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FOREWORD

The Foreword to the sixth PDL report advised readéia new and revised format for the
twice-annual reports, including the incorporatidradHistorical Summary” section that
highlighted the significant findings from prior r@ps. We have continued the new format
for this, the seventh, PDL report, and hope yod firuseful. This report utilizes claims with
dates of service from October 1, 2006 through M&Eh2007 as the basis for analyses.

Should you wish to review prior PDL reports, thegynbe located at the following web
locations:

www.indianamedicaid.com/ihcp/PharmacyServices/hiifia_reports.aspor
www.indianapbm.com

As previously expressed, we hope all readers fiedd reports helpful in gaining a better
understanding of the Indiana Medicaid Preferredgilrist and the substantial clinical and
financial benefit that it provides to the progranddahose whom the program serves.

--ACS Government Healthcare Solutions
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GLOSSARY OF TERMS IN THIS PDL REPORT

Note: the words “medications” and “drugs” are uséaterchangeably in this report.

Behavioral health drugs—For purposes of PDL reports, the terms “behavibealth drugs”
and “mental health drugs” are synonymous. Both senefer collectively to
antidepressants, antipsychotics, anti-anxiety nadidics, and so-called “cross-
indicated” medications.

Cross-indicated drug—Defined in Indiana statute at IC 12-15-35.5-2 aslfug that is used
for a purpose generally held to be reasonable ogpiate, and within the community
standards of practice even though the use is ohtded in the federal Food and Drug
Administration's approved labeled indications fog tirug.”

Triple A/cross-indicated drugs (or “3A/cross-indicated drugs”)—For purposes oflPD
reports, triple A/cross-indicated drugs are “bebeali health drugs” (synonymous
with “mental health drugs”).

PDL exception—Refers to situations in which prior authorizatiemequired for a claim for
a drug that is included in a drug class that igestitio the preferred drug list.

Report period—Comprised of claims with dates of service durirgpeacific period of time.
For example, the seventh PDL report has a repoigef October 1, 2006 through
March 31, 2007, and is based on claims with dadtesmice during that period of
time.

Federal rebate shifts—the difference between total federal rebates @faitior therapeutic
classes plus federal rebates of any new therapeatses added to the PDL in the
current reporting period minus total federal rebatkthe therapeutic classes from the
prior reporting period.
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OBJECTIVES

The goal of this and prior reports is to evaluagdverall impact of the Indiana PDL

program upon costs (prescription and medical) axceéss to care for Indiana Medicaid
recipients.

Specifically, the four objectives in accordancehwitdiana Code 12-15-35-28(h) are to
evaluate:

1.) Any increase in Medicaid physician, laboratory, orhospital costs or in other
state funded programs as a result of the preferredrug list.

2.) The impact of the preferred drug list on the ability of a Medicaid recipient to
obtain prescription drugs.

3.) The number of times prior authorization was requeséd and the number of times
prior authorization was: (A) approved and (B) disgproved.

4.) The cost of administering the preferred drug list.

10/4/07
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KEY FINDINGS

The key findings resulting from analyses of the attpof the Indiana PDL program
conducted for the prior and current reports atediss follows.

1. Estimated PDL Program Savings$

Estimated savings from the PDL program implemeaiaith 2002 to present are as
follows:

. Program savings before administrative costs are dedted:
Estimated savings to the program from the PDL @moyfafter Federal
rebates are considered) before administrative esstdeducted are
approximately$29.15 million Supplemental rebate savings after 4 %
years of operation are approximat&Bi7.73 millionand that amount is
addition to savings obtained through the regulak Bibgram. Therefore,
total savings areapproximately $56.87 million

. Approximate administrative costs:
The costs to administer the PDL program over the-§ear period are
approximately$5.40 million.

. Net estimated savings:
Total estimated net savings since the PDL progsanteption, after
deducting administrative costs, are approxima$ély.47 million.

2. Once Indiana Medicaid Recipients Switched from Nomreferred to Preferred
Medications, the Vast Majority Did Not Switch Backto Non-preferred
Medications.

3. No Negative Impact Upon the Ability of Indiana Medtaid Recipients to Obtain
Prescription Medications

Repeated analyses have shown no evidence to suggetie ability of Indiana
Medicaid recipients to obtain prescription medioas has been compromised or that
quality of care for recipients has suffered assalteof the PDL program. More
importantly,adherence by the recipient to the prescribed drugagimenwas

Y NOTE: All dollars mentioned throughout the repos state and federal funds unless specifically stated
otherwise.
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determined to be the primary issue, not whethapieas were taking a preferred or
non-preferred medication.

Medical Expenditures have No Statistically Signifiant Differences

Repeated analyses have shown that the PDL progamdt resulted in any
statistically significant differences in overall dieal expenditures for recipients
impacted by the PDL as compared to recipientsmpacted by the PDL.

Behavioral Health Drug Expenditures

From 2003 through September 2005, behavioral healitys have constituted over
30% of Indiana Medicaid prescription drug expendisu Behavioral health drugs
have represented approximatdly% of such expenditures from 2006 up through the
study period of this (the™ report.

The Mental Health Quality Advisory Committee (MHQARas been tasked with
developing guidelines and programs that promotegpijate use of mental health
medications.

KEY OBSERVATION: PDL SAVINGS SUMMARY

Over the entire 42-year PDL program, the overall pharmacy
savings is estimated to be $29.15 million plus an additional
$27.73 million in estimated supplemental rebates for a total
$56.87 million. Administrative costs are $5.40 million for a
total net estimated savings of $51.47 million over 47- years.

2 See Pages 30-31 for the detailed evaluation of Indiana Medéajients’ adherence to their prescribed
therapy.
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RECOMMENDATIONS

Over time, this report has included recommendationsnproving the PDL and its
associated processes in order to maximize thecaliand fiscal benefits that the PDL
provides. Recommendations from prior reports Haean reviewed in the context of the

results of the analysis of the current reportingqee(see page 9 for details pertaining to that
analysis), and current recommendations are asafsilo

1. Criteria used in prior authorization determinationt be reviewed to determine

where such criteria could and should be made mapeogriate in ensuring clinically
and fiscally responsible drug therapy.

2. Continue analysis of new medications and monitofamgnew therapeutic classes in
order to determine whether or not PDL review isassary.
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ANALYSIS OF THE CURRENT REPORTING PERIOD

This report evaluated Indiana PDL program operataiuring the current reporting period --
dates of service from October 1, 2006 to March2BD7. This evaluation involved 68
therapeutic classes from 50 to 55 months after pidlgram implementation. This section of
Report #7 addresses topics as specified in théatitggislation and as referenced in the
“Key Findings” portion of this report.

1. Estimated PDL Program Savings

Total estimated savings (after Federal rebates w@rsidered) were approximately
$3.12million. Associated supplemental rebate savings wereaippately$3.36
million. The combined PDL program and supplemental refmtmgs total was
approximately$6.48 millionfor the six-month reporting period. The costsdmaister
the PDL program were approximately $675,000 forsilxemonth reporting period. The
net estimated PDL program and supplemental rebateavings after deducting
administrative costs for the PDL program were apjpnately $5.81 million for this
reporting period.

Preferred Drug Market Share Shifts

Overall, the preferred drug market share shiftecthfi75.2% before implementation to
95.8% after Year 1, and hemmained fairly steady at approximat®ly.8% preferred
throughout, up to this reporting period, tHehhlf of Year 5 (October 1, 2006 to March
31, 2007). In general, once recipients switchegréferred medications, they tend to
remain on preferred medications.

Net Savings Estimates: Current Reporting Period

Table 1 (next page) depicts estimated net savingkiding Federal rebate savings plus
supplemental rebate savings. Table 2 (next pag@rids the pharmacy benefit net
savings (after deductions for CMS [standard Fetlezbhte shifts& after PDL program
administration costs) plus savings from suppleneetzates for the current reporting
period.

3 Estimates include both state and federal share.

* Federal rebate shifts are defined as the difference betweéfettgral rebates of the old therapeutic classes
plus federal rebates of any new therapeutic classes adtielR®L in the current reporting period minus total
federal rebates of the old therapeutic classes from therpporting period.
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Table 1. Number of Classes, Rebate Shifts & Estimated Savings®
for the October 1, 2006 to March 31, 2007 Reporting Period

Estimated
# Classes | Savings from

Estimated Net

Estimated Net Savings®
Minus (Federal Rebate

Affected Market Share Estimated Savings® Shifts) Plus (Supplemental
e 6 Federal - Supplemental ! N
by the Shifts” before Rebate Minus Rebate Savinas Rebate Savings) =
PDL Federal Shifts (Federal 9 Estimated Net Savings
Program Rebates are Rebate Shifts) including Supplemental
Considered Rebates
- $1.99 - - -
68 $5.11 million million $3.12 million $3.36 million $6.48 million

The savings formula is as follows:

Step 1. (Estimated Savings from Market Share SBefere Federal Rebates are Considered)

Minus (Estimated Federal Rebate Shifts) = Esthdet Savings Minus (Federal

Rebate Shifts).

Step 2. Estimated Net Savings Minus (Federal Rebiaifes) plus (Supplemental Rebate
Savings) = Estimated Net Savings including Suppletad Rebates

Step 3. (Estimated Net Savings including Suppleaid®¢bates) Minus (Approximate Cost
of Administering the PDL) = Estimated Final Net 8ms

Table 2. Estimated Net Savings’ minus Approximate Cost of Administering the PDL
for the October 1, 2006 to March 31, 2007 Reporting Period

(Estimated Net Savings®)

Minus (Federal Rebate Shifts) Plus
(Supplemental Rebate Savings) =

Approximate Cost
of Administering the

(Estimated Net Savings®)
Minus (Federal Rebate Shifts) Plus
(Supplemental Rebate Savings) Minus
(Approximate Cost of Administering the

Estimated Net Savings including PDL PDL)
Supplemental Rebates = Estimated Final Net Savings
$6.48 million $675,000 $5.81 million

® All savings and net savings are estimated.
® Estimates include both state and federal share.
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Report Period Seven: Partitions of Drug Expenditures

The total pharmacy expenditures for fee-for-serWieglicaid program for this report was
approximately $1502million (Chart 1). This figure includes four majcategories
partitioned by approximate paid amount:

« PDL Applicable — PDL Classes with Potential to Eff€hange (7.1%) = $10.73 M

« PDL classes with limitéthenefit @>95% preferred prior to implementation (24.0%)
=$35.99 M

» Triple A/Cross-Indicated Drugs (considered preféper statute) (39.5%) = $59.37 M

» Classes Not Review&(P9.4%°) = $44.11 M

Partitions of Drug Spend - 2" Half Year 4 to 1°' Half Year 5
(Report Period: October 1, 2006 to March 31, 2007)

Total Drug Spend (Amount Paid by Service Date) = $150.2 Million

46 of 68 Classes
with greater than
or equal to 95%
24.0% Preferred Drugs
Drug During Evaluation

Spend Period

Classes Not
Reviewed
(29.4% Drug
Spend)

68 Classes
Covered by PDL

' Program
Triple A/Cross- (31.1% of Drug
Indicated Drugs Spend)

w/ Automatic
Preferred Status
(39.5% Drug
Spend)

22 of 68 Classes
with Potential to
Effect Change

7.1% Drug
Spend

Chart 1. Partitions of Total Drug Expenditures ($150.2 Million): 10/1/06 to 3/30/07

Source: ACS Government Healthcare Solutions Analysis of OMPP data.

Total pharmacy benefit neavings (after accounting for CMS [standard Fd{iezhate
market share shifts, plus supplemental rebate gayvand deductions for cost to
administer the PDL program) were approximat&sy81 million for the time period
October 1, 2006 to March 31, 2007.

" Estimates are from October 1, 2006 to March 31, 2007 sldata by date of service and include both state
and federal share. It does not include rebates Indianaeddeom drug manufacturers as part of the
Medicaid federal rebate program or state supplemental rebatapro@ollar amount includes drug
ingredient costs plus dispensing fees. Also note thaseewpenditure shifting due to Medicare Part D,
implemented January 1, 2006.

8 Exactly 95.8% were preferred medications at the beginnittiedirst half of Year 5.

° Classes of medications that have not been reviewed forsRils as of October 2006.

10 Expenditures for classes not reviewed slightly decreasagacentage of total spending from théHalf of
Year 4 to the % half of Year 5 because 3 additional classes were added Ritheeview list during this
reporting period.
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2. Behavioral Health Drug Expenditures

From 2003 through September 2005, behavioral hdalitys have constituted over 30%
of Indiana Medicaid prescription drug expenditur8ghavioral health drugs have
represented approximated)% of such expenditures from 2006 up through theystud
period of this (the ¥ report.

The Mental Health Quality Advisory Committee (MHQARas been tasked with

developing guidelines and programs that promotegpiate use of mental health
medications.

3. Preferred Drug List (PDL) Program Prior Authorizati ons

PDL program prior authorizations (PAs) request@graved, and disapproved (or
denied) are listed in Table 3 below. When PAsrageiested for non-preferred
medications, they are approved 98.8% of the time.

Table 4 (pp. 13-14) shows PDL PA activity, broken by therapeutic class.

Table 3. Preferred Drug List Prior Authorizations (PDL PA) Summary

Average
# Total All #
. . - # % # % # %

Time Period Utilizers PAs Approved . .

per Requested Approved | Approved pupm* | Denied | Denied |Suspended [Suspended

Month

First 6 months - FFY06
(10-1-06 to 3-31-07) 112,738 | 8,136 | 8044 | 988% | 00119 | 78 | 1.0% 14 0.2%

15" Half of Yr 5 — Report
#7

* Per utilizer per month (PUPM)
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Table 4. Number of PDL PAs by PDL Therapeutic Class*

INDIANA MEDICAID - PA TOTALS PDL Program (Oct 06 to Mar 07)
PDL Therapeutic Class Grouping Approved | Denied | Suspended
ACE Inhibitors 19 0 1
ACEI with CCB 47 0 0
ACEI with Diuretics 6 0 0
Acetaminophen Limits 17 0 0
Agents to Treat COPD 104 1 0
Alpha Adrenergic Blockers 0 0 0
Angiotensin Receptor Blockers (ARBS) 253 0 0
Antidiabetic Agents 117 0 0
Antiemetic - Antivertigo Agents 66 2 0
Antifungal Oral 104 0 1
Antifungal Topical 21 0 0
Antipsoriatics 3 0 0
Anti-Ulcer - H Pyloric Agents 49 0 0
Antiviral Anti-herpetic Agent 75 2 0
Antiviral Influenza Agents 2 0 0
ARBs with Diuretics 66 1 0
Benign Prostatic Hypertrophy 0 1 0
Beta and Alpha/Beta Blockers 150 1 0
Beta Adrenergics and Corticosteroids 136 0 1
Bile Acid Sequestrants 32 0 0
Brand NSAIDS 41 4 0
Calcium Channel Blockers 122 0 0
Calcium Channel Blockers w/HMG CoA Reductase 6 0 0
Cephalosporins 7 0 0
Cox-2 Inhibitor 352 25 0
Eye Antibiotic- Corticosteroid Combo 0 0 0
Eye Antihistamines 3 0 0
Fibric Acids 28 0 0
Fluoroquinolones 20 1 0
Forteo 13 0 0
H2 Antagonists 99 0 0
Hematinics 0 0 0
Heparin and Related Products 3 0 0
HMG CoA Reductase Inhibitors (Statins) 7 0 0
Inhaled Glucocorticoids 272 1 0
Injectable Hypoglycemics (New Implement Dec06) ** 359 0 0
Inspra 2 0 0
Ketolides 15 0 0
Leukocyte Stimulants 26 1 0
Leukotriene Receptor Antagonists 170 0 0
Long Acting Beta Agonists 40 0 1
Macrolides 37 1 0
Miotics- OIPR 35 0 0

" The PDL classes were broken into 68 classes for evaluhterever, only 66 classes are listed in Table 4.
This is because injectable hypoglycemics is listed as ongioléise PA table but was split into 3 therapeutic
classes based upon mechanism of action of the class durirgptiteevaluation; therefore, the number of
classes are equal.
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Table 4. — continued --

PDL Therapeutic Class Approved| Denied | Suspended
Narcotics 1,006 8 4
Nasal Steroids and Antihistamines 119 2 0
Non-Sedating Antihistamines 706 5 1
Ophthalmic Antibiotics 10 0 0
Ophthalmic Mast Cell Stabilizers 3 0 0
Otic Antibiotics 20 0 0
Other Lipotropics 84 1 0
Platelet Aggregation Inhibitors 12 0 0
Proton Pump Inhibitors 1,895 5 1
PPI/NSAID Combination 7 0 0
SERMS - Bone Resorption Agents 38 3 1
Short Acting Beta Agonists 345 0 0
Skeletal Muscle Relaxants 326 2 1
Smoking Deterrent Agents 2 1 0
Stadol 0 0 0
Systemic Vitamin A Derivatives 2 0 0
Thiazolidenediones 60 0 0
Topical Estrogen Agents 5 0 0
Topical Vitamin A Derivatives 48 0 0
Triptans 68 0 0
Urinary Tract Antispasmodics — Anti-incontinence 197 3 0
Vaginal Antimicrobials 22 0 0
Wound Care 145 7 2
PA TOTALS from PDL Program 8,044 78 14

4. No Negative Impact Upon the Ability of Indiana Medtaid Recipients to Obtain
Prescription Medications

Repeated analyses have shown no evidence to suggegie ability of Indiana

Medicaid recipients to obtain prescription medigas has been compromised or that
quality of care for recipients has suffered assalteof the PDL program. More
importantly, adherence by the recipient to the gnibed drug regimen was determined to
be the primary issue, not whether recipients wakag a preferred or non-preferred
medication.

For Report #7, a total of 62,174 unique recipiéras paid and denied claims in the 21
therapeutic classes followed, of which only 1,1€Gipients (1.8%) had a denied claim.
Seventy-one of the 1,107 recipients had a dengathalith no subsequent paid claim
because they were no longer eligible. Of the 1j@8ients still eligible who had a
denied claim, 961 (92.8%) had a subsequent paichclanly 4 recipients (0.4%) had a
denied claim without a subsequent paid claimOver 95% of the recipients who had
denied claims with no subsequent paid clamese attempting to obtain early refills of
medications. Not being able to receive an eafill does not entail that a recipient went
without medication (see discussion below).

10/4/07
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Of the 961 recipients who had a denied claim asdbsequent paid claim, 886 (92.2%)
had a paid claim within 24 hours to 30 days ofdbrial. Another 50 (5.2%) had a paid
claim within 31 to 45 days of the denial. Twenityef(2.6%) recipients having a denied
claim had a paid claim within 46 to 180 days ofdemial. Finally, only 4 recipients
(0.4%) having a denied claim did not subsequerdleha paid claim during the 180-day
period.

The total of 75 recipients who had a claim denidhwa subsequent paid claim 31 to 180
days laterdid not necessarily go without medication, as possible that some of these
recipients had samples or other medications at hantetherefore did not request the
medication again until they needed it. Of thepasits who did not have a subsequent
paid claim, it is impossible to determine how mahgny, may have had other supplies
of medication on hand and how many may no longee Imeeded the medication.

The 0.78% of recipients not having a related chaithin 30 days of a denial in the first
year strongly suggests a minimum impact on rectpiehthe PDL prior authorization
policies. In addition, denials diminished in lagsaluation periods as providers gained
experience with the PDL program. This is evidenogdimilar data for successive time
periods: 0.023% at 26 months, 0.013% at 31 mo6ths2 at 49 months, and 0.4% at
55 months. In the current reporting period, three therapeutic classes were added to
the PDL program, and the number of recipients wdub ¢laim denials rose slightly and
temporarily to 2.3% of all recipients, at 55 mon#fier the program began. However,
the percentage of recipients who had denials vabisequent paid claims within 30 days
of the denial remained relatively constant overgplorting periods. The percentage of
recipients who had claim denials without subsegpard claims has also remained
relatively constant and low over all reporting pels, at a range of approximately 0.04%
to 0.4%.

In summary:

» The proportion of users who had denied claim @uPDL program was low.
In this analysis period, only 1.8% of recipientbjeat to the PDL had a denied claim
at all and of those only 4 recipients (0.4%) hakkaied claim with no subsequent
paid claim within 180-days.

« Recipient ineligibility explains why some deniediohs did not result in a
prescription being filled for a medication in therse or a related class.
Seventy-one (6.4%) of the 1,107 recipients who B&peed a denied claim with no
subsequent paid claim were no longer eligible.

« Those recipients seeking to refill their pregstions early caused claim denials, due to
early refill ProDUR alerts.

« Four utilizers (0.4%) who had a denied claim haalagms for follow up medication
in the same or a related class within 180 daybettent. Even those four utilizers
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may have had sample medications, other medicaéibheme, or may have no longer
needed medication therapy.

5. Medical Expenditures Have No Statistically Sigiicant Differences

Repeated analyses have shown that the PDL progaamdt resulted in any statistically
significant differences in overall medical expendis for those recipients impacted by
the PDL as compared to those recipients not impaxyehe PDL.

For Report #7, of the therapeutic classes evaluatentall medical expendituresof
recipients affected by the PDL program were nob@ssed with any statistically
significant differences (p=0.22) when comparedetmpients not affected by the PDL
program (already taking preferred medications pgoaand after PDL implementation, or
already taking non-preferred prior to and afterlenpentation). In other words,
recipients affected by the PDL program were nob@ssed with any statistically
significant differences in overall medical expendis when compared to recipients not
affected by the PDL program measured at 50 to Satimscafter PDL implementation.
This finding is consistent with Reports #1 through#6.

Furthermore, of the therapeutic classes evaluaegdden 50 and 55 months after PDL
implementationspecific medical service types were examined’here was no evidence
to suggest that specific medical expenditures @ssutwith other health care providers
(e.g., laboratory, emergency room or hospital) wegber on a wide, systematic scale for
recipients who switched to preferred medicationwere already taking preferred
medications versus recipients who were taking nafiepred medications.

In sum, of the therapeutic classes evaluaiedrall and specific medical expenditures
of recipients affected by the PDL program wereasstociated with any statistically
significant differences when compared to recipientsaffected by the PDL program
(already taking preferred medications prior to aftdr PDL implementation).

It must be noted that we can only determine asgonianot causality. This report was
not a randomized, controlled design since Medipaitents were not randomly assigned
to take preferred or non-preferred medicationgetioee, only association or lack of
association can be determined.
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HISTORICAL SUMMARY

This section gives a short history of the PDL pawg’s genesis and a short history of what
prior reports (Reports 1 — 6) have shown — indigljuand collectively.

In the past, much historical information has begmied forth from report to report. In an
attempt to condense the size of these twice-anmepalts, beginning with Report 6, we have
synthesized information into this “Historical Surmyiasection that lists the notable findings
from each iteration of the PDL Report. This Higtal Summary section will be updated as
time progresses and additional reports are isSuBetailed information that was included in
prior reports that is not carried forth into thestdrical Summary (again, for the purpose of
conciseness) remains publicly available via copfgwior reports that are website-accessible
(seewww.indianapbm.comor

www.indianamedicaid.com/ihcp/PharmacyServices/hiifia reports.agp Please refer to

the web site if you would like to read an earligpart in its entirety.

The Historical Summary section is organized intadiegs as follows:
Preferred Drug Market Share

Estimated PDL Program Savings

Partitions of Prescription Drug Expenditures

PDL Program Prior Authorizations (PA) Totals

Access to Prescription Medications

Impact of the PDL Program Upon Medical Costs

QA WNE

1. Preferred Drug Market Share

Overall, thepreferred drug market share shifted from approximately5.2% to 95.8%
during the Year 1 period, then shifted slightly bb&mvard non-preferred medications to
approximately93.8% preferred at the end of Year 2. The preferred adnarket share
then increased 188.7% for the £' half of Year 3, then decreased slightly bacR504%
preferred at the end of the second half of Yeaf I3 preferred drug market share has
remained steady at approximatély.8% preferred throughout Year 4 and including the
most recent evaluation period, thiéHalf of Year 5 (October 1, 2006 to March 31, 2007)
The preferred market share is listed for each Rigkapeutic class in Appendix 1.

2. Estimated PDL Program Savings: All Reports Augustl, 2002 to March 31, 2007

Table 5 depicts the total pharmacy benefitgatings including supplemental rebates
(after deducting CMS [standard Federal] rebatdshiid PDL program administrative
costs) for each period evaluated over the entireyars.

2NOTE: Information in this section has been excerpted figor reports. If data or typographical errors
were found in re-reviewing the historical section thdbfes, they will be corrected in this and future reports;
however, they will not be corrected in the historical documeontained on the websites listed above.
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Table 5. Number of Classes, Rebates & Estimated Net Savings'®

Originally Reported . 13
Time Period Total (Total Net Savings in prior PDL (Total N_et Savings
# Estimated Savings™ Reports 1 - 6 before Estimates)
Classes | Savings from Total Estimgtes addlion Supplemental Approximate Minus (Federal Rebate
Affected | Market Share Estimated ; ) Supplemental g suppie Cost of Estimates) Plus
e 14 Minus A Rebate Savings L .
by the Shifts Federal Rebate Savings 3 : Administering (Supplemental Rebate
: (Federal (Estimated Net Savings) - .
PDL before Rebate Shifts : the PDL Savings) Minus
Rebate Minus (Federal Rebate .
Program Federal Esti Shifts) Mi PDL (Approximate Cost of
Rebates stimates) : s) |r!us( Administering PDL)
Administrative Costs)
No
Year 1 - - - - - -
(8/1/02 to 7/31/03) 52 $12.43 million $3.52 million $8.91 million Supplemental $8.91 million $1.13 million $7.78 million
Rebate Program
Year 2° No
54 $2.06 million $0.93 million $1.13 million Supplemental $1.13 million $1.12 million $175,000
(10/1/03 to 9/30/04) Rebate Program
1* half Year 3 . . . T . -
(10/1/04 to 3/31/05) 62 $1.99 million $0.13 million $1.86 million $6.08 million $1.30 million $562,500 $7.37 million
2" half Year 3 67 $10.96 million | $1.73 milion | $9.23 million | $7.81 million $8.67 million $562,500 $16.48 million
(4/1/05 to 9/30/05) : : : : : : .
1 half Year 4 64 $4.53 milion | $1.59 milion | $2.94milion | $7.59 million $2.27 million $675,000 $9.86 million
(10/1/05 to 3/31/06) : : : : : ' :
2" half Year 4 . . . . . .
(4/1/06 to 9/30/06) 65 $2.92 million $0.96 million $1.96 million $2.89 million $1.29 million $675,000 $4.17 million
1* half Year 5 - . . - -
(10/1/06 to 3/31/07) 68 $ 5.11 million $ 1.99 million $3.12 million $3.36 million -- $675,000 $5.81 million
$40.00 $10.85 $29.15 - - L7
SubTotal million million million $27.73 Million $5.41 million $51.47 million
GRAND TOTAL Net Savings (since implementation) — $51.47 Million

1 Reason for Increased Savings frothHalf to 2 Half of Year 3: See next page

13 All savings and net savings are estimated.

14 Estimates include both state and federal share.

5 The break in months between the first and secwatliation of the PDL program was because CMS Fé&etaates are produced by quarters. To account for
CMS Federal rebate shifts, the data must be ardiyzihe same quarter periods as rebates are neglasbor example, if Federal rebates are analyzdd a
calculated by the quarter (October 1, 2006 to DéezrB1, 2006) then the savings net Federal andl@upptal rebates needed to follow the same quarters

16 Report #3 reported supplemental rebate savingsiéoDctober 04 to March 05 period as $6.81 milligvter all adjustments were made, the supplententa
rebate savings changed to $6.08 million; therefeupplemental rebate savings were adjusted acgbydinReport #4 and all reports going forward.

" Sums are not exact due to rounding.
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t Reason for Increased Savings from 1% Half to 2" Half of Year 3t

The large increase in net savings from the firtdfayear 3 to the ¥ half of Year 3
illustrated in Table 4 was attributable to two tast 1.) Federal CMS rebate savings
resulting from large changes in the PDL progranat, &) Savings resulting from less
utilization due to implementation of step edits guodntity limits. Most of the savings
came from a few classes. For example, the ‘Braahé&Narcotics’ therapeutic category
jumped from 92.4% preferred to 99.3% preferred difidnally generic oxycodone ER
80mg and fentanyl patches were placed on the peefdist while Palladone® was placed
on the non-preferred list. Fentanyl was limited @patches per 30 days, and a step edit
was added to Palladone® (which was removed fronketan mid-July). Step edits,
guantity limits and shifting of agents on the Pt tesulted in a net savings of
approximately $5.5 million in this one Narcoticetapeutic class alone.

A similar situation occurred with the gastrointeati(Gl) agents therapeutic class,
‘Proton Pump Inhibitors (PPIs).” Omeprazole swadHrom prescription to an over-the-
counter drug and a step therapy edit was implerdeetguiring new patients to try an H
blocker or OTC Prilosec® prior to receiving a preéel PPIl. Prevacid® changed from
PDL neutral to non-preferred; while a step theragy was implemented with a quantity
limit of one capsule per day for Nexium®. Stept®djuantity limits and shifting of
agents on the PDL list resulted in a net savinggproximately $3.5 million in the Gl
therapeutic category.

Finally, the ‘Non-sedating Antihistamines’ therapewlass had several changes.
Allegra® was switched to non-preferred; step edigse added so that patients must fail a
trial of OTC loratadine before obtaining other remdating antihistamines whether
preferred or non-preferred; and, quantity limitgevenplemented for the non-preferred
drug Allegra®. Step edits, quantity limits andfghg of agents on the PDL list resulted
in a net savings of approximately $1.4 million iniNSedating Antihistamine therapeutic
class.

In sum, changes from preferred to non-preferredteceshifts in net CMS rebates

resulting in savings. Additionally, step theramyte and quantity limits have resulted in
substantial savings by lowering utilization of erpiwe medications.

3. Partitions of Prescription Drug Expenditures

Behavioral Health Drug Expenditures

Behavioral health drugs constituted over 30% ofdnd Medicaid prescription drug
expenditures from 2003 to 2005, and behavioraltheaédications represented
approximately40% of such expenditures from 2006 through the tinméogeof this (")
study, March 31, 2007. The Mental Health Qualigvsory Committee (MHQAC) has
been tasked with developing guidelines and progitaatspromote appropriate use of
mental health medications.
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Report Period One: 8/1/02 to 7/31/03 - Partitions of Drug Expenditures

The total pharmacy expenditures for the Primarye@ase Management and Fee-For-
Service Medicaid program for the annual date ofiserperiod of 8/1/02 to 7/31/03 were
an estimated $642million (Chart 2). This figure includes four majcategories
partitioned by estimated paid amount:

. PDL Applicable — PDL Classes with Potential to Eff€hange (24%) = $154 M

. Triple A/Cross-Indicated (considered preferredsiatute) (31.1%) = $200 M

¢  Classes Not Review&(27%) = $173 M

. PDL classes with limitefbenefit @>95% preferred prior to implementation
(18%) = $116 M

Partitions of Drug Spend - Implementation to Year 1
(Report Period: 8/1/02 to 7/31/03)
Total Drug Spend (Amount Paid by Date of Service) = $642 Million

27 of 52 Classes
with greater than or
equal to 95%

0,

18% Drug L~ Preferred Market
Spend Share Prior to PDL

Implementation

Classes Not
Reviewed
(27% Drug

Spend)

52 Classes
Covered by PDL

Program
Triple A/CrosS= (42% Drug
Indicated Drugs Spend)

24% Drug
Spend \25 of 52 Classes
with Potential to

Effect Change

w/ Automatic
Preferred Status
(31% Drug
Spend)

Chart 2. Partitions of Total Drug Expenditures ($642 Million) from 8/1/02 to 7/31/03

Source: ACS Government Healthcare Solutions Analysis of OMPP data.

Total annualized pharmacy benefét savings (after accounting for CMS [standard
Federal] rebates after market share shifts, andafiess for PDL program administrative
costs) in thés2 PDL classes implemented and evaluated from Augus, 2002 to
September 30, 2008Year 1 post-PDL implementation) were estimatedd®7.78

million .

18 Estimates are from 8/1/02 to 7/31/03 claims data by datervice and includes both state and federal share.
It does not include rebates Indiana received from drug mantdestas part of the Medicaid federal rebate
program. Dollar amount includes drug ingredient costs gispensing fees.

¥ Drug classes of medications not on the PDL program frogusét 2002 to August 2003.

2 Over 95% of market share were preferred medications prioyiementation.
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Report Period Two: 10/1/03 to 9/30/04 (FFY 2004) Partitions of Drug Expenditures

The total pharmacy expenditures for the Primarye@zase Management and Fee-For-
Service Medicaid program for the annual date ofiserperiod of 10/1/03 to 9/30/04
were an estimated $73énillion (Chart 3). This figure includes four majcategories
partitioned by estimated paid amount:

PDL Applicable — PDL Classes with Potential to Eff€hange (14%