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Executive Summary

Background

The Oregon Prescription Drug Affordability Bo@dard)was established in 202Wvith the goal of
protecting Oregonians from high prescription drug costs. The Board's mandate includes annually
identifying and reviewing nine drugand at least one insulin produghat may present affordability
challenges. In June 202B¢ Boardwas also taskedith developing a plan to establish upper payment
limits (UPK). To support this initiative, thBoardcontractedwith Myers and Stauffer Lyers and
Stauffer)to conduct constituenbutreach2 y G KS . 2 TheRuWPpbse of $his butrecas to
capturethe perspectives of constituents throughout the pharmaceutical supply degjarding a UPL,
rather than push a particular model or approach.

Approach

Sven onstituent groupsvere identifiedfor targeted outreach340B Covered Entities (CES), carriers,
hospitals, patient advocacy groups, pharmaceutical manufacturers, pharmacy benefit managers (PBMs),
and retail pharmaciedMyers and Stauffethen developed and administereah informal survey and

facilitated two, one-hour virtual focus group meetings per constituent group, to identify perceptions
regarding strengths, weaknesses, opportunities, and threats associated with a UPL methodology.
Surveysncludal a series of nomandatory Likert scale questions and multiple response questions, as
well as freetext questions to allow recipients to provide more detailed information on approaches,
recommendations, or concernsocus group questions were organized arotomics including the

impact of drug affordability, impact of a UPL, UPL methodologies, desired state of drug affordability, and
recommendations or other strategie®/hile interrelated with the concept of a UPL, the focus of Myers
FYyR {0 dzFGKS NEXraa 2yd20iNBid2 a2t AOAG FTSSRol Of;how&é,| NRAyY 3
constituents did provide considerable feedback on this topic, which we have incorporated into our
analysis where appropriate.

Synthesis of Feedback Provided

Myers and Stauffer sent 856 surveys (recipients were encouraged to forward to colleagues) and
collected 106 responses.r@viewof quantitative survey data found that the majority of respondents
were concerned with the cost of drugs on their organizations, patients, and/or menibespite overall
concerns regarding drug affordability, perceptions regarding the impact of a UPL were Roked.
example 47%of respondentsexpressed the belief that @PL would have a negative financial impact on
their organizéion, 32%expressed neutral impact, 1&%expressed positiveimpact, and 156% failed

to respond.Similarly 54%o0f respondents expressed the belief that a UPL would create challenges to
patient access, 26 expressed a neutral impact,% expressed a positive impact, and 3% failed to
respond. Finally7%o0f respondents expressed the belief that a UPL would have a neutral impact on
LI GASYGaQ |oAfAle (BB exprésed diegalivk iBipatBIr ¥xpressedpositve2 y 8 = H
impact, and 4%ailed to respond. A analysis of qudative survey data found that more than half of
respondentdid not believea UPL would result inostsavingswith many expressingoncerns regarding
loss of revenue, decreased patient access, and increased patient&osimber of respondents also
expressed concern that implementation of a UPL would result in incresdmdhistrative burden,
infrastructure costs, andperational challenges

In addition to soliciting inputia surveys, Myers and Stauffer sent 675 focus group meeting invitations
(recipients were encouraged to forward to colleagyes)d 140 constituents participated 16
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meetings A reviewof qualitative data found that, across all focus groups, participants were concerned
about drug affordability; however, there was not agreement as to the definition of affordability or how

it should be determined. Similarly, participants were unsure hoastgess the impact of a UPL on drugs
dispensed in Oregon, particularly given the strategy has yet to be implemented in other states. Of those
who did assess the impact, most expressed concerns regarding loss of revenue, decreased patient
access, and increased patient costs. Participants across all focus groups cited delivery system complexity
as a concern, with several explicitly stating a stadsed solution would not likely have a significa

impact on affordabilityandthat geographic considerations regarding how care is delivered could result

in decreased patient access. A number of participants also expressed concerns regarding administrative
burden, stating that adding a UPL to existing complex processes, in areighlgted envionment,

would increase the level of effort required to serve patients, perform routine business operations, and
manage contracts. Lastly, participants found it challenging to discuss UPL methodologies and frequently
requested information regarding how &PU would be developed and implemented. Two key themes
emerged from these discussions, specifically how affordability would be defined and how the Board
would ensure a UPL was enforced.

Summary of Recommendations, Concerns, and/or

Obstacles

Constituent groups were asked in both surveys and focus groups to provide recommendations,

concerns, and/or obstacles for the Board to consider. The most common recommendations focused on
affordability determinations, drug selection for affordability revid?BM reform, and transparency.

{ SOGSNI & O2yaidAriddsSyida |faz2 NBO2YYSYRSR adGNrdS3IAsSa
likely require federal actioiThe most commoroncerns focused on the potential negative impact a

UPL might have on providegvenue, patient access, and supply chain operations; however, the

prevailing concern, expressed across groups, was that constituents did not have enough information to
understand how a drug would be deemed to be unaffordatlieich was not a focus of this outregch

how a UPL would or should be established; and how a UPL would be implemented and enforced
throughout the supply chain. Lastiy,K S Y2 ad O2YY2yfe& OAGSR 2ddlyil Ot S 41
understand how the UPL would be developed, implated, enforced, and updatedefore theycould

commit to supporting a UPMVhile comprehensive listings of recommendations, concerns, and

obstacles are provideih the body of this reportthe table below listshose most frequently citedcross
constituent groupgi.e.,cited bythree or moregroups.

MYERS AND STAUFFER
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Tablel. Recommendations, Concerns, and Obstacles

Constituent GroupRecommendations, Concerns, and Obstacles

3 8o 8
& S S o= .
W o 2 949 55 Ea ES O
. o 9:) =2 'U: O O > tUO ‘U\w
Recommendation ol E 7 <5 g_c_s m f£a £ EQ
>
S O £ 59 52 * z9 =828
5 £3 TE 5§53
o o rco o~

Constituent GroupRecommendations

Focus UPLs on drug classes, rather than individue
drugs, especially those drugs without lower cost
alternatives and those representing Oregonians
highest percentage of spending

Incorporate lessonkarned from other state PDABs
Ayidz2 GKS . 2FNRQa I FF2N Vv \Y} \Y
planning processes

Ensure that the UPL is enforced across the entire
supply chain (i.e., that no one pays more than the
UPL), that there is transparency to the process, ar
that savings pasthrough to patients in the form of
reduced premiums or reduced drug costs is
demonstated

Ensure transparency in affordability reviews and
how UPLs are established (i.e., how the Board arr
at its conclusions); establish a periodic review
process for UPLs to adapt to market changes,
innovation, and economiconditions, ensuring they
remain relevant and effective

Pursue comprehensive PBM reform (i.e., prohibit
clawbacks, spread pricing, mandatory mail order;
permit pharmacy choice, including specialty V vV Vv Y Y Y,
pharmacies, and a shared and comndsfinition of
specialty drugs)

Eliminate the use of rebates in the various levels ¢

vV V \Y \%

. \Y Y, \Y,
the supply chain
Ensure that pharmacies are paid no less than the
UPL and separate the dispensing fee from the cos
the drug;dispensing fees should be adequate to Vv Vv Vv Vv

cover the enhanced clinical services required for
specialty drugs and the cost of drugs and services
pharmacies in general

Constituent GroupConcerns

UPL will impact revenue and limit tlability to

provide cost sharing support and/or provide rron \% \% \% \%
revenue generating services
UPL will result in reimbursement below costs \Y \Y \Y,

MYERS AND STAUFFER www.myersandstauffer.com 1 page 6
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UPL will reduce patient access to medications due
benefit design changes (e.greference for more
highly rebated drugs when there are multiple
therapeutic options)

UPL will result in increased use of alternative fund

programs or encourage manufacturers to withdraw

from the state or to stop selling the drug tine V \% \% \% \%
state; wholesalers may also choose not to sell in ti

state if a UPL reduces revenues

There is not a current mechanism to enforce a UP

throughout the supply chain or to ensure that vV Vv \% \% \%
savings are realized by patients

National scope of health care, including contractin
and length of contract negotiations

Increased administrative burden \% vV Vv \% \%

A need to fully understand how the UPL would be
developedjmplemented, enforced, and updated
before constituent group members could commit t
supporting a UPL; the concerns related to 340B
revenue and adequate pharmacy reimbursement ¢
especially strong

vV VvV \% \% \%

V vV Vv \Y \Y \% \% Vv

Board Considerations

Myers and Stauffer provided a numberarfnsiderations for the Board to evaluate as it moves forward.
These considerations are not exhaustive and, in many cases, would require the Board to work with legal
counsel to understand the implications of certain policies and to identify the appropegét authority
required to implement them (i.e., statutory and/or regulator@pecifically the Board may wish to
consider (1)conductingadditional outreactand collaboration with constituers; (2)assessinghe risk

that a UPL would compromise patient access and that savings would not be realized by patients, and
developng corresponding mitigation strategies; (@3sessingvhether and to what extent protections
could be established that ensure any kiféinerated cost savings are not the result of reductions in
payment to providers; (4porking with constituents to assessirrently available data and identify
opportunities for enhancement, includirestablishingconfidentialty protections for constituents willing

to share private data; (5) directly engaging pharmacy providers and other impacted entities to better
understand the financial and administrative impact of system and staffing changes, and assess
opportunities to make a UPL immediately applicable to curcemtracts; and (6assessinghe

feasibility of implementing alternative and/or complementary solutions to improve drug affordability.
Each of these recommendations is outlined in greater detdhe body of this report.

MYERS AND STAUFFER www.myersandstauffer.com 1 page 7
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Background

The Oregon Prescription Drug Affordability Board was established in 2021 through Senate Bill 844. The
purpose of the Board is to protect residents of Oregon, state and local governments, commercial health

plans, health care providers, pharmacies license@tiegon, and other stakeholders within the health

care system from the high costs of prescription drugs. The Board is responsible for annually identifying

and reviewing nine drugs and at least one insulin product that may create affordability challenges f

the healthcare systems or high eaf-pocket costs for patients in Oregadmn. June 2023, the Oregon

Legislature passed Senate Bill 192, which tasked the Board with developing a plan to egtabdsh

RNHWzZa a2fR Ay GKS {GFrdS GKIFG FNB &adzeSOod G2 GKS
plan to the interim committees of the Legislative Assembly related to health in fall 2024. In December

2023, theBoard acting throughthe Department of Consumer and Business Services, Division of

Financial Regulation, contracted with Myers and Stauffer-200000028053) to provide prescription

drug consulting and outreach services relatediti S . SehateRIC1S2obligations As part of these

services, Myers and Stauffisrresponsible foccapturing theperspectives of constituents throughout the
pharmaceutical supply chamregarding a UPL, andeating a reporthat includesa table of

recommendations, concerns, and obstacles identified, and an execstimmaryWhile interrelated
withthecorOSLIG 2F | !t[ X GKS F20dza 2F ae@SNa |FyR {{I dF¥T
NEIINRAYy3I GKS . 2FNRQa FFTFF2NRIoOAfAGeE NBGASsaAaT K248
this topic, which we have incorporated into our analysis whererapate. In addition, the Board also

hosted inperson and online community forums across Oregon to specifically engage consumers
NBIFNRAY3I (GKS KAIK 028G 2F LINBaONALIiAzYy RNMzZa | YR

1 CONSUMERUTREACREPOR]IPRESCRIPTIMRUGAFFORDABILIBOARD(June 17, 2024pvailable at
https://dfr.oregon.gov/pdab/Documents/reports/PDABonsumeiReport2024.pdf.

MYERS AND STAUFFER www.myersandstauffer.com 1 page 8
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Approach

Gonstituent engagement is a critical component in health systems research, one that can assist in
reducing the gap between research and practice. Winlestituentengagement activitieypically

occur during the problem identification and goal setting phasesraa initiative,participation inthe
planningand implementation phasemay strengthen constituent capacity and produce unique insights
Given the complexity of the subject matter associated wlighrelopment of a UPL plathe unique
experiences otonstituents and the potential for unintended consequences associated with a UPL,
Myers and Stauffer leveragdhe followingapproachto solicitconstituent input

Constituent Identification

Svengroups werdormedto capture perspectives of constituents throughout the pharmaceutical

supply chainCEs, carriers, hospitals, patient advocacy groups, pharmaceutical manufacturers, pharmacy
benefit manager¢PBMS, and retail pharmaciesThe tablebelow provides a brief description of each
identified constituent group

Table2. ConstitueniGroups

Constituent Groups

Constituent Group Description

340B CBs This constituent group was intended to capture the perspective of organizations
participating in the federal 340B Drug Pricing Program, and their affil@tedciations
TheProgram requires pharmaceutical manufacturers participating in Medicaid to sell
outpatient drugs at discounted prices tmganiations thatprovide care founinsured

and lowincome patients (i.e., statutorily defined CEEhe Prograns designedo allow
CEs to stretch limited federal resources to reduce the price of outpatient phegaticals
for patients and expand health services to the patients and communities they serve.
Carriers This constituent group was intended to capture the perspective of insurance carriers
licensed in Oregon through the Division of Financial Regulation. The Division is
responsible for protecting consumers and regulating insurance, depository institution
trust companies, securities, and consumer financial products and services. This grot
included carriers providing services for both commercial and govermsonsored
health plans.

Hospitals This constituent group was intended to capture herspective of hospitals and health
systemsprovidingservices throughout Oregon. The group included Hatkpital
leadership and pharmacy representatives to provide input regarding inpatient and
outpatient pharmacy services.

Patient Advocacy @ This constituent group was intended to capture the perspective of both state and nat
Groups advocacy organizations representing specific diseases or populations. These groups
patients, their families, and their caregivers in navigating the health £gstem, working
to ensure patients receive appropriate and timely care, education, and financial
assistance, when needed.

2 Pharmaceutical manufacturers and related entities, pharmacy benefit managers, and patient advocacy
constituentgroups wereaddedthrougha subsequent contract amendment in May 2024.

8 Statutorily defined CEs include various provider types such as Federal Qualified Health Centers (FQHCs) and
OSNIiIAYy K2aLAGlIfakKSFHfGiK aeaidsSvya o0Sda3ds S5AALINRPLIEZ2NIAZ2YI
were often represented in otheronstituent groups (e.g., Hospitals and pharmacies).

MYERS AND STAUFFER www.myersandstauffer.com 1 page 9
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Constituent Groups

Constituent Group Description
Pharmaceutical This constituent group was intended to capture the perspective of drug manufacturet
Manufacturers andrepresentatives from professional organizations representing manufacturers. In

addition to the research, development, manufacturing and distribution of innovator di
products, these companies have direct impacts on drug affordability issues through ¢
and net pricing approacheas well as through implementation of patieand copay
assistance programs.

PBMs This constituent group was intended to capture the perspective of PBMs and affiliate
advocacy organizationsBRsare responsible for managing drug benefits on behalf of
health insurers, governmergponsored benefit plans, large employers, and other paye
and use various approaches to achieve cost savings fghgtes and volume discounts
either fully or partially passed back to plan sponsatgization management tools;
leveraging of large networks of pharmacies for advantageous pricing, etc.)

Retail Pharmacies | This constituent group was intended to capture the perspective of pharmacies dispel
drugs to Oregoians Although, aiginally established as a single groitpyas determined
to create subgroups, one for independent pharmacies and one grocery/chain
pharmacies, following dissemiriah of the presession survey#As such, survey results d
not differentiate between pharmacy types. In addition, following the first focus group
meeting for each of these su@iroups entities that support pharmacy providersttvdrug
purchasingwvere also includedThe independent pharmacy provider sigjsoup group was
expanded to include group purchasing organizations (GPOs) and pharmacy services
administrative organizations (PSAQOs), and the grocery/chain pharmacy provider sub
group was expanded to include drug whakess?

Mechanisms for Engagement

Once the above structure was finalizétdwas determined thaMyers and Stauffer wouldevelopand
administeran informal surveyandfacilitate two, onehour virtual focus group meetings per constituent
group, to identify perceptions regarding strengths, weaknesses, opportunities, and threats associated
with a UPL methodologyeach of these mechanisms are described in detail below.

Pre-Session SurveyP

Myers and Stauffer leveraged Qualtrics, a claegloyed survey platform that providesstribution,

tracking,and response analyticEmailsvere sentto targetedconstituentsthat included a link to the

survey,a narrative introduction, as well @ attachedR 2 OdzYy Sy i RSaAONARO6GAY3I GKS . 21
rationale for engaging constituentandan overview of the UPL concegéscribinghow it was intended

to represent the maximum amount to be paid for a prescription drug throughout the supply dreen.

adzNSe t SOSNIX ISR oNIYyOKAY3A 2NJ daiALlpiensBdsdédon G2 ONB
their respective constituengroup. In addition, ecipients were encouraged to forward the email if they

were not the most appropriate person to resparichesurveys were not intended to collect data in a

manner that would allow for complex statistical analysis.

4 Group purchasing organizations represent groups of drug purchasers, antiategm behalf their clients
for either upfront, on-invoice discounts or baeénd rebates. Similar to a GPO, PSAOs negotiate purchasing on
behalf of independent pharmacies, but also support drug price negotiationspiihmacy benefit managerand
provide a variety of administrative servicés.addition, the grocery/chain pharmacy provider sgitoup was
expanded to include drug wholesalers. Wholesafmgrchase drugs directly from manufacturers, then resell either
direct to providerpurchasers, or resell to smaller, regional distributors for regional or local distribution

5 A sample survey is included AppendixA.

MYERS AND STAUFFER
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Each survey included four mandatory questions designed to collect respondent demographic

information. In addition, each survey included a seriea@f-mandatory Likert scale questions and

multiple response questions designed to measure respongerdpectivegoward particular questions

or statementsas well aseven freetext questions to allow recipients to provide more detailed

information on approaches, recommendations, or concerns. Some multiple choice aréxtee

NEBalLRyaS ljdzSatAazya AyOfdzZRSR aAF LW AOIofSe 2N ay

Surveys were initiated April 24, 2024, and closed June 30, 2824reviously described, survey

responses were intended to inform and support focus group discussions; therefore, data was analyzed
throughout the outreach process. While performing this analysiglidresponses were excluded from
review. For examplethere were a number ofespondentsvho submitted multiple identical responses.

In these instances, only one response was revieBadilarly, there were a number aéspondentsvho

did not ansver questions beyond the initial mandatory questiarsvho answered some, but not all,
non-mandatory questiondn both ofthese instances only completed questions were revieviestly,
responses¢o non-mandatory questionshat did not contain valid data (e.g., Lorem ipsum or clearly

dzy NBaLlRyaArdsS &6 EdS MRIZOKE O tadzREBETUNBY NBJASG o

Focus Group Meetings ©

Myers and Stauffer conducted two focus group meetings for each constituent group throughout May,

June, and July 2024. All meetings were recorded, though attendees were given the option to request

that the recording be paused at any time. Further, attendeese informed that meetings were

designed to solicit feedback, and facilitators indicated that any questions should be directed to the

.2FNR dzaAy3 Iy SYIFAf |RRNBaa dKFd ¢l a LINRPDARSR 2N
Myers and Stauffr subject matter experts, who were supported by scribes and logistics coordinators.

CHrOAtAGEFO2NR 06S3Fy SIOK YSSGAYy3a gA0GK I ONRST LINBa
for engaging constituents, as well as an overview of the UPL concept and how it was intended to

represent the maximum amount to be paid for a prescaptdrug throughout the supply chain.

Presentation materiadwere generally consistent across focus groups, with minor adaptations to address

the specific context of each groupollowing the presentation, facilitators asked attendees a series of
pre-scripted questions designed to solicit their perspectives on the use of UPLs and to gather
recommendations for improving drug affordability for Oregonians. Questions, while tailored to each
constituent group, were generally organized around the following topics:

A Impact of Drug Affordabilitp S @3 ®3> ¢KI § R2Sa 4l FTT2NRIGAtAGEE Y
the costs of drugs impact your organization and/or your stakeholders)

A Impactofal! t [ 6S®IdE HKEG AYLIOG é2dA R I 't[ KIF@S 2
impact would a UPL have on your operations, what impact would a UPL have on patient access)

A UPL Methodologie&.g., what data or other factors should the Board consider when calculating
a UPL, how should transparency be demonstrated when calculating a UPL)

6 A sample reting agendalJPL overviewpresentation,script,and list of questions are included as
Appendice8¢ F
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A Desired State of Drug Affordabilitg.g., how should a UPL program be evaluated)

A Recommendations and Other Strategies., what recommendations do you have regarding a
UPL, what other nolJPL strategies should the Board consider to address drug affordability)

MYERS AND STAUFFER www.myersandstauffer.com 1 page 12
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Synthesis of Feedback

Leveraging thepproachdescribed above, Myers and Stauffer collected and analyzed survey responses,
along with detailed focus groupotes, to produce hightlevelsynthesis of constituent group feedback.
Thediscussion below is presentdy engagement mechanisivhere appropriatequalitative data

from surveys and focus groupse organizedaround key themes includirtge impact of drug

affordability, the impact of a UPL, implementation of a UPL, UPL methodology, and the desired state of
drug affordability’ Per contractual requirements, constituent recommendations, concerns, and
obstacles are presented as Tables in the Section that follBwsmary reports were developed

following each focus group session to provide 1t#ak insight regarding feedback received. These

reports are provided as supplements to this reporippendixG.

Survey Analysis: Quantitative Data

Myers and Stauffereviewed quantitative data collected through nomandatory Likert scale questions
and multiple response questiofiis constituent group survey$Survey response dateere exported

from Qualtrican a Microsoft Excefile formatfor analysisAs noted abovenwalid responses were
excluded from reviewA total of 856 surveysvere sentapproximately 23 weeks in advance dfe first
session for each constituent grouBecipients were encouraged to forward the survey to colleagues.
total of 106 responsewere received

Table3. Survey Participation

Survey Participation

Constituent Group Surveys Sent Responses Receive
340BCEs 34 20
GPOs 4 0
Hospitals 51 17
Insurers/Carriers 53 6
Patient Advocacy Organizations 60 11
Pharmaceutical Manufacturers 56 7
Pharmacies (Independent, Grocery, and Cha 429 39
Pharmacy BenefiManagers 159 5
PSAOs 6 1
Wholesalers 4 0
Total 856 106

Survey esponses were reviewed at a high level, focusing on response frequency, and were not weighted
or analyzed for statistical significandene following represent keyoints of feedback

A Fifty of 106surveyresponsegontained answers to every nomandatory questionEifty-six
survey responses did not contain answers to everynmamdatory question.

 Free text survey questions did not solicit feedback regarding impact of drug affordability nor the desired
state of drug affordability.
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A Of the groups that received tlpiestion(all constituentgroups excluding manufacturgr81 of
99responsendicatedthey were very concerned about the impact of the cost of drugs on their
organization Eleven responsesdicated they were somewhat concerndéicreeresponses
indicated theywere not concerned, and fotgsponses were blank.

A Seventynineof 106responses indicated that they were very concerned about the impact of the
cost of drugs on their patients or membe8gventeen responses indicated they were somewhat
concerned, three responses indicated they were not concerned, and seven responses were blank.

/A Fifty of 106 responsesindicated ! t [ ¢2dzZ R KIS | yS3FiA@dS AYLI O
spending and budgetary conceriiirty-four responses indicated a neutral impati,
responsesndicated a positive impact, aridl responses were blank.

A Fifty-seven of 106 responses indicatet!PL wouldreate challenges to patient access to
medications. Twentyhree responses indicated a neutral impact, 22 responses indicated a
positive impact, and four responses were blank.

/A Fifty of 106 responsesindicated ! t [ @2 dzZ R KI @S | ySdziNI}f AYLI O
their medicationsTwenty-eight responses indicated a negative impaétresponses indicated a
positiveimpact,andfour responses were blank.

A Eighteen of 20 responses indicated the implementation of a UPL would have a negative impact
on their organizatio® 340B program. Two responses indicated a neutral impact.

A Eleven of 1hospitalresponses indicateal UPlwould have a negative impact dineir drug
procurement and supply chain managemékite resposes indicated a neutral impaeind one
response indicated a positive impact.

A Eight of 17hospitalresponses indicated a UPL would have no impath@nchargemaster (i.e.,
comprehensive listing of items billable to a patient &Ja G A Sy & Q& KSlederi K LJX | y0o L
responses indicated prices would decreasel two responses indicated prices would increase.

A Nineteen of 3®harmacyresponses indicated a UPL would have a negative impact on their
revenue and financial viability. Fifteen responses indicated a neutral impact, and five responses
indicated a positive impact.

A Three of five?PBMresponses indicated a UPL would have a neutral impact on their revenue and
financial viability. Two responses indicated a negative impact.
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Survey Analysis: Qualitative Data

Myers and Stauffealsoreviewed qualitative data collected through fréext responses in constituent

group surveysAgain,survey response data were exported from Qualtrics in a Microsoft Excel file

format, and nvalid responses were excluded from reviélle leveraged a systematic, multep

process to ensure thoroughness and reliability of aoalysis First, multiplesubject matter experts
(SMEsjeviewed responses to identify key themes present in the responses. Once themes were
identified, an initid reviewer examined and categorized all responses into one or more of the identified
themes. To ensure accuracy and consistency, a second SME independently reviewed each response to
ensure assigned themes were appropriate and to mitigate potential ernobsases that may have

existed during the initial review.

Impact of Upper Payment Limit

Respondents were asked two questions about the potential impact of a UPL. First, they were asked
whether a UPL wouldreate meaningful cost savings throughout the supply chain. In total, 85 responses
to this question were received from pharmacies, patient advocacy groups, hospitals, and pharmaceutical
manufacturers. Responses generally failed to answer the specificignesked, and instead

referenced revenue, access, and patient cost concerns; however, 14 respondents specifically stated that
the believed a UPL would not create meaningful savings. Second, respondents were asked how they
would use savings generated frarlJPL. In total, 87 responses to this question were received across all
constituent groups. Again, responses generally failed to answer the specific question asked, instead
referencing revenue concerns; however, approximately 40% specifically statedhéydielieved a UPL

would not result in saving®lote, pharmaciesCEsand hospitalsvere more likely to make this

statement.

Severatespondentexpressed the belighat a UPL would negatively affggharmacy revenue and that

a UPL plan must ensufair and equitablengredientreimbursement as well agn adequate

professional fee or dispensing fe& least one CEnd two manufacturer respondenexpressed

concernthat a UPL woulaegatively affec840B revenue, therebymiting CEsability to provide costly
non-reimbursable service§ew respondents that indicated a UPL would improve revenue; however,
those who did suggestetiat savings would be used to increase drug stock, make facility improvements,
increase staffing, and/or expand neeimbursable service offerings.

Multiple respondents expressed concern that a UPL would limit access to medicatimnsost
commonlycited causes were manufacturer withdrawal from t@regonmarket, changes in benefit
designas payers or PBMs shift formularies to AGRL productsandpotential exacerbation of
pharmacy closures due to revenue loss.

At least a dozerespondentsacross all constituent groupexpressed the belighat a UPlwould have

no impact on patientosts however,an almost equal numbendicatedthat a UPL could result oost

savings if |mpIemented with approprlate protecﬂorﬁegardmg the latter, several respondents
a4dZa3SadSR GKS . 21 NR & LJ & &rs énsuMBanzh& équithbte fngreédien@ A y 34 G 2
reimbursementfor providers, andevy penalties against manufacturers who refuse to sell products at or

below theUPLIn addition,one respondennoted that a UPkouldbe particularly helpful tgatients on

a fixedincome as it would likely result in more predictablateof-pocket expenses.
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Implementation of Upper Payment Limit

Pricing changes to several products (e.g., insulin) in recent years suggest considerable flexibility in the
supply chain. As suctespondents were askeabout implementation of a UPL, specificalliiether

they anticipatedadministrative burdens or operational challenges aifiges, what could be done to
mitigate thosechallengesin total, 86 responses were received across all constituent groups.
Respondents expressedvariety ofconcerrslargely related to complexity of the supply chain
infrastructure and contracting however at least onealso noted that a UPL could increagsevider

burden if patientsneed to change therapiedue to product availabilityformulary changesor increased
utilizationmanagement.

Regardingomplexity of the supply chainone respondenexpressed the belighat a single UPL would
not account forthe differencesbetween the types of pharmacies dispensingdications (i.e.,
independent ersuschain), which often have different operating caséother respondent noted that
somepharmacies have locations in multiple states], similarly that many pharmacieleverage
wholesalers with operations in multiple statess a resultthe respondent was concerned that
pharmaciesnayneed to maintain separate stocks for UPL and-biétL productand thatsmaller
wholesalers might have difficulty supplying dsuig Oregon

Numerous respondentexpressed concerns regarding infrastructure sositingthat systemupgrades
would be required to support aew basis for pricingRespondents further indicatatiere would be
increased administrative burden associated with maintaining multiple pricing lists an@neng

structures within those systems. There wasoan associated concern thatUPLlwould require

increased staffingp ensure that wholesalers or manufacturers were providing the appropriate UPL cost
of goodsand thatclaimswere reimbursed appropriately. Lastly, several respondents citedracting
concerns regardingcreased administrative burden associated witanagingnedication quotagput in
placeby manufacturers or wholesalgnmaintainingmultiple supplier contracts for UPL and RoiPL
products and aligning contract terms with UPL implementation schedules.

Upper Payment Limit Methodologies

Respondents were askethat specific factors te Board should considerhendeveloping a UPL
methodology.In total, 71 responses were received across all constituent growsle the majority of
respondents continued to express concerns regarding transparency, ensuring adequate reimbursement,
andmaintaining accesseveral specifically suggested that the Board ensure it had a thorough
understanding of the drug supply chain before establishing a UPL method8peggifically,
respondents noted that the Bod should carefully account for the flow of revenue through the supply
chain consider the possibility that manufacturers would increase costs orUTIn affected drugs to
make up for any UPilelated lossesand evaluate the potential for lost pharmacy revenue should
reimbursement not cover costs or sholBMs implemenadditional fees or clawbacks response to a
UPL
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Focus Group Analysis

As previously describeti)yers and Stauffer conducted two engagement sessions for each constituent
group throughout May, June, and July 2024. A tot@&Finvitations were sentand recipients were
encouraged to forward the invitation to colleaguésbreakdown oattendance by constituent group,
including unique organizations represented, is providethntablebelow.

Table4. Meeting Participation

Meeting Participation

Constituent Group Date Participants  Unique Organizations
Carriers May 16, 2024 9 5
Retail Pharmacies (Independent Only) May 16, 2024 8 7
Hospitals May 20, 2024 11 5
340B Covered Entities (CEs) May 22, 2024 20 14
Carriers May 29, 2024 7 5
Retail Pharmacies (Grocery/Chain Only) May 29, 2024 4 3
Hospitals May 30, 2024 7 5
340B Covered Entities (CEs) May 30, 2024 17 14
Retail Pharmacieg§Grocery/Chain and Wholesalers) June 5, 2024 2 2
Retail Pharmacies (Independent, GPOs, and PSAO June 12, 2024 4 4
Pharmaceutical Manufacturers July 1, 2024 18 11
Patient Advocacy Groups July 1, 2024 7 7
PBMs July 2, 2024 0 0
Pharmaceutical Manufacturers July 10, 2024 15 10
Patient Advocacy Groups July 11, 2024 7 7
PBMs July 16, 2024 4 4

Interaction during each of the above meetings varied. For example, sweaéingswere highly

interactive with participants freely engaging one another and facilitators, offering to provide additional
information, as well as asking questions andiwaiking recommendations. During othereetings,

K26SOSNE LI NUAOALIYyGa ¢SNBE arAfSyd | yRWRAR y20 NBa
follows are higHevelareas of feedbackom discussions.

Impact of Drug Affordability

The impact of drug affordability on participants and their stakeholders was cited as a concern

throughout all constituent group meetings, but generated considerably less feedback than other topics,

such as the impact or implementation of a UPL. Generaditicipants agreed that certain drugs created
affordability challenges for many consumers; however, there was not an agreement as to the definition

of affordability or how it should be determined. Specific challenges included high insurance premiums

due to corresponding higleost drugs, high epayments, and benefit designs that required the use of

branded drugs. With respect to quayments, ongarticipantrepresenting an FQHEG a CE session
ddz33SaiGSR GKFG FTFF2NRIOATAGE F2NJ OKSANI LI GASyda ¢
SELISNASYOSz: aiKS Cvl/ Q& LI GASY(d LR LK INmA ogl & SE

8 There was no feedback provided during Jultarieeting with grocery/chain pharmacies, and little feedback
provided during the May 29meeting with carriers. Furthewhile sixparticipants registered for the July2PBM
meeting, none attended.
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While manufacturer participants did not provide specific feedback on the impact of affordability on
consumers, they did highlight their collective efforts to address these challenges. For example, one
manufacturer participat noted that the industry collectivelgffers over 900 patient assistance
programs(PAPSs) designed to proviftee or lowcost drugs to lowincome consumers who do not
gualify forgovernmentsponsored health care programs such as Medicare or Mediaaitl costsharing
assistance prograndgesigned to provide financial support for consumer deductiblegpayonents and
co-insurance to those with private healthsurance. In addition, anothenanufacturerparticipant cited
price concessions provided through various progséeng., 340B)as well axontractual rebates and
discounts offered tansurersand PBMsas evidence of their efforts to improve drug affordabilityhen
askedif theseamounts could beuantified manufacturer participantsited contractial confidentiality
requirements, yéstated thaton averageebates accountfor cost savings approximately50% for
branded products and as much as 80% on hig¢thated products.

Impact of Upper Payment Limit

Across all focus groups, participafmsquentlyindicatedthat drug affordabilitywasa concernthough

they were unsure how tassess thé@npact of a UPL on drugs dispensed in Oregartjcularlygiven

the strategy remaingheoretical(i.e., no state has implemented and consequerereunknown). Many

also statedhat it was challenging to respond focus groupuestions withoutunderstandinghow a

UPLwould be developear implemented in OregorOf those who directly addressed the impact of UPL,
many &pressed concerns regarding loss of revenue and decreased access to much needed drugs. These
concerns are further detailed below.

Though a distinatonstituentgroup,340B CEalso attended othegroupmeetings(e.g., hospitahnd
retail pharmacy). Mny spoke at lengtduring these meetingabout the use 0840B program savinge
enhance their missiongnd expressed concerns that a UPL wdwdde a negative impact on their
communities For example CEparticipants indicated that 340B savings were usedupportcritical
providers andservices that wuld otherwise not be available including, but not limited ¢bnical
pharmacistsreduced cepays,mobile clinics, community health workers, behavioral hegltbviders
nutritionists, and food pantriesall ofwhich are generally noehillablegreimbursable Further, CE
participantsnoted that the loss of revenue woulequire additional state investments to support
continued operationsFindly, CEparticipants expressed concerns th@gndingchanges to the Medicare
program specificallimplementation ofthe Medicare Drug Price Negotiation Programould intersect
with state UPLsand/or further erode 340B program savinys.

A number of CRarticipantsalsospoke at length about the differences betwekospital CE§.e.,

OKAf RNByQaz ONARGAOFf | O0Saasx Rraldelaianipshld A 2y (S
community)and norhospital entite 2§ KSNBAAS (y2¢y feddrallgqualiied 3 NI
health centers, Ryan White HIV/AIDS progsaamd five types of specialized cliniddnlike most

hospital CEs340B granteesra not required to meet a threshold of underserved patients, rather they
qualify for the program based on their status as federal grasmtadditionally, 340B grantees are
statutorily required to redirecprogram savings into programs and services for patients, whereas

\m(

K I
S

y~.. S

c

9 Thelnflation Reduction Agbermits Medicare to negotiate thprice ofcertain highexpenditure, single
source drugs covered undétart B or Part DFor manufacturers of selected drugs, CMS will establish maximum fair
price (MFP)taking into account a variety of factors including the value of the medication and the avigilabil
therapeutic alternativesinflation Reduction Act of 2022 (P.L. 1169)
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hospital CEs are ndRarticipant CEs indicated that, givitiis distinction between CEs, a UPL could have
a disproportionate impact 0840B grantes.

Additionally, severakonstituent groups includin@E, independentnon-340Bpharmades, and patient
advocacy groupexpressed concegthat a UPL could have a negative impact on their revenue should
PBMs and payers not be required to reimburse providargnimally,at the UPLrate. This is of particular
concern forpharmacies reimbursedutside of the Medicaid fe#or-service programastheseamounts

are highly dependent on contractual ternestablished between providers amBMs. These contracts
may be regotiated independently gras is commorfior independent pharmacies, through PSAOs
Further, eimbursement is typically based upon a price for ¢heg, generallya discountfrom published
prices such as wholesale acquisition cost (WAC), average wholesale priceqAWAXmum allowable
cost (MAC), plus a dispensing f@eescriptions covered by insurance also include a-sloating

amount, often in the form of a epayment.

Several parmacy, carrier, CE, PBM, and manufacturer participaxpsessed concerregardinga UPL,
particularly if applied to a singlagentdrugin a class with multiple competitarSpecifically,
participants suggested that thgould resultin a shiftof utilizationto a nonUPL drug, thereby
neutralizinganysavings andreating challenges for patient access to certain damgd/or established
therapy optionsFor example, multiple biologic agerftsg.,HumiraR) EnbreR) Orenci&® and Cimzi&®)
are approved for use in rheumatoid arthriti Participantsvere concernedhat a UPL on one of these
drugs could prompt plan administrators to requtteat patientsswitch to a noAUPL agentbr that the
drug with the UPL would become unavailable to them as a treatment option.

Similarly, a number ofgdient advocacyorganizationparticipantsreferenced the rise in alternative
funding programgAFP} which are marketed tpand used byemployersponsored health plans to
control the cost of higftost drugs. When leveraging an AFP, health plans exclude pharmacy benefit
coverage for select higbost drugsand AFP administratoreedirect members tananufacturer PAPSs.
Participants suggest that AFPs negatively impact patient access due to ieser eligibility
requirements, limitedcoverage of provider administered specialty medications, and interruptions in
coverageGiven the untested impacts of a UPhrtipantsexpressed concern whetherUPlwould
resolveor exacerbatdahe concerns raised by the use AFPs.

In addition to changes in benefit design, a number of participants across constituent groups expressed
concern that a UPL program could disrupt certain supply chain transactions, having a negative impact on
patient access to medications. For examplatient advocacy organization, hospital, and pharmacy
participantssuggested that, in an effort to protect revenue, manufactures might refuse to sell certain
UPLaffected products in the State. Likewise, hospital participants expressed concern that wholesalers
might be unwilling to purchase drugs from manufacturers if their contracted acquisition cost is above a
state UPL, thereby making it difficult forstate pharmacies to acquire URffected drugs.

Lastly, vhile not a dominant topic of discuss, several constituent group participants expressed

OS2y OSNY GKFG I 't O2df R RANBOGEE& AYLIOG 608ad LIN
(MDRP), and thereby limit accessU®l-affected drugs in the State. The MDRP, authorized by Section

1927 of the Social Security Act, requires that drug manufactures enter into a rebate agreement with the
Department of Health and Human Services in exchange for state Medicaid coverage of thest
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Y|y dzF | OG dZNFBhaldatateaRoubizs detin statute anid designed to ensure thahe Medicaid
programreceives thet 6 S & i aviailfle@&e marketplace (i.e., the lowest price offered to any U.S.
purchaser during a rebateeriod).n effect, if a manufacturer offers a discount in excess of this rebate
FY2dzy G F2NJ SEFYLXS | 't t26SN GKIYy (GKS OdzNNBy i
liability would increase iall 50 states. Participants suggest that this would likelyidintivize

manufactures to do business in Oregon.

Pharmacy, patient advocacy organization, and manufacturer particigapi®ssed the belighat

insurers would likely adjust formulary management practices in respona&Jfl_, thereby increasing

patient costs. Formularies are lists of drugs covered by an individual health plan. Tythiea#ylists are
divided into categories or tiers based on the type of drug (i.e., generic, preferred brangyei@nred

brand, and specialty), with lower tiers having the lowest consumeiodyiocket costs and higheiers

having the highest. Although the goal of health plans is to provideefésttive care management,
participants suggested that health plans are often incentivized to prefer higtieedbranddrugs over

less expensive alternatives, because the latter may offer greater manufacturer price concesions
rebatesp { AYAf I NI &3 LI NILAOALIYyGa y2GSR (GKFd &ALISOALT (e
and pharmacy benefits and, while health plans often shift coverage between benefits to control
spending, they have different implications for consumer-ofipocket costs (i.e., placement of a drug

on the medical benefit creates coinsurance esisairing, whereas keeping a drug on the pharmacy

benefit creates cgpayments). Though not related to befitedesign, patient advocacy organization
participants also expressed concern tiaat/PL might result imanufactures reduding funding forPAPs

Lastly, participants across nearly every constituent group expressed the need for transparency regarding
implementation of a UPL, with many explicitly stating that all savings should be returned to consumers,
and not result in additional revenue for other supply chain entities.

Implementation of Upper Payment Limit

Constituent groupsarely agreedn specificpointsregardingthe developmentand implementatian of a

UPL; howevemleliverysystem complexity and administrative burden wenest frequently cited as
concernsRegarding the former, several constituent group participants expressed the belief that a state
based solution, particularly a UPL, was not likely to have a significant impdoigaffordability and

that due to the complexity of thdrug supply chairwith its interconnected web of rebates, contracts,

and intermediariesa national solution was required.

Similarly geographic considerations regarding how care is delivered and accessed may result in
unintended consequences. For example, participants noted that consumers frequently access health
care across state lines and that Washington, Idaho, Nevada, and Calfowrdthnot be subject to
Oregonspecific UPL requirements. Patient advocacy group participantsspzialty drugs with

limited distribution (e.g., cell and gene therapies a primary concern, given these drugs are often
administeredin regional centers of excellence outside of Oregdhese participants also noted that

buying groupoften include members fronother states and that a UPL could creaaglministrative
challengs. For example, the buying group would be responsible for applying varied contract terms and

10 state Medicaid coverage is also contingent upamgdmanufacturergnteringagreements with the Health
Resources and Services Administrationthe 340B Program anthe Secretary of Veterans Affairs for the Federal
Supply Schedule.

MYERS AND STAUFFER



Constituent Group Engagement Report

Synthesis of Feedback DRAFT August 14, 2024

controllingwho receive a UPLdiscount Further, participants suggested thextracting Oregon
utilization from abuying groupcontract couldnegatively affectnembers outside of th&ate.

Severalparticipants expressed concexregardingadministrative burderstatingthat adding a UPL to
existing complex processén,a highly regulated environmenwould increase the level of effort

required to serve patients and perforroutine business operationg=or example, hospital participants
suggested thah UPL would impact transactions in pharmacies With in-state and outof-state

locations as well as istate pharmaciesisingout-of-state central fill locatiors and, conversely, oubf-
state pharmacies usingn-state entral fill locatiors. Hospital participants also citatie level of effort
associated withupdating and maintaining chargemasters and billing algorithmsyplementa UPL.

While it is not uncommon for hospitals and other providers to account for different reimbursement
methodologiesjt wasunclear to respondents as to how the UPL would be implemented, and therefore,
how they wouldaddress the challenges of implementati@imilarly, pparmacy participants noted that
point-of-salesystemschangesould require in excess of six months to implement a UPL. Lastly, carrier
and pharmacy participantsighlighted the complexitieand time associated with contractinghich

takes in excess of twelve and six months, respectively.

Upper Payment Limit Methodologies

Across all constituent groups, participants found it challenging to discuss UPL methodologies and
frequently requested information regarding how a UPL would be developed and implemented. Two key
themes emerged from these discussions, specifically howdstnlity would be defined and how the
Board would ensure a UPL was enforced. Regarding the fowhét was not intended as the focus of
this outreach patient advocacy and manufacturer participants felt that it was important for the Board to
clarify wheher improved affordability would be demonstrated through system or consdmesl cost
savings (i.e., reductions in-gayment, outof-pocket, or premiums). Further, manufacturer participants
YSYGA2ySR I yS§B20R I A0S dzR Sf aniji degdiSaddrdbbility (i.e\, 2hg 2
cost of avoiding future health care expenditures), particularly as it relates to therapies that may be
curative or mitigate the severe impacts of a disease (e.g., cell and gene therRgigajding UPL
enforcement,participants in virtually all constituent groups expressed a strong desire to understand
how the Board would enforce a UPL throughout the supply chain, with recommendations including
increased transparency of affordability reviews and public reportingetaahstrate UPL compliance

and that savings were realized by consumers.

Desired State of Affordability

Respondents weraskedabout the desired state of affordabilitywhat an ideal affordability or UPL

program might look likeandthe outcomes needed for a program to be considered successful. This

discussion generated very littipecificfeedback, likely de to participant hesitancy to commern a

LINEPANF Y GKIFIG GKSe& RYAGOSREE@ R2y Qi dzyRSNEGI yR® ¢K
session that a desired state would be ensgthat the program accomplishes the goal of increasing

access to medations for patients. Conversely, there must be an understanding and anticipation of

potential unintended consequenceSor exampleif manufacturers eliminate or redudeAPsn

response to the UPlnd the potential for such changesnot considered when calculating a URien a

new affordability challengeould beONB | § SR 6 KSNB 2yS RARYy Qi SEAaG 0S¥
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Table of Recommendations

In addition to soliciting input regardirthe impact of drug affordability, the impact of a UPL,
implementation of a UPL, UPL methodology, and the desired state of drug affordability, constituent
groups were asketh both surveys and focus groufmsproviderecommendationgor the Board to
considerregarding a UPL and/or other strategibat might be leveragetb address issues of drug
affordability in OregonThough not intended as a focus of this outreach, numemat®mmendations
focused oraffordability determinationsanddrug selection for affordability reviewn addition, a

number of recommendations focused &BM reform and transparencgeveral constituents also
NEO2YYSYRSR aiGNIdS3AasSa o0Se2yR (KS requidfeNdraQattios O2 LIS 2
(e.g., regulation of idect-to-consumer advertisingyrohibition of pay-for-delay arrangementsand drug
patent reform) This is consistent with feedback received through both surveys and focus group
meetings where constituents suggestedatfederal actionvas necessarto resolve the issue of drug
affordability, rather than states implementingaried solutionghat further complicate the already
complex systemThe tables belowprovidea comprehensive listing @bnstituentrecommendations
organized byhe following themesUPLmethodology/process, approach to determining affordability,
transparency, UPL implementation, alternative approaches, and protectt@mmendations cited by
three or more constituent groups are highlighted in bold/italic font.

Table5. Recommendations: UPL Methodology/Process

Constituent Group Recommendations

) 8o &

(&) T o 22

Q o =
? S £5 S &T®
O 5§ 8 2o 02 £ £ =03
. 2 = T35 ob6 = T0 S
Recommendation 8 £ & <o €8 @ £a £33
5 c 8o €53 o o 280
o O I 5] < S =< = 8L
= c 8 ] th

@© o= O C TN O]

o rs <=

UPLMethodology/Process

Exempt 340B providers from UPL requirements \%
Focus UPLs on ne340B drugs (i.e., those ineligible
for 340B purchasing such as vaccines, especially V
high-cost vaccines such as RSVexample)
Focus ordisparities inreimbursementfor high-cost
infusions(e.g., hospital outpatient departments
compared to physician officegther than setting a
UPLfor those products
Focus UPLs on drug classes, rather tiraividual
drugs, especially those drugs without lower cost

. . . v Vv 4 v
alternatives and those representing Oregonians
highest percentage of spending
Develop a funding formula to use savings generaty
by the UPL program to supplement lost 340B \%
revenues to ensure access to critical services
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Constituent Group Recommendations
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UPLMethodology/Process

Focus UPLs on generic drugs with relatively high
price points or brand name drugs that are lower
priced but still unaffordable (e.g., epinephrine, \%
enoxaparin, some third generatiarephalosporins,
Narcar® glucose test strips, etc.)

Model the UPL impact to each constituent group
before implementing

Add patients, clinicians, and pharmaceutical
manufacturers to the affordability review and UPL \% \
planning processes

Use Oregorspecific data in developing UPL
benchmarks rather than relying on national pricing
benchmarks and consider adopting the Medicare
Maximum Fair Price

Work with constituent groups to identify data
and/or other relevantinformation from carriers and
t.ad GKFG ¢62dzf R &dzLdi2 NJ vV Vv
develop corresponding protections to ensure

confidentiality of those data and/or information

Incorporate lessons learned from other state PDAL

Ay G2 ( K&fordaBilityMeRiend and UPL v v v
planning processes

Assess market dynamiby conductinga detailed

analysis of the drug markéb understand pricing

models, manufacturing costs, and profit margins o V

pharmaceutical companies to help set a UPL that

R2Say Qi Ce2cédsINE YA &S

Differentiate UPLs based on availability of

therapeutic alternatives to address specific market

failures such as monopoly pricinfys drugs with no

alternative

Implement tiered UPLs that reflect the varying

research and developmerbsts and societal value

of different drugs, such as higher limits for

innovative treatments for serious diseases and low

limits for generic or less essential medicatipatow

higher UPLs or exceptions for orphan drugs and

treatments for rare conditions where research and

development costs are significantly higher

Y,

MYERS AND STAUFFER www.myersandstauffer.com 1 page 23



Constituent Group Engagement Report

Table of Recommendations DRAFT August 14, 2024

Table6. Recommendations: Approach to Determining Affordability

Constituent Group Recommendatlons

Approach to DeterminingAffordability
Refine the definition of affordability considering
factors such as direct and indirect costs incurred b
patients (medical and nemedical); the impact of
medical cost avoidance; the cost of complementar V vV
therapies;and the impact obenefit design on
patient out-of-pocket expenses (such as insurance
premiums and cgpayments)
Leverage more recent data when selecting drugs f
affordability reviews and when evaluating \% \%
affordability
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Table7. Recommendations: Transparency

Constituent Group Recommendations
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Transparency

Ensure that the UPL is enforced across the entire
supply chain (i.e., that no one pays more than the
UPL), that there is transparency to the process, an
that savings pasghrough to patients in the form of
reduced premiums or reduced drug costs is
demonstated

Ensure transparency in affordability reviews and
how UPLs are established (i.e., how the Board
arrives at its conclusions); establish a periodic
review process for UPLs to adapt to market
changes, innovation, and economaonditions,
ensuring they remain relevant and effective
Require pharmaceutical manufacturers to provide
more granular information regarding costs
associated with patient assistance andpay
assistance programs (i.@on-aggregated data)
Require pharmaceutical manufacturers to provide
cost information that clearly explains their
established list prices for drugmdto disclose
research and developmembsts, marketing
expenses, and realorld outcomes to justify pricing
structures

Establish a centralized portal for all necessary UPIL
reporting to simplify the process and reduce the ris
of non-compliance due to confusion aomplexity

as well agor stakeholders to report issues and
provide feedback on the UPL procdsat can be
used to make iterative improvements

Implement a robust monitoring system to track the
effectiveness of UPLs and their impact on drug v
prices, availability, and healthcare outcomes
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Table8. Recommendations: UPL Implementation

Constituent Group Recommendations

UPL Implementation
Use a phased implementation and consider a pilot
program; provide comprehensivguidance and
training, maintain regular communication with all Vv \%
constituents, establish working groups from each
constituency
Establish a central purchasing system that hospita
can use to track, order, and manage t#fected \Y,
drugs
Make grants or other state resources available to
support implementation
galtrofArakK I aarF¥S KINDb:z
unable to purchase medications at, or below, the L
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Table9. Recommendations: Alternative Approaches

Constituent Group Recommendations

Alternative Approaches
Require PBMs to have a fiduciary duty to their
clients (i.e., legal responsibility to protect the \ \%
financial interests health plan clients)
Implement fiduciary duties for health plans,
PBMs, wholesalers, GPOs, and PSAOs to Y
pharmacies/providers
Pursue comprehensive PBM reform (i.e.,
prohibit clawbacks, spread pricing, mandatory
mail order; permit pharmacy choice, including Vv V V 74 74 74
specialty pharmacies, and a shared and
commondefinition of specialty drugs)
wSIljdzANB GKIFG Fff RNz

GKNRdzaKE¢ G2 O2yadzySNE v v
Import drugs from Canada Y,
Eliminate the use of rebates in the various v v v

levels of the supply chain
Leverage bulk purchasing programs \%
Establish a state manufacturing program (e.g.
California model)

Implement a cost basis approach (i.e., elimina
rebates, 340B, and implement an acquisition

cost model with fair and equitable matip v
strategies)

Modify state regulations to allow pharmacist

substitution of all biosimilars (currently only \%
allowed forinterchangeable biosimilars)

L & GKS LyFtlraAz2y v Y

rebate provisions at the State level

Promotevaluebased pricing and payment
models that link the cost of drugs to their \Y,
clinical effectiveness and patient outcomes
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Tablel0. Recommendations: Protections

Constituent Group Recommendations

Establish a mechanism to protect patients from
benefit design changes that may result from a UPL
(i.e., copays, utilization management, formularies) \Y, \%
and established a corresponding mechanism to
ensure compliance

Consider penalties for adverse actions that affect
reimbursement, reducaccess, negatively impact \Y, \Y
benefit design, or for reductions in the supply chai
Ensure that pharmacies are paid no less than the
UPL and separate the dispensing fee from the cos
of the drug; dispensing fees should be adequate t¢

2 . - 4 4 4 v v
cover theenhanced clinical services required for
specialty drugs and the cost of drugs and services
pharmacies in general
Offer tax incentives or fagtack benefits for Vv

companies that adhere to UPL guidelines voluntar
Establish fines or restrictions on market participati
for companies that consistently price drugs above
UPLs without justificatioand penalties for \Y, \Y
YIEydzFlF OGdzZNBNBE YR Ayadz
abide by the requirements that are put in place
Strengthen current PBM regulations (i.e., penalize
non-compliance)

Prohibit diversion of manufacturer guay assistance
programs and require that payments made on beh \% \%
of patients count toward their costharing burden

MYERS AND STAUFFER www.myersandstauffer.com 1 page 28



Constituent Group Engagement Report

Table of Concerns DRAFT August 14, 2024

Table of Concerns

As described throughout this report, constituent groups shared a number of concerns regarding
development and implementation of a UPL. These concerns were largely focused on the potential
negative impact a UPL might have on provider revenue, patient gcedsupply chain operations;
however, the prevailing concern, expressed across groups, was that constituents did not have enough
information to understand how a drug would be deemed to be unaffordable; how a UPL would or
should be established; and howd#L would be implemented and enforced throughout the supply
chain.As a reminder, affordability reviews were not the focus of this outre@ble. tables below provide

a comprehensive listing of constituent concerns organized by the following themes: financial impact,
access and enforcement, and logistiCencerns cited by three or more constituent groups are
highlighted in bold/italic font.

Tablell1. Concerns: Financial Impact

Constituent Group Concerns
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Financial Impact

UPL will impact revenue and limit the ability to
provide costsharing support and/or provide non 74 "4 v 74
revenue generating services
UPL will result in reimbursement below costs 4 4 4
UPL will result in financial losses that could

. Y
exacerbate the issue of pharmacy deserts
UPL will result in Boss of rebates that will not be
offset by decreased drug costs
UPL is, in effect, illegal price setting Y
UPL will have a direct impact on other financial
benchmarks (i.e., Medicaid rebates and 340B ceili \% \%
price calculations)
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Tablel2. Concerns: Access and Enforcement

Constituent Group Concerns

Access and Enforcement
UPL will reduce patient access to medications dut
to benefit design changes (e.g., preference for
more highly rebated drugs when there are multiple
therapeutic options)

UPL will incentivize patient steering to out of state v Vv
pharmacies

UPL will result in increased use of alternative
funding programs or encourage manufacturers to
withdraw from the state or to stopselling the drug  V "4 "4 74 74
in the state; wholesalers may also choose not to
sell in the state if a UPL reduces revenues
There is nota current mechanism to enforce a UPL
throughout the supply chain or to ensure that v Vv 4 4 4
savings are realized by patients

Tablel3. Concerns: Logistics

Constituent Group Concerns

Logistics
National scope of health care, including contractin v v v v v
and length of contracnegotiations
Staffingknowledgeto support appropriate product
selection(i.e.,staff may not have knowledge of \%
product pricing

Increased administrative burden v Vv Vv "4 4
National nature of healthcare, includitngalthcare
benefits provision, wholesaler and carrier \% \%
contracting, and distribution and dispensing systel
Complexities of the Drug Supply Chain Security A \%
Theoretical nature of a UPL, especially the Vv
GYlF ydzFl OG dzNBSING F ANBES a0 2y
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Table of Obstacles

An obstaclds generally consideresbmethingthat impedesprogress or achievemenivhile a concern is
something that causes uncertainty and apprehenskeor purposes ahis report,we characterized the
issues raised by the constituent groups as concehasimplication beinghat an opportunity existso
address and overcome them. Tissuesdentifiedin the Tablebelow, however, wiltequire a concerted
and perhaps more intenseffort to reach consensuacrossand withinconstituentgroups.Obstacles
cited by three or more constituent groups are highlighted in bold/italic font.

Tablel4. Obstacles

Constituent Group Obstacles

Differing opinions within specific constituent group:
as to the impacts of a UPL and tvedidity of
LINPLIZ&aSR azfdziazya gAft \% %
ability to reach a consensus on how to proceed wit
the UPL process

A need to fully understand how the UPL would be
developed, implemented, enforced, and updated
before constituent group members could commit to
supporting a UPL; the concerns related to 340B
revenue and adequate pharmacy reimbursement
are especially strong
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Board Considerations

This report documents constituemtcommendations, concerns, and obstadessthey relate to a UPL,

and is intended to support the Board as it develagdan to establistUPLslt is important to note that,

GKAE S &adzLILR2NIAGS 2F GKS . 2FNRQa STFF2NIa 2 AYLNROD
reluctant to voice support for a UPL, given lack of detailed information regarding how it would be

developed, applied, and eaffNOSR (G KNR dzZ3K2 dzi GKS &dzLdlX @ OKI Ay d CdzN
UH A& 2yfeée 2yS AYLRNIIYG LINIO Ay | O2YLINBKSyaiAods
follows is intended as a summarylay feedback receive@long withconsiderationdor the Board to

evaluateas it moves forward. Thes®nsiderationsre not exhaustive and, in many cases, would

require the Board to work with legal counsel to understand the implications of certain policies and to

identify the appropriate legal authority required to implement them (i.e., statutory and/or regulatory).

Continued Engagement

Constituentgepeatedly suggested that the Board continue to directly engage individuals and entities to

clearly understand the potential impacts of a UPL and to ensure solutions are developed and

implemented appropriately. Given the consistency of this feedback, and& G A (1 dzSy 1 a Q RS a A NB
the gap between theory and practice, the Boandy wish toconsider additional outreach including, but

not limited to, hostingadditionalO2 Y & G A ( dzSy (i  géldivefoping aRadisOrdzdundil Bry &
otherfoNY' I f YSOKIFIYAAY F2N) O2yaitaAaddsSyida (2 RBwdBOltfe Sy
direct education and knowledge building opportunities such as learning collaboratives, which involve

bringing together teams from different organizations and using experts to educate and coach the teams

to develop new solutions, implement bestgetices, and measure the effeci&hough not a focus of this

outreach, ontinuedcollaboration with constituentsnayl f 8 2 & dzLJLJ2 NI G KS . 2F NRQ&a N
assess itapproach to conducting affordability reviews. For example, constituents have expressed a

willingness to provide supplemental data, subject to confidentiality protections, and to help refine the

.21 NRQa RSTAYAGAZ2Y 27T | F wvesNiRatiénts fndl didiciagseMoteiN® JA RA y 3
ongoing engagement creates an opportunity for the Board to continue to build support for its work and
reinforceits purpose.

Patient Protections

Constituents expressetie beliefthat a UPL would compromise patient access and that any savings
generated from a UPL program would not be realized by patients. The most commonly cited concerns
were that carriers and/or PBMs would institute benefit changes favoring products without;ah#®L
pharmaceutical manufacturers and/or wholesalers would exit the Oregon market; and that other supply
chain entities would retain UR§enerated savings as profit. Given UPLs are intended to improve market
function andexpand access, it remains to be seen whether they would result in these unintended
consequences; however, the Boarthy wish toconsider working with legal counsel to assess the risks
and develop corresponding mitigation strategié®egarding potential access issues, the Board could
evaluate the feasibility ofxpanding the UPL concept beyond a single drug to include all therapeutic

1 vertex, the manufacturer ofrikafta recently stated in a letter to the Colorado Prescription Drug
Affordability Board thatfglA @Sy GKS yF A2yt YIFEN]LSG I NOKAGSOGdzZNBE T2 NJ R
rules, manufacturers subject to an (upper payment limit) may have no practical choice but to withdraw from
| 2 f 2 NUetRrfrond Vertex Pharmaceuticals Incorporated to Colorado Prescription Drug Affordability Board
(Oct. 2, 2023)https://drive.google.com/drive/folders/IXE9IJRGHPY eov3raRVGCoCokNZiHhFBCI
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alternatives as a strategy tdimit benefit changesnd expand the impact of the UPLhe Board could

also evaluate policies that encourage manufacturers and wholesalers to remain in the Oregon market. In
Washington State, for example, any manufacturer withdrawing aaffected drug from sale or
distribution in the State must provide agnced notice and is subsequently prohibited from selling that
drug in the State for three yeat$Further, the Board could assess the feasibility of Oregon contracting
with a dedicated wholesaler to provide access to ldfected drugs. With respect to cost savings, the
Board could consider policies that ensure Wélated savings are directly passidough to patients.

For example, Colorado requires that any health plan savings attributable to-afféPled drug be used

to reduce consumer costs, prioritizing enftpocket expenses, and that annual reports be submitted to
document compliancé? Similarly, West Virginia requires all PBMs to reduce patient cost sharing at the
point of sale equal to the amount of all rebates; to pass along any rebate bélertkfined cost

sharing to the health plan to reduce premiunasd to attestthat they are charging the same price for a
prescription drug to a health benefit plan administered by State!*

Provider Protections

Constituents expresseitie beliefthat a UPL wouldegatively affect pharmacy revenue, resulting in
additional pharmacy closures across the State. Independent pharmacies and CEs were particularly vocal
on this point, with the latter stating that any revenue loss would directly impede their ability toggovi
local communities with certain nereimbursable health care services. As such, Boaag wish to
considerworking with legal counsel to assess whether and to what extent protections could be
established that ensure any UBknerated cost savings are rnbe result of reductions in payment to
providers. For example, pending legislation in Michigan would allow for the creation of a Prescription
Drug Affordability Board and, notably, would prohibit any thpatty payer from reimbursing an
independent pharmacy for a drug in an amount less than a UPL for the prescription drug pfoduct.
Similarly, the Board could assess the feasibility of aligning statewide drug ingredient reimbursement
with Medicaid program requirements, such that pharmacies are reimbursed no less than their
acquisition cost plus a reasonable professional dispensing fee

Enhanced Data

While not the focus of this outreach, constituemtspressed the belief K I &G G KS . 2F NRQ& | T ¥
reviews were hampered by various data limitations including, but not limited to, the recency of data

used to determine drugs subject to evaluation, as well as the type of data and level of detail available to

ensure accurateeviews. As described abovagnstituentshave expressed a willingness to support the

affordability review procesdhe Boardmay wish toconsiderworking with constituents to assess

cdZNNBYy (G RFEGFEEZ ARSYGATe &dzLlL) SYSy Gl RFEGEFE oLzt AO 2
determine what confidentiaty protections would be required for constituents to provide the Board

with additional data. Further, the Boarday wish toconsiderworking with constituents, the

Department of Consumer and Business Seryiaed legal counsel to determine what, if any, changes

2\WasH Rev. CODEANN. § 70.405.070 (202ttps://www.hca.wa.gov/assets/program/pdabcw-70.405
pdab.pdf

BB CoLoReV STAT §10-16-1410. (2022)
https://www.sos.state.co.us/CCR/GenerateRulePdf.do?ruleVersionld=10629

14W. VA CODES 33-51-9. (2020ttps://code.wvlegislature.gov/3%51-9/

15 Mich. Senate Bill 483 (202utps://legislature.mi.gov/documents/2023
2024/billengrossed/Senate/htm/2023EB$483.htm
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could be made to statutorily required PBhd carrier reportd¢o assist the Board in its efforts to
improve the affordability review process.

Administrative Burden

Constituents expressettie beliefthat variations in drug pricing structures, drug purchasing
arrangements, and delivery systems would make UPL implementation administratively burdensome. For
example pharmacy providers would likely need to modify claims processing systems and train staff
regarding new processes for managing and dispensingati&tted drugs. Similarly, PBMs and carriers
would likely need to update contract terms to accommodate {gRting. In some instances, these

entities would likely inltde changes to benefit design that would need to be assessed by plan sponsors
and, eventually, consumers. While not insurmountable, the Boaag wish toconsiderthese activities

when developing a UPL implementation plan. SpecifidalyBoardmay wish toconsiderdirectly

engaging pharmacy providers and other impacted entities to better understand the financial and
administrative impact of system and staffing changes, and work with legal counsel to assess
opportunities to make a UPL immediately appiileato current contracts, so as to mitigate any
implementation delays that may occur as a result of annual contracting cycles.

Other Strategies

Constituents suggested that the Board consider alternative and/or complementary solutions to improve

drug affordability. Most frequentlynentionedwere PBM reforms such as policies that ensure-UPL

related savings and or rebates/discounts are directly passed through to patients, elimination of spread

pricing (i.e., PBM practice ohargingcarriersa higher amount than is reimbursed to the pharma@nd

elimination of clawbacks (i.e., occurs wheepatient's cepay is higher than theBM or carriersotal
costforadrugorg KSy 6N} YR FyR ISYSNRO & S-payreedd’ Futtier, N 6§ Saé |
constituents recommended that the Board evaluate UPL initiatives in other states to identify and

leverage best practices. As most of these solutions have been tested in other stat@aard may wish

to considerworkingwith legal counsel to assess the feasibility of implementation in Oregon.

16 PBMs registered in Oregon are required to provide the aggregated amount of rebates, fees, price protection
payments, and any other payments the PBM received from manufacturers related to managing the pharmacy
benefits for insurers issuing health benefiapb inthe State OR ReEv. STAT § 735.537 (2023)
https://www.oregonlegislature.gov/bills_laws/ors/ors735.html

17 U.S Fen TRADECOMM®, PHARMAC BENEFITMANAGERSHEPOWERFUMIDDLEMERNFLATIN®ORUGCOSTS AND
SQUEEZINBIAINSTREEPHARMACIEQIUL. 2024https://www.ftc.gov/system/files/ftc_gov/pdf/pharmacybenefit-
managersstaff-report.pdf
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Appendix A: Sample Survey

Under the authority granted by Senate Bill 12233, the Oregon Prescription Drug Affordability Board
(PDAB) is soliciting feedback on the use of upper payment limits (UPLs) for drugs sold in Oregon that are
subject to affordability reviews. Specifically, the PDAB is evaluating a scenario whereby ésteathlidh

UPLs that leverage current discounts in the system (i.e., rebates and other price concessions), and that
serve as the maximum amount to be paid by wholesalers and others in Oregon in thipfoestrug

supply chain, thereby supplanting the Wholesale Acquisition Cost (WAC) as the ceiling ¥Wheunt.
responding to the questions that follow, please consider the impact that use of a UPL might have on your
organization and/or your patients or members. At the end of the survey, you will have an opportunity to
provide detailed narrative responses and recommendations. This survey will not only provide input as the
Board develops a model for establishing URMg|lialso be used to guide ongoing stakeholder

engagement activities.

*Name of person completing survey:
*Name of facility/entity:
*Email:

*QOrganization Type (Carrier, Hospital or Health System, 340B Covered Entity, Pharmacy, Pharmaceutical
Manufacturer, Pharmacy Benefit Manager, Advocacy Group, Wholesaler/Distributor, Group Purchasing
Organization (GPO), Pharmacy Services Administrative Organization (PSAO))

When thinking about drug affordability within your organization, how much concern do you have about
the impact of the cost of drugs on your organization?

1 Very concerned

1 Somewhat concerned

1 Not concerned

1 Not applicable

When thinking about drug affordability within your organization, how much concern do you have about
the impact of the cost of drugs on your patient population?

1 Very concerned

1 Somewhat concerned

1 Not concerned

1 Not applicable

How do you anticipate that an upper payment limit would impact your organization's drug spending and
budgetary considerations?
1 Positive impact
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1 Neutralimpact
1 Negative impact
1 Not applicable

How do you perceive the potential effects of an upper payment limit on patieoésso necessary
medications?

1 Create opportunities for a positive impact on patient access

9 Neutral impact on patient access

1 Create challenges to patient access

2 KFG 1AYR 2F AYLI OG0 R2 e2dz GKAY] | vbiligztdaiem LI & YSy i
their medications?

1 Positive impact

1 Neutral impact

1 Negative impact

What challenges might your organization face in adjusting to the constraints imposed by an upper
payment limit (select all that apply)?

1 Increased administrative burden

9 Disruptions in drug supply chains

1 Compliance with regulatory requirements

9 Other (please specify)

For example, imagine a higlost drug in a market with limited competition and few manufacturer price
concessions or rebates offered. How much of a discount from wholesale acquisition cost (WAC) would
an upper payment limit need to be set at to be meanint@f

1 10 percent less than WAC

1 30 percent less than WAC

1 50 percent less than WAC

9 Other (please specify)

Please elaborate on your choice in the previous question.
1 Free text

How do you anticipate that an upper payment limit would impact your pharmacy's revenue and financial
viability?

1 Positive impact

1 Neutral impact

1 Negative impact
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The Oregon PDAB is also interested in hearing about alternative policy approaches and
recommendations that you may have. The following questions will provide you with an opportunity to
provide more detailed information on approaches, recommendations,nmecos.

How could upper payment limits create meaningful cost savings for all consumers and purchasers?
1 Free text

How would your organization utilize savings resulting from an upper payment limit (if applicable)?
I Free text

What could bepotential administrative burdens or operational challenges associated with implementing
an upper payment limit?
I Free text

What recommendations, if any, do you have regarding the potential administrative burdens or
operational challenges associated with implementing an upper payment limit?
I Free text

Are there alternative policy approaches that you believe would be more effective in addressing drug
affordability while preserving innovation and investment in research and development?
I Free text

How can policymakers ensure that an upper payment limit policy is implemented in a manner that
promotes transparency, fairness, and affordability for both payers and patients?
1 Free text

What specific factors or considerations should policymakers take into account when setting an upper
payment limit for prescription drugs?
T Free text
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Appendix B: Sample Meeting Agenda

Oregon Prescription Drug
Affordability Board

Email: pdab@dcbs.oregon.gov Phone: 971-374-3724 Website: dfr.oregon.gov/pdab

Pharmacy Constituent Focus Group
Session 1
May 16, 2024 9:00 AM

e Myers and Stauffer Welcome and Introductions

e Project Overview Presentation

e Constituent Focus Group Facilitated Discussion and Feedback
e Wrap Up and Next Steps

Pharmacy Constituent Focus Group
Session 2
June 12, 2024 10:00 AM

e Myers and Stauffer Welcome and Introductions

e UPL Refresher

e Constituent Focus Group Facilitated Discussion and Feedback
e WrapUp
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Appendix C: Sample UPL Overview

Oregon Upper Payment Limit (UPL) -
Proposed Approach

The Prescription Drug Affordability Board is based on the public service/public utility
commissions present in all states which set the amount that consumers will pay for vital public services.
Upon implementation, the Oregon upper payment limit (UPL) will be applied to all supply chain
participants involved in a prescription drug product being dispensed or administered within the state.
These participants include wholesalers, hospitals, clinics, physician offices, pharmacies, pharmacy
benefit managers, insurance carriers, health plans, and most importantly, patients.

Currently, the national supply chain for brand {patented, single source only) prescription
medications is oriented around a legally defined list price set by the manufacturer called the Wholesale
Acquisition Cost (WAC). All supply chain participants are eligible to negotiate their contract terms
defined in relation to the WAC.

The proposed model for the Oregon UPL would be for the UPL to replace the WAC for all supply
chain transactions for prescription drugs dispensed or administered within the state. Once determined,
the Oregon UPL could be loaded to the same drug pricing compendia that currently serves as the
industry “source of truth” for WAC pricing information. All supply chain participants would be able to
amend current business processes and/or pricing algorithms to be based upon the UPL instead of the
WAC.

Starting at the first transaction in the supply chain, wholesalers purchasing from manufacturers,
the Oregon UPL would be the maximum amount paid by the wholesaler. The wholesaler may get a
discount off the UPL, as occurs currently with the WAC. All downstream supply chain participants could
purchase at or below the UPL, but not above.

The diagram on the following page demonstrates the Oregon UPL proposed model.

Horvath Health Policy. Innovations in Healthcare Financing. March 2024
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Basics of UPL acquisition cost, billing, and payment

Manufacturer

Wholesaler

Hospital, Insurer’s PBM
doctor,

pharmacy

PL

Patient

at el Patlent pays
deductible.

P T ———"
an UPL

Note: UPL replaces WAC, AWP, AAC, EAC etc, UPL is the metric for all financial transactions for ingredient cost, Like existing
metrics, there will be ‘UPL minus’ in the supplychain,

Dispensing or administration fees, independent of ingredient cost, may still be charged by pharmacies or the healthcare
provider administering the drug to the patient

For an observer looking to predict downstream effects of a WAC being reset downward to the
UPL (in Oregon), fortunately, there have been multiple recent examples of significant decreases in the
WAC value of highly utilized prescription drug products. For example, effective 1/1/2024, the WAC value
for NDC 00186037020 (SYMBICORT 160-4.5 MCG INHALER) decreased by 40 percent. The entire
prescription drug supply chain needed to adjust to this significant decrease in WAC, and has since done
so. All supply chain transactions for this product are now occurring at the much lower WAC, just as they
had prior to the price decrease.

The implementation of an Oregon UPL would require other supply chain system changes as
business processes and/or reimbursement algorithms would need to be re-based around the UPL value
instead of WAC, but with respect to supply chain participants adjusting to decreases in list prices, the
recent natural market events provide are a case study and a preview of the future supply chain
implications of a UPL.

For 340B Covered Entities, acquisition cost would not change. Product remains available at or
below the federal 340B ceiling price through the prime vendor or other source. 340B covered entities or
their contract pharmacies will not be able to be reimbursed more than the UPL, consistent with all other
Oregon market participants. The UPL will not be lower than 340B acquisition cost, and likely will be
much higher. 340B covered entities will continue to make margin on outpatient products with a UPL.

Horvath Health Policy. Innovations in Healthcare Financing. March 2024
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Appendix D: Sample Meeting Presentation

Oregon Prescription Drug
Affordability Board

Constituent Focus Group Discussions
Session 1

Pharmacy
May 16, 2024

Meeting Agenda

* Introductions and Welcome from Myers and Stauffer
* Meeting Format

* UPL Presentation
» PDAB Background
» UPL Primer
» Supply Chain Discussion
» Potential Methodologies

* Constituent Group Discussion and Feedback

Oregon Prescription Drug (
Affordability Board \

MYERS AND STAUFFER
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Background: Legislative Authority

Enabling Legislation (SB192)
SECTION 3. (1) The Prescription Drug Affordability Board established in ORS 646A.693 shall
develop a plan for establishing upper payment limits on drugs sold in this state that are subject to
affordability reviews under ORS 646A.694. The plan shall include:
(a) A methodology for establishing upper payment limits;
(b) An analysis of the resources needed by the board to implement the plan;
(c) An analysis of how upper payment limits would be enforced; and
(d) An analysis of how upper payment limits could be implemented with respect to:
(A) Plans administered by the Public Employees’ Benefit Board;
(B) Plans administered by the Oregon Educators Benefit Board;
(C) Other state-administered health benefits;
(D) Health benefit plans, as defined in ORS 743B.005; and

(E) Other forms of insurance that provide pharmaceutical benefits, to the extent permitted by
federal law.

Oregon Prescription Drug
Affordability Board

Background: PDAB Process

e Authority:

» The Prescription Drug Affordability Board (PDAB) will select from the list of
eligible prescription drugs, provided by the Department of Consumer and
Business Services pursuant to ORS 646A.694, a subset of drugs to prioritize for
an affordability review under OAR 925-200-0020.

» OAR 925-200-0020 Conducting an Affordability Review: The PDAB will conduct
an affordability review on the prioritized subset of prescription drugs, selected
under OAR 925-200-0010 to identify nine prescription drugs and at least one
insulin product that may create affordability challenges for health care systems
or high out-of-pocket costs for patients in Oregon.

Oregon Prescription Drug
Affordability Board
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Background: PDAB Process

e Drugs Under Review & Board Schedule

» As posted on website:
https://dfr.oregon.gov/pdab/Pages/affordability-review.asp

Board Meeting Date Drugs for Review

Tresiba
January 26, 2024 (Completed) Tresiba FlexTouch
Humulin R U-500 KwikPen

May 15,2024 Dzempic
Trulicity

Shingrix

June 26,2024

Ocrevus

Entyvio

July 24,2024 iFflocta
Cosentyx

August 21,2024 Skyrizi
September 18, 2024 dremive
Vyvanse
October 16, 2024 Sehvoya
Triumeq

Oregon Prescription Drug
Affordability Board

PDAB UPL Landscape

* What other states have UPL authority

» Colorado, Minnesota, Washington have full authority to set a UPL.

» Maryland is required to conduct a study on policy options, which may include setting UPLs.

» Maine’s PDAB is responsible for developing spending targets for prescription drugs purchased
by public payers.

» The New Hampshire Board is charged with recommending strategies for public purchasers to
meet drug spend targets.

» Massachusetts and New York are authorized to negotiate Medicaid supplemental rebates for
high-cost drugs.

» Status of other state reviews

» Colorado has determined that they will “initiate rulemaking to establish a UPL for Enbrel.*
» *See Colorado PDAB DRAFT Meeting Minutes from Friday, February 23, 2024;
https://drive.google.com/drive/folders/1mJFy7nfisd-IZqDQGAS5fbYUtOopQlaaH, accessed 3/29/2024,5/8/2024

Oregon Prescription Drug
Affordability Board
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Oregon UPL Description

* Oregon UPL

» Establishes the maximum amount that can be paid for a prescription drug that
is dispensed in Oregon.

» Leverages existing processes of negotiating price concessions that already exist
in the supply chain.

» Does not regulate how manufacturers list or set prices.

» Concept is similar to using a Federal Upper Limit (FUL), National Average Drug
Acquisition Cost (NADAC), or Maximum Allowable Cost (MAC).

» Concept is intended to avoid impacting the “best price” in Medicaid.

2022 Prescription Drug Affordability Board — Report 2022; https://dfr.oregon.gov/pdab/Documents/reports/PDAB-Report 2022.pdf (Accessed 2/28/2024)

Oregon Prescription Drug
Affordability Board

Supply Chain Impacts: Drug and Pricing Flow

Retail Health-System/Physician-
Administered

MANUFACTURER MANUFACTURER
" Product Flow
a —Productflow
£ | |
9| DISTRIBUTOR 8 DISTRIBUTOR
a o
~ WHOLESALER ° WHOLESALER
o 2 Patient Assistance
g 8 l Programs
< < g HEALTH
£ il [y e SYSTEM/PHYSICIAN
E ]

Copay/Coupon ﬁ PBM Payer

Oregon Prescription Drug

Affordability Board
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Potential UPL Principles

* UPLs should improve market function for prescription
products that have a UPL by achieving one or more of the
following:

* Improve patient access to the product

* Improve manufacturer product access to the state market

* Reduce health plan costs for the product

* Reduce overall market dysfunction

* Market competition continues but is reset to the UPL as
the starting point

Horvath Health Policy. Innovations in Healthcare Financing. March 2024 Oregon Prescription Drug
Affordability Board

Supply Chain Impacts: Drug and Pricing Flow

Retail Health-System/Physician-
Administered

MANUFACTURER MANUFACTURER
) Product Flow - e TRQUEREION
: | — : |
& Negotiated Payments .
8| DISTRIBUTORN—" [ - 4 g DISTRIBUTO
§ WHOLESALER s WHOLESALER
(3 c
g 3 HEALTH
< < oo
£ FHARMACY ] =—= SYSTEM/PHYSICIAN
5 3
& &

Copay/Coupon ﬁ PBM Payer

Oregon Prescription Drug

Affordability Board
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Basics of UPL acquisition cost, billing, and payment

Manufacturer

Agrees to sell drugs
toloe deedin Wholesaler Hospital, Insurer’s PBM
Oregon to
wholesaler at UPL. Buys at UPL minus doctor, Pati Insurer
z 5 g atient 3
Provides options any discount. Sells pharmacy PBM reimburses
for standard to pharmacies and pharmacy at UPL,
volume-based hospitals at UPL Buys at UPL minus Patient pays minus any discount.
discounts for minus any discount, any discount. Bills, deductible, Bills insurers for
wholesalers (below but above what or submits a claim coinsurance, based pharmacy claims
UPL). May choose wholesaler paid to, insurer, PBM, or on UPL, minus any paid, at amount
to also negotiate manufacturer. patient, based on discount. reimbursed to
additional discounts (Wholesaler’s UPL, minus any pharmacy
with large margin). discount. (maximum of UPL).
healthcare entities.
(This is routine in
today’s market.)

Insurer is billed by
PBM for Rx claims
paid at amount
reimbursed to
pharmacy
(maximum of UPL).

Note: UPL replaces WAC, AWP, AAC, EAC etc. UPL is the metric for all financial transactions for ingredient cost. Like existing
metrics, there will be “UPL minus’ ingredient costs in the supply chain.

Dispensing or administration fees, independent of ingredient cost, may still be charged by pharmacies or the health care
provider administering the drug to the patient.

. s : : Oregon Prescription Drug
Horvath Health Policy. Innovations in Healthcare Financing. March 2024 Affordability Board

Supply Chain Impacts: Recent Industry Events

* InJanuary, 2024, there was a decrease in the WAC cost of several
prescription drugs.

* This happened as a result of changes to the Medicaid program that would
have reduced the cost of drugs below SO and required manufacturers to
pay rebates that were higher than the drug cost paid by Medicaid.

* Manufacturers responded by decreasing the published Wholesale
Acquisition Cost (WAC) for these drugs (for example, Advair Diskus and
some insulins).

* Thisis important, because it can serve as an analogy for how a UPL might
similarly impact the supply chain. We will come back to this concept in our
discussion questions.

Oregon Prescription Drug
Affordability Board
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Group Discussion

° |mpact Of Drug Affordab”lty * Written feedback related to the UPL
N focus group discussions or the survey

* Desired State of Drug Affordability concepts may be provided to

« UPL Impact OregonPDAB@mslc.com . Please

provide this feedback by 6/4/2024.

* UPL Methodologies * You may also participate in the public

« Recommendations comment process by writing and
submitting a letter to the board or

* Final Thoughts signing up to speak during a board

meeting. The participation form may
be found here
https://dfr.oregon.gov/pdab/Pages/p
ublic-comment.aspx

Oregon Prescription Drug
Affordability Board
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Appendix E Sample Meeting Script

Slide Scripting

Slide 1: Cover 1 2KSYy GKS YSSiAy3 é'l ar KI @S
5Aa0dzaarzyaé aft ARS sz YR &Kk
begins speaking.

Slide 2: Meeting 1 Welcome and IntroductiofPrimary Facilitator)

Agenda 0 My name is [INSERIAME], and | am a [INSERT TITLE] with

Myers and Stauffer, a national accounting and compliance fir|
supporting government sponsored health care program€ Y
joined by my colleague [INSERT NAME, INSERT TITLE], wh
0S laaraldAay3a YS 4AGK (2RIe&Q

0 We are here today on behalf of the Oregon Prescription Drug
Affordability Board (PDAB) to solicit constituent feedback
related to the use of upper payment limits (UPLs) to improve
drug affordability, and to gather any recommendations you hi
on improvingdrug affordability for Oregonians. We will be
recording these sessions to ensure that we capture the feedk
correctly.If you wish to speak and are uncomfortable with
having a specific comment recorded, please let us know and
will temporarily stop thaecording.

o Joining us from the PDAB Board are [INSERT NAME] and frq
the PDAB Staff [[INSERT NAME].

o Finally, I would also like to introduce Jane Horvath of Horvatl
Health Policy, who is also supporting the Board with their wo

1 Meeting LogisticsRrimary Facilitator)

o .ST¥T2NB ¢S 0S3aAYy G2RIe&Qa asSa
attending.l know your time is incredibly valuable, and we
appreciate your willingness to share your perspectives on thi
important topic.

o Ly 2NRSHMSiHZ eyS@gRIFeQa G2LRA
prepared slides that we would like to review before we get int
our discussionThese should take about 15 minutes and we a
GKIFG @2dz LJX SFHaS K2fR Fyeé |dz
completed the presentation.

o hyOS ¢SQ@S O2YL)X SGSR (KS af
guestions designed to solicit your input and generate dialogu
among the group. During that time we will not be able to ans
specific questions related to methodology or affordability
evaluations; bwever, we will be providing a mechanism for y(
to submit those directly to the PDAB for consideration.

o When we get to that point in the session, we ask that you
introduce yourselves and speak clearly so that we may
accurately capture your feedback in our notesaddition, we
ask that you please mute yourself when not speaking.

MYERS AND STAUFFER
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o tftSrasS dzas
speak.

o Lastly, we recognize that this is a very complex topic, and on
that will likely generate considerable feedback among
stakeholdersAs such, we will be hosting a second meeting tg
continue our discussion, and to allow everyone an opportunit
to share their perspectives.

0KS TdzyOlAazy (2

Slide 3: Background:
Legislative Authority

The Prescription Drug Affordability Board (which we will refer to as tf
PDAB or the Board) was established within the Department of Cons
and Business Services (DCBS) and is committed to protecting reside
Oregon, state and local governments, cormgial and employer health
plans, health care providers, pharmacies licensed in Oregon, and ot
constituent groups within the health care system from the high costs
prescription drugs. The Board was established by the legislature ung
Senate Bill 8442021), later codified into Oregon Revised Statutes
section 646A.693.

Again, our goal with these sessions is to get your perspectives on th
of upper payment limits (UPLs) to improve drug affordability and gat
any recommendations you have on improving drug affordability for
Oregonians. These sessions will inform tBelBNR Q& ¢ 2 NJ
plan for establishing UPLs as required under Senate Bill 192

Slide 4: Background:
PDAB Process

Through the authority granted by the Oregon legislature, the Board i
tasked with establishing a subset of drugs to review for affordability
challenges within health care systems or high-ofspocket costs for
patients in Oregon.

Slide 5: Background:
PDAB Process

The Board is currently reviewing the drugs list on this slide and
encourages you to review the website periodically for changes to the
schedule or drugs currently under review.

Slide 6: PDAB UPL
Landscape

For purposes of providing additional context, several other states ha
established PDABs, withc&olorado, Minnesota and Washington
having full authority to establish UPLs.

Colorado is furthest along in the process, and has initiated the
rulemaking process to establish a UPL on Enbrel.

Slide 7: Oregon UPL
Description

In their 2022 report to the Oregon legislature, the Board describes th
concept for a UPL in Oregon.

Specifically, this would establish a maximum amount that can be pai
a prescription drug, similar to the Federal Upper Limits, NADAC, or |
prices that are currently established and used in prescription drug
reimbursement today.

Slide 8: Supply chain
impacts: Drug and
Pricing Flow

Everyone in attendance is already familiar with the complexities of th
pharmaceutical supply chain; however, again for purposes of level
setting, this slide is intended to illustrate the process for retail and
health system/physician administered drugshwiheir associated
system of payments, rebates, and product flow.

Slide 9: Potential UPL
Principles

This next slide is adopted from work conducted by Jane Horvath, fro
Horvath Health Policy.

MYERS AND STAUFFER

Constituent Group Engagement Report
DRAFT August 14, 2024



Constituent Group Engagement Report

DRAFT August 14, 2024

1 In principle, UPLs should improve market function for prescription dr
with a UPL by achieving one or more of the listed outcansesh as
improved access and reduced costs within the system.

Slide 10: Supply chair| § In this diagram, we describe a situation in which the UPL is impleme

impacts: Drug and at the top of supply chain flow

Pricing Flow

Slide 11: Basics of UH § Again, this material was adopted from work conducted by Jane Horv
and offers a different view of the concept presented on the prior slide

1 Specifically, this is intended to illustrate the progression of the UPL
through various parts of the pharmaceutical supply chain.

Slide 12: Supply Chail § As we wrap up the presentation, we would like to highlight a few rect

Impacts: Recent industry events that may serve as a guide to how a UPL might work

Industry Events the marketplace.

1 Most notably, a recent change to the federal Medicaid Drug Rebate
Program (MDRP) rules had an impact on the rebate rates that would
paid by manufacturers, in some cases significantly.

1 Inresponse, manufacturers for certain highpated drugs (in the
Medicaid space) implemented reductions in WAC for these drugs.

1 We would encourage you to keep this concept in mind as we move i
the interactive session.

Slide 13: Group 1 Many of you participated in the survey that was provided in advance

Discussions these sessions and we appreciate those responses.

1 We will explore some of those same questions now in our session al
appreciate your feedback and comments.

1 As areminder, please remain on mute unless you are commenting &g
state your name and organization for us when making comments.

1 Written feedback can be provided as indicated on the slide.
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Focus Group
Area

Focus Group Question

Instructions to MSLC | 1 Days 1 and 2 Begin with PowerPaoint presentations

Staff 9 Scribes should note where the session ended on Day 1 for each Foq
Group so that the facilitator can begin at the appropriate question.

1 Reminder to pause and restart recordings if there are objections by
specific members.

Impact of drug T 2KSY GKAY{Ay3a lo62dzi RNMzZZ O2aida

affordability to your organization?

1 To the extent you believe drugs generally, or specific drugs, are
Gdzy I FF2NRFo0f S¢ gKIG OKIffSy3aSa

1 Inresponding to the survey, respondents indicated that they were
somewhat or very concerned about the impact of drug affordability o
their organizations. Could you tell us more about what those impacts
to your organization?

Desired State of Drug| 1 What outcomes would be needed for you to consider a drug

Affordability affordability or upper payment limit program successful?

1 What do you think amdealdrug affordability or UPL program would lo(
like within Oregon?

0 This can be regarding the methodology or PDAB authority

UPL Impact 9 Think back to the presentation where we discussed the WAC changg
that occurred in January of this year. How would a UPL implementec
the manufacturer to wholesaler level in the supply chain impact your
organization?

1 Some respondents indicated that a UPL would create challenges for
patient access to medication.

0 What might some of those challenges be?

0 Are you concerned that UPLs could prompt changes in bene
design, utilization management strategies, etc.?

0 How do you think those changes might impact your
organization?

0 How do you think those changes might impact your
patients/members?

o Should the PDAB try to address these chandfes® what
should they do?

1 Respondents were concerned that a UPL would be challenging to
implement because of operational challenges around members or
payers in other states.

0 What are those challenges?
0 Are there things that the Board could do or should consider t
eliminate those challenges?

MYERS AND STAUFFER
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1 Some respondents indicated that a UPL could create opportunities f
positive impact on patient acceda/hat might some of those positive
impacts be?

1 Respondents mentioned transparency as being important to the UPL
program.

0 What does transparency mean to this group?

0 How should transparency be demonstrated?

9 Specific to your organization, what barriers, challenges, or risks do y
see to implementing UPLs?

o Do you believe changes to formularies as a result of UPLs c(
prompt changes in provider referral patterns, prescribing
patterns, acquisition patterns, etc.?

1 Somerespondents indicated that a UPL would have a negative impa

GKSANI 2NBIFYATFGA2y Qa8 06dzR3ISG +y
o0 What would some of those impacts be?

0 What actions would you recommend the PDAB take to mitigg
those impacts?

What specific data should be evaluated when calculating a UPL?

Are there challenges with access to certain data?

Some respondents thought that medical necessity of dalgsild be

evaluated before determining if they are UPL eligible.

0 What does that mean to this group?
o0 How would the Board do that®/hat mechanism would they us
and how should they evaluate medical necessity?

1 Respondents mentioned that a standard pharmacy price could be
implementedq something that would be separate from the UPL for
wholesalers.

o Could you elaborate on this? How would this separate price |
used and how would it be different from a UPL?

Recommendations |  Are there other strategies that the PDAB should consider in addition
the UPL?

1 If other strategies are considered, what would the potential positive

impacts be?

What about any negative impacts of these strategies?

Eliminating Direct to Consumer Advertising was mentioned several t

in the survey by pharmacy provideksow might that lead to increased

affordability for drugs?

Final Thoughts 1 As we wrap up this discussion, what else would you like to say abou

UPLs or drug affordability you have not had a chance to say already

concerns, challenges, or expectations we have not discussed?

UPL Methodologies

= =4 =

= =4
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Appendix G: Meeting Summary Reports

.0;0‘ MYERS ..o Deliverable 2: Constituent Group Summary
‘v’ STAUFFER Carriers
Background

The Oregon Prescription Drug Affordability Board (hereinafter referred to as “PDAB,” or
“the Board”) was established in 2021 through Senate Bill 844. The purpose of the Board
is to protect residents of Oregon, state and local governments, commercial health plans,
health care providers, pharmacies licensed in Oregon, and other stakeholders within the
health care system from the high costs of prescription drugs. The Board is responsible
for annually identifying and reviewing nine drugs and at least one insulin product that
may create affordability challenges for the healthcare systems or high out-of-pocket
costs for patients in Oregon.

In June 2023, the Oregon Legislature passed Senate Bill 192, which tasked the Board
with developing a plan to establish upper payment limits (“‘UPL") on drugs sold in the
State that are subject to the Board’s affordability reviews. The Board must report its plan
to the interim committees of the Legislative Assembly related to health in fall 2024. The
report must include an analysis of potential savings from, or costs of implementing, the
plan with respect to the State, as well as carriers (e.g., public and private health benefit
plans), hospitals, pharmacies, and consumers (hereinafter collectively referred to as
“constituents” or “constituent groups”).

In December 2023, the State of Oregon, acting through its Department of Consumer
and Business Services, Division of Financial Regulation, contracted with Myers and
Stauffer LC (“Myers and Stauffer”) (PO-44000-00028053) to provide prescription drug
consulting and outreach services related to SB192. As part of these services, Myers
and Stauffer is conducting focus group meetings with constituent groups as identified
and approved by the Board including, carriers, consumer organizations, hospitals, retail
pharmacies, Medicaid 340B covered entities, pharmaceutical manufacturers, pharmacy
benefit managers, and patient advocacy groups.’

Approach

Myers and Stauffer routinely conducts internal and external constituent engagement
activities designed to support well-informed and collaborative policy development. Given
the complexity of the subject matter associated with this particular engagement, the
unique experiences of the distinct constituent groups, and the potential for unintended
consequences associated with a UPL plan, we conducted a series of structured,
professionally facilitated constituent group engagement sessions designed to solicit
input on several key themes. A summary of our approach to these sessions is briefly
described below.

" Note, pharmaceutical manufacturers and related entities, pharmacy benefit managers, and patient
advocacy groups were added as a subsequent contract amendment in May 2024.

1
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”' MYERS .o Deliverable 2: Constituent Group Summary
i * STAUFFER. Carriers

CERTIFIED PUBLIC ACCOUNTANTS

m  Collaborated with the Board to develop a constituent engagement plan.

m Collaborated with the Board to develop an electronic, pre-session survey to
obtain constituent input regarding UPLs and their potential impacts. Additional
information regarding this survey is presented below.

m Collaborated with the Board to identify constituent groups and appropriate
contacts to receive the survey and be included in the sessions.

m Collaborated with Horvath Health Policy to draft an introductory document for
constituents to establish a baseline level of understanding prior to the sessions.

m  Collaborated with the Board to develop constituent-facing documents,
communications, and questions for each session.

Leveraging the approach described above, Myers and Stauffer conducted two
engagement sessions for each Board-identified constituent group. Sessions were
conducted throughout May, June, and July 2024, each lasting approximately one hour,
and were facilitated by a team of Myers and Stauffer facilitators, subject matter experts,
scribes, and logistics coordinators. During each session, the Myers and Stauffer team
described the Board’s rationale for engaging constituents, provided an overview of the
UPL process, and asked a series of scripted and unscripted questions designed to
solicit constituent perceptions of drug affordability and the potential impact of a UPL, as
well as recommendations regarding the development of a UPL methodology and
strategies the Board should consider to address drug affordability.

Preliminary Survey Results

Pre-session surveys (mentioned above) were developed to garner constituent
understanding and perspective regarding UPL methodology and perceived impacts of
implementation. Key characteristics of the survey are highlighted below:

m The survey included four mandatory questions designed to collect respondent
demographic information. Replies to nhon-mandatory questions included nine
quantitative and eight qualitative responses, respectively.

m Invalid responses were excluded that met the following requirements:

e Respondents who submitted multiple identical responses; only one
response was reviewed in these instances.

» Respondents who did not answer questions beyond the initial four
mandatory questions.
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§ ’0' MYERS .o Deliverable 2: Constituent Group Summary
'y i * STAUFFER. Carriers

CERTIFIED PUBLIC ACCOUNTANTS

* A number of responses answered some, but not all, non-mandatory
questions. In these instances, only completed questions were reviewed.

e Responses to non-mandatory questions which did not contain valid data
(e.g., Lorem ipsum or clearly unresponsive text such as “text’). in these
instances, only questions with valid data were reviewed.

Invitations to participate in the surveys and a brief UPL proposed approach document
were sent to 53 unique emails approximately three weeks prior to sending meeting
invitations. Recipients were asked to forward the survey to others within their
organization iffwhere appropriate, and no limits were placed on the number of
responses that could be submitted by each organization. We received six survey
responses from six different organizations.

Table 1: Survey Respondents

Organization

Cambia Health Solutions
Centene
Cignha Healthcare
Gainwell Technologies
Timber Products Manufacturers Trust
United Healthcare

Preliminary results were leveraged to inform constituent group meetings and are
presented below. Analysis of final survey responses will be included in the constituent
group summary report (PO-44000-00028053 Deliverable #3).

m Five survey responses contained answers to every non-mandatory question. One
survey response did not contain answers to every non-mandatory question.

m  Six of six responses indicated they were very concerned about the impact of the
cost of drugs on their organization.

m  Four of six responses indicated they were very concerned about the impact of
the cost of drugs on their members. One response indicated they were
somewhat concerned, and one response indicated they were not concerned.

m  Four of six responses indicated a UPL would have a neutral impact on their
organization’s drug spending and budgetary considerations. Two responses
indicated a positive impact.
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"' MYERS .o Deliverable 2: Constituent Group Summary
i * STAUFFER. Carriers

CERTIFIED PUBLIC ACCOUNTANTS

m Three of six responses indicated a UPL would create challenges fo patient
access to medications. Two of six responses indicated a neutral impact, and one
response indicated a positive impact.

m Four of six responses indicated a UPL would have a neutral impact on patients’
ability to afford their medications. Two responses indicated a positive impact.

m  Four of six responses indicated they were unsure if a UPL would affect premiums
paid by members. One response indicated a positive impact on premiums, and
one response was blank.

Constituent Group Description

Two carrier constituent group engagement sessions were held on May 16 and May 29,
2024. A total of 53 invitations were distributed (including a list of discussion questions),
with 12 individuals attending across both sessions. Attendees largely consisted of
health plans serving Oregon. Below is a list of organizations and their attendance.

Table 2: Attendees
Organization Session 1 Session 2

Cambia Health Solutions X
Health Net of Oregon and

Trillium Community Health Plan X
PacificSource Health Plans X X
Providence Health Plan X X
Regence BCBS of OR X X
Samaritan Health Plans X
UnitedHealthcare X

Summary of Discussion

As described above, Myers and Stauffer facilitators asked attendees a series of scripted
and unscripted questions to solicit constituent input. Sessions were not intended to
provide responses to specific attendee questions and, if asked, facilitators requested
that attendees provide their recommendations for how the Board might use its authority
to address the issue presented and/or directly submit the question to the Board through
its online public comment form or via email at OregonPDAB@mslc.com. What follows is
a summary of the carrier constituent group engagement sessions, identifying critical
discussions, recommendations, and follow-up items presented by attendees (i.e., PO-
44000-00028053 Deliverable #2).
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Critical Discussions

m  UPL impact on the entire system, both within and outside Oregon. For example,
setting a UPL on a single drug may cause shifts in utilization of other drugs in the
same class. The implementation of UPLs in Oregon could cause impacts in other
states. Further, carriers need to consider UPL impact not just on costs
associated with the specific drugs with a UPL, but the aggregate impact on
healthcare spending, rebates and overall actuarial modeling.

m  Setting a UPL on select drugs and effects on the market basket. Again, setting a
UPL on a single drug could shift utilization to similar non-UPL products in the
same class. Participants were concerned that a UPL on a single drug could
create disparities between manufacturers that could cause negative downstream
effects.

m  Questions regarding PDAB authority, UPL enforcement, and frequency of
updates. Participants want to ensure UPL information will be available in
compendia and were curious how often it would be updated. Members were
curious about UPL enforcement and asked about the consequences of non-
adherence. They asked about safeguards fo mitigate risks of negative
consequences on patients, such as drug shortages.

m  Administrative burden of UPL implementation within an already highly regulated
environment and complex pricing system. Participants had concerns regarding
timing, logistics and the complexities of contract updates. They questioned if the
cost of these administrative updates could offset any potential UPL savings to
members. Participants also noted that in addition to any complexities added by a
UPL process, they currently experience increased complexity due to the
implementation of Medicare Maximum Fair Prices as a result of the Inflation
Reduction Act.

Recommendations

m Expansion of the UPL beyond the wholesaler/manufacturer level. Participants
explained that at the carrier level, premium calculations are based on utilization
trends and risk is pooled across the entire organization. They had concerns that
a UPL set at the manufacturer/wholesaler level and affecting individual
transactions may not have an appreciable effect on member premiums.

m  Set UPLs on an entire market basket, rather than individual drugs. As explained
above, setting a UPL for a single drug may shift utilization to non-UPL drugs. By
setting the UPL for an entire market basket, the UPL may have a more significant
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effect on costs, remove focus from a single manufacturer, and allow UPLs to be
set on new drugs.

m  UPL enforcement across the entire supply chain. Participants would like to
ensure the UPL is maintained within all transactions. They felt reimbursement
should have the same UPL as drug purchasing.

m Incorporation of lessons learned from other PDAB states. They recommended
use of a work plan that allows for course corrections, evaluations of lessons
fearned and ongoing process improvement.

Follow-up Iltems

m  UPL impact on rebates. Participants were curious how a UPL would affect the
current manufacturer rebate system.

m  Session 2 garnered very little input from attendees. As such, the Board may wish
to leverage additional means of engagement for carriers.

Next Steps

Following completion of all constituent group engagement sessions, Myers and Stauffer
will generate a final report for the Agency showing recommendations, concerns, and
obstacles identified at each stakeholder session and identified by any Agency provided
data. This report will include, but not be limited to, an executive summary outlining the
contents of the report that does not exceed two pages, as well as analyses of pre-
session survey responses and input collected during facilitated discussions (PO-44000-
00028053 Deliverable #3).
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Background

The Oregon Prescription Drug Affordability Board (hereinafter referred to as “PDAB,” or
“the Board”) was established in 2021 through Senate Bill 844. The purpose of the Board
is to protect residents of Oregon, state and local governments, commercial health plans,
health care providers, pharmacies licensed in Oregon, and other stakeholders within the
health care system from the high costs of prescription drugs. The Board is responsible
for annually identifying and reviewing nine drugs and at least one insulin product that
may create affordability challenges for the healthcare systems or high out-of-pocket
costs for patients in Oregon.

In June 2023, the Oregon Legislature passed Senate Bill 192, which tasked the Board
with developing a plan to establish upper payment limits (“UPL”) on drugs sold in the
State that are subject to the Board’s affordability reviews. The Board must report its plan
to the interim committees of the Legislative Assembly related to health in fall 2024. The
report must include an analysis of potential savings from, or costs of implementing, the
plan with respect to the State, as well as carriers (e.g., public and private health benefit
plans), hospitals, pharmacies, and consumers (hereinafter collectively referred to as
“constituents” or “constituent groups”).

In December 2023, the State of Oregon, acting through its Department of Consumer
and Business Services, Division of Financial Regulation, contracted with Myers and
Stauffer LC (“Myers and Stauffer”) (PO-44000-00028053) to provide prescription drug
consulting and outreach services related to SB192. As part of these services, Myers
and Stauffer is conducting focus group meetings with constituent groups as identified
and approved by the Board including, carriers, consumer organizations, hospitals, retail
pharmacies, Medicaid 340B covered entities, pharmaceutical manufacturers, pharmacy
benefit managers, and patient advocacy groups.’

Approach

Myers and Stauffer routinely conducts internal and external constituent engagement
activities designed to support well-informed and collaborative policy development. Given
the complexity of the subject matter associated with this particular engagement, the
unique experiences of the distinct constituent groups, and the potential for unintended
consequences associated with a UPL plan, we conducted a series of structured,
professionally facilitated constituent group engagement sessions designed to solicit
input on several key themes. A summary of our approach to these sessions is briefly
described below.

1 Note, pharmaceutical manufacturers and related entities, pharmacy benefit managers, and patient
advocacy groups were added as a subsequent contract amendment in May 2024.

1
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