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Table 1. Overall spend from October 2011 through September 2012 (12 months) Table 2. Top 10 pharmacy benefit specialty drugs among 8.8 million commercially

e Specialty drugs include biologics and other drugs that * Using Prime Therapeutics’ integrated medical and October 1, 2011 to September 30, 2012 (12 month) pharmacy for 8.8 million commercially insured members insured members during October 2011 through September 2012 e Data are from a commercially insured population pooled

require special handling, are typically injected, and are pharmacy database with complete data from 2009 to and medical benefits specialty drug expenditures . . _ . across various regions and results should not be generalized

. .t - . . Total paid Specialty* total  Specialty PMPM Top 10 pharmacy % of total pharmacy benefit . . . .
more expensive than traditional small molecule oral present for 6.8 million commercially insured members, « The average monthly membershio was 8,800,053 PMPM paid PMPM  percent of total benefit specialty drugs Category  specialty drug expenditures to Medicaid or Medicare. Furthermore, a region or plan
drugf,. Billed via either‘the medical or pharmaFy benefit, the data was gueried to id.entify quarterly drug specialty 5 y P 000,05 ieelieal Banaii D Qari $10.60 $10.60 100.0% Humira® Autoimmune 13.0% specific analysis was not E)erforn?ed and plan level variations
specialty drugs were historically associated with rare and non-specialty expenditures. o Total medical and pharmacy benefit drug expenditures were Pharmacy Benefit Claim $67.38 $11.77 1.0% e PO —— L0.2% have been demonstrated in previous work.
medical conditions such as hemophilia. More recently, _ , $77.98 PMPM (Table 1) . :
specialty drugs have come to dominate the treatment of * Specialty drugs were defined as all drugs on the Total $77.98 $22.37 28.7% Rebif®/Avonex® Multiple Sclerosis 7.2% * Specialty drugs were defined as all drugs on the
more common chronic conditions such as rheumatoid Prime TherapeUtics pharmacy benefit SpeCialty drUg '"E:' Non-SpeCialty $55.61 PMPM (71.30/0) PMPM = per member per month; pharmacy dollars are total paid (plan paid plus member paid) and medical dollars are total gnterferon®beta-1a) Multiole Scl : 6.c% Prime TherapeUtiCS pharmacy benefit SpeCialty drUg

. . . allowed amounts (plan paid plus member paid). opaxone ultiple >clerosis .5% . . .
arthritis and multiple sclerosis management list and most medical benefit processed . *ip 'dltyd gt (p! dpﬁd.:u “dbgp dt)h i p p 5 management list and most medical benefit processed drugs
. . . . coede . ecla rugs were derined as a rugs on the rFrime erapeutics armac enent specia rug managementlist an s ® fo) . . .
drugs (e.g., J-codes) with the complete exclusion of vaccines * Specialty $22.37 PMPM (28.7%) most medical benefit processed drugs (e.g., J-codes) with the complete exclusion of vaccines and diagnostics STTEEEl L@ e 3:5% (e.g., J-codes) with the complete exclusion of vaccines and

. . . . : e . . . G T . 7 : : o ) -

° In 2.012, specialty drugs comprised 0.5 percer.lt of and dlag.nostlcs. All drug §la|ms not classified as specialty e Pharmacy benefit specialty $11.77 PMPM (52.6%) of $22.37 PMPM ripla mmunosuppressants 3-3 dlagnc.>st|c.s. Other deﬁnlt.lons ofspeu.alty drugs will likely
claims but 17.6 percent of all pharmacy benefit were defined as non-specialty. A — Incivek® Hepatitis C 2.7% result in different expenditure proportions and forecasts.
expenditures across Prime Therapeutics’ commercial * Medical benefit specialty $10.60 PMPM (47.4%) of $22.37 PMPM : : : : .
1op9 lion member book of busFi)ness ' Average per- * Drug expenditures are defined as pharmacy benefit total l;:)lgrur:weeirﬁt,;/\eerd;g?ESStE?;RAmP?V\C)yt?ngg%? \rlli?]r-;/sgsclij;lzye;ilgsopgg;rlttf/rdcrtagggfirm Gleevec® Oral Cancer 2.5% * Forecasting expenditures is speculative. Forecasting is
pr(.ascription cost was $3,016 and total.paid per capita paid (plan paid plus member paid) and medical benefit * The top two pharmacy expenditure drugs adalimumab 6.8 million commercially insured members Enoxaparin® Anticoagulant 2.2% highly dependent upon continued historic trends that have
increased 19.1 percent fr;)m 5011 total allowed amounts (plan paid and member paid). (Humira®) and etanercept (Enbrel®) accounted for a combined Revlimid® Oral Cancer 2.1% been largely influenced by pharmaceutical manufacturer

' ' All claims with a third party payer were excluded. 23.2 percent of all pharmacy benefit specialty expenditures. 20% price inflation. However, specialty drug price inflation has

e During 2012, within Prime Therapeutics’ commercial , _ Both drugs are in the autoimmune category. (Table 2) 15% — S been 10 percent or more annually since 2009 and most
book of business, the proportion of all prescriptions * For1Q2009 to 2Q2012, the quarterly proportion of specialty . : : : : —e— Specialty recently 12.6 percentin 2012. There is no evidence that
filled with a generic CII'Ug (generic utilization rate [GUR]) drug expenditures out of the total drug expenditures from * The hlgheSt expendlture medical benefit SpeCIalty HCPCS drug il Non-Specialty Table 3. Top 10 medical benefit specialty drugs among 8.8 million commercially pharmaceutica[ manufacturers will deviate from an annual
was 77.4 percent.! The average total paid amount per both the pharmacy and medical benefits was calculated. code was infliximab (Remicade®) HCPCS code J1745, in the 5% — ./\\\‘\ insured members during October 2011 through September 2012 specialty drug price increase of more than 10 percent

' - : ‘ . . autoimmune category, representing 11.2 percent of all medical ] | | | 1 | | L — . '
30-day supply generic drug claim was $19.66. * To obtain the expenditure trend, the specialty and non- benefit drug expenditures. (Table 3) 0% 102010 202016 102010 402010 1Q2011?Q;O—11 P E;; 102012 202012 Top 10 medical benefit % of total medical benefit

* Specialty drugs are generally not available in specialty total paid per member per month (PMPM) A ’ 4 ’ 4 speclalty drugs catesory  specially drug expenditures
generic form, and the increased use of generics for percentage increase in expenditures using year versus year * The autoimmune category was the highest expenditure category Rieniet Attt 11.2% COnClUSiOnS
conditions n’ot treated with specialty drugs (e.g ago quarter method was calculated from 1Q2009 to 2Q2012. accounting for more than $600 million in expenditures (25.7%) A, | Neulasta® Plood Modifer 0%

) g ) N . . of all specialty drug expenditures. (Figure 3) Avastin® Injectable Cancer 6.4% : : . .
depressmn., hyperl|p|dem|a and .hypeftensmn) hasf * The forecast was calculated from the combined specialty Figure 2. Medical and pharmacy benefit specialty drug expenditures as a percent e o e . * Currently approximately four of five prescriptions are filled
made specialty drugs an increasingly important driver medical and pharmacy benefit and the non-specialty * The injectable cancer category had five of the top 10 medical of total drug spend: forecasted to be above 50% in 2018* tuxan utoimmune/Injectable Cancer 5-2% with a generic drug at a cost of less than $20. In the coming
of costs. 2.5 year historic trends. benefit specialty drug HCPCS codes accounting for 23.8 percent 100% —  — Actua Herceptin® Injectable Cancer 5.2% years, new generic drug market entrants are limited.

: . . of all medical benefit specialty drug expenditures. (Table 3) 90% — predicted Eloxatin® Injectable Cancer 4.3%
* A 2011 report on specialty pharmacy predicted specialt O redicte ' ' i
drugs woﬁld accojnt for ch)opercentyoil2 all drug Spl)oend ' Pharmacy and medical benefits specialty drug expenditures * Injectable cancer accounted for approximately $450 million . ; T peeros LEEEIG Injectable Cancer 2.7% . EE:r;:);I;:uIS(C:;eI?sgul;:\itﬁiff;r?:j:,l Z%Etlg?euzﬁgit price
70% [ —— Lower g5th
by 2020.2 » To obtain specialty and non-specialty drug expenditures, (18.6%) of pharmacy plus medical benefit specialty 6°°;° - Tysabri® Multiple Sclerosis 2.4% increases, increasing utilization, and future pipeline of new
. . 0% [ c c c

« With the GUR approaching 80 percent, recent and integrated pharmacy and medical data from 8.8 million expenditures. (Figure 3) ZO% - // Factor VIII R® Hemophilia 2.3% specialty drugs, specialty drug expenditures are expected to
anticipated future new specialty drug approvals commercially insured members were queried from %~ Gammagard® Immune Globulin & Other Serums 2.0% be 50 percent of all drug expenditures by 2018.
and progressive specialty drug price increases t,he October1, 2011 through September 30, 2012 (12 months). Pharmacy and medical benefits specialty drug expenditure forecast o Th tt ialty cat [ toi ith th

, 10% [ * The current top specialty category is autoimmune wi e
need for payers to update specialty drug expenditure * Total 2012 expenditures for the top 10 drugs were calculated * From 2010 through 2Q2012, non-specialty drug PMPM R o0 2010 2011 2012 2013 2014 2015 2016 2017 208 A top expenditure drug on both the medical and pharmacy
forecasts is evident. separately within the pharmacy benefit and for each health year versus year ago quarter trend values remained in the * Forecast using the historic non-specialty and specialty expenditure trends from 2009 through 2Q2012 among 6.8 million Figure 4. Specialty drug management opportunities benefits. Health insurers and pharmacy benefit managers

care common procedure coding system (HCPCS) drug code single digits, starting at 4.5 percentin 1Q2010 and ending commercially insured members will need to focus initially on the autoimmune category to
(e.g., J-code) within the medical benefit. The top 10 were at 0.3 percentin 2Q2012.The year versus year ago quarter ensure expenditures are managed.
. . . : A —— edica fior
Ob]eCtlve & Purpose ranked as a percent of expenditures and reported. specialty drug trend PMPM values averaged 14.1 percent, eceal et . - - ko ]
. ) . . starting at 13.7 percent in 1Q2010 and ending at 18.1 percent Figure 3. Specialty drug expenditures by category and benefit, October 2011 Channel N . Utilization Healt I.nsurers will need to increase theirvigilance
To integrate medical and pharmacy drug expenditures * Specialty drugs were placed into the following categories: in 2Q2012. (Figure 1) through September 2012 among 8.8 million commercially insured members management it e management of specialty drugs and focus on four management
autoimmune, injectable cancer, multiple sclerosis, human opportunities: drug distribution channel, utilization
from January 2009 through October 2012, trend these . oM $200M $400M 3600M $800M ...
expenditures by soecialty and non-specialty drugs. and immunodeficiency virus and immunosuppressants, oral * In 2009, specialty drugs represented 20.0 percent of all  Autoimmune ispensing AN e \—-— management, contracting activities, and coordination
P yspeciatty N-Sp y aruss, cancer, blood modifiers, anticoagulants, intravenous drug (medical and pharmacy benefit) expenditures and by Mtote Scloo protocols it of care. (Figure 4)
forecast when s lty d llb f i :
peCIa ty rUgS Wi ecome 50 percent 0 . . H HIV and Immunosuppressants Specialty drug
all drug expenditures immunoglobulin and other serums, growth hormones, September 2012 specialty drugs had become 28.7 percent PPl essan's et
s &XP ' hemophilia, nausea and vomiting, lung disorders, infertility, of all drug expenditures. (Table 1 and Figure 2) Plood Modfers sicesge N . Specily
cystic fibrosis, hepatitis C, pulmonary hypertension, enzyme , , IVIG and Other Serums G management (Rl
ysHIe T P P v vp y * Assuming a specialty PMPM trend of 14.1 percent and a Growth Hormones . o References
deficiencies and macular degeneration. For each category, ltv trend of . v d dit Hemophilia Contracting e o Coordination
4085-B © Prime Therapeutics LLC 01/13 the proportion of expenditures from the pharmacy and non;speua yd renb o110 percenf, spelc(lja y s bepen ITES g bvarder = = Total medical acivies e gt ofcare
1305 Corporate Center Drive, Eagan, MN 55121 medical benefits are reported. are forecasted to be 50 percent of total drug spend by 2018. Infertitty v i nit plar case 1. 2013 Prime Therapeutics LLC. Internal Data.
(Flgure 2) Cystic Fibrosis discounts mgmt . . .
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