Congress of the United States
TWashington, BE 20515

Prescription Drug Task Force -

November 17, 1998
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Senator John Breaux Congressman Bill Thomas

Statutory Chairman ' Administrative Chairman

Bipartisan Commission on the Future of Medicare Bipartisan Commission on the Future of Medicare
Adams Building, Library of Congress Adams Building, Library of Congress

101 Independence Ave., S.E. , o 101 Independence Ave. S.E.

Washington, D.C. 20540-1998 Washington, D.C. 20540-1998

Dear Chairmen Breaux and Thomas:

As members of the House Prescription Drug Task Force, we are writing to you to express our
strong support for the consideration of the inclusion of prescnptlon drug coverage in the Medicare
program.

As the National Bipartisan Commission on the Future of Medicare continues the important task of
considering ways to preserve the Medicare program, we hope that the Commission will not only consider
the solvency of the program but will also consxder the coverage our national health insurance program
should provide for our senior citizens.

We believe that prescription drug coverage is of utmost importance to America’s seniors. The
rising costs of prescription drugs is particularly difficult for seniors, who use one-third of all prescriptions.
Although prescription drugs are frequently used to treat common acute and chronic diseases, many
Americans, especially the elderly and other vulnerable populations, are unable to afford necessary
~ medications because of excessive and persistent prescription drug price inflation. Because Medicare does-
not cover outpatient drugs and Medicaid is only available in extreme circumstances, many seniors do not
have prescription drug coverage and must incur these expenditures out-of-pocket. Few seniors can afford
the limited protection offered by some Medigap plans. Furthermore, we are learning that Medicare
managed care plans may not be providing the answers that we may have hoped for.

Not only do seniors require more medications than the rest of the population, they are forced to -
pay more for medications. Several members of Congress recently asked the Government Reform and
Oversight Committee to investigate whether pharmaceutical companies are taking advantage of older
Americans through price discrimination, and if so, whether this is part of the explanation for the high drug
prices being paid by older Americans. This study compared the prices paid by pharmaceutical companies'
most favored customers to the prices paid by seniors without any prescription drug coverage for the ten
brand name drugs most commonly used by seniors.

The study showed that older Americans and others who pay for their own drugs are charged far
more for their prescription drugs than are the drug companies’ most favored customers, such as large
insurance companies and health maintenance organizations. For example, a senior pays for prescription
drugs, on average, almost twice as much as the drug companies’ favored customers. This price differential
is approximately four times greater than the average price differential for other consumer goods.
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Other drugs commonly used by seniors that are not among the top ten have even higher price
differentials. For example, an equivalent dose of Synthroid, a commonly used hormone treatment, would
cost the favored customers only $1.78 but would cost the average senior almost $30.00. This is a price
" differential of over 1,600%.

Prescription drug coverage is necessary to health improvement and health maintenance. We
understand that cost is an important consideration as you deliberate this issue. We believe that there are
fiscally responsible approaches to ensuring that Medicare beneficiaries get the prescription drugs they
need. Furthermore, we believe that the inclusion of a Medicare prescription drug benefit will ultlmately
save money in other acute care costs. '

We are enclosing a copy of the Government Reform and Oversight Minority Staff Report:
Prescription Drug Pricing in the United States: Drug Companies Profit at the Expense of Older
Americans for your review. ,

Thank you in advance for your consideration of these matters.

Sincerely,

Marion Berry
Member of Congress

Henry Waxman - ' :
Member of Congress

Lucille Roybal- d Nancy Pelosi
Member of Congress Member of Congress
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William Delahunt
Member of Congress

Neil Abercrombie
Member of Congress
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Member of Congress
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Member of Congress
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Nick Lampson
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Patrick Kennedy
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Robert Weyg
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EDWARD M. KENNEDY
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Options to Fit Prescription Drug Coverage within the FY2000 Budget
December 21, 1998

Costs of Prescrlptlon Drug Optmns
RN PRLA D i

pedated il ,A,

Comprehenswe Coverage under Medmare Part B $18 bllhon!ycar

Catastrophic Coverage under Medicare Part B $10 billion/year!
81000 deductible, 20% cost-sharing, and $4000 limit \
‘on out-of-pocket spending

Basic Coverage under Medicare Part B . $8 billion/year®
$1200/year with 20% cost-sharing :

Options to Reduce or Finance Medicare Prescription Drug Costs

L.

Year 2000 and subsequent year costs can be reduced by phasing in the program in a way
that allows the use of tobacco tax financing to support the Medicare drug benefit without
as great a negative impact on the rest of the budget. By starting the new program after
the beginning of FY2000, costs in that year can be reduced to any desired level,
depending on the date in which the benefit becomes available. In addition, the actual
value of the benefit can be phased in over a more extended period of time, e.g., start with
a $500 basic benefit in 2001 that does not phase up to a $1,200 per year benefit until
2003.

The federal budget impact of the program can be reduced by raising the beneficiary
premium share, Currently, beneficiaries pay 25% of the costs of Part B benefits. For this
new benefit, beneficiaries could be asked to pay 50% of the cost. This change would
reduce the cost of partial coverage to $5-36 billion per year. Making a comparable
adjustment to the catastrophic benefit premium and i mcreasmg the deductible could
reduce this cost to the $5-$6 billion range as well.

Another approach to reducing the federal cost would be to provide less generous
Medicare coverage, but supplement it with a federal-state program to assist low-income
seniors or those with exceptionally high drug costs. States choosing to participate could

'Based on preliminary CBO estimates, adjusted to reflect discounts achieved by bulk

purchases.

*Based on preliminary CBO estimates, adjusted to reflect discounts achieved by bulk

purchases and providing 20% cost-sharing.
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be asked to finance 50% of the costs, (Fouﬂeen states already have such programs in
place funded exclusively by state funds.)

A further alternative would be to use corporate welfare reforms to fill the budget shortfall
cteated by dedicating all or most of the tpbacco tax revenue to Medicare drug coverage.
The tobacco tax is unlikely to be enacted without a popular use of the revenue, such as
Medicare drug coverage, to pull it along. An approach that filled the hole with defensible -
corporate welfare reforms would free up the tobacco tax for Medicare, even if these
proposals might not be likely to be enacted. '
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» MAILING ADDRESS

RITE

PO. Box 3165
@ ~ Harrisburg, PA 17105
S « A ) » GENERAL OFFICE
. * S ’ 30 Hunter Lan
RITE AID Corporation - | Camp Hill, PA 17011

= (717) 975-3740
* (717) 975-3760 Fax
- Mltelman@rlteald.ccm

WILLIAM A.K.TITELMAN
Executive Vice President
Managed Care & Public Afiairs

-MEMORANDUM
T " John Podesta
| From: ’jt Titelman‘
©- Re: - ::Medlcare Coverage of Prescnptlon Drugs: Rite AlleCS Health Systems
S - Recommendations
“Date: June 11,1999

T
i

As you may know, Rite Aid Corporation is one of the nation’s leading community
pharmacies and we recently acquired PCS Health Systems, the nation’s -largest
pharmaceutical beneft manager (P@M) Semor executwes from Rite Aid and PCS will be
meeting at 11:00 AM-on Tuesday, June 15" with Chris Jennings to discuss their
recommendations with respect to the coverage of prescription drugs by Medicare. Atthe

meetmg wlll be Tnm No6énan, Rtte Aid's: Presndent and COO Ehzabeth Dichter, PCS ST LI

i,

for Managed Care and Pubhc Affairs. -Given this” groups experience and expertise
concerning the des1gn of prescription drug: beénefit packages, we thought it would be
- valuable for you ta review our: recommendatlans (which | have enclosed) prior to finalizing
the President’'s package ' :

We would be happy to meet with you elther on Tuesday or at your earliest
convenience to further dISCUSS these 1ssues wnth you.

Please feel free“fcfcall me wlth any questions.
WAKT:gr

Enclosure

PHOTOCOPY -
PRESERVATION

i
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MEDICARE DRUG BENEFiT PLAN DESIGN SUGGESTIONS

In order to provide a meaningful and effective drug beneflt for the elderly, it is
critical that the plan (a) works for seniors, i.e. is simple, convenient, and doés
not impose barriers on access, but instead encourages seniors to seek out, use
and remain compliant with appropriate drug therapy; and (b} allows the
flexibility necessary to manage utilization and costs while preserving and
enhancmg the quahty of care. The followmg suggestxons are offered with these
goals in mind: :

s Private sector delivery mechanism should be utilized. Private entities,
such as pharmacy benefit management and other companies with similar
capabilities, which have the expertise, operational capacity and
sophistication and, most important, experience in managing pharmacy

- benefits on a large scale, should be utilized to provide the benefit. These
entities already have in place the mechanisms necessary to deliver of a cost
effective drug benefit, and have proven themselves able to manage
utilization through innovative programs which do not sacrifice clinical
quality or consumer choice. Successful mechanisms include online claims
adjudication, formulary management, pharmacy - network contracting,
rebate negotiation, generic substitution and therapeutic interchange,
physician drug utilization review, utilization management (including drug
limits, prior authorization, step therapy) and disease management.

« Standard basic benefit package with ability to offer variations. To
ensure adequacy of the benefit and a basic level of uniformity, there should
be a standard core benefit package. This core package should cover all
FDA-approved drugs determined to meet essential clinical needs, but should
not mandate coverage of every FDA-approved drug. Discretionary or lifestyle
drugs excluded from the basic benefit package could be covered in
supplemental benefit packages and options, which should be permitted to
be offered so as to increase consumer choice and encourage competition,

s Use Flexible Methods to Control Costs Without Discouraging
Appropriate Utilization. There are several ways in which this can be
achieved: :

e Separate plan design for low-income beneficiaries. While
every senior paying into the Medicare system should be eligible
for a drug benefit, the benefit’s costs should be lower for low-
income beneficiaries. This is critical to ensure that those most
.in need have affordable access to the benefit. In addition to
lower premiums, low-income beneficiaries could pay a minimal
deductible with a lower, or.even zero, copayment. This system
would promote accessibility and better manage program costs.

“Weisuggastiom {ZMREHEIN
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o Minimize deductible and utilize fixed copayments rather
than percentage coinsurance. The willingness and ability of
the elderly to access and utilize the drug benefit will depend
upon its affordability and simplicity. A high deductible (which
requires that the initial drug costs up to a fixed dollar limit be
borne by the consumer) and percentage coinsurance (where a
-fixed percentage of the cost of every prescription is borne by the
consumer] act as barriers to appropriate drug use. Fixed
copayments (where a set dollar of the cost of the prescription is
paid by the consumer), indexed as necessary to drug cost
increases, are preferred by the elderly because they are
. predictable, simpler to budget for, and easier to remember.
Copayments could also vary based on a clinical classification of
different prescriptions, with those meeting core clinical needs
requiring the lowest, or even a zero, copayment. In addition, as
mentioned above, the plan for low-income beneficiaries could be
designed with no deductible or coPayrnent required for the core

benefit package.

» Beneficiary dmg purchases for covered drugs up to any
deductible or beyond any dollar cap should be at contract
price. If a deductible or dollar cap is imposed, beneficiaries
should be entitled to the same contract price as the government
for covered drugs they are required to purchase to meet the
deductible or that exceed the cap. This will ensure that there is
no cost shifting to the elderly to the extent they bear their own

basic drug costs.

s Use flexible drug utilization management techaniques
instead of arbitrary dollar benefit caps. Dollar caps, which

limit the total annual reimbursement per patient,

impose

arbitrary and inflexible ceilings on drug use. Historically, caps

have distorted utilization patterns and/or

increased

noncompliance (e.g. pill-splitting, skipping year-end refills).

Today there exist many more sophisticated, flexible and

clinically-based formulary and drug utilization management
tools that contain drug costs without sacnﬂcmg the quahty of

care afforded to the elderly, such as:

e a chmcal needs based formulaxy that

excludes certain discretionary

lifestyle drugs;

» three-tiered copayments

preferred, non-preferred);

or

(gencric,
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* mandatory generic substitution and
voluntary therapeutic interchange;

s prior authorization, managed drug
limits and step-therapy;

» drug utilization review;
s disease management;

e case management for high-cost
beneficiaries.

* Require pharmacy networks to meet minimum accessibility standards,
and permit the development of performance-based networks. At a
minimurm, a national pharmacy network which meets Medicaid accessibility
standards should be required. Subject to these standards, plans should
have the flexibility to develop performance-based networks, i.e. networks of
pharmacies which undertake, and are proven, to meet higher service and
cost containment standards such as higher generic dispensing rates.

+ Allow beneficiaries equal choice of their local community pharmacist
or mail order. Plans offering incentives to use mail should be required to
offer a retail maintenance option to beneficiaries. This option would allow
the clderly to obtain drugs at their community pharmacies on the same
terms and in the same quantities as they would obtain these drugs through
the mail. This would allow the elderly, who more than any other group,
need, seek out and benefit from the personal contact and counseling
available from community pharmacists, the flexibility to choose the delivery
channel most convenient and appropriate for them, Internet pharmacies
should also be permitted as an additional delivery channel option for the
elderly. :

« Employers must receive incentives to maintain retiree diug benefits.
Currently, a significant portion of the elderly population receives good, often
generous, drug coverage through employers. However, increasing drug costs
are causing many employers to reduce or eliminate these benefits,
Employers should be encouraged, through economic incentives such as tax
credits or other tax preferences, to continue to offer these benefits.
Preserving existing employer plans in this way will reduce the government
outlay for a Medicare drug benefit without imposing an economic penalty on
those employers who have chosen to provide this benefit to their retirees.

¢ Preemption from conflicting state laws. In order to provide the benefit in

a consistent and efficient manner, it is essential that the program be
allowed to operate free from the myriad of often conflicting and inconsistent

-3-
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state laws regulating every aspect of pharmacy pfacnce and benefit
management, from. provider networks to formulanes to the details of plan
design.

o Mandatory beneficiary education and information. Educating and
advising beneficiaries about their drug benefit, and about drug use and
compliance in general, is an integral part of any benefit, and is especially
critical for the elderly. Some elements of an appmprlate educauon program
might include:

¢ information to help bencﬁcxanes evaluate their "drug beneﬁt ‘
choices; -

¢ an explanation of how to use the drug benefit, from what to ask
the doctor, going to the pharmacy, differences between brands
and generics; ‘

e compliance and drug usage information, such as directions for
use, dosage and administration, drug interactions and
precautions, and disposal of old medications.

¢ A mechanism to evaluate the impact of the program on the healthcare
system. The program should establish funding to research the impact of
improved drug usage and compliance on the healthcare system, including
any reductions in medical costs and unprovernents in the quahty of life of
beneficiaries.

sk TOTAL PRGE.BS Aok
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DRUG PRICES FOR SENIORS

INTRODUCTION

Fr older Americans, the affordability of prescription drugs has
long been a pressmg concern. Outpatlent prescrlptlon drug coverage is
one of the last major benefits still excluded from Medlcare and the
elderly are the last major insured consumer group without access to
prescription drugs as a standard benefit. Although many Medicare
beneficiaries have access to supplemental prescription drug coverage,
too often that coverage is very expensive and very limited in scope
What is more, such coverage is on the decline.

As a result, older Americans—who are by far the”"greates“t ‘
consumers of prescription drugs—pay a much larger share of drug
costs out of their own pockets than do those who-are under 65. The
elderly are also least likely to receive the benefit of price discounts for
prescription drugs—discounts that are provided to bulk purchasers of
drugs, including health plans covering younger populations. This

- means the prices of prescription drugs have a greater lmpact on older

Americans than on younger persons.

In 1999, Families USA found that the prices of the 50 prfzscri,ptign drugs most_
commonly used by older Americans rosé much féster than fhe rate of inflation for
each of the previous five years.' To determme if th:s trend of steadﬂy mcreasmg
prices for prescription drugs has xmproved remamed the same, or worsened from
1999 to 2000, Famahes USA gathered updated mformataon on the pnces of the
prescription drugs most commonly used by older Amerlcans '

Our analysis shows that, in each of the past six years ‘the prices of the 50
prescription drugs most used by older Americans have increased coiisiderably
faster than inflation. While senior citizens generally live on fixed incomes that are
adjusted to keep up with the rate of inflation, the cost of the prescription drugs
they purchase most frequently has risen at approximately two times the rate of
inflation over the past six years and nearly two times the ‘pgt__ef‘bf inflation in the =

last year.
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FINDINGS

The prices of the 50 prescription drugs® most frequently used by the elderly
rose by nearly two times the rate of inflation during calendar year 1999.* On
average, the prices of these top 50 drugs increased by 3.9 percent from
January 1999 to January 2000, though the. general rate of inflation in that
period was 2.2 percent. (See Table 1.)

From January 1999 to January 2000, of the 50 drugs most commonly used by
the elderly:

Fewer than one-quarter of these drugs (12 out of 50) rose less than the
rate of inflation. F‘or nine of these drugs, there was no increase in price.

» Two-thirds of these drugs (33 out of 50) rose 1.5 or more times the rate of
inflation.

s Half of these drugs (25 out of 50) rose two or more times the rate of
inflation. ‘

= Nearly one-third of these drugs (15 out of 50) rbse at more than three
times the rate of inflation.

a One-fifth of these drugs (11 out of 50) rose at more than four times the

rate of inflation.

B Among the 50 drugs most frequently used by seniors, the following drugs

rose most significantly in price from January 1999 to January 2000:

» furosemide (a diuretic manufactured by Watson that is used to treat
conditions such as hypertensiqn and congestive heart failure), which rose
by 50.0 percent {approximately 23 times the rate of inflation);

s Klor-Con 10 (manufactured by Usher-Smith and used as a potassium

. replacement) rose 43.8 percent (approximately 20 times the rate of

inflation);

® The data on average drug price increases used in this report weight drug price increases by sales. This means
. that the average drug price increases reported take into account the market share of each of the 50 top-selling
drugs. This is the methodelogy often used by industry sources.
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= metoprolol (manufactured by Mylan and used as a beta blocker) rose 15.8
percent (more than 7 seven times the rate of inflation);

= APAP/propoxyphene (manufactured by Mylan and used as a pain reliever)
rose 15.4 percent (7 times the rate of inflation); and

s Premarin (manufactured by Wyeth-Ayerst and used for estrogen :

. replacement) rose.12.1 percent (5.5 times the rate of inflation). .

Over the six years from January 1994 to januéry 2000, the prices of the
prescription drugs most frequently used by older Americans rose, on average,
30.5 percent. This increase was twice the rate of inflation, which-was 15.4

percent over that period. (See Table 2.)

Of-the 50 drugs most frequently used by older Americans, 39 have been on

.the market for the six-year. period from January 1994 to January 2000.

= The prices of 37 of those 39 drugs increased faster than the rate of

inflation over the six-year period.
= More than three-quarters of those drugs (30 out of 39) rose at least 1.5

times as fast as the rate of inflation over the six-year period.

s ‘Half of those'drugs (22 out of 39) rose at least two times the rate of

‘inflation-over the six-year period.

= More than one-fourth of those drugs (11 out of 39) fose at least three

- times 'the fate of inflation over the -six-year period.

= The prices of 6 of the 39 drugs increased at least five times faster than the

1" rate’ of inflation over the six-year period.

" Of the 39 drugs that were used most frequently by seniors and that were on

the market from January 1994 to January 2000, the drugs that rose most

significantly in price were:

» lorazepam (manufactured by Mylan and used to treat conditions such as
anxiety, convulsions, and Parkinson’s disease), which rose by 409 percent

(almost 27 times the rate of inflation};
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furosemide, which rose by 210 percent (almost 14 times the rate of

inflation};

Klor-Con 10 (manufactured by Upsher-Smith and used as a potassium

replacement), which rose by 164 percent (almost 11 times the rate of

inflation};

“Imdur {(manufactured by Schering and used to treat angina), which rose by

122 percent (eight times the rate of inflation); and
Lanoxin (manufactured by Glaxo Wellcome and used to treat congestive
heart failure), which rose by 90 percent {almost six times the rate of

inflation).

Of the 39 drugs that were used most frequently by seniors and that were on

the market for the period from january 1994 to January 2000, 31 increased in

price on at least six occasions during those six years. During those years, the

following drugs increased in price at least nine times:

Imdur, which increased 11 times;

Premarin, which increased 10 times;

Atrovent {manufactured by Boehringer Ingelheim and used as a respiratory
agent in the treatment of asthma, bronchitis, and emphysema), which
increased 10 times;

Synthroid {manufactured by Knoll and used as a synthetic thyroid agent),
which increased 9 times; and

K-Dur 20 (manufactured by Schering and used as a potassium replacement),

which increased 9 times.
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Table 1
Annual Percent Change in Price of the Top 50 Drugs {by Number of Clolms) Used by the Elderly®

Ronk  Brand Name Steength 9495 9596 9697 9798 98.99 9900 9495 9596 96»9? 9798 9‘8-99 9900

by#of  Drug %Price % Price %Price %Price %Price  %Price Multiple Mulliple Multiple Mulliple Multiple  Mulliple
Claims Change Chonge Chonge Chonge Chonge Change % of CPI % of CPl % of CPl % of CP1 % of CPI % of CPI

0% 146 17 64 111 99 05
3.0% [08) 00 00 1.7 17 14

1 Lanoxin b 013mg tab 41%  49% 18.8% 25.4%

Prilosec ’ 20mg caper  2.1%  00% 0.0% 3.8%

3% 3.9%
15.4%  1.0%

1.3
1.6

3.5%
25.4%

5
18.8%

3 8%
4.9%

) ) 3.2% 3.2% 3.8% 1.3

10 Procardia XL 30mg tab er 40% 35% 30% 27% 26% 31% 16
ﬁgﬁfGlugopho o - o et Ty - - G 4 R TT
2 Lipitof, l . : ; " 7 n

13 Fosamax <. 10mg tab > am 6. 8% 6 5% nm

61% 3.

1 4 Synthrond

4.7% 9.8% 94% 1.8

167 »&V:c\as;;;ec L

17 Xdlatan

18  Premaorin

195 Cordizem CDY

20‘ “‘Humufm N 001U - 5 3.5% 19%. 0% 314 -

. 2] APAP}ptopoxyphena b 650 mg tab 22. 6% 0.0% 0.0% 00% 0 O% ]5.4% 8.8

22 Cozaar tab 3.7% 6 0% 3. 5% 0 O%
F23Z Cardizem CL 2 f

247 Norvase., v 10imgr i 22 ¥ « Hi6 04, 0.7 0.0 <0
25  albuterol b 90meg aerosol ~0. O% 0. O% 0 O% 0 0% nm am 00 00 00 00

4.0% 38% 49% 50% 1.4 15 14 1.7 3.1
¥ P Z ALy $ A T e i

26 Coumadm b Smg tab

4 6% 6. 0% 3 8% 9 0% 9.8%
nm am 10.0% 9.46% 9.6% 50% nm

320%'"”" ’9%”2%4?];%

Miaealcn 500 10
34 ronitidine HCl o 150 mg
355 Zestil 1 0.mg
3’6@,1&9‘?&%[ :
37 Pravachel
38 Coumadin
39WK|0{~C 10

R 4o e 2 A
5.0% 40% 40% 49% 102% 69% 2.0
 3.6% AO% 41% 3.8% 49%‘ 50% 14

4% 3% 39%‘“3.5% olo% 3.8%‘ 1.7
40% 8.6% 45% 39% 39% 45% 16 30 15 17 25 20

:il <Mewucor
42 Paxil

A3 giumsemnde b
44& Propulsid‘ ST

45 Relfen A% BT As% “So% 49% 00% 1%
46 Ccrdlzem CD' b 120 mg/24h cop 44% 00% 50% 40% 4.0% 103% 17

507 TSRO 7% 9% OO0 0N TSSO
48 Ningsaidr é%@ oA e %su@w ?ﬁi%’%%‘% A s RO 0% AT et A : 08
35 Torazepam b 0.5mg 1ab 54% 138% 27% 00%2794% 50% 37 49 00 001794 22
50 Demades 20mg fab nm o 98% 1).8% 3.5% 00% 48% om 34 40 15 00 22

am Not marketed during part or all of the period indicated.

© Based on price as of Janvary 31 for sach year reported. Drugs are listed in descending order of expendituras.

® Generic or comarketed versions of this drug product are avallable. ‘

© The weighted average was calculated based on 1998 expenditures for each drug in the Pennsylvania PACE program. ) )

SOURCE: Compiled by PRIME Insiitute, University of Minm;o\o for Familiss USA. Based on data from tha Pannsylvanio Ph ical Assistonce Contract for the Elderly [PACE] ond date fo«;nd in PriceChek PC,
published by MediSpan {First Dalabark, Indionopelis), Aprit 2000
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Table 2

Rank by Brand Name Strength  Dose * ‘{hercpeuhc Number of Cumulative Muyltiple

# of Drug Form Category Price Changes  Chonges of CPI
| Cloims 1994-2000  1994.2000 1994.2000

Cardiac Glycoside
Gastrointestinal Agents
- Caleium Channel Blocker &

o

Lanoxin

Prilosac

"Norvasc:”
Po?ass:um Replocementf

45‘09 N o GIRW N

Pepcid Gastrointestinal Agenls
Lanoxin Cardioc Glycoside
o Imidot” »  Vasodilator', L
. Synthrmd RS : o Synthetic, Thyrord Agent‘
9  Vasotec ACE Inhibitor
10 Procardia XL 30mg tabcr Calcium Channel Blocker
. Glucophngo Lo 500mg tab : - Oral Antidiabstic Agent:
T2 lipier s e 10mg’  tab * lipid-Lowering Agent ¥ -
13 Fosamax 10mg tab Osteoporosis Treatment
14 Syn?hroid b 005mg tab Synthetic Thyroid Agent
15- Zoloft. . ' A _ : ‘ ',Antldepresscnt
16 Vosotgc; v T Al ,,-‘.'_ACE lnhlbnor R
17 Xalatan V Glaucormia Treatment
18  Premarin 0 63 mg tab EstrogenReplacement
- Calcium Channel Blocker *.

19 Cardtzem CDr
. 20‘ Humuhn N ; Sl

21 APAP/propoxyphena b

22 Cozuqr

Diabetic Agsnt™
Oplate Agomst
Anguotensm H Inlub«lor

. ';;'Insulan Anh«

Respiratory Agent

25 " albuterol
26 Coumadin

Anticoagulant

;f,;bpl&lower;ng Agenti- i 74
Synthetic Thyroid Agent
Vasodilator
'..Respnmtory Agent” !
,Colcmm Channel ocker
Calcitonin Replocement
Gasfromteshnul Agents
_ACE lnhnbltor ¥

e At N
29 Synthroid
30

Imdur

33" Miacalcin
ranmdine HC]

l!pld Lowering Agent
Antncoagulont

37 r Pravachol
38 Coumadin

4 l Mevaco; ch:d-Lowermg Agenr
42 Paxit Anndepressunt

43 ﬁfréserﬁ.d‘ CEeTB Y T40mg -
44 Propulmd

N AntHnﬂammotory/Analgeslc
Calcuum Chonnel Blocker

45 Relafen
46 Cardizem CD
47 metproll 7Ll

X

49 ic;;a;epam Benxodlazepme Anxlolyhc ‘

50 Demadex

a e

Tu-p 50° Drugs,

tab Loop Diuretic 7 nm nm

4 eme,

nm Not marketed during port or all of the period indicated.

" Based on price as of Jonvary 31 for eoch yeor reportad, Drugs ore listed in descendmg arder of expenditures.

® Generic ar comarketed versians of this drug product are ovoiloble.

< The weighted average was calculaled bosed on 1998 expenditures for each drug in the Pennsylvania PACE program.

SOURCE: Compiled by PRIME Inslitute, University of Minnesota for Families USA. Bosed on data published by the Pennsylvonia Pharmaceutical
Assistance Contract for the Elderly {FACE} and doto found in PriceChek PC, published by MediSpon [First Databank, Indionopolis), April 2000.
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DRUG PRICES FOR SENIORS

Wholesale Cos‘t i’er Year of Therap)f For Top 50 Drugs (by Number of Clalms) Used by the Elderly°

Table 3

Rank by Brand Name Strength 5 1995 1996 1997 1998 1999 2000
#of Drug .- Cost/ Cost/ Cost/ Cost/ Cost/ Cost/

, Claims Year Year Year Year Year Year

$ 43 ‘$ 51 $ 64 & 74 % 75
$1,325 $1,325 $1.412

1 Lanoxin b

Prilosec

$ 583
51

"% 562

g Voo R
10 ProcardeL

- Fosamax ~ -
Synthroid

Xalatan
Premarin-

Za ;
APAP/propoxypheno b ) ) v ‘ I
22 Cozaor - 50mg - tab Conm am $ 402 $ 416 %

albuterol
Coumadin

- aerosol

30 Imdur S b ' tab er - nm nm.$ 359 . $ 395 § 433 .§ 475 $ 498

ranitidine HC}

e

Coumadin

41 Mevacor - © 20mg $ 729 % $ 790 - $ $ 850 § 850 §$ 882
‘42 Poxil . 20mg tab $ 638 $ 664 § 721 $ 753 § 783 § 813 § 850
R , , . ; o 753 3 783 .

45 Relafen , 50mg o tab K $ 67
46 CardizemCD b - 120 mg/24 hr - cap | %22

515

Ry

g lorozp .
50 Demadex 20mg -

hm % 187§ 205§ 229

" nm Not morketed durmg porf ar off of the peuod indicoted. o ’ : ’ ' .
® Bosed on price os of January 31 for each year ond-usual dase os reporrad in PnceChek PC. Drugs are litted in descendmg order of expandlfures
¥ Ganeric or co-markated versions of this drug praduct ore available, .
* The weighted average was caleul lated based on 1998 expenditures for each drug in Iho Pennsylvania PACE program. -

SOURCE: Compded by PRIME Institute, University of Minnesota for Families USA. Bcsed on data publlshed by the Penmyivomc Phcrmacsuﬁccl Assustance Controci for the
Elderly (PACE) and dota found in PriceChek PC, pubhshed by MediSpan (Fnrst Databank; Indianapolis), Apnl 2000 '
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DRUG PRICES FOR SENIORS

DISCUSSION

The prices of prescription drugs used by older Amencans contmue to rise
-faster than the rate of inflation. Over the past year, prices for the 50 drugs most
commonly used by the elderly rose nearly two times. the rate of inflation. This con-
tinues the trend experienced in the prior ﬁve years. From January 1994 through
January 2000, the prices of the drugs most widely prescribed for seniors also in-
creased by twice the rate ofmﬂatlon

For seniors—many of whom live on fixed mcomes—prescnptlon drugs be-
come increasingly unaffordable as prices continue to rise at double the rate of
inflation. Mounting drug prices are especially burdensome for the one:third (34
percent) of seniors who have.no insurance coverage for prescription drugs .
throughout the year as well as for the nearly half (47 percent) of seniors who lack
lcoverage for at least part of the year.? Moreover, three other trends are exacerbat-
ing the drug affordability problem for the aged. | ‘ ,

First, new (and, often, considerably more expensive) drugs to treat conditibns
that afflict many of the elderly are being brought to market. While the introdhc-
tion of these drugs provide new hope for ameliorating various héalth ¢onditions
and may result in fewer hospitalizations, they increase the< portion of seniors’ in- |
comes devoted to drug purchases.* Second, partially as a result of increased _
ﬁdirect—to-consumer advertising by the major pharmaceu'tica‘l companies, the vol-
ffume of drug purchases is increasing significantly.® Third, as drug prices escalate,
‘Ei:he demand for discounts by institutional purchasers of drugs (such as hospitals
.and HMOs) is mcreasmg—thereby 1nten51fymg price pressures on those mdmduals
who are unable to secure such dlscounts especially seniors without i msurance cov-
erage From 1996 to 1999, for example, the drug price differential for seniors w1th
and without insurance coverage increased from 8 percent to 15 percent.’ '

As a result of the public’s growing concern about the affordablllty of prescrip-

' ‘tIOHS for seniors, a number of proposals are belng considered to extend drug

coverage for the elderly. Conceptually, these proposals faH mamly mto two catego-
‘ries.One approachwould add prescriptiondrugson ayoluntary bgswforq!lMed:cqre ,
beneficiaries, with spedél protections fo‘r thé poor. Another gppfoa;h wguldvpro‘- .
vide public subsidies only to Iow-inco}ne seniors fhr the pu;chasg pf private sector

drug coverage. Under this latter approach, subsidies typically taper off at 133 per-



http:portion.of

cent of the federal poverty line and end completely at 150 percent of poverty.

With prescription drug prices rising at twice the rate of inflation, limiting
drug subsidization on a means-tested basis could be severely burdensome to mod-
erate-income seniors. For example, a widow or widower with income at 150
percent of the federal poverty line only has $12,525 in annual income. Similarly,
150 percent of poverty for an aged couple is only $16,870 in annual income.

Seniors with incomes at 150 percent, or even 200 percent, of poverty often
cannot afford the prescriptions they need. Two examples are illustrative—the first
for a person with a gastrointestinal condition, the second for a senior afflicted
with diabetes, hypertension, and high cholesterol.

For a widow or widower with a gastrointestinal problem, the drug most likely
to be prescribed is Prilosec. Based on 1998 data from the Pennsylvania Pharmaceu-
tical Assistance Contract for the Elderly (PACE) program (the largest outpatient
prescription drug program for older Americans in the United States), Prilosec is
the second highest of all the top-selling drugs prescribed for seniors. The annual
cost for a senior with no drug coverage taking Prilosec (20 milligram, controlled
release capsules) is $1,455, For a widow or widower subsisting at 150 percent of
poverty ($12,525 of income per year), the annual cost of Prilosec alone will con-
sume more than one out of nine dollars (11.6 percent) of that senior’s total
budget. Even at twice the poverty level ($16,700 per year), Prilosec will consume

almost one out of eleven dollars (8.7 percent) of that widow or widower’s total

income.
Percent of Annual Income
Drug Name Therapeutic Annual 150% of 200% of
Category Cost Poverty Poverty
{$12,525/year) [$16,700/yeor)
Prilosec Treatment for $1,455 11.6% 8.7%
Acid Reflux

The second example is a senior with no drug coverage who has diabetes, hy-
pertension, and high cholesterol—three conditions that often occur in conjunction
with one another. A widow or widower with these three conditions is likely to be
treated with Glucophage, Procardia XL, and Lipitor. Annual costs for Glucophage

(500 milligram tablets) will be $708. Annual costs for Procardia XL will either be

10




DRUG PRICES FOR SENIORS

$521 or $901, depending on whethier 30 milligram tablets or 60 milligram tablets
are prescnbed The annual costs for Lipitor (10 milligram tablets} will be $686.
‘Thus, the total annua] spendmg for a senior with dnabetes hypertensmn and
hlgh cholestero]—for these three drugs a]one—-wnl] range from $1 915 to $2,295.
For a wndow or w1d0wer subsmtmg at 150 percent of poverty, thls expendlture will
constitute from 15.3 t018.3 percent of that senior’s total income. Even at twice
the poverty level these costs will consume from 11.5 to 13.7 percent of total an-

nual income. These costs, therefore, are likely to cause significant economic

hardships.
‘ Percent of Annual Income

Drug Name Therapeutic © Annual 150% of . 200% of

. Category Cost “ Poverty Poverty

C ' : : {$12,525/yedr} {$16,700/year}
Glucophage - Treatment of Diabetes $ 708
Procardia XL . | Treatment for $ 521-901
30mg/60mg Hypertension . -
Lipitor Treatment for ) $ 686

High Cholesterol

Total m ‘ $1915-$2205 | 153%-18.3% |  11.5%-13.7%

'CONCLUSION

" The cost of prescription dfugs élready places a heavy burden on older Ameri-
cans. The steady escalation in these costs puts many seniors at risk of being
unable to obtain the prescription drugs they need to maintain their health. Even
for individuals with incomes significantly above the federal poverty line, the .
affordability of préscripﬁon-drug‘s is a significant and growing concern. These
older persons often fall through the cracks: They generally have too much income -
to quality for ‘means-tested-assistance, yet they can easily be impoverished just
paying for'their prescription drugs. Unless seniors gain access to prescription drug
co«ver-agev in Medicare, increasing numbers of elderly'Americans will find prescrip-

tion:drugs to be unaffordable. -
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APPENDIX: METHODOLOGY

This report updates the ﬁhdiﬁgs of our earlier report, Hard to Swallow. That
report used data from the Pennsylvania Pharmaceutical Assistance Contract for the
Elderly (PACE) program. PACE is the largest outpatient prescription drug program
- for older Americans in the United States. In 1998, 241,496 persons were enrolled
in the PACE program, and the program filled 9,406,499 prescriptions. Because of
its Iéirge size and abundance of claims data, the'PACE database is commonly used
to proxy the élder!y’s prescription drug use and expenditures.

Using PACE claims d‘ata for 1998 (the latest cla.ims data available when we
published Hard to Swallow}, we deve!oﬁed,a list of the 50 fop-selling prescription
drugs used by older Americans and ranked them'by number of prescriptions is-
sued.? Price histories for the 50 top-selling drugs in the PACE program were
obtained from Price-Chek PC, a database published by M'edispan/First DataBank.
The price indicator used in Hard to Swallow and this update is the average whole-
sale price (AWP), the price that drug vmanufact'urers suggest that drug wholesalers
charge pharma'ci‘es.

It is sometimes suggested that the AWP is not an accurate measure of drug

prices paid by consumers because so many of those consumers enjoy discounts

that have been negotiated by managed care organizations or other bulk purchas-
ers of pharmaceuticals. Most older Americans, however, cannot negotiate such
discounts. In fact, because most older Americans must pay retail prices at pharma-
cies, they pay more than the AWP, not less. V

~ Another commonly used measure of drug prices is the wholesale acquisition
cost (WAC), the price that wholesalers pay manufacturers. Although data given in
Hard to Swallow c:md this update were calculated using the AWP, calculations using
the WAC showed similar trends.

Hard to Swallow and this update both use weighted averages in calculating
annual price increases for the entire list of top-selling drugs. That is, before aver-
aging, the price of each drug is multiplied by-a factor that represents the drug’s
percentage of total sales of all drugs on the list for a given year. This adjustment is
made to ensure that the price trends reported acchrate!y reflect the cost of drugs

older people use most often.
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Drugs Pricier for Seniors,

Government Study Shows
Medicine: Problem is worsening as cost of
prescriptions continues to skyrocket, report finds.

y ALISSA J. RUBIN, Times Staff Writer

WASHINGTON--Nearly half of all older
Americans have no coverage for prescription drugs
and they pay at least 15% more for the medications

they do buy, according to a government study to be

released today by President Clinton.

And many of the senior citizens may pay
significantly more than that, according to the study,
the government's first detailed drug -pricing study in
a decade.

Although it has long been clear that those without
insurance pay more for their prescriptions than those
who have coverage, the study highlights that
coverage also carries with it the benefit of significant
drug company discounts and rebates, as much as an
additional 35%. \

The majority of older Americans without drug
coverage have incomes below $17,000 a year, but
even among those with higher incomes--as much as
45,000 a year for a couple--nearly 25% lack
coverage.

The problem is worsening as more companies
drop their retiree drug plans and the cost of drugs
continues to skyrocket, the study found. Drug prices
rose more than twice as rapidly as other health care
costs from 1993 to 1998--12% annually compared to
other medical expenditures, which had an average
annual growth rate of 5%.

The new information, while hardly surprising, is
likely to sharpen the debate on Capitol Hill and on
the campaign trail over how to design a prescription
drug benefit for seniors.

The issue has become increasingly high profile in
Congress as lawmakers complete their work on the
2001 budget and House Republicans expect to offer
a drug-coverage plan for seniors, perhaps as early as
this week. Their plan is likely to focus on
subsidizing coverage for lower-income seniors and
encouraging the insurance industry to provide more
drug coverage for other seniors.

Clinton, who requested the study, plans to use the
data to underscore the need for the speedy passage of
his plan, which, when fully phased in, would pay up

4/10/2000 7:44 AM
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his plan, which, when fully phased in, would pay up
to 50% of the first $5,000 in drug bills for all
seniors, regardless of income, and includes
additional coverage for those whose drug costs are
extremely high.

"The study furthers our case for a voluntary
prescription drug benefit that is available to all
beneficiaries," said a senior White House official,
adding that Clinton plans to keep hammering on the
drug coverage issue for the remainder of his term in
office.

Clinton also will call today for a conference this
summer on drug pricing to continue efforts to
broaden understanding of how drugs are priced and
specifically of rebate arrangements.

Representatives of the insurance industry and
drug manufacturers said the study appeared
thorough, and they agreed generally with the
problems it highlights. However, they differ deeply
with the White House on how to provide coverage
for seniors who lack it.

"Clearly the study shows that the area is'complex
and that many elderly need some kind of assistance
to buy their drugs by anybody's definition," said
Chip Kahn, president of the Health Insurance
Industry Assn. of America. ‘

"The problem Congress has is that this isn't the
best political environment to settle an issue like this,
and Republicans and Democrats aren't going to agree
about how to make that happen . . . and so it will be
taken to the polls in November."

Alan Holmer, president of the Pharmaceutical
Manufacturers of America, took a harder line
because the drug industry is inalterably opposed to
any government regulation of drug prices.
"Expanded drug coverage is the answer, but the
president's plan is the wrong solution," said Holmer.
"Seniors need to be able to choose the private
insurance plan that's best for them--not a
big-government, one-size-fits-all scheme," Holmer
said. :

The study, which is more than 200 pages long,
outlines the enormous complexities in how
prescription drugs are priced. Cost depends on the
buyer, the volume of the drug bought and on the
arrangement between the drug company and the
pharmacy benefit manager--the companies that
coordinate the transaction between the drug
company, the insurer and the pharmacy where the
consumer buys the drug.

Rebates given by drug manufacturers reduce the
total amount paid by the insurer or the pharmacy
benefit manager. However, it remains unclear
whether those savings are passed on to the consumer
directly through lower drug prices or indirectly,
through a more inclusive insurance benefit.
Alternatively, the savings may go to improve the
profit margins of the insurer, HMO or pharmacy

20f3 ‘ , 4/10/2000 7:44 AM
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benefit manager.
The effort to investigate drug pricing started more

: than a year ago when Rep. Henry A. Waxman

D-Los Angeles) began surveying pharmacies on
behalf of other members of Congress to provide data

| on the price differentials for insured and uninsured

Seniors.

"The pricing system for drugs is broken. Seniors
who can pay the least but need drugs the most pay
the highest prices. Congress must act now," said
Waxman.

The studies have been wildly popular with
Democrats, 115 of whom have asked Waxman's staff
to do such surveys for their congressional districts.

12 Search the archives of the Los Angeles Times for

similar stories about: Prescription Drugs, Health
Insurance, Aged, Medical Costs.
You will not be charged to look for stories, only to

retrieve one.

w, Copyright 2000 Los Angeles Times
#:... Click for permission to reprint. (PRC# 1.528.000033814)
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To: Barbara Washington
From: | Steve Calfo, ASA
Health Care Financing Administration
Fax #: 202-690-8168
Phone: 410-786-7907
Subject: Prescription Drug Estimates for 6 Proposals
Date:  4/6/00
Pages: Cover + 12

I created estimates for the most recent prescription drug benefit requests. 6 estimates
were created. There are two sheets for each estimate. The first 5 estimates do not include
an employer subsidy option.- The last estimate includes an employer subsidy and is Optlon
5. Option 5 has the highest cost. The order of the esnmates are as follows:

Option 1
Option 2
- Option 3
Option 4
Option 5
Option 5 * includes employer subsidy since this option is the highest cost

If you have any questions please contact me at (410) 786-7907.

Steve Calfo
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OPTIONO]

Model run 04/06/2000

DRUGCPI Update index
50% Premium Rate (total) 4
1.02 Effect of Income Related Premium

04/07/2000 8:32

250 DEDUCT, 50 PCT COINS TO 2000 QOP, 25 PCT COINS TO 3500 OOP —
(Start date 1/1/2003.) — PBM administration — $3,500 QOP protection startiag in
2003 with 0% voinsurance— Low Incomc Premium Subsidy Option — 0% new
SLMB’s — 0% new QI's — 5% new QMB's — 100%% Induction — MSP —
Institutionalized expenses includal

, o : Monthly Net . Low
Fiscal Mudicare Cash Outfays Employer Premium Medicare - Medicore  Federal  Income Net Budgdt
Ycar Total Cost _FFS Cost M+C Cost  Subsidy  Rate Premiums Impact Medicuid  Subsidy _ Iropuct
< ($ millions) '
2001 $0 $0 $0 £0 $0.00 $0 S0 0 $0 $0
2002 $0 $0 $0 $0 $0.00 $0 .80 - 80 S0 S0
2003 $22,805  S18,970  $3.835 $0 - $43.54  §15,100 §7,705 $1,104  S177  S§985
2004 $41,671  $34,438  $7,233 S0 $47.51  $22,111°  $19,560 $1,428 . S254  $21242
2005  $46,005 . $37,694  S8311 SO $51.97 $24,402 $21,602 $1,544  S281  $23.427
2006 $50,936  $41,416  $9,521 SO $56.66  $26,992 $23,944 $1,669  $311  §25.924
2007  $56,368  $45,531 $10,837 SO $61.53  $29,805 $26,563 $1,807 . $345  $28,715
2008  $62,325  $50,052 $12272 SO $66.61  $32917 $29,407 $1,941 $382  $31,730
2009  S68,964  $55,059  $13,905 $0 %7214 836,366 $32,598 $2,083 $422  §35,103
2010 $76,441  $60,617 §15,823 $0  $78.19  $40,141 $36,300 $2,242 $468  $39,010
2001-2004  $64,476  S53,408  $11,068 $0 $37,211 $27,264 $2,532 S431  $30,227
20052009  $284,597 . $229,752  §54,845 $0 $150,483  S134,114  $9,044  §1,741 . $144,899
2001-2009 $349,072 $283,159  $65,913 $0 $187,694  $161,378  $11,576 $2,172 S$175,126
2001-2005 $110480  $91,101  $19,379 S0 $61,614 $48,866 $4,076  $712  $53,654
2006-2010 8315,033  $252,675  $62,358 S0 $166,221  $1438,812 $9,742  $1,928 $160,482
2001-2010 $425513 $343,777  $81,737 $0 $227,835  $197,678  $13,318 . $2,640  §214,136

o




P.23

oLP

T0

FROM HCFA OACT

APR-D7-2000 10:25

OPTIONDI Model run 03/22/2000 _04/072000 8:38

250 DEDUCT, 50 PCT COINS TO 2000 OOP, 25 PCT COINS TO 3500 OOP — (Start date 1/1/2003.)— - PBM adm inistration
— $3,300 OOP protection starting it 2003 with 0% coinsurance— Lov: Income Premium Subsidy Option — 0% new SLMB’y

‘= 0% new QI's — 5% new QMB’s — 100% Induction — MSP — Insfitutionalized expenses included

Benefit structure

Breakpoints (set 1) Breakpoints (set 2) Breakpoints (set 3) Breakpoints (set 4)
Rx  Coinsurance Rx  Coinsurance , Rx ~  Coinsurance Rx  Coinsurance
Year  Expense ‘Rate 0op Expense . Rare O0P Expeuse Rate O0P .  Expense Rate oop
2003 $250 - 100.00% $250 $3,750 - 50.00%  "$2,000 $9,750 25.00%  $3,500 $0 0.00% $3,500
2004 $264 100.00% $264 $3956  5000% 2,110 $10.286 2500%  $3,693 $o 0.00% $3,693
2005 3278 100.00% $278. $4,174 $0.00%  $2,226 $10,852 2500% . $3.8% $o0 0.00% $3,896
2006 $294 100.00% $294 $4,403 50.00% $2.348 $11.449 25.00% $4,110 $o 0.00% $4,110
2007 $310 - 100.00% $310 $4,646 50.00%  $2,478 $12,079 25.00% $4,336 - $oo 0.00% $4,336
2008 $327 -100.00% $327 - $4,901 50.00% $2,614 812,743 25.00% $4,574 S 0.00% $4,574
2009 $345 100.00% $345 $5.171 ©50.00%  $2,758 S13.444 25.00% 34,826 S» 0.00% $4,826
2010 $364 100.00% $364 $5,455 50.00%  $2,909 $14,183 - 25.00% 85,091 $x 0.00%  §5,091



P.D4

oLP

T0

FROM HCFA ORCT

18:26

PRSP R R4 % ' ]

OPTIONO2

Model run 04/06/2060

DRUGCPT Update index
50% Premium Rate (1o1al)
1.02 Effect of Iicome Relatod Premium

04/07/2000 é:SS

250 DEDUCT, 50 PCT COINS TO 20_00 OO0P, 25 PCT CO

INS TO 4000 OOP —

(Start date 1/1/2003.) — PBM adininistration — $4,000 QOP protection starting in
2003 with 0% coinsurance— Low Incomne Preminm Subsidy Option -—— 0% new

Institationalized expenses included

|SLMB’s — 0% new QI's — 5% ncw QMB’s — 100% Induction — MSP —

Low

. Monthly Nat )
Fiscal Modicare Caxh Outlays Ewnployer Premium Medicare Modicare Fudoral  Income Net Budget
Ycar _Total Cost  FFS Cost M+C Cost Subsidy Rale Premiums Impact Medicaid Subsidy Impact
' ' ($ millions) V o
2001 S0 $0 - 80 $0 $0.00 S0 $0 '$0 $0 S0
2002 s0 $0 $0 $0 %0.00 S0 $0 $0 S0 $0
2003 $22,686  $18,871  §3,815 $0  S4331  $15,022 "§7.664  SLI4  $176  $8,955
2004 $41,438 334,245  §7,192 SO $47.23  $21,986 $19,452  S1,450  $253  $21,154
2005 S$45720  $37,460  $R 259 $0  $51.63  $24.249 §21,471 $1,569  $280  $23,319
2006 550,591 41,135  $9,456 $0  $56.27  $26,808 $23,786  $1,699  $309  $25792
2007  $55,960  $45,202  $10,758 $0  $61.08  $29,588 $26,373 $1,841 S342  $28,556
2008  $61,849 49,671 $12,179 $0  $66.09  $32,664 $29,185 $1,980  $379  $31,544
2009 $68.410  $54,616 $13,793 $0  $71.55  §36,071 $32,338 $2129  $419  $34,386
2010 $75,790  $60,101 15,689 $0  $77.51  $39,796 §35,994  $2.296  $464  $38,753
2001-2004  $64,124  $53,116  $11,007 $0 £37,008 $27,116 $2,564 $428  $30,109
2005-2009  $282,531 $228,085 §54,446 30 $149,380  $133,151 $9,217 81,729 $144,096
2001-2009  $346,655 $281,202  $65,453 50 SIR6,388  $160,267  $11,781  $2,157 $174,205
20012005 $109,843 890,577  $19,267 $0 $61,257 $48,587 4,133  $708  §53 427
2006-2010  $312,601 $250,726  $61,875 $0 S164,927  $147,674 $9,944 81,913  $159,531
2001-2010 $422,444  $341,303  $81 141 $0 $226,184  $196,260  S14,077  §2,620 $212,958 -



P.OS

T0 oLpP

FROM HCFA OACT

18:26

W W O

OFTIONO2 Model run 03/22/2@00 » 04/07/2000 8:38

250 DEDUCT, 50 PCT COINS 10 2000 OOP, 25 PCT COINS TO 4000 OOP — (Start date 1/1/2003.) — PBM adm _ inistration
— $4,000 OOP protection starting in 2003 with 0% coinsurance— Low Income Premium Subsidy Option — 0% new SLMB’s

— 0% new QI's — 5% new QMB s — 100% Induction — MSP — Instimtionalized expenses included

Benefit structure )
Breakpoints (set 1) icakpoints (set 2) Breakpoints (set 3) Breakpoints (set4)
Rx  Coinsurance Rx  Coinsurance Rx  Coinsurance - Rx  Coinsurance
Year  Expense __Rae OOP °  Expense Rate Q0P Expense - Rate Q0P Expense Rate oor
2003 $250 100.00% $250 $3,750 50.00%  $2,000 $11,750 2500%.  $4,000 S 000%  $4,000
2004 $264 100.00% $264 33956 50.00%  $2,110 $12,396 25.00%  $4,220 S 0.00% 34,220
2005 $278 100.00% . $278 $4,174 50.00%  $2,226 $13,078 2500%  $4,452 $oo 0.00% 84,452
2006 £294 !QO.GD% 3294 $4,403 50.00% $2,348 %13,797 25.00% $4,697 $o 0.00% $4,697
2007 $310 !09.00% 3310 34,646 © 50.00% $2.478 $14,556 25.00% $4,955 $x0 0.00% $4,955
2008 £327 10}3.00% $327 $4,901 50.00% $2614 $15,357 25.00% $5,228 $o 0.00% $5,228
2009 $345 100.00% $345 $5,171 50.00% 32,758 316,201 25.00% 85,515 $c 0.00% $5,515
2010 $364 100.00% 3364 $5455 50.00% $2,909 $17,092 25.00% 85,819 $o 0.00% $5,819



P.@5

FROM HCFA OACT T0 oLP

18:26

APR-B7-2088

OPTIONO3

Moda) run 04/06/2000

DRUGCPI Update index
50% Premium Rate (total)
1.02 Effect of Incomue Related Premiuwm

04/07/2000 8:35

250 DEDUCT, 50 PCT COINS TO 1500 QOP, 25 PCT COINS TO 3500 OOF —

ith 0% coinsurance— Low Income Premium Subsidy Option — 0% new
's — (% new QI's — 5% new QMB’s — 100% Induction — MSP —
Institutionalized expenses included '

iﬁ.ate 171/2003.) — PBM administration — $3,000 OOP protection starting in
2003

. ' ‘ Monthly : - Nat Low

Fiscal Malicare Cash Outlays Employer Premium Medicare  Mudicare  Foderal lacome Net Budget
Year Total Cost FFS Cost M+C Cost  Subsidy Rate Premiums “Impact  Medicaid  Subsidy  Impact

($ willions) ' ) S

2001 $0 $0 0 30 $0.00 0 $0 i 80 $0 S0
2002 $0 $0 $0 30 $0.00 S0 .80 - 80 $0 $0
2003 S23,873  $19.859  S4,015 SO $45.58  S$15,80% - $8,066 $1,078  SI8S  $9,329

2004 843,644 836,069 7,575 SO $49.77  $23,160  $20,4%4 $1,358  $266  $22,108
2005  S48,217  $39,506  $8,7l1 SO $54.48  $25,578 $22,638 $1,466  $295 . $24,399
2006  $54,307  S44,155  $10,153 SO  $60.95 $28861 $25,446 $1,527  $333 $27,306
2007  $60,657 48,996 $11,662 SO . $66.32  $32,107 $28,550 $1,608  $372  $30,530
2008 $67,234  $53,995  $13,239 SO S7L.90  $35,519 $31,716 $1,711 8412 $33,838
2009  $74,503  $59,481  $15,022 $0  S77.98  $39204 $35,208 $1,825  $456  $37,490
2010 $82,693  $65,575 $17,118 $0  S84.63  $43.432 $39,261 $1,051  $506 $41,718
2001-2004  $67,518  §$55928  $11,590- $0 $38,968 $28,550 - $2,436  $451 531436
2005-2009  $304,919 $246,132  $58,786 $0 $161,360  $143,558 $8,137  $1,867 S153,563
2001-2009  $372,436  $302,060 $70,376 $0 5200328 $172,108  S10,573  $2318  S184,999
2001-2005 S$115,735  $95,434  $20,301 $0 $64,547  $51,188 $3,901  $746  $55,835
2006-2010  $339,395  $272,201  $67,194 $0 . $179,214  $160,181  $8,622 $2,078 §170,882
20012010  $455,130 $367,635 $87,494 . $0 $243,761  $211,369  $12,524 $2,824 $226,717




P.27

oLP

TO

FROM HCFA ORCT

APR-@7-2008 10:27

OPTIONO3 Mode! vun 0372272000 : 04/07/2000 8-38

250 DEDUCT, 50 PCT COINS TO 1500 OOP, 25 PCT COINS TO 3500 OOP — (Stant date 1/1/2003.) — PBM adm inistration
— 3,000 OOP protection starting in 2003 with 0% coinsurance— Low Income Premium Subsidy Option — 0% new SLMB’s

— 0% new QI's — 5% new QMB's — 100% Induction — MSP — Institutionalized expenses included

Benefit structure

Breokpoints (set 1) Breakpoinis (set 2) ' Breakpoints (set 3) Breakpoints (set 4)
Rx  Coinsurance Rx  Coinsurance Rx  Coinsurance , - Rx  Coinsutance -
Year  Expense Rate O0P Expense . Rate OOP - Expense Rate ooP Expense Rate ooP
2003 . $250 100.00% $250 - $2,750 ©50.00%  $1,500 $10,750 2500%  $3,500° $0 0.00%  $3,500
2004 $264 100.00% $264 $2.901 50.00%  $1,583 $11,343 2500%  $3,693 $w 0.00%  $3,603
2005 $278 100.00% $278 $3,061 50.00%  $1,670 $11,967° 2500%  $3,896 $w 000%  $3,896
2006 $294 ° 10000% $294 3,229 - 50.00% $1,761 $8,184 25.00% $3,000 Soo 0.00% $3,000
2007 $310 100.00% $310 $3,407 _ 50.00% $1,858 $8.634 25.00% $3,165 S 0.00% 83,165
2008 $327 100.00% $327 $3.594 50.00%  $1,960 $9,109 25.00%  $3,339 S 0.00% $3.339
2009 $345 100.60% $345 $3,792 50.00%  $2,068 $9.610 25.00% - $3,523 Sac 0.00% $3,523
2010 5364 10000% = %364 $4,000 50.00% $2,182 810,138 25.00% $3.716 $0 0.00% $3,716



P.28

FROM HCFA OACT T0 oLP

18:27

APR-B7-2002

OPTIONG4

Model run 04/06/2000

DRUGCPI Update index
50% Pranium Rate (1o1al)
- 1.02 Effect of lncome Related Premium

04/07/2000 8:34

250 DEDUCT, 75 PCT COINS TO 1000 O0P, S0 PCT COINS TO 3000 OOP, 25
PCT COINS TQ 4000 OOP — (Start date 1/1/2003.) — PBM administration —
1th 0% coinsyrance— Low Income

$3,000 OOP protection starting &

Premium Subsidy Option — 0% g
— 100% Induction — MSP — Institutionalized expenses included

B’s — 0% ncw QF's — 5% new QMB’s

Naol

N Monthly . o . Low
Fiscal Medicare Cash Qutlays - Employer Premium Medicare  Medicare Federal Income Net Budget
Year Total Cost FFS Cost M+C Cost Subsidy Raic Premiums Impact  Modicaid  Subsidy Imipact
’ ($ milions) .
2001 $0 $0 $0 $0 $0.00 $0 $0 SO 80 S0
2002 50 S0 $0 $0  $0.00 $0 $0 $0 $0 $0
2003 $17,833  $14834  $2,999 $0  $34.05  $11,308 $6,025 $1,215  $I38  $7378
2004 $32,650  $26,983  §5,667 SO $37.26  $17,330 $15,320 $1,730 . $199  $17,248
2005 836,178 $29,642  $6,536 SO $40.03  $19.201 $16,977 $1,865 ~ $221  §19,063
2006 $50,367  $40,930  $9,438 $0  $62.15  $27617 $22,751 $1,702 $319  $24,772
2007 $61,287  $49,499  $11,788 $0  $67.62  $32,726 528,560 $1,568  $379  $30,507
2008 $68,552  §55,054  $13,498 S0 $7331  $36214 $32,3318  $1,617  S$420  $34375
2009 875,960  $60,644 815316 $0  $79.50  $40,063 $35,897 $1,722  $465  $38,084
2010 884,300 366,850 $17,451 T $0  $86.27 © $44,276 $40,025 SI1,839  -$516  $42,380
2001-2004  $50,483  $41,817  $8,666 $0 $29,139 $21,344  $2,944  $337  $24,626
2005-2009 $292,344 $235768  $56,576 $0 $155,821  $136,523 $8,474  $1,8504 $146,801
2001-2009  $342,827 $277,585  $65,242 $0 $184950  S157,867  SI1,418  §2,142  $171,427
2001-2005  $86,661  £71.459  §15.202 $0 $48,340 $38,322 $4,809  S559  $43,689
- 2006-2010  $340,466 $272976  $67,491 $0 $180,806  $159,571 8,449  $2,099 $170,118
2001-2010 $427,128 $344,435  $82.693 $0 $229,236  $197,892  $13,257 $2,657 $213,807




P.0S

oLP

T0

FROM HCFA OACT

APR-P7-2000 18:27

OPTIONO4

Model cun O¥22:2000

04/6772000 8:34

250 DEDUCT, 75 PCT ('”(:)INS TO 1000 OOP, 50 PCT COINS TO 3000 QOP, 25 PCT COINS TO 4000 OOP — (Start date
1/072003.) — PUM adwinisieation — 53,000 OOP protection starling in 2003 with 0% winsurance— [aw lucome Premium

Subtidy Option - 0% pew SLMD’s — 0% new QI's — 5% new QMB’s — 100% Induction — MSP - - Instinntionalized
expenses included ) .

Benefit structure

Breakpoints ¢se1 1) Breakpoints et 2) Breukpoims (se! 3) Racakpoints (se 4) Rreakpioints (sel 5)
Rx  Coinswmance Rx  Coinsumance Rx  Coinsuiance Rx  Coinsurmioc Rx  Coinnwance
Year  Exponse Rate oue Expense Rate -00P Expense Rate DOP Exgente Rate ooy Expensc Rale QP
2003 3250 100.00% | $250 £1,250 7500%  $1,000 55,250 s5000%  $1.000 39,250 - 25.00% 54,000 $ 0.00% $4,000
2004 $264 00.00% . 5264 $1319 75.00%  $1.055 $5,539 50.00%  $3.165 39,759 2500  $4,220 §n 0.00% $4,220 -
2005 5278 100.00% 5278 $1,351 75.00% 3,13 $5,843 - 50.00%  $3.339 £10.295 2500% 4,452 S 0.00% $4 452
2006 $294 100.00% 5294 $2.706 5000% 81500 $8.706 2500%  $3.000 S0 o00%  $3,000 $o 0.00% $3,000
2007 $310 100.00% $310 $2,855 5000%  $1.583 $9,185 2500%  $3,165 Yo 0.00%  $3,16S - P 0.00%  $3,165
2008 §327 100.00% $327 $3,012 50.00% 31,670 59,69 2500%  $3,339 30 0.00% . $3339 $o 0.00% $3,339
2009 534S 100.00% £345 $3,178 S000% 31,761 $10223 25.00%  $3,513 £ 2 0.00%  $3,523 $o 000% $3,523
2010 $364 100.00% . 5364 $3,353 50.00%  $1,858 $10,786 25.00% 383,716 .2 0.00%  $3.716 24 0.00% £3.N6


http:jnslIranoe-l.mv
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18:28 FROM HCFA ORCT

RPR~-A7-2008

OPTIONOS

Model run 04/06/2000

DRUGCPI Updateindex
50% Premium Rate (total)
1.02 Eflect of lncomne Related Premium

04/07/2000 8:36

250 DEDUCT, 50 PCT COINS TO 3000 OOF — (Start date 1/1/2003.) — PBM
adutinistration — $3,000 QOP protection slartiag in 2003 with 0% coinsurance—
Low lncome Premiwtn Subsidy Option — 0% new SLMB's — 0% new QI's — 5% .
new QMB’s — 100% Induction -— MSP — Institutionalized expenses included

o . ‘ ) Monthly , Net - Low
Fiscal Modicare Cash Outlays Employer  Premium  Medicare Mudicare Federal Income Nci Budget
Year Total Cost FFS Cost M+C Cost  Subsidy Rate Premiums Impact Medicaid  Subsidy  Impacl
. ($ millions) '
2001 $0 $0 $0 $0 S0.00 S0 $0 $0 $0 $0
2002 0 $0 $0 $0 $0.00 $0 S0 $0 $0 $0
2003 $22,359  $18,599  $3,760 $0  $42.69  $14,805 $7,554 $1,101 $173 48,828
2004  $40,861  $33,769  §7,092 £0  $46.59  $21,682 $19,179 $1,430  $249  $20,858
2005 $45,128  $36,975  $8,153 $0  $5099  $23,939 $21,189 S1,541  S276  $23,006
2006  $56,447  $45,881  $10,565 $0  $66.65 $30,496  $25,951 S1,506  $352 827,810
2007  $65936  $53,257 $12,680 S0 $7241  $35,064 $30,872 S1,475  S406 32,753
2008 $73,353  S$58,909 $14.444 S0  $78.40  $38,743 $34,610 $1,538  $449  $36,597
2009  $BL169  $64,803  $16,366 SO $84.91  $42,802 $38,367 $1:636  $497  $40,500
2010 $89,958  $71,336 S18,622 SO $92.01 .$47,238 $42,720 $1,744  $550  $45,015
20012004  $63,220  $52,367 $10,852 S0 $36,487 $26,733 $2,531 $422  $29,686
2005-2009 $322,033  $259,826  $62,207 $0 S171,044  $150,990 $7,606 $1,980 $160,665
2001-2009 $385,253  $312,193  $73,060 $0 §207,531 177,722 $10,227 52,402 $190,352
2001-2005 $108,347  $39,342  $19,005 $0 $60,426 $47,922 84,072 8698  $52,692
2006-2010 $366,863 $294,187 $72,676 $0 $194,343  $172,521 $7,809 $2,254 $182,674
2001-2010 $475211 $383,530  $91,68] $0 £254,768  $220443  S11,971  $2,953 $235,366




oLp

TO

1@:28 FROM HCFR ORCT

APR-@7-2028

-

OPTIONOS

Model run 03/22/2000

04/07/2000 8:38

250 DEDUCT, 50 PCT CONS TO 3000 OOP — (Start date 1/1/2003.) — PBM adm inistration — $3,000 OOP protection

starting 11 2003 with 0% coinsurance— Low Income Premium Subsidy Option — 0% new SLMB

new QMB's — 100% Induction - - MSP — Institutionalized expenses included

- 0% new QI's — 5%

Benefit structure

Brcakpoinis (set D)

Breakpoints (set 2)

Breakpoints (set 3)

Breakpoints (set 4)

Rx  Coinsurance - Rx  Coinsurance . Rx  Coinsurance Rx  Coinsurance .

Year  Expense Rate Q0P Expense Rate o0p Expense " Rate Q0P _Expense Rate o0P
" 2003 $250 100.00% $250 $5.750  50.00%  $3,000 o 0.00%  $3,000- $o 0.00% $3,000
2004 $264 - 100.00% $264 $6,066 50.00%  $3,165 $0 0.00%  $3,165 $o 000%  $3,165
2005 $278 100.00% 5278 56,400 50.00% $3,339 30 0.00% $3,339 “$oo 0.00% $3,339
2006 $294 100.00% $294 $1,706 50.00% $1,000 $11,798 25.00% $3,523 $eo 0.00% $3,523
2007 8310 10Q.00% $£310 $1,800 50.00% $1,055 $12,447 25.00% $£3,717 $o0 0.00% £3,217
2008 $327 100.00% $327 $1,899 50.00% $1,113 $13.132 25.00% $3,921 $oo 0.00% $3,921
2009 $345 100.00% $345 $2,004 50.00% $1,174 $13.854 25.00% $4,137 $o0 0.00% 84,137
2010 $364 100.00% $364 $2,114 50.00% $1.239 $14,616 25.00% $4,364 $o0 0.00% £4,364



P.12

oLP

T0

12:28 FROM HCFA OARCT

APR~B7~2802

OPTIONOS

DRUGCP! Update index
50% Premium Rate (folal)
1.02 Effect of lncome Related Premium

Moded run 0440672000

04/07/2000 8:36

250 DEDUCT, 50 PCT COINS TO 3000 OOP — (Start date 1/ 1/2003.) — PBM
administration — $3,000 OOP protection starting in 2003 with 0%
—18,50% FFS persons with employer plan.
— Low Income Premium Subsidy Option — 0% ncw SLMB’s — 0% new QI's —
5% new QMB’s — 100% Induction — MSP — Institutionalized expenses included

coinsurance—33% employcr subsidy.

. . : Monthly Nol , " Low
Fiscnl ——Medicare Cash Outlays Employer Promiwm Medicare  Medicare  Federal Income Net Budget
Year Total Cost FFS Cost M+C Cost Subsidy Ratc Premiums ~ Impacdt  Maodicaid  Subsidy lmpact
($ millions) '
2001 $0 $0 $0 $0  $0.00 $0 $0 $0 0 50
2002 $0 $0- $0 . $0  $0.00 $0 $0 $0 $0 $0
2003 SI89I8  $15,158  $3,760  $1,410  $42.69  §12,655 - $7,673 $1,101  S173  $8,948
2004 $34,614 827,521  $7,092  $2,084  $46.59  $I8,453 $18,245 $1,430  $249  $19,924
2005 $38,287  §30,135  $8,153  $2292  $50.99  $20,400 $20,179  S1,541  $276  §21,996
2006 547,959  $37,393  $10,565  $2,902  $66.65 $26,018 $24,843 $1,506  $352 26,702
2007 556,084  $43,404 12680  $3,320  $§7241 $29,937  $29,467  §1,475  $406  $31,347
2008 362,455  $48,011  $14,444  $3651  $78.40  $33,106 - $33,000  $1,538 3449  $34,987
2009 $69,181  $52,815 $16,366  $4,016  $84.9]  $36,599 $36,598  $1,636  $497  $38,730
2010 $76,761  $58,139 S18,622  $4,422  S$92.01  $40,409 $40,773 §1,744  $550  $43,068
2001-2004  $53,532  $42,679 $10,852  $3,494 ©$31,108 §25918  $2,531 8422 $28,871
2005-2009  $273,966 $211,758  $62,207 $16,18! $146,060  $144,087  $7,696 $1,980 $153,763
2001-2009 $327,497 $254,438  $73,060 $19,675 S177,168  $170,004  $10,227  $2,402  S182,634
2001-200s  $91,819  $72,814  $19,005  §5,786 $51,508  $46,097 S4,072  $698  $50,867
2006-2010  $312,439 $239,763  $72,676 S18311 $166,069-  $164,680  $7,899 $2,254 $174,834
20012010  $404,258 $312,577 §91,681  $24,097 $217,577  $210,777  S$11,971 $2,953 $225,701
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OPTIONOS

Model run 03/22/2000 04/07/2000 B:38 . )
250 DEDUCT, 50 PCT COINS TO 3000 OOP — - (Start date 1/1/2003.) — PBM adin inistration - -- $3,000 OOP protection
starting in 2003 with 0% coinsurance—33% employer subsidy. —18.50% FFS persons with employer plan, — Low lucome

_ {Premium Subsidy Option — 0% new SLMB’s — 0% new QI's — 5% new QMB’s — 100% Indiction - - MSP —
I[nstitutionalized expenses included

Benefit structure
Breakpoints (set 1) Breakpoints (set 2) Breakpoints (set 3) Breakpoints (set 4)

Rx  Coinsurance Rx  Coinsurance "Rx  Coinsurance Rx  Coinsurance
Year  Expense . Rate 00P Expense Rate 010} Expensc Rate Q0P Expensc Rate Q0P
2003 $250 100.00% $250 $5,750 5000%  $3,000 $ 0.00%  $3,000 $oo 0.00%  $3,000
2004 $264 100.00% $264 $6,066 50.00%  $3,165 S 000%  $3,165 $wo 0.00% $3,165
2005 $278 100.00% $278 $6,400 50.00%  $3,339 S 000%  $3,339 S 0.00% $3.339
2006 $254 100.00% $294 $1,706 50.00%  $1,000 $11,798 2500%  $3,523 3o 0.00% $3,523
2007 $310 100.00% $310 $1,800. 50.00%  $1.05S $12,447 2500% 83,717 S 0.00% $3,717
2008 $327 - 100.00% $327 $1,899 50.00%  $1,113 $13,132 25.00%  $3,921 S® - 0.00% $3,921
2009 $345 100.00% $345 $2,004 5000%  $1,174 $13.854 2500%  $4,137 Sx 0.00% $4,137
2010 $364 _  100.00% $364 $2,114 5000%  $1,239 $14,616 25.00% Soo 0.00%

$4,364

$4,364
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Medicare Patients Pay 15% More for Drugs

HHS Study Finds Growmg Gap in Prescription Costs for the Insured and Others

By Jutier Errperin
Washington Post Staff Writer

The Clinton administration is re-
leasing a study today documenting
that Medicare recipients pay an

" average of 15 percent more for pre- -

scription drugs than patients
whose insurers have negotiated dis-
counts, in an effort to pressure Con-
- gress to enact a universal drug ben-
efit for senior citizens this year.

" President Clinton, who ordered
the Department of Health and Hu-
man Services last fall to conduct the
survey, is scheduled to announce to-
day that the White House will hold

. a conference on drug pricing this
summer that will include represen-
tatives from the phannaceutlca} in-
dustry.

The moye comes as lawmakers.

debate whether to provide prescrip-
tion drug coverage for the elderly
before Congress adjourns this fall.

Seniors are a key swing vote in the
November elections, and Demo-
crats are seeking to make drug ben-
efits a pivotal question, with Senate
candidates from Michigan to Mon-
tana transporting seniors across
the border to Canada so they can fill
their prescriptions for less money.
Even Republican Sen. Slade Gor-
ton, who is seeking reelection from
Washmgton state this year, is pro-
posing that drug companies be pro-
hibited from charging more for
drugs in the United States than
they do in Mexico and Canada. As

"many as 50 House Democrats are

planning to hold prescription drug-
related events in their districts dur-

-ing this month’s spring recess.

White House officials said the
study, which also shows that the
gap between drug prices for people
with and without insurance dou-
bled between 1996 and 1999, dem-
onstrates why Congress should

adopt the president’s plan to pro-
vide prescription coverage for all
Medicare recipients, Clinton’s plan
would cover half of all drug costs up -
to $5,000 a year per person once it
was fully implemented in 2009 and
Jincludes $35 billion for seniors with
catastrophic drug costs during the
last five years of the plan.
“The §report underscores the -
.need for a voluntary prescription -
drug-care benefit for all Medicare
‘beneficiaries, not only because it .
would prowde needed insurance
_toverage but because it would uti-
“lize private sector negotiating prac- .

" tices to achieve discounts and re: .

bates ‘that would “accrue to the
_benefit -of seniors,™ said a White,
House official who asked not to be
Adentified. “The president believes
it just provides more attention to
the need for prompt action by the
Congress to pass legislation in this
area.”. = )

House Republicans are plannmg‘

to unveil their own prescription
drug proposal this week, though
their plan differs markedly from the
presuient’s GOP lawmakers are fo-
cising on providing private drug
coverage to low-income seniors,
and they have put aside $40 billion
in the budget over the next five
. years to pay for a benefit and broad-

er reforms in the Medicare pro-

Rep. Bill Thomas (R-Calif.), who
chairs the House Ways and Means
health subcommittee and is helping
to draft the GOP’s plan, noted that
» in 2003 Clinton’s plan applies to
jllSt $2,000 in drug costs, forcing se-
niors to shoulder the rest of their
expenses.

“The point is all of this data clea.r- .

_ ly indicates that what seniors need
is a private drug insurance plan that
protects seniors from high out-of-
pocket costs,” Thomas said in an in-
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terview yesterday. “The presu;lent’
plan doesn’t do that, and we will
present one that does.”

Insurance industry representa-
tives such as Health Insurance As-
sociation of America President
Chip Kahn have objected to a stand-
alone prescription drug benefit,
saying they will be blamed once
health insurance costs rise dramat-
jcally as a result. But Thomas said
insurers were “just being typical
naysayers” and added the GOP plan
includes a proposal for “Medicare
modernization” that would make it
more affordable  than the presi-
dent’s over the next decade. Ac-
cording to Congressional Budget
Office estimates, Clinton’s plan
would cost $149 billion over 10
years.

The HHS study takes direct aim

at Republican assertions that the el-
derly poor are most in need of drug

.coverage, stating that one in four
"Medicare beneficiaries with annual

income four times above the pover-
ty level, or roughly $45,000 for a

couple, lack drug coverage each .

year,
- The report emphasizes that be-

cause seniors and people with disa-

k
bilities cannot take advantage of the
discounts and rebates that other ih-
sured Americans enjoy, they often
fail to purchase the drugs they.
need. About 10 percent of Medlcare

- Tecipients without drug coverage
reported in the last 12 months they
did not fill a prescription because ,
they could not afford it, compared
to 2 percent who had coverage. .- -
Prescription drug spending i isin;
creasing at an annual rate of 12 per—
cent, twice as fast as other health .
spending, according to the report.
But Pharmaceutical Research
and ~ Manufacturers of Amenca
President Alan F, Holmer said ns- :
mg drug costs do riot justify adrmn
istering a new drug beneﬁt through
the Medicare program.
_ “Bxpanded drug coverage is the
answer, but the premdent s plan i is
the wrong solution,” Holmer said in * ,
a statement yesterday. “Seniors,
need to be able to choose the pri-
vate insurance plan that's best for.
them, not a big government, 0ne~
size-fits-all scheme. Momentum is’
growing in the Congress for a pij-
vate sector approach and we hope
the presuient joins in that mmac

tive.” .
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By ROBERT PEAR

"White House attacked the pricing
-policies of the drug industry today,
‘saying drug companies charged
-higher prices to uninsured custom-
ers than to people with insurance,
and President Clinton announced
plans to hold a conference this sum-

-cal companies set their prices.

The actions came as Mr. Clinton
tried to fire up public support for
Medicare coverage of prescription
drugs, one of his top goals in his last
year in office.

A new study, to be unveiled by Mr.
Clinton on Monday, found that eld-
erly people without insurance for

more than people with insurance for
the same medicines, Moreover, it
said, this gap has more than doubled
in the last four years.

“Individuals Wlth()ut drug cover-
“age pay a higher: prlce‘at the retall
‘pharmacy than the total price paid
’on behalf of thoge with drug cover-
rage * said the report, whlch Mr. Clii-
ton requested 1 October “Semors

wnthout drug coverage ngt: only lack,

WASHINGTON, April § — The

mer to investigate how pharmaceuti-

drug costs typically pay 15 percent

not have access to the discounts and
rebates that insured people receive.”

Medicare, the federal health insur-
ance program for 39 million people
who are elderly or disabled, general-
ly does not cover prescription drugs
for people outside the hospital. Many
beneficiaries have some type of sup-

plemental insurance to help pay drug,

Seeking support for .
Medicare coverage
of prescription drugs.

costs, but the White House said such -

coverage was shrmkmg and was un-

" reliable,

msurance agan%’st high co:sts buit do*.

In its.new study; the. Whlte House

said that Médicare beneﬁaanes’,
wtth(}ut drug: ihstirance. spent twice™
as much of ythelr own money onpre--
ught one few: . among drug manufacturers, whole-
‘ er drugs thar people w;th coverage :
“‘Health ‘maihtenance orgamzatnons"
f‘and other large health” insurance

'plans can obeam discounts for their

members that are not generally
available to individuals paying cash
for prescription drugs, the report
said.

~ Spokesmen for the drug industry
said they agreed with the govern-
ment’s finding ‘that insurance could

+ help consumers get discounts on pre- -

scription drugs. And that, they said,
was why they wanied the govern:
ment to subsidize private insurance
to cover -such costs for Medicare
beneficiaries.

“Expanded drug coverage is the
answer,” said Alan F. Holmer, presi-
dent of the Pharmaceutical Re-
search and Manufacturers of Amer-

_ica, the trade group. ‘“But the presi-
dent’s plan is the wrong solution.
Seniors need to be able to choose the
private insurance plan that’s best for

-them, not a big government one—51ze— .

flts-all scheme.”
Federal officials said drug prices
were determined by a complex pro-

cess that involved discounts, rebates

and other financial - arrangements

salérs, pharniacists and insurers.
 The' drug .industry regards the de-
tails of those arrangements as pro-
* prietary, information. But the White
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House said the conference on “pre-
scription drug pricing practices”
would investigate such rebates and
discounts.

Chris Jennings, the White House
health policy coordinator, said the
administration and Congress needed
information about drug discounts
and rebates to help them design pre-

scription drug benefits for Medicare.
_ “There is a basic need for policy

makers to understand how this

‘works,” Mr. Jennings said in an in- :

terview.
“‘Medicare should use the best
techmques of the private sector and

should extract similar discounts

‘from the pharmaceutical industry.”
The Clinton administration’s ef-
forts to obtain such data are sure to

cause apprehension among drug

companies, which already fear that
the White House wants to regulate
drug prices, despite its protests to
the contrary.

- The White House said, *‘Cur analy-
sis-tends to understate the ultimate
price differences for insured and un-
insured customers,” because the
government could not get data on
rebates. Drug makers pay such re-
bates to benefit management compa-

spendmg

nies that enhance their ‘“market
share’’ by including their products
on a list of recommended drugs.

In the last month, the House and
the Senate have endorsed budget
blueprints that would provide up to
$40 billion over five years for Medi-
care drug benefits. But Presidernt
Clinton has not begun serious negoti-
ations with Congress on how to de-

sign such a benefit.’

“These are some of the obvious
questions: How much should the ben-
eficiary pay in premiums, deduct-
ibles and co-payments? How much of

. each prescription should the govern-

ment pay? Should Medicare provide
special protection to pegple needing
very expensive drugs? Should the
government subsidize drug benefits
even for high-income-people?

The new report, *Prescription

" Drug Coverage, Spending, Utilization

and Prices,” makes these points:
4Spending for prescription drugs
is growing more than twice as fast as
other health spending. From 1993 to
1998, drug spending increased an av-
erage of 12 percent a year, compared
with an increase of about 5 percent a
year for all other types of. health

hite House Challenges Drug Companies for Charging Higher Przces to the Uninsured

9Ten percent of Medicare benefi-
ciaries without drug coverage ‘Té-

ported that they needed a prescrip-
tion medicine in the last year but did
not get it because they could not
afford it. Only 2 percent of beneficia-
ries with drug coverage reported
having had such an experience:
GAbout one-third of Medicare ben-
eficiaries have no insurance to help
them buy prescription drugs. Forty-
seven percent of beneficiaries are
uninsured for at least one month of
the year; 53 percent have drug cov-
erage for the entire year.
9Nearly one-fourth of Medicare
beneficiaries with incomes exceed-
ing four times the poverty level —
more than $45,000 a year for a couple
— have no insurafice coverage for
prescription drugs. “This - contra-
dicts the belief that lack of coverage
is & problem only for those w1th low
incomes.” -
In addition, the Whlte House sald

the oldest. Medxcare beneﬁclarxes ]

are ost’ llkely to 1ack drug cover-
age. About 37 percent of beneficia-
ries 85 and older lack coverage; com-

pared with 28 percent of beneﬁcxa- )
‘ rles age 65 to 69.

!

’%‘;




A10 vne+

MONDAY, APRIL 10, 2000

Natlonai

(Tl)e New ﬁork Eimes

By ROBIN TONER

WASHINGTON
HE pharmaceutical in-
dustry has a lot of prob-
lems in Washington these
days, its prices and profits prov-
ing an irresistible target for poli-
ticians with hard-pressed eld-
erly constituents and an election
on the horizon. S
But there are few more per-
sistent irritants than Represent-
ative Bernard Sanders, the dem-
ocratic socialist from Vermont
who is one of two independents in
the House. Mr. Sanders, a gruff-
spoken 58-year-old native of
Flatbush, Brooklyn, with a
thatch of white hair and a rum-
pled 60's-academic style, has
twice taken elderly constituents
on well-publicized trips to Cana-
da to buy prescription drugs,
highlighting the lower prices
across the border.

PUBLIC LIVES

. . Susana Raab or The New ork Times
Bernard Sanders says pharmaceutical companies are on the defensive.

_ﬁlnd‘ependent No Longer Alcv)ne in F1ght Over Drug' Cos

not to mention a razor’s ed;

I know what it’s like to li
a family without any money
said, “the economic suffe
that is totally unnecess
among the uninsured, the v
ing poor and many of the eld
His father, who immigr
from Poland at the age of 17,
a paint salesman. “He wo
very hard. He never made
of money,” Mr. Sanders saic
quick staccato, his eyes foc
on the floor. “Lack of money
a constant stress on my par:
relatlonshlp and in our h(
hold.

Mr. Sanders’ only siblin
brother, became a social woi
Mr. Sanders himself, afte
year at Brooklyn College, *
to the University of Chicago
combination of loans, grants
part-time jobs. He was a lacl
ter student, he wrote in his ¢

He has pushed legislation that
he said would aliow American pharmacists and
distributors to “reimport” prescription drugs
approved by the Food and Drug Administration
from Canada and Mexico and sell them at lower
Ccosts.

When a lobbying alliance backed by the phar-
maceutical industry set up a Web site to
highlight the problems in the Canadian health
care system (www.busfromcanada.org), Mr,
Sanders quickly countered with a Web site
about the inequities of American drug pricing
and the legislative proposals to deal with them
(bernie.house.gov/bustocanada). .

In an interview on Thursday night, Mr, .

Sanders had the quiet glow of a man who
believed that political lightning was fmally
striking his cause.

“You're dealing here not just with an eco-
nomic issue or even a health care issue, you're
dealing with a very profound moral issue,”” he
said. “‘Time is long overdue for the Congress to
stand up to these people and protect the Ameri-
can people.”’

Jackie Cottrell, a spokeswcman for the Phar-
maceutical Research and Manufacturers of
America, responded, “What’s moral is to make
sure medicines are available through insurance
coverage, but also to make sure that Congress-
man Sanders and his allies don’t stifle our

the 1980’s when he was the mayor of Burlington,

-Vt., and created a task force on health care.

Medicare, the health program for the elderly,
generally does not cover outpatient prescrip-

tion drugs, and a third of its elderly beneficia-

ries have no drug coverage at all. “You can’t
walk down a main street in Vermont without
someone coming up and saying, ‘Bernie, yow've
got to do something about the high cost of
prescription drugs,” " he said.

ESE days, of course, nearly everyone
’ says he wants to do something to help
the elderly with drug costs, but Mr. -

Sanders stands out. He believes not only in new

* prescription drug coverage for the elderly, and
‘not only in finding a way to end what he

considers price discrimination against Ameri-
can consumers, but in a publicly financed na-
tional health insurance program, a Canadian-
style system administered by the states, for
everyone. '

He does not seem t¢ worry much about the
drug industry’s arguments that its prices in the
United States are necessary to cover the cost of

‘research. He said he met with some industry

lobbyists last year and remembers that they
were wearing ‘““fancy shoes.” He spoke not with
irony but — to use his word — with “contemnt.”

biography, but ‘“‘learned a
more from my out-of-class activities” in gr
like the Congress of Racial Equality and
Young People’s Socialist League.

He moved to Vermont in the late 19
working at a mixture of state governm
carpentry and writing jobs, and ultimately
ed up in politics, Initially, he had little succ
but he was elected mayor of Burlington f
1981 to 1989, and in 1990 won Vermont’s
House seat, the first independent electe: -
Congress in 40 years. Mr. Sanders has
children, and his wife, Jane O’Meara $an¢
has been a key adviser in his political care

While he tends to align .with the Democ
he said he never considered becommg
Why?

“Both major political parties are hes
influenced by big money,” he said. He n
that in nine years in Congress, he has spent
weekend in Washington. He talked scornfull
the journalists and the politicians who st
their time talking to one another, with “no st
of what’s going on in the real world.” °
" Mr. Sanders clearly feels he has the ¢
industry on the defensive. “What I try
here is not to be an ideclogue, bt to
issues,” he said. “‘And when you talk iss
people respond positively.” Still, he ackn

pdoes  “T cnmatimec secratch mu hoad
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www.busfromcanada.org).Mr

