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Stats: National Health Expenditures in 2019

US health care
spending increased
4.6%

Retail prescription
drug spending
growth was 5.7%,

iggggagiiﬁ%o’;o increased 4.6%

Households’ out-of-
pocket health care
expenditures
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Figure 4: Cumulative Change in Spending per Person, Utilization, and Average Price by Service Category
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@ Note: Utilization and average prices account for changes in the type or intensity of services used, with the exception of
prescription drugs. Prescription drug spending is the amount paid on the pharmacy claim, which reflects discounts from the EMPLOYERS’
HCCI wholesale price, but not manufacturer rebates. FORUM

OF INDIANA

Source: https://healthcostinstitute.org/images/pdfs/HCCI 2018 Health Care Cost and Utilization Report.pdf



https://healthcostinstitute.org/images/pdfs/HCCI_2018_Health_Care_Cost_and_Utilization_Report.pdf

How Drug Distribution Works

A complex supply chain determines how prescription drugs are paid for in the U.S.

Wholesaler or drugmaker Pharmacy dispenses Individuals pay premiums to

negotiates price with to consumer and their health insurer or

pharmacy collects copay employer

r
Wholesaler Pharmacy Consumers
Drugmaker sells to
wholesaler at small Ph ]
discount to list price The PBM negotiates with the b ar?.‘:w Health insurer
pharmacy over reimbursement el or employer
: ; manager
for drugs and dispensing fees
:"“';-ﬁ_ PBM negotiates to receive rebates Insurer or employer pays PBM to manage drug costs,
Sl from drugmaker and the PBM passes back some or all of the rebates to
Drugmaker the health insurer or employer

Sources: Avalere Health THE WALL STREET JOURNAL.
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Prescription Drug Coupons: Traditional Model

Exhibit 1: Flow of drug coupons in patient out-of-pocket spending

9 Patient gives $300 coupon and

$310 cash at the pharmacy
o Patient downloads

coupon ..'_...)

nt PATIEHT
. ﬁ $ o Plan records $610 in patient
. e out-of-pocket spending
MANUFACTURER : PBM/PLAN
SR .
Example: Patient is responsible o

paid $610 (actually paid $310)

for cost-sharing of $610, based .
1 P R Y ®"sgpgans® .
b sl gy gan HARMAL Phamacy reports to plan that patient

DRUG COUPON STUDY 7- HEALTH POLICY COMMISSION
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Source: https://www.mass.gov/doc/prescription-drug-coupon-study/download
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One of Many Rx Problems: Medication Non-Adherence

9% of all new prescription starts were abandoned
at retail pharmacies in 2019,

The average abandonment rate of diabetes,
anticoagulants, and oral cancer medications 18%
of all new therapy starts.
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Source: https://www.igvia.com/insights/the-iqvia-institute/reports/medicine-spending-and-affordability-in-the-us
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Rx Non-Adherence Correlates with Price

14-day Abandonment Share of New-of-Product Prescriptions by Final
Out-of-Pocket Cost in 2019, All Payers, All Products

80%

70%

60%
60% 56%

=) 45%

40% 3504

30% 26%

19%
20% 14% 17%

9% 9%
10% 5% 6%

s s ’ , - % N
S

Source: IQVIA LAAD Sample Claims Data, Dec 20199

Notes: New to product prescriptions are those where patients have not had a prescription for the specific brand or generic drug within the prior year. Pharmacies
in the sample provide information on prescriptions which were prepared for dispensing and whether they were dispensed, with abandonment defined as the
prescription in question not being dispensed to the patient within 14 days of the initial fill.

Report: Medicine Spending and Affordability in the United States. IQVIA Institute for Human Data Science, August 2020 EMPLOYERS’

FORUM
Source: https://www.igvia.com/insights/the-igvia-institute/reports/medicine-spending-and-affordability-in-the-us / g 7Ll e L



https://www.iqvia.com/insights/the-iqvia-institute/reports/medicine-spending-and-affordability-in-the-us

Rx Discount Cards: An Opportunity to Maximize

= Pharmacy network discount cards are
offered by vendors such as GoodRx,
Blink Health, and ScriptSave.

= Discount cards typically cannot be used
together with insurance, but serve as an GOOd
additional option for patients.

= Some PBMs have figured out how to
incorporate these discount cards

Image: https://images.app.goo.gl/mY1YMahj2sYCSrwl7 EM RS’
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Source: https://www.pharmacytoday.org/article/S1042-0991(20)31054-9/fulltext
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Innovation: Mark Cuban Cost Plus Drug Company

About the Company

= “We will let everyone know what it costs to Average Cash
manufacture, distribute, and market our drugs to Price
pharmacies. We add a flat 15% margin to get our
wholesale prices. This makes sure we remain viable $20
and profitable. There are no hidden costs, no $225 R
middlemen, no rebates only available to insurance perables e

companies. Everybody gets the same low price for
every drug we make.” s o

First Drug = Albendazole

- To make and distribute the drug is ~ $13.00 per tablet

- add a 15% profit margin, so charge is S15 per tablet as a
wholesale price to pharmacies, clinics, hospitals, etc. https://costplusdrugs.com/

- set a manufacturer's suggested retail price at $20 per
tablet.


https://costplusdrugs.com/

Legislative Solutions

Thirty-six states have passed or are actively advancing legislation
on four areas relating to drug pricing

Exhibit 22: State Policies Expected to Impact Affordability and Prices in 2020 and Beyond
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Financial Copay Caps
Transparency 18 states enacted

17 states enacted _—

+ Limits on monthly

+ Require advance notice out-of-pocket costs
and/or justification of

price increases + Limit patient cost

obligation to retail price
if less than plan
defined-copay/coinsurance

+ Report information on
development and
manufacturing costs
and prices

* Require PBMs to disclose
manufacturer rebates

Source: IQVIA Institute, Jul 2020
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Insulin Copay Caps
10 states enacted
(11 progressing)

Limits on monthly insulin
copays with states ranging
from $25 to $100 per month

All enacted policies except
in Minnesota cover
commercial plans regulated
by states, some go beyond

Minnesota covers uninsured
and underinsured at max
$50 for 90 day supply

@2

Anti-Price
Gouging
2 states passed
(10 progressing)

* Legislation providing
jurisdiction for states to sue
manufacturers for
“unconscionable” price
increases, ones that are not
justified by the costs of
making or distributing
the drug

Exhibit notes: Gallup-West Health National Healthcare Study, Sept 16-30, 2019, N=1,099.

Source: https://www.igvia.com/insights/the-iqvia-institute/reports/medicine-spending-and-affordability-in-the-us
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Indiana PBM legislation

SB 62 - dead
SB 131 - alive
SB 143 - alive
HB 1393 - alive

Indiana General Assembly
2021 Session
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To follow these bills,
visit the Indiana
General Assembly
website:
http://iga.in.gov/



http://iga.in.gov/
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