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Applicant: Medimpact Healthcare Systems, Inc.
Reference/Docket No. BMIMP1095805

Correspondence Email Address: ipdocket@grsm.com

REQUEST FOR RECONSIDERATION AFTER FINAL ACTION DENIED

Issue date: December 22, 2023

Applicant’s request for reconsideration is denied. See 37 C.F.R. §82.63(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 al 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 88715.03(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 §8715.03(3)(ii)(B), 715.04(a).

In addition, the following requirement(s) and/or refusal(s) made final in that Office action are satisfied:

» |dentification of Services

See TMEP §§715.03(a)(ii)(B), 715.04(3).

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. 82.63(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 81209.01(b); see, e.g., In re TriVita,
Inc., 783 F.3d 872, 874, 114 USPQ2d 1574, 1575 (Fed. Cir. 2015) (quotingIn re Oppedahl &
Larson LLP, 373 F.3d 1171, 1173, 71 USPQ2d 1370, 1371 (Fed. Cir. 2004)); In re
Seelbuilding.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 al possible
guestions 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
astheir roll in paying for medicines. These articlesinclude 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
clams.

 AMedica 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 aclaim, 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 81209.01(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 8§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 aterm 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., Inre 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. 82.61(b); TMEP 8814. 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. Inre 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); Inre 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 8814. Failure to comply with a requirement for information is an
independent ground for refusing registration. In re SCPA 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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Pharmacy benefit management % 3languages

Atticle  Talk Read Edit View history Tools v

From Wikipedia, the free encyclopedia

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

ing the article from being verifiable and neutral. Please help improve t by replacing them with more
appropriate citations to reliable, independent, third-party sources. (Apnl 2079) {Leam how and when to remove
tris template message)

In the United States, a pharmacy benefit manager (PBM) is a third-party administrator of prescription drug programs for commercial health plans, self-
insured employer plans, Medicare Part D plans, the Federal Employees Health Benefits Program, and state government employee plans. "2 According
o the American Pharmacists Association, "PBMs are primarily responsible for developing and maintaining the formulary, contracting with pharmacies,
negotiating discounts and rebates with drug . and paying i drug claims "I PBMe operate inside of 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 (e.g., UnitedHealth Group).I'll4l

As of 2016, PBMs managed pharmacy benefits for 266 million Americans. In 2017, the largest PBMs had higher revenue than the largest pharmaceutical
manufacturers, indicating their increasingly large role in healthcare in the United States ™ However, 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% of
the market and cover 180 million enrolless "I

Business model fedi

I the United States, health insurance providers often hire an outside company to 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 [l PEMs are designed to aggregate the collective buying
power of enrollees through their client health plans, enabling plan sponsors and individuals to obtain lower prices for their prescription drugs. PBMs
negotiate price di retail ph: rebates from , and mail-service ph. which home-del

prescriptions without consulting face-to-face with a pharmacist !

Phammacy 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 PBMs do not disclose the negotiated net price of the prescription drugs,
allowing them to resell drugs at a public list price (also known as a sticker price) which s higher than the net price they negotiate with the manufacturer !
This practic is known as “spread pricing”.! Savings are generally considered rade 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
money they 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 PBMs within their Medicaid programs. For instance, they have created new contracts that
require all discounts and rebates to be reported to the states. In return, Medicaid pays PBMs a flat administrative fee ['"]

The formulary [edit]
Main article: Formulary (pharmacy)

PBMs advise their clients on ways to "structure drug benefits” and offer complex selections at a variety of price rates from which cients choose. This
happens by constructing a “formulary” or list of specific drugs that will be covered by the healthcare plan. The formulary is usually divided into several
“iers" 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
on the formulary at all mean consumers must pay the full ist price. To get drugs listed on the formulary. manufacturers are usually required to pay the
PBM a manufacturer's rebate, which lowers the net price of the drug, while keeping the list price the same.['?! Pharmaceutical manufacturers say that 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 the list price of insulin. PBMs such as Express Scripts claim rebates are a response to rising list prices, and
are not the cause of them '3

The complex pricing structure of the formulary can have unexpected consequences. When filing an insurance claim, patients usually are charged an
insurance copayment which is based on the public list price, and not the confidential net price. Around a quarter of the time, the cost of the insurance
copayment on the lst price is more than the entire price of the drug bought directly in cash. The PBM can then pocket the difference, in a practice known

at 01:35:32, 12/22/2023
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consumers about the possibility of buying their medication for a cheaper price without an insurance claim, unless consumers directly ask abeut it 11!
Since 2017, six states have passed legislation making such "gag dlauses" 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

Net effect on consumers [edi]

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 20142 However, such ions can be ial. A 2013 investigation of PBM
marketing from Fortune Magazine showed: Drug pricing is difficult to untangle and customers have no way of knowing how much they are saving %'l

History redt

In 1968, the first PBM was founded when Pharmaceutical Card System Inc. (PCS, later AdvancePCS) invented the plastic benefit card [ By the "1970s,
[they] serve[d] as fiscal i iaries by adjudicati iption drug claims by paper and then. in the 1380s, electronically” 22/3*

By the late 1980s, PBMs had become a major force "as health care and prescription costs were escalating”%?! Diversified Pharmaceutical Services was
one of the earliest examples of a PBM which came from within & national health maintenance organization United HealthCare (now United
HealthGroup}.[2*! 54271 After Smithiline Beecham acquired DPS in 1994, Diversified played a pivotal role in its Healthcare Service division and by 1999
UnitedHealth Group accounted for 44% of Diversified ical Services's total ip 2% Ex ipts acquired Diversified in April 1999
and consolidated itself as a leading PBM for managed care organizations 2

In August 2002, the Wall Street Joumal wrote that while PBMs had "steered doctors to cheaper drugs, especially low-cost generic copies of branded
drugs from big pharmaceutical companies” from 1992 through 2002, they had "quietly moved" into marketing expensive brand name drugs. 121

In 2007, when CVS acquired Caremark ['! the function of PBMs changed "from simply processing prescription transactions to managing the pharmacy
benefit for health plans” (223 negptiating "drug discounts with pharmaceutical manufacturers, %234 and providing "drug utilization reviews and disease
management” %% PBMs also created a formulary to encourage or even require health plan participants to use preferred formulary products to treat
their conditions™ 2224 In 2012, Express Scripts and CVS Caremark transitioned from using tiered formularies, to those that excluded drugs from their
formulary (127}

Market and competition (et

As of 2004, the Federal Trade Commission found PBMs operated in a marketplace with “vigorous competition” %] And as of 2013, in the United States,
a majority of the large managed prescriptien drug benefit expenditures were conducted by about 60 PBMs %] Few PBMs are independently owned and
operated. PBM's operate inside of integrated healthcare systems (e.g., Kaiser or Veterans Health Administration), as part of retail
phamacies, major chain drug stores (e.g., CVS Pharmacy or Rite-Aid), and as subsidiaries of managed care plans or insurance companies (e.g.,
UnitedHealth Group). " However, in 2016 fawer than 30 major PBM companies were in this category in the US,"! and only three major PBMs (Express
Seripts, CVS Health, and OptumRx of UnitedHealth Group) comprised 78% of the market, covering 180 million enrollees ['®!

In2015, the three largest public PBMs were Express Scripts, CVS Health (formerly CVS Caremark) and United Health/OptumRx/Catamaran, B2 As
0f 2018, the three largest PBMs controlled mare than 80% of the market 2!

Express Scripts [edi]

In 2012 Express Seripts acquired rival Medco Health Solutions for $29.1 billion and became “a powerhouse in managing prescription drug benefits” [*4]
As of 2015, Express Scripts Holding Company was the largest pharmacy benefit management organization in the United States ! with 2013 revenues
of $104 62 billion 1*°

In October 2015 Express Scripts began reviewing pharmacy programs run by AbbVie Inc and Teva Pharmaceuticals Industries Lid regarding the
potential us of tactics that "can 1o work i restrictions” from Express Scripts and other insurers. These reviews
resulted from investig into "questi practices” at Valeant i lonal Inc's partner pharmacy. Philidor Rx Services. %!

CVS Health [edn]

In 1994, CVS launched PharmaCare, a pharmacy benefit management company providing a wide range of services to employers, managed care
organizations, insurance companies, unions and government agencies |*7) By 2002 CVS' specialty pharmacy ProCare, the “largest integrated retailimail
provider of specialty pharmacy services” in the United States, %10 was consolidated with their pharmacy benefit management company,

PharmaCare *®%° ¢ Caremark Rx was founded as a unit of Baxter Intemational and in 1992 spun off from Baxter as a publicly traded company. In
March 2007, CVS Corporation acquired Caremark to create CVS Caremark, later re-branded as CVS Health 2]

In 2011 Caremark Rx was the nation's second-largest PBM. Caremark Rx was subject to a class action lawsuit in Tennessee, which alleged that
Caremark kept discounts from drug manufacturers instead of sharing them with member benefit plans, secretly negotiated rebates for drugs and kept the
money, and provided plan members with more expensive drugs when less expensive altematives were available. CVS Caremark paid 520 million to
three states over fraud allegations [*!)
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UnitedHealth Group [edl]

OptumRx, one of the Optum businesses of UnitedHealth Group Inc, has been a leading PEM.1*?! In March 2015 UnitedHealth Group acquired
Catamaran Carporation for about $12.8 billion to extend this PBM business.[#21:44]

Advocacy and lobbying [edt)

Many Pharmacy benefit managers are by the tradk fali

Biosimilars [edit]
Main article: Biosimilars

Care iati

PBMs have been strong proponents in the creation of a U.S, Food and Drug Administration pathway to approve biosimilar versions of expensive
specialty drugs which treat conditions like Alzheimer's, rheumatoid arthritis and multiple sclerosis 1! PBM's support so-called biosimilar legislation which
does not grant brand name drug manufacturers monopoly pricing power.*%! In 2015 the Federal Trade Commissian found that patents for biologic
products already provide enough incentives for innovation and that additional periods of exclusivity would "not spur the creation of a new biologic drug or

indication” and “imperils” the benefits of the approval process 7!

Controversies and litigation [edt

In 1998, PBMs were under investigation by Assistant U.S. Attorney James Sheehan of the federal Justice Department, and their effectiveness in reducing

prescription costs and saving clints money was questioned 2%

In 2004, tigation added 1o the uncertainty about PBM practices [*/1%4] In 2015, there were seven lawsults against PBMs involving fraud, deception, or

antitrust claims.!°!

State legislatures have been using “transparency,

“fiduciary,” and “disclosure” provisions to improve the business practices of PBMs %! In 2011, the

Mississippi Board of Pharmacy formed a new division of the Pharmacy Benefit Managers, with a mandate to license and regulate PBMMs 1!

A2013 Centers for Medicars & Medicald Services study found negotiated prices at mail order pharmacy to be up 1o 83% higher than the negotiated

prices at community pharmacies **

A 2014 ERISA (Employes Retirament Income Sacurity Act of 1974) hearing noted that vertically integrated PBMs may pose conficts of interest, and that
PBWIs" healih plan sponsors "face considerable obstacles in..determinfing] compliance with PBM contracts including direct and indirect PBM

compensation contract terms" (411

In2017, the Los Angeles times wrote that PBMs causs an Inflation in drug costs, especially within the area of diabetes drugs 12

United States Secretary of Health and Human Services Alex Azar stated regarding PBMs, "Everybody wins when list prices rise, except for the patient.
(53]

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 (54

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

higher priced drug over a lower priced drug *

See also [edi]
« Online pharmacy
« Preferred pharmacy network
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Pharmacy benefit
manager

Designing and administering cost-effective prescription drug plans that
meet the financial and health care needs of our customers and members

The impact of pharmacy benefit
managers (PBMs)

As part of CVS Health®, CVS Caremark® plays a critical role in the health care system by
negotiating low net costs for our customers while supporting safe and clinically effective - - P
products for consumers. Beyond traditional PBMs, we use an integrated model to increase - Ly



access to care, deliver better health outcomes and help lower overall health care costs.

Discover the Caremark difference > .
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, manage prescription drug benefits for clients ranging from health
insurers and Medicare Part D drug plans to large employers. PBMs are one of the few parts of the prescription
drug supply chain specifically dedicated to lowering costs.

~ How Caremark helps lower costs




People are more likely to take their prescribed medications when they know they can afford them.

CVS Caremark® negotiates lower costs for our customers and expands coverage to affordable medications
that people need to stay healthy. We are transparent about medication costs and prioritize a high quality and
more affordable approach to health care.

Our approach begins with the latest clinical 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, we strive to achieve low costs for our clients and their members. That
means managing the two fundamental forces behind drug spending: price and utilization.

As one example of how we help lower out-of-pocket prescription costs, our members may use our proprietary
online search tool for savings options that work with their prescription plan.

Find ways CVS Caremark helps keep drug costs down >

~ Which essential services do PBMs provide

- J
'
The basic services PBMs provide include:

* Negotiating low drug costs and rebates with pharmaceutical manufacturers




Lleaung ana auminisiening re e priannacy neuwores

Helping members understand the best use of pharmacy benefits

Developing and maintaining formularies, which are lists of covered drugs

Providing mail pharmacy and home delivery services

Ensuring providers have the latest clinical information to prescribe clinically appropriate
medications

Progessing pharmacy claims

Explore our mail service pharmacy >

~ Why PBMs may provide additional services

CVS Caremark goes above and beyond these basic services: We provide adherence counseling to make sure
members take medications as prescribed, help close gaps in care, support members with chronic and
specialty conditions, provide disease management support, and more.

Allin all, the goal of these added services is to help improve health outcomes, which helps lower long-term
and overall health care costs. Almost half of our members use our digital tools to manage their prescriptions,
find lower-cost alternatives and stay on track with their treatments.

Discover our approach to care management 2>



~ How PBMs are different from an insurance company

With traditional medical health insurance, medical bills are covered by insurance benefits for hospital, doctors
and other health care provider costs. Traditional medical health insurance also covers medications
administered directly by the provider in the office or at the hospital.

The prescription drug benefit covers medications that are typically picked up at the pharmacy or delivered to
the home.

PBMs work alongside health plans and employers to administer prescription drug benefits. Depending on a
person's insurance, they may be able to use their health insurance card when they pick up prescriptions at the
pharmacy, or they may have a separate card specifically for prescription drug coverage.
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PHARMACY BENEFIT MANAGERS

Last Updated 6/1/2023

Issue: Pharmacy Benefit Managers (PBMs) are third party companies that function as intarmediaries 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 light of rising health care costs, the role of PBMs are being reviewed due to the cost of prescription drugs and the
effects on consumers. The cost of insulin and EpiPens has been the facus of much of the news coverage, with patients
being forced to ration medicine when they cannot afford copays.

Background: When insurance companies began offering prescription drugs as a health plan benefit in the 19605, PBMs
were created to help insurers contain drug spending. Originally, PBMs decided which drugs were offered in formularies
and administered drug claims. In the 1970s, PBMs began to adjudicate prescription drug claims. In the 1990s, drug
manufacturers began acquiring PBMs. Concerns about conflicts of interest caused federal orders for divestment from 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),
CVS Caremark (the pharmacy service segment of CVS Health and a subsidiary of the CVS drugstore chain), and OptumRx
(the pharmacy service segment of UnitedHealth Group Insurance) - controlling approximately 89% of the market and
serving about 270 million Americans.

PBMs work in conjunction with drug manufacturers, rs, pharmacies, and health i providers but play no
direct role in the physical distribution of prescription drugs, only handling negotiations and payments within the supply
chain. When a new drug is available, the manufacturer negotiates with wholesalers who then 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 (PSAQs) negotiate reimbursements with PBMs on behalf
of pharmacies. PBMs then pay pharmacies on behalf of health insurance providers for drugs dispensed to patients. PSAOs
and PBMs are both third party companies with different functions and purposes. PSAOs represent and offer services to

independent pharmacies and PBMs represent health insurers.

Pharmacy Benefit Manager Regulatory Issues (B)
Subgroup

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

Phar Rebates to
Journal of Insurance Regulation, 2019

Health Care and Pharmaceutical Cost Drivers and
Regional Cost Variation: Regulatory Strategies,
Options and Solutions

CIPR Research Bricf, August 2019

Ri
Solutions
CIPR Study, August 2019

g Health Care Costs: Drivers, Challenges and

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




Pharmacy Benefit Managers earn pronts primarily through administrative fees charged for their services, through spread Masnsam sy
pricing (the difference between what is paid to pharmacies and the negotiated payment from health plans), and shared US. GAQ. July 2019

savings where the PBM keeps part 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, provisions in Pharmacy Benefit Managers, Rebates, and Drug

contracts between PBMs and pharmacies that prevent pharmacists from telling patients when the cash price of a drug is Prices: Conflicts of Interest in the Market for
Prescription Drugs

Yale Law & Policy Review, March 2019

less than the insurance copay price, were banned in 2018 by the Patient Right to Know Drug Prices Act, 5.2554 and
the Know the Lowest Price Act, $.2553 to promote transparency toward patients. In a 2019 study, the Government
Accountability Office reported that PBMs retain less than 1 percent of rebates in a review of Medicare Part D plans, while
passing the rest on to consumers. Medicare Part D rebates accounted for $18 billion of the $26.7 billion in rebates in Increases in Reimbursement for Brand-Name Drugs
2016. A study conducted by the 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-year period. US. OIG. June 2018

Status: The NAIC currently has two model laws that protect the drug benefits of consumers. The Health Carrier
Prescription Drug Benefit Management Model Act #22 provides standards for the establishment, maintenance and ii“ iii
management of prescription drug foermularies 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 the creation Health Insurance

and maintenance of networks by health carriers to ensure the adequacy, accessibility and quality of health care services

offered under a managed care plan. ii "i ii

In order to address pharmaceutical cost drivers and the 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 Communications Division at 816-783-8909 or
2018. The Subgroup was tasked with creating a new NAIC Model Law to establish a licensing or registration process for news@naic.org.

pharmacy benefit managers.
Jolie H. Matthews

A draft 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. Several individual states have passed Legislation regarding the licensure of PBMs, spread pricing, rebate

transparency, and fees. Center for Insurance Policy and Research
In 2023, the Pharmacy Benefit Manager Regulatory Issues (B) Subgroup will: CIPR Homepage

1. Develop a white paper to: 1) analyze and assess the role PBM, PSAQ and other supply chain entities, play in the

provision of prescription drug benefits: 2) describe state regulatory appreaches to PBM business practices; 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 paper draft was proposed by Pharmacy Benefit Manager Regulatory Issues (B) Subgroup,
providing an overview of PBM industry, key stakeholders, functional issues, 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
drug lists, called formularies.

This article looks at the role of PBMs, formularies, and prescription medication costs.
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PBMs are companies that work as a third party between healthcare insurance providers and
pharmaceutical companies.

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

What do they do?

PBMs are not involved directly in distributing prescription medications, according to the
National Association of Insurance Commissioners. PBMs deal with negotiations and payments
throughout the supply chain, from manufacturers to health insurance providers.

PBMs work alongside:

« drug manufacturers
* wholesalers
+ pharmacies

« health insurance providers

Once a new medication becomes available, 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.

PBMs are respensible 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-date list of evidence-based medications that healthcare experts
currently recommend to treat medical conditions. The main role of a formulary is to promote
the safe and effective use of the medications that are the most affordable.

If necessary, healthcare professionals may also access medications not listed 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 ensure it 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 does not 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’s clinical effectiveness.

The tiers are:

« Tier 1: These are usually generic versions of brand-name drugs and have the lowest
copayment costs.

« Tier 2: These are usually brand-name drugs that are more affordable, with medium
copayment costs.

« Tier 3: These are usually brand-name drugs that have a generic version available, with the
highest copayment costs.

« Tier 4: These are specialty drugs to treat severe health conditions.
Tier 1 and tier 2 drugs have a lower copayment costs 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 two tiers have higher copayment costs.

For non-Medicare members
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People who are not Medicare members may be able to access tier 4 drugs only at certain
pharmacies within their state.

People will need to check with a healthcare professional or insurance provider to find out how
much a tier 4 drug will cost them and where it is available.

For Medicare members
Medicare members may also 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 may be able to ask for an exception in their Medicare plan. This exception
may lower the copayment or coinsurance costs of the drug.

ADVERTISING o>

Prescription drug benefit
A prescription drug benefit helps cover the costs of prescription drugs.

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

total federal out-of-pocket limit.

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 when they fill their prescription, which will count toward their tier 4 out-of-pocket
limit.



What will a person’s prescription drug cost?

The cost of a prescription drug may vary depending on which tier the drug is in and what
healthcare insurance a person has.

People can find out how much a 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 tool to figure out prescription drug costs, as well as
support for covering costs.

ID cards

Some pharmacies may require people to have two |D cards — one card from their healthcare
insurance plan and one from the PBM company.

Why did a person get the generic drug
instead of the brand-name drug?

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

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

The Food and Drug Administration (FDA) ® requires generic drugs to have the same clinical
benefits, risks, dosage, and quality as the brand-name equivalent.

Why did a person get the brand-name drug
instead of the generic drug?

If a person cannot take a generic drug for medical reasons, a doctor may write a prescription
with “dispense as written {DAW).” This means a pharmacist will give a person the brand-name

Was this article helpful?



drug rather than the generic equivalent. -

A doctor can file an FDA MedWatch form if a person needs a brand-name drug instead of an \ o
available generic equivalent, which means the person has to pay only coinsurance. )

‘Without this form, a person will have te pay coinsurance plus the difference in cost between
the two drugs.

Examples
The Wisconsin Department of Emplayee Trust Funds provides the following examples of the
potential cost differences between a brand-name prescription 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:

Cost with insurance Cost before insurance

Brand- stati 1,250 2,000 . .
rand-name statin 1, $2, Was this article helpful?

Generic equivalent $5 $900

! > ""\
( No /\
If a person had a medical need for the brand-name drug and the doctor filled out the FDA S

MedWatch form, the cost for the same medication above would be $150 for the brand-name
drug with insurance and $2,000 for the same drug before insurance.

Summary

A PBM works as a third party between drug manufacturers, pharmacies, and health insurance
providers.

PBMs also create and maintain formularies, which are lists of approved prescription
medications. A formulary is split into different tiers, depending on drug availability and costs.

People may pay more for higher tier drugs, which may be specialty drugs. If a generic version is
available of a brand-name drug, it will be an equivalent medication but will usually have lower
copayment costs.

Last medically reviewed on November 15, 2022
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Pharmacy Benefit Managers and Their
Role in Drug Spending

What are pharmacy benefit managers?

Pharmacy benefit managers, or PBMs, are companies that manage prescription drug

benefits on behalf of health insurers, Medicare Part D drug plans, large employers, and
other payers. By negotiating with drug manufacturers and pharmacies to control drug
spending, PBMs have a significant behind-the-scenes impact in determining total drug

at 02:01:50, 12/22/2023



costs for insurers, shaping patients' access to medications, and determining how much
pharmacies are paid.! PBMs have faced growing scrutiny about their role in rising
prescription drug costs and spending.

What role do PBMs play in how much we spend on
prescription drugs?

PBMs operate in the middle of the distribution chain for prescription drugs. That's
because they:

develop and maintain lists, or formularies, of covered medications on behalf of health
insurers, which influence which drugs individuals use and determine out-of-pocket
costs

use their purchasing power to negotiate rebates and discounts from drug
manufacturers

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

The federal Centers for Medicare and Medicaid Services found that PBMs' ability to
negotiate larger rebates from manufacturers has helped lower drug prices and slow the
growth of drug spending over the last three years. But PBMs may also have an incentive to
favor high-priced drugs over drugs that are more cost-effective. Because they often receive
rebates that are calculated as a percentage of the manufacturer's list price, PBMs receive a
larger rebate for expensive drugs than they do for ones that may provide better value at
lower cost. As a result, people who have a high-deductible plan or have copays based on a
drug’s list price may incur higher out-of-pocket costs.®

What's the controversy over the rebates PBMs
receive from drug companies?

Drug manufacturers argue that the growing rebates they pay PBMs are forcing them to
raise list prices for their products. According to a recent analysis, manufacturer rebates to
PBMs increased from $39.7 billion in 2012 to $89.5 billion in 2016, partially offsetting list
price increases.* PBMs counter that they have been passingalonga larger share of the
rebates to insurers.

Thereisa lot of debate over whether PBMs should be able to keep the rebates they receive
from drug manufacturers, which generally aren't publicly disclosed, Some believe PBMs
should be compelled to “pass through” all or a larger portion of these savings to health
insurers and other payers. If PBMs were required to do this, insurers could use the savings
to further reduce people's premiums and cost-sharing paviments. A recent studv found



that the share of rebates PBMs passed through to insurers and payers increased from 78
percentin 2012 to 91 percent in 2016.° But many small insurers and employers say they do
not receive this share of savings.®

A separate controversy involves a PBM practice known as “spread pricing,” whereby PBMs
are reimbursed by health plans and employers a higher price for generic drugs than what
the PBMs actually pay pharmacies for these drugs. The PBMs then keep the difference.
Again, a lack of transparency allows this to happen: the payment schedules PBMs generate
for pharmacies are kept confidential from health plans.

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

Flow of Funds Drug Manufacturer
i i

Services
Negotiate Payme nt
formulary for drug
placeme nt =

Share of rebates

Pharma cy
Benefit Wholesaler
Manager

—
Health ~ Manage drug benefit™
Plan

Payme ot
fordrug

Con tractdirectly
| to dispe nse drugs
Pharmacy
Payme ntford

*Includes. and ~ such as prior
authorization, step therapy, and tiering - to steer patients toward certain drugs on formulary.

Data: Adapted from C Budget Office, * Pricing in the (" January 2007,

What reforms have been proposed to regulate
PBMs?



Policymakers have considered three principal reforms to regulate PBMS:

Require greater transparency around rebates. Federal and state policymakers likely
need more data on the rebates PBMSs receive to gaina more complete understanding
of pharmaceutical spending and where reforms may be needed.

Ban spread pricing. Policymakers could ban the practice to ensure that payers and
employers are not overpaying PBMs for prescription drugs. A more limited proposal
would mandate that PBMs update their cost schedules with pharmacies to reflect
price increases for generic drugs.”

Require PBMs to pass through rebates to payers or to patients. To preserve some of
their incentive to negotiate price reductions with drugmakers, PBMs could be
required to pass through 90 percent of their rebate savings to payers. Alternatively,
PBMs could be required to pass through rebates to patients. The federal government
has, in fact, proposed requiring PBMs contracted with Medicare Part D plans to pass
through to patients at least one-third of the rebates and price concessions they receive.

Some experts think that PBMs also need to reorient their business model away from
securing rebates and more toward improving value in pharmaceutical spending. For
example, health plans and PBMs could do more to support physicians in prescribing the
most cost-effective medications on their patient’s formularies. And PBMs could base
formulary decisions and price negotiations on a drug’s health benefits as well as its effect
onthe total cost of patient care.
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Americans pay too much for prescription drugs. Big Pharma has gotten most of the
blame. But there's a middleman between you and the pharmaceutical companies.

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

"It's remarkable the number of ways in which the PBMs are using this market to make
money for themselves in ways that are not transparent to you or your employer or the
American public,” 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 Econemics.
Also Featured

David Balto, former attorney advisor to the chairman of the FTC.

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

Related Reading

USC Schaeffer: "Flow of Money Through the Pharmaceutical Distribution System™ —
"US spending on prescription drugs has been growing rapidly, prompting calls for
government intervention to slow the upward trend.”

Transcript
Part1

MEGHNA CHAKRABARTI: Given the news, earlier this month might have as well been
last century since there's so much happening in the world and it's hard to remember or
keep track of what's going on. So let's dust off our memories and pull up a clip from a
show we did on December 4th. It was about the staffing crisis at America's pharmacies.

WBUR is a nonprofit news organization. Our coverage relies on your financial support. If you
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 reimbursing pharmacies, potentially even below their costs.

CHAKRABARTI: So let me ask you one quick thing. So just to be clear, because the world
of pharmacy services, anything related to American health care is extremely confusing.
I'm a visual learner, so I want to be sure I understood what you said.

sider a donation today!

So that we've been seeing sort of a consolidation in the end point pharmacies, right?
The corporate pharmacies, because as you said, they're driving the smaller independent
ones out of business. Then regarding the pharmacy benefit managers, did I hear you
right when you said there's only three companies there?

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

CHAKRABARTI: Okay, pausing there because as I listen back to that cut. It was still
confusing. Now even though that hour was about end point pharmacies, the places
where you actually go to pick up or get your prescription drugs, these things called
pharmacy benefit managers kept coming up over and over again in that hour.

So let's jump back into the show. This is a little bit later and you're going to hear from
Shane Jerominski, practicing pharmacist.

SHANE JEROMINSKI: It's very difficult to have an independent pharinacy. And that's the
reason wiy I would say if we don't have wide scale PBM reform, 10 years from now, there'll be
very little independent pharmacies left.

CHAKRABARTI: Pharmacy benefit managers are one of the sort of less understood parts
of the American health care system that I haven't gotten my head fully around yet, so
I'm thinking we need to do some explainer shows about that.

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

So today, what are pharmacy benefit managers, and why do they have such a huge

- B e
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come out of the blue. CVS Caremark, one of those PBMs, recently announced some
major changes to their service in order to get ahead of increasing scrutiny on PBM
Practices.

We'll talk about that more in a couple of minutes. But joining us today to disentangle
this web of pharma prices is Erin Trish. She’s co-director of the USC Schaeffer Center for
Health Policy and Economics. Erin Trish, welcome to On Point.

ERIN TRISH: Thank you for having me.

CHAKRABARTI: I'm going to rely on you a lot to help us disentangle this web.

So as I said earlier in that clip from December 4th, I am a very visual learner. And I'm
actually looking at a chart that you wrote here about how, what the relationships are like
between the different organizations that lead to you picking up a prescription drug at a
pharmacy. So can we pretend like we've got a big whiteboard in front of us?

Right now, Erin? Youand I.

TRISH: Yes indeed.

CHAKRABARTT: And let's help me trace the path of how a drug comes from, let's start
all the way back from the development in a pharmaceutical company and then its
manufacturer. Where does it go then?

TRISH: So if we're talking about one, one reason why this is complex is that there are
different sets of boxes and arrows that talk about the physical product, the physical flow
of the product itself 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. PBMs sit in the middle of the financial flow of it.

CHAKRABARTT: Alright, so let's follow the money. What happens, 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 picks it up.

And so in that sense, that's a market like any other good. What gets complicated is
when you think about how do we determine the price of that? And the way that the
dollars flow, and follow the money, as you say, and that's where it starts to get extra
complex and excessively complex in some ways.



So PBMs sit in the sort of center of several different pricing transactions. One that you
and your previous guests referred to is that they're the ones deciding how much a
pharmacy is actually going to get paid for dispensing that drug to a patient, when the
patient picks it up. But there's two other key kind of pricing negotiations or decisions
that they're involved in.

One of the others is that they're also contracting with health insurers or employers or
Medicare Part D plans to determine how much they're going to charge the end insurer
when that patient picks it up. So there’s nothing that actually guarantees that how
much they're charging the insurer is the same as how much they're paying the
pharmacy.

CHAKRABARTI: Okay. So Erin, if I may, I am just really very determined to understand
this well enough by the end of the year that I could write a paper on it, not like a
university paper, but at least a high school level paper. So you'll have to forgive me if I
keep going over some questions just to be sure that we're rock solid on them.

TRISH: Of course.

CHAKRABARTT: So in the somewhat linear flow of money here, I'm actually looking at
the chart that you made, okay back in last year, last summer. And it says there's a green
line that goes from manufacturer to PBMs to pharmacy benefit managers. And in that
green line that says formulary payments, market share payments, and rebates.

What is that?

TRISH: So this is the third kind of arm of the financial negotiation that PBMs are doing.
And this is with the drug manufacturers themselves. So you may have heard of
something called 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.

When they're selling their product into the market, they're selling it at a list price. And
so when you go to the pharmacy, that's the kind of price that you would see if you look
at the receipt, But what PBMs are doing is theyre going to that manufacturer and
saving, "Look, I want a discount.

I'm here to negotiate a discount off of that list price with you."” And in exchange for that,
I'm going to construct something called a formulary, which is a list of drugs that are
covered by this PBM. And I, the PBM, have the ability to puts your drug on a preferred
tier where the patients will pay be encouraged to use your drug over a competing
product.

And in exchange for that, I want a bigger discount, or what's called a rebate, and it's
paid after the fact. And so this is one of the reasons why it's so complicated to talk



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

Because there's all of these other after the fact rebates and discounts.
CHAKRABARTI: Is it lower or higher?

TRISH: So the net price is generally lower than the list price, right? On average, rebates
vary quite widely across different types of drugs. But if you look at, for example, the
Medicare Part ) program, which is the program that provides prescription drug
coverage for the elderly, about 50 million Americans, there, the average rebate off of the
list price is about 30%.

So PBM:s are negotiating on average about 30% discounts off those drugs. But like I
said, there’s some drug classes where that's upwards of a 70% or 80% discount off the
list price, or a huge wedge between the list and the net price of the drug.

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

Say I am drug manufacturer MeghnaTech. And my list price for drug X we'll call it, Vita
Awesome is $100. So I say, hey PBM, pharmacy benefit manager, here’s my list price,
and they say, we're going to put you on a preferred one, the customer is going to see that
$100 list price, but instead what I'm going to give you is $80.

Is that plausible?

TRISH: So essentially it would be, after the fact, you, as the drug manufacturer are going
to send a $20 per drug check back to the PBM.

CHAKRABARTTI: Oh, okay. Okay. I had that all wrong. Okay. Got it. So I'm sending the
PBM MeghnaTech is sending 20 to the pharmacy benefit manager. Okay.

Okay. Got it. Now looking at your chart. This is going to take up the whole hour, but T
swear I'm determined to understand this. There's a line that goes from the PBM, there's
several, but the PBM to the pharmacy itself, so your neighborhood pharmacy, and there
it says negotiated payment. What is that?

So this is the PBM is determining when that patient goes and picks up the drug that you
manufactured at the pharmacy in their community or through some other pharmacy.
The PBM is also negotiating or setting a contract with that pharmacy about how much
they're going to pay the pharmacy when the patient picks up the drug there.

CHAKRABARTI: How much they're going to pay the pharmacy. Okay, so back to Vita
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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
wholesale or a distributor and they're acquiring that at a given price.

Now they separately have this contract with the PBM about how much the PBM is going
to pay them for that drug. And so the PBM, the amount that it's going to pay the
pharmacy, when the patient actually picks up the product there, that's its own kind of
transaction or contract in and of itself.

nation today!

And so the manufacturer, the contract between the PBM and you, the drug
manufacturer, is completely separate from the contract between the PBM and the
pharmacy. And so those two different prices are not directly tied together.

Part 1T

CHAKRABARTT: Erin, let's pick up where we left off. You talked about how pharmacy
benefit managers do this negotiated payment to the pharmacies themselves, who
physically have the drug, saying this is how much we're going to reimburse you.

For the sake of our fictional example here, the drug Vita Awesome from MeghnaTech,
recalling that the original list price is $100, but that itself could change. Generally, what
do PBMs reimburse to pharmacies? Do they reimburse the full cost that the pharmacy
paid to get the drug?

TRISH: So that depends and can vary quite a bit.

And one of the reasons why this is so hard to understand, and why it's so complex, is
that this isn't necessarily publicly known. There’s not a lot of transparency into how
PBMs are paying pharmacies. And so it can vary the kind of way that they determine
that payment, whether it's a branded drug or a generic drug, But ultimately, that's the
result of the contract between the PBM and the pharmacy itself.

CHAKRABARTI: Okay. Understood about the lack of transparency. But as you heard
from the clips from the other show that we did on December 4th, we had several guests
on asserting that, who were pharmacists themselves, that the PBMs were not
reimbursing the pharmacies anywhere near what the pharmacies had to pay.



TRISH: So it's certainly the case that there's a lot of, I think, volatility in the way that
essentially the prices that PBMs pay to pharmacies are not necessarily aligned with the
acquisition costs of those drugs. And that's particularly a problem for any given
transaction, pharmacy can have paid more to get the drug than they're ultimately
reimbursed for selling or dispensing that drug to a patient.

And I think what we've seen over the last few years is that's become an increasing
problem. And just to add to the complexity. Because there's not just this determination
of how much the PBM is going to pay the pharmacy, but there's been a proliferation of
these after the fact fees that the PBM is actually elawing back from the pharmacy as
well.

So you have the volatility on, those are something called DIR or direct and indirect
remuneration fees, or sometimes they're called clawbacks from the pharmacies. And so
not only do you have this kind of volatility or a lack of, lack of guarantee that the PBM is
going to pay the pharmacy more than what they acquired the drug for, there's also these
after the fact kind of 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 about the viability of
pharmacies in this country.

CHAKRABARTT: Okay. So potentially lower reimbursement rate to pharmacies and fees
that the PBMs are charging them as well. Okay. Let's look at the flow of money in the
other direction from, let's say, the point of view of the person picking up their
medication from the pharmacy.

Obviously, most Americans or a lot of Americans pay a copay right then and there,
right? That goes directly to the pharmacy. Does that copay go anywhere else?

TRISH: So that copay typically sits with the pharmacy as part of the reimbursement to
the pharmacy.

CHAKRABARTT: 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 that health plan, its
flow of income relate to any financial exchanges between it and the pharmacy benefit
manager?

TRISH: The Pharmacy Benefit Manager is basically the entity that's paying. If we think
about how much does the pharmacy needs to get paid or what's the contractually
obligated amount that the PBM is going to pay the pharmacy?

When this drug gets dispensed, a portion of that is going to be paid by the beneficiary,
and then the remainder will be paid by the PBM. Then separately, the PBM has yet



anether contract with the health plans that it's servicing to say, "When one of your

enrollees goes and picks up this drug, this is how much we're going to charge you.”

And essentially, you might be confused and rightfully so, about why are we talking
about these two different things, but there's no guarantee that the amount that the
PBM is paying the pharmacy is actually the same amount that it's charging the health
plan for the existence of that transaction or basically for that pharmacy fill.

CHAKRABARTT: Erin, my eye’s twitching a little bit because I fear that I'm failing in my
goal to completely make it clear what PBMs do. We did the best that we could. A little
later, I'm going to ask our producers, the chart that you made is excellent. I'm going to
ask them to put it on our website.

... So thank you for 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 then also there’s the interesting relationship between PBMs and health plans. So
would you have a way to summarize the role of pharmacy benefit managers in this really
complex system?

TRISH: I think the sort of best way to think about it is that the PBM sits in the middle of
the financial flows for preseription drugs in the U.S.

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

So they're essentially negotiating discounts off the list price of the drug with the
manufacturer. That's part one. Part two is that they're determining how much the
pharmacy is going to be paid when a patient comes and picks up that drug at the
pharmacy. And then point three is that they're negotiating with employers or health
plans about how much those employers or health plans are going to pay.

When their enrollee goes and picks up that drug, and part of that negotiation as well is
to what extent are they going to share some of those rebates that they negotiated with
the manufacturer back with the employer, or the end health plan or any other types of
negotiations with that health plan, as well.

CHAKRABARTI: I'm just grimacing here. On this end of the radio, Erin, because 1
consider myself a semi confident person that usually is able to understand systems



pretty well, but this one still just keeps stumping me a little bit. So let me ask you this.
We've been hearing more about PBMs or even just like their existence over the past
couple of years and not prior to that, have they always been around and just not really
known by the public or are they a new part of the financial flows in the pharmaceutical
system in this country?

So they've actually been around for quite a while and started back in the '70s and '80s
really to gain traction. I think their role back then was really to start thinking about the
organization of pharmacy benefits.

But importantly, and they played a very important and impressive role in helping
transition patients quickly to generic drugs, when those generic drugs became
available. And that was their historical role.

I think one of the reasons that we've heard about them more and more over the last few
years or the last decade or so, is that they've played an increasingly prominent role in
the U.S. health care system and particularly in the pharmaceutical system. So I think
part of this is they've gotten bigger. We have 3 representing about 80% of the fills or the
kind of prescription drug claims in the U.S. today.

They've also gotten vertically integrated, so they're now often owned by an insurance
company, they typically own pharmacies as well. And so their kind of presence as
entities has expanded in the U.S. health care system. But I think there's also an
increasing attention being paid finally to the role that they play in ultimately the drug
prices, particularly that patients face at the pharmacy counter.

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

TRISH: OptumRx, which is part of United, yes.

CHAKRABARTI: Okay, I should know that one because that's my plan. So we reached
out to the Pharmaceutical Care Management Association, the national association that
represents pharmacy benefit managers. They sent us back a statement which read, in
part, pharmacy benefit companies welcome and support competition in the
marketplace.

The PBM market is extremely competitive, and employers and health plans have the
flexibility to choose the pharmacy benefit design that works best for 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.

So yes, there may be 73 full service PEMs, but they have a whopping, basically, 70 of
them have to split 20% of the market between them.



TRISH: That's correct, and I think even, often those numbers are thought to be even a
little, the 80% is thought to be even a little under exaggerated in some sense, 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 PBMs to get the benefits of some of their either
pharmacy networks or other kind of rebate agreements.

CHAKRABARTT: Okay, we're going to take a quick pause here because T've got to say, 'm
Meghna Chakrabarti. This is On Point. Okay, Erin. We've got, we've gotten to the place
now. And thank you so much for holding my hand through all this. Like I said, just we,
at this show, we really feel it's important to talk about stuff that like barely anybody
understands, but has a really outsized impact on our lives.

And 1 can't think of anything bigger than how the hidden players that are determining
how much we pay for our highly priced prescription drugs in this country.

So if you stick with me for another minute, we really wanted to dig into how the PBMs
mushroomed into 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 transparency in
prescription drugs, and runs a website called pbmwatch.com.

DAVID BALTO: I used to be the attorney advisor to the chairman of the Federal Trade
Commission and the policy director of the FTC. And I've spent decades trying to police the
anti-competitive conduct of PBMs. We looked at 2 efforts by pharmaceutical manufacturers to
buy PBMs, and we saw an inherent conflict of interest that the PBMs would be able to favor
those companies' own drugs.

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

CHAKRABARTT: Now, the mergers he's referring to were Merck acquiring Medco, and
Lilly acquiring PCS Health Systems. But in 2011, when two of the largest PBMs, Express
Scripts and Medco, wanted to merge into an even larger company, The Federal Trade
Commission did not stop it.

BALTO: Over 70 congressmen wrote to the FTC and said, "Please just say no." But the FTC
approved the merger and people were very puzzled by that. And what really happened was the
FTC and the Obama administration had fundamentally 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 drug prices.”

So Obamacare could really succeed, and Obamacare was in its infancy then and the
administration, the FTC bought into that arguiment and ltke any Faustian bargain, it was a
bad deal.
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the government to really flex its negotiating power as the largest purchaser of
prescription drugs in this country, PBMs argued you need a giant private sector
organization or company to do that instead.

Now, Balto really chafes at some of the things PBMs are doing now to reap bigger

profits. For example -

BALTO: For decades, PBMs prevented pharmacists from telling consumers that there was a
lower cost way of getting their drug. Oftentimes, drugs are cheaper when you don't use your
PBM card, you don't go through the PBM, but you just buy it with cash.

But if a pharmacist told you that, the pharmacist would be terminated from the network and
lose all their ¢ . So funde Ily, pharmacists were gagged from telling consumers
what choices they had. Now, eventually, during the Trump administration, Congress passed

legislation to prevent those gag clauses, but it's a sign that PBMs inake money by hiding
information and deceiving consumers.

CHAKRABARTI: Now recall, David Balto is a former member of the 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: If the enforcement agencies were graded on how they ve used the antitrust laws to
protect consumers against and anti-competitive conduct of PBMs, they would get a failing
grade. They permitted tremendous consolidation among PBMs and have taken no
enforcement actions to stop egregious anti-competitive conduct iy PBMs.

CHAKRABARTI: That was David Balto, former attorney advisor 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
PBMs are behaving like virtual monopolies?

TRISH: So I think there's a lot to unpack in those comments. I think it's certainly the
case, right, that the view back in the time of the Express Scripts, Medco merger.

And if you think about who at the FTC was really reviewing this, it's sat in the part of the
agency that's really focused on the pharmaceutical industry. And from their view, I think
they saw it as, we need some entity to negotiate with drug manufacturers over the 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 than their
version of list prices. And so the concern, though, is that it's unclear that, it's certainly
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What's less clear is whether they've actually passed on these savings to really benefit
consumers and patients at the pharmacy counter.

Part 1T

CHAKRABARTI: Now, we reached out to the biggest PBMs in this country, and we heard
back from CVS Caremark. We heard back from Phil Blando, who's the Executive
Director for Corporate Communications at CVS Caremark. And in a statement he 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 work to negotiate the lowest net cost for drugs, identify safe and clinically effective
products for patients and support the unique needs of our customers, driving better
health outcomes and lower out of pockets costs for consumers.” He goes on to say, "If
PBMs did not exist, they'd have to be invented, because we are the only part of the
supply chain that drives drug costs down, going head-to-head with manufacturers to
negotiate the lowest net cost for our customers.

No industry does more to make the use of preseription 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 of a vial of insulin, 1 should say, 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
dotlars in the United States. And about $32 in Canada for the same vial of insulin. Detroit’s
right across the bridge from Windsor, Ontario. One side it's $278, the other side it's mid
thirties.

CHAKRABARTT: Okay, so Erin, how would you describe or analyze the impact that PBMs
have on that final payment that people are making when they need their medications?

TRISH: So essentially, PBMs are you can think of them as the firefighters of drug prices,
but they're also the arsonists, right? They have every incentive to push the list price of
drugs up. Because typically their compensation is tied to some portion of either the
discount or the rebate that they negotiate, or some other type of fee.

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 important kind of part in pushing the list price
of the drug up. So you talked about insulin. Let's take a specific example there.

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



But the net prices or the revenue that manufacturers actually received was falling over
that time period. And what was happening was that more of, we were basically spending
about the same amount of money.

But more of those dollars were going to PBMs and other intermediaries in the supply
chain. To the extent where more than half of the spending on insulin in 2018 was going
to these intermediaries rather than the drug manufacturers themselves, the share of
spending captured by PBMS increased by about 155% over that 5 year period.

And ultimately what that means is that more and more of the dollars that we're
spending on these drugs, like in this example, insulin, are going to PBMs rather than to
the drug manufacturers.

CHAKRABARTTI: Okay. And then we also have, sorry, I'm just pausing because 155% is a
really large number. But then we also have, as you mentioned earlier, and just want to

talk about this for another quick second, that vertical integration, right?

I've mentioned CVS Caremark, obviously there's the CVS portion of it, 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 between health plans and PBMs themselves?

TRISH: Yes, so Cigna is integrated. Cigna, the health insurer is integrated with Express
Scripts and likewise Aetna is integrated with CVS Caremark.

CHAKRABARTT: Okay. Wow. That's another show in and of itself, although T may not, T
don't know if I'll actually get to it. This is so helpful, Erin, because again, just in the past
couple of years, there's been more expression of public or public expression of
disgruntlement over the impact PBMs are having on the financial flows in pharma in
this country.

So much that the pharmaceutical trade group, the major pharmaceutical trade group in
this country, Pharma. Now these are the Merck's and the Eli Lilly's of the world. This is
their representative group in Washington called Pharma. They are actually running ads
right now that are really maligning PBMs themselves.

For example, here's an ad in which, this is a television ad, where a guy in a suit from a
patient's pharmacy benefit manager walks up to a woman who's standing at 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 why in the ad he says he’s doing
that.

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



CHAKRABARTT: Erin, what does it mean to you that the pharmaceutical companies
themselves are now saying, "Hey, there's a problem here with PBMs?"

TRISH: I think a big part of this is that pharmaceutical manufacturers have taken a lot
of the kind of policy attention over the last decade or so about drug prices. And T think
it's clear to those of us who have studied the industry, that play a very important part in
drug prices, and they had largely been left out of the policy discussion for quite some
time.

Now, that's changed recently. But I think if you think about what do patients care about,
right? They care about what they're spending on drugs and the dollars that they're
facing, the cost that they face when they pick up that drug at the pharmacy counter. And
PBMs are, have played a pretty important role in, as I said, the incentives to increase the
list prices of drugs.

And there’s a particular issue that oftentimes beneficiary cost sharing, if they're in their
deductible or if they pay a co-insurance, that's a percent of the list price of the drug. Or
if they don't have insurance, right? The price they're paying is tied to that list price
rather than the net price of the drug.

So the PBM may be effectively negotiating some discount, but ultimately the patient is
paying more because their price that they pay out of pocket is tied to that inflated list
price. This is particularly problematic because it creates this issue where sicker patients
are the ones who they're taking these highly rebated products, but theyre paying much
more at the out of pocket at the pharmacy counter.

And essentially, you have this world where these sicker patients are paying more to
subsidize the premiums for the healthier beneficiaries. And that's the opposite of how
we think insurance is supposed to work.

And so I think getting back to your question about pharmaceutical manufacturers, as
they've been taking the hit for drug pricing and the consternation that, rightfully so,
patients experience or express from the drug prices, that they're from the cut-of-pocket
prices that they pay when they go pick up that drug. It's really the PBMs that are an
important part of this conversation and had been left out of it. In the kind of discussion
of drug pricing policy reforms for quite some time.

CHAKRABARTT: 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 some activity in Congress.

But there still is this lingering question of not only just cost, but is it having an impact
on the care upstream at the doctor's office that people are even receiving? Dr. Marion
Mass thinks yes. She's an urgent care pediatrician in Philadelphia and co-founder of



Practicing Physicians of America.

MARION MASS: You, the patient in America, have thought probably all along that it was your
doctor who was making the decisions as to what medication that you get.

CHAKRABARTI: She says there are two ways that pharmacy benefit managers constrain
doctors who manage your health. One is called, quote, non-medical switching.

MASS: This is a scenario in which a patient is rolling along and maybe they'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 do it for medical reasons. They switch a patient
to a drug that maybe it's not going to control the patient’s sefzures.

Now you put yourself in the shoes of that patient. Wow, it’s a lot of stress if you have a seizure
disorder. You've got to be afraid when you re driving or operating any kind of machinery or if
you're taking care of your child. You have a seizure, you might hurt yourself, but you could
hurt someone else.

CHAKRABARTTI: Dr. Mass says that in one Florida study, they found that 67% of patients
who were non-medically switched from a drug that was working eventually complained
of worse side effects on the new drug.

When that happens, many patients just stop taking those new drugs, which, of course,
worries themselves, their families, and their doctors.

Another way PBMs affect 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: 50 in 2016, you took those three PBMS.

There were only twe oncology medications excluded. But in 2022 there was almost 100. These
three companies controlling 80% of America's prescription drug benefits, they went from
excluding two cancer drugs to excluding almost 100 and some of these are drugs for which
there is enly one formulation.

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 of people. This is what she says. She calls them the scrubs and the suits.

MASS: A scrub is someone who trains for years, whether as a physician or a nuise or they're
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And you as a scrub are the ones that actually see the patient, but it’s the suits that are making
the decision without any medical training. Functionally, they're practicing medicine without a
license as far as I'm concerned.

CHAKRABARTT: So finally, how does medicine by PBM or the suits as Dr. Mass calls
them, how does it affect doctors themselves?

MASS: It's really embarrassing to have gone through your four years of college, your four
years of medical school, your three years of training, and then maybe an additional four to
five, and then you have to be the one to look your patient in the eye and say, "I'm sorry, I, the
scrub with all this training, can't fix the problem for you."

It's downright embarrassing.

CHAKRABARTI: That was Dr. Marion Mass, an urgent care pediatrician in Philadelphia
and co-founder of Practicing Physicians of America. And by the way, I just have to say
that CVS Caremark, again, in the statement they sent us, they insist that they are
making decisions made specifically 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 work to 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
market that is in need of reform now? In a sense, the pharmacy benefit managers
themselves are saying, yeah, maybe they're trying to get ahead of it. Because CVS, of
course, just made this big announcement that they're going to make some changes,
they say, to how pharmaceuticals are delivered and paid for by patients.

They say they're going to price drugs based on the amount the company actually paid
for them, plus a defined markup and additional fee to cover pharmacist costs of
handling and dispensing the prescriptions. What do you make of this change by CVS?

TRISH: So I think this is one of those examples where the devil is in the details, and we
don't yet know all the details, but at a high level, I think it's indicative of the
consternation that people that are participating in this market are feeling, right?

So you do have poliey activity going on very actively by the House of Representatives and
the Senate and a lot of interest in moving forward with some federal level. Policy
initiatives to reform or change the type of behavior in the PBM market, or at least
increase transparency and get better information on what's going on.

But you also are seeing private market responses, right? Where you're seeing employers,
increasing frustration or patients, increasing frustration and the proliferation of sort of
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the Mark Cuban cost plus drug company where they're implementing a true cost-plus
formula, chart the prices that they charge for drugs.

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

And so this is a response from PBMs to perhaps react or respond to some of those
concerns on beat from their clients, essentially. But like I said, we don't fully know what
this looks like as it plays out.

This program aired on December 14, 2023.
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Democrats, Republicans, and pharmaceutical companies don't always agree on everything
about high prescription drug prices. But over the past few years, they've increasingly found
common ground on one 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 manage insurance benefits for prescription drugs, dictating
which drugs are covered by insurers and what costs patients will face when they fill their
prescriptions.

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

And over the past few decades, as the prescription drug market has evolved and become
more lucrative, 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
power to determine where and how billions of dollars are spent within the US health system.

Pharmacy benefit managers have become known as the mysterious middlemen of the pharma
trade — and as a useful scapegoat for 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 about their business and cracking down on
some of their moneymaking practices. Several PBM CEOs will testify before the committee on
Wednesday.

“While the pharmaceutical industry blames the PBMSs for high drug prices, the PBMs blame the
pharmaceutical industry for high drug prices,” Sen. Bernie Sanders (I-VT) said to open last
week's hearing. “The reality is both of them are right."
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Experts generally agree that these companies play a role in driving up drug costs for some US
patients, even as they negotiate discounts with drugmakers that benefit others, and that the
amount of secrecy about their financial arrangements warrants scrutiny.

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

So reforming PBMs can't be the end of the country’s debate over drug prices. But it's an
important step.

How PBMs evolved to play a critical role in US health care

If you've ever had a prescription filled, you've likely dealt with a pharmacy benefit manager —
whether you realized it or not. Most people have their benefits managed by one of three
companies: Express Scripts, CVS Caremark, and OptumRx, which together control about 80
percent of the market.

The primary function of pharmacy benefit managers is exactly what it sounds like: managing
coverage for prescription drugs on behalf of health insurers.

In the 1960s, when the precursors to modern-day PBMs first 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,
and other chronic conditions that are commonplace today; while data from 60 years ago is
scarce, the number of drugs being prescribed per American has grown by almost 50
percent since just the mid-1990s.

When Medicare was first created in 1965, it was “eommon” for private health plans to exclude
coverage for prescription drugs. (Medicare did not begin covering outpatient prescription

When is a nose just a nose? A brief
history of non-Jews playing
Jews onscreen.
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drugs until the mid-2000s.) But the US pharmaceutical industry soon began to develop more
acdvanced, costlier drugs, and employers and their health insurers realized they would need to
pick up some of the cost for those new treatments.

onth

arn more

5 POWERED BY CONCERT FEEDBACK

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 researched their 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 cost to the patient,
to pharmacies across the country. This meant that, instead of filing a claim with their insurer,
the patient could pay the out-of-pocket price at the pharmacy.

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, they realized 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 money if you delegate your prescription drug benefits to us.
“They figured out they could do it better than each in-house insurance 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 give priority to certain medications with
those lower copays — we can direct more customers to your medications.

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

Unlike more conventional commercial rebates, prescription drug rebates are invisible to the
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patient. When a patient fills their prescription, the drug company pays a pre-negotiated rebate
to the PBM, providing a discount off the list price. The PBM then passes all or most of that
rebate to the health plan; in the latter case, it keeps a cut for itself.

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 PBMs to determine copays, and the PBMs negotiate rebates with drug
companies.

All this determines what a patient pays in the pharmacy when it's time to pick up their meds.

Over time, the importance of PBMs grew. Breakthrough treatments for all 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 Budget Office, patients paid almost 60 percent of the cost
of their medications out of pocket in 1990. That share had fallen 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 percent in 1990 to nearly 50 percent in recent years.

PBMs expanded their 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 much so that Express
Seripts, CVS Caremark, and OptumRx now dominate the PBM market.

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

These business arrangements have created a lot of
anxiety among policy experts and lawmakers — and
with good reason,

Why PBMs are under scrutiny

from lawmakers A

The trouble starts here: Nobody outside of the
PBMs and drug manufacturers really knows the size
of the rebates being negotiated.

PBMs argue that is a necessary condition of their

month
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job. If everybody knew the size of the rebates they are securing, they would start to lose their
leverage and thus their ability to get a better deal for their customers. But this impenetrability
has helped create the image of PBMs as a mysterious conduit in the pipeline between pharma
and patients.

“Over time, questions have been raised whether PBMs are overcompensated for their
services,” said Stacie Dusetzina, a health policy professor at Vanderbilt University. “The lack of
transparency makes it impossible to judge and makes everyone suspicious. There is a dramatic
lack of clarity on how their business model typically works."

PBMs generally make money in 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-prescription fee basis 4Dk
paid by the insurer. But because their books are locked in a proverbial black box — even for a N o
publicly traded company like 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 FUF Yﬂﬂr

makes its money. FﬂVﬂ l‘ite
There is some evidence of clever accounting on the part of PBMs: A 2019 Government CIaS‘“CS
Accountability Office report concluded that PBMs kept just 1 percent of rebates, but XO’I”‘(WI‘
Christensen interviewed a former PBM employee who said the real share is closer to 20 FaVl)]‘ite
percent, From the outside, it's impossible to know which is true. class'

[ swophere |

“No one has clear information about how they're getting paid, so it's hard to say if 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 they will have to
negotiate rebates with PBMs, which can motivate them to set higher list prices — prices that
are eventually borne by some consumers or, in the case of Medicare patients, by the

government.

“When the 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 can also now use their contracts to funnel business away from retail pharmacies to the
specialty pharmacies they own, creating a potential conflict of interest, and there is some
evidence that this practice is becoming more common.

PBMs could also provide a way around federal 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 — can still count as medical spending under those rules, even if the
money ultimately ends up staying inside the larger business organization.

How a bipartisan Senate deal would affect PBMs



When the drug company Mylan was criticized in 2016 for the EpiPen'’s egregious price hikes,
Mylan CEO Heather Bresch and other leaders in the drug industry testified before a Senate
committee and peinted the finger squarely at PBMs.

“So you get this pressure year after year that tends . e ———— . i
to escalate the price increases,” Ron Cohen, then Favo l‘ite
the chairman of the Biotechnology Innovation Cla

9

Organization, a biotech trade group, told the
committee, explaining how the rebates negotiated ‘ SHOPHERE |
by PEMs drove up list prices. Pl D s

Until that hearing, PBMs had been frequently

ignored in the US health care discourse. One person
who was working at the Department of Health and
Human Services at the time told me the CEO's
comments were what brought PBMs to their attention.

Inresponse, those companies have argued that focusing on their business is a distraction from
the egregious pricing practices perpetrated by pharmaceutical companies,

“EpiPens are expensive because Mylan raised the price of EpiPens,” Steve Miller, chief medical
officer at Express Scripts, said in a 2016 interview. “To blame it on distributors ... is just
ridiculous.”

But in the view of many lawmakers and experts, as Sanders articulated at last week's hearing,
both sectors bear part of the blame.

The EpiPen price scandal of 2016 was just one of many controversies (Martin Shkreli, Valeant
Pharmaceuticals, the ever-growing cost of insulin, the enormous opening prices of the
hepatitis-C cures) that have made drug prices one of Congress's top priorities in recent years.
Last year, lawmakers for the first time authorized Medicare to negotiate prices for a limited
number of drugs directly with drugmakers. They also placed a cap on out-of-pocket costs for
insulin for people on Medicare.

But Bresch, intentionally or not, also put PBMs on the radar — and seven years later, Congress
is on the verge of acting to rein in the industry. Sanders and his Republican counterpart on the
health committee, Bill Cassidy of Louisiana, recently announced a deal on legislation that

would be the first significant attempt by Congress to address the PBM industry. It is expected ) 1
to clear the Senate health committee this week. Fﬂvolvit‘e
(lassics

‘ SHOP HERE ‘

Experts and lawmakers alike caution that these provisions are a first step. The bill starts chiefly
with simply forcing more transparency from PBMs. They would be required to share more
information with health plans on prescriptions and discounts; they would also need to disclose e
information about, for example, any arrangements that could lead to prescriptions being —
funneled to the mail-order or specialty pharmacies owned by the PBM. They would be required

Ty e p
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the practice of “spread pricing,” in which a PBM charges the health insurer more meney for a
drug than is paid to the pharmacy to acquire it.
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Eventually, the plan is for these measures to be folded into a larger legislative package focused
on drug pricing that Senate Majority Leader Chuck Schumer hopes to bring to the Senate
floor in 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 the initial 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.

Some of those issues will be addressed in the legislative package the Senate is pulling
together. But others 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 who believes this is going to be end of the work we do here on prescription
drugs, | have bad news for you,” Sanders said at his committee's hearing last week. “This isn't
the end, but the beginning.”
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Americans spend more on prescription medications than
people in any other country in the world. High prescription -
drug costs have created affordability issues for many patients
in the health-care system. According to a new report
published by the US Department of Health & Human

Services (HHS), the average prescription list price increased

Message

by nearly $150 per drug in January 2022 and $250 per drug
inJuly 2022

Pharmacy benefit {PBMs) play a direct role in the management of prescription drug

benefits in the US. These powerful companies perform on behalf of large employers, health insurers,
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Medicare Part D drug plans, and other payers to better control drug spending. Learn more about
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PBMs and their role in rising prescription drug costs and spending.

- -

Pharmacy benefit 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 shape patients' access to prescription drugs and have a say in how much pharmacies are
paid.

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

* Create formularies or lists of covered prescription drugs on behalf of health insurance
companies. This has a direct impact on which medications patients use and the out-of-pocket

expenses that they pay for drugs.

Use their purchasing power and experience in 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 reimbursements for drugs that are dispensed to
beneficiaries.

Google Rating
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Navigating the Objectives of a Pharmacy
Benefit Manager

PBMs generally work alongside corporate employers, labor
unions, health plan providers, and other organizations that
offer health-care benefits to members or employees.

Phatmacy Benefit Manager

The primary objective of a PBM is to facilitate a positive
health outcome for patients by making prescription drugs
more accessible and affordable through retail pharmacies
and insurance providers.

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

Negotiate prescription drug rebates

.

Process and file claims

Review patient compliance

Conduct drug usage reviews

Provide specialty pharmaceutical services

Oversee the distribution of prescription drugs within networks

Maintain formularies




PBMs have extensive technical knowledge and possess the interpersonal skills needed to retrieve
the best discounts and rebates on medications. They also use these skills to assess econamic factors,
public health needs, and business strategies to help create fair pricing guidelines.

A Pharmacy Benefit Manager’s Power of
Negotiation

There are many different parties at play within the insurance industry. From underwriters and
reinsurers to pharmacy benefit management companies, each party plays a critical role in
prescription drug costs and spending.

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

PBMs are known to 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 PBMs contract with larger insurance companies, it gives them even
more power over negotiations with pharmacies and drug manufacturers.

Common Criticisms of the Pharmacy Benefit
Manager Role

PBMs have long been targets of government scrutiny and
lawsuits. A PBM is a third-party negotiator, meaning they are
not required to always disclose discounts, rebates, the
percent of savings passed onto insurance companies or even
itemized billing 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 always act in
the best interest of insurance companies and health-care plans. However, tighter regulations in the
prescription drug market could possibly impact future profitability.

Policymakers across the US are looking to reform pharmaceutical reimbursement beyond common
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practices like rebates. However, these policyholders must also consider how these changes could
impact new market competitors due to recent mergers between insurers and PBMs.

How Pharmacy Benefit Managers Handle
Rebates

Prescription drug rebates have been around for decades and were initially 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 were eligible for specialty drug rebates.

Rebates are typically paid on a per-claim basis. The amount of the rebate may be 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
some types of prescription drugs from rebate guarantees when quoting rebates that are relative to
specialty drugs.

The biggest issue in how PBMs handle rebates deals with transparency. Many policymakers agree
that drug pricing should not be kept secret and that price discrimination, in which no one really
knows what anyone else is pricing, leads to larger discounts. Regardless, transparency is 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 —y

drug pricing in the prescription medication sector. PBMs n @

claim that they work directly for insurance companies and - d_

negotiate to get low-cost medications from drug Q)

manufacturers, However, PBMs also claim that it is the drug " "!

manufacturers that are solely responsible for setting drug O
prices. - " “ e

According to the Drug Channels Institute, PBMs increase 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 consumers pay for their
prescription medications.

So, who really benefits from prescription drug rebates? It is not the pharmacies or even the patients.
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Passing the Savings to Employees with
Competitive Plans

PBMs are 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 overcome these struggles,

New City's innovative solution to problems surrounding PBMs is to work with a transparent
pharmacy benefit manager that charges only a small flat fee each time that a prescription drug is
dispensed rather than face the large inflation of cost that is commonly seen with PBMs. For more
information or to schedule a consultation with a member of our team, contact New City Insurance.

Have Additional Questions?
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Pharmacy benefit managers (PEMs) have become an entangled part of the U.S. healthcare system. First
established in 1968 with the advent of plastic benefit cards, PEMs became a major player in the system by m o A4
the 1980s, and have since continued to expand their reach and influence in the healthcare industry.

What is a PBM?

A pharmacy benefit manager, or PBM, is & third-party service that manages prescription drug programs,
acting as an intermediary between drug manufacturers, pharmacies, and health plan sponsors.

How does a PBM work?

In theory, PBMs are respensible for making sure medications are available at an affordable price and that
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Negotiates prices with drug manufacturers

A PBM negotiates prices with drug manufacturers through a variety of strategies that include volume
purchase agreements, competitive bidding, and rebate programs.

Volume purchase agreements involve the PBM and drug manufacturer agreeing on a set price per unit for
an entire purchase order. This strategy ensures the PEM gets a lower cost per unit.

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

For rebate programs, the PBM and drug manufacturer agree on a set price, with the manufacturer providing
rebates on sales after a certain volume is reached. This way, the PBM gets a better price over time.

Utilizes formularies

A formulary is a list of approved medications that a health plan will cover. PEMs develop and maintain these

lists by analyzing clinical data, evaluating drug safety and effectiveness, and negotiating with the drug

manufacturers (see above). PBMs will utilize these formularies to promote the use of clinically appropriate,
t-effective, | t generic ications.

Processes pharmacy claims
In order to process pharmacy claims, a PBM first verifies all the information on the claim, such as the
patient's eligibility and the medication prescribed. Then the PBM determines the amount that the health

plan will pay for that claim (based on the health plan’s formulary and reimbursement levels). The pharmacy
is then paid by the PBM, who turns around and bills the health plan for the claim.

Common services offered by PBMs

Aside from the administrative processes listed above, PMBs offer additional services in an effort to improve
the quality and effectiveness of healthcare for their patients.

Mail order services

Many PBMs offer mail order pharmacy services to their customers, allowing them to fill their prescriptions
online or by phone. This inexpensive (or free-to-use) home delivery service is often convenient and saves the
customers time and money.

Disease management programs

Another common service provided by PBMs is a personalized program for the customer that involves

DOV A4
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the medications are working as intended. The PBM might also identify and suggest alternate treatments or
therapies that would be more affordable for the client.

The pros and cons of PBNIs

There's no doubt that pharmacy benefit managers have become a giant influence in the healthcare industry, m o v ‘»4
and with this comes a growing debate over their benefits and drawbacks.

The benefits of a PBM

Cost savings — Purportedly, the negotiations by a PBM can result in significant savings for all parties
involved.

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

Medication management — By flagging potential drug interactions or other issues, the PBM can help
improve patient outcomes.

The cons of a PBM

s Lack of transparency — PBMs rarely disclose their pricing agreements to the public.

+ Conflict of interest — PBMs are incentivized to send patients to certain drugs and pharmacies.

. polization or reduced petition — results in higher prices and fewer options for patients

Do PBMs help contain prescription drug
costs?

Generally speaking, no

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

* CVS Caremark — 34% of total PBM market share, by adjusted claims in 2021
DOvY 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, thus lining their own pockets. Such practices include:

® Placina name-hrand drias on the formulary instead of aenerics hecause thev reeeive a laraer rehate for



higher-priced drugs

Requiring pharmacies to sign contracts promising the PEM their lowest prices, which discourages
pharmacies from offering lower cash prices to self-pay clients

Keeping the difference when a patient's preseription drug costs less than the copay to fill it, which is
known as a “clawback”

Including “gag clauses” in contracts with pharmacies that prohibit pharmacists from telling patients they
could save money by paying in cash instead of using their insurance

Charging the insurer more for a drug than they paid the pharmacy for it and keeping the profit, which is
known as “spread pricing”

* Hiding their profit margins

Using formulary exclusions to force extra negotiation leverage against manufacturers, often to the
detriment of patients

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

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

It is also bad news for taxpayers and the U.S. healthcare system because generics save the system money.
According to the FDA, “Generic drugs have the same active ingredients and effects as brand-name drugs,
but they can cost 30 percent to 80 percent less.”

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

Their commitment to opacity has also increased. According to 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 attempt to introduce an additional non-transparent layer 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.”

What is a transparent PBM?

A transparent PBM is a pharmacy benefits manager that does not engage in the opaque and predatory
practices listed above — clawbacks, gag clauses, spread pricing, rebate holding, etc.

Instead, transparent PBMs operate on a “pass-through” or “transparent” model, in which they pass some or
all discounts and rebates they receive along to the insurer in 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 reason not to negotiate the lowest possible drug prices. This helps the health plan
and its members predict and contain prescription drug costs.
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One such transparent PBM is Sana's partner, SmithRx, which “is working to reduce pharmacy costs by

reimagining the traditional PEM as a Drug Acquisition Platform built on transparent modern technology that
aligns with the needs of our customers." Through transparency, SmithRx helps health plans and their
members save up to 50% on their Rx spend.

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

Related: Transparent vs. Traditional Pharmacy Benefit
Management (PBM)
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Pharmacy Benefit Manager FAQs

Whatis the role of the PBM?

Is CVS a PBM?

Who are the big three PBMs?

How do PBMs make money?

Are PBMs bad?
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If you or your passengers get hurt in a car accident, it's good to have coverage that can help pay for the unexpected
medical expenses.

Medical payments coverage is also known as MedPay. It's an optional car insurance coverage type that pays for your and
your passengers’ medical bills and other types of expenses, no matter who was at fault for the accident. But it's not

available in every state and you may have better options.

Compare Auto Insurance Rates
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= Get The Lowest Car Insurance Rates In Virginia! Get Rate:
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Save Hundreds On Dollars With The Zebra By Comparing Insurance R
Side By Side

What Does MedPay Cover?

MedPay generally covers the following types of expenses for you and your passengers, no matter who is at fault for the
car accident.

Ambulance fees

Dental procedures

Doctor visits

Funeral fees

Health insurance deductible and copays

Hospital visits and stays

Nursing services

Uninsured Motorist Coverage
Pay-Per-Mile Auto Insurance
PIP Insurance & No-Fault Laws
Gap Insurance

How To Buy Car Insurance For Your
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® Prostheses
® Rehabilitation costs
® Surgery

® X-rays
MedPay may also cover you if you're injured:

® Ina caraccident in someone else’s car

® From a car accident when you were a pedestrian

The amount of MedPay coverage you buy represents the maximum amount available to each person who is covered
under your policy. For example, if you purchase $2,000 of MedPay coverage and you and your passenger are hurt in a
car accident, yow'll have up to $2,000 each in MedPay coverage.

What’s Not Covered by MedPay?

In addition to a coverage cap, there are certain expenses not covered, including:

® Lost wages if you can't work
® Medical expenses not related to the car accident

® Replacement services for tasks you cannot perform due to injuries, such as housekeeping or child care

Where Can | Buy Medical Payments Coverage?

MedPay coverage is widely available in most states. In the following states, MedPay is required or it must be offered.

® Arkansas

Delaware

Maryland

New Hampshire

Oregon

South Dakota

Texas

Virginia

‘Washington

‘Wisconsin

In other states you may be able to buy MedPay insurance but there’s no requirement for the purchase or that it be
offered.

Do | Need Medical Payments Coverage?
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Car owners are required to buy medical payments coverage in two states:

® Maine: Car insurance in Maine requires at least $2,000 per person in MedPay.

® New Hampshire: You are not required to have car insurance in New Hampshire, but if you choose to buy it, you
must purchase at least $1,000 in MedPay coverage.

In most states, you will have the option to purchase MedPay, but you may have some better options. For example, if you
live in a state where personal injury protection (PIP) is required or available, it’s generally the better option (read more
about the differences between PIP and MedPay below).

If PIP is not available in your state, you may want to consider adding MedPay to your car insurance policy. If you or your
passengers get hurt because of a car accident, it can help cover expenses that are not covered by health insurance, such
as funeral costs and your health insurance deductibles and copays.

How Much MedPay Coverage Should | Buy?

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

MedPay covers certain expenses that your health insurance does not, such as funeral expenses and your health insurance
deductible and copay.

For example, if you have a high deductible health plan, MedPay can help offset the deductible if you get hurt in a car
accident.

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

MedPay and PIP are similar. While both cover medical expenses after a collision no matter who was at fault, a few key

differences set them apart:

® PIP covers lost wages if you can’t work due to accident injuries, while MedPay does not.
® PIP covers replacement services, such as other housekeeping or lawn care services, while MedPay coverage does not.

® PIP is required in 15 states and optional in four states and the District of Columbia, but is unavailable in other states.
MedPay is available in most states and required in Maine and New Hampshire (if you choose to buy car insurance).

@ MedPay is sold in small amounts (usually between $1,000 and $5,000) while PIP is sold in larger amounts,
depending on your state.

In some states, you may have the option to buy both MedPay and 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.

MedPay vs. PIP




Expenses related to a car accident

Does MedPay cover Does PIP cover
it? it?

Doctor and ER visit Yes Yes

Medical expenses such as surgery, rehabilitation and

medication & s

Lost wages No Yes

Replacement services (such as housekeeping or childcare) No Yes
Funeral expenses Yes Yes

What'’s the Difference Between Medical Payments Coverage and Liability Car
Insurance?

MedPay and liability car insurance cover very different types of problems.

Liability car insurance covers property damage and bodily injuries vou accidentally cause to others. For example,
if you cause a car accident and the other driver is hurt, liability car insurance pays for their medical expenses (up to
your policy limit). It also covers your legal costs if you are sued because of an accident.

Medical payments coverage pays for you and your passengers’ medical costs and other expenses (up to your
policy limit) no matter who is at fault for the accident. It does not cover property damage or your legal costs.

Liability car insurance is required in all states except New Hampshire and Virginia. If you get caught driving without car
insurance, you could face fines, penalties and even jail time.

MedPay is an optional coverage in most states. 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 know where to Learn More
start to find the right car insurance. W evaluated insurers to find the best car
insurance companies, so you don't have to.

D Was this article helpful? SHARE YOUR FEEDBACK

Next Up In Car Insurance

Best Car Insurance Companies Cheap Car Insurance Best Car Insurance For Seniors



Best Cheap Car Insurance For Teens How Much Car Insurance Do You Need? Compare Car Insurance Quotes

More from Forbes Apvisor

Compare Car Insurance What To Do If You Get

Rates (December 2023) Into A Parking Lot
Fender Bender
Tips About Car Insurance For First-
§ by Jason Metz Edito § by Jason Metz Edito €3 by Jason Metz Editor

Navigating Auto Worst States For Drunk
Insurance For Delivery Driving In 2023
Drivers

Do You Need Roadside Assistance Insurance?

é‘n‘ iy e i e By Jason Metz Editor & By Kelly Anne Smiith Editor

y @‘\ Ashley Kilroy



/Asniey 1s a personal TINance WIter and content creator. in pemnga TUNg WIIter at FOrDes, Sne WITes I0T SOI0 eNtrepreneurs as weil as I0r FOITune 500

T financial expertise, she provides millennials and soung professionals the tools and they need to better manage their finances.

Cookie Preferences



https:/'www_hofflawyer.com/general/2017/11/29/med-pay-pip-insurance/

SLH

at 03:55:14, 12/22/2023

Phone: (773) 944-9737

Fax:(773) 453-4161
LAwW OFFICE OF STEPHEN L. HOFFMAN LLC Email: stephen@hofflawyer.com

Firm Overview Attorney Profile Practice Areas Why Choose Stephen Blog ContactUs

Proudly Serving the Greater Chicago Metropolitan Area

So Does Med Pay Actually Pay?

November 29th, 2017

Posted By
Stephen Hoffman

Practice Areas

Motor Vehicle Accidents

Premises Liability

Medical Malpractice
*
% Products Liability

Dog Bites

ﬁ Workers' Compensation

For More Information

Name *

E-Mail Address

Phone Number

Best Time To Call



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 "med pay" is also known as PIP, which stands for Personal Injury Protection. Bothwill be found in most automobile

insurance policies.

Med pay will pay for your medical bills up to a dollar value cap if you are involved in a personal injury regardless of liability.

PIPis more

pansi ing on the policy definition and insurer, but ially pays for your medical and other similar bills after an accident.
Give Me An Example

You are in a rush to pick up your daughter from soccer practice at 5, yet just remembered you have a conference call at 5:30 and still have to get your son at his

friend’s house. You aren’t paying attention. Just like that, you've rear-ended the vehicle in front of you at the stop light.

The other driver claims his back s sore and the police come and prepare a report. You are given a ticket for failure to yield and a few other things. You natice

your neck is beginning to hurt and even causing your arms to tingle.

You call your daughter and let her know the neighbor will pick her up, call the neighbor to let her know, and then call your son and his friend’s mother to let

them know the new arrangements.

While the other driver may have a claim against you for his injuries and property damage (and you will. of course, report this to your carrier as soon as possible),

you are in pain and are going to the doctar tonight to get checked out. The doctor at the Immediate Care facility recommends 4 weeks of physical therapy.
Since you've just started a new job, you don't have health insurance yet. How will you pay your bills?

The answer lies in the "med pay” provision of your own auto insurance policy.

How Much Will My Insurance Pay?

Auto insurance in the State of |llinois must meet certain minimum standards. The bare minimal policy covers up to $25,000 per person per incident for personal
injuries, up to $50,000 per incident (meaning if there are multiple individuals injured, that is the most available from that insurance policy), 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 required to decline in writing the offer of UM/UIM coverage, which would normally mirror the liability limits, you do not have te be offered medical

payments or PIP coverage. That's right: some policies ['ve seen do not have any coverage for med pay!
What Should You Do?
Purchase your insurance from a broker; not online

Make sure you ask about your coverage. Make sure you ask for the dollar amount of med pay coverage you will have. | have seen some palicies without any,
some covering only $1,000, and most covering a mere $5.000. It is rare that people think this through enough to purchase insurance with significant med pay limits of

$20,000 or mere. That is what you should have if possible!

Does It Matter From What Company | Have Auto Insurance?

Message

This site is protected by reCARTCHA Enterprise and the Google Privacy.
Policy and Terms of Service apply.




Yes, yes. and yes!

The low end (“substandard”) carriers will always nickel and dime you. Your policy may actually say you have $5,000 in med pay coverage. So you go to the

doctor, send in the bills. and the insurance refuses to pay all the bills.
Why? How?

Many lower end carrierswill claim the bills were more than was a ‘reasonable* charge. Others will even require you to be examined by a doctor of their choosing as part of

the policy, to see if the bills incurred were causally related to the accident claimed.

Do not let yourself be played like this. Read your policy. Talk to your broker. Make sure you understand your rights and what the insurance can and cannot do. Good

companies will simply pay the bilis without question.
Medical Payments Is a Must
It allows you to get bills paid (even the portions your health insurance won't pay) even when you are partly, or completely at fault, without any questions.

It covers peaple inyour vehicle. Just think about your foreign au pair being your passenger in the crash we discussed earlier. Good med pay coverage would take care of all

her bills without you having to worry or feel guilty:

Takeaways

Understanding medical payments coverage/PIP coverage

Make sure you understand what is covered and in what amounts
Buy from a good company and a broker

Abide by your responsibilities under your policy

Keep your policy 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 apersonal injury lawyer.

If you've been in an accident and have questions, contact Chicago personal injury attorney Stephen L. Hoffman for a free consultation at (773) 944-9737.
Stephen has nearly 30 years of legal experience and has collected millions of dollars for his clients. He has been named a SuperLawyer, has a 10.0 rating on Avvo,
and is BBB A+ accredited.

Stephen handles personal injury and workers' compensation claims on a contingency fee basis, which means you don't pay anything upfront and he only gets

paid if you do. Don’t wait another day, contact Stephen now.
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How Does Medical
Payment Insurance Work?

After being hurt in a car accident, you need help with the bills. Whether it 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 money is 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 not incur a significant amount of debt.

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

What is MedPay?

MedPay is a type of auto insurance that pays for medical expenses associated with personal injuries
arising from an accident. It is not the same as auto liability insurance or health insurance. Instead, it
steps in 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
coverage kicks in quickly, ensuring your medical bills are paid before you have to wait for a slow-
coming auto insurance settlement or jury award. MedPay covers medical expenses for not only you,
as the policyholder, but also passengers and family members whe were in the car at the time of the
collision. This type of coverage covers costs no matter who was at fault for the accident and has no
deductible or co-pay.

MedPay insurance covers a number of of medical expenses arising 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 much you pay out of pocket following an accident.

What is PIP?

PIP coverage is 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 your policy.

Is it Required?

lllinois does not require drivers to carry MedPay or PIP insurance. lllinois only requires liability
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 be incredibly helpful after an accident.

How Does it Work?

If you have MedPay or PIP coverage, you should immediately call your insurer following an accident.
Your policy cannot kick in if your insurer is not notified of the collision and your injuries. You will also
need to file 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 make sure you benefit from the coverage you've been
paying for.

In regard to MedPay or PIP coverage, how it works will depend on whether you are using it as your
primary or secondary insurance. For instance, if your MedPay is used first, 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 MedPay or PIP insurance, contact Staver Accident Injury Lawyers,
P.C. immediately. We will work with your insurance provider to ensure your medical bills are paid
quickly or that you are reimbursed. When you have paid premiums for MedPay or PIP coverage, you
deserve to benefit as soon as possible. Additionally, we will help you file a third-party claim or a
personal injury lawsuit to recover from the driver who caused the accident and your injuries. By
working with the other driver’s insurer or filing a personal injury claim, you may be able to recover

for your property damage, medical costs, 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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Medical Payments Insurance After a Car Accident-What You Need to Know
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Can You Collect Medical Payments Benefits Even if Your Health
Insurance Has Paid Those Charges?

Most of the time, you can coliect Med Pay benefits even ifyour health insrance has paid those same charges.In other words, most Medical Payments poliies
are not excess policies They also da not refuse to s if your medica bills have «

I ather words, even ifyour healh insurance has paid your mecical bills, you can st collect your Mied Pay benefts by submitting your medical bils. Most
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Will the Insurance Company Pay Every Medical Bill Submitted Under the
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Finaly, insurance companies will not pay Med Pay benefisif they find the charges are inflated or excessive. The insurance companies have databases that tel
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Who Can Receive Med Pay Benefits?
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We can make sure that the Medical Payments benefits are paid and collected in a
way where the client receives the biggest financial benefit.
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Do the Medical Payments Benefits Need to Be Paid Back if There is a
Settlement With the At-Fault Party?
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Contact a Scottsdale Car Accident Attorney to Help You With Your Case

1fyou or aloved one wias infured i a car accdent, contact our aw irm today. Our car accicent attorneys have handled hundreds of ca accident cases. W

allowed to do and what they are profibited from doing.
P we recover for you,
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cantact our aw firm for a free consultation and to discuss your specificcase and ssues.
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United States Patent and Trademark Office (USPTO)
USPTO OFFICIAL NOTICE

Office Action (Official Letter) hasissued
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. Y ou must respond to this Office action to avoid your application abandoning. Follow
the steps below.

(1) Read the Office action. Thisemail isNOT 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. Y our 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 addressto 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
documentsto 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

» HiringaU.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

