Health Industry Collaboration Effort, Inc. (ICE)
Annual Conference
December 4, 2007

ol Cynthia Tudor, Ph.D.

Director
Medicare Drug Benefit Group

B A DA B TNE |


http://rds.yahoo.com/S=96062857/K=medical/v=2/SID=e/l=II/R=397/SS=i/OID=68c644398765b1b0/SIG=1hr2p4h9p/EXP=1104428561/*-http%3A//images.search.yahoo.com/search/images/view?back=http%3A%2F%2Fimages.search.yahoo.com%2Fsearch%2Fimages%3Fp%3Dmedical%26toggle%3D1%26ei%3DUTF-8%26imgsz%3Dall%26fr%3DFP-tab-img-t-192%26b%3D381&h=193&w=206&imgcurl=www.workpartners.com%2Fimages%2Fphoto-medical-services.jpg&imgurl=www.workpartners.com%2Fimages%2Fphoto-medical-services.jpg&size=11.0kB&name=photo-medical-services.jpg&rcurl=http%3A%2F%2Fwww.workpartners.com%2Fmedical-services.htm&rurl=http%3A%2F%2Fwww.workpartners.com%2Fmedical-services.htm&p=medical&type=jpeg&no=397&tt=1,483,666

o -,. o _.'.r.'-
B
e
"l. 'I_ -

ﬂEﬂauED mf-ﬂ:&’ }buFEEL
fmﬂﬂf THE LATHIETEN POTT LIKE vDuRE NOT ALLTHERE. —




 enrs) National Prescription Drug Spending,
IR by Source of Payment, 2005 and 2006

OQOut-of-pocket spending as a share of all prescription drug spending decreased in the first year of
the Medicare drug benefit.
2005 ($203 Billion) 2006 ($219 Billion)
Medicare,
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Other
Public,
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Public,
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Source:Bor ger, et al., fAHealth Spending Projebletalth@‘ffaisswé'brexclusivgﬁeeraDyJZI&ZOOGC?Iang



Total Projected Spending Under Part D,
A Comparison of 2006 -2008 Estimates

Total spending under Medicare Part D is projected to be lower than previously estimated.
(In Billions)

$34

2006 2008 2010 2012 2014 2016

FY 2006 budget mid-session review
—8— FY 2007 budget mid-session review
—a— FY 2008 President's budget
Note: Data are from the FY 2006 Budget Mid-Session Review, FY 2007 Budget Mid-Session Review, and FY 2008 President's Budget
Source: Office of the Actuary, CMS.




Part D Operations

U Applications & Contracts

U Formulary & Benefits Reviews
U Marketing & Policy

U Monitoring & Compliance

U Performance Measures



Plan Offerings and Analysis




CYO09 Part D Contract Summary

Contract 2008 2007
e
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Excludes Employer, PACE, SNP, and Part B only plans.




CYO08 Benefit Type Analysis

Benefit Type

Defined Std. Benefit] 11.8% | +0.3%

Actuarially 12.9%| -0.4%
Equivalent Std.

Basic Alternative 24.7% | -2.6%

Enhanced 50.6% | +3.3%
Alternative

Totals 100%

Note: Excludes Employer, PACE, SNP, and Part B only plans.

0.9%
6.9%

3.9%
88.3%
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-4.1%
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Formulary Highlights




Formulary Review: Approach

I Part D formularies are reviewed to prevent
discrimination against beneficiaries by age, disease, or
setting (e.g. longterm care)

1 Ensure the inclusion of a broad distribution of

therapeutic categories and classes

1 Utilize reasonable benchmarks to check that drug lists
are robust

I Review tiering and utilization management strategies

I Identify potential outliers at each review step for further
CMS investigation

I Obtain reasonable clinical justification when outliers
appear to create access problems
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-l Characteristics of 2008 Formularies

USP Model Analysis
# of Formularies % of Formularies % of Plans
160 43.8% 42.3%

Formulary Edit Analysis

Type # of Formularies % of Formularies
Specialty Tier 288 78.9%
Step Therapy 297 81.4%
Quantity Limit 357 97.8%

Prior Authorization 357 97.8%
Total Formularies 365




2007 vs. 2008 Formularies (PDP)

1,100
m 2007 12008
1,075
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Average Number of Reference NDCs on Formulary
Note: Adjusted for drugs comparable on both the 2007 and 2008 Medicare Formulary 4,

Reference Files. 2007 and 2008 formulary data as of 09/18/07.



2007 vs. 2008 Formularies (MA  -PD)

1,100
W 2007 [ 2008
1,075
1,050
1,025
1,000
Average Number of Reference NDCs on Formulary
Note: Adjusted for drugs comparable on both the 2007 and 2008 Medicare Formulary 13

Reference Files. 2007 and 2008 formulary data as of 09/18/07.



2007 vs. 2008 Formularies (PDP)

16%
14% W 2007 [ 2008
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6% -
4% -
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0% - -

Average Percent Average Percent Average Percent

of Reference of Reference of Reference
NDCs with Prior NDCs with Step NDCs with
Authorization Therapy Quantity Limits

Note: Adjusted for drugs comparable on both the 2007 and 2008 Medicare Formulary 1,4
Reference Files. 2007 and 2008 formulary data as of 09/18/07.




2007 vs. 2008 Formularies (MA  -PD)
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of Reference of Reference of Reference
NDCs with Prior NDCs with Step NDCs with

Authorization

Note: Adjusted for drugs comparable on both the 2007 and 2008 Medicare Formulary
Reference Files. 2007 and 2008 formulary data as of 09/18/07.

Therapy

Quantity Limits
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Key Drug Types Impact on Part D
Formularies

I The number of unique FDA-approved drug entities on
Part D formularies is increasing.

I The number of KDT listed in the USP Model increased

significantly between 2007 (141) and 2008 (193)

1 CY 2008 analyses are ongoingPreliminary results show
that for the KDTs that were consistent between 2007 and
2008, there is a negligible difference in the average
percentage of KDT included on formularies (98.3%
versus 98.7%)

I Based on available information, the use of KDTs as an
outlier test is the appropriate method for review
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2008 Formulary Summary

uUPart D sponsorso 2008 forn
unchanged in comparison to 2007 formularies.

I The comparison of formulary characteristics between benefit year:
must be adjusted to reflect current formulary standards. For 2008,
CMS cleaned up the Formulary Reference File (FRF) to remove
excluded Part D drugs that were included in 2006 & 2007
formularies. Not adjusting for this factor will lead in inaccurate
coverage year comparisons.

0 On average, Part D sponsors 2008 formularies will cover
approximately 2% more distinct FDA-approved drug
entities in comparison to 2007 formularies.
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2008 Formulary Study Cont.

U Once again, CMS has performed an extremely
rigorous formulary review to ensure
appropriate access to drugs and to avoid
discrimination against beneficiaries with certain
conditions.

U 2008 formularies will have slightly higher rates
of utilization management compared to 2007
formularies .
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=28 2008 Gap Coverage Analysis

i

B PDP B MA-PD

Percentage
of Contracts

None Some All All Other
Generics Preferred Generics
Generics

Gap Coverage Type
Note: Excludes Employer, PACE, SNP, and Part B only plans.
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2008 Gap Coverage Summary

U Options are available that cover generic drugs in the
coverage gap for as low as $28.70 a month and all states
have PDP plans with coverage in the gap for generic
drugs for under $50 a month.

U The total number of plans with any gap coverage will be
decreasing in about half of the states; however there will
still be many plans in each state (between 14 and 18
plans depending on the state) with coverage of generics
In the gap.

U There will be no PDP plans that cover all brands or all
preferred brands in the gap (note: only 1 PDP will have
any brand coverage; Citrus Health Care in Florida will
cover NnSome Brandso in the

20



2008 Enhance Alternative (EA)
Gap Coverage Analysis

B PDP B MA-PD
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None Some All All Other
Generics Preferred Generics
Generics

Gap Coverage Type
Note: Excludes Employer, PACE, SNP, and Part B only plans.
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Percentage
of Contracts

2008 Premium Analysis

B PDP & MA-PD

AN
o

$0 $0.01 $10.00 $20.00 $30.00 $40.00 $50.00
to to to to to or
$9.99 $19.99 $29.99 $39.99 $49.99 more

Premium Amount
Note: Excludes Employer, PACE, SNP, and Part B only plans.
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2008 PDP Plan Summary

More than 90 percent of Medicare beneficiaries in a standlone
Part D prescription drug plan (PDP) will have access to at least one
plan in 2008 with premiums lower than they are paying this yeatr.

In every state, beneficiaries will have access to at least one
prescription drug plan with premiums of less than $20, and a choice
of at least five plans with premiums of less that $25 a month.

The lowest premiums for plans will range from under $10 ($9.80 in
AZ) to just under $20 ($18.00 in AL and TN).

In 2008, 17 organizations will offer standalone prescription drug
plans nationwide (in all 50 dates plus Wash, D.C.)

Beneficiaries in all states have access to a PDP with no drug
deductible for a premium of less than $26 per month.

In every state, the majority of plans offer maitorder pharmacy
services.
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2008 MA -PD Plan Summary

I There are more MA-PD health plan offerings in 2008
than in 2007.

I MA-PD premiums will average $11 lower than
premiums for PDPs in 2008 (vs. $7 lower in 2007).

1 Over 90 percent of people with Medicare will have
access to a MAPD for a $0 premium and with a $0 drug
deductible.

I For Medicare Advantage, premiums will be lower Iin
2008 than 2007 and the vast majority of beneficiaries
will have access to plans with $0 premium for Part D
coverage.
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Marketing
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Post MMA Marketing

U With the start of the Part D program, CMS employed
not only 1 t0s usual Regli on
but also Central Office and contractors to review
marketing materials for 2006 and beyond.

ualn 2007, CMS conducted a n
congruence (agreement) between the original review and
a re-review of the material.

U CMS also conducted a File & Use retrospective study to
determine whether material filed under F&U
Certification met CMS requirements.

I Results from this study reinf.
the consistency study.
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Consistency Study Results

40% congruence rate.
60% of the re-reviewed materials contained errors.
The EOC contained the largest number of errors.

For the purpose of this study, CMS identified critical
elements errors (may negatively impact understanding
of the content).

2/3 of all errors were noncritical.

Material ID/Approval Placeholder errors account for
65% of the materials with one critical element error.
Correcting for this error improved consistency to 68%.
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Marketing Recommendations

| Use Structured Checklists or Protocols for CMS review.

I Make Protocols available to plans for use in the
development of marketing materials.

I Develop process within HPMS to document important
communication and supporting documentation.

I Develop a system for regularly identifying, suggesting
and making improvements to the review process.

I Create a system to address Global Process issues (i.e.,
marketing material identification numbers) quickly,
eliminating a significant number of disapprovals.

1 Improve training.
1 Clarify marketing guidelines.
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Enroliment Update
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Current Part D Enrollment

Enrollment Category #

Stand-Alone Prescription Drug Plan 17.18M
Medicare Advantage with Prescription Drugs 7.45M
Total 24.63M

U Part C & D enrollment information is available
at www.cms.hhs.gov/IMCRAdvPartDEnrolData/

Data as of October 2007
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8 Enrollment by Benefit Type

U Beneficiaries
are selecting
alternative
design plan

types.

® Enhanced Alternative
B Basic Alternative
Actuarially Equivalent

Standard
® Defined Standard

Data as of Jan07
Analysis excludes FBDE & LIS
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- 2l Enrollment by Deductible Category

U Beneficiaries
are selecting
plans with no
deductible.

m $265
$1 - $264
m $0

Data as of Jan07
Analysis excludes FBDE & LIS

100%
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Enrollment by Premium Category

U Beneficiaries
are selecting
plans with
low or no
premiums

m $32.20 and above
$0.01 - $32.19
m $0

Data as of Jan07
Analysis excludes FBDE & LIS
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8 Enrolilment by Gap Coverage

) _ 100% -
U Coverage In
the gap is not
5 0 or 0) -
a significant 80%
factor in plan
selection. 60% -
m All Formulary Drugs 40% 1
m Generics & Brands
B Generics & Preferred Brands .
Generics 20% 1
B None
0% -
Data as of Jan07 PDP MAPD

Analysis excludes FBDE & LIS



Enroliment by Number of Generic
Entities on Formulary

U The number of
generic entities
on a formulary
IS not a
significant factor

In plan selection.

m 1500+
1000 - 1499
m <1000

Data as of Jan07
Analysis excludes FBDE & LIS
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Pricing and Reimbursement
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Drug Pricing and Reimbursement

U Drug pricing data is published on Medicare.gov on
the Medicare Prescription Drug Plan Finder
(MPDPF) tool.

I The pricing data is submitted by plans and is at the
pharmacy level.

I Updated biweekly.

U CMS monitors and reports pricing changes as a
current performance measure.

U CMS is prohibited from negotiating prices and
reimbursement with plans, pharmacy benefit
managers (PBMs), distributors, and pharmacies.
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Monitoring of Drug Pricing

0 CMS has a current performance metric to
measure drug price changes.

0 The average drug increase in the CPI (Feb.
Aug. 2006) was 5%.

1 13% of PDP drug prices exceeded the CPI
Increase.

I Plans were given a high rating if they had a
ower percentage (<22%) exceeding the CPI.

1 Plans were given a low rating if they had a
nigher percentage (>33%) exceeding the CPI.

I 7 PDPs and 34 MADs received low ratings (1 or 2
stars).
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Part D Report Card / Plan Ratings
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Goal of Performance Metrics

U Consumers need and want more useful
Information to get better care at a lower cost

U To ensure that Medicare beneficiaries receive tf
best healthcare and prescription drug coverage
available and that they have the data necessary
make informed decisions.

USupport the President
transparency and CMSO
transparency/confident, informed consumers.
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Part D Plan Ratings 1 New for 08

U Expansion of the number of Part D
measures

U Making measures more accessible to use
of the drug plan comparison websites

U Measures will be evaluated and rated at a
domain and measure level
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Medicare Plan Ratings Integrated with the
Plan Finder

U Beneficiaries will have the opportunity to view the measures
at three levels:

I The highest level is the domain level, which summarizes all
measures in that area into a single rating.

I From each domain, beneficiaries can drill down to the

summary level. This level will provide a rating for each
measure.

I Within each measure, a beneficiary can view details. This
level will show a rate, time, or statistic for each measure.

U Both the domain and summary level ratings will be based on
a five-star scale
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Medicare Part D
Plan Ratings Measure Domains

U Drug Plan Consumer Service

U Using Your Plan to get Your
Prescriptions Filled

U Drug Pricing Information
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www.medicare.gov

Plan Ratings

Select Plans for ZIP Code 21244 “Print This Page (' Close Window )

When you choose 3 plans to compare, quality and performance information will be available to help you make
the best choice for you. Quality and Performance varies across plans. Giving good quality care means doing the
right thing, at the right time and in the right way to get the best possible results.

You are comparing: _Prescription Drug Plans ®Health and Prescription Drug Plans [ what is this? ] [ View |

Drug Plan Ratings Health Plan Ratings
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Drug Plan Customer Service
Measures (Domain #1)

U Customer service wait time

U Customer service disconnect rate

U Pharmacy help desk average wait time

U Pharmacy help desk average disconnect rat
U Beneficiary ability to get help from the plan
U Beneficiary rating of plan

U Total customer service complaints
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