health was recently recognized as
one of the Best Employers in Ohio by Crain’s
Cleveland Business and Best Companies Group.
We are proud to have been ranked number three

of 22 small to medium employers in Ohio.

The program is open to all publicly and privately
held organizations, either for-profit or not-
for-profit. To be eligible for consideration,
organizations must have at least 15 employees
working in the state. Winning organizations
participate in a two-part evaluation process. First,
the employer completes an in-depth questionnaire
to collect information about its benefits. The
second portion solicits employee feedback via a
company-wide survey which accounts for 75%

of the organization’s overall score. The results

are then ana|yzed by Best Companies Group to
determine the winners and their rank.

‘!

The main goal of Best
Employers in Ohio is to

create an environment where
employees love to come to work,

says Peter Burke, president and co-founder of
Best Companies Group. The Harrisburg, PA-based

employer research and survey provider managed

the registration process, conducted the two-part
survey, evaluated the data and ultimately chose
the emp|oyers on the list.

To learn more about the Best Emp|oyers in
Obhio program and this year’s recipients visit

www.BestEmployersOH.com.

CRAIN'S CLEVELAND BUSINESS a



Baby Steps to
Fertility Coverage

How Advances in Treatments may
Give Employers Another Reason to
Provide Fertility Benefits

As an optional coverage decision, fertility
benefits are often excluded in an attempt
to minimize health care spend. However,
the implications of excluding fertility
benefits go beyond the initial perceived

cost avoidance.

The definition of infertility is the inability
to achieve pregnancy after one year
of unprotected intercourse, if not

sooner under certain circumstances.'

The prevalence within the U.S. may
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by Hannah Whitesel, PharmD | Clinical Advisor

be underappreciated, as one-in-eight
couples, or roughly 15% meet this
diagnosis.” Infertility is a diagnosis
many employees may face, and employer
backing could drastically improve their
_journey towards successful treatment.
While many factors go into a decision
to design or omit a fertility benefit,
this article will detail considerations
for benefits and human resources
teams when designing an ideal fertility

benefit plan.



Infertility is a recognized disease state
with its own diagnostic ICD codes.
Nonethe|ess, the perception and
treatment of infertility as a clinical
diagnosis within the self-insured
market has been slow to catch on.
Recent data suggest that infertility is
here to stay, and it is likely growing.
Trends within the past few years

have shown individuals are electively
waiting longer to have children; and
with age being the most important
factor in determining fertility rates,
infertility is becoming more and

more common.® Nationa”y reported
statistics for fertility services,
especially in vitro fertilization (IVF),
appear to reflect this trend. IVF is
one of the most cost|y and comp|ex
forms of assistive reproductive
therapy; where the egg and sperm
are gathered, fertilized in a laboratory
setting and the resulting embryo is
transferred into the mother. From
2015-2019, there has been over a
20% increase in these IVF cycles4
with 2019 preliminary data suggesting
that more infants are being born

through IVF than ever before.

Fertility and
the Workplace:
HR Advantage?

Results from a 2015 national survey
found the top reasons to postpone
starting a family included being able
to focus on a career and child-related
expenses.® This is emphasized with
drops in fertility rates in response
to widespread financial hardship
such as the great depression or the
2008 economic crisis. Proof of
how impactf:u| the workp|ace can

be on family planning, whether an

employer is aware of it or not; the

ability to perform in a career is the
most commonly reported reason to
postpone starting a family.> Even
indirect employee consequences
occur due to managing their

health and diagnosis as well as the
conFusing course of treatment. These
concerns are frequently echoed in
decision making when seeking new

emp|oyment.

A robust benefits package is a known
tactic to sway new hires towards

a new employer. The inclusion of
fertility benefits is quickly gaining
traction within this practice. In fact,
68% of employees are willing to
change jobs entirely to obtain this
perk.5 These trends are reflected
within the 2020 Employers Health
Infertility Benefits Benchmarking
Survey results, as the two biggest
perceived advantages to coverage by
those who include it are recruiting
and retaining skilled employees and
recognition as a family-friendly
company

EMPLOYER RANKINGS OF REASONING
FOR PROVIDING FERTILITY BENEFITS:

1 Recruiting and retaining
skilled employees

2 Being recognized as a family-friendly company

and to generate positive public relations

3 Reducing the risk of mu|tip|e pregnancies and

unnecessary neonatal ICU costs

4 Enab“ng access to quality inFerti“ty care
that is effective and appropriate

BABY STEPS TO FERTILITY COVERAGE n



The advantage of using infertility
benefits for emp|oyee recruitment
and retention is especially beneficial
for those who have a history of
infertility, as reported statistics show
the majority feel that infertility is
more stressful than traumatic events
such as unemployment or divorce.”
In addition, the inclusion of fertility
benefits can reinforce company
values and support employee

loyalty and longevity. This is notably
seen in increasingly competitive
industries; with many Fortune 500
companies, such as Bank of America
and Facebook, providing a fertility
benefit. As infertility projections are
only expected to increase in the next
few years, employee standards for

adequate benefits are |ike|y to follow.

Cost versus
Clinical Rationale

It is no secret that many fertility
treatments can quickly rack up
health care spend in the tens of
thousands. These costs, however, do
not occur within a vacuum. There
are many downstream consequences
of either the decision to include
fertility benefits or not. Perhaps
counterintuitively, a growing body
of evidence highlights that a robust
fertility benefit has the potential

to offset medical costs by reducing
high-risk pregnancies. Even though
IVF cycles are not cheap, inpatient
hospital stays, notably those in the
neonatal intensive care unit (NICU),
can easily exceed the entire cost of a

Fertility treatment.

With the average cost of IVF ranging
by state from $9,000 to $16,000
per cycle, the high cost of IVF can
incentivize poor clinical practices
that can quickly rack up medical
benefit dollars unbeknownst to the

payer. If a member is paying for IVF

B EH CONNECT // SUMMER 2021

out of pocket, they will be much
more inclined to take unnecessary
risks such as using more than one
embryo at a time for the procedure
to statistically increase their chances
of conceiving. Even though this may
appear to be positive on the surface,
pregnancies with twins or more,

are innately high risk. Pregnancies
with multiples are more likely to be
born prematurely or with a low birth
weight. These complications can incur
almost five times the healthcare costs
when compared to all births, and over
ten times the cost when compared to
uncomplicated births. According to

a 2013 study, this contributes to an
additional $49,760 per premature or
low birth weight newborn on average.6
An employer-sponsored benefit
could easily address this by requiring
elective single embryo transfers
(eSET) when medically appropriate,
or by covering multiple IVF cycles,
therefore reducing the fear of not

conceiving on the first try.

Another IVF option, yet more
controversial, can produce a dramatic
impact on pharmacy benefit spend as
well. The practice of preimplantation
genetic testing (PGT) can be added
to any IVF treatment. PGT screens
embryos for genetic disorders while
they are still in a lab before the
procedure. Screening can detect over
500 genetic conditions including
pharmacy benefit heavy hitters such
as cystic fibrosis, spinal muscular
atrophy and hemophilia. Though the
potential benefit can be substantial,
PGT is not required within an IVF
regimen. So if costs are directing

the course of treatment, PGT may
never be considered. Even with these
factors playing a role, only one-third
of fertility-covering respondents in
our survey reported including PGT

services. For employers, providin
RIOYElS, 1P g

PGT coverage may be beneficial in
the |ong term for the p|an as well as

their members.

Employers Health
Infertility Study Results

A fertility coverage survey was
distributed at the end of 2020
providing insight into fertility
practices currently utilized within
our coalition. Questions explored
fertility trends, services provided and
different opinions and management
strategies endorsed by clients. A
subsequent data pu|| was conducted
comparing utilization trends based
upon survey responses. Within the
survey responses received, roughly
half included fertility benefits within
their plan. Of those covering fertility,
the most common management
strategy was through lifetime
monetary caps limiting employer
contributions. The amounts of these
caps varied significantly between plan
sponsors, starting at $750 and going
up to $60,000, with the average
falling around $25,000 per member.
Interestingly, around 30% of
respondents reported no restrictions
managing coverage. This is a perfect
example of how there is no one-size-
fits-all fertility benefit.

[FIGURE 2 J

% MALE UTLIZATION OF
PHARMACY CLAIMS WHEN IVF IS
COVERED VS. NOT COVERED

33.5% COVERED

24.77% NOT COVERED



Utilization metrics were compared
between two groups, those who
cover |IVF and those who do not.

A poignant finding was plans that
cover IVF had much more male
utilization of products than those
who did not (34% versus 25%).

Since approximately 40% of infertile
coup|es have a male factor as the sole
or contributing cause of infertility,
this difference can be meaningful. The
suggestion that IVF coverage may
encourage more male treatment is
substantial, as assessing and treating
both partners is imperative for

success

In addition, IVF covering clients

had 26% less utilization of the oral
infertility medication clomiphene.
This is notable as the manufacturer
labeling reports 8% of all clomiphene-
induced births are multiples,

with no way to mitigate that risk.
Providing coverage of more advanced
treatments, such as |VF, appears to
reduce the utilization of

clomiphene and its subsequent

multiple-birth rate GISEEED.
P

Overall, the quality of fertility
treatments have drastically improved
in the past 20 years. It is time that
insurers take advantage of the
industry’s progression and encourage
the use of these increasingly safe and

effective treatments.

In conclusion, even providing a
minimal fertility benefit can make a
major difference among employee
satisfaction, recruitment and
retention. This impact is likely to
grow in the future as infertility rates
continue to rise. Before deciding on
fertility benefits, consider requesting
medical benefit data for the health
plan. Inconspicuous medical spend
for childbirth and neonatal care
may come to light and drastically
influence the financial appraisal of
the benefit. Ultimately, ensure that
elections are well-informed and

(%

reflect on popu|ation parameters such

as average member age, employee
turnover rate and total lives covered.
An effectively designed plan can
direct members towards high-quality
care while tailoring cost management
strategies to the appetite of the

p|an SPOI’ISOF.

Clomiphene

IVF Non-Covering
Utlilization

69%
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Reducing Overall
Specialty Spend
with Specialty
Copay Assistance

by Brett Pinson, MBA, CEBS | Client Solutions Specialist

«. Q
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How can plan sponsors reduce
overall specialty spend within their
plans? This is a common question
directed to Employers Health and

its PBM providers. Rightly so,
specialty continues to be a focal point
throughout Emp|oyers Health’s book
of business. Specialty increased by
rough|y $54 billion from 2011-2016
and is now projected to represent
close to 50% of total prescription
drug spend.’ As a result, PBMs have
developed new initiatives to provide
strategies that reduce both plan
sponsor and plan participant

specia|ty spend.

One strategy involves the evolution
of specialty copay assistance or
manufacturer copay cards. Outlined
below are the different copay
assistance opportunities available

to P|an sponsors and how both
employers and their participants can
benefit from these opportunities to

save on their pharmacy spend.

What is Specialty Copay
Assistance?

Manufacturer copay assistance helps
patients afford higher cost specialty
brand name prescription drugs

by reducing their out-of-pocket
spend. When using copay assistance,
the drug manufacturer covers

part or all of the cost a member

is responsible for through either a
copay, coinsurance or a deductible.
Consider a scenario where a specialty
brand drug is approximately $5,000
per 30 days’ supply. The member’s
benefits plan has a $250 copay on all
specialty brands. A copay assistance
program is available through the
drug manufacturer that has a
$4,500 annual value maximum and
a required $50 per script payment
by the member. In this instance, the

coupon card WOUId cover $200 OF

the $250 member copay, thus the
member would only pay $50 out-
o‘F-pocket (OOP) for the member’s
$5,000 specialty brand drug per
month. Through this specialty copay
assistance, or copay coupon, the

member is saving $2,400 annually.

What are Specialty
Copay Accumulators?

Because of the significantly lower
payments incurred by members

due to copay coupons, plans have
shifted their focus to an approach
called “accumulator adjustment.” The
PBM'’s approach ensures members
are not Fa|se|y, or premature|y,
hitting their deductibles early in the
plan year. Going back to the specialty
brand example, if a copay coupon
lowers a member’s out-of-pocket
payment tojust $50, then on|y that
$50 amount would reflect toward the
member’s maximum out-of-pocket
(MOOP) and deductible; not the
total member cost share amount of
$250 which would take place without
the accumulation approach. By doing
so, the spend is balanced between the
member and plan sponsor by giving
credit for only what the participant
has actually paid.

Copay accumulation has been a
popular program amongst Employers
Health clients, with just under 60%
of our CVS book of business utilizing
this strategy. To |'\e|p plan sponsors
and their participants battle rising
health care costs, many PBMs have
launched new copay optimization
strategies, offering the potential for
greater savings for plan sponsors who

choose to participate.

What is Copay
Optimization?

Based on a recent PBM study, it was
determined that more than 90% of
specialty brand prescription fills have
a copay card program available. To
ensure these coupons are being fully
utilized, many PBMs have offered
new copay optimization initiatives to
maximize savings from manufacturer
copay cards and reduce both plan and
participant costs. There are different
ways PBMs approach these copay
optimization strategies. Whether it
is an approach, such as PrudentRx,
that eliminates a patient’s out-of-
pocket obligations altogether, or a
variable copay arrangement, where
copays are adjusted to maximize the
value of the copay coupon cards, the
overall goal of copay optimization
programs is to reduce employer
spend while simultaneously utilizing
copay coupons to reduce the p|an
participant’s cost. Using the scenario
covered in the section, “What is
Specialty Copay Assistance?,” the
optimization strategy would seek to
maximize the full $4,500 annual
coupon value available. To ensure
this takes place, the member’s
copay would be adjusted from

$250 to $425 per month for this
specific drug. This allows the copay
assistance coupon to cover $375 of
the $425 copay after the required
$50 member share. While the
copay amount does change, there is
no impact on the member’s actual
out-of-pocket responsibility. The
member paid $50 with the coupon
card prior to the adjustment and they
will continue to pay $50 after the
adjustment. By increasing the copay
to $425 and maximizing the annual
$4,500 coupon value, the plan
saves the additional $2,100 available

annua”y when compared to the

SPECIALTY COPAY ASSISTANCE n



standard copay assistance approach
that only utilized $2,400 of the total

coupon va|ue.

Thus far, Employers Health’s book of
business has shown an average savings
of 25% in gross specialty spend

for clients who have implemented

copay optimization programs. Due

to the significant cost savings, client
adoption has increased as well.

More than 50 clients currently
participate in these strategies, and we
anticipate adoption of these offerings
by Employers Health clients will

continue to increase.

Next Steps

Specialty is indeed growing and
changing rapidly. Of the $1.5 billion
in overall drug spend in Employers
Health’s book of business in 2020,
roughly 47% of total spend was
specialty. Emp|oyers Health works
proactively with its pharmacy

benefit managers to be innovative

in promoting different strategies to
help plan sponsors anticipate trends
and control spend. It should be noted,
there are various legislative and
regulatory initiatives that may impact
the effectiveness and longevity of

these programs.

So, how can plan sponsors help
reduce specialty spend? Specialty
copay assistance programs, whether
a copay accumulation or optimization
approach, are options to consider.
There are real savings available and
plan sponsors should take advantage
of the ability to incorporate these
opportunities to save on their
pharmacy spend. Reach out to your
Employers Health client solutions or
business deve|opment executive for
more information on these

specialty offerings.

1. https://www.admere.com/amr-blog/the-rising-costs-
of-specialty-drugs#:~:text=Spending%200n?%20
specialty%20medicines%20increased,U.S.%20
household%20income%20that%20year
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whole health

Protect your most important asset—your
employees, with the Whole Health Matters
Playbook, produced in partnership with

Explore a new
vision with us

the American Heart Association.

More than 62 million members have View the playbook at

proven that our approach works. With
EyeMed, more employees enroll, more
employees use their benefits and more
employees stay in-network.

Building healthy, smart, vibrant communities for all.

See the difference for yourself at
eyemed.com

*EyeMed onalysis of new business that transferred over from a prior benefits company, 2017.
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HOW CAN WE DRIVE BETTER HEALTH CARE CHOICES?

e

WE KNOW HOW. WE ARE THE HOW.

At OptumRx, we arm you with insights and options
that give you more control over pharmacy costs and care.
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access to treatment for
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Generic Drug Pricing

Why all the Fuss?

by Garrett Brown, J.D., CEBS | Assistant General Counsel

As covered in past communications, a
myriad of market forces impact generic drug
pricing and there are many “best practices,”
depending on who you ask. Some entities
have identified alternative approaches

or cost limits and others have worked to
maintain the status quo. This tension has led
to many states taking steps to address the
pricing of these medications and the success
thereof may ultimately drive changes at

the federal level. This article will provide
context on the role of generic medications,
a refresher on current pricing methodology
and present some of the policy proposals
that are a|ready impacting some

seH:-Funded p|ans.

How Generic Pricing Works

Generic pricing is certainly important to
many stakeholders, although it typically
does not beat out headlines related to
expensive brand drugs, rebates and the delta
between the list price of a brand drug and
the net price after any associated rebate.
Passionate stakeholders typica”y approach

generic drug pricing from frustrations

m EH CONNECT // SUMMER 2021

around variability in pricing and pricing
dynamics related to volume and

market share.

For many plan sponsors, generic drugs
can represent upwards of 90% of the total
prescriptions and about 25% of the total
discounted drug spend. These proportions
can vary significantly based on client size
and specialty utilization within a given
plan. For example, smaller plans may have
a few specialty medications that drive a
disproportionate amount of spend and
thereby make the generic cost a smaller

percentage of overall drug cost.



With so much of a plan’s prescription
volume being dispensed as generics,
it is more likely that price volatility
can result in participant disruption.
Generic drug prices can vary between
pharmacies if one pharmacy has a
low-cost generic program, similar

to the $4 generic offer Walmart
introduced in 2006. Price differences
occur when the plan changes PBMs,
as the MAC lists utilized by the
different PBMs will generate margin
for the PBM on different generic
products. Pricing differences can

also be exposed through third-party
tools like GoodRx, which can deliver
lower prices at specific pharmacies
for specific medications when used

outside of the sponsored benefit p|an.

Thege areas of Prioe
Variabilifq and \/olaﬁli‘l'l?
are 6xa§p&ra‘f‘ool when
parﬁoipan+€ are n the
dedvctible phaga of their
plan and Paqing_ the full
Priw of the medication.

Generic medications are prevalent
and typica”y have lower prices than
the reference brand drug. Upon
patent expiration, a barrier to entry
is removed and additional sellers
enter the market. As such, the price
of a generic product decreases as
additional competitors come to
market. An FDA study reported that
the first generic version of a drug has
a price very similar to the reference
brand, but the entry of the second
and third generic competitors led to
more substantial price decreases in

excess of 50% of the brand

retail price.

Manufacturers sell the majority
of their products to wholesale
distributors, which market drugs

to pharmacies. Most of these

products pass through one of three
distributors which control roughly
85% to 90% of the market. These
entities have greater leverage in
negotiations with manufacturers of
mu|tip|e-source drugs because the
drug manufacturers compete to
gain a distributor’s business. Thus,
distributors often secure lower
prices from manufacturers when
purchasing generics, increasing the
margin between the price at which

distributors purchase and sell

a product.

Chain retail pharmacies are the
predominant purchasers of drugs
destined for retail pharmacies. |t

has been reported that sales to

chain customers (including chain
drug stores, mass merchandisers,
food stores and chain warehouses)
accounted for nearly half of
distributors’ sales volume. The market
power of a pharmacy plays a key

role in these financial re|ationships.
Chain pharmacies that serve a greater
number of patients and hold a higher
market share can negotiate more
favorable financial arrangements

with manufacturers.

Pharmacies also exert greater

|everage when negotiating for generic

rather than brand-name drugs. This
is mainly because plan sponsors and
PBMs do not control or select the
specific generic product ultimately
dispensed to the participant.
Pharmacies can select which product
to stock from all available generic
versions of a drug. As a result,
pharmacies may negotiate discounts
and rebates for generic products.
Thus, while a drug’s list price may
bea good indicator of the price
pharmacies pay for brand-name
products, pharmacies frequently pay
below the listed value for generic
products due to this leverage. The size
of the retail chain or an independent
pharmacy’s affiliation drives its ability
to leverage price concessions.

Distributors have created group
purchasing organizations to gain
greater access to pharmacies and
consolidate additional negotiating
power with manufacturers.
Distributors also partner with or
administer Pharmacy Services
Administrative Organizations
(PSAOs), which provide
administrative services on behalf of
independent pharmacies or represent
pharmacies in negotiations with
PBMs and third—party payers. The
three largest distributors, all of which
are listed in the top 16 of Fortune’s
2020 list of largest companies, own
three of the five |argest PSAO:s.

In these cases, the distributors are
both determining the prices at which
independent pharmacies procure

the drugs they dispense and also the
amount they are reimbursed for those
dispensed medications by the PBMs.
When independent pharmacies
cannot get their reimbursement

to cover the cost of a particular
medication, their first call should be
to the distributors who negotiate both
the buy and sell price on their behalf.

GENERIC DRUG PRICING m



Significant zross marzin
g aVaflablo é/fthin ‘H'\éJ
supply chain, and it must
be noted that propogals
to reform the market
seek 1o redistribvte

this marzin rather than
diminish it for the payor.

While exact figures are difficult to
ascertain, the table below contains
an estimate based on information
released by the University of
Southern California’s Center for
Health Policy and Economics. Gross
proﬁts vary greatly between brand
name and generic drugs driven in
part by where each entity can gain
leverage and negotiate, and also by
the overall |arge proportion of

generics as a percentage of total

scripts dispensed. See [ FIGURE1 ]

Relative to generic medication
pricing, the only points of leverage
for plan sponsors are the composition
of their retail network, plan designs
impacting channel and the contract
with a PBM. As such, the ability for

a p|an sponsor to uni|atera||y revamp
the market paradigm is limited.
Proposa|s seeking to regulate these
limited abilities or the nature of the

plan’s contract with a PBM are likely

more beneficial to another member
of the supply chain than the p|an or
its participants.

Current Pricing

Current|y, a manufacturer genera”y
sells a drug to a wholesale distributor
at a list price set by the drug maker
called the Wholesale Acquisition
Cost (WAC), minus discounts
negotiated between the parties. The
distributor then sells the product to

a pharmacy at a price roughly based
on the WAC. Next, PBMs reimburse
retail pharmacies based on lists
identifying a “Maximum Allowable
Cost” (MAC) for each product. This
list identifies maximum payment the
PBM will pay for a particular drug.
This approach theoretically provides
an incentive for retail pharmacies to
procure the least expensive generic
version. A retail pharmacy directly
or indirectly through an entity such
as a PSAO has agreed to accept such
pricing methodology as a condition of

participating in the PBM’s network.

A PBM’s MAC lists impact how a
plan sponsor, and participant, pay
for drugs. Regardless of the pricing
arrangement, it is important to
understand there is more than one
MAC list available. Under a more
traditional pricing model, a PBM

would reimburse pharmacies using

a MAC list with lower prices and

bill a plan sponsor using a MAC

list with higher prices, thereby
creating spread. Fora pass-through
arrangement, the PBM may use one
set of price points for reimbursing the
pharmacy and billing the client, but

it does not mean that the PBM does
not still utilize multiple MAC lists to
optimize its book of business. There
are also a host of Post—transaction
fees and adjustments that occur
between retail pharmacies and PBMs
which may not be subject to the pass-

through requirements.

Commonly, in traditional or hybrid
models, the PBM puts forth an
overall average discount that must
be met for all generic medications
dispensed under the plan. As such,
MAC lists may be manipu|ated
throughout the year to ensure that
the plan performs as it is contractually
guaranteed. Given the many factors
that impact utilization and drug mix,
there is typically some variation
between the actual performance and
the guarantee. Depending on the
services agreement, a plan sponsor
is likely made whole for a shortfall or

wou|d have a|ready beneﬁted From

overperformance of the guarantee.

Retail Distribution System Gaross Profit Fer $100
Entity Brand
Wholesaler $1 e

Generic

Pl haymau, $§ $32

PBM $2 $7

Not inclusive of rebates
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Policy Proposals
(Reimbursement Controls and
NADAC Pricing Methodology)

Having navigated through the above
acronyms, it is clear that generic
pricing is nuanced and involves many
stakeholders. As such, any seeming
straightforward “transparent” solution
or definitive finger pointing merits a

deep review.

NADAC Benchmarking

There have been several instances of
state-based proposals that require
retail pharmacies be reimbursed at
NADAC rates plus a dispensing fee.
What is NADAC? National Average
Drug Acquisition Cost, or NADAC,
is a file published by the Centers

for Medicare & Medicaid Services
(CMS) that contains the results of a
retail price survey that is administered
by a third party. These pricing files
provide state Medicaid agencies with
covered outpatient drug prices by
averaging survey invoice prices from
retail community pharmacies across
the United States.

On its face, many sponsors could
believe this approach yields a greater
degree of transparency, but it is
important to understand some
fundamentals of NADAC and these
proposals. First, NADAC is an invoice
price and does not include off-
invoice discounts. It yields an average
benchmark price that is higher than
the average net acquisition cost.
Second, it is important to recognize
that the survey is voluntary, and
many major chains and grocers do
not report, leaving the sample to be
comprised primarily of prices from
independent pharmacies and PSAO:s.
In addition to reimbursement tied to
the NADAC file, proposals typically
also include a mandatory $8-to-$12
per prescription dispensing fee.

An analysis of generic pricing based
on a large sample of self-funded plans
under a well-managed PBM program
identifies that NADAC pricing is
similar, albeit slightly behind, MAC
pricing for the top 25 generic drugs
by volume. Depending on the quality

of the underlying contract a plan

GENERIC DRUG PRICING




sponsor utilizes, NADAC could

very well provide a lower per-unit
cost. General comparability is not

a surprise as NADAC pricing is a
factor that p|ays into many PBMs’
MAC lists, but it does not set a floor
on what a retail pharmacy must be
reimbursed. For many plan sponsors,
especially those with an already well-
managed contract, the statutori|y
required addition of an $8-to-$12
dispensing fee to this unit cost likely

increases costs for plan sponsors.

Reimbursement Controls

Some states have successfu”y
implemented legislation (e.g. Ark.
Code Ann § 17-92-507(a)(6))

that requires PBMs to reimburse
pharmacies at or above the
pharmacies’ drug acquisition cost and
permits a pharmacy to reverse and
rebill below cost transactions if the
pharmacy concludes that the MAC
list rate is below the pharmacy’s
acquisition cost. Such approaches
have been deemed permissible under
the Emp|oyee Retirement Income
Security Act of 1974 (ERISA) due
to the view that this rule is within a
state’s ability to regulate provider
reimbursement. These types of
requirements undermine the utility
of MAC pricing, eliminate the
incentive for pharmacies to seek to
competitively purchase drugs and
contribute to a p|an’s greater overall

pharmacy spend.
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Final Thoughts

For a plan sponsor, a key question
must be who is seeking to obtain a
larger piece of the pie? Followed by,
who will bear that cost? Regarding
the latter, such cost will likely not
be borne by one of the many jumbo
organizations in the supply chain.

Spread is addressed by pricing

model and an emp|oyer’s contract
with a PBM that clearly details the
operation of the under|ying model.
However, pricing model is not the
most important indicator of the
financial stewardship of the plan.

The key indicator for an employer is
total cost for all medications from all
channels. Many pundits lose sight of
this dynamic and fall into the trap of
evaluating the cost of a single drug at
a single retail pharmacy for a single
plan sponsor. While excessive spread
is never appropriate, an understanding
of the total costs to the p|an and

its participants must complement
the evaluation of any model. As

such, effective plan sponsors can
manage their plans without purported

assistance from state legislators.
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Pharmaceutical
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HOW A SCHOOL e iy
DISTRICT CONSORTIUM
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SAVED $2.5 MILLION A YEAR

US-Rx Care’s fiduciary Pharmacy The US-RX Care Difference
Benefits Risk Management services
helped achieve $2,500,000 a year
in savings to the consortium’s
10,100-member plan

* US-Rx Care provides fiduciary
Pharmacy Benefits Risk
Management services to a wide
range of clients exposed to

* Specialty medication management pharmacy his. '/\
Over 400 specialty Rx's targeted. * Over two decades of service to
Savings exceeding $20 PMPM (9:1 ROI) more than 5 million lives.
Over $2.5 MM in specialty Rx savings o Over $1 billion in cost savings ° e
annually generated for clients. e
Process behind the scenes to members e  Expertise in all aspects of
with process integrated into current pharmacy risk, including acute,
PBM process chronic and specialty medications.
For a FREE Savings Analysis Read more at helloheart.com

E-mail us at info @us-rxcare.com | Call at 800-608-2990




Client
Spotlight

TQL Y

TOTAL QUALITY LOGISTICS

Founded in Cincinnati, Ohio in 1997,
Total Quality Logistics is one of North
America’s largest freight brokerage
firms. TQL connects customers with
shipping needs to a network of over
90,000 transportation companies
that have the available capacity and
service offerings to get their goods
where they need to be.

This is accomplished through a
combination of world-class
customer service and industry—

|eading technology.
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From left to right: Connor Hamilton, Lisa Gruber, Kathryn Pravel, Megan Napier

How long have you been with Total

Quality Logistics and have you been
with the HR / Benefits Team the

entire time?
I’'m going on my third year with TQL
and have been on the HR/benefits

team the entire time.

Why/how did you choose to get

involved in employee beneflts?

Like most people | fell into HR, and
knew it was the right career path for
me. When the opportunity arose
for a benefits manager at a growing
company in Cincinnati, | had to take
the chance and go for it. Managing
benefits for 5,000 employees
across the country is rewarding and
challenging and | am extremely
thankful that | have this opportunity

to work with an amazing team.

How does your company approach
health beneﬁts and overall we”-being
for your emp/oyees?

At TQL we want to ensure emp|oyees
have the right care at the right price.

We realize not everyone falls into the
same bucket, so we have a variety

of medical plans and supplemental

benefits that emp|oyees can choose
from. We are also dedicated to
ensuring emp|oyees understand

the benefits available to them.
Educating employees on insurance
basics, including HSAs, is a priority
for us. When emp|oyees understand
their beneﬁts, they take persona|
ownership and are a better health

care consumer.

For us, overall well-being of
employees spans beyond benefits.
Our investment in a brand-new
headquarters expansion was
employee focused. We now offer an
expanded complimentary 24/7 gym
comp|ete with a yoga room, over

60 pieces of equipment and locker
rooms; campus-wide walking trails;

a basketball court; nursing mother’s
room and break areas with games like
ping pong and foosball. We also invest
significantly in employee culture

and engagement events like regu|ar
employee recognition, company-wide
celebrations that family members are
invited to and even a pet adoption

reimbursement Program.
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Kathryn Pravel, Benefits Manager

How has your organization
been innovative in delivering
health care benefits?

Employees want benefits to be
simp|e, but as we know the health
care industry can be difficult and
complex. We're always looking at
new vendors and technology that
can make the benefits process
easier for employees. Currently we
utilize Workday (HRIS) which allows
employees to view plan information,
select benefits and up|oad supporting
documentation throughout the
year. During open enrollment our
employees can review plan offerings
and select their benefit elections all
within their Workday app. Outside
of Workday, we constant|y update
our intranet with cost saving tools,
informative videos and new apps our
vendors offer to keep our p|ans at
employees’ fingertips. Even though
we are growing at an extreme|y fast
rate, we know customer service
comes first. We openly invite
employees to call us if they have
questions so we can walk them
through our oFFerings and have that
one-on-one connection.

What has surprised you about
working in benefits?

m EH CONNECT // SUMMER 2021

Honestly, how much everything
costs has been shocking. | continue
to educate mysehc on ways to handle
the rising costs of specialty drugs
and work with our broker, Employers
Health and our pharmacy benefit
provider to make sure employees are
not on|y getting the right care but
also at the right price.

What are your thoughts on the
future of employee benefits?

The pandemic revealed that
emp|oyees like to have the ease

of talking to their doctor from

the comfort of their home using
telehealth. | believe most companies
will adjust their plan document to

allow telehealth moving forward.

Another area | see growing is the
techno|ogy space. We have the
mindset of instant gratification (thank
you Amazon Prime and two-hour
grocery delivery), so why should our
health benefits be any different?
Employees want to make decisions
quickly and not have to think about all
the what-ifs. There are a lot of benefit
decision making tools on the market
and that will continue to grow as

millennials are estimated to make up

75% of the workforce by 2025.

How long have you been engaged with
Employers Health?

We joined Employers Health in 2019.

What value do you derive/perceive
by being part ofcm organization like
Employers Health?

We conservatively save 5-7% in
pricing with our pharmacy contract
through Emp|oyers Health vs. a direct
arrangement. Having live/on-demand
webinars, podcasts and articles at our
fingertips is essential to the team so

we can stay on top of new regu|ations

and trends.

Have a story to share?

Contact us at

info@employershealthco.com




YCVS
Health.

Enhance savings
with PrudentRX,
an innovative
copay plan design

The PrudentRx Copay Optimization Program
is a specialty copay plan design strategy with
a best-in-class experience that enables payors
to help reduce or eliminate member cost share
for most specialty medications dispensed by
CVS Specialty®, while saving the plan money.

+ ~22% average gross savings' for
clients who have adopted PrudentRx
Copay Optimization

» More than 326 clients adopted the
program, representing 2.5M lives?

+ Members have $0 out-of-pocket
costs and <1% of eligible members
opt-out®

Want to learn more? Visit

PayorSolutions.cvshealth.com.

p
o/

“After speaking with my
PrudentRx representative, | was
delighted to find out I will have

a $0 out-of-pocket cost.”

— PrudentRx member

“l thought the savings estimate
seemed too good to be true.
The actual savings were even
greater than expected. 92%
of members were enrolled
prior to go-live; remaining
members were enrolled two

weeks post go-live.”

— Sr. Director of Benefits,
Health Care company in NJ

1. CVS Health Analytics, 2021. Data from PrudentRx Savings Summary, March 2021. All data sharing complies with applicable law, our information firewall and any
applicable contractual limitations. Savings projections are based on CVS Caremark data. Actual results may vary depending on benefit plan design, member

demographics, programs implemented by the plan and other factors. P1008460321

2. CVS Specialty Internal Data, accessed March 16, 2021. P1008500321
3. CVS Specialty Internal Data, accessed March 16, 2021. P1008480321
©2021 CVS Health. All rights reserved. 106-54571B 052421
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