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A REVIEW OF NINE STATES
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. Background and Overview

Since the mid-80's, spending on prescription drugs has started increasing faster than all other
componentsof hedth care. The sheer increase in the drug component of employee health berefits,
prompted most employers and hedth plans to aggressively seek cost contairment and uilizaion
solutions on how to better manage their drug benefits. This high growth in prescription drug
spending raises serious concer ns among states as employersas wel asthe sate€' s employees, their
familiesand sateretirees. These concerns are complicated by awide array of interrelated issues of
affordability, an aging workforce, cost impact of chronic conditions, and the integra role
pharmaceutical advancements and dternativesplay in keeping people healthy and alive.

This paper exploresthe experiences of nine states by first highlighting leadership imperativesand the
use of a strategic framework for making decisions and setting priorities around health policy, cost
containment and design of employee drug benefits. Second, this paper examines a wide range of
effective and innovative srategies to better manage drug coverage, costs and utilization while
focusing greater attention on those beneficiarieswith chronic conditions.

Updated Trendsin Drug Spend Paid by Statesand Other Payers

Demand for drugs will continue along with increasesin spending, according to a revised report on
U.S. hedth spending projections for 2004-2014". The factors which constrained drug spending
growth between 2001 and 2002 from 14.9% to 10.7 % (between 2002 and 2003), are expected to
maintain their ‘dampening efect’ and will help brake the rate of growth according to the report
analyds. What “factors’ dampen the rae of growthaccording to thisreport? Increased ava lability
and consumption of lower cost generic drugs, more people covered under tiered-copayment drug
plans, shifts to over-the-counter products, and rasing consumer cost-sharing.

In 2006, the same report, forecasts total prescription drug spending will grow by 11.6 % in a $249
billiondollar industry. Medicare drug spending in 2006isexpected to reach $69 hillion, representing
a $67 billion shift in funding for goproximately 38.9 million enrolleesin the new Medicare Part D
benefit. The shift comes from two primary payers, Medicaid and private payers. Medicaid s share
of thetotal drug spend isexpectedto dropfrom 18.1%t0 9.4% in 2006 as dual-€eligibesreceive drug
coverage through Medicare. Private prescription drug spending is projected to account for 76% of
all drug spending in 2005, falling to 59% in 2006, a “decline of $23 hillion.”

Medicare Part D will provide M edicare benefid aries with drug coverage as 1) part of a Medicare-
managed care plan, 2) a drug-only private plan under traditional Medicare, or 3) through private
insurance employer-sponsored retiree health plans®. A majority of retireeswith employer-sponsored
drug benefits are expected to retain their private health insurance coverage.

Prescription drug spending inthe U.S. was $179.2 billion in 2003 and approximately $200.5 billion
in 2004, nearly four timeslarger than the amount spent in 1993%. Even though prescriptiondrugcosts
account for only 11 cents of eachdollar spent onhealth care in this country, the drug component has
grown at double dgits for the past eight years’. According to the Kaiser Drug Trend report, three
main factor s drive increasesin prescription drug spending: utilization, types of prescriptions used,
and manufacture price increases. Utilization accounted for 42% of the overall increasesin drug
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spending from 1997-2002. Newer/higher priced drugs replacing older, lessexpensive drugs
contributed 34% to the increase, and price inflation for existing drugs represented 25% of the
inorease.

Analygscitemultipleassumptions supportingtheir predictions that cost and utilizationincreaseswill
slow through the year 2014. What factors underpin slowing the rate of growth, a key objective of
state governments? Answer: expansion of proven, effective plan management tools such as prior
authorization and step-therapy, additional increases in consumer cost sharing, and market price
factors such as more drugs coming off of patent or drug products for chronic conditions such as
alergies, shifting to OTC status.

Employers Proactive and Aggressiveon Costs

Employers (public and private) want to be proactive versus reactive when assessing options,
implementing sound decisions on benefit spending and simultaneously be responsive to employee
needs, such asincreased workplaceprevaence of chronic conditionsand demand for new t her gpeutic
trends. Employers fundamentaly understand what’sdriving drug costs nationally, but find it difficult
to nail down the specifics on their own plan spending and demographics, according to MED STAT
analyds. They need totake action to identify the significant cost drivers, including top diseases and
chronic conditions, that are cogsing the company the most in dollars, absenteeism, and loss of
productivity.®

Public employers operate primarilyinaconmmercial-like environment by off ering a variety of “private
insurance” plans (HMO, PPO), in many cases sdf-funded by the date. States are increasingly
sophisticated in adopting private-sector cost containment strategies such as tiered formularies,
utilization management, employee copayments, mail order, step therapy, and negotiaing discounts
frommanufacturers Stategovernments however, also facea number of obgacles in their attenpts
to make further improvementsin their employees’ health and drug benefits. Theseinclude legidative
mandates, collective bargaining agreements, and obstacl esto consolidated purchasing, performance-
based contracting and vendor contract arrangements.

As employers, health plans, and other plan sponsors take aggressive and innovative steps to offer
cost-effective and clinically responsible prescriptiondrug benefits, the employee and the prescriber,
who have been shielded from cost and quality information, will need education and coaching asthey
shoulder more responsibility for making wise and health choices.

What Challenges Exist? What Strategies and Tools Do State Employers Use?

Nine states were selected for further study of effective, innovaive, and emerging drug benefit
management practices andtoolsinstateemployee/retiree programsandin bulk purchasinginitiatives.
The participating states include Georgia, Massachusetts, Mississippi, Ohio, Oregon, Pennsylvania,
Rhode Island, Washington, and West Virgina.

Six of the nine gates identify that thar priority strategies for controlling cost and use of the
employees' prescription drug benefit must be in alignment with the state and the agency’s overal
objectives. Fiveof the ninestatesindicatethat srategiesmust improve carefor chronic and complex



conditions and one-third of the states indicate impact in terms of savings on the drug benefit is
important while also reigning in cost of medical premiums for health benefits.

Methods Used for this Report
Sdlection of Sates as Employers

Following completion of a Literature Review, nine states were identified for further study on the
subject of proven and innovative drug cost management toolsin state employeelr etiree programsand
in bulk purchasing initiatives. The states featured in this report are Georgia, Massachusetts,
Mississippi, Ohio, Oregon, Pennsylvania, Rhode Idand, Washington, and West Virginia. Thesestates
met several criteria, inthat the state stood out as an innovator or early adopter of cost and utilization
management strategies, had at |east two cost containment initiativesfor amnimumof one year, have
reported “results’ in costs and/or utilization, and may have one or more specific straegiesthat are
afocus of increased scrutiny satewide or in the country.

Qualitative I nterviews

Methods used for thisreport included an on-line Feedback Formto capture sate demogr aphics and
drategic objectivesof the statel eadership and specific to the empl oyee bendfit program. Information
captured in the Feedback Form guided direct telephone interviews with the key state officials and
personnel responsi bl e for employee health benefits and the prescription drug component. Six key
topic areas provided the focus to 1) the online Feedback Form, 2) structured interviews and 3) the
capture of supporting information and data. The sx topic areas covered the State' stop challenges,
grategic framework and approach to decision-making, key attributes of cost management strategies,
measurement of impact and effectiveness, emerging issues and trends, and findly, state insightson
future research and technical assigance needs.

Thein-dept h qualitativeinterviews weresupplement ed by examination of Feedback For msubmissions
and secondary sources of information such as state government and agency websites.

Limitations of Report

The parameters of time, resources, and relianceon respondents submi ssions, imposed certain limits
onthe scope and details contained withinthisreport. The scope did not include conducting sitevisits,

nor anexhaustivereview of “ best practices’ among dategovernment asemployers. The examination
of innovation, and best practicesinthisreport isaqualified one. The author believestheparticipating
states and variousdrug benefit management practices are deserving of recognition and further study.

The goal here isto identify and dissaminate informetion about cost and utilization management
practicesbeing implemented or underway to better manage spending on prescription drugsincluding
methodsstatesuse to dign drug benefit desgnto enhanceoverdl hedthof gateworkers, dependents
and retirees. The individud statesand grategies discussed within thisreport, may provide the states
who participated and other sakeholders with a val uable exchangeof ideas discussion onthe merits
of emerging sraegies, and benefit design innovations needing further st udy.



1.  Strategic Framework
Top ChallengesFacing Employers and Employe -Sponsored Drug Benefits

Drug costs and demand are driving changes in plan benefits, but despite state and state employee
agencies efforts to slow the rate of increases, the total cost—the employer and employee share--
continues to rise dramaticaly. Cogs are just one aspect sae employers face in their search for
solutions to the drug benefit conundrum. State policymekers are navigating a highly complex
environment in their efforts to balance the state’s available financid resources with an array of
interrelated challenges:

. Cost trends that jeopardize sustainability of employee and retiree benefits,

. High political stakeswith unions, providers and constituents may cause states to lag behind
in adopting effective private sector strategies,

. Accessto drugs and coverage issues associated with changes to the drug benefit design;

. Lack of reliable and/or easy-to-retrieve cost, quality, perfor mance information;

. “Value” impact of medidnes on an aging workforce and increasing prevalence of chronic
conditions,

. Buy-in barriersto cost-sharing and resistancefrom consumers and providers to change; and

. Conflicts in purchasing models and vendor business practices.

Benefit consultants frequently advise their employer clientsthat traditional cost management tactics,
when applied incrementally, experience limited success in sustaining impact and control over
pharmacy costs and use by consumers, and may actually have a potential downside impact on other
component costs such as hospitalizations and emergency room visits. State governments are
becoming more strategic in the development and implementation of a broad mix of policies and
practices that can be sustained in both the short and long-term plans of the state. Thisis the focus
of thisreport.

In arecent study released by Hewitt Associates, it wasfound among 500 mgjor U.S. employerswho
cover morethan six million beneficiaries that companiesbelieve incremental change and traditional
cost containment methods areinsufficient to close the gaps between inflationary increases, consumer
and provider demand, and what theemployer can afford.® Stategovernments liketheir privatesector
peers, are also recognizing the need for next-generation cost containment strategies that impact on
costs, influence smarter consumer behavior, requireinvesmentsin decigonsupport toolsand provide
communication and education that result in better outcomes for workers, their families, and ther
employers.

Case Study Snapshots

Active management control of employee pharmacy benefits can lower drug spend dramaticaly.
Having a strategic framework that providesthe backbone for decison-making and effective benefit
management isreceiving much more attention inthe literature.” Public and private sector employers



are pinning their hopes on acombination of srategiesto avoid the double-digit drugtrend growth
of the pest five years.

For their candor and sharing of detaled program initiatives the states are to be commended,
epecially for sharing critical insightson what works and what frustrated their efforts. These states,
with geographic presence in all regions of this courtry, are cautiously optimistic about the future of
employee drug benefits and the potential impact of long-range strategies not only on drug spend
trends, but employee health.

Common themes in the following state examples of a strategic framework include:

Consolidation and centralization, restructuring to create joint purchasing opportunities,
rewar ding high performance and cost efficienci es, building capacity and infrastructure, use
of joint labor-management teamsto build concessions, policy innovationswith emphasison
evidence-based tools, and worker benefits' structure impact on date “ fiscal fitness.”

Conglidation and Centralization of Multiple Programs

Georgia’'s General Aseemiy authorized creaion of a centralized super-agency inresponse
to growing concernsover fragmentation of hedth caredelivery atthestaelevel. Their god:
To become*“anationa leader ininnovative heath planning, promotion, progressand services
to improve community health.” The aggregation of multiple health programs, benefit plans
and three state agencies into the Department of Community Health (DCH) has provided
Georgia with a lead planning agency for dl health issues in the areas of hedth policy,
purchasng and regu ation.

Georgia'sDepart ment of Community Hedthadminigtersall sate-funded phar macy programs
--Medicaid, PeachCare for Kids, Board of Regents Heath Plan (BORHP) for
higher-education empl oyees and the State Health Benefit Plan (SHBP) for state employees.
Giventhe potential advantagesand related challenges, the state adopted an approach focused
on proven management grateg es from the private sector to control costs and utilization of
prescription drugs With redignment of agency resources the Department of Community
Hedth (DCH) is charged to: “serveas lead planning agency for health issues in the state
maximize the state's health care purchasing power; minimize duplicaion and maximize
efficiencies by removing overlapping functions and streamlining uncoordinated programs;
develop a health care infrastructure more responsive to consumers while improving access
and coverage; and promote wellness.”

Consolidation occurred on July 1, 1999. A nine-member board provides policydirection and
setsrulesand regulationsfor the Employee Benefit Plan, whichincludesresponsihility for plan
design, member and employer contribution rates, and approving contracts for insurance,
hedthservices, and administrative services. The new Board succeedsthe Board of Medical
Assigance aswell as subsuming aut hority of the State Personnel Board in mattersregarding
the State Health Benefit Plan. The Composite Board of Medical Examiners, the State
Medical Education Board and the Health Strategies Coundl are aso under the Department
for administrative purposes.



Consolidation and Centralization of Multiple Programs - Cont’d

In January 2003, Pennsylvania's Governor Rendell signed an executive order creating an
Office of Health Care Reform (OHCR), charged with advanang the state's health reform
agenda and streamline an inefficient multi-agency system of hedth care. The date's
Pennsylvania Employees Benefit Trust Fund (PEBTF), formed years ago through collective
bargaining to manage the health berefits for active employees, partidpates in discussions of
issues with OHCR. PEBTF Board members include seven union trustees and seven
management personnel. The Commonwealth providesa collectively bargained amounttothe
Funds in this defined contribution plan and, the Trustees make all the decisions regarding
benefits levels and eligibility.

The executive office of the governor contracts with PEBTF to administer the retirees
benefits. Theexecutive branch retains policy andadmi nigrative authority to deter minebenefit
level and digibility. “There are only minor disadvantages to the structure, and major
advantagesof economies of scd g, |ower administratiioncostsand other cost saving initiatives
by piggy backing onto the active employees,” according to Matt Waneck, Group Insurance
Section Chief.

Restructuring to Create Joint Purchasing and Resource Coordination Opportunities

Washington’ slegislatureacknowledges through passageof SB 6088 that prescription drugs
are an effective and important pat of efforts to maintain and improve the health of
Washington residents. However, increases in cod and utilization are severely siraining
resources of many stat e health care programs. The Health Care Authority (HCA) ischarged
with providing access to quality affordable health care—which extends to each of its health
careprograms. Badc Health (private plan coverage for low-income residents), Comnmunity
Hedth Services (nonprofit clinics for uninsured, under insured and Tribes), the Public
Employees Benefit Board (PEB B) and the newly created Prescription Drug Program.

2003 L egislation created Washington'sPrescription Drug Programto develop a consstent
evidence-based methodol ogy for identifying preferred drugs within atherapeutic class, make
drugs more affordable to Washington residents and to state hedth care programs, and
increase public awareness of safe and cost-effective use of prescription drugs. HCA
adminigers the program working with the Departments of Social and Health Services,
Medical Asdstance Administration and Labor & Industries.

Led by HCA, an “ Agency Medical Director's Group” (consisting of eight state agencies),
was created to identify new waysto improve quality of care; ensurecost -effective purchasing
of hedlth careservices, and smplify administrativeruleson provider sparticipatingwith stat €'s
hedthcare programs. Express Scriptsisthe PBM under contract with HCA and theworker's
compensationprogram, but Medicaid still retains benefit management servicein-house along
with negotiation of prescription drug rebates.

In 2001, West Virginia s Public Employees Insurance Agency (PEIA) led a coalition of RX
Issuing States (LA, MS, MO, NM, and SC) to collaborate on executive activities and



Restruduring to Create Jaint Purchasng and Resource Coordination Opportunities - Cont’d

enabling legislation to create joint purchasing opportunities, counter detailing, uilizaion
activities, pharmaceutical strategies, and advocacy activitiesfor the group. Asaresut of the
effortsof theinitial steering Work Group, RX 1S established an ASO (Administrative Services
Only) model to hire a common Pharmacy Benefit Manager that negotiates and purchases
drugs for states' ermployees and/or Medicaid.

The intended benefits. reduce phar maceutica costswithin state employee and/or Medicad
programs, capture rebates from manufacturers, and reduce per-unit administrative expenses
The hurdleswereseverd: multiple state regulations, political will, different practice patterns,
and time allocation. One year later, several benefits were realized and passed to the States:
al rebates dueto utilization, market share and rebate administrative fees. For West Virgina,
PEIA'sindvidual savingswere $6.6million, with rebates of $14 million (~11% of drug spend,
up from 5% in 02). The drug trend for 2003 was 11%, far below the 23% originaly
projected for 2003. 1n July 2002, PEIA executed new contracts with participating states
Missouri, New Mexico and West Virginia, followed by Delaware and lastly by Ohio, July 1,
2004. All total, over 700,000 lives are covered.

Recently, theWest Virginialegidatur epassed the West Virginia Phar maceutical Availability
and Affordability Act of 2004 creating the VW Pharmaceutical Cost Management Council.
Themission: to promote healthy communities; protect the public health & welfare, and make
every effort to provide affordable prescription drugs to al sate resdents. Membership
includes five public members: a licensed pharmeacist/retail, a pharmaceutical manufacturer
with WV A operations, a primary care physician, a beneficiary, and an employer offering Rx
coverage. The Council has authority to investigate the feasibility of purchasing Canadian
drugs, estaldish a pricing schedule; explore numerous strategies, policies and programs
associated with reference pricing for prescription drug purchases and pricing in the date;
study fiscal impact of the Medicare Modernization Act (Part D Prescription Drug Card);
implement certain programs i.e., a pharmaceutical discount program recommend date
responsi bilitiesand rule-making; and identify potential useof savings. Initsshort history, the
West Virginia Council, comprised of lay professionals and gate agency professionals, has
delivered four statutorily mandated reports and was instrumental in passage of a resolution
to establisha new posgtion, that of Pharmaceuticd Advocate.

Rewarding High Performance and Cost Efficiencies

Massachusdts history of successes in managing employee hedth benefits provides a solid
track record to build new initiatives such assharing cost increaseswith enrollees and creating
incertivesfor employeesand providersto takeresponsibility for health decisons. The Group
Insurance Commission (GIC), established fifty years ago, administers health insurance and
other benefitsto the Commonwealth’s enployees, retirees, dependents and survivors. In
addition, GIC coverspersonnel from Housing and Redevelopment and some retired municipal
employees and teachers. The Group Insurance Commission is a quasi-independent state
agency governed by an 11-member Commission appointed by the Governor. Representation
includes labor, retirees, public taxpayers, administration, and economic professionas. The
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Rewarding High Performance and Cost Efficiencies- Cont’d

mission: Deliver high quality care at areasonable cost. Several health coverage options are
available to employees:. they include anindemnity plan, aPreferred Provider Organization
(PPO), Point of Service Plan and multiple HMO plans. 1naddition, GIC aso offers two-
pretax programs—aHealth Care Savings A ccount and D ependant Care Assistance Program.

Addressing Massachusetts cost problemisamgor goal. GIC workswith vendors selected
through competitive bidding to offer cost-effective servicesthrough rigorous plandesign and
careful management. GIC’ s strategic plan includesamagor component of collecting datato
demondrate cost efficiendes of doctors and hositals. Through collaboraion with health
plans, Gl C hasimplemented tiered health benefit plansthat reward high performing providers,
and incent enrolleesto choose qudity and cost- effective providers by requiring less out-of-
pocket. Tiered physicians' prescribing patterns ae one of the various components that
undergoes review. GIC has also received nationd atention as a model of government
working collaboratively with the private sector to address cost and quality issues. These
efforts are not without challenge many coming from providerswho are apprehensve with
aranking process and making resultspublic. The initial findings are presently being discussed
with providers.

Building I nfrastructure to Support Long-range Planning

Mississippi’ s Office of Insurance changed the way they managed their employees’ health
benefits plan in 1994. They are now self-inaured supported by a new agency infrastructure
that was recruited to gain the necessary functional expertise. Ten yearsago, certain actions
were taken, which included carving out the pharmacy benefit and utilization management
from the contract with the state’'s third-paty administrator, currently Blue Cross of
Missssppi. Acoording to the date, this helped the state capture and control the level of
detal on the pharmacy benefit, associded cods and utilization of the drug benefit, and
addressed concerns associated with the state agency’ s dgpendence onone vendor to do itall.
Agency daff review clams data on a regular bass and evduate trends and high
cost/utilization patterns. The state agency recdaves recommendations from the PBM,
consultants, and the agency’s actuary. The agency then evaluates the impact of proposed
changes and present final recommendations to the Plan'sgoverning board for approval.

Rising costsassociated with prescription drugstopseverything inthe state’ s challengesto be
addressed. The legislaturesays “the state cannot pay for increases’ and the state employees
say “they can't shoulder any more out of pocket.” According to the state's Insurance
Administrator, Therese Hanna, the agency staff spendsthelargest shareof their time, looking
at contaning cogs with an eye toward developing a long-term strategic gpoproach to benefit
initiatives. Mississippi’s personnel turnover isat alow 10%, meaning most employees stay
with the benefit plan through retirement. According to Hanna, “ Targeting cost containment
on certain drugs might save us noney today, but if it’s not done right, it will cost us much
more down the road.” Hanna represents a unique <ill set for her role as Insurance
Administrator. The state specifically recruited leadership kills associated with experiencein



public health and public policy. Hanna isquite unique among her peer group in the current
indugtry.

Joint Labor-Management Committee Successfully Builds Consensusand Concessions

Ohioisaleade staeinahighly organized labor market when it comesto influencing action
oninitiativesthat ensureaccess and aff ordabil ity of prescriptiondrugs. Concern over big cost
hikesfor drugsand out-of-pocket costsmotivatesateworkerstowork withther unionsand
their employer. Effortsfocus onhow best to preserve health benefits and prevent additional
cost-shifting to theworkforce and their families. Health benefits are administered throughthe
Human Resources Division, Office of Benefits Adminigration Services, the Department of
Administrative Services (DAS).

Ohio’s state employee benefits are collectively bargained. Prior to contract negotiations,
DASandthe Joint Health Care Committee, comprised of representativesfrom unions and
management, explore a variety of options to curtail health care and pharmaceutical cost
increasesforthestateand itsemployees. As aresult of thesejoint |abor-management efforts,
the sate hasbeen able to successfully negotiae rates with health plans that included changes
inthe employees copay and coinsuranceamounts resulting in monthly premiums that remain
relatively unchanged.

Policy Innovations in Response to Cost Crises Drives Heavy Emphasis on Evidence

Oregon has beenaleader for anumber of yearsin responseto past cost crises by developing
policy innovations that continue to serve as modes to other state purchasersand managers
of state-sponsored health benefit programs. Despite their innovations, the state still faces
complex problems that according to Jean Thorne, Administrator for the Public Employee
Benefit Board (PEBB), “requires a vison and a long-term strategy.” In 2002, Oregon’'s
Public Employees Benefit Board (PEBB) characterized the current mark etplace as‘ broken’
and sought help to actualize a Vidon 2007 that focuseson anew state of hedth statewidefor
itsmembers. A number of componentsunder pinthe Stat€ svision: evidence-based medicine
to maximize hedth and utilize dollars wisely; improving quality and outcomes; promoting
consumer educationand informed choices; market and consumer incentivesto encouragethe
right care at the right time; system wide transparency through explicit and under sandable
reports on costs/outcomes/data and benefits that ae affordable to the state and its
employees

Oregon's heavy emphasis on evidence-based medicine, is particularly important given the
continual cost increases in hedlth care and prescription drugs, Oregon's Public Employees
BerefitsBoard is seeking systems of care that include enhanced coordination, efficiency and
accountability.  During 2004, PEBB contracted with FACCT (Foundation for
Accountability), a nationa nonprofit organization focused on heath qudity measures and
consumer education, to help review the prescription drug programsto date and develop
criteria and program recommendations that would be incorporated in an RFP released in
2005. Note: FACCT was disbanded in late 2004, and David Lansky, PhD, the former
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Policy Innovationsin Response to Cost Crises Drives Heavy Emphasis on Evidence - Cont’d

President (and the person who worked with PEBB), is now working with the Markle
Foundation, according to Jean Thorne, Administrator for the Board.

The work of Oregon'sHealth Services Commission is nated for itsrole in prioritizing health
care services. The Commission's out puts include the Prioritized List of Hedlth Services, the
development of a Prioritized List of Benefit Packages and focused efforts on savings that
could be achieved thru the ‘ elimination of obsolete treat ments, redundant diagnostics, and
ineffectively treated conditions.

Perhaps, more importantly—and more directly tied to prescription drugs-is the work of the
Hedth Resources Commisson (HRC), says Jean Thorne, Adminidrator. The HRC, in
collaboraion with the Oregon Health and Sciences Univesity (OHSU) Evidenced-Based
Practice Center, has undertaken systematic evidenced-based reviews of prescription drugs.
Moreinformation is found at:

htt p:/ mwww.oregon.gov/DAS OHPPR/HRC/index.shtml

. Washington’s General Fund and Health services accounts deficits have caused significant
budget cuts across state agencies including the state’ slead agercy for four health programs,
the Health Care Authority (HCA). Although the Public Employee Benefits Board (PEBB)
receivedincrease funding, thefundsdid not fill the gap of rising costs, so PEBB members saw
increased premiums and higher out of pocket for brand name drugs. The increaseof 20% to
providehedth carecoverage to Washi ngton state empl oyeeswas not unique whencompared
its neighbor state of California who was experiencing Smilar increases for their employees
during the same time period. The newly created Prescription Drug Programis ajoint effort
and conggts of five main components: a M edicaid Prescription Drug Assstance Program,
a Senior Prescription Drug Discount Card, a “ Pharmacy Connections” program, a Senior
Drug Education Program, and an evidence-based preferred drug lig (PDL) with a
Therapeutic Interchange Program (TIP). A progress report was just submitted as mandated
in January 2005.

Washington’ sHCA uses itsexisting pharmacy benefits management contract with pharmacy
benefit manager, ESI, to devel op an endorsing practitioner database that allowspractitioners
to sign up asan endorsing presaiber and allows pharmeacists to determine the status of the
provider. ESI alo coordinates with HCA on outreach, customer support, and providing
statistical data to the agencies

Worker Benefits Structure Contributes to State's“ Fiscal Fitness’

. Rhodel slandisan early adopter of cost control strategies, but the current administration has
identified the need for additional controlsto achieve further reductionsin health care costs.
The executive office believesthis requires an examination of all partsof the system: insurers,
providers, usage, prescription drug costsand tort reform
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Worker Benefits Structure Contributes to State's“ Fiscal Fitness’ - Cont’d

Rhodel sland’ sGovernor Carcieri describes date spending as out of control with threeyears
of sructural deficits of more than $200 million per year.® He described a vision for stae
spending that proposes $62.8 million in car efully chosen cuts and state personnel reforms to
closethegap in state spending deficits, citing a$23.7 million-cost increasein state employees
hedth care benefits believed to be“too generous” The inarease of 18.3 percent inone year,
reflectstotal spending of $153 million, which has nearly doubled inpast fiveyears. Proposed
state personnel reforms include higher individual contributions for hedlth and prescription
drug benefits.

For 2005 several actions are pending & the time of this report. The Governor is creating a
seniorlevel health policy advisor toidentify options andopportuniti es, assembling community
leaders to address mgjor cost drivers causing escaating health premiums. The Department
of Health isinvedigating the feashility of Canadian drug purchases and rule changes to
attract more insurersto thestate and legislation to reducecostsassociated with lawsuits In
addition, the state will striveto bethe first “well” statein America, with 20% of dl workers
having access to disease prevertion and health promotion in the work site by 2006.

In 2004, Rhode | dand’ sexecutive branch launched a* Fiscal Fitness” team of 55 employees,
an outgrowth of the “Big Audit” to study ways to reduce costs and streamline operations.
The primary target: $180 millionin savingsper year for next five years, totaling $650 million
in savings. The scope of these savings will draw from organizational changes, overhead
consolidations, personnd benefit reforms and operational improvements. In examining
worker benefits, Rhode I sland concludesthat the health bendfit structure is“ out of step” with
privatesector, federal employeesand two neighboring gates M assachusetts and Connecticut.
The full report was published March 2005.%° Included in the report, are examples of Rhode
Idand’s steps to smarter buying. For example, ‘the new United HealthCare Contrect to
administer the state employee health care program will save taxpayers $25 million in
administrative fees over the previous contract with BCBS of Rhodelsland. A new Preferred
Provider Network will help Rhode Island better manage pharmeceutical costs, with acual
savings as of February 28, 2005 of $1.5 million. With better monitoring and controlling the
“maximum allowable costs’ of individual prescription drugs, Rhode Island has saved an
additional $468,000.’

Stateempl oyees have a long history of generoushedth berefitsat no cost to the employee!
Stateemployeeswill now sharein the cost of health care benefits among non-union classified
employees with resulting savings of $400,000. A smilar cost-sharing program is currently
being negotiated with various unions of organized state employeesthat has projected savings
of more than $18 million annually. A comprehensive study of the state’'s current employee
hedth plan recommends updating copayment amounts, evaluating covered services, and
encourag ng use of generic prescriptions
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[11.  Pharmacy Benefit Management Strategies Examined

The root causes of inflation in pharmacy berefit costs and use are not new to state employers.
Despite early adoption of traditional cost control methods, state employersare facing thereality that
these traditional methods inclusive of managed care plans' performance, are not sufficient to keep
pacewith today’s challenges of enauring asugainakleworker benefit.

In the states, employee benefit programs are leading the way though implementation of effective
benefit design strategies that arecost-effective and member-attractive. States demonstrate that they
are highly motivated to enaure that their employees and retirees pharmacy benefit programs are
focused on securing thebeg outcomes a the lowes posshble cost.™

]
Case Study Snapshots

Below are descriptions of current dateinitiativesto control costsand use of employee drug benefits.
Critical insightsfrom each state are represented, often in the state’ s own words, on some of the most
promising and pioneering approaches to managing employee prescription drug benefits.

Administrative Efficiencies and Coordination

As of Jure 2001, Georgia’s Department of Community Hedth (DCH) consolidated drug
purchasing thr oughafinancial buying arr angement withasinglePhar macy Benefit M anager
(PBM). ExpressScripts Inc. (ESI) was contractedto act as PBM for Medicaid, PeachCare
for Kids, and the State Health Benefit Plan for employees (SHBP). In addition, the Board
of RegentsHed th Plan(BORHP) was al s included in this contract. Savingswere expected
toresut fromthe networkof providers negotiating d scountsand rebates, prior authori zation
of certain drugs, and significant plan design changesrelated to drug utilization the following
year, i.e., threetier formulary. The Medicaid drug purchases have snce been excluded in
order for the state to keep its Medicaid rebates.

Georgia’s State Hed th Benefit Plan (SHBP) had recently incurred considerable losses with
increases in drug expenditures of more than 25% before the phamacy programs were
combined under a snge pharmacy benefit manager. The year after implementation of the
PBM contract, DCH personnd say the rae of drug cost increasesdropped to17 %. Georgia
identified a number of tactics to achieve savings and streamlining such as changes to the
hedthplan coverageoptions, expanding itsM aximum Allowable Cost (MAC), implementing
a“Customized Preferred Drug List,” program oversght via a centralized super-agency, and
contractingwith one Pharmacy Benefit Manager. Of these, thestater eportsthetop strategies
having the most impact in managing the drug component for state employees are: “preferred
drug list management,” “prior authorization inclusive of quantity leve limitations and
adoption of step-therapy programs; concurrert and retrospective drug utilization review.”

The Department has reduced the annual growth rate in its pharmacy program expenditures,
but continuesto look for waysto cortain cogswithinthisfastest -growing component among
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Administrative Effidencies and Coordination - Cont’d

dl four health plans. The state, through its PBM, implemented several drug managemert cost
control initiatives. a point-of -salessystem; an aggressive maximum alowable cost (MAC)
program; a most-favored nation program with improved enforcement; a three-tiered
co-payment gructure applied to a preferred drug list; an expanded prior authorization
program; a policy of cost avoidance for members with other hedth insurance; and clinical
intervention programs

DCH is currently engaged in a contract re-bid* for the department’'s Pharmacy Benefit
Manager. Objectives for 2005 range from developing a strong data infrastructure across
program lines, education incentives for physicians, improving patient compliance and
outcomes associated with treatment regimens, vendor transparency, passthrough of rebates,
and helping DCH manage the pharmacy benrefit as a more integrated component of total
health care cods.

InApril 2004, Pennsylvanialaunched anew intiative, the Commonwealth Pharmacy Policy
and Administration Project, intended to centrdize prescription drug policies and
administrative functions of al the stat€’ s pharmacy programs. The Pharmacy Policy and
Adminidration Project is an outgrowth of work started in March 2003, by the Governor’'s
Officeof Health Reform, throughits Medication Tak Force. One co-director comesfrom
the state’' sSPACE program. Theother co-director isthe Governor’ s chief of gaff in the Office
of Hedth Care Reform.

The Governor’s Office of Health Care Reform (GOHCR) playsthelead rolein coordinating
the project. Specific goalsinclude: Uniform policies and procedures; negotiation of fees,
prices, and rebates; centralized oversight of procurement of prescriptiondrugsfor programs
that directly purchase from the manufacturer; coordinate collection, analysis and
disseminationof data; act asclearinghouse of knowledge and technica expertiseand monitor
national trends and best practicesin other states. ThePennsylvaniaEmployeesBenefit Trust
Fund (PEBTF) management participates as part of thiseffort and isinvolvedin a consolidated
audit project every two months, to monitor the result and effectiveness.

Consolidated Purchasing and Administration

Georgia covers dmost two million recipients between Medicaid, the SHBP and the Board
of Regents, with pharmacy costs and use rising substantially across all three plans. Between
fiscal year 1999 and 2000, Georgia's M edi caid pharmacy expendituresincreased almost 23%
to approximately $539 million, excluding drug rebates. Georgia’ sconsolidation helped the
state create a change agent in the Department of Community Health (DCH) with added
flexibility to implement plan design changes, leverage purchasng powe in aggregate
purchasing arrangements with vendors, and optimize the impact of applying consstent
management strategies across disparate programs and benefit silos. The Drug Purchasing
Programistheonly consolidated purchasing under DCH currently, and it hashaditsshare
of unigue obstad es not encountered in the private sedor.
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Consolidated Purchasing and Administration - Cont’d

The state's approach to consolidated purchasi ng and streamlining admini stration proved easier
for Georgiato adopt inther traditional commercia plans offeredin Georgds Sate Health
Benefit Plan (SHBP) for employeesthanin M edicaid. Medicaid and PeachCare for Kids(the
state’s SCHIP program) both have less program flexibility and must comply with Federal
rules. According to Jerry Dubberly, Director of Pharmacy Services, dl statesfacethe same
dilemma“when managing benefitsin an environment whereyoumust treat preferred and non-
preferred drugs differently for different program coverage and different popul &ions, it isnot
conducive to negotiate and contrad drug rebates across three separate lines of business.”
Note: The state did originally plan to institute a common preferred drug list across dl
programs, but as of 2004, the state started using a different Preferred Drug List (PDL) for
Medicaid and PeachCare for Kids, to maximize the state's ability to solicit supplemental
rebates from drug manufacturers under thesefederally subsidized programs.

Inarecent internal evaluation, the question wasasked. “ To what extent hasthe state saved
money by combining all health care purchases under DCH?"

The state's evauation confirms that drug purchasing isthe only area of conslidated health
carepurchasng under D CH currently. The combined drug purchasing was achieved through
the use of aPharmacy Benefit Manager. DCH personnel believetherate of increasein drug
costs declined after implementation, but no information had been developed on the exact
amount of cog savings directly dtributable to combining drug purchases isolated from
servicesprovided by the PBM and reaulting plan desgn changes. The report notes that the
averageincreasesin Per Menmber Per Month(PMPM) drug caosts for state workerswere only
5.27%, compared to most heath benefit plans experience of 17%- 19% during the same
period.

. In Oregon, the Public Employees Benefit Board (PEBB) was created in 1997 by merging
two predecessor boards- the Sate Enployees Bend it Board and theBargaining Unit Benefits
Board. By bringing two boards together, PEBB is expected to deliver increased efficiencies
and more leverageinthe markeplaceto get abetter deal for members and the state. PEBB
Is the largest employer-based purchaser covering a diverse geography of urban, rura, and
frontier areas.

PEBB currently contracts and administers the medical, dental, life, accident, disability and
long term care insurance benefits for ~ 110,000 employees, dependents and 3,000 retirees.
PEBB operates within the Oregon Department of Administration Services and offers several
hedthplans. afullyinsured PPO underwritten by Regence Blue Cross Blue Shieldof Oregon
(95,691 PEBB members); afully insured HM O option contracted out to Kaiser Permanente
NW (15,236 PEBB memberg and two lower cost medical and prescription drug plans
through Regence Blue Crossand K aiser Permanentewith eigibility restricted toretireesand
par t-time employees only.

. Active employee benefits areadministered by Pennsylvania’ sEmployees Benefit Trust Fund

(PEBT F) with joint management and union representation. All decisons are made by the
Board of Trustees. The fund contracts with AON Consulting for professional advice on
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benefit issues. Retiree benefit plans are set by the Governor’ s Executive Offices supported
by fund staff who serve as adviors to the active health plan and provide recommendations
on the retiree benefits, generdly to take advantage of the hedth fund's purchasing power
whenpossible. Pennsylvania hasaseparae contract withMellon Human Resour ce consulting
to obtain profesdonal advice on plan desgn. The Governor’s Office of Health Care Reform
(GOHCR) is charged with oversight and coordination of Pennsylvanias health care policy,
and has input on retiree benefit design issues. The fund’s PBM idertifies patt erns of use and
recommends specific interventions, such as in the recommendation to cover and reimburse
diabetic supplies for retirees. The Governor’s Office of Health Care Reform, is looking at
consolidation efforts, but thereareno immediate joint purchad ng eff ortsfrom the perspective
of employee benefits due to the politics and redlities of labor relations; most of the state's
bargaining agreements wererecently collectively bargained in August 2003.

In West Virginia, the RXIS (Rx Issuing States) project was spearheaded by West Virginia
and targeted public employees RX benefits in five states totaling 700,000 lives. ESl isthe
competitively bid PBM in each of the member states. A Weg Virginia-based pharmaceutical
council istasked to evaluate various methods to cortain cogs and improve administration
through such actions as the creation of a “drug czar,” a drug purchasing agreement, and
reference drug pricing, etc. There is a possibility West Virginia may expand the digible
entities who can participate. A Joint Purchasing subcommittee has identified vertical and
horizontal pooling opportunities to be evaluated by the newly created Pharmaceutical
Advocate.

Of the various pharmacy bendfit strategies put in place, Ohio claims success in several
accomplishments: becoming a member of a multi-employer coalition (RXI1S) with annual
state savings of $4.3 million; achieving additional transparency standards in PBM contract
negotiations asaresult of RX1S and, individuallyimplementing afour-tiered copay structure
resulting in additional savingsassodated with increased generic utilization and cost shifting
to employees.

Information Systems and Common Data Repository

Georgiahastaken aggressive gepsto standardizeits databases to enable data to be accessed
and utilized for comparative gudies and benchmarking across Medicaid, PeachCare, the
SHBP and the Board of RegentsHedth Plan. Asearly as 2002, DCH decided to implement
a comprehensive health care information sygem to consolidate three different computer
platformsthat could not interface across Medicaid, PeachCare for Kids, the SHBP, and the
Board of Regenis Hedlth Plan. The state identified “significant opportunities’ to gan
adminigtrative efficiencies, build data element uniformity, meet HIPAA requirements and
realize savings from consolidation of data ornto a single, common plaform.

The customized date-of-the art technology project entitled “MHN” represented a highly
complexproject. The new systemwasintended to support DCH'sneeds in processing health
careinformation, withimplementationphased inthrough FY 2005. Ultimately, DCH planned
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I nformation Systems and Common Data Repository - Cont’d

to capture and analyze information about Geor gia shedthcaresystem, i dentify hed th needs
and trends, and develop policy recommendations and health outcome initiatives.

DCH launched competitive procurement and awarded the contract to Affiliated Computer
Services, Inc. (ACS) as prime contractor and system integrator. The procurement
represented the first time in the industry that asingle vendor washired by astateto process
both M edi caid and state employee health benefit claims. The Medicaid phase of the project
wasimplemented in April 2003. The second phase called for integration of the hedth claims
payment sydem and menbership enrollment management system for state employees.
Increased cods associated with delays in system implementation, along with operational
issues resulted in the second phase of the project between DCH and the vendor ACS being
cancelled.

. The Group Insurance Commission recently recdved the Massachusdts Hedth Data
Consortium’s award, “Investing in Information,” for two programs that help identify
opportunities for potential intervention to improve members care and reduce potential
medical errors. Theprogram through Tuft’ splanuses softwareto detect inconsistencieswith
best medical practices and derts the patient’s physician. The “Unicare” program gives
patientsperiodic health carestatementsto help themember improvehis/her ownhedth care.
Commission personnel say they work with a great database, made up of both medica and
prescription drug claims.

. InMississippi, thestateagency capturesall medical anddrugclaimsdatafrom theMEDSTAT
executive management sysem. It supports animportart part of the date’s strategy to have
timely access to the data and to be ableto constantly monitor what’s going on in the berefit,
according to the administrator. The state receives data from three vendors (the PBM, the
Disease Manmagenent Vendor, and the Third Party hedthinsuranceadminidrator). Internal
agency staff devote significant time to analyzing and modeling proposed benefit changes.

. Ohio’s Human Resources Division, in the Department of Administrative Services (DAS)
receives information and regular reports from the state’s three vendors: the Third Party
Admindrator (Medica Mutual of Ohio), the PBM (Express Scripts), and the disease
management vendor (Matria) for the state’ s sel f-insured PPO population of active employees.
The state does not currently require uniform reporting guidelines and hasdifficulty in getting
standard reporting form the managed care plans The plans use different guidelines, show
variation in target intervertion and plan design, and have different ways of reporting data
This one issue was identified by the state as providing the impetus to carve out disease
management fromthe PPO plan.

The state agency itself, belongs to the State and Local Government Benefits Association
(SALGBA), anational organizationwhosemembership i ncludesmunicipal, courtry andstate
government benefits administrators and hedth promotion professonals The assodation
represents40 st atesand 144 local jurisdictionscomprised of fivemillion employees, amillion
retirees, and gross hedth benefit expenditures over $14 trillion per year. The State utilizes
the resources and the network to research activities in other states and locals. 1 n addition,
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DAS, isanew participant in the Integrated Benefits Inditute, and a Benchmarking Program
associated with absence management and state workers.

. In Oregon, AON, Inc. is the human resource and hedth benefits consultant to Public
Employees Benefit Board (PEBB). AON consulting conducdts analyses upon request and
servesin arole of being the keeper of the claims data, both medical and pharmaceuticdl.
During 2004, PEBB contracted with FACCT, the Foundation for Accountahility, to help
review the prescription drug programming to-date and develop criteria and program
recommendations that would be incorporated in the RFP released in 2005. FACCT was a
national nonprofit organi zation and health policy research, now under theMarkle Foundation.

AON Consultingwasasked to 1) conduct an analysis of the PEBB prescription drug program
including modeling potential use of an evidence-based reference-price formulary and 2)
conduct a financid review to explore self-funding the prescription drug component of the
PEBB program. AON Consulting provides insurance and risk management, human capital
consulting in the areas of enployee berefit, process redesign, and analysis of proposds.

. InPennsylvania, top level reportsare received from the state' sPBM and the state hasonline
access to the pharmacy data, which includes full range custom reporting capabilities. The
Pennsylvania Empl oyees Benefit Trust Fund (PEBTF) has afull-time audtor dedicated to
monitoring the prescription drug program, including performance against the current
guarantees in the PBM contract. All of the hedth plans, including the pharmacy benefit
manager are required to send dams tapes monthly to PEBTF. PEBTF contracts with
Ingenix, afirm created by UnitedHealth Group, to manage the data and allow for custom,
detailed reporting. Ingenixisanaional health data informationand research company that
provides data warehousing and decision management systems

. InRhodel sland, the depar tment of administration and the benefitsadministrator solicited the
assistance of the University of Rhode | dand’'s (URI) Hedlth Care Utilization Management
Center (HUMC). HUMC is under contract with the State, provides consultant pharmacy
benefit management services, whose scope includes clinical, strategic planning, marketing,
contract development and maintenance, research, and quality management.

For specific conditionsor diseasestates, i.e., asthma, HUM C examinesutilization of products,
costs, and drug product contraindications. Rhode Idand through its contractor conducts
pharmacy benefit review and anal ysesind uding utilization analyses. The HUM C scope under
contract includes identifying opportunitiesfor cost and utilization control that have not to-
datebeen fully utilized, according to the Associate Dean & URI. HUM C expresses cautious
optimism moving forward with the new insurance verdor for employee benefits, United
Health Care.

. Washington date’s gods include streamlining administrative procedures and making drugs
more affordable. HCA contracts with Express Scripts, Inc. to develop and maintain a
practitioner database to facilitate a Therapeutic Interchange program (T 1P) statewide,
which was garted in 2004. There are preliminary statistics on those drug classeswhere Tl
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isallowed. Cost impact studies are planned but not complete. The measurable goals have
been set, but theinteragencyworkgroup comprising threeagencies, still needsto get together
to estaldish common elementsto enable comparisons of the data being examined. The State
identifiesa numbe of challenges that need to be addressed to examine effectivenessof such
aprogramintervention. For example: How canyou identify when a prescription was rejected
for TIP? How can you identify what was actually dispensed and calculate cost savings?

West Virginia emphasizesthat the impetusbehind a gate choosng to sustain its own data
warehouse is the reality of what happens when the state changes vendors (i.e., Third Party
Adminigtrator) on the medica side and the PBM onthe pharmacy bendit side. The date is
at risk of losing alot of dataif the losing vendor refusesto cooperate. WV A has data tapes
from both vendors every month, enabling the state to examine outliers, disease states, drug
trends, and other resource coststhat might be going through the roof, according to Acting
Co-Directors, Keith Huffman, Pharmacy Director, and Felice Joseph, Pharmacy Director.
West Virginawantsflexibility, outside of reliance on individual vendors, in egabli shing how
dataisrevienved andto support specific efforts to manage and modify the design of employee
benefits. There are specific monthly management reports generated withinPEIA that trigger
outlier pattern review.

Pharmacy Benefit Plan Design: Stepwise Strategiesto Managing Trendsin Cost and Use

Georgia adopted a private sector goproach to pharmacy benefit management in July 2001
by the state’ s pharmacy benefit manager, Express Scripts. Express Scripts recommends a
stepwise gpproacht o trend management and benefit design.*®* Thesegepsinclude formulary
development, plan design with a three-year time horizon; a cog-sharing sructure with
emphass on three tiers; use of OTC medicines; point-of-service programs, such as prior
authorization/step therapy and quantity limits; and consideration of emerging plan designs
such as member-incented consumer-driven plans and a bad c-coverage option.

In Georgia, ESI implemented several of these strategies. apoint-of-sal es system; amaximum
dlowable cost program; a most-favored nation program (pharmacy network); athree-tiered
co-payment strategy gppliedto a preferred drug lis; expanded prior authorization; a policy
of cost avoidancefor memberswith other health insurance, and clinicd intervention programs
focusing on disease management and care management.

Express Scriptsis the state'sPBM for the State Health Bendit Plan, the Board of Regents
Hedth Plan (BORHP), Georgia Medicad and PeachCare for Kids programs. The
overarching goa is to improve heath by ensuring that prescription drugs are used
appropriately andcog effectively. TheGeorgiaM edicaid Drug Utili zation Board coordinated
withthe PBM to create a customized preferred drug lig (PDL) for the PPO and | ndemnity
plantypes for state employeesand Board of Regentseducation employees. State personnel
describehow Express Script s nationa formulary served as abaseto developing acustomized
list of drugs that specifically meet the needs of the diverse populations served by the

aggregate purchadng group.
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The state health planofferssevera coverage optionsincluding aPPO and Indemnity Plan that
have two pharmacy plans. Badc and Premer. The Basic Preferred Drug List is not as
extensive as the Premier Drug List; Co-paymernts are different and there are no Maximum
Out-of-Pocket limits for the Basic pharmacy option. For thebasc and premer drug lists, a
medi cation becomes a preferred drug based first on safety, then efficacy, and finally cost-
effectiveness according to Georgia's PBM, Express Scripts. The pharmecy drug lists are
created, reviewed, and continuoudy updated by ateam of hedth care professondsincluding
physicians and pharmacigs.

# Formulary Strategies

In Ohio, an unusua concession was negotiated in 2004 to adopt a four-tier copayment
structureas part of the collective bargaining agreement to help close the gap of serious gate
budget crunches Nan Neff, Benefits Administrator explains “To the union membership,
hedth care benefits remain the unions’ number one priority-well over wages. The union
leadership recognized that concessions were necessary and agreed to make changes in the
precription drug berefit in order to preserve the 90:10 slit on their monthly hedlth care
premiums.” The state has a history of being very responsive to its employees, and in return
the unions work collaboratively with the state for short-term and long term initiatives. A
recent example, wasthe st ate’ s responseto the Vioxx, Celebrex, and Bextrascares. Thestate
chose to wave individual copays for a sixty-day period as beneficiaries made the transition
with their providers to generics and alternative drug products.

Rhode Island adopted 1) a three-tier formulary with copayments four years ago with an
overal goal to encouragetheuseof genericsinitially. Eventhough tiered copays are standard
practice in the private sector, it is less common in state government, particularly in the
northead states, where according to arecent survey, only 14 percent of northeastern states
offer three-tier copayment designs to state employees. The measurable impact: The
percentage of gener icsdispensed amongw ork er populationsiscurrently 43%, higher thanthe
average for state governments at 39% and comparable to private sector rates. Although
plateaued in payback, the trend is stable, with the most sizeable impact inyears one and two,
increasing the use of generics 6% in 2002 to 11% increase in 2003.

# Cost Sharing Sructure (Copayments vs. Deductibles)

Many state employers are following their private sector peersin adopting and expanding the use of

patient

cost sharing and incentive-based formularies. According to a Rand study, potential savings

fromathree-tier benefit dependson wher ethedrugsare placed in thetiersand on utilization patterns

within t

he plan.”®

At the request of Georgia’'s StateBudgetary Responsibility Oversgght Committee, aninternal
evauation, was published in January 2005 focused on fiscd years 2003 and 2004. Georgia
has increased employees deductibles and co-payments over the years, but amounts remain
dightly lower in itslargest PPO plan than the nationd average. Interedingly, the Georgia
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General Assembly passed aresolution in 1982, that employees should fund ~25% of the cost
of the sae's hedth benefit plan overdl.

In 2002, the gate implemented a three-tier co-payment structure for drugs, followed by
additional inareases in 2004. 1n 2005, under the state's “Basic Option” dl drug copays were
reduced for generics and preferred brand name drugs by $5 per script. The non-preferred
brand co-paymert, changed from the 20% coinsurance ($35-$100 max) to $40, and no
maximum out-of-pocket requirement. For those employees choosing the premier coverage
option, the copaysincreased: $40 for non-preferred brands with a maximum out-of-pocket
increase from $100 per month to $450 a quarter for single coverage.

Under the state’s PPO, Georgia requires copaymerts of $15 for generic drugs, $25 for
preferred brand, and $25-100 for non-preferred brand. This compares to other southeastern
states where the range for generics is $5-11; preferred brands, $15-35; and non-preferred
brands, $30-$50.

Massachusdts has aready implemented what it considers to be a short-term cost saving
approach, as did most employers, which included raising copays and deductibles in FY 03.
Theendresutswere reductionsin the state’s costs of more than $100 million over the last
threeyears. Priorto FY 2000, GIC usad a two-tier copayment plan for brands ($10 copay
no matter the brand) and generics ($5 copay). In FY 2000, GIC adopted a three-tier
copayment desgn to direct members to chegper and/or mor e eff ective brands, with copays
currently at $7/$20/and $40. In modeling this option, the state looked at the amount the
copayment generates in savings, the tolerance of the member, and the current budget as a
whole in the Commonwealth. The GIC HMOs aready utilize a three-tier copayment
structure (generics, preferred brand, and non preferred brand) which, according to the state,
maintains abroad choice of covered drugswhile providing incentivesto use medicationsin
a safe, effective, and less costly manner

“GenericsPreferred” is Express Scripts program which providesincentivesfor GIC members
to use the generic version of a brand-name drug. Not using the generic versions costs the
member more. |f the doctor writes, “Do Not Substitute’ for a non-preferred brand, the
member pays the generic drug copay and the difference in cost between the generic and the
non-preferred brand drug. GIC knowswhat initiatives are showing results, i.e., thethree-tier
plan design is keeping their trend line down. Before the three-tiered plan, the PMPM cost
trend was 20% and dropped to 14% in 2001. In July of 2000, following adoption of the
three-tier design, it went down to 6%. According to the state, “ That time spandrop does not
reflect the change to member copaymentsthat did go up. 1t doesreflect the shift in use of
drugsthat were less expensive.” The next year the cost trend roseto 17%, primarily due to
utilization. The demographics of employees and retireesin the self insured plan are older and
more chronicaly ill. The average age is over 50 and almost all Medicare retirees arein this
specific plan. Two years later, the GIC increased copayments and the trend line went back
t0 9%. Trend numbers are based ontota grosscosts. T hefollowing year, the cost trend was
at 10%.
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Cost sharing, prior authorization, and hiring a PBM are the top drategies deployed in
Mississippi. Although not measured in hard number s, the cost sharing and deductibles are
believed to have had a dgnificant impact on cost containment. The state has a three-tier
copayment plan with a generic incentive. The beneficiary pays a copay and the differertial
in cost, steering employees toward the generic or the preferred brands. The agency aso
wantsto increase therebatesto offset t he statesoveral cost. T he state reviews performance
metricsand has seena shift toward generics and preferred brands. For example, the generic
usage rate overall is currently 49%, which is higher than marny state employee plans but not
quite ashighasthe commercial sector. Mississippi was seeing aninareasein utilization of 10-
15 % per year. When the date implemented the three-tie copayment plan and added a
deductible of $50, it droppedtoadmost nothing. “ That wasstaggering,” according to Therese
Hanna. “Inthelate90's, the Sate saw significant increasesof 15% increasein price and 15%
increase in utilization, with an overall increase of 30%. That was the impetus to add the
employee cost sharing which drove the trend of increases relatively flat!”

Pennsylvania PEB TF identifiesthree key design srategiesit considers most important and
effective in controlling costs and utilization: the employee's copayment representing an
average of 20% of the drug cost, amandat ory generic program, and formulary management.
There are dginctionsin the features offered to active enployees versusretirees with the
newer initiatives applicald eto the active plan members and those empl oyeeswho retired after
July 1, 2004. The following “results” for CY 2003 were provided:

. Copayment Changes (including three-tier formulary): Estimated savings: $5.1M-
$18.3M; Actual savings: $19.6 M

. Clincd Program Changes. Estimated savirgs: $7.1M-$8.6M; Actual savings:
$10.8M

. Step-Therapy Module Actual savings: $5,706,576.

Back in the early 90's, Pennsylvania gave retirees prescription drug cards with a flat $7
copayment, calculated to be, on average, approximatey 20% of the total cost of the clams
over theinitia four years it was implemented. The copayment has not been adjusted since
then. The State currently has athree-tier copayment structurefor active employeesthat was
put in place with the formulary in 2003. Prior to that, the state had an open voluntary
formulary, which essentialy had no ‘formulary’ controlsat al, according to Matt Waneck,
Employee Benefits Divison.

Pennsylvania PEBTF has gpplied a mandatory generic reimbursement policy for 15 years.
If agenericisavailable in any case, the member (active and retirees) does have a choice to
request the brand name drug, but must pay the differential. Thereisno annual maximum cap.
The metricsare an easy measurement, say Waneck: “What the peoplevoluntarily pad out -of-
pocket to get the brand drug equds the savings to the plan.” One minor difference for
retirees, isthat dl diabetic suppliesare covered under the prescription plan versusthe magjor
medical plan. The date found that the PBM could get a better discount price versus
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reimbursing at retail under mgjor medical. The metrics are an easy measurement-- what the
people voluntarily paid out of pocket to get the brand equalsthe savingsto the plan.

Washington continues to actively manege their pharmacy berefit for state employees.
Uniform Medical Plan (UMP) has continued to maintain a percentage coinsurance for
prescriptiondrugspurchased a retall pharmacies since 1998 despitemark et pressureto move
toward a flat dollar copay. In 1991 UMP inplemented a 3-tier cost gructure based on
whether a drug wasa gereric drug, a branded drug with no generic available, or a branded
drug with a generic available. 1n 2001 UMP implemented a prescription drug deductible
(separate from the medical/surgical deductible) for al presriptions and a maximum
coinsurance of $75.00 for retail prescriptions. 1n 2003 UMP moved toward an incentive
formulary and changed the amount of the maximum retall coinsurance and it no longer
included Tier-3drugs or prescriptions purchased at out of network pharmacies. Along with
previous changes to the enrollees cost share structure these actionsare viewed by the state
to bethe “biggest cost saver.” Washington is concerned about shifting all of the increased
drug costs to its employees. Theefore, the enrollees cost compared to UMPSs cod is
monitored to endure that the stateisnot cost-shifting dl increasesto the enrollees whichis
currently at about a 30% cost-share, on average.

Of the various cost containment and drug utilization strategies and toolsavailable, the state
of Washington chose to adopt changes to the pharmacy benefit which included incentive
formulary benefit design, a preferred drug list (PDL) which were all implemented in 2003,
along withthe thergpeuticinterchangeprogram designed toinpact utilization of specific drug
classes on the Washington Preferred Drug list in 2004. As with most 3-tier formularies,
Wasghington employees/retirees pay less for Tier-two brand drugs on the ates formulary.
Between 2001 and 2003, there had beena $75 cost-sharing limit across all threetiers, which
wasrevised in 2003. T he cost-sharing limit was removed for non-formulary brand drugson
Tier 3. In 2003, for Tiers 1 and 2, for both generic and on-formulary brand-name drugs
empl oyees pay 20% or 30% of the cost of the drug respectively up to $50 (for up to a 30-day
supply), $100 (for a 31-60 day supply) and $150 (for a 61-90 day supply).

For West Virginia, managing specidty drugs, increasing generic utilization, and disease
management aretop prioritiesfor the state empl oyee programs. West Virginaisamandatory
generic state. The general target isto increase generic utilization which generateslower cost
overdl for the gateprogram. Through several genericinitiatives, PEl A hasincreased generic
utilizationfrom the high fortiesto low fifties percentile according to Felice Joseph, Pharmacy
Diredor. Theseintiativeswere pursued dueto thefact that the aver age cost of ageneric drug
is $19 and the average cost of a brand sngle-source drug is $90 for PEIA. Generic
prescribing is also a key message of the clinical educat or mat erids developed by the Clinical
Pharmacy faculty at theunivergty. Theinformation provided is peer-reviewed by the Health
Sciences Center faculty and the medica director of AIMS and PEIA.

Per spectives on Alignment of Drug Management Strategies
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In Georgia, the alignment and gpplication of consistent management strategies and phydcian
education efforts have presented more of a challenge. The pooling arrangement excludes
negotiation and purchasng for Medicad and Peach Care kids which is peformed by a
separatevendor under contract with the samedepatment. Georgia Medicaid wasone of the
fird gates, in 2001, to attempt to implemert athree-tier plan design based on the common
preferred drug list developed for al three state programs inthe group.

Interestingly, Massachusets does not have high expectations that utilization is going to go
down. Their perspective, like many employers, is that “there is an ever expanding array of
treat able conditions with new advancements indrugsavailable. To not recognizetheroleand
the value of efective prescription drugs would be wrong.”

Moreimportant thandrivingutilizationdownis to have an effective PBM design and manager
for theformulary of preferred and non-preferreddrugs. The Employer must be confident the
PBM ismanaging well, that thereare no conflicts of interest, and the clinical decision making
is independent of what they collect in rebates. The stae’scurrent PBM relationship with
Express Scripts, is productive and positi ve, egpecially with theindependent structure of ther
P& T Committee. Ninety-ninepercent (99%) of thedrugscurrently digpensed aredrugsliged
on the preferred formulary.

Pennsylvania iscommitted to elimnating inefficiencies and redundancies across pharmacy
programs and reducing the $3 billion spert annually on prescriptionmedications Thestate
is looking to move toward consumer-focused drug policies to maximize savings. Current
strategiesin place include: athree-tier copayment plan, an incenti ve-based formulary, PBM
services, provider profiling, price discounts, key product initiatives for specific conditions,
disease management and a hybrid mail order option.

# “ Care-focused Purchasing” Resultsin Provider-Tiers and Drives Quality and Cost Efficiency

Massachusets GI C hastried to find new ways to save money whileimproving quality of care
in calibrating tighter requirements in the GIC health plan contracts and in the recent PBM
RFP. Using current research, as in the 2003 Rand study, that showed less than 55% of
patientsrece ve care that meetsmedical best practice standards, GI C decided to address their
qualitygap throughaClinical Performancelmprovement Initiative. GI C, inconjunctionwith
their consultant, analyzes provider profiles based on quality and cost effectiveness. The
informationis used by GIC and plan administratorsto steer enrollees to receive care from
highperforming providers. For exanple, two health plansapply lower out-of-pocket cods
for plan members who select a hospita that demonstrates higher quality and is more cost
effective.

GIC is a member of the Leapfrog Group, a codition of more than 150 organizations
committed to improving patient safety. Benefit guideshep steer patient choiceto hospitas
that meet the“ L eapfrog Quality Index” based on scientific evidence and best practices shown
to reduce preventable medical mdakes inclusive of prescription drug order ertry on
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computerized systems. See the Leapfrog Group’'s website for more details:
www.leaprfroggroup.org Through its work with a coalition of enployers, %% of
M assachusetts hospitas now report their progress on measures in CY 2003, an increase of
16% inoneyear. In addition, health plansrece ved more than $69,000 in incentive payments
for increasng enrollee admissions at hospitals medting Leapfrog standards.

. Oregon’ sPublic Employees’ Benefit Board (PEBB) believes the current health care gystem
isin crisisfrom the member to the provider, to the insurer. Thefollowing values are believed
to be critical to providing high quality berefits. empl oyee choice, acompetitive marketplace,
plan performance and information, empl oyer flexibility in plan design and contracting, quality
customer service, creativity and innovation, plan benefits as part of tota compensation, and
improvement of employee hedth.

For the past six years, Oregon has studied and analyzed itsoptionsfor improving prescription
drug programming for thestateand PEBB membersand withitscarriers In 2005, the Board
was poised to make changes to the plan designthat would have shifted from athree-tier with
aflat copay, $10/1525 to ahefty coinsurance design with an out-of-pocket maximum. The
Board felt there was NOT enough differentiation currently on the brand side, to cause
membersto think twice about their choices. Dueto collective bargaining issues, the current
Governor requested no changes be made until 2006.

Since 2001, Oregon has used its RAP processto query vendors to consider implementation
of an evidence based-formulary with reference pricing. Each renewal year with carriers,
PEBB hasasked for cooperation in advancing a concept “devel oped in collaboration with the
Oregon Health Sciences Univergty in evaluating the clinica effectiveness of twelve
thergpeutic drug categories.” In 2006, Oregon’s PEBB will pursue a competitive bid and
contracts to accomplish several objedives in its new Pharmacy Bendit Management Plan.
Theobjectivesof the procurement are: to increase use of appropriate generics,to increase
member appreciaionof evidence-based medicine, to encouragethemost effectivedrug at the
best price inareasemember knowledge of medi cation effectiveness, reducemedication errors,
encourageashift to e-prescribing, collaborate to measure and report patient outcomesrel ated
to Rx; and integrate data with primary care providers.

24



Medication Therapy Management, Clinical Interventions and Care Management

# Point of Service at the Counter: Step Therapy

InGeorgia, anew Progressive Drug Management Program (PDMP) instituted by the state’ s
PBM is designed to find the most appropriate drug treat ment, called step-therapy. Before
decisions are made, i.e., for step therapy or prior authorization protocols, Georgia’s DCH
looksat the rdlevant evidence supplied by the PBM and other sources to determine if the
evidence is sufficient to support step therapy protocols, or if in fact there is evidence on
contraindications or lack of evidence, that may reguire an “exception” process for
prior-approval for certain medicines. The first “step” provides a proven less-expensive
treatment known to be effective and safe. If ineffective, the individual patient progresses to
another drug, but a prior authorization is required to obtain the drug most suited to the
patient for specific therapeutic categories such as ACE Inhikitors and brand NSAIDs.
Maintenance drugs are defined for pecific chronic conditions where members can obtain a
90-day supply at onetime. A joint effort focuses on utilization data, and recommendations
fromthe PBM. ESI adminidersthe gep therapy edits usng a prebuilt strucure used with
other state and commercia clients. The department works closdly with its PBM, who
provides statistics and benchmarks from the marketplace relevant to step therapy programs.
Typicadly the PBM providesinfo on what the sate can expect interms of member disruption
and savings.

In Massachusets, GIC members are encouraged to use the most appr opriate drug ther oy,
specifically the use of effective, first-line drugs before more expensive, second-line
alternatives for target conditions. The target conditions include: ulcers, pain/arthritis,
alergies, high blood pressure, diabetes, topical dermatitis, ADD, ADHD, and depression.
The state reports that approximately $5 million has been saved since 2004.

Oregon started three years ago with disease management programs for CHF, diabetes,
asthma, and coronay atery disease The Public Employee’s Benefit Board does not
separately contradt with disease management firms. The Kaser plan dready focuses on
disease management. PEBB has established a workgroup from both plans including
representativesfrom public health. The groupis conducting sudies of costsassociated with
those having chronic disease and those without with comparisons of dinical measures
between the two carriers for the target diseases. Drug coverageisincluded in the current
carriers programs and will be addressed as part of future disease management initiativesfor
target populations.

InJanuary 2004, Washington date agencies implemented asingle PDL. Asof Jan 12, 2005,
it conddsof 12 drug classes. Anadditiona eight drug classeswill be added during 2005 and
reaching 24 drug classesby January 2007. With passage of the Prescription Drug Program,
HCA and ot her pur chaser sdevel oped an evidence-based prescription drug programincluding
a Pharmacy and Therapeutics Committee which meets quarterly to corsider reports on
evidence of drug safety and efficacy produced by the Evidence-Based Practice Center at
Oregon Hedlth & Sciences Center. Once prescribers endorse the PDL, pharmacists will be
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required to automatically substitute the preferred drug, unless the script isfor arefill of an
antipsychotic, antidepressant, chemotherapy, antiretroviral, or immunosuppressvedrug.

# Targeting Workforce Beneficiaries at Risk for Intervention and Disease Management

Georgia did not stop at plan changes but looked to interna quality improvemerts,
coordinated administration of the Board of Regents health Plan and by better management
of chronic illness and disease. Asof 2000, the state plan offers several disease management
programsto improve headth outcomes in employeed retirees having congestive heart failure,
diabetesand cancer of breast, lung or colon. Beneficiaries have accessto enhanced bendits
with participation which is voluntary. Added berefits include coverage of educational
services.

According to Jerry Dubberly, “prior authorization, quartity level limtations and step therapy
programs were instituted to ensure appropriate utilization of medications while minimizing
the impact to members and providers.” The PBM works closely with the state, bringing
statistics from the maketplace for additional targeted intervertions such as step therapy
programs. Performance parameters are identified and monitored for resulting savings and
member disruption. The Division describes the political realities when identifying priorities
and targets for intervention. For exarmple, certain factors the state must consider include
those areas that are nost vulnerable to challenge from stakeholders and beneficiaries. For
Georgia, thismeant mental health drugs and coverageof drugs, i.e., Singulairefor asthmatics.

There are a number of state employee programs set up for asthma, oncology, diabetes,
hypertension, and congestive heart failure. Georgia contracts with a care management
vendor, a Wellpoint subsidiary, Unicare has been in place at lead three years The state
identifiesit isdifficult defining aquantifiable benefit and the return-on-investment (ROI) of
these programs. DCH rdies on information and anecdota results from other states and
employers in the private secor. Intuitively, DCH knows there is a benefit, but to establish
baselines and measurald e reaults is still a struggle for the state and the industry.

In Pennsylvania, two vendor groups, the state’'s PBM and the disease management vendor,
Intracor p, analyze and recommend specific targetsfor intervention and specific therapeutic
classes. PEBTF supplies all of the medical and pharmaceutical claimsdatato a contracted
disease management firm,  Intracorp; this program has been in place three years.
Implemented disease management programs focus on diabetes, cardiac conditions and
pulmonary disease.

Mercer Human Resources Consulting wasthe HR benefits consultant until July 2004. AON
iISPEBTF snew benefit consultant, who will generateareview of impact. The measurement
of disease management programs, according to sae personnd, will be disouted anywhere
you go and anywhere you look. PEBTF is*comfortable’ they are saving money with these
initiatives. Mercer also confirmed tha Intracorp was saving the state money ‘with
qualifications', stating it isdifficult to measure cost avoidance, but working with a program
the sizeof PEBTF, gives credence to the vendors reported results. For CY 2003, PEBTF
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submitted verification that projected savingsfor disease management was$2,600,000 and the
PEBTF achieved actual savings of $4,800,000.

West Virginiaimplemented arenal disease pilot program that has beenin place one year and
adiabetespilot that hasbeenin placefor sx months. M ultiple sources were reviewed to help
the stat e to identify high prevalence and high ticket conditionsto target. The state agency is
adopting a North Carolinaapproach by using pharmacids to counsel and educate membe's
with diabetes. The program was inplemented six months ago in a six-county pilot.
According to the date, “The assunmptionisthat acompliant diabetic properly managing their
disease will utilize less resources including hospita and emergency room vists” The
pharmacists association is working on a collaborative practice act that isindependent from
the state’ sinttiative.

# Waiving Copays Provides Incentives to Help Consumers and Prescribers Take Control of
Chronic Disease

In Mississippi, certaininitiatives are “ just common sense” as seeninrecent state actionsto
reducefinancial barriersfor Plan participants with diabetes. The state agency recently placed
al of diabetics drugs and supplies on the lowest copay. “The State and School Employee's
Insurance Plan charges the generic copay for all insulin products, syringes, needles, and
testing supplies (lancets and test strips) without regard to branding. Non-insulin drugsfor
diabetics are assgned a copaymert based onthe typeof drug (generic, preferred, other), as
with dl other covered drugs,” says Therese Hanna, State Insurance Adminidrator.

The step ishot viewed as standard within the insurance industry, but the state’ s action was
done purposefully to elimi nate barriers to accessto much needed med cationand supplies for
employee members. Mississippi does have a state law on the books that requires coverage
for equipment and supplies, including monitoring and insulin salf-management for thosefully
insured plans regulated by the State Department of Insurance. This law does not apply,
however, to Mississippi’s State and School Employees Health | nsurance Plan, because it is
asdf-insured gover nmental plan. Hannaclarifiesthat “ the agency does “condition-coverage’
diabetes education on whether the member actively participat esin the disease management
program as an incentive to participate. Note: As of May 2004, the National Conference of
State Legislatures reported that forty-six staes have some type of lav requiring health
insurance coverage to include treatment products and supplies for diabetics. The states
without laws on the books include Alabama, 1daho, North Dakota, and Oho.

Ohio drug trends& cost increases are slowing, according to state personnel, but utilizaion
among state employees is “picking up.” Digging into drivers of utilization are the
respong bility of the Human Resource Division as they evaluae inflationary increases over
time, the reason for prescription drug cost increases, and the impact of collective bargaining
benefit changes on prescription drug costs. Ohio examinesstrategies that will play abigger
roleincontrolling cogs and influena ng member hed thsuch astacticsto encourage generics
and targeting specific drug classesand high-cost conditions for step thergoy interventions.
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Current targets include: diabetes, asthma, heart disease, and cancer for disease and care
managemert interventions.

There is data exchange between the stat€’s vendors: the TPA, PBM, and disease
management vendors. One exanple is diabetes: Without being too intrusive, the PBM
pushesdatato the disease management vendor to advise Ohio’ sempl oyeeswith diabetesthat
if they voluntarily enroll in the diabetes care management program, they will receive ther
diabetic supplies at no char ge and have access to nutrition counseling vigts two per year at
no charge.

# Sates Move Toward Innovative Evidence-based Formularies and Methodsto Target High Cost
Conditions

Mississippi identifiesit isstarting to look at the Oregon model of evidenced-based preferred
drug lists, with an emphasis on contracts and vendor selection based more on evidence and
lesson rebates. The state wants disease management to beintegrat ed with case management
and utilization management. The date contracts with Intracorp, responsible for medical
management and diseae management programs. The MEDSTAT datais used to identify
what disease to target. Heart disease is the number one cost to the plan. Asthma and
diabetes are not in the highest cost categories but are amenable to disease management, so
they are d <0 targeted. In January 2005, Mississippi issued an RFP that incor porates the
concept of medical management and i ntegration of case management, utilization management,
and disease management and includeswellnessand hedth promotion. Mississippi endorses
that pharmacy benefit management is viewed as one component of an individua’s
comprehensive medical care.

Communication and Education: Consumer and Provider Center Stage

# Consumers and Physicians at Forefront of Health Care Decisions

The overall provider environment continues to be difficult to deal with in Mississippi.
Information, including recent Medicare and Medicaid data, indicates the state is a low
performerinqualityandoutcomeindicators. Medsta hassupplemented thisinformation with
specific reports of practice patterns around individuals suffering from diabetes. The date
insurance administrator believes the state will benefit from help in educating physicians and
getting agreement on changes that need to be made. Approaches to the various medical
schools have not been of help, which surprised the administrator since they too are covered
under thestateplan. Thereisresistance or avoidance by state |eadership to confront theissue
with the doctors regarding changes to the pradice of medicine. Acoording to the stae
personnel, empl oyee education can only go so far in accomplishing improvemertsin clinical
outcomes.

One example of the current environment involves recent statements by drug manufacturer
representatives, who commerted that sales reps fight for teritory sales to Mississippi
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providers. In one scenario, the state monitored the time line of Prylosec going generic.
Nexium, the brand drug, utilization went way up, according to the state. The agency felt
helplessto alter the prescribing paterns ye, they did so on Sngulaire by putting it on prior
authorization and step therapy once they isolated that prescribers were prescribing the drug
for simple alergiesversus using OTC therapies. Mississippi usesthis as an example of how
prescribers, without appropriateincentivesand clinical guidelines, may not voluntarily change
their prescribing patterns. Additional administrative costs are then borne by the state to
influence responsible changes in prescribing behaviors.

. Ohio identifies its top three most effective drug benefit strategies as the four-tier copay
design; mandatory mail-order and step thergpy for selected medications. The step therapy
program has beenin place ~ four years as part of the state’s collective bargaining agreement
with stateworkers. Working with specific utilization data on variousclasses of drugs, along
with support fromthe gate’s managed care conaultant, discussionswereheld with the unions
regar ding the benefits of step ther apy for the membership and the projected cost savings.
Basdine projections and actual results of the program were not avalable at the time of the
interview.

. Oregon’ sPEBB isnot the employer, and is redricted to various channels of communication,
i.e., newsletters with the membership and statewideemail across diverse IT systems There
is atwo-year history when benefits were capped with no COLA increase, so tension exists
between the unions’ desreto maintain full benefitsand PEBB’ svision for more cost sharing
tied to performance and responsibilities. 1n addition, membership continuesto have alevel
of push-back when discussions occur around evidence-based medicine and personal
respongbility.

. Pennsylvania stresses the need t o communicate changes effectively and on aconstant basis
with employees and retirees. Several provisions such as the step-therapy protocols and
quartitylimitations, met withinitial resistancefrom beneficiaries but were not aconcern once
adequately explaired. This highlighted the importance of the state’'s communication and
education programs.

. Rhode | sland describes administrative difficulties when attempting to make a coordinated
changein berefits by negotiating with 32 union contracts as well as multiple vendors with
redundant responsbilities spanning different periods of time. Open communication is
essential to t he successful implementation of benefit and drug program changes within agate
population that is heavily unionized.

. Washington’s HCA entered into an interagency agreement with the Department of Hedth
to provide information on practitioners who have prescriptive authority in the State. The
PBM uses this information to maintain the endorsing practitioners’ database and matches
practitioners by program identification number for therapeutic interchange purposes. The
agencies aso use this data to communicate with practitionersin the state. To publicize the
endorsing practitioner program, the agencies worked with the Washington State Medical
Asociaion (WSMA), the Washington State Pharmacy Association (WSPA), the National
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Asxociaion of Chain Drug Stores (NACDYS), the Board of Pharmacy (BOP) and other
stakeholdersto develop outreach information and training materials. Theagenciesaso held
various general information sessions. Ten (10) training sessors were held with the State
Pharmacy Association.

West Virginia’'s PEIA participates in academic detailing, which is a one-to-one provider
educationtechniquefor dissemi nating evidence-based and unhiased drug therapy i nf ormation
asreported in current medical literature and sunmariesof drug comparisons. Based on the
theory that physicians are the common pathway for al clinica decisions, academic detailing
is designed to “enhance prescribing behavior through persuasive credible, timely and
actionable information.” Studies have shown that ~80% of prescribers are receptive to
clincal educators and that academic detailing hd ps reduce medical expensesfor aphysician’'s
patierts.

# Targeted Messaging and Tailoring Pivotal to Success and Acceptance

According to a 2003 survey conducted by Segal, Ohio has one of the highes rates of mail
order usage among state government employee programs Both Ohio and Vernmont report
over half of tota paid claims were spent on mail order drugs. The adoption of mandatory
versus voluntary mail order can have a sizeable impact in driving down drug costs over
traditional retal for both brand and generic drugs. The value of the mail service, according
to Pharmacy Benefit Manager, Express Scripts, comes from targeted messaging using the
following parameters. Patients on maintenance meds, have 2 + refills at retall, are receptive
to change and see value of mail service.

Pennsylvania offers an interesting plan design feet ure, which actudly isasubgtitute to mail
order prescription drugs. The program permits active employees and retireesto get their
mai ntenance medi cations at any Rite-Aid pharmacy, in addition to traditional mail order. The
costs are basically cost- neutral for PEBT F;, members pay dlightly higher copayments to use
Rite Aid. A number of members indicated they were uncomfortald e with using mail order,
so a modified feaure was developed that is viewed as a value-add benefit for employee
members. Members had expressed concer nsover extreme temperaureswhen drug products
are left in outside mailboxes, stating fears tha their prescriptions may freeze or deteriorate
in temperatures that reach more than 100 degrees, as well as concerns that mailed
prescriptions might be lost.

Washington advises states to" make slow changes’ and be sure to communicate with al the
stakeholders. UMP hasbeen most successful in keeping their drug spend trends down, due

to implementing the percentage coinsurance at theretail pharmacy. “It realy letsthe enrollee
know what their drugs actually cost.”
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# Aligning Interests. Employer, Consumers and Providers

Multiple communication channels, training sessions and education tools with membership,
providers and stakeholders are vita in Massachusetts pharmacy benefit initiatives and
eventual success. Use of ongoing contacts by telephone email, “ For Your Benefit”
newsletters paired with the annua Benefit Decision Guide help enrollees take charge and
make smart choices. Internal operational meetings mantainafocus on reviewing customer
service benchmarks complex medical cases, bendit reviews, operational and system
concerns, finandal statements and feedback.

# Tiered Provider and Hospital Approach Means Less Out of Pocket for Consumers

Georgia uses limited provider profiling currently but sees an opportunity to expand this
further when the state rebids the PPO physician network. T he state will ook closely at the
use of incentives tied to prescribing patterns, with preliminary discusson on creating an
incentive based on performance or adifferent fee structure based on performance. Currently,
programincentivesthat pay prescribers additional reimbursement are not very audit-able, nor
are there cler ways to demondrate value. Unfortunately, the current program uses
retrogective DUR thru the PBM, and is limited to letter communication channels with
providers. According to state personnel, there has been limited success having the current
program customized to DCH’sneeds

Vendor Relationships and Performance

# Revising Current Contract Expectations

In Georgia, State Hedth Benefit Flan cortractsare unde review for possible changes to
reflect tighter performance expectations. For example the SHBP PBM, Express Scripts, is
expected to provide‘ some reporting', i.e., savingsfrom prior authorization and quantity level
limits programs. T his informationwas not, however, provided by the statefor purposes of
this report. The PBM contract will berebid withthe proposal due inMay 2005. For disease
management, DCH does intend to revise current cortract expedations to explicitly require
certain performanceguarantees, including asking thevendor to take risk ontheadministrative
feebased on results. Thisyear, thereisaprocurement to address disease management in the
Medicad populationswell as sate employees. Thefocusor target conditionsare being left
open, along with inclusion of a care management organization for the state.

Massachusetts contract with thecurrent PBM expires theend of June. The RFP responses
are under review as part of the competitive bid process. GIC is griving for optimal
transpar ency, what kind of noney the PBM isreceiving, and thelowest price in thiscontract.
At first glance, the bidders are responding to the date’ snew requests. The top changes to
requirementsin theRFPinclude: source of revenue, anount of rebates on specific drugs, and
restrictionsonsdling patientinformation. Legitimateconcernsonthe part of vendorsinclude
the proprietary nature of whet is disclosed.
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Other differentiations in the bid process, include higher expectations in area of member
services, specificdly the call center activities and reponse to beneficiaries on prescription
drug questions. T he state emphasizes that “prescription drugs are the benefits tha more
people use more often than anything else.” In this plan, 88% of our members are filling a
prescription over the year. The volume of calson prescription drugs far exceeds the cals
received about physician officevisits. |deally, the state would like to have rebates go away
and has asked vendors to identify how they would price the contract without rebates. In
addition, the RAP asks hidding PBMsto respond to two primary scenarios under Medicare
Part D.

. Mississippi characterizes the PBM audit as a very important tool for the state agency with
regards to assessing specific compliance areas of the contract and validating performance
against contract guarantees for discounts and rebates, price of generics and brand name
products. The state has recovered $2 million per audit over the past two audits, and
recommendsthat this sector of the pharmaceutical indudry requires close scrutiny. State
representatives, indicate that the next RFP will be very “transparent” regarding the true cost
and spread of drugs.

. In Ohio, a Planning and Analysisunit issupported by a naional managed care corsultant.
Recently, the pharmacy management account was funded by the state’s PBM with fundsthat
are used to contract with a pharmacy consultant specialist

. Oregon has established new criteria for vendor proposals Vendors must demonstrate an
infrastructure and an goproach to interfacing with the use of evidence-based research from
Oregon Health and Saences University (OHSU). To monitor vendor performance, PEBB
currently uses traditional measures, such as percentage of clamspaidin “X’ days and audts
on accuracy of clams. Currently, there is nothing ecific regarding performance
management of the prescription drug benefit.

One of the bigged chdlenges, accord ng to thisstate, “isto manage current vendor s, cur rent
berefitswhile going through the process of an RFP!” The Board will soon have to decideif
they want to carve out prescription drugs. The PEBB jud received authority to self-insure
during the last legislative sesson. The RFP scope is drawing responses from both hedth
plans and PBMs. Onelooming obstacle centers around the risk of insufficient reserves for
PEBB. Depending upon the final structure of the management bids, there is a risk of
insufficient funds for PEBB to self-fund everything, according to the state.

Oregon has expressed strong interes in pharmecy benefit designs which promote use of
medications based on scientific evidence and which use reference pricing to encourage
selection of the mog cogt effective drug. PEBB'’s selection criteria for Pharmacy Benefit
Management includes:

Network M aintenance and Flexibility, i.e., progressive concurrent
DUR with early triggers of contraindicationsand fraudulent abuse;
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Benefit Provisions i.e., evidence-based reference priced formulary
and assessment of program benefit effectiveness;

Administrative Services, i.e., claims administraion system with
advanced cost management tools and comprehensive patient and
provider education;

Data Management, i.e, infrastructure for close tracking and
monitoring of medication by primary care providers,

Risk Management, i.e., accept risk through performance agreements;

Clinical Services, i.e, physician profiling, specialty pharmacy
management programs, and integration of both medicad and
prescription drug claims to enhance disease management initiatives,
and

Financial, i.e., maximizedrug savings through competitive pricing,
discounts, dispensing fees, rebate sharing and formularies, and
transparency and passthrough network rates and discounts.

West Virginiaexpectsto stay with thetransparent contractsinthereprocurement of the PBM
agreement. The original RXIS RFP waswritten as an ASO (Administrative Services Only)
model with ahigher flat administrative feeto gain the 100% pass thru of the rebates

# State Employers Turn to Benefit Consulting Firms for Modeling, Benchmarking and Targeting
Change Areas

Mississippi  underscores the value of having benefit consultants, such as
PricewaterhouseCoopers (PwC) and data-decision support services from Medstat. Therese
Hanna feds date governments are often criticized for their use of consultants with some
condituentsand policymakerscomplaining it is a waste of taxpaya money. Statesthat use
human resources and benefit consultants, generdly agree that this critidsmis short-sighted
and is probably penny-wise and pound foolish when it comes to developing a solid and
effective benefit design and modeling the impact of proposed changes in coverage and
incentive structure.

Emerging Trends

# High-Deducible Consumer-directed Pilots

For fiscal year 2005, Georgia's sate Plan started offering a new Consumer Driven Health
careoption asapilot program at three school systems, primarilyin metro Atlanta. Thepilot’s
productscombine a high deducible and aHealth Reimbursement Account (HRA). TheHRA
offers beneficiaries arollover incentive to monitor and manage their health care costs. The
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specific premumratesfor thispilot optionare ~20% lessoverall than the PPO B asic option.
Implemented in June 2004, the number of participating enrolleesislessthan 500 and itis il
too new to evaluate. The state predicts they will eventually fold the drug benefit into the
medical benefit. The*“theory,” accordingto Depart ment personnd, isto “give the consumer
the first dollar respong bility for thefirst script drawn from their account, which will drivethe
consumer to be more responsible.”

Informal conversation with health benefits personnel, say anecdotal feedback so far is very
positive. The 2nd year of pilotswill be moretelling, given onefull year of claims. Thestate's
expectations for expanson, in terms of time line, are: Pilots for two years, results to be
reviewed 6.30.06. The gat€sdesreisto finalize action and begin using some hyhbrid or
combi nationof consumer-driven productsin thefollowing FY. DCH hasoversight over the
pilotswith three vendors who administer each of the pilots. Challenges: What to do with
retirees since pilots focus on active employees only?

# Innovative Generic Sampling Policy

Oregon’ sempl oyee baseline useof genericsiscurrently at 46.6% under the Regents program
one of thelargest carriersin Oregon. For Kaiser members, utilization of genericsin 2003 was
69.9%. PEBB will establish specific ‘uniform’ goals for the new contract period over the
next threeyears. The gate knowsthereisroom for improvement and expressed interest in
anumber of innovative programs suchasgeneric sampling provided to clinicsin the Portland
area. Thisregion has had noticeable pogtive shiftsin providers prescribing genericsfor their
patients. Certain OTC drugs (over-the-counter meds, i.e., Prylosec) arenow covered, with
measurable cost benefits.

# Customized Strategies to Increase Compliance for Specific Chronic Conditions

Massachusdts has modified itsPlan desgntoinclude a4thtier effective uly 1, 2005. The
changes will include very low copaysfor generic statins (cholesterol-lowering drugs) and H2
antegonists (anti-ulcer drugs). Given the rate of irflation, the date is taking in less in
copayments than when it started. For specific drugs, the Commission may lower the copay
or givethe drugsfor free, giving members a financial incertive to use them.

West Virginia has adopted AIMS (Accessible Intelligent Medication Srategies) in two
geographic regions of the state in Morgantown and Charleston West Virginia, the largest
concentraionof statemembers. TheWV A University School of Pharmacy developed AIMS
for the WV A Public Employees Insurance Agency (PEIA). It isthe first program of its type
to be implemented by astate-level publicly funded agency using the sped alized resourcesof
the state land grant university. AIMS is desgned to impact the rate of growth of
pharmaceutical costs though total health care management and reduce digarities of
treatments among patients and providers.

The voluntary initiative is conducted in cooperation with the West Virginia School of
Pharmacy. A clinical educator (registered pharmacigs) in each of those two areas conducts
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academic detailing. The thergpeutic classes include antibiotics, anti-hypertensives, lipid
lowering medications, gagtric suppression and NSAIDs (nongeroidd anti-inflammeatory)
drugs. This program won the 2004 innovator award and is based on evidence-based
guidelines. Theoutstandingissue: Isthe role of the clincal educator in competition with the
PhRMA reps of the individua drug manufacturer?

InWest Virginia, the program evaluation for the AIM S program comparestarget physicians
prescribing patterns with a control group, which found that targeted physicians had higher
percentages of new prescriptions written for generics in the target therapeutic classes with
more pronounced increases during the period the message was reinforced by the clinical
educators. AIMS was selected as an Innovation avard winner by apanel of state officials at
the Council of Stat e Governments (CSG) Southern Legidative Conference in August 2004.
AIMS was one of two programs selected from ten Southern Regional findists that were
originally one of 237 national applicants!

# Mail Order and Networks

As Ohio moves to cdibrate the prescription drug benefit even further, they are exploring
opportunities that include expanding copay options, considering mail order policies that
include differentials (voluntary over mandatory) and evauating changes to the size of the
pharmacy network.

# Specialty Pharmaceuticals

Pennsylvania is taking a preliminary look at changing coverage of extremely expensive
biotechnical drugs (i.e., genetically engineered, growth hormones) through separatesources
and optimal pharmaceutical channelswhichmay forcethe state’ sdecision to carve out or stay
with the existing PBM carrier. In the past, the growth hormone drug was required to be
accessed thru mail order where the vendor was able to purchase the drug at a better price.
For an employee trust fund the size of Pennsylvania' s, the current scenario no longer makes
sense. Inthemail order area, a provisonto mandae use of mal order or redricted outlets
for maintenance drugs has met with iff resisgance from the pharmacists' lobby. The
provision was reped edwhen savingsdidnot materialize, dueto the copayments not being set
at a sufficient differential for mail vs. retail.

# Part D and Medicare Modernization Act

Massachusdtsbdievesonemgor issuefor many yearsto comeisthe selection and response
to Medicare Part D. Nineteen percent (19%) of the 50,000 GIC membe's are Medicae
retirees. Medicare Part D drug benefit isa primary chalenge with serious implications for a
state as an employer. T he state noted how timing was exceedingly awkward, with GIC
having to make a PBM selection prior to finalizing its own response to Part D regulations.
Of the approaches reviewed by the state: 1) GIC maintains current benefits which are more
generousthanPart D Benefitsand takes the federal subsidy for state drug spending or 2) GIC
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becomes, thru one of the PBMs, their own Prescription Drug Program under theMedicare
Benefit for the GIC retirees only, the gate chose the subsdy route.

Pennsylvania indicates that current increases in costs are not sustainable in the long run.
Current considerations in working with consultants, Melon and the state’ s attorneys include:
carve-out of the drug coverage from the current retiree benefit plans and providing a
supplement to Medicare Part D, or implementing a Medicare Part D employer-sponsored
plan. The Fund could conceivably save significant money over what is currently available
directly for rembursement under Medicare Part D. No final decision had been made at the
time of the interview, but it is expected that Pennsylvania s work needsto be completed by
summer 2005 and they will meet the required time frames in 2006.

Marketplace Dynamics

# Sate Employer Callsfor Evidence and Results to Support Prescription Drug Benefit Design

Acoording to Massachusetts Assigant Director and Program Manager, David Czekanski,
the state’ sSHMOs are not as successful in keeping the drug cost trend line down. GIC does
not set goecific drug benefit expectationsfor the health plan, but does ask Health Plansto
break out the prescription drug costs and trends at the time of rate renewals. HMOs in
Massachusetts, who cover about half of the GIC population, typically have younger
demographicswher etheprescriptiondrug trendis lessimportarnt to thetotal cost of carethan
the staté s GIC =lf-insured plan. GIC works with vendors sdected through competitive
bidding to offer cost-effective srvicesthroughrigorous plandes gn and careful management.
GIC's grategic plan includes a major component of collecting data to demonstrate cost
efficiencies of doctorsand hospitals. Through collaboration with health plans, GI C wantsto
design hedlth benefit plans that reward high performing providers, and enrollees to choose
quality and cost-effective providers.

# Sate Employers Seek Further Consolidation in the Number of Health Plans They Contract with

Oregon’ sPublic Enployees Benefit Board oper ates with a lean administrative staff, limited
dtaff resources and an administrative overhead cost of .6 %. At itsinoeption asaconsolidated
Board, therewere 15 separate plan contracts. After the formationof the board in 2001, the
Board reduced thenumber of plansdown to three. One small regiona HMO has since went
out of business. Jean Thorne explainsthe impact: “ By consolidating the number of plansin
2002-03, PEBB’s Premium increases have generdly been less than 10%, while other
employers have experienced doul e-digit inflation.”

V.

Insights and Implications

The various drug benefit management strategies described by the states in thisreport show promise,
withthe mgjority of states indicéing that the newer strategies are, in fact, measurable and will help
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states stay ahead of the curve, at least for the near future, inmanaging their empl oyees’ prescription
drug berefit plans.

However, a number of insights and challenges are raised by the states for further investigation and
potential action:

Challenge: States are building experience in PBM contracting in their state employee
programs, but less so in large programs such as Medicaid due to federad regulaions
surrounding rebate and discounts. State programs see PBMs generally in apositive light as
bringing an array of administrator servicesand animmediaeinfrastructureintended toimpact
access to drugs, better manage utilization and the cost control of drugs. As states leverage
their sheer gze and purchasng clout, PBMs are playing significant roles as benefit
administrators in state government drug programs while serious concerns around contract
terms, transparency, and business practices still need to be addressed.

Action: Issues tha merit close atention include PBM business practices, transparency,
disdosureof pricing and payment structures, contract termswith drug manufacturers, use of
savings, conflict of interest around steering patients to PBM-owned mail order services,
retention and passthrough amounts of rebates.

Challenge: Gaining functional eficiendesand measuring results of consolidation efforts of
multiple health programs.

Action: Georgia believes there must be in an environment where you can treat drugs
(preferred and non preferred) on an equal basis and drive market share. On Medi caid, prior-
authorizationisrequired, and on the commercial side for employees, there isahigher copay
required. Degite this obstacle DCH has gained more aggressive discounts from drug
manufacturers wanting preferred status for products made available to state employees and
board of regents’ populations.

Challenge: Mixed signalsand timing of benefit changes. In Massachusetts, therewas strong
member reactionduring implementation of the three-tier formulary and when the state rai sed
the member s copay. Benefit changeswere dso implemented during the same period the state
wasmaking the transitionto a new PBM. Theincumbent PBM had lost the contract. The
membersdirected adegree of ill will regarding benefit changestoward the new vendor versus
recognizing the two issues were unrelated.

Challenge: The roleof the Federal Government. Some stat es suggest the federal government
could play astronger role in defining best practicesand changing the public climate through
educationand outreach along the framework of the Dec. 9, 2004 Consumer Reports, “Best
Buy Drugs: Proven, Effective, Affordable.”

Challenge: Mississippi isseeking additional informationon strategies to address prescribing
patterns of physicians. When new drugs are introduced, physicians are encouraged to
prescribe the new drug. The plan members move fromthe old drugs to the new drug, which
is much more expersive but may not offer any additional clinical value. In order to address
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over-utilization, the state puts the new drug on prior authorization, which results in higher
adminidrative costs and menmber and provider dissatisfaction.

Challenge: Some states are looking for information, support, and specific tools tha evd uate
the link between benefit design and utilization on worker productivity and absence
management.

Challenge: Assessing the vdue of prescription drugs and measuring the payback for
employees and enployer-sponsored plans. How do enployers, state agencies, and plans
assess value of medications and coverage options to keep workers more productive and less
absent?

Further investigation? Ohio referenced the addition of afourth-tier copay structure and the
increased cost-shifting as having significant effect in influencing employee behavior. For
mandatory mail order, Ohio has achieved levels of participation that are the highest in the
country for gate govemment. Thework withthe unionsisalso groundbreaking and should
be of interest for heavy labor/unionized states.

Alignment challenge: Tension between unions’ desiretomaintainfull benefitsand employers
vision for more cost sharing tied to performance and accountability. Explore additional
information on tools and drategiesto address member push-back when discussions occur
around evidence-based medicine and persond regponsibility.

Challenge: Certain states are currently testing new options and innovations. The states
experiences with certain innovations are too early in their implementation to assess and
provide an objective review of processes, grategic framework and reaults.

Challenge: Given that this report captured top spending categories for nine state employee
programs, the datamay be useful to drill downinto the specific usesof such information and
resulting strategies or programs targeting prevalent chronic illnesses in the workplace and
initiatives that reduce worker absenteeism, i.e., diabetes, migraines, depression.

Challenge: Information sharing is welcome on cost-saving initiatives of other employers—
state, local, and private. For example what web-based toolsfor employees are effectivein
developing well-informed consumers? Are therebed practices in empl oyers communication
programs with members and with providers that have proven effective.

Challenge: One recommendationfor the Federal government is to placeadditional emphass
on managing the “ patient as awhole” and the impact of lifestyle changeson health outcomes
versuscontinued emphasis on management of just the drug componert.

Chdlenge: Provide More detailed information and further exploration of employer use of
pilots to break down resistance barriers with members and with providers.

Challenge: Thestateof Washington described thevalue of sharing regional information. For
example, the NW Pharmacy Benefit Managers Association and Medical Directors meet
quarterly, which also provides opportunities for networking between private payers and the
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public sector. The state suggests it would be interesting to be able to compare PPO cost
containment and drug benefit management approaches inthe private secor.
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Participating States. Pr ofile, Contactsand Key L inks

Kudosto the participating s ates and those responder swho invested time and effort to candidly
share insights on pharmecy berefit management: strategies, successes, and lesson |learned

Geor gia No. of employees enrolled in state’s
Name: Jerry Dubberly drug plans: 299,068;
Title: Pharmacy Director No. of Retirees: 95,294. CY 2004
Name: John Upchurch Zo'fal A”§‘2’§]3 '?ﬁ%ggmd' Minus
N . : opays: 741,
Title: E)SlLe;tlg)r, State Health Benefit Plan Anf’ai’m Paid PMPY : $1426.86
. ) Average SaiptsDispensed PMPY':
Emall: jupchurch@dch.state.ga.us 18.75
[dubberly @dch.state.ga.us % Generics Dispensed When
Direct Phone: 404-657-4092 Available: 42.2%
Agency/Agencies Represented:
Department of Community Hedth (DCH)
Website: http://www.communityhealth.state.ga.us/
Massachu setts No. of employees enrolled in state's
Name: David A. Czekanski drug plans: 178,962 actives total ;79606
Title: Assigant Director and Program Manager in ASO;
Email: david.czekanski @gic.state.ma.us No. of Retirees: 86,611; 73,708 in

Direct Phone: 617.727.2310 x7035
Agency/Agencies Represented:
Massachusetts Group Insurance
Commisson (GIC)

Mi ssissippi
Name: Therese Hanna
Title: State Insurance Adminigrator
Office of Insurance
Department of Finance and
Adminidration
Email: hannat@dfa.state.ms.us
Direct Phone: 601-359-6708, 601-359-5006
Agency/Agencies Represented:
Depatment of Finance & Adminidration
Web: http://knowyourbenefits.dfa.state.ms.us

ASO FY 04

Total Annual Drug Spend- Minus
Copays.$153,157,326 ASO only;
$200,205,654

Amount Paid PMPY :$84.31
Average SciptsDispensed PMPY';
18.64

Generic Dispensing Rate: 99.9%
dispensed when avail able; 55.4% of
scripts are generic

No. of employees enrolled in state's
drug plans: 118,000

No. of retirees 18,000 CY 2003
Total Annual Drug Spend- Minus
Copays: $90,549,049 FY 2004
Amaount Paid PM PY : $455
Average SaiptsDispensed PMPY:
13

Generic Dispensing Rate When
Available: 88%; overall 49%
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Ohio

Name: Greg Pawlack
Title: Benefits Aralyst
Email: gregory.pawlack@das state.oh.us
Direct Phone: (614) 466-6205
Agency/Agencies Represented:
Department of Administrative Services
Name: Nan Neff
Title: Benrefits Administrator
Email: Nan.Neff@das.state.oh.us

Direct Phone: 614-466-8857, Toll-free: 800-409-1205

Agency/Agencies Represented:

No. of employees enrolled in state's
drug plans: 42,500 (self-funded
PPO)/53,175 overall

Total Annual Drug Spend- Minus
Copays: $59.8M CY 2004

Amoaunt Paid PM PY: $1407

Totd Scripts Dispensed PMPY: 17.1
% Generics Dispensed When
Available 46%

Human Resources Dividon, Office of Benefits Adminigration Services,

Department of Administrative Services

30 East Broad Street, 28th Floor, Columbus Ohio 43215

htt p://dastest.ohio. gov/hr d/benindex. html

Web:

Oregon No. of employees enrolled: 45,606 and

Name: Kathy Loretz dependents for atotal of 115,304

Title: Director of Operations No. of Retirees: 3482 non Medicare

Email: Kathy.L oretz@state.or.us retirees 114 state agencies and 7

Direct Phone:  503-373-0800 ?.Tarf”f\% OfaIU gvefssfy %:jste'a

AgencylAgencies Re:'pr@ented: ) Copays:glJ?.Z mriIL:?on pené- e
Public Enployees Benefit Board Amount Paid PMPY: $ 484
(PEBB) Average SaiptsDispensed PMPY':

9.6

Name: Jean Thorne % Generics Dispensed When

Title: Administrator for the Board Available: 46.6%

Email: Jean.l. Thorne@state.or.us

Website: htt p://eqov. oregon.gov/ DAS/PE BB/ index .shtml

Pennsylvania
Name: Matt Waneck

Title: Group Insurance Section Chief
Public Employee Benefits T rust Fund

(PEBTF) Division
Email: mwaneck @state.pa.us
Direct Phone: 717-787-9872
Fax: 717-787-7763
Agency/Agencies Represented:
Executive Offices

Website: http://www. pebtf.org/default.asp

No. of active employeesenrolled in
state’ s drug plans: 82,000
No. of Retirees 62,000 CY 2004
Total Annual Drug Spend- Minus
Copays?:

$276,550,000
Amount Paid PMPY:  $1964
Average Scr ipts Dispensed PMPY :
30
% Generics Dispensed When
Available 49%
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Rhode I sland

Name: Susan Rodriguez No. of empl e in St
Title: Senior Legal Counsel 0: Of eMp'oyees enfotied IN Sale's
: drug plans:15697 actives; 3750 earl
Name: E. Paul Larat, Associate Dean URI rertlf?egsans e =
Rita Marcoux, Center Director Total Annual Drug Spend- Minus
Emall: srodriguez@admin.ri.qgov Copays$ 34,051,160
marcoux @URI.EDU Amount Paid PMPY: $1909
larrat@uri.edu Total Scripts Dispensed PM PY: 15.4
Direct Phone: 401-222-3454 Generic Dispensing Rate: 43%
Agency/Agencies Represented:
Depatment of Adminidration
Washi ngton No. of employees enrolled in state's
Name: DonnalL . Marghall, PharmD drug plans:83,077
Title: Pharmacy Director No. of retirees: 19,095 CY 03
Name: Duane Thurman, Prescription Drug Total Annual Drug Spend- Minus
- Amount Paid PMPY : $692.50
Emal. domal 07 @hcawa.gov Average SaiptsDispensed PMPY:
Direct Phone: (206) 521-2037 12
Agency/Agencies Represented: % Generics Dispensed When
Washington Hedth Care A uthority Available: 37.6%
West Virginia ) No. of employees enrolled in state’s
Name: Felice Joseph drug plans: 137,000
Title: Pharmacy Director No. of Retirees: 44,000
Name: Keith Huffman, Acting Co-Director and Total Annual Drug Spend- Minus
Pharmagy Director Copays: $148,406,547 before rebates
. Amount Paid PMPY: $820.07
Public Employee Insurance Agency Average SaiptsDispensed PMPY':
_ (PEIA) _ 18.42
Email: floseph@wvadmin.gov % Generic Dispensed When
'kKhuffman2@wvadmin.gov' Available: 99.03%
Direct Phone: (304) 558-6244, Ext 243
Agency/Agencies Represented:

Public Employees Insurance Agency
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