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Unsustainable Key Trend Required Pharmacy
Trend Drivers Expertise
How 20% of Inflation & new Creative plan Rx Carve Out,
plan cost will specialty products management smart formulary
likely be 50% by to market solutions that management,
2020 meet plan channel
sponsors needs optimization,
without clinical
sacrificing patient specialization,
health aggressive drug

pricing &
contracts
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ESI—3.8%

CMX—-3.2%

Ml —-2.9%

IMS — 1400 S ialt 18%-25% Year over
iz Year Trend until 2025

Inflation &

New Rx’s 0

Introduced $597B by 2025 or 20%

GDP of Gross Domestic

Product (GDP)
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Generic Utilization 2015
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Dollars (%) Prescriptions
(%)

2010 2011 2012 2013 2014 Sept 2010 2011 2012 2013 2014 2015
2015

m Brands Generics

...In 2015 83% of prescriptions were dispensed as Generics

But...Generics account for only 17% of spending....

Source: IMS Health, National Sales Perspectives,
Sept 2015, National Prescription Audit, Dec 2015
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Generic Utilization Today
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641 Generics approved in 2016

84.3% . )
15.3% New gener.lc introductions down to. 14.8
months in 2016 from 24 months in 2015;
899 down from 50 months in 2014!
0 Lots of competition from China, India and

Korea.

Association for Accessible Medicines
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The Generic Wave has crested...
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2015 2016 2017 2018 2019
(Annual Sales)
$6.6 Billion $6.5 Billion $9.3 Billion

o J * Butrans * Adcirca * Emend

o . * Fanapt * Cialis * Exelon Patch

J J ® |vanz * Elidel * Exjade

. i * Relpax * Levitra * Fentora

. * * Reyataz * Lexiva * Gilenya

o ° * Strattera * Rapaflo ® Lyrica

o o ® Sustiva * Sensipar ®* Ranexa

. 0 600mg * Solodyn * Solodyn

o ® Treximet (addl. (addl.

. . e Viagra strengths) strengths)

. . e Viread * Viread * Symlin
300mg ® Vesicare

® Vytorin
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Drug Price Inflation
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Generic Inflation Impact

0.7%

Specialty Brand
Inflation Impact

11.1%
Total
Traditional Inflation - Hyperinflation
Impact (Trend) Impact
ciNMoney ith
sticker shock: Dru9% \:ﬂz,go%
 price hikes of up to 1;

.
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Understanding Specialty
Pharmacy
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PERFORMANCE

Traditional Medications
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Easily produced
and duplicated

Generics available

Average
Monthly Cost
$62
3-9% trend

#Exp360

Specialty Pharmacy

e Treat rare conditions
e Significant side

effects
* Require therapy
management
* Few generics or Average
biosimilars Monthly Cost
$3,000
20-35%
trend




IMS Health Definition of
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* Initiated only by a specialist » Few prescribers/ centers

* High expense: ~S600+ » Low inventory important

* Requires reimbursement » Processing of pre-approval essential and
assistance competitive skill

* Generally not oral » Requires patient training to administer

e Warrants intensive patient .
» Support to achieve adherence needed

counseling
° Require Special handling » Cold chain when needed
* Unique distribution » No need for supplying all pharmacies

through all warehouses
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Market Projection: Specialty Spend

Growth in Pharmacy
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2017 Actual 2018 Projected

B Specialty Pharmacy Benefit Traditional and Specialty Medical Benefit

Sources: Express Scripts Book of Business; Express Scripts analysis of
Thomson Reuters MarketScan® Commercial Database.
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New Specialty Drug Pipeline
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Inflammatory conditions

16.7%

Orph diti
rphan conditions Hepatitis C

Multiple sclerosis

Cancer
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Biosimilars
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A biosimilar is defined as “a biological medicinal product that
contains of an already
authorized original biological medicinal product.

A biosimilar to the referenced
medicinal product in terms of quality characteristics, biological
activity, safety and efficacy based on a comprehensive
comparability exercise.”

IMS Health, 2014
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Biosimilars
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Biosimilar Opportunities
Q:' _ | perrormance on the Horizon
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$14.1 Overall U.S. Market Opportunity
(in $ Billions)

§7.4 7.1
$6.2 >
S4.0
S0.3
2015 2016 2017 2018 2019 2020
Neulasta® Humira® Lemtrada® Remicade® Avastin® Lucentis®
Rituxan® Elitek® Xolair® Herceptin® Tysabri®
Epogen’ ReoPro’ Erbitux® Orencia® Pegasys’
Procrit’ Berinert® Actemra® Vectibix®
Neupogen® Advate® Peg-Inton®
Synagis’ Kineret®

Pulmozyme®

$39.1B in patent
expirations through 2020
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SYNERGIES® H#Exp360 e



PERFORMANCE
PHARMACY
SOLUTIONS

-

\#Ps

Strategies for Managing
Pharmacy Spend

Carve In v. Carve Out
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" 1-2% of the
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claims are
driving
>30% of
total RX
spend;
>10% trend
year over
year
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What Keeps Plan Sponsors

It is
predicted
that specialty
medications
will
represent
50% of total
spend within
1-2 years

N
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Awake at Night

Adherence ""‘“~//Drug pipeline

and controlling is full of
appropriate use specialty
of specialty medications;
drugs are the how do we
greatest forecast what
challenges, as the budget
Is the rate of impact will
discontinuation be?

of therapy




...A CFO’s Nightmare
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September New Employee Cinryze: $800,000 per Year
Hereditary angioedema +2 dependents with Hereditary angioedema
3 Patients, $2.4M Annually, 55% of Total Cost
$600,000 3,500
- 3,000
$500,000 I
[
2,500
$400,000
2,000
$300,000
1,500
$200,000
1,000
$100,000
500
$0 0
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Express cvs/
Scripts Caremark
ESI, Medco, CVS,
NPA Caremark,
Pharmacare

N
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Optum Rx

Catamaran,
Catalyst,
Innoviant,
Prescription
Solutions.
Owned by

UHC

#Exp360

Stand Alone PBMs

Prime
Therapeutics

Owned by
13 BCBS
Plans

Envision Rx,
Medimpact,
MagellanRx,
PerformRx,
WellDyneRYX,
Argus...

>




Carve-ln vs Carve-Out
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HEALTH PLAN

HEALTH PLAN PBM
Medical Pharmacy
Medical Pharmacy
Dental Vision Dental
Vision

Plan Sponsor Plan Sponsor
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A Validated Best in
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RDS vs. EGWP: A Comparison 4
| Hew the Retiree Drug Subsidy stacks up against
4 the Employer Group Walver Plan for holding down
i retiree drug costs
Retiree Drug Subsidy “B00-series” EGWP
caverage thraugh Federal govt. funded
reinsurance covering Bi% of
large claims
Dagarnineg in 2013, DS will lose  From 2011 o 3020 the Federal
its benefcial tax freatment govt. will prowide aditinnal
werage eventually filing 15%
; } . ) ) of the coverage gap in Part D
COMR
FODAY'S KEYS FOR Pubilic sector emplayers not Public sectar employers are
he tap tip allowed to include RDS subeidy  permitted to incorparate EGWP
: when calzulating theirr ‘susidy when calculating ABL
al Linbility
BY BARRY EY L. | (ALY an their fmwncial
) | statements
[— 7| unpredictabe cash flow Fredictable cost flow
by | beois  improve e s performance i el depndens, whle e e ettt el o i
for acttve employecs and Mt and achieve supertor clinicsl culcomes - o
b for employees and thear d b= —
The stralogies and Lactics utined b= | Does ot access Part 0 M requirements including
below wall help plan sponsors towand | improvements formulary enhancements and
hoth objectives. = benshciary communications
o hava haen approved by CMS
ACTIVE EMPLOYEE PHARMACY =
ey Empiayes i The EGWF plan spansar
HERERITS o i, e arge- CMS compliance & fepocting  (lypically Ihe PEM o PDP, not
Many cmplayers unwitingly kave  ment goss, for doctors 1o secunt ‘and subfact ta CMS audt i kcinE s Kb
Tevee for g makers significant smounts of = beations bemg uken by 3 CMS comgihiance & reparting
me period will bose pat tshle n the nt when some drug claims run
eratn dowmwand prissure  bencits for sty through the medics] plan and some No low-income subsidly Mecelys |nw-income subisidy
i &5 pre-Medicsre 1 payments payments
h o botiom lines Emplayer ust pass gross o actuarlal equivakence
plan spons and net actuarial equivalence  tests reguired
Unbundling — or S Abeiy

“Without any change

her cost sharing, switchi

In the EGWE + wrap wall ressh

fponsues lowering thesr
FAS

out” — the

carvi

yield savings

presents substantial

altest, these " catastrophic” costs, defined 15 those

expases an indiduil retiree gmes-

O 0 savings opportunities complex and cpagee. Ton
0 O O 0 - savings and sk munsgement ‘_ il
for plan sponsors...It wallsble through o beneft plan spcrs-n o plan yoar.
) sl o anestand i Aliordabls Care & iy high e o prosiienl o busnes
is not uncommon for a clarify all aspects of the contract while i the mintmu i Advisom, an advi
) ) - sk embodding comprehersve au.lll premssm income - Under the R, plin sponsors receve  pry A an phemmacy benefls far e
ved-out health-care  nghus wna the ity o smplement bt 1 claime and hoal. carquly [P —— cmply oos and o et e hes b henefts
plan to yield savings sppropatate chmeal programs. ™ ots - sated 1o ke o b 14,013 Vi st

sz i

‘muzimize thesr loversge when Podiam chasen, pmeadiom

canng out phammacy beneis, pl — A S
ld

of 12% to 15% in total

o leam more oot Express Scripts soluions for coving oul e phammory Denett
XSS Son s COm) o smol] PEM-Senvices@E aprss- Sepls.com.

annual pharmacy spend

g will be st lesst partially otfsct
bythe aing 0 of specsalty phar-
These new-sge drugs
frequesly cost tens to hundrods of
thousands of dollars per yoss, and they  righi the sgrevd-upen:
also spur cost inflst brand drugs m‘\h\ll,_rmzrch«r{cﬂ.hm’\
pricr Lo thelr patent expiratson. M

By optemizing rotroe helth bene.  fallowel by ¢ mprrh‘"\nc zudu_'g
fits snd pharmacy benofits for actve  snd | grogram avenig
employess, compansss e both

tsonal” pricing arrangement.
when _prescription_drags _are

CFO.com, March 14, 2013
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The Importance of
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$480,000
0 $15 @ 12% Health Plan Trend
S 5% PBM Trend
= S1.4
= :
S1.3 17% Savings
S1.2
S1.1
$1.0
2013 2014 2015 2016
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Off the shelf

Plan Design

o Complete
flexibility
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Limited
availability;
little insight

Data

e 140+ reports
available
monthly

* Quarterly and
annual reporting

e Custom ad hoc

Prescription Administration

Carve-In

Limited via
generalist

Consultative
Trend
Management

» Expert
pharmacy team

 Data drives plan
design decisions

#Exp360

Value of generalist

Administration

* Quick, expert
iIssue resolution

e Consultation

Options

Is it really
targeted?

Integrated Plan

» Connectivity
already exists

o Will build
connectivity
free of charge




Value of Plan Management
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12
8
5.2%
overall U.S. trend
4 >
5.6%
0

Unmanaged plans Managed plans Tightly managed plans

Assumes 500 employees at $75 pmpm base plan cost pmpm.

Tightly managed Plans saved $633,000 in lower costs over three years compared to unmanaged plans.
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Managing Pharmacy:
Today & Tomorrow
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8-15% Savings e Effective PBM contracting

% Savings » 80%-100% of Rebates

10-30% Savings e Evaluate the carve out potential

b Early adopter of management programs:
*Mandatory generic programs

2_10% Savings *PBMs exclusionary formularies

oStep Therapy

eExclusive Specialty Pharmacy

eCompound management program

e Exclusive Specialty Pharmacy and specialty
management programs; medical channel
management

2% Savings; w/channel

Management add| 3%+

Savings are estimates only



Basics of Pharmacy Contracting
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Do you have a contract to your pharmacy benefit?

Does your contract clearly list out the discounts/fees/rebates that are
applied and guaranteed to claims utilization?

Does your contract clearly define under what circumstances those
discounts/fees/rebate guarantees are applied to claims?

Does your contract clearly state what detailed information you will have
access to relative to claims utilization and experience?

Does your contract contain audit rights allowing you to validate that your
carrier or PBM is compliant with their financial & operational obligations
under the terms of the contract?

CORPORATE
SYNERGIES® #Exp360
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8-15% Savings e Effective PBM contracting

% Savings * 80%-100% of Rebates

10-30% Savings e Evaluate the carve out potential

e Early adopter of management programs:
eMandatory generic programs

2_10% Savings *PBMs exclusionary formularies
oStep Therapy

eExclusive Specialty Pharmacy
eCompound management program

e Exclusive Specialty Pharmacy and specialty
management programs; medical channel
management

2% Savings; w/channel
Management addl 3%+

Savings are estimates only



Rebate Value Over Time
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Value of 100% of Rebates
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Carve-In

Employees/
1,1
Members S0

Medical Admin Fee Credit:
In lieu of rebates carrier offers a discount off S9 PEPY
medical admin fees

Total Value to Client S54,000

Value of 100% of rebates S165,000

CORPORATE
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8-15% Savings e Effective PBM contracting

% Savings * 80%-100% of Rebates

10-30% Savings e Evaluate the carve out potential

e Early adopter of management programs:
eMandatory generic programs

2_10% Savings *PBMs exclusionary formularies
oStep Therapy

eExclusive Specialty Pharmacy
eCompound management program

e Exclusive Specialty Pharmacy and specialty
management programs; medical channel
management

2% Savings; w/channel
Management addl 3%+

Savings are estimates only
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250 employees and 500 Members

Understand your options &

Proposed: PBM Option 1

opportunity

Proposed: PBM Option 2

CORPORATE
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Ingredient Cost $997,640 Ingredient Cost $941,304 Ingredient Cost $932,038
Dispensing Fees 57,245 Dispensing Fees $4,561 Dispensing Fees $5,293
Member Contribution -5144,871 Member Contribution -$144,871 Member Contribution -$144,871
Administration Fees S0 Administration Fees $21,930 Administration Fees $21,930
Rebates -$62,560 Rebates -$85,921 Rebates -§131,127
Net Plan Cost $797,454

7.6% 14.3%
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8-15% Savings e Effective PBM contracting

% Savings * 80%-100% of Rebates

10-30% Savings e Evaluate the carve out potential

e Early adopter of management programs:
eMandatory generic programs

2_10% Savings *PBMs exclusionary formularies
oStep Therapy

eExclusive Specialty Pharmacy
eCompound management program

e Exclusive Specialty Pharmacy and specialty
management programs; medical channel
management

2% Savings; w/channel
Management addl 3%+

Savings are estimates only



Specialty Pharmacy Benefit Management

Spectrum of solutions
~ r~ = | PERFORMANCE
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Reduce waste and encourage adherence through formulary

strategy, days’ supply design, and member cost share
recommendations

Savings on unit cost discounts through
Exclusive Specialty program

Significant savings through programs like
Prior Authorization, Drug Quantity Management, and
Preferred Specialty Management

Savings through management of
medical-billed specialty drug spend

Full spectrum of specialty drug management
programs to reduce waste for plan sponsors

CORPORATE
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“The reasonable man adapts himself to the world:
the unreasonable one persists in trying to adapt the
world to himself. Therefore all progress depends on

the unreasonable man.”

-George Bernard Shaw
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Performance Pharmacy Solutions is a product of
HORIZON Health Ventures

Cory Easton, Principal
HORIZON Health Ventures, LLC
301.570.4540 | 301.509.2254

ceaston@horizonhealthventures.com
www.horizonhealthventures.com
Twitter: @HorizonHealthV
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