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2008 Part D Transition
iiBNal Perspective — Plan Sponsors

2 sponsors offering plans nationwide

: Sterling Ins. & Universal American
‘Exited Market: Express Scripts & NMHC

6?)8 Part D Transition

gdNal Perspective - Premiums

|onaI average monthly premium is
1 (40% lower than projection)

% of beneficiaries have access to
8 plan with a lower premium

o All beneficiaries have access to 1 or
more plans with a premium <$20

6533"’ Part D Transition

gidNal Perspective - Formularies

‘; top 10 plans reduced their

Overall, 26% decrease (2,892 to 2,134)
most 90% of plans use 4-tier formulary
» Significant cost-sharing for:
o Tier 2 (preferred brands)
e Tier 4 (specialty and biologics)
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. 2008 Part D Transition®" ..
@Ral Perspective= LIS / Dual Eligibles

‘million re-assigned to new plans

United lost 650,000
e Humana lost 500,000

668 Part D Transition i FIorfa"é Perspective’— LIS / Duals
5—‘; in ‘08, increase from ‘07

—

RxAmerica
Prescription Drug Plans BhiCare
Medicare Advantage Plans Pennsylvania Life Insurance Company
6 Medicare Special Needs Plan Member Health
WellCare
First Health Part D
Quality Health Plans

jElorida Perspective — Special Needs Plans

——

-_--:— of MA-PD tailored to duals, institUtionaIized (o]
s with severe.chroni onditions
Ps operate in FL in ‘08
with Institutional Care

Medicare Choice (4 options)
 Universal IP (2 options)
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e

Reconciliation-fer2006

s ans reimbursed 80 % of catastrophic cost
ower than projections

urther cost savings bsidies for monthly premium payments
“Utilization — generics a focus isk Corridor — if cost more/less than

ccess — concerns remain - expected
¢ Plan performance — Plan pays/keep if cost 2.5% +/- of expected

— Beneficiary satisfaction ® 2006 reconciliation = $4 billion
— Reconciliation

~ ambulatory patients
LTC 5% of Part D population
Friction with Part D and LTC
—Clinical
— Regulatory
— Operational

Quality and efficiency in LTC achieved B infusion delivery
rough consistency and uniformity.
g ¥ L Plan rating for MA and PDPs
- Customer service

- Troubleshooting
- Chronic condition management

e number of Part D plans, and the wide
variability from plan to plan, create
challenges in LTC setting.

Senior Care ‘08
Florida Chapter, ASCP
April 11-12, 2008 3



Policy Updates:
Brad Kile, PhD

Prior authorizations

cilitated by LTC pharmacy/pharmacist
Fop 5 PDPs internal policy (not required)
® Exclusivity to certain pharmacies?

® Awareness by prescribers and pharmacists?

Reaulatory Changes for 2009

:-'a posed rule — Plan Bidding for LIS

2 en submitting bids if they
‘W|II charge LIS a zero premium if plan’s bid
does not fall below the regional benchmark

Applies to regions where <5 sponsor
organizations fall below the benchmark

MS objective — mitigate the disruption
— of plan switching during 2008-09
transition

¢ First time Part D would allow plan to
ﬁ?sply premium differently to LIS / non-

pngressional “Fixes” for Part D

Intelligent assignment for duals
€ minates random a55|nments
moves exclusion of benzodiazepines
fles protection of 6 classes of drugs
Anti-convulsants
— Anti-neoplastics
- — Anti-retrovirals
— Anti-depressants
— Anti-psychotics
— Immunosuppressants

Medicare Part D and Pharmaceutical Pricing

Prior authorizations

bids - plans must detail PA processes
Vithin framework determined by CMS
' Required deadlines (summer 08)
® Disclosure via plan website

® Beneficiary can compare “apples to apples”
on CMS Plan Finder website — Oct 2008

20

nré“ssional “Fixes"” for Part D

Co! t-sharlng protectlon for LIS
ending to 2.5% of

inates cost-sharing for duals
celving care under HCBS waiver

lan switching

Mid-year changes allowed if formulary
change adversely impacts beneficiaries

— Allows change for up to 90-day period
following notification of LIS status change

i

art D.and Part=B

't B/ Part D Coordinaion

r 600 meds can be paid either way,
pending upon diagnosis, etc.

MA requires Part D to pay only after Part
or B pays first

) Loglstlcal/operatlonal challenges

® 2008 Change: vaccine coverage and
administration
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Medication Therapy ; Medication Therapy
anagement (MTM) anagement (MTM)

By symptom in an elderly lans slow to respond
?{.ﬁgﬁgg‘gﬁ&? ZZ’;Isl’de’ ed hich professionals will seize
“proved otherwise.” he opportunity?
: = ®Market-based approach
Guryis 3 Honane 4, Morape S vors . plyharmacy, I Morie

uallthare in the Nursing
Home. St. Louis, MO: Mosby-Year Book; 1997:13-2!

LD Implicationss=

ransition Brings

,, : i uti Prlcmg

.ter choices, more plans A

l Eligible / LIS disruption Igatlng the Changes
e-assignment (400K)

Choosers (100K)

gress - minor Part D reform in 2008

~ e CMS - reform implemented prior to 2009
bidding

Outline onte>”<'t‘bf Pharmaceutical Pricing

Changes =

ing out the acronyms
e demise of AWP
SP and Medicare Part B grfmacies / Physicians
“The “new” AMP

Adequate payment for product and services
s Implications of changing landscape » Manufacturers

—Access to markets and clarity on reporting requirements
e Consumers

— Lowest cost and access
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———

Pricing-Acronyms™

P = = qc Sales Price : :
P = Averagge Manufacturer Price he Dem |Se Of AWP

= Federal Upper Limit
MAC = Maximum Allowable Cost
s WAC = Wholesale Acquisition Price
* EAC = Estimated Acquisition Price

T

-

BP. = Average Wholesale#Prices .. Changes with AWP
iefinition: Published (blue book, red ~
) suggested olesale price.
_d for: Pharmacies use as cost
IS for pricing prescriptions
ernment programs:
Still widely used, but trend is toward
— eliminating this benchmark. E
— AWP no longer used for Part B meds Part B drugs

(replaced by ASP) and may no longer be ° irai i
used for FUL (replaced by new AMP) B LIl =source drugs

o

; B;nlz (FDB) Medi-Span Settlement...

€ga Action # 1 - Ol DB"announced it would

claims that it fraudulently inflated

se of New England Carpenters Health

- = i “—Benefits Fund v. First DataBank Inc., D.
= First DataBank - MediSpan e

Settlement » Settlement preliminary approval by judge in
May 2007

® Proposed settlement rejected by judge in
**Januarv 2008
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FDB Settlement .

ffs are employee welfare benefit plans
associations
e FDB and McKesson engaged in a
me to fraudulently inflate AWP

_FDB Settlement _

e UPDATE: Court rejected settlement. Back to the
drawing board, new settlement should not
adversely |mpact pharmacies

———

ation Against Manufacturers ..

TAP's $875 m|II|on settlement with DOJ and States

that manufacturers reported artificially high
resulting in inflated reimbursements by payors.

) related class action suits pending in AZ and NJ
rts.

o QOther actions by state attorneys general are pending

e All federal class actions combined in MDL 1456 before

Judge Saris in D. Mass.

4“
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Jlesalers but typlcaIIy set AWP by
plying markup to the drug’s WAC

Cis a price established by
nufacturers to offer the product to
olesalers and specialty distributors.

® FDB and McKesson allegedly conspired to

raise the WAC-to-AWP markup for all drugs
to a uniform 25%

38

egal Action # 2

Litigation Against
Manufacturers

Federal Court Ruling

PIough were found guilty
inflating the published price
g at a steep discount to prescribers
ncouraging doctors to claim full reimbursement
from Medicare and pension funds
® Judge Saris’ June 2007 ruling based on use of
AWP on Part B drugs.

Senior Care ‘08
Florida Chapter, ASCP
April 11-12, 2008 7



Policy Updates: Medicare Part D and Pharmaceutical Pricing
Brad Kile, PhD

ations of Legal Actions”

ement

ds” always under 30% are not sufficiently ure publications of AWF
ous” to impose liability ‘tand private payors that use AWP will need to find a
titute pricing benchmark

anufacturers with contracts based on AWP will need to

Federal Court Ruling

ity likely whenever spreads are routinely over
100%.

o With “mega-spreads,” no need to show “proactive
spread marketing or increase in the published AWP.”

® “Price manipulation” alone can constitute sufficient
basis for liability

43

¢ Litigation Against Manufacturers
— Navigating “30% speed limit” and “mega-spreads”
— Safe Harbor?

T

==

ASP for Part B Drugs

> Was the benchmark prior to 2005

] sss and Medicaid Fraud Unit Taskforces
overed abuses with AWP benchmark

~Medicare Modernization Act of 2003
= - ASP becomes new benchmark
- Competitive Acquisition Program (CAP) for
Part B drugs and biologicals

———

AP -=.Average Sales.Rsice

aced AWP in 2005)
pase! y, not special packaging,
identifiers.

nment programs:
B is ASP +6%
‘ASP updated quarterly
ASP compared to widely available market prices
EWAMP) by Office of Inspector General. WAMP may
I oe “?edropte on a drug-specific basis if found to be

ASP — Current Status

sicians choose from:
'enrollment, frees them from buy and bill
le vendor is BioScrip, paid at ASP+4.1%
plication: Gov't and beneficiaries “save” on every drug

pensed under CAP
tential Changes
— Mandatory physician enrollment
— Change to ASP calculation and/or multiplier
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=-Average Manufacturer Price

» 14

Wition: Average price Vaid to the
act on Medicaid and Beyond ‘ET

urer by wholesalers for drugs
ted to the retail class of trade, after
g prompt pay discounts

“={ised for: calculation of manufacture
rebates owed to state for drugs dispensed to

Medicaid recipients (share of rebate passed
on to Federal government).

- Government programs:
— Since 1990, used for Medicaid rebate

and Manufacturer Rebates

nufacturers pay a rebate to State

aid Programs for each of their covered
tient drugs.

tes can negotiate supplemental rebates

AMP as Benchmark
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KMP as Benchmark

,_s were to begin using AMP to set
nbursement for Medicaid multi-source
s (replaces AWP)

$=Court intervention stopped policy
¢ Extended legal battle expected

Pr‘ﬁ-ir‘maceutical Pricing Trends

i

DAD TREND - Benchmark established in statute
Onitored by government
‘.'7 going away... WAC may also phase out

working in Part B reimbursement

\MP pricing
— uniform reporting, public disclosure
— commercial market implications

* Push for generics

¢ Untangling product reimbursement from payment
for pharmaceutical care services (medication therapy
management)
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KMP as Benchmark

v Pharmacies

ialculation of AMP

Public disclosure or AMPs via
government website

Questions?

(4

Jefinition of “multi-source drugs’
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