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REQUEST FOR RECONSIDERATION AFTER FINAL ACTION DENIED

 

Issue date:  December 22, 2023

Applicant’s request for reconsideration is denied.  See 37 C.F.R. §2.63(b)(3).  The trademark 
examining attorney has carefully reviewed applicant’s request and determined the request did not:  (1) 
raise a new issue, (2) resolve all the outstanding issue(s), (3) provide any new or compelling evidence 
with regard to the outstanding issue(s), or (4) present analysis and arguments that were persuasive or 
shed new light on the outstanding issue(s).  TMEP §§715.03(a)(ii)(B), 715.04(a).  
 
Accordingly, the following requirement(s) and/or refusal(s) made final in the Office action dated May 
30, 2023 are maintained and continued: 
 

Mere Descriptiveness Refusal•
Request for Information •

 
See TMEP §§715.03(a)(ii)(B), 715.04(a).  
 
In addition, the following requirement(s) and/or refusal(s) made final in that Office action are satisfied: 
 
 

Identification of Services•
 
See TMEP §§715.03(a)(ii)(B), 715.04(a).
 
 
SECTION 2(e)(1) REFUSAL - MERELY DESCRIPTIVE
 
The refusal under Trademark Act Section 2(e)(1) is maintained and continued for the reasons set forth 
below. See 15 U.S.C. §1052(e)(1); 37 C.F.R. §2.63(b).
 
Applicant has applied to register the mark MEDPAY, for use with Administering healthcare 
management programs, namely, cost management and consultation for the healthcare and prescription 
drug benefit plans of others; administering healthcare management programs, namely, cost 
management for the healthcare benefit plans of others via healthcare and prescription drug benefit 
plan utilization review programs and pharmaceutical cost management services; administering 
healthcare management programs, namely, cost management for the healthcare benefit plans of others 
via drug utilization review programs; administering healthcare management programs, namely, cost 
management for the healthcare benefit plans of others featuring prescription drug mail order and 
specialty drug programs and integrated healthcare wellness programs; Healthcare benefit 



management services in the nature of healthcare cost review, namely, monitoring and analyzing 
information regarding consumer prescription drug use and healthcare habits to identify potential cost 
savings and improvements to business administration of integrated healthcare wellness programs, in 
Class 35;Healthcare benefit management services, namely, insurance administration and insurance 
claims processing of healthcare and prescription drug benefit plans; Healthcare benefit management 
services, namely, administering a network of pharmacy providers for the purpose of insurance 
administration of healthcare benefits; Healthcare benefit management services, namely, insurance 
advisory services and insurance consultancy regarding healthcare and prescription drug benefit plans; 
Healthcare benefit management services, namely, provision of insurance information and analysis in 
the fields of healthcare and prescription drug benefits; Healthcare benefit management services, 
namely, insurance claims processing for healthcare benefits in the nature of verification and 
processing of consumer healthcare benefits and prior authorization requests, in Class 36;Providing 
temporary use of on-line non-downloadable software for database management and for the collection, 
editing, organizing, modifying, book marking, transmission, storage and sharing of data and 
information for healthcare management services, in Class 35; and Healthcare management services in 
the nature of providing information and consultation in the field of health, in Class 44.
 
A mark is merely descriptive if it describes an ingredient, quality, characteristic, function, feature, 
purpose, or use of an applicant’s goods and/or services. TMEP §1209.01(b); see, e.g., In re TriVita, 
Inc., 783 F.3d 872, 874, 114 USPQ2d 1574, 1575 (Fed. Cir. 2015) (quoting In re Oppedahl & 
Larson LLP, 373 F.3d 1171, 1173, 71 USPQ2d 1370, 1371 (Fed. Cir. 2004)); In re 
Steelbuilding.com, 415 F.3d 1293, 1297, 75 USPQ2d 1420, 1421 (Fed. Cir. 2005) (citing Estate of 
P.D. Beckwith, Inc. v. Comm’r of Patents, 252 U.S. 538, 543 (1920)).
 
Applicant argues that the mark is not descriptive of the services because it does not answer all possible 
questions about the payments, including who is paid, why they are paid, and in what manner they are 
paid.  Relatedly, applicant argues that the mark cannot be descriptive because applicant does not offer 
medical clinic services.  However, applicant's services are clearly used in making payment decisions 
and in the payment for medical costs.  The attached articles discuss the role that pharmacy benefit 
managers such as applicant play in determining how much consumers pay for their medicines, as well 
as their roll in paying for medicines.  These articles include the following:
 

The Wikipedia entry noting that a pharmacy benefit manager (PBM) is a third-party 
administrator of prescription drug programs whose responsibilities include negotiating 
discounts and rebates with drug manufacturers, and processing and paying prescription drug 
claims.

•

AMedical News Today article notes that PBMs represent health insurance providers when 
making agreements with drug manufacturers, explaining that “Drug manufacturers pay PBMs 
rebates. PBMs will also make payments to pharmacies, on behalf of the health insurance 
providers, for the drugs the insurer dispenses.”

•

A WBUR radio presentation that refers to PBMs as “The middlemen who decide what you pay 
for medications.”

•

The Sana Benefits page explains that the PBM determines the amount that the health plan will 
pay for a claim, and the pharmacy is then paid by the PBM.

•

 
The fact that the mark does not provide all of the salient information about the payment for medical 
services does not mean that it does not still describe an ingredient, quality, characteristic, function, 
feature, purpose, or use of an applicant’s services.  Furthermore, “A mark may be merely descriptive 
even if it does not describe the ‘full scope and extent’ of the applicant’s goods or services.” In re 



Oppedahl & Larson LLP, 373 F.3d 1171, 1173, 71 USPQ2d 1370, 1371 (Fed. Cir. 2004) (citing In re 
Dial-A-Mattress Operating Corp., 240 F.3d 1341, 1346, 57 USPQ2d 1807, 1812 (Fed. Cir. 2001)); 
TMEP §1209.01(b). It is enough if a mark describes only one significant function, attribute, or 
property. In re The Chamber of Commerce of the U.S., 675 F.3d 1297, 1300, 102 USPQ2d 1217, 1219 
(Fed. Cir. 2012); TMEP §1209.01(b); see In re Oppedahl & Larson LLP, 373 F.3d at 1173, 71 
USPQ2d at 1371.
 
In addition to the evidence showing that pharmacy benefit managers are involved in paying for medical 
costs, additional evidence shows that MEDPAY is a term of art in the insurance industry.  Applicant's 
identification of services is broad enough to encompass such services, and therefore, the mark is also 
descriptive.  
 
Applicant argues that any doubt regarding the mark’s descriptiveness should be resolved on applicant’s 
behalf.  E.g., In re Merrill Lynch, Pierce, Fenner & Smith, Inc., 828 F.2d 1567, 1571, 4 USPQ2d 1141, 
1144 (Fed. Cir. 1987); In re Zuma Array Ltd., 2022 USPQ2d 736, at *8 (TTAB 2022) (quoting In re 
Fallon, 2020 USPQ2d 11249, at *8 (TTAB 2020)).  However, in the present case, the evidence of 
record leaves no doubt that the mark is merely descriptive.
 
For the foregoing reasons, applicant’s arguments have been considered and found unpersuasive.  
Therefore, the refusal to register the mark under Trademark Act Section 2(e)(1) is made FINAL.   
 
REQUEST FOR INFORMATION 
 
Applicant has once again provided a very broad statement in response to the requirement for additional 
information, which does not address the specific questions posed in the Office action, nor has applicant 
presented any of the additional suggested materials to further explain the nature of applicant's services.  
Specifically
, applicant has not clarified whether the software is used in the payment of medical bills, or otherwise 
used in payment processing, or in the medical field.  Therefore, this requirement is maintained and 
continued.   
 
To permit proper examination of the application, applicant must submit additional information about 
applicant’s services. See 37 C.F.R. §2.61(b); TMEP §814. The required information should include fact 
sheets, brochures, and/or advertisements. If these materials are unavailable, applicant should submit 
similar documentation for services of the same type, explaining how its own services will differ. If the 
services feature new technology and no information regarding competing services is available, 
applicant must provide a detailed factual description of the services.
 
 
Factual information about the services must clearly indicate what the services are and how they are 
rendered, their salient features, and their prospective customers and channels of trade. Conclusory 
statements regarding the services will not satisfy this requirement for information.
 
 
If applicant submits webpage evidence to satisfy this requirement, applicant must provide (1) an image 
of the webpage, (2) the date it was accessed or printed, and (3) the complete URL address. In re ADCO 
Indus.-Techs., L.P., 2020 USPQ2d 53786, at *2 (TTAB 2020) (citing In re I-Coat Co., 126 USPQ2d 
1730, 1733 (TTAB 2018)); TMEP §710.01(b). Providing only a website address or hyperlink to the 
webpage is not sufficient to make the materials of record. In re ADCO Indus.-Techs., L.P., 2020 



USPQ2d 53786, at *2 (citing In re Olin Corp., 124 USPQ2d 1327, 1331 n.15 (TTAB 2017); In re HSB 
Solomon Assocs., LLC, 102 USPQ2d 1269, 1274 (TTAB 2012); TBMP §1208.03); TMEP §814.
 
 
Applicant has a duty to respond directly and completely to this requirement for information. See In re 
Ocean Tech., Inc., 2019 USPQ2d 450686, at *2 (TTAB 2019) (citing In re AOP LLC, 107 USPQ2d 
1644, 1651 (TTAB 2013)); TMEP §814. Failure to comply with a requirement for information is an 
independent ground for refusing registration. In re SICPA Holding SA, 2021 USPQ2d 613, at *6 
(TTAB 2021) (citing In re Cheezwhse.com, Inc., 85 USPQ2d 1917, 1919 (TTAB 2008); In re DTI 
P’ship LLP, 67 USPQ2d 1699, 1701-02 (TTAB 2003); TMEP §814). 
 
 
If applicant has already filed an appeal with the Trademark Trial and Appeal Board, the Board will 
be notified to resume the appeal.  See TMEP §715.04(a).  
 
If applicant has not filed an appeal and time remains in the response period for the final Office 
action, applicant has the remainder of that time to (1) file another request for reconsideration that 
complies with and/or overcomes any outstanding final requirement(s) and/or refusal(s), and/or (2) file a 
notice of appeal to the Board.  TMEP §715.03(a)(ii)(B).

 

/Laura Golden/
Laura Golden
Examining Attorney 
LO103--LAW OFFICE 103
(571) 272-3928
Laura.Golden@USPTO.GOV
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[ Q Search Wikipedia Search |

Pharmacybenefit management Bp 3 languages ~Article Talk Read Edit Viewhistory Tools ~ 
From Wikipedia, the free encyclopedia 

This article may rely excessively on sources too closely associated with the subject, potentially

ee preventing the article from being verifiable and neutral. Please help improveit by replacing them with more

 

appropriate citations to reliable, independent, third-party sources. (Apn! 2019) (Lear how and when to remove
this template message) 

In the United States, a pharmacy benefit manager (PBM)is a third-party administrator of prescription drug programsfor commercial health plans, self-
insured employerplans, Medicare Part D plans, the Federal Employees Health Benefits Program, and state government employee plans|"! According
to the American Pharmacists Association, "PBMs are primarily responsible for developing and maintaining the formulary, contracting with pharmacies,
negotiating discounts and rebateswith drug manufacturers, and processing and paying prescription drug claims."(*1'*! PBMs aperateinsideof integrated
healthcare systems (e.g., Kaiser Permanente or Veterans Health Administration), as part of retail pharmacies (e.g., CVS Pharmacy), and as part of
insurance companies(@.g., UnitedHealth Group).!"I41
As of 2016, PBMs managedpharmacy benefits for 266 milion Americans, In 2017, the largest PBMs had higher revenue than the largest pharmaceutical
manufacturers, indicatingtheir increasingly largerole in healthcarein the United States.Hawever, in 2016 there were fewer than 30 major PBM
companies in this category in the US,""! and three major PBMs (Express Scripts, CVS Caremark, and OptumRx of UnitedHealth Group) comprise 78% ofthe market and cover 180 million enrollees !"I5)

Business model [eit] 
In the United States, health insurance providers often hire an autside companyto handle price negotiations, insurance claims, and distribution of
prescription drugs. Providers which use such pharmacy benefit managers include commercial health plans, self-insured employer plans, Medicare Part D
plans, the Federal Employees Health Benefits Program, and state government employee plans.'"] PBMs are designed to aggregatethe collective buying
power of enrollees through their client health plans, enabling plan sponsors and individuals to obtain lowerprices fortheir prescription drugs. PBMs
negotiate price discounts from retail pharmacies, rebates from pharmaceutical manufacturers, and mail-service pharmacies which home-deliver
prescriptions without consulting face-to-face with a pharmacist !7!
Pharmacy benefit management companies can make revenue in several ways. First, they collect administrative and service fees from the original
insurance plan. They can also collect rebates from the manufacturer. Traditional PBMsdo not disclose the negotiated netpriceof the prescription drugs,
allowing them to resell drugs at a public list price (also known asasticker price) which is higher than the net price they negotiate with the manufacturer!)
This practice is known as “spread pricing’.!! Savings are generally considered trade secrets.'""! Pharmacies and insurance companies are often
prohibited by the PBM from discussing costs and reimbursements. This leads to lack of transparency. Therefore, states are often unaware of how much
moneythey lose due to spread pricing, and the extent to which drug rebates are passed on to enrollees of Medicare plans. In response, states like Ohio,
West Virginia, and Louisiana have taken action to regulate PBMswithin their Medicaid pragrams. Forinstance, they have created new contracts that
require all discounts and rebates to be reported to the states. In return, Medicaid pays PBMsa flat administrative fee {"")

 

The formulary [edit)
Mainarticle: Formulary (pharmacy)

PBMsadvise their clients on ways to “structure drug benefits” and offer complex selections at a variety of price rates from which clients choose. This
happens by constructing a “formulary”orlist of specific drugs that will be coveredbythe healthcare plan. The formulary is usually divided into several
“tiers” of preference, with low tiers being assigned a higher copay to incentivize consumers to buy drugs on a preferred tier. Drugs which do not appear
onthe formulary at all mean consumers must pay the fulllist price. To get drugslisted on the formulary, manufacturers are usually requiredto pay the
PBM a manufacturer's rebate, which lowers the netprice of the drug, while keepingthe list price the same.'7] Pharmaceutical manufacturers saythat in
order to cover the cost of these rebates, they are forced to raise the price of drugs. For example, the president of Eli Lilly and Company claims the cost of
discounts and rebates accounts for 75% of thelist price of insulin. PBMs such as Express Scripts claim rebates are a responsetorising list prices, andare not the cause of them!'*1
The complex pricing structure of the formulary can have unexpected consequences. When filing an insuranceclaim, patients usually are charged an
insurance copayment which is based on the public list price, and not the confidential netprice. Around a quarter ofthe time, the cost ofthe insurance
copaymenton thelistprice is more thanthe entire price of the drug bought directly in cash. The PBM can then pocket the difference, in a practice known    
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consumers about the possibility of buying their medication for a cheaperpricewithout an insuranceclaim, unless consumersdirectly ask about it !151
Since 2017, six states havepassedlegislation making such "gag clauses"illegal.'"®! This has recently been followed by a federal bans on gag orders!)
for private insurance effective Oct 2018,''*] and for Medicare effective Jan 2020.!°1
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Net effect on consumers [edit]
Overall, the PBM industry claims to provide significant cost savings for end users. For example, in 2015, CVS Caremark said that it reduced its plan
members’ prescription drug spending to 5%, down from 11.8% in 2014.°l However, such conclusions can be controversial. A 2013 investigation of PBM
marketing from Fortune Magazine showed: Drugpricing is difficult to untangle and customers have no way of knowing how muchthey are saving"!

History [edit]
In 1968, the first PBM was founded when Pharmaceutical Card System Inc. (PCS,laterAdvancePCS) invented the plastic benefit card.By the "1970s,
[they] serve[d] as fiscal intermediaries by adjudicating prescription drug claims by paper and then, in the 1980s, electronically” [221°

 

By the late 1980s, PBMs had become a major force "as health care and prescription costs were escalating’|"! Diversified Pharmaceutical Services was
one oftheearliest examples of a PBM which came from within a national health maintenance organization United HealthCare (now United
HealthGroup}.* 29415] After SmithKline Beecham acquired DPS in 1994, Diversified played a pivotalrole in its Healthcare Service division and by 1999
UnitedHealth Group accounted for 44% of Diversified Pharmaceutical Services's total membership !*! Express Scripts acquired Diversified in April 1999
and consolidated itself as a leading PBM for managed care organizations./25)
In August 2002, the Wall Street Joumal wrote that while PMshad "steered doctors to cheaper drugs, especially low-cost generic copies of branded
drugsfrom big pharmaceutical companies”from 1992through 2002, they had "quietly moved” into marketing expensive brand name drugs.'41
In 2007, when CVS acquired Caremark,” the function of PBMs changed "from simply processingprescription transactions to managing the pharmacy
benefit for health plans”!°2'* negotiating “drug discounts with pharmaceutical manufacturers”"7!and providing "drug utilization reviews and disease
management”.7*!*4 PBMsalsocreated a formulary to encourage or even require “health plan participants to use preferred formulary products to treat
their conditions” 71°In 2012, Express Scripts and CVS Caremark transitioned from using tiered formularies, to those that excluded drugs from their
formulary “127

 

Market and competition [eat
‘As of 2004, the Federal Trade Commission found PBMsoperated in a marketplace with "vigorous competition’ {28 And as of 2013, in the United States,
a majority of the large managedprescription drug benefit expenditures were conducted by about 60 PBMs.'**! Few PBMs are independently owned and
operated. PBM's operate inside ofintegrated healthcare systems (e.g,, Kaiser Permanente or Veterans Health Administration), as part ofretail
pharmacies, major chain drug stores (e.g., CVS Pharmacy or Rite-Aid), and as subsidiaries of managed care plans or insurance companies (2.9.,
UnitedHealth Group)!"!! However, in 2016 fewerthan 30 major PBM companies werein this category in the US.'"! and only three major PBMs (Express
Scripts, CVS Health, and OptumRx of UnitedHealth Group) comprised 78% ofthe market, covering 180 million enrollees "I!
In 2015, the three largest public PBMs were Express Scripts, CVS Health (formerly CVS Caremark) and United Health/OptumRax/Gatamaran, 2012122] As
of 2018, the three largest PEMs controlled mare than 80% of the market)

Express Scripts [edit]
In 2012 Express Seripts acquired rival Medco Health Solutions for $29.1 billion and became “a powerhouse in managing prescription drug benefits’|?)
As of 2015, Express Scripts Holding Companywasthe largest pharmacy benefit management organization in the United States," with 2013 revenuesof $104.62 billion °°)
In October 2045 Express Scripts began reviewing pharmacy programs run by AbbVie Inc and Teva Pharmaceuticals Industries Ltd regarding the
potential use oftactics that "can allow drugmakers to work around reimbursementrestrictions" from Express Scripts and other insurers. These reviews
resulted from investigations into “questionable practices” at Valeant Pharmaceuticals International Inc's partner pharmacy, Philidor Rx Services."

CVS Health |edit)
In 1994, CVS launched PharmaCare, a pharmacy benefit management companyproviding a wide range of services to employers, managed care
organizations, insurance companies,unions and governmentagencies.!°”) By 2002 CVS' specialty pharmacy ProCare, the “largestintegrated retail/mail
provider of specialty pharmacy services”in the United States, °*!'*° was consolidated with their pharmacy benefit management company,
PharmaCare.!81!9)'4 Caremark Rx was founded as a unit of Baxter International and in 1992 spunoff from Baxter as a publicly traded company. In
March 2007, CVS Corporation acquired Caremark to create CVS Caremark, later re-branded as CVS Health.!42)
In 2011 Caremark Rx wasthe nation’s second-largest PBM. Caremark Rx was subject to a class action lawsuitin Tennessee, which allegedthat
Caremark keptdiscounts from drug manufacturers instead of sharing them with memberbenefit plans, secretly negotiated rebatesfor drugs and keptthe
money, and provided plan memberswith more expensive drugs when less expensive altematives were available. CVS Caremark paid $20 million to
threestates overfraudallegations 4"!
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UnitedHealth Group [edit)
OptumRx, oneofthe Optum businesses of UnitedHealth Group Inc, has beena leading PBM.{*7!In March 2015 UnitedHealth Group acquired
Catamaran Corporation for about $12.8 billion to extend this PBM business.{*2*4)

Advocacy and lobbying [eat]
Many Pharmacy benefit managersare represented by the trade association the Pharmaceutical Care ManagementAssociation.
 

Biosimilars|edit)
Mainarticle: Biosimilars

PBMshavebeenstrong proponents In the creation of a U.S, Food and Drug Administration pathway to approve biosimilar versions of expensive
specialty drugs which treat conditionslike Alzheimer’s, rheumatoid arthritis and multiple sclerosis.'**! PBM's support so-called biosimilar legislation which
does not grant brand name drug manufacturers monopoly pricing power!®) in 2015 the Federal Trade Commission foundthat patents for biologic
products alreadyprovide enough incentivesfor innovation and that additionalperiads ofexclusivity would "not spur the creation of a new biologic drug or
indication" and “imperils’ the benefits of the approval process.(*71

Controversies andlitigation |edit)|In 1998, PEMs were underinvestigation by Assistant U.S. Attorney James Sheehan ofthe federal Justice Department, and their effectiveness in reducing
prescription costs and saving clients money was questioned.)
In 2004, tigation added tothe uncertainty about PBM practices1 in 2015, there were seven lawsuits against PBMs involving fraud, deception, orantitrust claims, (61  
State legislatures have been using “transparency,” “fiduciary,” and “disclosure” provisionsto improve the business practices of PBMs\**! In 2011, the
MississippiBoard of Pharmacy formed a new division of the Pharmacy Benefit Managers, with a mandateto license and regulate PBMs !*")
2013 Centers for Medicare & Medicaid Services study found negotiated prices at mail order pharmacy to be up to 83% higher than the negotiated
prices at community pharmacies!)
A2014 ERISA (Employee Retirement Income Security Act of 1974) hearing noted thatvertically integrated PBMs may pose conflicts of interest, and that
PBMs'health plan sponsors "face considerable obstacles in...determin{ing] compliance with PBM contracts including direct andindirect PBM
compensation contract terms”!!!
In 2017, the Los Angeles times wrote that PBMs cause an inflation in drug costs, especially within the area of diabetes drugs !°21
United States Secretary of Health and Human Services Alex Azar stated regarding PBMs, "Everybody wins when list prices rise, except for the patient,
It's rather a startling and perverse system that has evolved over time. "°°!
On January 31, 2019, Health and Human Services released a proposed rule to remove Anti-kickback Statute, safe harbor protections for PBMs and other
plan sponsors, that previously allowed PBMs to seek rebates from drug manufacturers{4
Ron Wyden sald in April 2019 that they were as “clear a middleman rip-off as you are going to find’, because they make more money when they pick a
higherpriced drug over a lower priced drug

See also edit)
# Online pharmacy
© Preferred pharmacy network
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Pharmacy benefit

manager
Designing and administering cost-effective prescription drug plans thatmeet thefinancial and health care needs of our customers and members 

The impact of pharmacy benefit
managers (PBMs) > ~
As part of CVS Health®, CVS Garemark® playsa critical role in the health care system by
negotiating low net costs for our customers while supporting safe and clinically effective —-
products for consumers. Beyond traditional PBMs, we use anintegrated model to increase _  



accessto care, deliver better health outcomes and help loweroverall health care costs.

Discover the Caremark difference > é

CVS Caremark facts at a glance (PDF) >

5 facts to know about PBMs (PDF) >

Get to know pharmacy benefit managers

~ What are PBMs

Pharmacy benefit managers, or PBMs, manageprescription drug benefits for clients ranging from health
insurers and Medicare Part D drug plans te large employers. PBMsare oneof the few parts of the prescription
drug supply chain specifically dedicated to lowering costs.

~ How Caremarkhelps lowercosts

 



People are morelikely to take their prescribed medications when they know they can afford them.
CVS Caremark® negotiates lower costs for our customers and expands coverageto affordable medications
that people need to stay healthy. We are transparent about medication costs and prioritize a high quality and
moreaffordable approachto health care.
Our approach beginswith thelatestclinical research, guidelines and best practices — and our formulary
decisions are overseen by a committee of independent, unaffiliated clinical pharmacists and physicians.
Across every therapeutic category, westrive to achieve low costs for our clients and their members. That
means managing the two funclamental forces behind drug spending:price andutilization.
As one exampleof how wehelp lower out-of-pocketjrescription costs, our members may use ourproprietary
online searchtool for savings options that work with their prescriptionplan.

Find ways CVS Caremark helps keep drug costs down >

~ Whichessential services do PBMsprovide

 
The basic services PBMs provideinclude:

e Negotiating low drug costs and rebates with pharmaceutical manufacturers
 



© Greauny ana aarmimstening retail prarinacy newwor Ks
« Helping members understand the best use of pharmacy benefits
® Developing and maintaining formularies, which arelists of covered drugs
® Providing mail pharmacy and homedelivery services
¢ Ensuring providers have the latestclinical information to prescribeclinically appropriatemedications
* Processing pharmacyclaims

Explore our mail service pharmacy >

~ Why PBMsmayprovide additional services

 
CVS Caremark goes above and beyond these basic services: We provide adherence counseling to make sure
members take medicationsas prescribed, help close gaps in care, support members with chronic and
specialty conditions, provide disease management support, and more.
Allin all, the goalof these added servicesis to help improve health outcomes, which helps lower long-term
andoverall health care costs. Almost half of our members use ourdigital tools to manage their prescriptions,
find lower-costalternatives and stay on track with their treatments.

Discover our approach to care management >



~ How PBMsaredifferent from an insurance company

Withtraditional medical health insurance, medicalbills are covered by insurance benefits for hospital, doctors
and other health care providercosts. Traditional medical health insurance also covers medications
administereddirectly by the provider in the office oratthe hospital.
The prescription drug benefit covers medicationsthat are typically pickedup at the pharmacyor delivered tothe home.

 PBMs work alongside health plans and employers to admi er prescription drug benefits, Depending on a
person's insurance, they maybeable to usetheir health insurance card whentheypick upprescriptionsat the
pharmacy, or they may have a separate cardspecifically for prescription drug coverage.
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Issue: Pharmacy Benefit Managers (PBMs)are third party companies thatfunction as intermediaries between insurance
providers and pharmaceutical manufacturers. PBMs create formularies, negotiate rebates (discounts paid by a drug
manufacturer to a PBM) with manufacturers, process claims, create pharmacy networks, review drug utilization, and
occasionally manage mail-order specialty pharmacies.

In lightof rising health carecosts, the role of PBMsare being reviewed dueto thecostof prescription drugs and the
effects on consumers. The cost of insulin and EpiPens hasbeen the focus of muchof the news coverage, with patients
being forced to ration medicine when they cannot afford copays.

Background: Wheninsurance companies began offering prescription drugsasa health plan benefit in the 1960s, PBMs
werecreated to help insurers contain drug spending. Originally, PBMs decided which drugs were offered in formularies
and administered drug claims. In the 1970s, PBMs beganto adjudicate prescription drug claims. In the 1990s,drug
manufacturers began acquiring PBMs. Concerns about conflicts of interest caused federal orders for divestmentfrom the
Federal Trade Commission, sparking a trend of mergers and acquisitions within the PBM field.

Today, there are 66 PBM companies,with the three largest — Express Scripts (an independent publicly-traded company),
CVSCaremark (the pharmacy service segmentof CVS Health and a subsidiary of the CVS drugstore chain), and OptumRx
(the pharmacyservice segmentof UnitedHealth Group Insurance) — controlling approximately 89% of the market and
serving about 270 million Americans.

PBMswork in conjunction with drug manufacturers, wholesalers, pharmacies, and health insurance providers but play no
direct role in the physical distribution of prescription drugs, only handling negotiations and payments within the supply
chain. Whena new drugis available, the manufacturer negotiates with wholesalers whothen sell and distribute drugs to
pharmacies. PBMs negotiate agreements with drug manufacturers on behalf of insurers and are paid rebates by drug
manufacturers. Pharmacy Services Administrative Organizations (PSAOs) negotiate reimbursements with PBMs on behalf
of pharmacies. PBMsthen pay pharmacies on behalf of health insurance providers for drugs dispensedto patients. PSAOs
and PBMsare both third party companies with different functions and purposes. PSAOs represent andoffer services to
independent pharmacies and PBMsrepresenthealth insurers.
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Guide to Understanding Pharmacy Benefit Manager
and Associated Stakeholder Regulation
NAIC, April 2023

Compilation of State Pharmacy Benefit Manager
Business Practice Laws
NAIC, February 2023

Prescription Drug Insurance Plans: Potential Cost
Reductions and the Pass-Through of Manufacturer
Pharmaceutical Rebates to Premiums
Journal of Insurance Regulation, 2019

Health Care and Pharmaceutical Cost Drivers and
Regional Cost Variation: Regulatory Strategies,
Options and Solutions
CIPR ResearchBrief, August 2019

Rising Health Care Costs: Drivers, Challenges and
Solutions
CIPR Study, August 2019

Medicare Part D: Use of Pharmacy Benefit Managers
and Efforts to Manage Drug Expenditures anddalitsaetes



Pharmacy Benett Managers earn pronts primarily through administrative tees charged tor their services, through spread Mneomenerss
pricing (the difference between what is paid to pharmacies and the negotiated payment from health plans), and shared US. GAO,July 2019
savings where the PBM keepspart of the rebates or discounts negotiated with drug manufacturers. Concerns with PBM
business practices focus on transparency to consumers regarding rebates and reimbursements.‘Gag clauses,provisionsin Pharmacy Benefit Managers, Rebates, and Drug
contracts between PBMsand pharmacies that preventpharmacists from telling patients when the cashprice of a drug is Prices: Conflictsof Interest in the Market for
less than the insurance copayprice, were bannedin 2018by the Patient Right to Know Drug Prices Act, 5.2554 and Prescription Drugs
the Know theLowest Price Act, $.2553 to promotetransparency toward patients. In a 2019 study, the Government Yale Law & Policy Review, March 2019
Accountability Office reported that PBMs retain less than 1 percent of rebatesin a review of Medicare Part D plans, while
passing the rest on to consumers. Medicare Part D rebates accounted for$18 billion of the $26.7billion in rebates in Increases in Reimbursementfor Brand-Name Drugs
2016. A study conducted bythe Office of Inspector General found that in Part D, rebate-adjusted unit costs increased at in Part D
almost the same rate as non-rebate-adjusted costs in a 5-yearperiod. US. OIG, June 2018

Status: The NAIC currently has two modellawsthat protect the drug benefits of consumers. The Health Carrier

Prescription Drug Benefit Management ModelAct #22 provides standardsfor the establishment, maintenance andRelatedTOPSmanagementofprescription drug formularies and other procedures used by health carriers that provide prescription drug
benefits. The Health Benefit Plan Network Access and Adequacy Model Act #74 establishes standards for thecreation Health Insurance
and maintenance of networks by health carriers to ensure the adequacy, accessibility and quality of health care services

ae Contacts
In order to address pharmaceutical cost drivers andthe increasing concern, the NAIC created the Pharmacy Benefit Media queries should be directed to the NAIC
Manager Regulatory Issues (B) Subgroup under the Health Insurance and Managed Care (B) Committee in November CommunicationsDivision at 816-783-8909 or
2018. The Subgroup was tasked with creating a new NAIC Model Law to establish a licensing or registration processfor news@naic.org.
pharmacybenefit managers.

Jolie H. Matthews
Adraft model, focusing on regulating PBMs through a standardized licensing or registration process, was adopted by the Senior Health Policy Advisor and Counsel
subgroup in 2020. However, ultimately the model was not adopted by the NAIC Phone: 202-471-3982
membership. Severalindividual states have passed Legislation regardingthe licensure of PBMs,spread pricing, rebate
transparency, and fees. Centerfor Insurance Policy and Research

In 2023, the Pharmacy Benefit Manager Regulatory Issues (B) Subgroupwill: CIPR Homepage

1. Develop a white paper to: 1) analyze and assess the role PBM, PSAOandothersupply chain entities, play in the
provision of prescription drug benefits; 2) describe state regulatory approaches to PBM businesspractices; and 3)
discuss challenges the states have encountered in implementing such regulations.

2. Developing a new NAIC model to establish a licensing or registration process for PBMs.

On April 16" 2023, a white paperdraft was proposed by Pharmacy Benefit Manager Regulatory Issues (B) Subgroup,
providing an overview of PBMindustry, key stakeholders, functionalissues, and state regulations.
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Pharmacy benefit managers work as third parties that go

between health insurance providers and drug manufacturers.

Pharmacy benefit managers (PBMs) help negotiate costs and payments between drug
manufacturers, pharmacies, and healthcare insurance providers. PBMs also create prescription
druglists, called formularies.

This article looks at the role of PBMs, formularies, and prescription medication costs.
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PBMsare companiesthat work as a third party betweenhealthcare insurance providers and
pharmaceutical companies.

PBMs help control drug costs, public access to medications, and how much payment
pharmacies receive.

Whatdo they do?
PBMsare notinvolved directly in distributing prescription medications, according to the
National Association of Insurance Commissioners. PBMsdeal with negotiations and payments
throughout the supply chain, from manufacturers to health insurance providers.

PBMs workalongside:

« drug manufacturers
« wholesalers

* pharmacies
* health insurance providers

Once anew medication becomesavailable, a drug manufacturer will negotiate with
wholesalers. The wholesalers will sell the drug and provide pharmacies with it.

PBMs represent health insurance providers when making agreements with drug manufacturers.
Drug manufacturers pay PBMs rebates. PBMs will also make payments to pharmacies, on
behalf of the health insurance providers, for the drugs the insurer dispenses.

 PBMsare responsible for negotiating costs with drug manufacturers,including discounts and
rebates.
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Formulary
PBMs also create and maintain formularies. A formulary is a list of prescription medications that
a health insurance plan will cover.

A formulary is an up-to-datelist of evidence-based medications that healthcare experts
currently recommendto treat medical conditions. The main role of a formulary is to promote
the safe and effective use of the medicationsthat are the mostaffordable.

If necessary, healthcare professionals may also access medicationsnotlisted on the formulary.

Each healthcare insurance plan will have its own formulary. Usually, they will include an online
link to the formulary alongside the plan details. People will then be able to search the formulary
to ensureit includes the prescription drug they require.

If the formulary is not available online, people can contact the insurance provider to learn what
is on the formulary.

If the formulary doesnot contain a person’s specific medication, a similar drug should be
available.

Four-tier drug benefit
Healthcare plans categorize prescription drugs into four tiers, based on out-of-pocket costs,
drug availability, and the medication’sclinical effectiveness.

Thetiers are:

© Tier 1: These are usually generic versions of brand-name drugs and have the lowest
copaymentcosts.

* Tier 2: These are usually brand-name drugs that are more affordable, with medium es HCAcopaymentcosts.
+ Tier 3: These are usually brand-name drugs that have a generic version available, with the

highest copayment costs. COMPASSIONATE
: : ¢ CARE tohelp you

* Tier 4: These are specialty drugsto treat severe health conditions. Perce celeteriia
Tier 1 and tier 2 drugs have a lower copaymentcosts because they are the preferred drugs of
choice on the formulary. Tier 3 drugs are non-preferred and tier 4 drugs are specialty drugs, so
these twotiers have higher copaymentcosts.

 
For non-Medicare members



People who are not Medicare members may beable to access tier 4 drugsonly at certain
pharmacies within their state.

People will need to check with a healthcare professional or insurance providerto find out how
mucha tier 4 drug will cost them and whereit is available.

For Medicare members

Medicare members mayalso be able to get tier 4 drugs only from certain specialty pharmacies.

In some cases,if a healthcare professional prescribes a higher-tier drug because they believe it
is necessary, people maybeable to ask for an exception in their Medicare plan. This exception
may lower the copaymentor coinsurance costs of the drug.

ADVERTISING >

Prescription drug benefit
A prescription drug benefit helps coverthe costs of prescription drugs.

For people without Medicare, specialty drugswill be listed undera higher tier, and people may
have to pay a set copayment for each prescription theyfill. This will count toward a person’s

 

total federal out-of-pocketlimit.

In some cases, insurance providers may not cover non-preferred drugs or specialty drugs
outside of specific pharmacies.

For people with Medicare, specialty drugs will count as tier 4 drugs. People will pay a
copayment whentheyfill their prescription, which will count toward their tier 4 out-of-pocket
limit.



Whatwill a person’s prescription drug cost?
The cost of a prescription drug may vary depending on whichtier the drug is in and what
healthcare insurance a person has.

People can find out how mucha prescription drug will cost them by looking at the formulary of
their insurance plan. Insurance providers can update formularies, though, so costs may change
over time.

Prescription drug costs may vary between different pharmacies. For people without healthcare
insurance, NeedyMeds provide a search toolto figure out prescription drug costs, as well as
support for covering costs.

ID cards

Some pharmacies mayrequire people to have two ID cards — one card from their healthcare
insurance plan and one from the PBM company.

Whydid a person get the generic drug
instead of the brand-name drug?
A person may get a géneric drug Instead of a brand-namedrugifit is an equivalent medication
or provides the same proven benefits. This is done to lower costs.

In most cases, generic drugs will be lowertier, or preferred, on a formulary than brand-name
drugs.

The Food and Drug Administration (EDA)? requires generic drugs to have the sameclinical
benefits, risks, dosage, and quality as the brand-name equivalent.

Whydid a person get the brand-name drug
instead of the generic drug?
If a person cannottake a generic drug for medical reasons, a doctor may write a prescription
with “dispense as written (DAW).” This means a pharmacistwill give a person the brand-name Wasthisarticle helpful?



drug rather than the generic equivalent.

A doctor canfile an FDA MedWatchform if a person needs a brand-namedruginstead of an
available generic equivalent, which means the person hasto pay only coinsurance.

Withoutthis form, a personwill have to pay coinsuranceplusthe difference in cost between
the two drugs.

Examples

The Wisconsin Department of Employee Trust Funds provides the following examples of the
potential cost differences between a brand-nameprescription and a generic prescription, with
and without an FDA form.

The cost of a 30-day supply of statins for a person who has no medical need for a brand-name
drug instead of the generic version, without an FDA MedWatch form:

Costwith insurance Costbefore insurance 
Brand-namestatin $1,250 $2,000
Generic equivalent $5 $900

If a person had a medical need for the brand-name drug and the doctorfilled out the FDA
MedWatch form, the cost for the same medication above would be $150 for the brand-name
drug with insurance and $2,000for the same drug before insurance.

Summary
A PBM worksas a third party between drug manufacturers, pharmacies, and health insurance
providers.

PBMs also create and maintain formularies, which arelists of approved prescription
medications. A formulary issplit into different tiers, depending on drug availability and costs.

People may pay morefor highertier drugs, which may be specialty drugs.If a generic version is
available of a brand-namedrug, it will be an equivalent medication butwill usually have lower
copaymentcosts.

Last medically reviewed on November 15, 2022
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What are pharmacy benefit managers?
Pharmacy benefit managers, or PBMs, are companiesthat manageprescription drug
benefits on behalfofhealth insurers, Medicare Part D drug plans, large employers, and
otherpayers. By negotiating with drug manufacturers and pharmaciesto control drug
spending, PBMshavea significant behind-the-scenes impactin determiningtotal drug
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costs forinsurers, shaping patients’ access to medications, and determining how much
pharmaciesare paid.! PBMshave faced growingscrutiny abouttheirrolein rising
prescription drug costs and spending.

What role do PBMsplay in how much we spend on
prescription drugs?
PBMsoperatein the middleofthe distributionchainforprescription drugs. That's
because they:

develop and maintainlists, or formularies, of covered medications onbehalfof health
insurers, whichinfluence which drugs individuals use and determine out-of-pocketcosts

use their purchasing power to negotiate rebates anddiscounts from drugmanufacturers

contract directly with individual pharmacies to reimburse for drugs dispensed to
beneficiaries.

Thefederal Centers for Medicare and Medicaid Services found that PBMs'ability to
negotiate larger rebates from manufacturers has helped lowerdrug prices and slow the
growthofdrug spending overthelast three years. But PBMs mayalso haveanincentive to
favorhigh-priced drugs over drugs that are morecost-effective. Because they oftenreceive
rebatesthatare calculated as a percentage of the manufacturer'slist price, PBMsreceive a
larger rebate for expensive drugs thantheydo foronesthat may provide better value at
lowercost. Asa result, people whohave a high-deductible plan or have copays based on a
drug's list price mayincurhigher out-of-pocketcosts.

What's the controversy over the rebates PBMs
receive from drug companies?
Drug manufacturers argue that the growingrebates they pay PBMsare forcing themto
raise list prices for their products. According toa recent analysis,manufacturerrebates to
PBMsincreasedfrom $39.7 billion in 2012 to $89.5billion in 2016,partially offsettinglist
price increases.* PBMscounterthat they have beenpassing alonga larger share of therebatesto insurers.

Thereisa lot of debate over whether PBMsshould beable to keep the rebates they receive
from drug manufacturers, whichgenerally aren't publicly disclosed. Some believe PBMs
should be compelledto “pass through”all ora larger portionofthese savings to health
insurers and otherpayers. If PBMs were required to do this, insurers could use the savings
to furtherreduce people's premiums and cost-sharing pavments.A recent studv found



that the share of rebates PBMspassed throughto insurers and payers increased from78
percent in 2012 to 91 percentin 2016.° But manysmall insurers and employers say they do
notreceivethis share of savings.°

Aseparate controversy involves a PBM practice knownas“spread pricing,” whereby PBMs
are reimbursed byhealth plans and employersa higherprice for generic drugs than what
the PBMsactually pay pharmaciesfor these drugs. The PBMsthen keepthedifference.
Again,a lackof transparencyallowsthis to happen: the paymentschedules PBMsgenerate
for pharmaciesare kept confidential from health plans.
 

Role of a Pharmacy Benefit Manager in Providing Services
and Flow of Fundsfor Prescription Drugs

FlowofFunds Drug Manufacturerids
Services Negotiated—_—_—_ rebate Negotiate Paymentformulary for drugplaceme nt

Share of rebates

Health Manage dugbenefits Pharma cyRene fit WholesalerPlan eee

Adminis trative { Manager Payime ntfee s, payment for for daydmg, and
dispensing fee's Contract directly

| to dispe nse drugs PharmacyPayme nt for drugand dispensing fee
  

* Includesestablishing formulary and patient adherence programsand implementing utilization management tools ~ such as prior
authorization, step therapy, andtiering-to steer patients toward certain drugs onformulary.
Data: Adaptedfrom Congressional BudgetOffice, “Prescription Drug Pricing in the Private Sector,” January 2007.
 

Whatreforms have been proposed to regulate
PBMs?



Policymakers have considered three principal reformsto regulate PBMS:

Require greater transparency aroundrebates. Federal andstate policymakerslikely
need more data onthe rebates PBMsreceive to gain a more complete understanding
of pharmaceutical spending and where reforms may be needed.

Banspreadpricing. Policymakers could banthe practice to ensure that payers and
employers are not overpaying PBMsforprescription drugs. A morelimited proposal
would mandate that PBMsupdatetheir cost schedules with pharmaciesto reflect
priceincreasesfor generic drugs.’

Require PBMsto pass through rebatesto payers orto patients. To preserve someof
their incentive to negotiate price reductions with drugmakers, PBMs could be
requiredto pass through 90 percentof their rebate savings to payers. Alternatively,
PBMscould be required to pass throughrebatesto patients. The federal government
has,in fact, proposed requiring PBMs contracted with Medicare Part D plansto pass
throughto patients at least one-third ofthe rebates andprice concessionstheyreceive.

Some experts think that PBMsalso needto reorient their business model away from
securing rebates and more toward improvingvalue in pharmaceutical spending. For
example, health plans and PBMscould do moreto supportphysiciansin prescribing the
mostcost-effective medicationsontheirpatient's formularies. And PBMs could base
formulary decisions and price negotiations ona drug's health benefits as well asits effect
onthetotal cost ofpatientcare.
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Americans pay too muchfor prescription drugs. Big Pharma has gotten mostof the
blame. But there's a middleman between you and the pharmaceutical companies.

That 'middleman’is a set of companies making hugeprofits from drug prices. They're
called pharmacy benefit managers, or PBMs.

“It's remarkable the number of ways in which the PBMsare using this market to make
money for themselves in ways that are not transparent to you or your employer or the
Americanpublic," Kevin Schulman,a professor of medicine at Stanford,says.

Today, On Point: The middlemen who decide what you pay for medications.

Guest

Erin Trish, co-director of the USC Schaeffer Center for Health Policy Economics.

Also Featured

DavidBalto, former attorney advisor to the chairmanof the FTC.

Marion Mass, urgent care pediatrician in Philadelphia and co-founder ofPracticing
Physicians of America.

Related Reading

USC Schaeffer: "Flow of Money Through the Pharmaceutical Distribution System” —
"US spendingonprescription drugs has been growingrapidly, prompting calls for
governmentinterventionto slow the upwardtrend.”

Transcript
Partl

MEGHNA CHAKRABARTI:Given the news,earlier this month might have as well been
last centurysince there's so much happeningin the world andit's hard to rememberor
keep track of what's going on.So let's dust off our memories and pull up a clip froma
show we did on December4th.It was about the staffing crisis at America's pharmacies.

WBURis a nonprofit news organization. Our coveragerelies on yourfinancial support. Ifyou
value articles like the one you're reading right now, give today.

Sara Sirota, a policy analyst at the American Economic Liberties Project, told us why
that crisis is happening, including this reason.



SARA SIROTA: And then on the other end is the way that they get reimbursed through entities
called pharmacy benefit managers that represent the insurance industry. And they too are
represented by three major companies.

Express Scripts, Caremark, and OptumRx, and they, too, hold monopoly power and are
systemically under reimbursingpharmacies, potentially even below their costs.

CHAKRABARTI: Solet me ask you one quick thing. So just to be clear, because the world
of pharmacyservices, anything related to American health care is extremely confusing.
I'ma visual learner, so I wantto be sure I understood whatyou said.

 er a donation today!

So that we've beenseeingsort of a consolidationin the end point pharmacies, right?
The corporate pharmacies, becauseas you said, they're driving the smaller independent
ones outof business. Then regarding the pharmacybenefit managers, did I hear you
right whenyousaid there's only three companies there?

There's three companies that pretty much own about 80%of the market.

CHAKRABARTI: Okay, pausing there becauseasI listen back to that cut.It wasstill
confusing. Now even thoughthat hour was about end point pharmacies, the places
where you actually go to pick up orget yourprescription drugs, these things called
pharmacybenefit managers kept coming up over and over again in that hour.

So let’s jump backinto the show. Thisis a little bit later and you're going to hear from
ShaneJerominski, practicing pharmacist.

SHANEJEROMINSKI: It's very difficult to have an independent pharmacy. Andthat's the
reason why I would say ifwe don't have wide scale PBM reform, 10 yearsfrom now, there'll be
very little independentpharmaciesleft.

CHAKRABARTI; Pharmacy benefit managers are oneof the sort of less understood parts
of the Americanhealth care system that I haven't gotten my headfully aroundyet, so
I'mthinking we need to do some explainer shows aboutthat.

CHAKRABARTI: I'm Meghna Chakrabarti, and at On Point,we like to think of ourselves
as a promise made, promise keptoutfit.

So today, whatare pharmacy benefit managers, and whydo they have such a hugeFARRER AED| RETR SRETSATED
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comeoutof the blue. CVS Caremark, one of those PBMs, recently announced some
major changes to their service in order to get aheadofincreasing scrutiny on PBM
Practices.

We'll talk about that more ina couple of minutes.But joining us today to disentangle
this web of pharmapricesis Erin Trish. She's co-director of the USC Schaeffer Centerfor
Health Policy and Economics.Erin Trish, welcome to OnPoint.

ERIN TRISH: Thankyoufor having me.

CHAKRABARTI:I'm goingto rely on youalot to help us disentangle this web.

So as I said earlier in that clip from December4th, Iamavery visual learner. And I'm
actually lookingat a chart that you wrote here about how, whattherelationshipsarelike
betweenthe different organizations that lead to you picking up a prescription drug at a
pharmacy.So can wepretendlike we've got a big whiteboardin front of us?

Right now,Erin? You and I.

TRISH: Yes indeed.

CHAKRABARTI: Andlet's help metrace the path of how a drug comes from,let's start
all the way back fromthe developmentin a pharmaceutical company andthenits
manufacturer. Where doesit go then?

TRISH:So if we're talking about one, one reason why this is complex is that there are
differentsets of boxes and arrowsthattalk about the physical product, the physical flow
of the productitself versus the financial flow.

CHAKRABARTI: So we're considering, we're all about the financial flow today, right?
Given what PBMs are.

TRISH:Indeed,yes. PBMssit in the middle ofthe financialflowofit.

CHAKRABARTI:Alright,solet's follow the money. Whathappens, what's the first place
that we should think about?

TRISH:So you're right that the kind of physical drug is manufactured by a drug
manufacturer, goes through a wholesalers and distributors to land at the pharmacy
where the patient picksit up.

And sointhatsense, that's a marketlike any other good. What gets complicated is
whenyou think about how do we determine the price of that? And the waythat the
dollars flow, and follow the money,as you say, and that’s whereit starts to get extra
complex and excessively complex in some ways.



So PBMssitin the sortof centerof several different pricing transactions. One thatyou
and your previous guestsreferred to is that they're the ones deciding how mucha
pharmacyis actually going to get paid for dispensing that drug to a patient, when the
patient picks it up. But there's two otherkey kindofpricing negotiations or decisions
thatthey'reinvolvedin.

Oneofthe othersis that they're also contracting with health insurers or employers or
Medicare Part D plans to determine how muchthey're going to charge the end insurer
when thatpatientpicks it up. So there's nothing that actually guarantees that how
muchthey're chargingtheinsureris the same as how much they're paying the
pharmacy.

CHAKRABARTI: Okay.SoErin, if I may, I am just really very determined to understand
this well enoughby the endof the year that I could write a paperonit, not like a
university paper, butat least a high school level paper. So you'll haveto forgive meif I
keep going over some questions just to be sure that we're rock solid on them.

TRISH: Ofcourse.

CHAKRABARTI:So in the somewhatlinear flow of money here,I'mactually looking at
the chart that you made, okaybackin last year, last summer. Andit says there's a green
line that goes from manufacturer to PBMs to pharmacy benefit managers. And in that
greenline that says formulary payments, market share payments, and rebates.

Whatis that?

TRISH:So this is the third kind of armof the financial negotiation that PBMsare doing.
And this is with the drug manufacturers themselves. So you mayhave heard of
somethingcalled a list price of a drug, or essentially the price that is set by the drug:
manufacturers.So in particular, this is for manufacturers of branded drugs.

Whenthey'reselling their product into the market, they're selling it at a list price. And
so whenyou go to the pharmacy, that’s the kindofprice that you would seeif you look
at the receipt. But what PBMsare doingis they're going to that manufacturer and
saying, "Look, I wanta discount.

I'mhereto negotiate a discountoffofthatlist price with you.” And in exchangeforthat,
I'mgoing to construct somethingcalled a formulary, whichis a list of drugs that are
covered by this PBM. AndI, the PBM,havetheability to puts your drug onapreferred
tier wherethepatientswill pay be encouragedto use your drug over a competing
product.

And in exchange for that, I want a bigger discount, or what's called a rebate, andit's
paidafter the fact. And sothis is oneofthe reasons whyit's so complicatedto talk



aboutdrug prices in the U.S. Because there's these list prices that you see onthe receipt,
but then the netdollars that the manufactureris receiving, or the net price from the
drug manufacturer's perspective, is something quite different.

Because there'sall of these otherafter the fact rebates and discounts.

CHAKRABARTI:Is it lower or higher?

TRISH: Sothe net price is generally lower thanthelist price, right? On average, rebates
vary quite widely acrossdifferent types of drugs. But ifyou lookat, for example, the
Medicare Part D program, whichis the programthatprovidesprescription drug
coverage for the elderly, about 50 million Americans,there, the average rebate off of the
list price is about 30%.

So PBMsarenegotiating on average about 30%discountsoffthose drugs. But like I
said, there's some drug classes where that’s upwards of a 70% or 80% discountoff the
list price, or a huge wedge betweenthelist and the net price of the drug.

CHAKRABARTI: Okay,so let's introduce a fictional drug here, and add somefictional
numbers, okay?

Say 1am drug manufacturer MeghnaTech. And mylist price for drug X we'll call it, Vita
Awesomeis $100. So I say, hey PBM, pharmacy benefit manager, here’s mylist price,
andthey say, we're going to put you ona preferred one, the customeris going to see that
$100 list price, but instead what I'mgoingto give you is $80.

Is that plausible?

TRISH: Soessentially it wouldbe,after the fact, you, as the drug manufacturerare going
to send a $20per drug check backto the PBM.

CHAKRABARTI; Oh,okay. Okay. I had that all wrong. Okay. Got it. So I'm sending the
PBM MeghnaTechis sending 20 to the pharmacy benefit manager. Okay.

Okay. Gotit. Now looking at your chart. This is going to take up the whole hour, but I
swear I'm determined to understandthis. There'sa line that goes from the PBM,there's
several, but the PBM to the pharmacyitself, so your neighborhood pharmacy, and there
it says negotiated payment. Whatis that?

Sothis is the PBM is determining when that patient goes and picks up the drug that you
manufactured at the pharmacyin their community or through some other pharmacy.
The PBMisalso negotiating orsetting a contract with that pharmacy about how much
they're going to pay the pharmacy when thepatient picks up the drug there.

CHAKRABARTI: How muchthey're going to pay the pharmacy. Okay, so back to VitaeS wR  eal RP Paseo enfoan Ana 
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so then the PBM tells the pharmacy, what?

TRISH:So the pharmacy is essentially acquiring the physical drug from typically a
wholesaleora distributor and they're acquiringthatata givenprice.

Now they separately have this contract with the PBM about how muchthe PBM is going
to pay them for that drug. And so the PBM, the amountthatit’s going to pay the
pharmacy, whenthepatient actually picks up the productthere, that's its own kind of
transactionor contract in andofitself.

 

 e consider a donation today!

Andso the manufacturer, the contract between the PBM and you, the drug
manufacturer, is completely separate frem the contract between the PBM and the
pharmacy. Andso those twodifferentpricesare notdirectly tied together.

Part II

CHAKRABARTI:Erin, let's pick up whereweleft off. You talked about how pharmacy
benefit managers do this negotiated paymentto the pharmacies themselves, who
physically have the drug, saying this is how muchwe're going to reimburse you.

Forthe sakeofourfictional example here, the drug Vita Awesome from MeghnaTech,
recalling that the originallist price is $100, but that itself could change. Generally, what
do PBMsreimburse to pharmacies? Do they reimbursethe full cost that the pharmacy
paidto get the drug?

TRISH:So that depends andcanvary quite a bit.

And oneofthe reasons whythis is so hard to understand, and whyit’s so complex, is
thatthis isn't necessarily publicly known.There’s nota lot of transparency into how
PBMsare paying pharmacies. Andsoit canvary the kind of way that they determine
that payment, whetherit's a branded drug or a generic drug,But ultimately, that’s the
result of the contract between the PBM and the pharmacyitself.

CHAKRABARTI:Okay. Understood aboutthe lack of transparency. But as you heard
from theclips from the other show that we did on December4th,we had several guests
on asserting that, who were pharmacists themselves,that the PBMs were not
reimbursing the pharmacies anywhere near what the pharmacies hadto pay.



TRISH:Soit's certainly the case that there's a lotof, I think, volatility in the way that
essentially the prices that PBMspay to pharmaciesare not necessarily aligned with the
acquisition costs of those drugs. And that’s particularly a problem for any given
transaction, pharmacycan have paid moreto get the drug than they're ultimately
reimbursed for selling or dispensing that drugto a patient.

And I think what we've seenoverthe last few yearsis that’s becomeanincreasing
problem. Andjust to add to the complexity. Because there's not just this determination
of how muchthe PBMis going to pay the pharmacy,but there's beena proliferation of
these after the fact fees that the PBM is actually elawing back from the pharmacyas
well.

So you have the volatility on, those are somethingcalled DIR or direct and indirect
remunerationfees, or sometimes they're called clawbacks from the pharmacies. And so
not only do you havethis kind of volatility or a lack of, lack of guarantee that the PBM is
going to pay the pharmacy more than whattheyacquired the drugfor, there's also these
after the fact kindof fees that they're taking back from the pharmacies.

And that’s, I think, part of what's led to a lot of the concern aboutthe viabilityof
pharmaciesin this country.

CHAKRABARTI:Okay. So potentially lower reimbursementrate to pharmacies and fees
that the PBMsare charging themas well. Okay. Let's look at the flow of moneyin the
otherdirection from,let's say, the point of view of the person picking up their
medication from the pharmacy.

Obviously, most Americansor a lot of Americanspay a copay right then and there,
right? That goesdirectly to the pharmacy. Does that copay go anywhereelse?

TRISH:So that copaytypicallysits with the pharmacyas part of the reimbursementto
the pharmacy.

CHAKRABARTI: Okay, but then,of course, there's just the monthly premium that
people pay for their prescription drug coverage.

That's obviously going to the health plan itself. Then, how does thathealthplan,its
flow of incomerelate to any financial exchanges betweenit and the pharmacybenefit
manager?

TRISH: The Pharmacy Benefit Manageris basically the entity that's paying. If we think
about how much doesthe pharmacy needs to get paid or what's the contractually
obligated amountthat the PBMis going to pay the pharmacy?

Whenthis drug gets dispensed, a portionofthat is going to be paid by the beneficiary,
and then the remainderwill be paid by the PBM. Thenseparately, the PBM hasyet



another contract with the health plansthatit's servicing to say, "When oneof your
enrollees goes andpicks upthis drug,this is how much we're going to charge you.”

And essentially, you might be confused and rightfully so, about why are wetalking
aboutthese two different things, but there's no guarantee that the amountthat the
PBMis paying the pharmacyis actually the same amountthatit's charging the health
plan for the existenceofthat transaction orbasically for that pharmacyfill.

CHAKRABARTI: Erin, myeye’s twitchinga little bit because I fear that I'mfailing in my
goal to completely makeit clear what PBMs clo. Wedid the best that we could. A little
later, I'm going to ask our producers, the chart that you madeis excellent. I'm going to
ask themto putit on our website.

... So thankyoufor trying to guide us through.Let's see if we can summarize what we
just learned. Pharmacy benefit managers, they are essentially a middleman that's
organizing the rebates that we talked about, from manufacturers, costs that
pharmacies, not that they pay for the drugs, but the amount they'll get reimbursed,
including the fees a PBM might charge.

And thenalsothere's the interesting relationship between PBMsandhealthplans. $0
would you have a way to summarizethe role of pharmacy benefit managersinthis really
complex system?

TRISH:I thinkthe sort of best way to think aboutit is that the PBMsits in the middle of
the financial flows for prescription drugsin the U.S.

There's more touch points than I think you might appreciate if you didn't have this Set
of boxes and arrowsandrealize just how complex this is, but they're essentially doing
three major functions in termsof those financial negotiations.1, is they're negotiating
or determining what the drug manufacturer, whatare any rebatesorafter the fact
discounts that the manufactureris going to give back to the PBM.

So they're essentially negotiating discountsoff thelist price of the drug with the
manufacturer. That's part one. Part twois that they're determining how much the
pharmacyis going to be paid whena patient comesandpicks up that drug at the
pharmacy. And thenpointthreeis that they're negotiating with employers or health
plans about how much those employersor health plans are going to pay.

Whentheir enrollee goes and picks up that drug,and part of that negotiation as well is
to what extent are theygoing to share some ofthoserebates that they negotiated with
the manufacturer back with the employer, or the end healthplan or anyother types of
negotiationswith that health plan, as well.

CHAKRABARTI: I'm just grimacing here. On this end ofthe radio, Erin, because I
consider myself a semi confident personthat usually is able to understand systems



pretty well, but this one still just keeps stumping mea little bit. So let me ask youthis.
We've been hearing more about PBMsor even justlike their existence over the past
couple ofyears and notpriorto that, have they always been around andjustnotreally
knownbythe public or are they a newpartofthefinancial flows in the pharmaceutical
systemin this country?

So they've actually been around for quite a while andstarted backin the '70s and '80s
really to gain traction.I think their role back thenwasreally to start thinking aboutthe
organization of pharmacy benefits.

But importantly, and they played a very important and impressive rele in helping
transition patients quickly to generic drugs, whenthose generic drugs became
available. And that was their historicalrole.

I think one of the reasons that we've heard about them more and moreover thelast few
years or the last decadeorso,is that they've played anincreasingly prominentrole in
the U.S. health care system andparticularly in the pharmaceutical system. So I think
part of this is they've gotten bigger. We have 3 representing about 80% ofthefills or the
kindofprescription drugclaimsin the U.S. today.

They've also gottenvertically integrated, so they're now often ownedby an insurance
company, they typically own pharmaciesas well. Andso their kind of presence as
entities has expandedin the U.S. health care system. But I think there's also an
increasing attention being paid finallyto the role that theyplay in ultimately the drug
prices,particularly that patients face at the pharmacy counter.

CHAKRABARTI: Okay, we're going to get to that, becausethat’s really the thing that
people care about. But the three companiesthatyou said that control 80% of the
market here CVS Caremark, Express Scripts, and the third one's -

TRISH: OptumRx,whichis partof United, yes.

CHAKRABARTI: Okay, I should know that one becausethat’s my plan. So we reached
out to the Pharmaceutical Care ManagementAssociation,the nationalassociation that
represents pharmacy benefit managers. They sent us back a statement whichread,in
part, pharmacy benefit companies welcome and support competitionin the
marketplace.

The PBM marketis extremely competitive, and employers and health plans have the
flexibility to choose the pharmacy benefit design that worksbestfor their business.
Today there are 73 full-service pharmacy benefit companies operating in the U.S., and
the number of PBMs competing for clients increased 10%in the last two years alone.

Soyes, there maybe73 full service PBMs,butthey have a whopping,basically, 70 of
themhaveto split 20%of the market between them.



TRISH:That's correct, and I think even, often those numbersare thought to be even a
little, the 80%is thoughtto be evenalittle under exaggerated in somesense, because
some of many of the smaller PBMs,will what's called rent the contracts or kind of have
separate side contracts with the big PBMsto getthe benefits of someof their either
pharmacy networksor other kind of rebate agreements.

CHAKRABARTI: Okay, we're goingto take a quick pause here becauseI've gotto say, I'm
Meghna Chakrabarti. This is On Point. Okay, Erin. We've got, we've gotten to the place
now. And thank you so muchfor holding my handthroughall this. Like I said, just we,
at this show, wereally feel it's importantto talk aboutstuff that like barely anybody
understands, but hasareally outsized impact on our lives.

And I can't think of anything bigger than how the hiddenplayers that are determining
how muchwepayfor our highly priced prescription drugs in this country.

Soif you stick with mefor another minute, wereally wanted to dig into how the PBMs
mushroomedinto these huge, complicated conglomerates. As you mentioned, only
three of them control 80% to 85% of the market.Here's a little history lesson. You're
going to meet David Balto. He advocates for more competition and transparencyin
prescription drugs, and runsa website called pbmwatch.com.

DAVID BALTO: I used to be the attorney advisor to the chairman ofthe Federal Trade
Commission and the policy director ofthe FTC. And I've spent decadestrying to police the
anti-competitive conduct ofPBMs. We looked at2 efforts by pharmaceutical manufacturers to
buy PBMs, and we saw aninherent conflict of interest that the PBMs would be able tofavor
those companies’ own drugs.

So we put a stop to thase deals as they were structured.

CHAKRABARTI: Now,the mergers he’sreferring to were Merck acquiring Medco, and
Lilly acquiring PCS Health Systems. But in 2011, whentwoofthe largest PBMs, Express
Scripts and Medco, wanted to merge into an even larger company, The Federal Trade
Commissiondid notstopit.

BALTO: Over 70 congressmenwrote to the FTC and said, “Pleasejust say no." But the FTC
approved the merger andpeople were very puzzled by that. And what reaily happened was the
FTC and the Obama administration hadfundamentally made a Faustian bargain with the
PBMs. The PBMs had come to the administration and said, "You want the largest entity
possible to negotiate with drug companies to restrain drugprices.”

So Obamacare could really succeed, and Obamacare wasin its infancy then and the
administration, the FTC bought into that argument and like any Faustian bargain, it was a
bad deal.



UCHAKKABAK 11: NOW, LO Make What Ne s saying clear, 1 Congress was not gong to alow
the government to really flex its negotiating power asthelargest purchaser of
prescription drugs in this country, PBMs argued you needagiantprivate sector
organization or company to do that instead.

Now,Baltoreally chafes at some of the things PBMsare doing now toreap bigger
profits. For example -

BALTO:For decades, PBMspreventedpharmacistsfromtelling consumers that there was a
lower cost way ofgetting their drug. Oftentimes, drugs are cheaper when you don't use your
PBMcard, you don't go throughthe PBM, but youjust buy it with cash.

But if a pharmacist told you that, the pharmacist would be terminatedfromthe network and
lose all their customers. So fundamentally, pharmacists were gaggedfromtelling consumers
what choices they had. Now, eventuaily, during the Trump administration, Congresspassed
legislation toprevent those gag’ clauses, but it’s a sign that PBMs make money by hiding
information and deceiving consumers.

CHAKRABARTI: Nowrecall, David Balto is a former memberofthe Federal Trade
Commission,and he says agencies like the FTC and FDA have not protected the
American's consumer,or patient, as those agencies are supposed to.

BALTO:Ifthe enforcementagencies were graded on how they've used the antitrust laws to
protect consumers against and anti-competitive conduct ofPBMs, they would get afailing
grade. They permitted tremendous consolidation among PBMsand have taken no
enforcement actions to stop egregious anti-competitive conduct by PBMs.

CHAKRABARTEThat was David Balto, former attorneyadvisor to the chairman of the
Federal Trade Commission. He’s now a lawyer and advocates for more competitive drug
pricing markets.

Erin Trish, tell me what your response is to what David said. Are we at a point where
PBMsare behaving like virtual monopolies?

TRISH: So I think there's a lot to unpackin those comments.I thinkit's certainly the
case, right, that the view backin the time of the Express Scripts, Medco merger.

Andif you think about whoat the FTC was really reviewingthis, it's sat inthe part of the
agency that’s really focused on the pharmaceutical industry. And fromtheir view, I think
they sawit as, we need someentity to negotiate with drug manufacturersoverthe price
of drugs, right? We do this for hospital and physician services as well, right?

We have insurers who negotiate networks of physicians or hospitals in exchange for
those hospitals or physicians accepting discounts or lower prices rather thantheir
versionoflist prices. And so the concern, though,is thatit's unclearthat,it's certainlyclear that DDMe havea affactivaly nacatistad lawar nat nricse with drier mannfantirare
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What's less clear is whether they've actually passed on thosesavingsto really benefit
consumersandpatients at the pharmacycounter.

Part Il

CHAKRABARTI: Now, we reachedout te the biggest PBMsinthis country, and we heard
back from CVS Caremark. We heard back fromPhil Blando, who's the Executive
Director for Corporate Communications at CVS Caremark. And in a statementhe sent
us, he said, quote, he said the following quote, "We're making health care more
affordable and accessible for the millions of people we serve every day.

We workto negotiate the lowest net cost for drugs,identify safe and clinically effective
productsfor patients and support the unique needsof our customers, driving better
health outcomes and loweroutof pockets costs for consumers.” He goes onto say, “If
PBMsdid not exist, they'd have te be invented, because weare the only part of the
supply chain thatdrives drug costs down, going head-to-head with manufacturers to
negotiate the lowestnet costfor our customers.

No industry does more to maketheuseofprescription drugs safer and more
affordable.” So that’s from CVS Caremark. A different view comes from Kevin Schulman,
who's a doctor and health care economist at Stanford. And he said because of PBMs,the
cost ofa vial of insulin, I shouldsay, is vastly different on either side of the U.S. Canada
border.

KEVIN SCHULMAN:At one point, about two years ago, insulin cost about $270 some odd
dollars in the United States. And about $32 in Canada for the same vialofinsulin. Detroit's
right across the bridgefrom Windsor, Ontario. One sideit's $278, the othersideit's mid
thirties.

CHAKRABARTI: Okay, so Erin, how would youdescribe or analyze the impact that PBMs
have onthatfinal paymentthat people are making when they need their medications?

TRISH: Soessentially, PBMsare you can think of themasthefirefighters of drug prices,
but they're also the arsonists,right? They have every incentive to pushthelist price of
drugs up. Because typically their compensationis tied to some portionof either the
discountor the rebate that they negotiate, or someother typeoffee.

That's tied back to the list price of the drug. And yes, it’s true. They're negotiating lower
net prices, but they're also playing this importantkind ofpart in pushing thelist price
of the drug up. So you talked about insulin.Let's take a specific examplethere.

Mycolleaguesat the Schaefer Center in a study led by Karen Van Nuys and colleagues
looked very specifically at the insulin market from 2014 to 2018. Whatthey found in
that study was that the list prices of insulin increased quite a bit over that time period.



Butthe netpricesor the revenue that manufacturers actually received wasfalling over
thattime period. And what was happeningwasthat moreof, we werebasically spending
about the same amountof money.

But moreof those dollars were going to PBMsandotherintermediaries in the supply
chain. To the extent where more thanhalf of the spending on insulinin 2018 was going
to these intermediaries rather than the drug manufacturers themselves,the share of
spending captured by PBMSincreased by about 155% over that 5 year period.

And ultimately what that meansis that more and moreofthe dollars that we're
spending on these drugs, like in this example,insulin, are going to PBMsrather than to
the drug manufacturers.

CHAKRABARTI: Okay. And then we also have, sorry, I'm just pausing because 155%is a
really large number. But thenwe also have, as you mentionedearlier, and just wantto
talk about this for another quick second,that vertical integration, right?

I've mentioned CVS Caremark, obviously there's the CVS portionofit, their actual
pharmacies, and the Caremark portion, the PBM. That's one form of vertical
integration. The PBMs themselves also offer mail order pharmaceuticals, and did I also
hear you say there’s some integration betweenhealth plans and PBMs themselves?

TRISH: Yes, so Cignais integrated. Cigna, the healthinsurer is integrated with Express
Scripts and likewise Aetnais integrated with CVS Caremark.

CHAKRABARTI: Okay. Wow. That's another showinandof itself, although I may not, I
don't knowif I'll actually get to it. This is so helpful, Erin, because again, just in the past
couple ofyears, there’s been more expression of public or public expression of
disgruntlementover the impact PBMsare havingon the financial flows in pharmain
this country.

So muchthat the pharmaceutical trade group, the major pharmaceuticaltrade group in
this country, Pharma. Now these are the Merck's andtheEliLilly's of the world.This is
their representative group in Washington called Pharma. They areactually running ads
right nowthat are really maligning PBMs themselves.

For example, here's an ad in which,this is a television ad, where a guy in a suit froma
patient's pharmacybenefit manager walks up to a woman who'sstandingat the
pharmaceutical sorry, at the pharmacy counter. Okay, so she's there. Guy in a suit walks
up, and he takes her to another pharmacy. And here's whyin the ad he says he’s doing
that.

ADVERTISEMENT: Did you know there’s a middleman making decisions aboutyour
medicines? That's me, your pharmacy benefit manager. Let me take you to a pharmacy where
Imake more money on that. Come on.



CHAKRABARTI:Erin, what does it meanto you that the pharmaceutical companies
themselves are nowsaying, "Hey, there's a problemhere with PBMs?”

TRISH:I thinka big partofthis is that pharmaceutical manufacturers have taken a lot
of the kind ofpolicyattention overthelast decadeor so about drug prices. And I think
it’s clear to those of us whohave studied the industry,that play a very importantpart in
drugprices, and they had largely beenleft out of the policy discussionfor quite some
time.

Now,that's changed recently. But I think ifyou think about whatdopatients care about,
right? They care about whatthey're spending on drugs andthe dollars that they're
facing, the cost that they face when they pick up that drug at the pharmacy counter. And
PBMs are,have playeda pretty importantrolein,as I said, the incentivesto increase the
list prices of drugs.

And there’s a particular issue that oftentimes beneficiary cost sharing,if they're in their
deductible orif they paya co-insurance, that's a percentofthelist price of the drug. Or
if they don't have insurance, right? Theprice they're payingis tied to thatlist price
rather than the net price of the drug.

So the PBM maybeeffectively negotiating some discount, but ultimately the patient is
paying more becausetheirprice that they pay outof pocketis tied te that inflatedlist
price. This is particularly problematic becauseit creates this issue where sicker patients
are the ones whothey're taking these highly rebated products, but they're paying much
moreat the out of pocket at the pharmacy counter.

And essentially, you have this world wherethesesicker patients are paying more to
subsidize the premiumsfor the healthier beneficiaries. And that’s the opposite of how
we think insurance is supposed to work.

And soI think getting back to your question about pharmaceutical manufacturers, as
they've been taking thehit for drug pricing and the consternationthat,rightfullyso,
patients experience or express from the drugprices, that they're from the out-of-pocket
prices that they pay when they go pick upthat drug.It's really the PBMs that are an
importantpart of this conversation and had beenleft outofit. In the kind of discussion
of drug pricing policy reformsfor quite sometime.

CHAKRABARTI; Okay. But I think they know that they're no longer going to be left out
of that conversation, because in a few minutes we'll talk about some changes that CVS
says it's making and also maybe someactivity in Congress.

Butthere still is this lingering question of not only just cost, butis it having an impact
onthe care upstreamat the doctor's office that people are evenreceiving? Dr. Marion
Massthinks yes. She's an urgent care pediatrician in Philadelphia and co-founder of



Practicing Physicians of America.

MARIONMASS:You,thepatient in America, have thought probably all alongthatit was your
doctor who was making the decisions as to what medication thatyou get.

CHAKRABARTI: Shesays there are two ways that pharmacy benefit managers constrain
doctors who manageyour health. Oneis called, quote, non-medical switching.

MASS:This is a scenario in which a patientis rolling along and maybethey're stable on a
drug.

So imagine you're a patient with a seizure disorder. You have epilepsy. You've achieved
stability on drug X. And then along comes the PBM and says, “Nope, I'm going to switch you.”
It's a non-medical switch because they didn't doitfor medical reasons. They switch a patient
to a drug that maybeit's not going to control the patient's seizures.

Now you putyourself in the shoes of thatpatient. Wow,it’s a lotofstress ifyou have a seizure
disorder. You've got to be afraid when you're driving or operating any kind of machinery orif
you're taking care ofyour child. You have a seizure, you might hurt yourself, butyou could
hurt someoneelse.

CHAKRABARTI:Dr. Masssays that in one Florida study, they found that 67%ofpatients
who were non-medically switched from a drug that was working eventually complained
of worseside effects on the new drug.

Whenthat happens, manypatients just stop taking those new drugs, which, of course,
worries themselves,their families, and their doctors.

Another way PBMsaffect the care you get, according to Dr. Mass,is called formulary
exclusion, which means medicines doctors want to give their patients off their list, or
these are medical medications, excuse me, that are off the list. The formularies.

MASS:So in 2016, you took those three PBMs.

There were only two oncology medications excluded. But in 2022 there was almost 100. These
three companies controlling 80% ofAmerica's prescription drug benefits, they wentfrom
excluding two cancer drug's to excluding almost 100 and someofthese are drugsfor which
thereis only oneformulation.

In other words, there's a brand name and there's nothing else.

CHAKRABARTI: For Dr. Mass, medicine practiced in America today is done so by two
kinds ofpeople. This is what she says. She calls them the scrubs andthe suits.

MASS: A scrub is someone who trainsforyears, whether as a physicianor a nurse or they're



qe ones tat are actualy seeing tne pattent aay to aay.

Andyou as a scrub are the ones that actually see thepatient, but it’s the suits that are making
the decision without any medicaltraining. Functionally, they're practicing medicine without a
license asfar as I'm concerned.

CHAKRABARTI: Sofinally, how does medicine by PBM or the suits as Dr. Masscalls
them, howdoesit affect doctors themselves?

MASS:It's really embarrassing to have gone through yourfour years ofcollege, yourfour
years of medical school, your three years of training, and then maybe anadditionalfour to
five, and then you haveto be the one to lookyourpatient in the eye and say, "I'msorry, I, the
scrub with all this training, can'tfix the problemfor you."

It's downright embarrassing.

CHAKRABARTI:That was Dr. Marion Mass, an urgentcare pediatrician in Philadelphia
and co-founderof Practicing Physicians of America. And by the way, I just have to say
that CVS Caremark,again, in the statement they sentus, they insist that they are
making decisions madespecifically in order to achieve better health outcomes and
lower out of pocket costs for their consumers, and they say, quote, again,I'll read this
quote again, "Every day we workto negotiate the lowest net cost for drugs and identify
safe and clinically effective products for patients,” end quote.

Okay, Erin, so just a couple of minutes left. We got to talk about whether,is this a
marketthatis in needof reform now?Inasense,the pharmacy benefit managers
themselves are saying, yeah, maybe they're trying to get aheadofit. Because CVS, of
course, just made this big announcementthatthey're going to make some changes,
theysay, to how pharmaceuticalsare delivered andpaidfor bypatients.

Theysay they're going to price drugs based on the amount the companyactually paid
for them,plus a defined markupand additional fee to cover pharmacistcosts of
handling and dispensing the prescriptions. What do you makeofthis change by CVS?

TRISH:So I thinkthis is one of those examples wherethedevil is in the details, and we
don't yet knowall the details, but at a high level, I think it’s indicative of the
consternation that peoplethat are participating in this marketarefeeling, right?

So you do have policy activity going onvery actively by the House of Representatives and
the Senate andalotof interest in moving forward with somefederallevel. Policy
initiatives to reform or changethetypeof behavior in the PBM market, oratleast
increase transparency and get better information on what's going on.

Butyou also are seeing private market responses, right? Where you're seeing employers,
increasingfrustrationor patients, increasing frustration andtheproliferation of sort ofaltarnative antiane Wa'ra casing inorascing nnmbare af natiante waning ta far avamnls
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the Mark Cubancost plus drug companywhere they're implementinga true cost-plus
formula, chart the prices that they charge for drugs.

You're starting to see, for example, Blue Shield of California announceda pretty
significant shake up in their relationship earlier this year. And so I do think someofthis
is respondingto the recognition that employers and health plans have a better handle
onthat. They're frustrated and that they want somethingdifferent.

Andso this is a response from PBMsto perhaps react or respond to someof those
concerns on beat fromtheirclients, essentially. Butlike I said, we don't fully know what
this lookslike as it plays out.

This programaired on December 14, 2023.
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The mysterious middlemen being blamedfor
America’s sky-high drug prices
How pharmacybenefit managers found themselves the targets of a bipartisan
push ondrug prices.
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Dylan Scott covers health carefor Vow, He has reported on health policyfor more than 10
years, writingfor Governing magazine, Talking Points Memo and STATbeforejoining
Vow in 2017.

Democrats, Republicans, and pharmaceutical companies don't always agree on everything
abouthigh prescription drug prices. But overthe past few years, they've increasingly found
common ground on ene thing: pharmacy benefit managers are part of the problem,

Pharmacy benefit managers are companies that, behind the scenes, determine what patients
have to pay for medications. They manageinsurance benefits for prescription drugs, dictating
which drugs are covered by insurers and what costs patientswill face when theyfill their
prescriptions.

To do that, they negotiate discounts, or rebates, with drug manufacturers and afford privileged
status to the companies that give them the bestdeals.

And over the past few decades, as the prescription drug market has evolved and become
morelucrative, so have PBMs. They run their own mail-order and specialty pharmacies. More
recently, they have begun merging with health insurers, creating behemoth companies with the
powerto determine where and howbillions of dollars are spent within the US health system.

Pharmacy benefit managers have become known asthe mysterious middlemenof the pharma
trade — and asa useful scapegoatfor drug companies seeking to deflect blame from their own
pricing practices,

Now the Senate,as part of forthcoming prescription drug legislation, appears poised to
impose new rules on them. The committee overseeing health care debated last week a slew of
measures requiring PBMs to be more transparent abouttheir business and cracking down on
someof their moneymaking practices. Several PBM CEOswill testify before the committee on
Wednesday,

“While the pharmaceuticalindustry blames the PBMsfor high drug prices, the PBMs blame the
pharmaceutical industry for high drug prices,” Sen. Bernie Sanders(I-VT) said to openlast
week's hearing. “Thereality is both of them are right.”
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Experts generally agree that these companiesplaya rolein driving up drug costs for some US
patients, even as they negotiate discounts with drugmakers that benefit others, and that the
amountof secrecy abouttheir financial arrangements warrants scrutiny.

But reforms to the PBM industry aren't a cure-all for making drugs more affordable: Sanders
said the PBM measuresbeing considered in the Senate would not meaningfully lower the cost
of medicine for most people, even if they would bring more accountability andtransparency to
the sector.

So reforming PBMscan't be the end of the country's debate over drugprices. Butit's an
important step. pTtO yo
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How PBMsevolved to playa critical role in US health care
If you've everhad a prescriptionfilled, you've likely dealt with a pharmacy benefit manager —
whether you realized it or not. Most people have their benefits managed by one ofthree
companies: Express Scripts, CVS Caremark, and OptumRx,which together control about 80
percent of the market.

 
The primary function of pharmacy benefit managersis exactly whatit soundslike: managing
coverage for prescription drugs on behalf of health insurers.

In the 1960s, when the precursors to modern-day PBMsfirst emerged, most people paid for
their medications out of pocket. This was in part because there were comparatively few drugs

to take — certainly not the highly specialized treatments for hypertension, high cholesterol, When is a nosejust a nose?Abrief
and otherchronic conditions that are commonplace today; while data fram 60years agois history of non-Jewsplaying
scarce, the numberof drugs being prescribed per American has grownby almost 50 Jews onscreen.
percent since just the mid-1990s.   
When Medicarewasfirst created in 1965,it was “common”for private health plans to exclude
coveragefor prescription drugs. (Medicare did not begin covering outpatient prescription



drugsuntil the mid-2000s.) But the US pharmaceutical industry soon began to develop more
advanced, costlier drugs, and employers and their health insurers realized they would need to
pick up someof the cost for those new treatments.
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As they added that coverage in the 1970s and '80s,the first PBMs formed within health
insurers, according to Taylor Christensen, a physician who has researchedtheir history and
business practices. They were made up of early coders who connected the health insurer's
formulary, the information on the drugs the plan would cover and at what costto the patient,
to pharmacies across the country. This meant that,insteadoffiling a claim with their insurer,
the patient could pay the out-of-pocket price at the pharmacy.

Vex 
Soon, the employees specializing in pharmacy benefits saw a business opportunity. Through
their work, they had a clearer look at how the costs of prescription drugs affect people's
behavior. They saw that lowering a drug’s copay, for example, led to more people taking that
medicine versus a more expensive option, which saves the insurance company money. And
rather than conduct that work for one company in-house,theyrealized they could spin their
business off and become independent.

In the 1980s and '90s, the modern standalone PBMs were founded with a simple pitch to
health insurers: We can save you moneyif you delegate your prescription drug benefits to us.
“They figured out they could do it better than eachin-houseinsurance group,” Christensen
said.

Health insurers decided that was a good deal. Then PBMs saw another business opportunity.
Already in business with insurance companies, they turned around and made a pitch to drug
companies,too: Through our formularies — which can givepriority to certain medications with
those lower copays — we candirect more customers to your medications.

But PBMs wanteda deal in exchange, and drug rebates were born.

Unlike more conventional commercial rebates,prescription drug rebates are invisible to the
 



patient. Whena patientfills their prescription, the drug company pays a pre-negotiated rebate
to the PBM, providing a discountoff thelist price. The PBM then passesall or mostof that
rebate to the health plan;in the latter case,it keeps a cutforitself.

And so the modern pharmaceutical market took shape. Drug manufacturers develop (or
acquire) medications. After FDA approval, they produce these drugs. They sell those
medicines to wholesalers, who distribute them to individual pharmacies. Health insurers
contract with PBMsto determine copays, and the PBMsnegotiate rebates with drug
companies.

All this determines whata patient pays in the pharmacy whenit’s time to pick up their meds.

Over time, the importance of PBMs grew. Breakthrough treatmentsforall kinds of serious
conditions that plague Americans came onto the market, with ever-increasing price tags. The
launch of Medicare Part D in 2006 provided prescription drug coverage to the people who use
prescription drugs the most: seniors.

According to the Congressional BudgetOffice, patients paid almost 60 percentof the cost
of their medicationsout of pocket in 1990. That share hadfallen to 15 percent by 2018.
Insurers, in turn, picked up more and more of the tab, with their share of drug costs doubling
from 26 percentin 1990 to nearly 50 percentin recentyears.

PBMs expandedtheir operations to grab a bigger share of the pie. They started operating mail-
in pharmacies, cutting out the brick-and-mortar stores, and specialty pharmacies that handle
certain high-cost medications. They also merged with one another — so muchso that Express
Scripts, CVS Caremark, and OptumRx now dominate the PBM market,

Andin recent years, PBMs, their pharmacy businessesin tow, have begun reintegrating with
the health insurers from which they were spawned. Today, CVS ownsthehealth insurer Aetna,
in addition to its own PBM businessandits own specialty pharmacy business. Cigna and
United Healthcare have purchased Express Scripts and OptumRX,respectively, and their
parent companies have their ownspecialty pharmacies. Those deals gave the insurers a better
windowinto the mysterious finances of the PBMsandlet them keepall of the rebates being
negotiated with drugmakers.

These business arrangements have createda lot of
anxiety amongpolicy experts and lawmakers — and
with good reason,

Why PBMsare underscrutiny
from lawmakers a
The trouble starts here: Nobody outside of the
PEBMs and drug manufacturersreally knowsthe size
of the rebates being negotiated.

PBMs arguethat is a necessary condition of their
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job.If everybody knew thesize of the rebates they are securing, they wouldstart to lose their
leverage andthus theirability to get a better deal for their customers. But this impenetrability
has helpedcreate the image of PBMsas a mysterious conduit in the pipeline between pharma
andpatients.

“Overtime, questions have beenraised whether PBMsare overcompensatedfor their
services,” said Stacie Dusetzina,a healthpolicy professor at Vanderbilt University. “The lack of
transparency makesit impossible to judge and makes everyone suspicious. There is a dramatic
lack of clarity on how their business model typically works.”

PBMs generally make moneyin one of two ways:Either they earn a percentage of the rebates

they negotiate with drug companies on health plans’ behalf or on a per-prescriptionfee basis Dh
paidby the insurer. But becausetheir books are lockedin a proverbial black box — evenfor a Las @ ms
publicly traded companylike Express Scripts, their contracts with drugmakers are generally

considered to be trade secrets — it can be difficult to tell from the outside how a company ye Np
makes its money. APLA
There is some evidenceof clever accounting on the part of PBMs: A 2019 Government Classics
Accountability Office report concluded that PBMs keptjust 1 percentof rebates, but Pier ty
Christensen interviewed a former PBM employee whosaid the real share is closer to 20 NyWAG
percent, Fromthe outside,it’s impossible to know whichis true, TW ics

oc“No one hasclear information about how they're getting paid, soit's hard to sayif they're
getting paid too much,” Dusetzina said.

 
The rebate structure also can create perverse economic incentives that could result in
patients paying more money for medications. Drugmakers now know that theywill have to.
negotiate rebates with PBMs, which can motivate themto sethigher list prices — prices that
are eventually borne by some consumers or, in the case of Medicare patients, by the
government.

“Whenthe starting price of a drug rises, and the PBM negotiates a rebate, the PBM appears
successful,” said Robin Feldman, a law professor at UC Hastings who studies the pharma
market. “It’s like a store that raises the price of a coat before putting it on sale.”

PBMs canalso nowusetheir contracts to funnel business away fromretail pharmacies to the
specialty pharmacies they own, creating a potential conflict of interest, and there is some
evidencethat this practice is becoming more common.

PBMs could also provide a way aroundfederal regulations that require insurers to spend a
certain percentage of their revenue on actual medical claims. As the scholars at the Brookings
Institution recently wrote,insurer payments to other entities owned by the same parent
company — such as PBMs — canstill count as medical spending underthoserules, evenif the
moneyultimately ends upstaying inside the larger business organization,

Howa bipartisan Senate deal would affect PBMs



Whenthe drug company Mylan was criticized in 2016 for the EpiPen's egregiousprice hikes,
Mylan CEO Heather Breschand other leaders in the drug industry testified before a Senate
committee and pointed the finger squarely at PBMs.

“So you get this pressure year after year that tens —gusssssssncmeenea
to escalate the price increases,” Ron Cohen, then
the chairmanof the Biotechnology Innovation
Organization, a biotech trade group,told the
committee, explaining how the rebates negotiated baibeaabissd
by PBMs drove uplist prices. Reetae
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Until that hearing, PBMs had beenfrequently
ignoredin the US health care discourse, One person
who was working at the Department of Health and
HumanServicesat the time told me the CEO's
comments were what brought PBMstotheir attention.

Inresponse, those companies have argued that focusing on their businessis a distraction from
the egregiouspricing practices perpetrated by pharmaceutical companies,

“EpiPens are expensive because Mylanraisedthe price of EpiPens," Steve Miller, chief medical
officer at Express Scripts, said in a 2016 interview. “To blameit ondistributors ... is just
ridiculous.”

Butin the view of many lawmakers andexperts, as Sanders articulatedat last week's hearing,
both sectors bear part of the blame.

The EpiPenprice scandal of 2016 was just one of many controversies (Martin Shkreli, Valeant
Pharmaceuticals, the ever-growing cost ofinsulin, the enormous openingprices of the
hepatitis-C cures) that have made drug prices one of Congress's toppriorities in recent years.
Last year, lawmakers forthefirst time authorized Medicare to negotiate prices fora limited
numberof drugs directly with drugmakers. They also placeda cap onout-of-pocket costs for
insulin for people on Medicare,

But Bresch,intentionally or not, also put PBMsonthe radar — and seven years later, Congress
is on the vergeofacting to rein in the industry. Sanders and his Republican counterpart on the
health committee,Bill Cassidy of Louisiana, recently announceda dealonlegislation that
would be thefirst significant attempt by Congress to address the PBM industry.It is expected 1 we
to clear the Senate health committee this week, Ny WL AG
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Experts and lawmakersalike caution that these provisionsareafirst step. The bill starts chiefly
with simply forcing more transparency from PBMs. They would be required to share more
information with health plans onprescriptions and discounts; they would also needto disclose hegre scl
information about, for example, any arrangements that could lead to prescriptions being —_
funneledto the mail-order or specialty pharmacies ownedby the PBM. They would be required
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the practice of “spread pricin;
drug than is paid to the pharmacy to acquire it.

 

Eventually, the plan is for these measures to be foldedinto a largerlegislative package focused
on drug pricing that Senate Majority Leader Chuck Schumerhopesto bring to the Senate
floorin the coming weeks.

Still, reforming PBMs doesn't fundamentally change a US pharmaceutical market that gives
companies carte blanche to set whatever list prices they want for new drugs. It doesn’t affect
the gamesmanship that can prevent generic drugs from coming to the market and thereby
keeping prices elevated long after theinitial patents expire. It also doesn't change the long-
running trend of health plans shifting more of the cost of medical care onto patients through
high-deductible plans and other benefit designs.

Someof thoseissues will be addressedin the legislative package the Senateis pulling
together. Butothers will be part of a later debate — one that Sanders, even as he excoriated
PBMs for their worst practices, promised would be coming.

“For anyone here whobelievesthis is going to be end of the work we do here on prescription
drugs, | have bad news for you,” Sanders saidat his committee's hearing last week.“This isn't
the end, but the beginning.”
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Pharmacy Benefit Managers And Have A Question?
Their Role In Rising Prescription wedwevitrepenitoyuwecnet
Drug Costs And Spending aiName
October 31, 2022, byNewCityinsurance

Email
Americans spend more on prescription medications than

people in any other country in the world. High prescription Phone
drug costs have created affordability issues for many patients
in the health-care system. According to a new report
published by the US Departmentof Health & Human
Services (HHS), the average prescriptionlist price increased

Message 
by nearly $150 per drug in January 2022 and $250 per drug
in July 2022

Pharmacy benefit managers (PBMs) play a direct role in the managementofprescription drug
benefits in the US. These powerful companies perform on behalf of large employers, health insurers,—————— I'm not a robot  
Medicare Part D drug plans, and other payers to better control drug spending. Learn more about  

- i ‘ Privacy=Tra Google Rating
PBMs and their role in rising prescription drug costs and spending. 5.0 *¥kewke
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Pharmacybenefit managers (PBMs) play a key role in the prescription drug market. These companies
negotiate with pharmacies and drug manufacturers to gain control over drug spending. Their



significant role in the industry directly impacts the total drug cost for insurance companies. PBMs
also help shapepatients’ access to prescription drugs and have a say in how much pharmacies are
paid.

In the United States, pharmacy benefit managers operatein the middle of the prescription drug
distribution chain. They perform a variety of tasks, such as:

* Create formulariesor lists of covered prescription drugs on behalf ofhealthinsurance
companies. This hasa direct impact on which medications patients use and the out-of-pocket
expenses that they pay for drugs.

* Use their purchasing power and experiencein the industry to negotiate discounts and rebates
directly from drug manufacturers. The savings from these discounts and rebates are often
passed onto patients.

¢ Contract with individual pharmacies to get reimbursementsfor drugs that are dispensed to
beneficiaries.

Google Rating
5.0 wim

Navigating the Objectives of a Pharmacy
Benefit Manager
PBMsgenerally work alongside corporate employers, labor
unions, health plan providers, and other organizations that
offer health-care benefits to members or employees.

The primary objective of a PBM isto facilitate a positive
health outcomefor patients by making prescription drugs
moreaccessible and affordable throughretail pharmacies
and insurance providers.

 
There are several key responsibilities of PBMs,including the following:

* Negotiate prescription drug rebates
+ Process andfile claims

* Review patient compliance
* Conduct drug usage reviews
* Provide specialty pharmaceutical services
* Overseethedistribution of prescription drugs within networks
* Maintain formularies

 



PBMshave extensive technical knowledge and possessthe interpersonal skills neededto retrieve
the best discounts and rebates on medications. They also use these skills to assess economic factors,
public health needs, and business strategies to help createfair pricing guidelines.

A Pharmacy Benefit Manager’s Powerof
Negotiation
There are manydifferent parties at play within the insurance industry, From underwriters and
reinsurers to pharmacy benefit management companies, each partyplaysa critical role in
prescription drug costs and spending.

PBMsareoften referred to as the middlemen as they are responsible for negotiating discounts and
rebates with drug manufacturers on behalf of insurance companies in exchangefor getting the
manufacturer's medications in front of patients. PBMsalso negotiate contracts with pharmacies to
develop networks of pharmacies for successful drug distribution.

PBMsare knownto exploit multiple revenue streams, such as by charging fees for operating mail-
order pharmacies, processing prescriptions, and negotiating with insurance companies, pharmacies,
and drug manufacturers. When PBMscontract with larger insurance companies, it gives them even
more powerover negotiations with pharmacies and drug manufacturers.

CommonCriticisms of the Pharmacy Benefit
ManagerRole
PBMshave long been targets of government scrutiny and
lawsuits. A PBMis a third-party negotiator, meaning they are
not required to alwaysdisclose discounts, rebates, the
percent of savings passed onto insurance companies or even
itemizedbilling statements. This has resulted in some
criticisms of PBM practices.  
Legislatures in many states are continuing to push for greater
transparency among PBMs,as well as disclosure provisions to help regulate these companies. There
is also ongoing pressure to place a fiduciary duty on PBMs which would force them to alwaysact in
the bestinterest of insurance companies and health-care plans. However, tighter regulations in the
prescription drug market could possibly impact futureprofitability,

Policymakers across the US are looking to reform pharmaceutical reimbursement beyond common
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practiceslike rebates. However, these policyholders must also consider how these changescould
impact new market competitors due to recent mergers betweeninsurers and PBMs.

How Pharmacy Benefit Managers Handle
Rebates
Prescription drug rebates have been around for decades and wereinitially paid for by nearly every
brand-name medication on the market. However, drug manufacturers began to consolidate these
rebates over time into fewer drugs. When more specialty drugs became available, PBMs were able
to define which medications wereeligible for specialty drug rebates.

Rebatesare typically paid on a per-claim basis. The amountof the rebate maybe held constant
depending on the PBM, resulting in a higher rebate yield. Most rebates are connected to more
expensive prescription drug brands, as well as specialty medications. PBMs may include or exclude
sometypesof prescription drugs from rebate guarantees when quoting rebates that are relative to
specialty drugs.

The biggest issue in how PBMshandle rebates deals with transparency. Many policymakers agree
that drug pricing should not be kept secret and that price discrimination, in which no onereally
knowswhat anyoneelseis pricing, leads to larger discounts. Regardless, transparencyis still needed
to maintain a well-operating prescription drug market.

Pharmacy Benefit Managers Control
Pharmacy Choice
There has been ongoing confusion over who really controls
drug pricing in the prescription medication sector. PBMs
claim that they work directly for insurance companies and
negotiate to get low-cost medications from drug
manufacturers. However, PBMs alsoclaim that it is the drug
manufacturers that are solely responsible for setting drug
prices,
  
a-

According to the Drug ChannelsInstitute, PBMsincrease drug costs by nearly 30 percent due to
rebates charged to drug manufacturers to remain on their formularies. In 2019, PBM rebates reached
$143 billion which adds almost 30 cents per dollar to the cost that consumerspay for their
prescription medications.

So, who really benefits from prescription drug rebates? It is not the pharmacies or even the patients.1 Alc ARR 6 DKA Anal tha’ LS ADEE  

 
Google Rating
5.0 We te te he tr



HIDLEGU, TOI UIE VUE UNE UP PONS GNU WICH CACLULIVEDS UTE UEHEHLS 1IUOL.

Passing the Savings to Employees with
Competitive Plans
PBMsare believed to be driving up the cost of prescription drugs for patients across the US. Many
employers are struggling to keep up with increasing health-care costs while continuing to provide
their employees with the best coverage possible. Working with an experienced employee benefits
consulting firm can help businesses overcomethese struggles,

New City’s innovative solution to problems surrounding PBMs is to work with a transparent
pharmacy benefit manager that charges only a smallflat fee each time that a prescription drug is
dispensedrather than face the Large inflation of cost that is commonly seen with PBMs. For more
information or to schedule a consultation with a memberof our team, contact New City Insurance,

Have Additional Questions?

Call Today: 888.210.2765 Request a Consultation
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Pharmacy benefit managers (PBMs) have becomeanentangled part of the US. healthcare system.First
established in 1968 with the adventof plastic benefit cards, PBMs becamea majorplayer in the system by in] Cf) wdthe 1980s,and have since continued to expandtheir reach and influencein the healthcare industry.

What is a PBM?
A pharmacy benefit manager, or PBM,is third-party service that managesprescription drug programs,
acting as an intermediary between drug manufacturers, pharmacies,and health plan sponsors.

How does a PBM work?
In theory, PBMsare responsible for making sure medications are available at an affordable price and that



neartncare providers nave access to tne Mgnt medications. So Now Is this accompiisneay

Negotiates prices with drug manufacturers
APBMnegotiates prices with drug manufacturers througha variety of strategies that include volume
purchase agreements, competitive bidding, and rebate programs.

Volume purchase agreementsinvolve the PBM and drug manufacturer agreeing on a set price per unit for
an entire purchaseorder. This strategy ensures the PBM gets a lower costperunit.

With competitive bidding, the PBM solicits bids from multiple drug manufacturers and then selects the
lowestbidder.

For rebate programs, the PBM and drug manufacturer agree on a4 set price, with the manufacturer providing
rebates onsalesafter a certain volumeis reached.This way, the PBM gets a better price overtime.

Utilizes formularies

A formulary is a list of approved medicationsthat a health plan will cover. PBMs develop and maintain these
lists by analyzingclinical data, evaluating drug safety and effectiveness, and negotiating with the drug
manufacturers (see above). PBMswill utilize these formularies to promote the useofclinically appropriate,
cost-effective, lower-cost generic medications.

Processes pharmacyclaims
In order to process pharmacy claims, a PBM first verifies all the information onthe claim, such asthe
patient's eligibility and the medication prescribed. Then the PBM determines the amount thatthe health
planwill pay for that claim (basedonthe health plan's formulary and reimbursementlevels). The pharmacy
is then paid by the PBM, whoturns aroundand bills the health plan for the claim,

Commonservices offered by PBMs
Aside from the administrative processeslisted above, PMBsoffer additional servicesin an effort to improve
the quality and effectiveness of healthcare for their patients.

Mail order services

Many PBMs offer mail order pharmacy servicesto their customers,allowing themto fill their prescriptions
online orby phone.This inexpensive(or free-to-use) home delivery serviceis often convenient and saves the
customerstime and money.

Disease management programs
Another commonservice provided by PBMs is a personalized program for the customerthat involves

HOy 4



closely monitoring tne patient's conartion ana meaicationsto ensure me correct dosage Is taken, ana tat
the medications are working as intended. The PBM mightalso identity and suggest alternate treatments or
therapies that would be more affordablefor the client.

The pros and cons of PBMs
HovdThere’s no doubt that pharmacy benefit managers have becomea giantinfluence in the healthcare industry,

and with this comes a growing debate over their benefits and drawbacks.

The benefits of a PBM

* Gost savings — Purportedly, the negotiations by a PBM can result in significant savings for all partiesinvolved,

* Convenience — Mail order and digital tools help patients access their medications.

* Medication management — Byflagging potential drug interactions or other issues, the PBM can help
improvepatient outcomes.

The cons of a PBM

© Lackof transparency — PBMsrarely disclosetheir pricing agreementsto the public.
* Conflict of interest — PBMsare incentivized to send patients to certain drugs and pharmacies.

* Monopolization or reduced competition — results in higher prices and feweroptions for patients

Do PBM'shelp contain prescription drug
costs?
Generally speaking, no.

Three PBMscontrolthelion's share of the market, giving them disproportionate control over the cost and
accessibility of drugs in the U.S.:

* CVS Caremark — 34% of total PBM market share, by adjusted claimsin 2021

Hoy 4* Express Scripts — 25%

* OptumRx — 21%

Unfortunately, the largest PBMs notoriously use “arcane” and “anti-competitive practices"to prevent
patients from accessing the cheapest drugs, thuslining their own pockets. Such practices include:

© Placing name-brand druas on the formulary instead of aeneries hecause they receive a laraer rehate far



higher-priced drugs

* Requiring pharmaciesto sign contracts promising the PBM their lowestprices, which discourages
pharmaciesfrom offering lower cashpricesto self-pay clients

* Keepingthe difference when a patient's prescription drugcostsless than the copaytofill it, which is
knownas a “clawback”

* Including “gag clauses”in contracts with pharmaciesthat prohibit pharmacists from telling patients they
could save moneybypaying in cash instead of using their insurance

* Charging the insurer morefor a drug than theypeid the pharmacy forit and keeping the profit, which is
knownas “spreadpricing”

* Hiding theirprofit margins

* Using formulary exclusions to force extra negotiation leverage against manufacturers, often to the
detrimentofpatients

Together,these practices lead to consumers overpaying for generic drugs — or being unable to access
generic drugs — all too often.

This is bad newsfor individual consumers, who overpay for generic drug prescriptions by as much as 20%,

Itis also bad newsfor taxpayers and the U.S.healthcare system because generics save the system money.
Accordingto the FDA, “Generic drugs have the sameactive ingredients and effects as brand-namedrugs,
but they can cost 30 percent to 80 percentless.”

PBMs' profit margins have only increased over time due to a persistent lack of oversight: Between 2017 and
2019, PBMs' grossprofit increased by 12%.In 2021, the market size for PBMs stoodat over $400billion.

Their commitmentto opacity hasalso increased, Accordingto a 2021 report by the PBM Accountability
Project:

“Between 2019 and 2021, all three of the largest PBMs formed their own rebate aggregators or group
purchasing organizations (GPOs) as consolidated contracting entities to handle rebate negotiations on
behalf of themselves and other PBMs.Industry experts believe these GPO entities, Ascent, Zinc, and Emisar
are an attemptto introduce an additional non-transparentlayer to the pharmaceutical supply chain and will
be used to extract increasing and new fees that are more difficult for customers to track and audit.”

Whatis a transparent PBM?
A transparent PBMis a pharmacy benefits managerthat doesnot engagein the opaque and predatory
practiceslisted above — clawbacks, gag clauses,spread pricing, rebate holding, etc.

Instead, transparent PBM's operate on a “pass-through”or “transparent” model, in which they pass some or
all discounts and rebates theyreceive along to the insurerin exchange for a higher(but fixed) administrative
fee. Because administrative fees, mail order fees, and data sales are transparent PBMs' only revenue
sources,they have no reasonnotto negotiate the lowest possible drug prices. This helps the health plan
andits memberspredict and contain prescription drug costs.
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Onesuch transparent PBMis Sana’s partner, SmithRx, which “is working to reduce pharmacy costsby
reimagining thetraditional PBM as a Drug Acquisition Platform built on transparent modern technology that
aligns with the needsof our customers." Throughtransparency, SmithRx helps health plans and their
memberssave up to 50%on their Rx spend.

With SmithRx and Sana, you and your employees can reap the savings. Get a quote.

Related: Transparentvs. Traditional Pharmacy Benefit
Management(PBM)

 

Pharmacy Benefit Manager FAQs

Whatisthe role of the PBM?

Is CVS a PBM?

Whoare the big three PBMs?

How do PBMs make money?

Are PBMs bad?
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Ifyou or your passengers get hurt in a car accident,it’s good to have coverage that can help payfor the unexpected
medical expenses.

Medical payments coverageis also known as MedPay.It’s an optionalcar insurance coverage type that pays for your and
your passengers’ medical bills and other types of expenses, no matter whowasat fault for the accident. Butit’s not
available in every state and you may have better options. 
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What Does MedPay Cover?

MedPay generallycovers the following types of expenses for you and your passengers, no matter whois at fault for the
car accident.

e Ambulancefees
® Dental procedures
© Doctorvisits
© Funeralfees

© Health insurance deductible and copays
© Hospital visits and stays
e Nursing services
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© Prostheses
© Rehabilitation costs

© Surgery
@ X-rays

MedPaymayalso coveryouifyou're injured:
® Ina car accident in someoneelse’s car

e Fromacar accident when you were a pedestrian

The amount of MedPaycoverageyou buyrepresents the maximum amountavailable to each person whois covered
underyour policy. For example,if you purchase $2,000 of MedPaycoverage and you and your passenger are hurt ina
car accident, you'll have up to $2,000 each in MedPaycoverage.

What’s Not Covered by MedPay?

In addition to a coveragecap, there are certain expensesnot covered,including:

© Lost wagesif you can’t work
© Medical expensesnotrelated to the caraccident
® Replacementservices for tasks you cannot perform due to injuries, such as housekeeping or child care

Where Can| Buy Medical Payments Coverage?

MedPaycoverageis widelyavailable in moststates. In the following states, MedPayis required or it mustbeoffered.
© Arkansas
®* Delaware

© Maryland
© NewHampshire
* Oregon
© South Dakota
° Texas

® Virginia
© Washington
® Wisconsin

In otherstates you maybe able to buy MedPayinsurance but there’s no requirementfor the purchaseorthatit be
offered.

Do | Need Medical Payments Coverage?
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Car ownersare required to buy medical payments coveragein two states:

® Maine:Carinsurance in Maine requires at least $2,000 per person in MedPay.
© New Hampshire: Youare not required to have car insurance in New Hampshire,but if you chooseto buyit, you

must purchaseatleast $1,000 in MedPaycoverage.

In moststates, you will have the option to purchase MedPay, but you mayhave somebetter options. For example,if you
live in a state where personalinjuryprotection (PIP) is required oravailable,it’s generallythe better option (read more
about the differences between PIP and MedPaybelow).

If PIP is notavailable in your state, you maywantto consider adding MedPayto yourcarinsurancepolicy. If you or your
passengers get hurt becauseofa car accident, it can help cover expenses that are not covered by health insurance, such.
as funeral costs and yourhealth insurance deductibles and copays.

How Much MedPay Coverage Should | Buy?

MedPayis usually sold in small amounts between $1,000 and $5,000. When deciding how much coverage you need, a
goodplaceto start is looking at the health care coverage you alreadyhavein place, including your health insurance
deductible.

 
MedPaycovers certain expenses that yourhealth insurance doesnot, such as funeral expenses and yourhealth insurance
deductible and copay.

For example,if you have a high deductible health plan, MedPaycanhelpoffset the deductible if you get hurt in a car
accident.

What’s the Difference Between Medical Payments Coverage and PersonalInjury
Protection?

MedPayandPIPare similar. While both cover medical expensesafter a collision no matter who wasatfault, a few key
differences set them apart:

© PIP covers lost wagesif you can’t work due to accident injuries, while MedPaydoesnot.
© PIP covers replacement services, such as other housekeepingor lawn care services, while MedPaycoverage doesnot.
© PIP is required in 15 states and optional in four states and the District of Columbia, but is unavailable in otherstates.

MedPayis available in moststates and required in Maine and New Hampshire (if you choose to buycar insurance).
© MedPayis sold in small amounts(usually between $1,000 and $5,000) while PIP is sold in larger amounts,

depending onyourstate.

In somestates, you may havethe option to buy both MedPayand PIP. Since PIP covers more expenses,it’s generally
considered the better option. You typically don’t need to buy both since you would be buying redundant coverage.

 
MedPayvs. PIP 



Does MedPaycover Does PIP covereg ieExpensesrelated to a car accident 
Doctor and ER visit Yes Yes

Medical expensessuch as surgery, rehabilitation and Yes Yes
medication

Lost wages No Yes

Replacementservices (such as housekeeping or childcare) No Yes

Funeral expenses Yes Yes

What’s the Difference Between Medical Payments Coverage andLiability Car
Insurance?

MedPayandliability car insurance cover very different types of problems.

© Liability car insurance covers property damageandbodilyinjuries you accidentally cause to others. For example,
if you cause a car accident andthe otherdriveris hurt, liability car insurance pays for their medical expenses (up to
your policy limit). It also covers your legal costs ifyou are sued because ofan accident.

© Medical payments coveragepays for you and yourpassengers’ medical costs and other expenses (up to your
policy limit) no matter whois at fault for the accident. It does not cover property damageoryourlegal costs.

Liability car insurance is requiredinall states except New Hampshire and Virginia. If you get caught driving without car
insurance, you could face fines, penalties and evenjail time.

MedPayis an optional coverage in moststates.It is required only in Maine and New Hampshire.

Best Car Insurance Companies 2023
With so many choices for car insurance companies, it can be hard to knowwhere to Learn More
start to find theright car insurance. e evaluated insurersto find the best car
insurance companies, so youdon't have to. 
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Medical Payments and PIP—What'’s the Difference?
Trick question. With some exceptions, they are essentially the same thing.

Medical payments, commonly referred to as "medpay’ is also known as PIP, which standsforPersonal Injury Protection. Both will be found in most automobile
insurance policies.

Medpaywill pay for your medicalbills up to a dollar value cap if you are involved in a personalinjury regardless ofliability.

PIP is somewhat more expansive, depending onthe policy definition andinsurer, but essentially pays for your medicaland othersimflarbills after an accident.

Give Me An Example
You are in a rush to pick up your daughterfrom soccerpractice at 5, yet just remembered you have a conference calll at 5:30 andstill have to get your son at his
friend’s house. You aren't paying attention.Justlike that, you've rear-endedthe vehicle in front of you at the stoplight.

The other driver claims his backs sore andthe police comeand prepare a report. You aregivenaticket forfailureto yield and a few other things. You notice
your neck is beginning to hurt and even causing your arms to tingle.

Youcall your daughterand let her know the neighborwill pick her up,call the neighborto let her know, andthen call your son andhis friend’s motherto let
them know the new arrangements.

While the other driver may have a claim against youforhis injuries and property damage(and youwill. of course, report this to your carrier as soon as possible),
youare in pain and are goingto the doctor tonightto get checked out. The doctorat the Immediate Carefacility recommends 4 weeksof physical therapy.

Since you've just started a newjob, you don't have health insurance yet. How will you pay yourbills?

The answer lies in the "med pay” provision of your ownauto insurance policy:

How Much Will My Insurance Pay?
Auto insurancein the StateofIllinois must meet certain minimum standards. The bare minimalpolicy covers up to $25,000 per person per incidentfor personal
injuries,up to $50,000perincident (meaningif there are multiple individuals injured, thatis the most available from thatinsurancepolicy), and up to $20,000
for property damage.

Notice that medical payments and PIP coverage,like Uninsured Motorist (UM) and Underinsured Motorist (UIM) coverages are not mandated.

While you are requiredto declinein writing the offer of UM/UIM coverage, which would normally mirrortheliability limits, you do not haveto be offered medical
payments or PIP coverage. That's right; somepolicies I've seen do not have anycoverage for med pay!
What Should You Do?

 Purchase yc nsurance from a broker;notonline. 

Makesure you ask aboutyour coverage. Make sure youask for the dollar amountof med pay coverageyou will have.| have seen somepolicies without any,
somecoveringonly $1,000, and mostcovering. a mere $5,000. It is rare that peoplethink this through enough to purchase insurance with significant med pay limits of
$20,000 or more. Thatiswhat you should haveif possible!

DoesIt Matter From What Company| Have Auto Insurance?

Message 
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Yes, yes, and yes!

The low end(“substandard”) carriers will always nickel and dime you.Your policy mayactually say you have $5,000 in med pay coverage. So you go to the
doctor, send in thebills, and theinsurance refusesto pay all thebills.

Why? How?
Many lower endcarriers will claim thebills were more than wasa “reasonable” charge. Others will even require you to be examined by a doctorof their choosing as part of
the policy, to seeif the bills incurred were causally related to the accident claimed.

Do not let yourself be played like this. Read yourpolicy. Talk to your broker. Make sure you understand yourrights and whatthe insurance can and cannotdo. Good
companies will simply pay the bills without question.

Medical PaymentsIs a Must
Itallows you to getbills paid (even theportions your health insurance won't pay) even when youarepartly, or completely at fault, without any questions.

It covers people in yourvehicle. Just think aboutyour foreign au pair being your passenger in the crash we discussedearlier. Good med pay coverage wouldtake care ofall
herbills without you having to worryor feelguilty.

Takeaways
« Understanding medical payments coverage/PIP coverage
« Make sure you understand whatis covered and in what amounts
+ Buy from a good company and a broker
« Abide by your responsibilities under your policy
* Keepyourpolicy limits as high as possible

Contact Chicago Personal Injury Lawyer Stephen Hoffman
Asin all cases involving injury and potential liability, immediately get medical treatment, report the crash to police and your own insurance company, and
contact a personalinjury lawyer.

If you've beenin an accident and havequestions, contact Chicagopersonal injury attorney Stephen L. Hoffman fora free consultationat (773) 944-9737.
Stephen has nearly 30years of legal experience andhas collected millionsof dollars forhis clients. He has been namedaSuperLawyer, hasa 10.0 rating on Avvo,
and is BBB A+ accredited.

Stephenhandlespersonalinjury and workers' compensation claims on a contingencyfee basis, which means you don't pay anything upfrontand heonly gets
paid if you do. Don't wait another day, contact Stephen now.
Categories: General
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How Does Medical

Payment Insurance Work? 
After being hurt in a car accident, you need help with the bills. Whetherit is your health insurance,
your auto policy, or the other driver's coverage, you need someone's insurance to step up and pay -
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When moneyis an immediate factor, Medical Payment Insurance (MedPay) or Personal Injury
Protection (PIP) is exactly what you need. These types of auto insurance policies can cover various
medical expenses following an accident, ensuring you do notincur a significant amountof debt.

If you were in an auto accident and need help covering the expenses, contact a lawyerof Staver
AccidentInjury Lawyers,P.C. at (312) 248-9536.

Whatis MedPay?
MedPayis a typeofauto insurance that pays for medical expenses associated with personalinjuries
arising from an accident.It is not the sameasautoliability insurance or health insurance. Instead,it
stepsin to pay medical costs that may not be covered by your health insurance, when you do not
have health insurance, or before you have an insurance or personal injury settlement. This type of
coveragekicks in quickly, ensuring your medicalbills are paid before you have to wait for a slow-
coming auto insurance settlementor jury award. MedPay covers medical expenses for not only you,
as the policyholder, but also passengers and family members who werein the car at the timeof the
collision. This type of coverage covers costs no matter whowasatfault for the accident and has no
deductible or co-pay.

MedPay insurance covers a numberof of medical expensesarising from a collision, including:

Health insurance deductibles and co-pays
Ambulance fees
Emergency department fees
Physician fees
The cost of a hospital stay
X-rays and scans
Surgery
Prosthetics
Dental care
Funeral expenses

Your MedPay insurance pays your medical expenses immediately up to your policy limit, drastically
reducing how muchyou payoutof pocket following an accident.

Whatis PIP?

PIP coverageis similar to MedPay.It will cover the medical costs directly related to your injuries



without any concern as to who caused the accident. However, it covers additional expenses beyond
MedPay.PIP coverage will also pay for less-directly-related expenses like rehabilitation, mental
health care, other professional services, lost wages, and even necessary child care. The exact costs
covered by your PIP insurance will depend on yourpolicy.

Is it Required?
Illinois does not require drivers to carry MedPayor PIP insurance.Illinois only requiresliability
insurance up to $25,000 for the injury or death of one person, $50,000 for the injury or death of two
or more people, and $20,000 for property damage. However, while neither of these types of
coverage are required, they can beincredibly helpful after an accident.

How Doesit Work?

If you have MedPayor PIP coverage, you should immediately call your insurer following an accident.
Your policy cannot kickin if your insurer is not notified of the collision and your injuries. You will also
need tofile a formal claim with your insurer, which can be a complicated process. You should work
with a lawyer to cut through the red tape and makesure you benefit from the coverage you've been
payingfor.

In regard to MedPayorPIP coverage, howit workswill depend on whether you are using it as your
primary or secondary insurance. For instance, if your MedPayis usedfirst,it will cover the medical
costs up to your policy limit and you will not have to pay any out-of-pocket expenses. If it is
secondary, you can use it to reimburse you for the co-pay and deductible you had to pay under your
health insurance.

Contact a Lawyer Right Away
If you are not sure how to use your MedPayor PIP insurance, contact Staver Accident Injury Lawyers,
P.C. immediately. We will work with your insurance provider to ensure your medicalbills are paid
quickly or that you are reimbursed. When you have paid premiums for MedPayor PIP coverage, you
deserve to benefit as soon as possible. Additionally, we will help yaufile a third-party claim or a
personal injury lawsuit to recover from the driver who causedthe accident and your injuries. By
working with the otherdriver's insureror filing a personal injury claim, you may be able to recover
for your property damage, medicalcosts, lost wages, pain and suffering,disability, and
disfigurement.

Our car accident attorneys serve clients throughout the Chicago area, including Aurora, Elgin,
Hinsdale, Joliet, Naperville, and Waukegan.Call Staver Accident Injury Lawyers, P.C. today at (312)
248-9536 to schedule a consultation.
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insurancecarrier in the event of an accident. Someof those benefits include:

« Medical payments coverage (MedPay). This coverage pays your medical expenses
arising from the crash, such as hospital bills and the cost of prescription medication,
up to the policylimit.

* Collision coverage. This coverage pays for damageto your vehicle, or a replacementif
your vehicle is declared a total loss,

If anotherdriver wasat fault for the accident, your insurance company may pursue
reimbursement from the at-fault driver's insurance company.This is called subrogation,
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you will have much more leverage in negotiations with the insurance companyifyou still
have the option offiling a lawsuit.

WHATIF THE AT-FAULT DRIVER DOESN'T HAVE
INSURANCE?
UnderIllinois law,all motorists are required to carryliability insurance, but some drivers
chooseto break thatlaw. If the at-fault driver does not have insurance, he or she can be

able for damages causedin the accident. Likewise,if the motorist does
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The processoffiling a claim after a car accident is complex, and the insurance companies
are experts at delaying, reducing and denying such claims. That's whyit's so important to
have a strong, legal advocate on your side,fighting for your rights. If you've been injured in
an auto accident, the Oak Park auto accident lawyers at Coplan & Crane can help.
Contact us todayfor a free, confidential consultation.
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Medical Payments InsuranceAfter a Car Accident-What You Need to Know

autcmoalie insurance golly. The coverage is‘or medical expenses incurred as result of an accident.  
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Is Med Pay or Medical Payments Coverage the Same UnderAll InsurancePolicies?
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 Some irsurance policies will low individuals to receive Mecical Paymen = benefits even ifthe injuries were notsustained from ctiving one afthe covered‘vehicles. For exemple, many insurance polices will alowan inevidun| to recoverbed Pay benefits ithe Individual was. pedestrian andhi by a car. Ochers‘ray allow anindividual torecover these benefits thay were injured while riding 2 bicycle or public transportation. Ifyouwere in an accident and have MecicalPayments coverage, Ils Imaortant to consult with an axtorney ana have the attorney analyze your policy for coverage,

Whatdoes Med Pay Insurance Cover?tledical Payments coverage allows you to recover forthe reasonable rredical expenses incurred! forinjures treated as a result ofa covered accident. This ca"Include ar ourts awedfos aredical expenses, amounts paid for medical expenses, co-nays end out ofpocket deductibles, Sorre paliiesallow forthe payment1ese benefits even Ifyouhavehealth insurancethat pald the costs ofthe medical expenses, As discussed nthe next section, ether policiesdo not allowthis

WhatIs an Excess or Secondary Medical PaymentsPolicy?Some Medical Peymerts pelicies are written to only pravide benefts afterall ether sources of instrence have deen used, These types ofpolicies arereferred toas excassor secondary Medical Peyments polices. Tne reason they arecalled excessisbaccuse they emly pay che excosschat may be owed e*ter agplying otherhealth insurance benefits. The reason they ere called secandaryis because they are considered a secondary saurce af payment after another insurance isexhausted.

       

 
       

  

ent attorneys encounter excess Medical Payments policies frequently writen by American Family Connect insurance. This insurance is soteiomis a Mec! Pay lectorfrom American Family In a cese our attornays handled.
 ours:shrough Costco, 
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 ;oral health insurance or medicalThe language from theletter specifealy sates thas the "Medical Expense coverage on this policy fs excess cuerany osherpe
 



 rrost de nat require

Can YouCollect Medical Payments Benefits EvenifYour Health
InsuranceHasPaid Those Charges?Most ofthe time, you cancollect Med Pays, They also de not ref  

sme charges, Inother words, most Medial Paymentspolicieseen paid by another source,   
  

submitting your medicalbills. Mostpresentche charged amount of your bils ard

Will the Insurance CompanyPay Every MedicalBill Submitted Under the
Medical Payments Coverage?
  
 

 
obigeted te pay the reasenable amourtofthe servicesprwill also have to shawthat the mecica|cherges are

 
 

Some redicel services maybe more cffcult 0 releifthe 1t¢0 far removedfrom the <ara 



 
WhoCanReceive Med Pay Benefits?Who car receive Medical Payments benefits degends on the insurance policy language. Typicelly, ths includes any listed indivieual on the policyor anypessengersin 2 covered vecle, Also, aryindividuals in the veFicle may recoverthe benefits regardless ofwho was at feult for ceusing the car accicent.

Our Law Firm Does Not Charge Any Fees on MedPay Benefits CollectedUnlike otherlaw Frms, Scottsdale Injury Lawyers dows not charge enTeesfor harcling the Medicel Payments portionofa case, We submit all Wedical Payrvenssclaims and see shar tose benefissarecollectec, Ths is 70 the client

 

 
 

We can make sure that the MedicalPayments benefits are paid and collected in a
way where the client receives the biggest financial benefit.

 
  

This areans thetcurclients receive every cent ef the Medicel Payirents coverage end benef ts pais, Thiscan adduptea let of rroney ard help2client rsanicanc campencation tor his or her car accicentcae. we can make sure that the Medical Payments benefits are paidand colIna way where the clientreceives the biggest financial benefit. Tiss described in preater detal in the section below,

Our Experienced Injury Attorneys Will Make Sure Your Medical
Payments Benefits Are Not Wastedportent 1o have an experiencedinjury attorney who knows now be

 

  menagethe collection of Nedke sure you receivethe Med  al Paymenis benefits, ThisPayments benefits ard t
    

se. Our attorneys nll provide you wth the Informatian you nee¢id to-2 med cal provider sho does nat deserve i
wail ake cain Often tines, medical provic   

* theydo,they can receive shefull emiount of hase bereits andexhaust shem quiely

The difference in the handling andcollection ofMedicalPayments benefits could
he the difference between theclient receiving tens ofthousands ofdollars andzero.



The difference in the handling and collection of Medical Payments benefits could be the difference between the client receiving tens of thousands ofdollars and zero, Its important 10 consul: wich anexperienced Arizona personalinjury attorney Ifyou have Medical Payments Coverage ard areina ceraccident, Contac: ourlafir: today to speak to an experienced Scotssdale car accident attorney.

Do the Medical Payments Benefits Need to Be Paid BackifThere is a
Settlement With the At-Fault Party?

  

 nether or not Meds benecs a7 | Payments benefits needto be paid back froma sertement depends on 2 faot allowed to seek repayrrentofthe fist $5,000 paid under ary crcamstances. This practice is
 chines. Fist, Insurance companies who pey Medicaloh bited ty Arizaneia    

‘This is set forin Arizona Revises Statutes 5 20-259 1), This section sets forch the folowing
‘Any aucorrobile ibility oF motor vehicle labilty insurer that makes 3 cayment under the medical payrn=nts coverage of @ mcter vehicle insurance policy te oFfon deka of any insures foran injury that arises out of an accidens that occurs efter December 31, 1998 mey have alien against any emour® in excess of £5,000shatis pal toor on behalf of chat insured under the medical payments coversge ofthe polcy forthat accident”

   
 

 hat chs section alco providesis thetthe insurance companies cen claim resay ment for any Mecical Payments benefits pald over $8,000 Ufthere is asettlement with the at-faultparty. However, insurance companies are recuires kylaw to “comprovise che lien in @ far and equitable manner.” Our slcar accident attorneys understand thelavin tis area and have strategieswe ervoloy to make sure the insura’ice companies compromise their epaymenights. Often eres, we can negotiate complete waivers of these repeymert amounts cr significant reductons. Vierwe do, the money goes diraclyincotre

Contact a Scottsdale Car Accident Attorney to Help You With Your Caseness have handled! huncredsof car accdent cases. Wefe krthe law that consra's whatinsurance comparies ere

 

    

 f youor a loved one was irjured ir a car accident, contactcurlewFrm todey. Our car accidentungerstang the insurance coverages end what someone is entitled torecover. More impcrtanthyallowed to do ane whet theyare prohibited from doing,    Do nat take on aninstrance companyby yourself oryou will betaken advantage at. Conta:compensationyoureceive, & consultationis frae and we only 2arn a fee ifwe recover for you. Us today for representation and we will maximize tre amount of 
sta About the author: Tie cortent on this page wes provided byScottsdale persona) nurysitorney anc cul rightslawyer Tony Ph ccuta graduated withhonors fromIndiana Unkversity-kieurer Schoo of Lawn Bloomington, Indians (Previously Ranked Top35US News & WoridReport}, Piccuta took andl passe!the State bers of Arizona, Californias and Neveds (a orthe Frst ty).Heactivaly prectces throughout Arizona ard California, He isa trial areaulakyhandles serious perscnal injury cases and civil rights lawsuits. He has ebta ned six ane seven figure verdictsinbath state and feceral cobeenrecognizedty Super Lawyers for six years straigh, He Is @ member ofthe Arizona Associationof Justice, Maricopa Courty Bar Association Scostscale BarAssociation, Americar Association fo National Po ability Projec:and Consumer Atcornays of Celiforni, among other argenization

 
   

       Disclaimer: The information on shis web site is for informational purposes orly and does not eorstiuteacvertisng, Reading andl relying upan the content on this page does not create an attorney-client raatioycontact aur lew firm fora free consultation and to discuss your specific case ane issues,
gal advice. The nfor-ration on this page is attorneyio. If you ara seeking legal achice, you should 
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United States Patent and Trademark Office (USPTO)

USPTO OFFICIAL NOTICE

Office Action (Official Letter) has issued  
on December 22, 2023 for  

U.S. Trademark Application Serial No. 97253721

A USPTO examining attorney has reviewed your trademark application and issued an Office 
action.  You must respond to this Office action to avoid your application abandoning.  Follow 
the steps below.  

(1)  Read the Office action.  This email is NOT the Office action.  

(2)  Respond to the Office action by the deadline using the Trademark Electronic Application 
System (TEAS) or the Electronic System for Trademark Trials and Appeals (ESTTA), as 
appropriate.  Your response and/or appeal must be received by the USPTO on or before 11:59 
p.m. Eastern Time of the last day of the response deadline.  Otherwise, your application will 
be abandoned.  See the Office action itself regarding how to respond.  

(3)  Direct general questions about using USPTO electronic forms, the USPTO website, the 
application process, the status of your application, and whether there are outstanding deadlines 
to the Trademark Assistance Center (TAC).  

After reading the Office action, address any question(s) regarding the specific content to the 
USPTO examining attorney identified in the Office action.  

GENERAL GUIDANCE
Check the status of your application periodically in the Trademark Status & 
Document Retrieval (TSDR) database to avoid missing critical deadlines.  

•

Update your correspondence email address to ensure you receive important USPTO 
notices about your application.  

•

Beware of trademark-related scams.  Protect yourself from people and companies that 
may try to take financial advantage of you.  Private companies may call you and pretend 
to be the USPTO or may send you communications that resemble official USPTO 
documents to trick you.  We will never request your credit card number or social security 
number over the phone.  Verify the correspondence originated from us by using your 
serial number in our database, TSDR, to confirm that it appears under the “Documents” 
tab, or contact the Trademark Assistance Center.  

•

http://tsdr.uspto.gov/documentviewer?caseId=sn97253721&docId=RRD20231222
https://www.uspto.gov/trademarks/apply/abandoned-applications
https://www.uspto.gov/trademark
https://www.uspto.gov/learning-and-resources/support-centers/trademark-assistance-center
https://www.uspto.gov/trademarks/apply/check-status-view-documents
http://tsdr.uspto.gov/documentviewer?caseId=sn97253721&docId=RRD20231222
http://tsdr.uspto.gov/documentviewer?caseId=sn97253721&docId=RRD20231222
https://teas.uspto.gov/ccr/cca
https://www.uspto.gov/trademarks/protect
http://tsdr.uspto.gov/documentviewer?caseId=sn97253721&docId=RRD20231222
https://www.uspto.gov/learning-and-resources/support-centers/trademark-assistance-center


Hiring a U.S.-licensed attorney.  If you do not have an attorney and are not required to 
have one under the trademark rules, we encourage you to hire a U.S.-licensed attorney 
specializing in trademark law to help guide you through the registration process.  The 
USPTO examining attorney is not your attorney and cannot give you legal advice, but 
rather works for and represents the USPTO in trademark matters.  

•

 

https://www.uspto.gov/trademarks/basics/why-hire-private-trademark-attorney

