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Honorable Chairman Brett Guthrie
House of Representatives
Committee on Energy and Commerce
2125 Rayburn House Office Building
Washington. DC., 20515-6115

Honorable Chairman Guthrie,

| appreciate the opportunity to expand on New Jersey's use of the Pharmacy Benefit Manager (PBM)
Reverse Auction process and to address the broader context of its impact on prescription drug
spending and the healthcare benefits landscape for public employees.

New Jersey's pioneering adoption of the PBM Reverse Auction, firstimplemented in 2017, was a
strategic move to confront and mitigate the escalating costs of prescription drugs. By engaging
PBMs in a transparent, competitive bidding process, the state not only fostered a more competitive
market but also ensured that contract terms, including crucial aspects like formulary control, plan
design, and member cost-sharing, could be standardized and managed in a manner most
advantageous to the state. This innovative approach is estimated to have enabled the state to
achieve an estimated $2.5 billion in savings between 2017 and 2022, without compromising drug
benefits for the state's 800,000 public employees.

The reverse auction process, by design, allowed New Jersey to leverage these savings to implement
innovative plan design solutions that directly benefited members by lowering out-of-pocket costs
and overall premiums. The savings accrued from the auction provided the state with the flexibility
to enhance plan offerings and reduce premiums by 1.1% for Plan Year 2019.

Moreover, New Jersey's approach not only resulted in immediate financial savings but also set a
precedent for managing future drug spending. By requiring all participating PBMs to offer the same
contract terms but at lower prices, the state ensured that savings could be realized in a manner
that was both fair and transparent. This process has proven that when provided with the right tools
and transparency, states can more effectively navigate the complex PBM marketplace to secure
significant cost savings.

It is important to acknowledge that the PBM reverse auction process is not the solution to the very
real issues that exist in the PBM industry, for employers, consumers and indeed, independent
pharmacies alike. As the son of a pharmacy owner of an independent, local pharmacy that served
our community, | understand first hand the challenges facing this industry and continue to look for
ways to address these challenges.

Some have expressed skepticism regarding the reverse auction process as a panacea for the
challenges within the PBM industry. Critics have pointed out potential limitations, including
concerns about PBMs hiding rebates and fees. While we recognize these concerns and agree that
this process is not a panacea, it's crucial to note that New Jersey's approach included drafting
strong, non-negotiable contract language that addressed these issues head-on, reducing the risk
of such practices.



In acknowledging these criticisms, it's equally important to clarify that the reverse auction was
never proposed as the sole solution to the pharmaceutical spending crisis. Instead, it represents a
critical step towards increased transparency, control over contract terms, and the potential for
future term adjustments in the state's best interest. The insights gained from the reverse auction
process and the ongoing contract compliance efforts have illuminated multiple opportunities for
further significant cost savings.

As illustrated in the presentation by our then-Director, Chris Deacon, to the National Academy of
State Health Policy (deck attached here), New Jersey's experience has laid a foundational
framework upon which we can continue to build. This includes ongoing efforts to improve
transparency, negotiate favorable contract terms, and ensure compliance, all of which contribute
to our broader strategy to manage healthcare costs effectively.

In conclusion, while | acknowledge the concerns of some and the overall concern that there are no
silver bullets to the crisis of cost we find ourselves in, our experience in New Jersey demonstrates
the tangible benefits of this particular innovative approach. It has served as an important tool in our
arsenal to combat rising prescription drug costs, providing a model that other states are beginning
to follow. We remain committed to refining these strategies, learning from our experiences, and
exploring new ways to ensure the fiscal health of our state's benefits programs and the well-being
of its beneficiaries.

Thank you for the opportunity to address these points further. | remain at your disposal for any
additional information or clarification.

Sincerely,

{ew'n G. chm&

Director of Member Benefits
New Jersey State Policemen’s Benevolent Association

C: Honorable Anna Eshoo, Ranking Member, Subcommittee on Health
Emma Schultheis, Legislative Clerk, Committee on Energy and Commerce

Attachment
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The Challenge

State of New Jersey — by the
numbers

« 700,000+ members

« Annual spend of $2.2b

* 11 million+ claims

* Long-term relationship with
incumbent PBM

Pharmacy benefit plans

» Large plan with many stakeholders
Multiple, complex plan design

and formularies

Expensive

Hard to measure and manage

It's a black box!



Reverse
Auction
Legislation

“We are rooting out PBM profiteering at the
expense of New Jersey taxpayers and public
employees.”

We are achieving enormous savings without any
cuts in public employee benefits and no
compromises in the quality of health care for hard
working public employees and their families.”



A fresh approach:
The PBM reverse auction

 Innovative, forward-thinking approach

» Scalable reverse auction platform

» Granular analysis of 100% of claims

 Levelled playing field among bidders for objective comparison
« Dynamic, competitive PBM marketplace lowered prices

» Entire process: weeks not months

THE PROCESS

SELLERS
S'I%L(IIE(I;I\?I'CI-;RI?AEC? SELLERS SUBMIT BUYER COMPARE IMPROVE BASED BUYER COMPARE BUYER AWARDS
BIDS ROUND 1 BIDS ON BLINDED ROUND 2 BIDS CONTRACT
TERMS RESULTS

Pre-Qualification Step




SELLER AGREES TO SELLERS SUBMIT BUYER COMPARE SEREERSINMBROVE BUYER COMPARE BUYER AWARDS

CONTRACT TERMS BIDS ROUND 1 BIDS SASERON ROUND 2 BIDS CONTRACT

PBMs are BLINDED RESULTS
invited to bid

> R F P & RFP SUMMARY (Sample State) 1 Return to RFP Configuration

summary
daShboard First Round: r 19 pays 3 Hrs 20 MINS

Client Profile Time Frames Deal Type
Sample State Invitation: 10/15/2019 02:02 PM EST » Broad
750,000 members First Round Bidding: 10/28/2019 02:03 PM EST » 30 Day Retail Network
300,000 plan participants Second Round Bidding: TBD » Specialty Open Network

Annual Spend: $2,000,000,000.00

Channel Partner: Zayas

Channel Partner Location: New York, NY
Incumbent PBM: Market Comp #4
Background Info: Cras fermentum enim
aliquet nibh aliquet, et facilisis est convallis.
Sed vel neque vel elit tempus ... (read more)

RESULTS | FINANCIAL SUMMARY DRUG CLASSIFICATION PRICING PROPOSAL

Email Reminders: Every 5 Days
Plan Start Date: 01/01/2020

Market Comp #1 (Accepted) Market Comp #2 (Accepted) Market Comp #3 (Not Decided)
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SELLERS IMPROVE
BASED ON
BLINDED RESULTS

SELLER AGREES TO SELLERS SUBMIT BUYER COMPARE

ROUND 1 BIDS

BUYER COMPARE
ROUND 2 BIDS

BUYER AWARDS
CONTRACT

Creating a
level playing
field —terms,
classification,
& pricing

CONTRACT TERMS BIDS

oRuG eRIONG ResaTes paaMACY  FoRMULRY B0 w o)
Lilrcanoy FRooA ) NewoRe. / Diswupion ) Scenamos ) Smeary 4

Sample State (Bid ID: #14799) First Round: | 19 pavs 3 1rs 33 mins

» Terminology and

. - Al accepted or declined. i , you q to upload a document. Any documents uploaded to terms must pertain to the
unrelated to d ill NOT be accepted. If a term is marked "Explanation Required if Declined”, you
e I n I I O n S a re S e a n must provide a reason for declining in the text box provided. Please note, if you require a caveat or explanation to a term in order for it to be accepted it should
e gecined. BID BID TERMS DRUG PRICING REBATES | PHARMACY  FORMULARY  BID | RFP
DEFNITIONS W INSTRUCTIO) SELECTION CLASSIFICAT g IIeTgeR / NETWORK / DISRUPTION/ SCENARIOS // SUMMARY
Teks SERVICeS —_—
ag reed-to u pr’O nt T -
L Sample State (Bid ID: #14797) First Round: 19 pavs 3 HRs 26 MINS
Please note: Pricing guarantees input into this section reflect your responses to the qualitative and financial terms section of the RFP.
1) DEFINITIONS (RELATIVE SCORE: 1)
PRICING STRUCTURE (7)
H . Xl g | ozcuneo | as default (Traditional_¥)
Helps state conduct side-by-side R S o
. Mail Channel
. 12 A o AccePTED | © Setas ceau
oo oo [ o ] s
contractual comparisons - FRicG souce
Ee s P e e seeae &= (EsSm)
used to calculate pricing
13 Agre ] LINE O setas defaul
permsieitiaria bt recero | SRR © s
AVERAGE COST GUARANTEES (average across Guarantee Period) YEAR1  YEAR2  YEAR3
) .
I'he classification of drugs can T s s
g Retail Brand 17.50 17.50 17.50
. . Retail Generic 00 72.00
unnecessari Iy increase spend and can e e N s, GRS SIS Vs e, © vsan 055 [ ae o0
Mall Generic (1 to 999 days) | 7800 | 78.00 78.00
I m pa Ct re bate pe rfo rm a n Ce Sample State (Bid ID: #14799) FirstRound: | 19 Davs 3 HRs 32 Mins.
Dispensing Fee (Average 12 Month) s s s
provided below please djudicati true-up basis i ch
component e o cded ora arug el Brand Lt ][ tas 12
and single-source generic determination. Retall Generic I 125 125
Please note the selections made on this page will serve as your definitions for the fisted bel hall b
calculation for pricing guarantees set forth in the Pricing Proposal. Mail Brand (1 to 999 days) 0.00 0.00 0.00
PBMs input proposed discounts o — = e =l =L =
Multi-Source Generics:
Single-Source Generi @ Setas default N\
Minimum Manufacturers for Mult-Source: @ setas defaul CLAIM ADJUDICATION RATES () NEARE T EARESEARS
Single Source Brands:  Brand Ingredient Cost (Min. Discount per Claim) % % %
Multi-Source Brands (Non-Innovator): ~ (Brand %) ) Setas default Retail Brand Lesser of:iy) AWP ¥ MACW UBC 17.50 17.50 17.50
. . . Multi-Source Brands (Innovator):  (Brand % © Setas default
o Retal Generic Lesser of:9) AWP@ MACW URC 0.00 72,00 72.00 72,00
This can be analysed on a claim-by-claim NS - | Exl= =
Mail Brand (1 to 999 davs) Lesser of: @ AWP @ MAC_URC 22,00 22,00 22,00

basis to give a more accurate proposal

Mt Source Generics:

COMPLETE

Single-Source Generis:

FDB by 2 GNI 1" and NDCGi1 2
MultiSource Brands (Non-Innovator):

orwhenusing

sing FOB by 3 GNI'0'or 2" with an NDCGI1 1" and INNOV of 0.

orwhen

*Sample, deidentified data




SELLER AGREES
TO CONTRACT

TERMS

First round
results

» Detailed comparisons by PBM

> Forecasted total drug spend for
side-by-side comparisons

» Estimated savings by PBM

» Comparisons includes
readjudication of 100% historical
claims data by each proposed
PBM contract

SELLERS SUBMIT
BIDS

BUYER
COMPARE
ROUND 1 BIDS

SELLERS
IMPROVE BASED
ON BLINDED
RESULTS

BUYER
COMPARE
ROUND 2 BIDS

BUYER AWARDS
CONTRACT

FINANCIAL SUMMARY: 3 YEAR
Current Contract Market Comp #3 Bid #14801 Market Comp #1 Bid #14802 Market Comp #2 Bid #14797

Status Submitted Submitted Submitted

Ingredient Cost $24,950,012 $22,499,738 $22,761,668 $24,200,497
Dispensing Fee $161,734 $106,033 $118,019 $148,098
Drug Spend $25,111,746 $22,605,771 $22,879,687 $24,348,595 l
Admin Fees $2,700,000 $0 $0 $0
Admin Credits $0 $0 $0 $0
Rebates ($7,781,327) ($6,093,385) ($6,655,605) ($5,870,187)
Other Financial Considerations $0 $0 $0 $0
Projected Bid Cost $20,030,419 $16,512,385 $16,224,082 $18,478,409
Proj. Current Plan Cost N/A $20,030,419 $20,030,419 $20,030,419
Total Savings $ N/A $3,518,033 $3,806,337 $1,552,010
Total Savings % N/A 17.56% 19.00% 7.75%
Implementation Allowance $0 $0 $0 $60,000
Performance Guarantees Risk $0 $0 $0 $8

* Plan & Member spend/savings assume same level of member cost share % as historical claims data

*Sample, deidentified data



SELLERS BUYER

RO un d 1 SEEEERASHEE SELLERS SUBMIT CRIER IMPROVE BASED BUYER AWARDS
TO CONTRACT COMPARE COMPARE
BIDS ON BLINDED BBUND 2 BIDS CONTRACT

results: PBMs e AR RESULTS
see how their

bids compared

and improved

MARKET COMP #3 OVERALL SCORE TOTAL COSTS PBM SCORE

» Scored weighed by importance to

Qualitative Score — 30%

.
the plan —configurable by plan -
DEFINITIONS 9% 19/19 700 —
17M o
INCORPORATION OF BID TERMS 9% 19/19 o .
PLAN MANAGEMENT SERVICES 9% 18/19 v — [ co0o —N——
O b . t- th . d rt . OPERATION SERVICES 9% 18/19 1av — [
) JeC |Ve, Ir 'pa y SCOflng, nO AUDIT 9% 19719 R o - -
. I . d . t- PRICING AND GUARANTEES 9% 19/19 e -
M — ] | o
misalignedad incentives REBATES %% 18/19
oM | i ] o 400 | | o
CONTRACT TERM 9% 19/19 o — .
PERFORMANCE GUARANTEES 9% 19/19 sv — [
300 — ] ] o
CUSTOM TERMS 9% 0/19 M ] — o
Pharmacy Network 5% 1/1 oM o
5M —| i | o 200 — | | o
Formulary Disruption 5% 20/22
4M [ ] o
Qualitative 199 M —] — — -
100 — | | o
2M T ] | -
Financial Score — 70% ™ o
Pricing Exhibit 95% 4987498 om 0
m - o~ m vl o~
S . * #* #* * #* 3#
Generic Dispensing Rate (GDR) 5% 10/26 Q aQ =% Q Q Q
r— £ £ £ £ £ £
Financial 508 S S S 8 8 IS
@ @ T 5] @ @
-~ X _x -~ X -~
T T T T T T
Qualitative and Financial Blend s s s s s s
Percent of Total Score 94.34%
Total Score 707

*Sample, deidentified data
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Second
round
results

» Estimated savings by
PBM

» Review improvement
from first round

SELLER AGREES
TO CONTRACT

TERMS

SELLERS SUBMIT
BIDS

BUYER
COMPARE
ROUND 1 BIDS

SELLERS
IMPROVE BASED
ON BLINDED

BUYER
COMPARE
ROUND 2 BIDS

BUYER AWARDS
CONTRACT

RESULTS

| FINANCIAL SUMMARY: 3 YEAR
Current Contract Market Comp #3 Bid #14806 Market Comp #2 Bid #14805 Market Comp #1 8id #14804
Status Submitted Submitted Submitted
Ingredient Cost $24,950,012 $22,499,738 $23,817,876 $22,587,237
Dispensing Fee $161,734 $106,033 $148,098 $118,019
[ Drug Spend $25,111,746 $22,605,771 $23,965,974 $22,705,256
Admin Fees $2,700,000 $0 $0 $0
Admin Credits $0 $0 $0 $0
Rebates ($7,781,327) ($6,933,001) ($5,870,187) ($6,715,891)
Other Financial Considerations $0 $0 $0 $0
Projected Bid Cost $20,030,419 $15,672,769 $18,095,788 $15,989,365
Proj. Current Plan Cost N/A $20,030,419 $20,030,419 $20,030,419
Total Savings $ N/A $4,357,649 $1,934,631 $4,041,053
Total Savings % N/A 21.76% 9.66% 20.17%
Implementation Allowance $0 $0 $60,000 $0
Performance Guarantees Risk $0 $0 $8 $0

*Sample, deidentified data



SELLERS
SELLER AGREES BUYER BUYER BUYER AWARDS

TO CONTRACT SELLERBSIDS;JBMIT COMPARE IM(;S%\(IEN%:;ED COMPARE CONTRACT
TERMS ROUND 1 BIDS RESULTS ROUND 2 BIDS

Contract
awarded

> Bidder award Hello:

WINNER
Please note that there is a new pending item posted regarding RFP #3042 for

Sample State that requires your response by 11/01/2019 11:59 PM.

PBM

New Pending Item:

B

Congratulations!! The Client has awarded their business to Sample PBM and

has requested that Sample PBM provide an executable contract based on the
final offer submitted in the TruBid platform. Please provide your ETA as we would

$8 . 3b) $6 . 69 b appreciate a timely response to communicate to the client. Please provide

contact information for your Implementation Manager, as well as for your Billing

1 6 b Contact (name, address and e-mail). Thank you for your continued assistance.
$ " Please submit your responses through the portal here. Responses via e-mail will
H not be considered.
Savings |
Thank you for your cooperation.

*Sample, deidentified data
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PBM reverse auction
process: Bid results 2017

Buyer

Request Compare Compare

for bids round 1 bids round 2 bids

$8.3b  $8.3b

$8.3b $7.43b $7.37b Review of

6.8 round 1
results and
feedback is
provided to

sellers

Seller PBM PBM | PBM PBM PBM PBM PBM PBM
A B c A c B c

Round 1 Sellers see competitive Round 2
Sellers submit 1st comparison Sellers submit 2nd

$6.73b  $6.69b  $6.78b

round of bids ‘sharpen their pencils’ round of bids

WINNER

$8.30) $6.69b

Vi
$ 1.6b
Savings

13



Beyond the RFP:

Ensuring ongoing PBM accountability

and contract oversight

The state employs
continual contract
performance
monitoring for PBM
accountability

Executive Summary

Total Utilizers Total Rx's Total Spend
22,225 134,747 $22,462,938
Specialty Spend Mail Utilization Generic Dispensing Rate
43.14% 2.61% 86.70%
Rx Utlization Dashboard Rx Spend Dashboard Non-Specialy Financi =
Pricing Guarantse Dashboard Pricing Variance Dashboard Program Design Dashboard Member Share Dashboard
Pricing Variance Dashboard
Variance Amount by Error Type Variance Amount by Claim Type Total Variance
o, s
$1,724
 Disponsing Fee Emor o
[T
Error Type Error Category
= e St a1 1 s R ey i
it P " Vaoss| | 3 et ot ) w s
Ut S s 00| | 4 ot S Som Grein w0 £ o
e s s s | 7y 2o s
Top Brand Variances Top Generic Variances Top Specialty Variances

He
§
e

Gaims

2010 Mapbox & OpsaSesttsp

Top Brands Dispensed

SYNTHROD
VYVANSE

NUVARING
TRESIBA FLEXTOUGH

Retai Ganeric:
Retal Brand
Retai Single Source Generics

a 51
s
3

pous
M Singe Souros Genarics
12 Mal Ganeri Non-Mac
3_DWR

.
2510

Utilization Dashboard
Claims by State

£

Hawaii

I | ATORVASTATIN CALGIOM
[ mwoem
— usinoPR
I LEVOTHYROXINE SODIUM
1 AMLODIPIE BESY!
1 MPHETAMINEIDEXTROAMPHETA
1 AzrTHROM
I SERTRALA
— HYDROCODONEACETAMINOPHEN
| MONTELLIAST SODIUM
R
Gount
Utilization
Clsima Gross Amaunt. Member Paid Am. Plan paic
108481 s2.405.9068 sear. 121 1575
-, sarssses SiTradss sTonsn
7525 stzas09 455075 4
200 stos ez s28607 s19008
180 susdst 0015 seet
s 3,540,684 s67a. 180 2715
o s6.19583 soa9317 §5.190266
50 007
[ S22 75 530080
) 5463 33413 s1zs
e 5221 12005 so707
® 1083 si.180 stz
2z sion ] sss

dgh Bood Antidspre. | Antiiots Painfinfs. High Bood Disbetes. ASaiC. | Contrace. | Seizue | Thyoid
ressurel Cholester. o

Top Specialty Dispensed
FORAPEN

TROVADA

ThcRoLMS

WCOPHENOLATE NOFETIL

TRuvEQ

ENBREL SUREGLICK.
GenvovA

Joorders| Agerds

*Sample, deidentified data



Ongoing PBM accountability and oversight sample results

Topical
Dermatologic
2020
$346,000

Limits on

Prenatal Vitamin Lost/Stolen Meds

2019

$1.1 Million 2019

$12.5 Million

2018 2020 $86.9 Million

Additional identified
savings potential

2019

Specialty

30/90-day Supply Rx/OTC Exclusions Probiotic
2018 2019 2020
$42 Million $12.6 Million $960,000

Custom Specialty “Ilnlj:(l;::li:?o?;d DAW Override Criteria Additional Injectable
Drug List 2018 2019 Exczlggz)ons
2018 il 1 Million
$2.2 Million ’ $1.2 Million

$1.5 Million
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Court
ordered

rebid

€eny, meeny, miny,
Mo...

CARIO CK

=

Search ID3s %
With all three suppliers evenly motched on price,
Puolity and technical expertise, morK resorts 1o his
loest remaining selection +tool.
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PBM reverse auction
process: Bid results 2019

Buyer
Request for Compare Compare
bids round 1 bids round 2 bids

Review of
round 1
results and
feedback is
provided to
sellers

Seller pem § PBM | PBM PBM | PBM
A B c B c

Sellers see

Round 1

o Round 2
tit
Sellers submit 1st e o st e Sellers submit 2¢

comparison ‘Sharpen

Review of

round 2
results an

d

feedback is
provided to

sellers

Compare
round 3 bids

PBM PBM
B (3

Round 3

Sellers submit 3

round of bids

WINNER

$6.1b=» $5.7b

($

480m
avings
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I Accrued savings over the life of the PBM contract

$3,500,000,000

I $3.057 Billion
> $1.602 Billion 2017 RFP 2 000,000,000 $2.813 Billion

> $403 Million 2018 $2.654 Billion
Incremental Savings

» $567 Million 2019

Incremental Savings $2,000,000,000 $1.875 Billion
> $485 Million 2019 RFP
$1,500,000,000
> $3.057 Billion Total
Savings »1,000,000,000 " ¢776 Million
$500,000,000 l
$0

2018 2019 2020 2021 2022

$2,500,000,000

B 2017 RFP  m 2018 Actual Savings 2019 Actual Savings 2019 RFP
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Cutting Costs
Without Cutting Benefits

truveris.com/SONJ




Q&A

O

Please type your questions into
the chat box.




Thank you!
O

Your opinion is important to us. After the webinar ends,

you will be redirected to a web page containing a short

survey. Your answers to the survey will help us as we
plan future NASHP webinars.

This webinar is supported by Arnold Ventures.




