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Since 2000, biopharmaceutical companies have brought

MORE THAN 500 NEW TREATMENTS AND CURES

to U.S. patients

i

In the last 100 years, medicines have
helped raise average U.S. life expectancy 5 year cancer survival rates are
from 47 years to 78 years* up 39 percent across all cancers™

Death rates for HIV/AIDS and cancer has
fallen 85 percent and nearly 22 percent New hepatitis C therapies have cure rates
since their peaks in 1995 and 19971 of more than 90 percent™

TODAY MORE THAN 7,000 MEDICINES

are in development around the world

Medicines in Development*
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AN AVERAGE OF 70% OF DRUGS

are potential first-in-class therapies, meaning they use a
completely new approach to fighting a disease

Percentage of Projects in Development that Are

Potentially First-in-Class Medicines in Selected Therapeutic Areas, 2011
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HEPATITIS C

The leading cause of liver transplants and the

reason liver cancer is on the rise — is now curable ahc masl,iugton ”ost

in more than 90 percent of treated patients.*

16, 2015

Gov. Hogan’s Cancer is in
Remission, 30 Days After
CANCER He Completed Chemo
New therapies have contributed to a 23% decline
in the cancer death rate since its peak in 1991.
Today, 2 out of 3 people diagnosed with cancer
survive at least 5 years.** ~ v ~.
< €he New Hork Times
December 6, 2015
HIGH CHOLESTEROL Former President
America’s biopharmaceutical companies are Jimmy Carter Says He is
currently developing 190 medicines to treat heart Free of Cancer
disease, stroke and other cardiovascular diseases.
New PCSKQ inhibitors have revolutionized high
cholesterol treatment. Between 1991 and 2011, the
death rate from heart disease dropped 46%.***

www.phrma.org/cost
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Developing New Treatments and Cures
Is a Complex and Risky Undertaking

On average, it takes more than
10 years and $2.6B to research and develop a new medicine.*

(T BETWEEN 1998 AND 2014 )

12 3 Just 4
Alzheimer’s Disease** 1 2 O/ Alzheimer’s Disease
(0)

96 of drug candidates that enter
Melanoma*** clinical testing are approved

Melanoma
for use by patients

167 10

Lung Cancer*** Lung Cancer

EMA
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Medicine Use Yields
SIGNIFICANT HEALTH GAINS AND
SAVINGS ON OTHER SERVICES

Due to a growing body of evidence, the Congressional
Budget Office (CBO) began recognizing reductions in
non-drug expenditures associated with increased use
of prescription medicines in Medicare

¢€ Pharmaceuticals have the effect of

Researchers also found that gaining Medicare
Part D prescription drug coverage was tied to an

« 8% decrease

IN HOSPITAL ADMISSIONS
for seniors overall, with higher reductions

for certain conditions*

EMA
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Medicines save lives and help patients

AVOID EXPENSIVE HOSPITALIZATIONS
AND EMERGENCY ROOM VISITS

THE U.S. HEALTH CARE SYSTEM COULD SAVE $213 BILLION ANNUALLY
IF MEDICINES WERE USED PROPERLY"*

Adherence to Medicines Lowers Total Health Spending for Chronically Ill Patients**

DRUG SPENDING MEDICAL SPENDING

$1,058 a
$656 $601

- $429

-$1,800

Better use of medicines

lowers total health spending

-$4,337

for chronically ill patients.

$8,881
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The Biopharmaceutical Sector is the

SINGLE LARGEST FUNDER OF BUSINESS R&D
IN THE UNITED STATES

Share of Total US Business R&D by Industry, 2013

The biopharmaceutical sector accounts for the single
largest share of all US business R&D, representing
17% of all domestic R&D funded by US businesses.

17111 S — R ——
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Government actuaries project prescription drug spending growth to remain between 6% and 8% through
2025, in line with overall health care spending growth.'

2014 saw a record 41 medicines approved by
the FDA including a number of transformative
medicines for debilitating diseases—as well as
15.7 million Americans gaining coverage
through the Affordable Care Act.??

*Total retail sales including brand medicines and generics Sources: PhRMA analysis of CMS datal; RAND Corporation?; FDA3

Prescription Medicines: Costs in Context www.phrma.org/cost

In fact, after discounts and rebates, brand medicine prices
grew just 3.5% in 2016.

Rebates and Discounts

l

Estimated Net Price Growth — Invoice Price Growth




Initial Medicaid Costs for Medicines Greatly
Overstate Costs Net of Rebates

How rebates dramatically lower costs for states:

$100.9°

$37.00

gov/sites/defadlt/files/114th-congress-2015-2016/réports/52142-budgetoptions de

2017 t6 2026 https://wiiw.c

Increased Use of Medicines Reduces
Medicaid Medical Utilization

Percent Impact of a 1% Increase in Prescription Drug Utilization can Decrease Medical
Utilization in Medicaid by as Much as%?

izations .nt Visits .is‘rts
n

1. Roebuck, Mark, C., PhD, Kaestner, Robert, J., PhD, & Dougherty, Julia, S., PhD. Impact of Medication Adherence on Health Services Utilization in Medicaid. Med Care 2018; 56 75
2. Ufilization change based on largest change among examined condition groups: congestive heart failure, dyslipidemia, diabetes, asthma/COPD, depression, and schizophrenia/bip

disorder
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THEN & NOW

Biopharmaceutical companies
invest in pioneering research
to bring new treatments to
patients, and over time those
medicines become available as
lower-cost generic copies.

MA Figuems twpresarn the average sneusl price for 30 il of the mens commanly Sapenaast form ! srength
“Tron” pon sepreserts the yo “Now” oram
—— > Soceon: IM5 by for PHMA, May 2015 SO NAE Oovta T Canbget Sobpm avalooms

Patent CIiff

Competition From Generics and Biosimilars Is Expected to Reduce US
Brand Sales by $105 Billion From 2018 to 2022

Lower Brand Invoice Spending Due to Loss of Exclusivity (in Billions), 2013-2022

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

2013-2017: $74 Billion

2018-2022: $105 Billion*

B Actual W Projected

*Figures may not sum due to rounding.
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Prescription Medicines: Costs in Context www.phrma.orglcost

Insurers and PBMs have a lot of leverage to hold down
medicine costs.

Negotiating power is increasingly concentrated among
fewer pharmacy benefit managers (PBMs).

if a medicine is covered

patient cost sharing

Top 3
Market Share: utilization management through

7 0 o/ prior authorization or fail first
0

preferred treatment guidelines
OptumRx/Catamaran* and pathways
CVS Health (Caremark)
Express Scripts
B Ailother

Pharmacy Benefit Managers (PBMs)
Report Record Low Growth in Spending

Annual Growth in Net Retail Prescription Medicine per
Member per Year Spending for PBM Commercial Clients

CVS Health Express Scripts  Prime Therapeutics

3.2% 3.8% 2.5%

1.9% 1.5% -0.2%
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1/3 of brand medicine list prices rebated back to Rebates, discounts and fees are increasing
payers, government or retained by supply chain for brand medicines

$106.4B

Brand Companies
B Market Access Rebates and Discounts!
Statutory Rebates and Fees

Supply Chain Entiti
upply Chain Entities 2013 2014

Berkeley Research Group @’

Prescription Medicines: Costs in Context www.phrma.orglcost

And too often negotiated savings do not make their way
to patients.

52%

W Copay

Deductible

Coinsurance

10



Prescription Medicines: Costs in Context www.phrma.org/cost

Sharing negotiated discounts with patients would increase
premiums about 1%.

Certain commercially insured patients could save $145 to more than $800 annually.

Change in Plan Costs with Shared Rebates
PLAN TYPE
Traditional PPO Copay HDHP* Coinsurance HDHP
Net Plan Per Member Per Month Spend $433.91 $374.41 $372.89

Change in Plan Costs $ $0.82 $2.62 $3.84

Change in Plan Costs % 0.2% 0.7% 1.0%

Medicines are Part of the Solution...

AND MORE CAN BE DONE TOGETHER

COST CONTAINMENT PAY FOR VALUE SOLUTIONS

Look at all health care costs, Support evidence-based Avoid blanket policies
reduce administrative costs care and empowered patients that chill investment,
and waste, replicate effective and providers, backed by and collaborate to find

cost-containment practices. sound research and strong new approaches.

quality measures.

PRWA e K ol W B
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Key Takeaways

 Total prescription medicine spending is expected to remain constant at about
14% of total health care expenditures from 2015 through 2025 even as many
new treatments reach patients.

 Less than half of all net spending on prescription medicines — or about 7% of
total health care spending — goes to brand biopharmaceutical manufacturers .
* 10% is from brand and generics. (7% brands / 3% generics).
» 4% is from other supply chain entities.

» Federal government actuaries report retail prescription medicine spending grew
just 1.3% in 2016, less than one-third the rate of overall health spending growth.

* 90% of all prescriptions filled in 2016 were generics, up from 80% in 2011. IMS
projects that $140 billion of U.S brand sales will face competition from generics
of biosimilars between 2017 and 2021. There is no similar type of cost
containment for other health care services.

» Claims from PBMs, payers, and others about “skyrocketing prices” of medicine@

-]
Let’s Talk About Cost

You
, don’t
o iy SR pay full price
for my medicine? fOI‘ dOCtOI’ or
Who decides hospital visits.

what | pay for
my medicine?

Sowhyisa
visit to the
pharmacy
different?

5/28/19
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Need help accessing your

medicines? We can help find
resources that may be available
to you.

Patinnt Resources ¥

About ¥

« Broadens the Partnership For Prescription Assistance
(PPA) considerably to help uninsured as well as those
with limited coverage. ..

medicine
assistance

» Asearch engine to connect patients with medicine- tool

specific financial assistance programs

« Resources to help patients navigate their insurance
coverage

+ Information about the cost of medicines

« Serves as a resource for patients, caregivers and
health care professionals

4

New Access and Affordability Platform: Meet MAT

mat e
Mate

mat¥®

Stance O
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6. MACPAC. MACStats

Questions??

sbrigner@phrma.org

Price Controls in Medicaid Are Manifested Through the Rebate Program

NTAL REBATES

AC( ING TO THE CONGR INA DGET OFFICE
¢ 1 pr ! } t 1 f
$34.9 billion
to Senate Finance Committ hairman Chuck Grassley (R-1A) ne 21, 2005
Jow the Medicaid rebate on prescription dru

It/files/cbofiles/ftodocs/4

gs affects pricing in the pharmaceutical industry
d0c4750/1996d0c20,0df,

Washington, DC: CBO; 1996,
ccessed January 201
hibit 28. Medicaid Gross Spending and Rebates for Drugs by Delivery System, FY 2017. hitg macn :C001ent/u0l0ads/2005/11/EXHIBIT:28 ..
Medicaid-Gr d d-Reb for-Drugscby-Deliver EY-2017 pdf Published December 2018. Accessed March 2019 58
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Flow of Payment for a $3,000 HIV Medicine
‘;" MANUFACTURER Retains $1,905.00
$19500ke | | $30000 » Diane’s coinsurance is calculated
i based on the medicine’s full
Rl 41500 undiscounted price, meaning she pays
over $100.00 more than if her
coinsurance was based on the insurer’s
4 SPECIALTY #1200 s actual cost
oy KBS g « Specialty pharmacy is owned by the
ﬁ PBM, so the PBM earns a total of
$522.25 on Diane’s prescription
m Sponcs 861200 ($308.00 + $214.25)
Retains $308.00
Assumptions:
@‘J heTA P R + $3,000 list price per prescription
* 20% base rebate
S —— » Patient pays 20% coinsurance
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