My name is Ann Murray and ! am a pharmacist from Heppner Gregon. } am here with my daughter,
taurie Murray a pharmacy intern. Our family own’s Murray’s Drug inc. with stores in Heppner, Condon
and Prairie City, Oregen. It is a family business serving Eastern Oregon since 1959 with 3 genérations of
pharmacists , 5 licensed pharmacists, one intern and one applying to pharmacy school. We serve
Morrow, Giliiam and Wheeler counties as the only pharmacy in those counties and the eastern half of
Grant County. This equates to over 5,000 square miles of rural eastern Oregon, involving a population of

about 15,000.

Just over a week ago | spoke to an Assoc. Press reporter who was doing a story on why so many
independent pharmacies have closed across the nation and Oregon In Particular. {On Feb. 1% Boardman
pharmacy closed, leaving us as the sole Morrow county pharmacy) | will telf you now what I told him.
The reason that access to pharmacies are decreasing especially in the rural areas, but will continue into
the urban ones and why health care costs continue to skyrocket can be summed up into 3 large should |
say “capital” and very powerful letiers. PBM’sl!

I urge you to read an article written in Sept. 2002 by Ed. Heckman called “Evolution of a Hurricane”
explaining and predicting what would happen as PBM’s became more powerful. He warned that PBM's
would greatly increase the cost of healthcare by adding an expensive ‘middle man” layer of beauracracy
instead of insurers being abie to directly contract with pharmacies that are actually doing the work of
providing the heaith care services. Nationally, as we speak, 2 of the 3 giant PBM’s Express Scripts and
Medco are attempting to merge, creating an even greater monopoly. According to Forbes.com for
highest paid CEO’s, 2011, Express Scripts CEC ranked #4 bringing in $51.5 million in compensation.

Pharmacies and Dr.’s offices alike have had to add staff and expense to deal with PBM”S on a daily basis
as they put increasing number of drugs under the status”Prior Authorization required” , or reject claims
for any number of reasons. You may have personally experienced trying to fill a prescription that has
been “blocked for coverage” by the pbm, or else “not on the formulary”.. How certain drugs get on the
formulary is a whole discussion in itself, and a reason that transparency regarding rebates etc. should be
mandatory. Insurers need to know where the money is going. { would estimate that | have to call PBMS
at least twice an hour to (with calls lasting from 5-20 min.) to resolve claim issues as we try to help
patients fill their prescriptions.

" The main reason that PBM'’s are driving pharmacies out of business is the “take it or leave it’ contracts
that offer below cost reimbursement. Last Thurs. when | worked in our Condon store (we drive an hour
each way to staff that pharmacy) | dealt with a prescription for an elderly patient in the assisted living
facility. The PBM was paying 527 below my cost. It cost me 224 but they reimbursed me $197. | calied
the “help desk” that we are instructed to call. They told me they only heip with claim adjudication issues
and for reimbursement issues | would have to call the plan. | called the plan. The plan directed me back
to the PBM. They couldn’t help me. | asked if they had a provider refations dept and waited a long time. .
| was given a number to leave a message, | asked them what | should teil the patient who was rapidly
running out of medication. They didn’t have any answer for me. National dispensing studies have shown
it costs about 510 per RX in overhead to dispense a prescription. This would have put my loss at $35 on
that Rx. We do between 70-100 prescriptions per day in Condon. We sell mostly Rx’s and don't have a




lot of other merchandise that can be cost shifted to cover those type of losses. We buy from a large
national wholesaler, but PBM’s do not understand that smaller stores do not get the same discounts as
the larger volume stores and they do not respond to cost changes in the marketplace as drug supply
availability issues surface which is becoming a big problem. PBM’s are constantly faxing “new contracts”
that keep dropping the reimbursement with “you wili no longer be in our network” if you don’t sign by
such and such a date. We have had to refuse to sign many contracts, leaving many patients having to
drive long distances or waiting for drugs in the mail from the PBM owned pharmacies. The help desk at
the PBM’s will say, “the patient can drive to the nearest participating pharmacy or it can be mailed to
them from our mail order pharmacy.” Do they care or could they even believe {calling from New Jersey)
that many of cur rural customers get mail delivery 3 days per week? We know that signing these
contracts is just a slow death, as evidenced by so rnany small stores closing, Even if you can determine
what your payment would be before signing a contract, the ability of the PBM to change the MAC
reimbursement {(maximum allowable cost per pill-on almost all generics} AT ANY TIME defies a
traditional understanding of what a business contract is. if one party can change the rate agreed upon
at any time, how is that a fair contract? Lack of access to pharmacy services is a direct result of PBM’S
directing businéss away from where customers want to buy their medication. in rural Eastern Oregon
this is showcased as a reduction in care as elderly or sick patients are unable to drive the 2 to 3 hour (at
the minimum ) round trip to go to Hermiston, Pendleton, The Dalles , or south to Central Oregon.

We have a large elderly population that gets confused and upset when we say” we can’t do your
prescription because your PBM says you have to use their mail order pharmacy”. Others ask us, “how
can you stay in business when they tell us if we use mail order we can get a 90 day supply for the same
co-pay as a 30 day supply limit imposed on those using a retail pharmacy?”. They say they want to use
our pharmacy as they value having a pharmacy in our small town. 1 say it isn’t fair and | don’t know how
anti-trust or monopoly legislation doesn’t apply to PBM’s in this country. Many of our customers
appreciate our presence in the community and we are proud to be there. We have a payroll of about 20
people between full and part time, which may not seem fike a lot in urban areas, but in our hard hit
economy it is important. To make our payroll and pay our state taxes we cannot operate in the red.

A long time ago only a certain percentage of people had insurance that had copays and used PBM's .
However today with part D and all Medicare beneficiaries and others on state programs such as
Medicaid and OPDP etc. , almost 100 percent of our prescriptions involve transmission to a PBM. This
leaves us at the mercy of PBM’s and their ability to dictate contracts and force our customers away from
us and to their own OUT OF STATE PBM owned pharmacies.

| urge you to support HB 4122 and provide transparency for insurers, access and freedom of choice for
patients in Oregon and a fair and competitive health care marketpiace. Other states have already
enacted PBM transparency legislation. Oregon aspires to be on the cutting edge of Health Care Reform.
This legislation would be an important and worthwhile step towards that goal.

Sincerely,

Ann Marie Murray R.P
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PBM model is unique to the United
States. There is really nothing quite like
a.nywhe:re else in the world.

The Beginnmg—l-low it Started

‘Let'sigo back to the beginning when

PBMs, served a beneficial purpose. The

: ginal operating plan posed by Phar-

. maceutical Card System, Inc. {PCS) to

i the Antitrust Division of the Depart-
ment= of ]ustlce in 1969 was to serve as
"an’ mformatmn clearinghouse for health

: plan pfayors and pha.rmacy provxders

'zed method to efficiently pass
n about a pIan sponsor's drug
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_.ing th plan specifications sheets sent to

T

their: pharmacy from PCS, PAID, and

) percc t of aﬂ prescnptlons
ted:by:a third:party payor. The

www.nepanet.ong i~

other third parties back in the 1970s,
Pharmacists received three-hole
punched information pages that listed a
plan number in the upper corner with
the details of the drugs covered, permit-
ted days supply, allowable quantities,
and payment information. We filed
these informative plan profiles away in
our three-ring PCS and PAID binders
for future reference.
. When a patient appeared in the
pharmacy with a drug eard listing a par-
ticular plan number that was unfamil-
iar, the pharmacist would look up the
plan parameters and then make a deci-
sion to provide services under those
terms or not. The PBMs provided a ben-
eficial service that saved pharmacists
and patients frustrations in attempting
to verify eligibility and coverage.
Eventually, the PBMs agreed, along
with pharmacies and plan sponsors, on
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a standardized format to submit claims
for services, the universal claim form.
The universal claim was a great time
saver. And, PBMs began administering
drug plans by reviewing drug claims on

“behalf of plan sponsors. At the time,
this was an excellent benefit helping
pharmacists cut through the increasing
mire of where and how to submit
claims for payments. A

" The PBM was more like 2 breath of
fresh air in those days—providing a
beneficial service to pharmacists. Life
was simple. Business was good. These
were clementary statements of fact
during an era when the average pre-
scription price was less than $5. At that
time, third parties were a small part of 2
pharmacy’s business with minimal
impact on the bottom line. Pharmacists
didn't pay a lot of attention to PBMs
back in those days.

Where It Went Wrong

Over time, the PBMs became more and
more aware that pharmacists really
didn't closely watch how much or how
little a particular plan reimbursed. Phar-

macists would fill anything for any plan %! the f!hkeda and Lilly Prescription Drug
"Benefit Cost and Flan. , Design .S'urvey Report:

for any price because after all, *it didn't
cost any more to fill another prescrip-
tion.” The PBMs learned that they could
do more than just act as an information
pass-through from plan sponsor to pro-
vider pharmacy. The PBMs turned the
corner from bona fide ancillary service
organizations to become opportunistic,
‘They began coaching their plan spon-
sors on pharmacy reimbursement offers
to help them “controi their expenditures”
for drug benefits. Their advice of "offer
the pharmacies less, they'll take any-
thing!” became the operating standard
and indeed for a number of years phar-
macisis accepted anything offered. The
PBMs took it a step further by creating
their own networks with reimburse-
ments so they could potentiafly sell serv-
ices to plan sponsors at one price and
then reimburse pharmacies at another.
And so, what once seemed a gentle
breeze, the PBM, matured into the hur-
ricane of the drug industry whose be-
havior careened out of control. The plan
sponsors didn't aitempt to control them
because after all, the PBM controlled a
huge network of pharmacies and could
obiain services on their behalf at rates
lower than they believed could be ob-

grew from mifor -

tained on their -
own. And pharma :
cists weren't about K
to take restrictive,
meastires agains
PBM:s, else a cus-
tomer might go
down the su'eet to

happeri. The PBM

tropical depressions
to the devastating
hurricanes they are
today.

Pharmacists
Fight Back

It has only been in
the past few years

that pharmacists have become more ag-

gressive in taking steps to stem these
storms and make amends, Pharmacists

‘ cortx'm\mity p]tétma(::es Yes, PBMs

‘push their very profitable unregulated
- mail order operattons as the pancea to

are now drawing profit lines and turning i:ugh «drug costs, but this mode of pre-

down programs and networks that fall -
below them. In fact, the 2001 edmon of

focuses.on just that statmg,
“The PBMs negotiate. {sic)y with theé:
phannacxes for dtscounts to AW‘P
Although we expect respondents .
{PBMs) to contmuously negotiate for~
greater discounts, there are limits as
to how far they can go. Many retail
pharmacies, particularly large nationat .
chains, bave drawn the line in the
sand at AWP-13%."

This annual study is sponsored by
Takeda Pharmaceuticals and Eli Lilly

and Company for the Pharmacy Benefit’
Management Institute, Inc. in Tempe,. -

Arizona. Many independent pharina-

cists have also drawn their own line in .

the sand, More and more pharmacists

are individually turning down subpar; "

often predatory, plan offerings.
In add‘mon, commumty pharmacists-
have iniHated- attempts to negotiate

more fayorable terms. Even the smallest -
i cies, One thing is certain; left unbridied,

pharmacies are chartmg strategles and

approaching PBMs to negot:ate niore fa- _
vorable terms. If you have not attempted; .

to improve contract terms you' should
start. You may be pIeasantly surprised. -
PBM:s hate to adsmit it but they need

. scription dehvery is not well accepted

by patients. The 'Ihkeda.lLllIy study

© states that 87 percent of employers offer
maxl order to their employees but only
142 percent of prescriptions are dis-

. pensed through it.

- If a community pharmacy is in an

underserved location, performs services
. not readﬂy avaﬂable elsewhere, or has
" developed a niche, they:may have an

opportunity to improve reimbursements

- with third party payors. -

_ PBM Legisiation And Regulation
é/PBMs have-evolved in an-unregulated

environment, The lack of regulation

- allowed PBMs to. become bolder in their
actmns PEMs, claim® that they are not
ihsurance companies and therefore do
not fall 'under state insurance laws, al-
though some argue they should as they
act as an agent of the insurance compa-
nies. The real question is whether or

.not it is too late to make amends for the
* devastation and destruction PBMs have
. wreaked upon unsuspecting patients,

. our economy, and community pharma-

" PBMs will continue gain strength and
control in the pharmacy market.

" Pharmacists in every state must corfie
to thie forefront to ‘push state legislation
fo place PBMs unider some form of regu-

it .




Jation. NCPA asswts states by providing
Moedel PBM Regtﬂatlon Leg:slatlon fo be
used to initidte such legjslation. Georg1a
recently,was the first state: to eénact legis-
lation to regulate P PBMs: Many other -
states dre begmmngt address thls 1ssue,
and some memmbérs of Congress are be-
ginning to ‘scrutinize. the nwieldy and
expensive oontrol of PBMs on the drug

industry: -

Enough For ‘The Manufaeturers _
Pharmacista-were the first to learn these
lessons: Now the manufacturers are .

beingtossed about by the PBMs, What -
was,originally a low-stakes game for-a

manufacturer to paya PBM for the pre-‘ E
ferential tredtmelit of their products Has

become.a PBM entitlement of gigantic
proportion,'While it is unclear the exact
magnitude of these arrangements, the’
recent law: u1t between AARP and Ad-
vancePCS mlght prmnde aclue.

AARP is.5uing AdvancePCS because
it claims that AdvancePCS ﬂleglumately
kept their Cash Discount Card (100 -
percent copay} busmess after AARP

moved to Express Scnpts as their clalms :

processor. AARP:is asking for damaggs =

of $18 per prescription in this suit. Kegp

in mind that the patient pays the entire "

cost of the prescription [100 percent co-

pay card) so the $18 claimed in damages.

must come from somewhere. The likely

source is from the sale of the data to the )

manufacturers and by depmg mto thelr S

rebate pockets.
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So huge is the PBM influence that a

-manufacturer thay employ a marketing

representative whose sole job is to
service one customer, a single PBM,
and to-stay on top of what they are
domg Their jobs are-to promote posi-
hve relahonshlps with the PBMs lest
soine other manufdcturer capture a
more favored position. They bend over
backwards to do whatever it takes to
please the PBM and maintain or ini-

_ crease their share of the market.

Unregulated Mail Order

. Pharmacies And Pharmacists
" After opening the money tap with pre-
. ferred products in formularies, the

- PBMs realized that they could exert

- more control and extract deeper dis-

counts from manufacturers on brand
name drugs if the PBM owned the phar-
macy. Thus the introduction and evolu-

. tion of mail order pharmacies owned by
“the PBMs. .

Apparently, the Federal Trade Com-
mission [FTC) viewed these new PEM
busmess ventures into mail order phar-

"macies with blinders. How could they
. :sitin.ambivalence with such a huge
conflict of interest looking them straight

batweenthe eyes? The PBM that was

.once’ Iumted fobeing an information
conduit now created the opportunity to -
Iverucally integrate the marketplace at -

the demise of others.
* Once in gperation, the mail order

Gohaths honed their operations over

time. Today, for those manufacturers
who ante the most, personnel at mail
pharmacies will contact doctor after
doctor to make therapeutic switches to

And so, what once seemed a
gentle breeze, the PBM,
matured into the hurricane of
the drug industry whose hehav-

the profitable formulary product. PEM
spin doctors state these switches are for
better medication therapy for the patient
or to benefit cost containment for the
plan sponsor. But indeed, the Takeda/
Lilly study alludes to the fact that mail
order for sponsors is more expensive
cost sharing-to thé patient.

The study states that mail order co-
payments must be at least two times the
retail copayment before the sponsor can
expect any savings. And when it comes

* to mail order the PBMs appear to have

convéniently forgotten MAC prices on

generic drugs. The study states,
“Most PBMs no longer offer maximum
aliowable cost [MAC) pricing for mail
service prescriptions. This is important
as deep discounts offered in mail for -
generic drugs are not as deep as MAC
prices in the retail environrnent *

-, The PBMs. kno that the real money is
in brand name drug rebates and that is
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[ the likely reason that maﬂ operauons
eh ~pense genencs 28 ‘percent of the ;.

was .
who - [
how ¢ F’I‘C could be conwnced that
ﬁrew -Ifr would: prevent conflicts of in- -
teres! © ween the manufacturer and
the Pr they ow;ned Thls is worse

house 7 ven_-the, fact
istence -/ PBMs fodus
passins «.f

macies 1

drugs, i'-ow

bilitie=. "' he only firewalls set up by
manu’ :urer-owned PBMs were those
agains: -iher manufacturer’s competi-
tive pr -*cts. Indeed, Merck has in-
crease.l e percentage of its products.

movec :ir
50 perca

B mohvatxon

count T:a'rds to which the manufactur-
. €rs; mmated an umque strategy after

" the Bushi card was- stopped by a federal
~ court, They created their own discount
": programs for. low-income seniors cov-

éring select products. There is no ques-
tion that the manufacturers were using
this opportunity to bolster their images
with some positive public relations.

But that may not have been their only

n ﬁi‘lestion that

‘their Images with some
- positive puhllc relations.
But that may not have heen

' .PBMs greed as they htmgnly attended

The M ufaetu rs F'ght Back

Yes, P} * i —the ing hurricane of
the dru- “rdustry = .ve"explmted the
manuf.. "::rers to the maximum. Byij-
dence ! ¢urfacingthat the stakes have
grown : of proportion and manufac-
turers v Jighting back: Their direct-to-

consur:: - ~1arketmg campmgns_reach

potenti: * ; atientsby television adio,
the Intes: - ¢, and printe'd§1'ﬁ¢

manufs !: rer adverh.SEments pfbject
desirab!" - utcomes and pos;txvejllfe-

style ch'- e, thereby mofi png and

empcw ‘g a potential patient tov
ously ac-ate for a partlcul,,'iripre_scr;
tion drv . "’ patients screan long -
enough . - relentlessly push enoughs. .
buttons, ycan usually gain approval
for drug: * at otherwise wouldn't be ;
covered, B e
Mant .';'Z : 12
record of ' zir “Catch

with the I'. Ms, Whil
in public, :* ey really:
would be:  ne someq.
or better y. :, drift ou

The most
senior citiz.:

substituted “>r a real Mec
scription dr+g benefit thei
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- thie July 2001 unveiling of the program
/in the White House Rose Garden, The
* manifacturers envisioned even greater
' financial doom and demands from the
-atge PBMs to keep their products on

;the favored side of the senior discount
program. Rather than sitting still for the

o onslaught they had f'mally learned thexr
PBM lesson, :
L Drug compames ‘created their own

iler pharmacy bene:

it 'companiéé A:gus and McKesson

Héalth Systems,‘fo administer their pro-

grams, thie manufacturers side-stepped
= b1t1ng the bu]let wn‘h the big three To

Medlcare-endorsed
by the big three, they
pharmacxsts comparably

hjgiz rafes of teimbursement and at the

same time iarge i:hscounts to low-

éncﬁmbefed and further
4 month's supply of med-

- macists. That's right, the PRMs need

- our disposal and the Internet place

has to bc more appealing than dealing
with the big three PEMs, 3

The Future
While PBMs will certainly disagree,
their usefulness and future may be in
question. In other words, this storm
may be losing its steam. PBMgs may :
have outlived their benefit and purposef’
Pharmacists do not really need the §:
PBMs as much as the PBMs need phard

pharmacists. Pharmacists can certainlyd
live without their predatory audit
tactics or unilateral contracts, The i
chains woke up in the mid-1990s and 4
independent pharmacies are starting to{:
do the same, The technologies now at

direct dealings with plan sponsors for
even the smallest pharmacies within
the range of possibilities. Computer i
software can be aimed to send a claim
in any electronic direction we choose.
There is no question that a pharmacy
or group of pharmacies administering & I
drug-program for a local employer “'”i
could with close personal involvement &
produce substantial savings, especially §
if the pharmacies share some of the 1
risk and assume a degree of responsi-
bility for outcomes management.
These scenarios are evolving on a
limited basis at this time, but are
picking up more speed and interest. As -
these opportunities evolve for commu-
nity pharmacies, the drug companies
won't shed tears,

As concerns for spiraling drug costs
heighten, expect more and more of the
tactics of PBMs to be revealed and o
questioned by the public. Expect repre- i
sentatives and senators in Congress to a
embark upon fact-finding missions to
help all Americans understand the ex-
pensive economics of PBM-controlled
drug benefits. Keep in mind that the
rest of the world functions without
pharmacy benefit managers, so why do
American pharmacists need-them?
Maybe pharmacists don’t! M
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H. Edward Heckman, regular conmbuﬂng 4
writer to America’s Pharmacist, is presi-
dent of PAAS National® the Pharmacy
Audit Assistance Service, For further infor-
mation, Heckman can be reached toll-free  §
at 888-870-7227. .. ¥
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