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What does AB 114 do?

Helps patients:
0 Gag clause; Allows pharmacists to advise patients on the most cost-effective treatments for themselves.
o Clawbacks; Prohibits PBM from making a consumer pay a higher cost sharing than the cash price
0 Requires 30 days' notice for formulary removal or tier elevation

Protects pharmacists;
o0 pharmacies participating in a PBM's preferred network, that pharmacy accreditation standards will be consistent.
o PBM may not retroactively deny or reduce a claim after adjudication, UNLESS there was fraud, an error, or federal
law requires them to change it
o PBM can only recoup amount paid in excess of the otherwise allowable claim amount
o Provides for various procedures and safeguards against abusive PBM practices for routine audits

Creates a regulatory framework for PBMs;
0 Requires PBMs to be licensed by OCI. Begins a regulatory framework and provides consumers and providers a vehicle
to share business practice concerns.
O requires PBM's to submit annual transparency reports to OCI.

What is missing?

Disclosure of conflicts of interest?

mid-year non-medical switching protections for patients, allowing patients the security of knowing their treatment plans
would not be changed mid-year for reasons unrelated to health or safety.

Protection from predatory audits

e Transparency for patients, taxpavers, emplovers, and citizens
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Hometown Pharmacies

Family of Independent Pharmacies (67 Wi and 3 in Upper Michigan)

e High patient care levels - we know our patients and have high levels of
personal Iinteraction and information sharing
« Built to be a high service level to patients and very cost efficient for

employers and patients
 \We worked hard and took the risk of filling some of the voids of the

Shopko departure

Hometown Innovation:

 Vivitrol protocols to help opioid problem
* Drug neutralization pouches for safe opioid disposal
e Proactive healthcare initiatives
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5 Cost_s to Delive!’ Co_mpare_d 0 | comments
Prescription Services Big chains
We combine with largest independents and grocery store chains
1. Cost of Drug -$1.86 (7 billion) We still don’t get to big 3 chain level (oligopsony/
monopsony) but we are closer than most people anticipate
We spend more time with the patient - it costs us more - we do
2. Cost of labor to dispense -$2.00 this with purpose and intent as we believe patient interaction is
the RX ' very important and leads to better health outcomes and lower
overall costs - we actually work to help people move away from
prescriptions when possible
3. Cost of local overhead $3.84 We are more efficient as our stores are on main street
Versus most expensive corner in town - they have more
costs to heat, cool insure
We run an efficient operation - we have no need for an
9.32
4. Cost of corporate $ army of attorneys and accountants to answer to Wall Street
overhead Our CEO makes the same as a pharmacist
5. Ownership expectations $10.00 +++ Main street dividend versus Wall Street Extrapolation
(Profit)
Total: $19.32 +++

Point of slide Is to give evidence that independent pharmacies can compete
In a normal unbiased free market environment.
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Summary

We are built to be sustainable - except we didn’t foresee the market not having checks and

balances - preferred networks and exclusionary contracts effectively exclude patients and
employers from the most cost effective pharmacy solution.

Smoke and mirror communications about chain pricing being better Is refuted multiple times by
reviewing available data.

Chains have a lower limit (WAC - 72) and when PBMs offer WAC -80 - they pay Independents
less (Wac - 90). In essence we are their safety net.
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2018 National Health Expenditure: $3.6 Trillion
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UNITED STATES PHARMACEUTICAL SYSTEM
I
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HUMALOG

Where the Money Really Goes
Pharmacists United for IRUTH & TRANSPARENGY

BROKERS PHARMACY HEALTH
BENEFIT INSURERS
MANAGERS (PBM)
(Negotiates Discounts & -B &
E L| LI L LY Rebates; Contracts P ATI E NT S

with Groups & Insurers to
(Manufactures the Manage Pharmacy Benefits) WHOLESALERS PHARMACY

Insulin Drug) (Purchases from RETAILERS

Drug Manufacture (Sells & Dispenses
407 & Sells to Drug to Patients )
Pharmacies)

w5l e fsaller g

DEMAND TRANSPARENGY

*As reported by Eli Lilly 3/24/2019.

**Conservative estimate, actual price may be closer to S1. Most pharmacies in contact with PUTT have .:l Tl.' llthRX. or g
reported losses on all insulin dispensed due to below-cost reimbursements.
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EPIGATE

Where the Money Really Goes
Pharmacists United for TRUTH & TRANSPARENGY

BROKERS  PHARMACY HEALTH
l BENEFIT INSURERS
i MANAGERS (PBM)
MY |_ AN (N?:r‘a}e%tﬁfss ggﬁfﬂf “ '0-9 P AT| E N T S

with Groups & Insurers to
(Manufactures the Manage Pharmacy Benefits) WHOLESALERS PHARMACY
Epi-Pen Drug) (Purchases from RETAILERS

Drug Manufacture (Sells & Dispenses

& Sells to '
Piariasics Drug to Patients )

$274 $608

PHARMACY
NET PRICE COUNTER PRICE
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PATIENT LOSES- PLAN SPONSOR LOSES-PHARMACIST LOSES
PBM WINS

PBM, because of rebates, disincentivizes the patient from
choosing the Generic ($235 copay) for the more expensive

brand name ($15 copay);

@ Plan sponsor loses because they are paying nearly double for the
more expensive drug.

@ Patient loses because the cost will eventually show up in the
premium.

@ Pharmacist loses because they aren't being fully reimbursed for the

cost of the drug in either scenario, let alone covering dispensing.

(1) Brand name drug cost
Humalog 100 UNITS/ML (2) PBM sets patient copay 5503.88 (straight cost of the
(Brand name Insulin) at $15 for brand name drug Drug to Pharmacy™)
Drugy HUMALOS 100 UNITS/ML XWIEPE  Onhard 21 Last Qty 18 02/97 /20
—Flan Submitted=-Adjudicated—FlanPa ocpay-Last Copay Tug UEC—
EXEPREMED 5 713.11 § 469.09 454.09 5 T15.00 §  42.00 713.1L ||
/rj' D g Cost
3) PBM pays Pharmacy 5454.09 503.88 |
B) ,....:,..E._s._.-._ —gpFea Incentive Euleatﬂ.}: Price Margin |
Submitted § 7T00.12 S 12.9% 3 0D .00 Difference § 208.23

EXPREMED £ 465.08 § 00 8
EXPREMED ACQUISITION PRICING

.00 5 .00 ijy

-34.73 |
-_;

—ADDITICHAL MESSAGES
MAXIMUM DAY SUPPLY OF 180 JnLLﬂH'ED

(Buthox| (4) Pharmacist loses $34.79 on
acquisition of drug.

|

\

| Drug+* INAULIN LISPRO (1 UNFIT DIAL ':In.':ﬁ:l 1

LISPRO (1 unit dial) (2) PBM says patient copay | | (1) Ganeric drug cost
(Generic Insulin) on generic is 5234.54 $251.94 (straight cost of the
™, -~ Drug to Pharmacy®)

—Plan——Submitted-Adjudicated—FlanPay

entire cost with copay.

[+ T - oo 5 oL L]
o 5 00 % - 00

nxs-nmm:r naJUIﬂITIﬂH

PRICING

Copay—Last Copa) D“Iﬂ 1:5.-:
EIPREMED & 383.05 & 1234. 54;/ 00 % 14 . 54 f:.:.ﬁ: 42 .00 2 E-:-;E
251 .94 |

(3) PBM says patient picks up e Incentive  SalesTax

Frice Marg--:
Differenca 5 111.1l1
5 1=-H|:1 -.lllll-

 ADDITIONAL MESSAGES—
TRANSITION FILLCLOSED

REFRAIX) .

F'DEH.WGEII‘NH DAY SUPPLY OF 180

“ED. |huthorizatiom |

acquisition of drug.

(4) Pharmacist loses $17.40 on

= SiEght coske WhEt 78 prETMaCy e e detriouion for e pranTecaUic, dnge ot inclcsr embanced pranmecy oosks
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Only Provide

oy Y . Ty o 5. Portion of R
Clawbacks Multile MAC Spread Drug Negative Formulary : Audit Recovery
s e Pricing Reclassification Remits Fees Point of Sale Retention
< Rl = e = i Rebates <
Maiipulafe  Mampuate T 7 e Twed G Fad G i
Reiacted Compound NDC Switch elling a are anagemen R epackage ail Copay
C{aims Clalzms s 1 Y_qur Data _Fees Fees Mail Rtofil AWPs Waiver
R ! s S o e T M g c li—ecta' C‘OHECL\ c -’ 'I - Charge«' g
R_'ébate 'Re'ba!e' Collect OTC Collect Insulin Non%ﬁndiary g:?};?:g prrg;gv?p Clgiemu' E-Al sd;din ggﬁ:?n?g;gr
Haflpulanon Rgtentnpn Rghates Rgbates Rebates RBbatae Pricing iEaas of Rebates
5 & ] Tt Manipuigte  Manipulate  Manjpulate  Manipuate  Mampulate  Manipulate
t DIR Fees M Fees FavoredNations ~ Reversed Non Plan OTC Device Vaccine 3408
MAC Lists MTMFee o :
ot e g . Pricing Claims Claims Claims Claims Claims
L it b i sk I - Dis enée, g Y Negoiate Rebate
No Confirm N FL' ¥ th' h Take'Spread ChargerAdmin Create'Spread 90 ng*y'g'ﬁi,t Encourage Theg:l'ShTJT)I?"Dmg
Pricing based DUE?[s:sElairnl:lslg on Compound Fees for on Repackaged Charge for Waived From Thier
on AWP Claims Vaccinations NDCs 100 Days Co-Pays In-House Pharmacy
i ol x Negoiate Rebate Lo - L b ol _Sister
Reclassify L Ty Using Early'Refill 'Y 1T Reimburse POSRebates Companies
Generic as tﬁ‘::‘g}: Rules toIncrease " Zero : :‘I‘I:ng;ﬂ?te Pharmaciesat  Skew Ingredient Collect Other
Brand More Yearly Refills i i i Post AWP Pricing  Cost Discounts Rx Monies
FieldsRemoved ~ Remoye Refil T Selgctirig Dispense PricgFixing No Caifing
from System too'soon G;g Orders Higher Rebate-able Alleged Collusion for Pharma
Access at Mail MR acies AWPs. Drugs with Pharma Price Increase

12



HOME/[ITITOWN

PHARMACY

Is this why the only coverage allowed is through mail

ORDER PHARMACY OWNED BY insurance’s PBM?
(Usually CVS/Express Scripts/Optum RX)

ALL Reimbursements/Payments Below Are Determined
& Processed by CVS’s Owned PBM CVS Caremark

$20.64

How Much CVS How Much CVS
No Insurance Reimbursed/Paid Our Caremark Reimbursed/Paid
Good ﬁJ [ t Card Preferred Pharmacy Only Their Mail Order Pharmacy
| S After Media Involvement 8x More Than Our Preferred
($10 Copay) Pharmacy ($0 Copay)

BRE Tiomhano Tansmreney TTUthRX.0rg
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NCPA

NATIONAL COMMUNITY
PHARMACISTS ASSOCIATION

WISCONSIN INDEPENDENT
PHARMACIES

e From 2009-2018, 33% of
Wisconsin’s independent
pharmacies have closed.:

« From 2013 to 2018, independent
pharmacy closings in Wisconsin
are over 6 times higher than the
national average.?

« According to the United States
Census Bureau, Wisconsin’s senior
population has increased by 15.4%
from 2010 to 2017, increasing the
demand for pharmacy services in
the state.

Independent
Pharmacies
in Wisconsin

Decrease in Independent Pharmacies in Wisconsin
500

400

300

200 — fr—

100 — m—

0o

2009 2013 2018

3 NCPA 2010 Digest by Cardinal Health (2010% Cf NCPA 2018 Digest by Cardinal Health (2018}
4 NCFPA 2014 Digest by Cardinal Health (2014}, Cf. NCPA 2018 Digest by Cardinal Health (20181

§ United States Census Bureaw, Armerican Fact Finder: 2010 Wisconsin, available at https.dfactfinder.census.gov/faces havistpages/fommunity_facts xhitml (last visited June 10, 2015
Cf. United States Census Bureaw, American Fact Finder: 2017 Wisconsin, available at https.dfactfindercensus.gov/faces/navist/oages/community_facts.xhtml (last visited June 10, 201590,

WISCONSIN

14
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All PBMs are
Not Created
Le[IE]

“..that current PBM
models lack transparency
and are overly

§ 77

complicated.

PHARMACY

Hybrid

Traditional

PBM retains a network spread,
rebates, and other revenues
streams as compensation.

Transparency & Pass-Through
are not the same.

PBM Model Revenue Streams Disclosure

Traditional No limits None
Transparent Some limits Required

Pass-Through Strict limits Required

Varies Sometimes

Pass-Through

PBM charges client the exact
amount it pays pharmacies. PBM
iIs compensated with an agreed
upon fee for service.

15
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Who are PBMs?

76% of the all prescription
claims are processed by
the “Big 3”

PHARMACY

PBM Market Share, by Total Equivalent Prescription Claims Managed, 2018

CVS Health (Caremark) / Aetna’ — 30%

Express Scripts’ | -
OptumRx (UnitedHealth)® |GG -
Humana Pharmacy Solutions |GGG 7%
Medimpact Healthcare Systems | 6%

Prime Therapeutics |G 6%

All Other PBMs + Cash Pay* E 4%

1. Includes pro forma combination of claims processed by Aetna. Excludes double counting of network claims for mail choice claims filled at CVS retail pharmacies.

2. Includes Anthem. During 2019, Anthem claims will be transitioning to IngenioRx.

3. Includes Cigna. By the end of 2020, Cigna claims will transition to Express Scripts.

4. Figure includes some cash pay prescriptions that use a discount card processed by one of the 6 PBMs shown on the chart.

Source: Drug Channels Institute research and estimates. Total equivalent prescription claims includes claims at a PBM’s network pharmacies plus prescriptions filled by a
PBM’s mail and specialty pharmacies. Includes discount card claims. Note that figures may not be comparable with those of previous reports due to changes in publicly
reported figures of equivalent prescription claims. Total may not sum due to rounding.

This chart appears as Exhibit 76 in The 2019 Economic Report on U.S. Pharmacies and Pharmacy Benefit Managers, Drug Channels Institute. Available at

http://drugch.nl/pharma
il DRUG CHANNELS
B INSTITUTE

16
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“Drug channel

companies are
MUCH bigger than
Manufacturers.”

Adam Fein, PhD

TOWN
PHARMACY

Drug Channel Companies on the 2018 Fortune 500 List

Annualized
2018 Market Revenueper Profit as Profit as Return Total Return
Fortune Revenues Revenues, Value (asof Employee % of % of to Investors to Investors Employees

Company (stock symbol) 500 Rank (SB) %vs.2016 3/29/18) (5M) Revenues Assets  (2007-2017) (2017) (000s)
McKesson (MCK) 6 $198.5 3.1% $29.1 $3.1 2.6% 8.3% 10% 11.9% 64.5
CVS Health (CVS) 7 $184.8 4,1% $63.1 $0.9 3.6% 7.0% 8% -5.7% 203.0
AmerisourceBergen (ABC) 11 $153.1 4.3% $18.9 S7.9 0.2% 1.0% 17% 19.4% 19.5
Cardinal Health (CAH) 14 $130.0 6.9% $19.7 $3.2 1.0% 3.2% 6.0% -12.8% 40.4
Walgreens Boots Alliance (WBA) 19 $118.2 0.7% $64.9 $0.4 3.4% 6.2% 8.8% -10.5% 290.0
Express Scripts Holding (ESRX) 25 $100.1 -0.2% $38.8 $3.8 4.5% 8.3% 7.4% 8.5% 26.6
Rite Aid (RAD) 94 $32.8 6.9% $1.8 $0.5 0.0% 0.0% -3.4% -76.1% 70.4

Average 25 $131.1 3.7% $33.8 $2.8 2.2% 4.9% 7.6% -9.3% 102.1

Median 14 $130.0 4,1% $29.1 $3.1 2.6% 6.2% 7.7% -5.7% 64.5

il DRUG CHANNELS -

INSTITUTE

DRUG CHANNELS
INSTITUTE

Source: Drug Channels Institute analysis of 2018 Fortune 500 list
Published on Drug Channels (http://www.DrugChannels.net) on June 12, 2018.
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PBM Average
Wholesale Prices:
A Non-Constant

There are 40 total AWP’s
for Nexium 40mg ranging
in price from
$78 - >$10,000

PHARMACY

Fallacy of Average Wholesale Price (AWP)
Contracting

AWPs have no relevance in projecting final client costs from PBM to PBM;
therefore, the intent of any employer should be to procure medications at
the lowest cost per pill.

Nexium 40mg (AstraZeneca) Quantity: 30 Pills

PBM NDC Code AWP AWP for 30 Discount Disp. Fee Total Rx Cost

PBM A 00440786190 $10.51 $315.30 -15% $1.50 $269.51
PBM B 54868451003 $8.60 $258.00 -16% $1.00 $217.72
PBM C 50436312101 51325 $397.50 -17% $0.75 $330.68
PBM D 68115086730 $9.52 $285.60 -24% $0.00 $217.06
PBM E 47463054030 514.13 $423.90 -40% $0.00 $254.34

ASTRAZENECA 00186504225 $7.52

Fiduciary PBM 00186504225 8752 $225.60 -15% $3.00 $194.76

18



HOMECLYLTOWN

PHARMACY

What will you pay your PBM for brand and generic drugs?

w “Brand Drug” means a prescription drug identified as such in .‘s master drug file using indicators from
P B M P rOfI t Leve rs First Databank (or other source nationally recognized in the prescription drug industry used by i} for all

clients) on the basis of a standard Brand/Generic Algorithm utilized by [l for all of its clients, a copy of
which may be made available for review by Adminisrator, Client, or its Auditor upon

. . . . request. Notwithstanding the foregoing, ceriain prescription drug medications that are Ii?cnsed anq tI]cn
| Shifting Generic claims into the Brand currently marketed as brand name drugs, where m:;\; cxil;tslhat u:;a: :;cb (121 mmpedl;ung prescription
" . T . medication that is a generic cquivalent and interchangeable with the marketed brand name drug, may process
e Category for "inflated savings” Optics 2 “Generic Drugs” for Prescription Drug Claim adjudication and Member Copayment purposes.
B‘ 6000 R T —— e i — S S .y S SRy
, 5000 5000
5000 e —_—
B — “s000 3000 o Beware of this contract language!
3000 S
' 2000
- 1000 SO e  First, the pricing source is very open ended and allows PBM to pick the
j 0 better unit cost price between the various providers (MediSpan and

TRUE Generlchrand PBM Optlcs Gen ric/Brand FDB).
h e This allows PBM to move a large number of claims of generic claims

(mln Fe@ BTt ARk | e (AWP -7.50%) to be moved to the brand category (AWP- 17.00%) for
guarantee purposes. This falsely “inflates” the brand category and
provides the appearance that brands are achieving a higher discount
when in reality PBM is moving generic claims that processed at AWP-
77% to the brand category which raises the overall effective rate.

e Theline that states “There exists at least one competing medication” is
not in the clients’ best interest. This is allowing PBM to move the
majority of medication to another category for guarantee purposes,
many other PBMS have language that states medication must be
produced by more than 2 manufacturers.

e Thelastline indicates that the adjudication logic is not consistent with
the guarantee logic.

Example: Moved 2000 claims that
processed at AWP-77% into the brand
category that has a guarantee of only
AWP-17%. This falsely gives the client
the impression of a successful and
competitive contract.
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Pharmacy Benefit Managers
Wall Street darlinas with Deep Pockets

IndexedPrice

2000 - 2007

+1,000% PBM

+4634% Clinical Labs

+460% Renal Dialysis

+397% Skilled Nursing

+117% Home Respiratory
+107% Med Tech

+28% Large Cap Pharma
+2% S&FP 500

1/3/00 10/26/00 8/17/01

sowrce: Factset, as of 4,/30/2007.

6/12/02 4/4/03 1/27/04 11/19/04 9/12/05 7/6/06 4/30/07

PBM includes: CWVX [while active], ESEX, MHS, and ADVEF fwhile active].
CLIMNICALLARS includes: BRTL, DX, LH, 5P, and LABS [while active].
MANAGED CARE includes: AET, WLF, CI. UNH, CWH, HNT, HURM, P HS, SIE. and WiC.

REMAL DIALYSS includes: BT [While Active) and DWA.
HOMERESFIRATORY includes: LMCR and AHG.

SKILLED MURSIMNG includes: BEY, EXE, GHCI, KWND, HCE, and MHC.

WWHOLESALE DISTRIBUTION includes: AR, CAH, and MCK.

LARGE CAF FHARMA includses: ABT, AZN, BAMY, LLY, G3K, Pharma, MEK, NWS, PFE. RHHBY, MY, 5GP, and YWYE.

MED TECH includes: MDT, B3X, GDT, 5T1. ZMH, SYE and BAMET.
HOSPITALS includes: CYH, HZA, HMA, LPNT, THE, TRI, and UHS.

2006 2007

FY  YID
+1% +28%
+17% ({1%)
+6% (4%)
+21% +33%
(2%) +4%
(3%) +4%
+14% +7%
+14% +5%

20
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Pharmacy Benefit Managers
Who's Payinge The Hidden Business

Pharma Spend

3150
billion
1/3 OF WHAT
WE SPEND ON
DRUGS
GOESTO
MIDDLEMEN
S6
billion
_____ TR . e i o o il TR
Adson TV Rebates/Discounts

Largely Middlemen

21
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Pharmacy Benefit Managers
What's Now - New Alignment

Corporations are assuming multiple roles in the pharma supply chain

b Unitedieattheare Anthem. || walmart MCEKESSON | 7 =

Ut rcctinitn e - Anthem Humana >< CENTENE
| a

medco

(i ‘r‘HT/t!
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What does AB 114 do?

Helps patients:
0 Gag clause; Allows pharmacists to advise patients on the most cost-effective treatments for themselves.
o Clawbacks; Prohibits PBM from making a consumer pay a higher cost sharing than the cash price
0 Requires 30 days' notice for formulary removal or tier elevation

Protects pharmacists;
o0 pharmacies participating in a PBM's preferred network, that pharmacy accreditation standards will be consistent.
o PBM may not retroactively deny or reduce a claim after adjudication, UNLESS there was fraud, an error, or federal
law requires them to change it
o PBM can only recoup amount paid in excess of the otherwise allowable claim amount
o Provides for various procedures and safeguards against abusive PBM practices for routine audits

Creates a regulatory framework for PBMs;
0 Requires PBMs to be licensed by OCI. Begins a regulatory framework and provides consumers and providers a vehicle
to share business practice concerns.
O requires PBM's to submit annual transparency reports to OCI.

What is missing?

Disclosure of conflicts of interest?

mid-year non-medical switching protections for patients, allowing patients the security of knowing their treatment plans
would not be changed mid-year for reasons unrelated to health or safety.

Protection from predatory audits

e Transparency for patients, taxpavers, emplovers, and citizens
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