Attachment G

What Is a PBM?

. + In December, 1999, a National Association of
Tran sparency in Pharm acy Boards of Pharmacies Task Force defined a PBM

Benefits =

. A] person that administers the prescription
Brad Young, Rx Plus Pharmacies t[irgggdevice portion of health i:gurancg plans on

. behalf of plan sponsors, such as self-insured
employers, insurance companies, and health
maintenance organizations, and that engages in, or
directs, the practice of pharmacy.

Brief History of PBMs PBMs Are Unregulated

+  The role of the PHM hay evolved fi Imply adtninlateri jption drug and + PBMsare the only anregulated player in the prescription drug bencfit chain. Asz
device berefits for plan sponsors. resnlt of this lack of oversight PBMs have had dozens of lawsuits filed by the
federsl government, state private i HAMOs, unions and
individusls. .

«  When PBM first came fo the murket place their core function swas claims
p g 2nd administration. Currently, PBi a3 middlemen for and
betwoen plan sponsors, consumers and retail pharmucy outlets,

PBMs have had to respond ¢o lifigation alleging brezch of contract, breach of
fiduclary duty, fraud, ind and viok under the Uniferm
Deceptive Acts and Practi m .

¢ Today, they negotiate rebates, discounts and other fees, switch plan members fo
drugs that provide the highest profit for the PBM, ot necessarily to the drugs that

provide tho groatest savings to the savered enfities. +  The defondants to these Lawanits have been the “big three” PBMy, Caremark,

Medco, and Express Scripis. Taese PBMa retain the mafority of the national
mar for pi p drug services for covered entities.

Industry

Health care benefit digests for employers are suggesting that “teue transparency™
is the only way to keep drug costs down,

The Nation’s Response

+  “DalcBrowna vice Ident for Medl a broad range of health
t PBM eare industry cxpericnce including ph benefit i
O S both Medco and Caremark” He advises in Beneflis & Compensaticn Digest,
Jangary 1006;

“True fransparcacy is about full dlsctosnre. True transparency means you know

what revenues the PEM receives and where these revenucs come from.” ... be sure

the PBM provides fall disclosure of contract terms and all revenue it recefves from,”
Pharmaceutica] manufecturers.” The best way to ensure true transparency b by
baving the right to audit. This allaws you und yoar professionat auditor the evility
fo audit a PBMs contrects af any time to ensure what yoo are s¢ld is what is being !
delivered.” f1]
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Legislative

«  Sogreatls tho problem of rising drug costsa ;wn—pxrﬁmn alllance of state
legislators from L0 siates and the Durnctu!' Columbia have come together and

formed the National Legislative A ion on Pr ] Drug Prices. Ina

letter they wrote to the Federal Trade Commission they stated:

v “PBMs often direct individuals tor drugs that provide ke PEM with the highest
rebates, and the greatest margins, while failing to pass theve savings an fo purchasers.
s The operations of the PBMs are gften not transparent, which enables them to
engagein these practices withour rtgulamﬁ from marketforces. There have been
and federvatl i 7 and fons that have
uncovereda variety of deceptive and, ﬁmdukmpmmca by PBMs. "L

Employers

- “University of Michigan discovered an amzzing fact: The companles that tons of
thonsands of ¢employers bave klred fo help them hold down the ever-tising cost of
prescription dregs can actually drive them wp.™

+  “The Acn Arbor Universlty dropped the flve beneflt managers it kad been working
with, hired a single new manager that hax less controf over bew the drug plan is
administered and imposed strict new rolez These changes cnabled UM fo held ity
drug spending to $43 million in 2003, ar §8.6 millicn less than it would have pald
and held dawn costs for employces.®[1]

¢ Acoalltion of 52 empluycn...endomamw punhaslng model for pharmacy
bepeflt manxgers that wonld require greater d the gronp inclodi
Caterpiflar, IBM, Starbechs and Verizon Communications—said that it weald
collectively reduce hy 9% it3 53.7 billlon in annual prescription drug spending by
contracting with PBMx that agree to the plan."[2]
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Judicial Branch

+  Tn April, 2004, 20 state Atforneys General annocnced a settlerment with Medce
Health sclofions... the 20 state attorneys generals allege that drug switches acteally
resulied In Increased costs io health plans and padients...[1]*

+  September8, 2005 the United State Attorney Pairick Meehan issued a press release
announcing the settlement agreement with Advance PCS, a Caremarksubsidiary
for £137.5 miilion to resolve civil fraud and “The
resolves cluims ender the False Claims Actand the Pnbl.u: Contract Anti-Kickback
A from (I) 7 made by phar fo Advance
PCS in the form ofmmivexdminu'mrwe fees and over-priced products and
services agr reward for [ bl of the
munufamuen' drugs..."{;l
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What Has Colorado Done ?

Legislative Attempts

Attempts at PBM Transparency
and Regulation

2005 Health Care Task Force

+  National perspective, Dick Cauchi, health progmm director, National Conference of
Stale Legisiatures

+  Owerview of 2004 Sunrise Report, Julie Hoemer, deputy dirsctor, Department of
Regulatory Agercies

= Need for reguletion of PEMs, Mark Kinney, executive: director, RxPlus Pharmacies,
Mike Feeley, ettorney, Mark Riley, executive direstor, Arkansas Phatmacy Association

»  PBM parspective.Peter Harty, vice president government affrirs, Medco, Allen Home,
vice prestdent government affairs. Caremark Rx

. ’.He.ﬂl.h Plans perspective, Anthemn Blue Crogs and Blue Shield

. Business perspestive, Raiph Poltock, chairmaan, Business Council on Health Care
Cmgdiﬁon. Colorado Association of Commerce and industry

+  Consumer perspective, AARP, CoPIRG, Calorado For Health Care/SEIU

5BO6-164
Concerning the Business Practices of
Pharmacy Benefit Managers

Bill Summary:
= Requires PBMsto disclose 1o a covered entity any direct or tndlrect ormership ffecests

+  Reguires the PEM to perform [is duties with cave and in good faith and with fair deakings.

= Defines “Paymenis received by the PEM* 2z any § sdminhirative fees, pharmacy network fees,
by the PBM from: drug swi rebates or discounts, the
differente beteeen what the PBM pald the phacmucist and what they charged the covered
entity, and the sale of health data.

+  Requires b d entities and the PBM g pravialon
al!mrhlgmrco\:nd enfity access to “Payments recelved by the PBAM.”

*  Makesa violation of the requirements of this section a civil action between tha covered entity
and the PEM.




What Does the State Need to Do?

> Audit stafe PBM Conéracts

*Pass Transparency for State PHM Contracts







