Attorney General’s Report on Prescription Drug Cost Transparency
Pursuant to 18 V.S.A. § 4635
December 2, 2019

OVERVIEW

This report is submitted pursuant to 18 V.S.A. § 4635 (“Prescription Drug Cost
Transparency”). The statute requires that the Attorney General’s Office (“AGO”) provide a
report to the General Assembly on an annual basis. This report focuses on information provided
to the AGO by the Department of Vermont Health Access (“DVHA”), Blue Cross and Blue
Shield Vermont (“BCBS”) and MVP Health Care (“MVP”) for calendar year 2018.!

I Information Provided by the Department of Vermont Health Access

Pursuant to 18 V.S.A. § 4635, DVHA and health insurers with more than 5,000 covered
lives in Vermont for major medical health insurance (referred to below as “Health Insurers™) are
required to provide certain information annually about the increase in the price of prescription
drugs.

The statute requires that DVHA annually create two lists. The first, required by 18 V.S.A.
§ 4635 (b)(1)(A), is comprised of 10 prescription drugs (at least one generic and one brand
name) on which the State “spends significant health care dollars” and for which the wholesale
acquisition cost (“WAC”) 2 has increased by 50 percent or more over the past five calendar years
or by 15 percent or more during the previous calendar year. DVHA must rank the drugs on the
list from those with the largest to smallest increase, and state: whether it considers any of the
drugs to be specialty drugs; whether the drugs were included based on their price increase over
one year, five years or both; and provide DVHA'’s total expenditure for each drug. The WAC list
provided by DVHA is attached as Exhibit A.

! This report was prepared after discussing with legislative leaders the challenges of complying with the reporting
requirements of the statute. The AGO looks forward to working with the Legislature to address the
compliance challenges presented by, among other things, federal law which prohibits Medicaid from
providing drug-specific net cost information.

2 WAC is a manufacturer’s “list price” to a wholesaler and does not reflect the discounts and rebates
negotiated by wholesalers and other drug purchasers such as pharmacies, hospitals, pharmacy benefit
managers and payers.



The second list, required by 18 V.S.A. § 4635 (b)(1)(B), is comprised of 10 prescription
drugs (at least one generic and one brand name) on which the State “spends significant health
care dollars” and for which DVHAs net cost® has increased by 50 percent or more over the past
five years or 15 percent or more during the previous calendar year. DVHA must rank the drugs
on the list from those with the largest to smallest increase, state whether it considers any of the
drugs to be specialty drugs, and whether they were included based on their price increase over
one year, five years or both. (18 V.S.A. § 4635 (b)(1)(B)). The net cost list provided by DVHA 1is
attached hereto as Exhibit B.

The methodology DVHA used to create its 2018 WAC and net price lists is attached as
Exhibit C.

11. Information Provided by Vermont Health Insurers

Pursuant to 18 V.S.A. § 4635 (b)(1)(C), Health Insurers are also required to create a list of
10 prescription drugs (at least one generic and one brand name) on which the insurance plan
“spends significant health care dollars” and for which the insurance plan’s net cost* has
increased by 50 percent or more over the past five years, 15 percent or more during the previous
calendar year, or both. Each Health Insurer must rank the drugs on the list from those with the
largest to smallest increase and state whether it considers any of the drugs to be specialty drugs.
The public version of the 2018 net cost lists provided by BCBS and MVP are attached hereto as
Exhibits D and E, respectively. >

I11. Factors That Influence Manufacturers’ Drug Pricing

As observed by the AGO in its February 2018 Pharmaceutical Cost Transparency report,
manufacturers have identified several factors they consider in making pricing decisions, although
the weight they place on those factors seems to vary. The factors commonly mentioned as

impacting manufacture’s decisions to increase prices are listed below, in no particular order:

3 “Net cost” under 18 V.S. A. § 4635 (b)(1)(B) means the cost net of rebates and other price concessions.
*“Net cost” under 18 V.S. A. § 4635 (b)(1)(C) means the cost net of rebates and other price concessions.
> Health Insurers also provide the Attorney General’s Office with a list that includes the insurer’s actual
net dollars spent on each drug. That list is exempt from public inspection pursuant to 18 V.S. A. § 4635

(b)(I(C)().



e the value of innovative medicines;

e cost effectiveness (meaning the economic value to patients given the effectiveness of the
drug, compared to other drugs in the same class);

e the size of the patient population for the drug;

¢ investments made (including in research and development) and risks undertaken;

e rcturn on investment;

e fiduciary responsibilities;

e post-marketing regulatory commitments and ongoing pharmacovigilance (safety
surveillance);

e creation and maintenance of manufacturing facilities and capabilities, including the

ability to address drug shortages caused by production issues;

cost of ingredients;

competition, including for drugs in the same class;

the rate of inflation; and

percentage of sales in commercial versus Medicare or other government channels, and

the funds expended on assistance programs for people with limited resources or without

insurance which, in some measure, offset drug sales income.

IV. Analysis of Cost Information Submitted by DVHA and Health Insurers

Health Insurers provide the AGO with their net expenditures on a confidential basis.
Because federal law prevents DVHA from disclosing the net prices it pays for individual drugs,
it is unable to provide the AGO with the prices actually paid, even on a confidential basis. 42
U.S.C. § 1396r-8(b)(3)(D). DVHA has provided the gross dollar amount (WAC) it paid for
individual drugs, as depicted in Exhibit A, but those figures do not exclude any rebates and other
price concessions it receives. As a result, it is not possible to compare the net drug costs to the
Health Insurers and DVHA. As discussed below, there is no overlap between the drugs on the net

cost lists submitted by DVHA and the Health Insurers.

A. How DVHA and the Insurers Selected the Drugs on the Lists

As mentioned above, 18 V.S.A. § 4635 permits DVHA and the Health Insurers to compile
their lists based on either drug price increases of 50 percent or more over the past five years or
15 percent or more during the previous calendar year. For its WAC list, DVHA selected 4 drugs
based on five-year increases and 6 drugs based on one-year increases. (Ex. C., p.1). Its net cost

list also included a mix of drugs selected for their one-year and five-year increases. (Ex. C., pp.1-

2).



BCBS selected drugs with net price increases of 50 percent or more over the past five years,
and MVP selected drugs with net price increases of 15 percent or more during the previous

calendar year.

B. Generic and Brand Name Drug Price Increases

The statute requires that DVHA and the Health Insures list at least one generic and one
branded drug. DVHA listed one generic drug on its net list. That drug had the lowest percentage
increase of the drugs listed, but had the highest total WAC spend. The branded drug increases
ranged from a low of 20% for one year to a high of 730% for 5 years. Of the 5 generic drugs on
its WAC list, there was a wide percentage increase, in both the one-year and five-year categories.
One generic drug, for example, had a 94.99% one-year increase and a 250.41% five-year
increase, with the total $29,374 WAC price paid in 2018 being among the lowest DVHA spends
listed. While the WAC list showed the highest percentage price increases among the generic
drugs, there were also substantial increases of 51.68% to 86.59% among the brand name drugs.
The DVHA net price increase list and WAC price increase lists had no drugs in common.

BCBS and MVP each selected one generic drug, the price increases for which were
98.2% over five years and 44.6% over one year, respectively. MVP’s brand name drug increases
ranged from 21.4% to 67% over one year and BCBSVT’s brand name drug increases ranged
from 57.9% to 103.3% over 5 years.

Neither Health Insurer listed a generic or brand name drug that was common to either the

DVHA WAUC or net list.

C. Specialty Drugs

The statute requires that DVHA and the Health Insurers identify any “specialty drugs”
that appear on their lists. “Specialty drugs” are used to treat chronic, serious, or life-threatening

conditions and are often far more costly than traditional drugs.®

¢ They can cost thousands of dollars per month and may exceed $100,000 per year. There are few or no
low-cost generics. “Although there is no accepted definition of specialty pharmaceuticals, they generally
are drugs and biologics (medicines derived from living cells cultured in a laboratory) that are complex to
manufacture, can be difficult to administer, may require special patient monitoring, and sometimes have
Food and Drug Administration (FDA)-mandated strategies to control and monitor their use.”
https://www.healthaffairs.org/do/10.1377/hpb20131125.510855/full/. They may require specialized and
temperature-controlled shipping, storage and handling.

4


https://www.healthaffairs.org/do/10.1377/hpb20131125.510855/full/

DVHA identified one specialty drug on its WAC list for which the one and five-year
increases were 19.9% and 68.09%, respectively, and one on its net list, for which the one and
five-year increases were 21% and 52%, respectively.

All the drugs on the BCBS list were specialty drugs except for one.” As noted above, the
five-year percentage increase for those drugs ranged from 57.7% to 119.5%. MVP included two
specialty drugs whose prices increased 22.1% and 67% over a one-year period. The single drug

common to both Health Insurers’ lists is a specialty drug.

Conclusion

Pharmaceutical drug pricing is extraordinarily complicated. Each party in the drug
distribution chain (which includes manufacturers, wholesalers, pharmacy benefit managers,
pharmacies, health/plans/payers) is governed by myriad requirements, and they also have a
variety of interests. While it is clear there are ongoing sizeable drug price increases, the process
of preparing this report - including communications with DVHA and the Health Insurers over
many months - has demonstrated the challenges to providing the public with useable information

about pharmaceutical pricing.

” The single non-specialty drug was the generic that fulfilled the statutory requirement to include at least
one generic. It had a five-year percentage increase of 98.2%, but the actual net spend was significantly
lower than any other drug on the BCBSVT list.
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~~~_VERMONT

State of Vermont Agency of Human Services
Depariment of Vermont Heaith Access

280 State Drive, NOB 1 South [Phone] 802-879-5903

Waterbury, VT 05671-1010 [Fax] 802-879-5963

www.dvha.vermont.gov

18 V.S.A. § 4635- Pricing Transparency Drug List-DVHA Methodology
Date: 09/06/2019

Vermont law 18 V.S.A. § 4635, entitled “Prescription Drug Cost Transparency” requires the Department
of Vermont Health Access (“DVHA™) to create two lists of 10 prescription drugs each for which the gross
and net costs have increased by 50 percent or more over the past five years or 15 percent or more over the
past calendar year. DVHA’s Pharmacy Unit prepared data on drugs that meet the criteria per the
following methodology.

Methodology used for selection of drug list for 18 V.S.A. § 4635:

The data was supplied by DVHA’s Pharmacy Benefits Manager (PBM) Change Healthcare, based on
criteria supplied by DVHA and produced a detailed listing of all drugs that exceeded the threshold as
defined in statute. The final list of the top 10 drugs in each category was derived by reviewing these lists
in detail, taking into consideration the previous year’s lists, and brand, generic and specialty status. Net
spend was also considered when generating the ranking of the drugs in the “net cost” list.

TOP 10 GROSS AMOUNT PAID (Chart 1)

This list contains drugs for which the wholesale acquisition cost (WAC) increased by 50 percent or more
over the five-year period from 2014-2018 or by 15 percent or more in calendar year 2018. The WAC unit
price for all years was pulled as of December 31st of each calendar year. The data was then averaged and
grouped at the product name level. The data was initially sorted based on the highest total gross cost to
DVHA according to the list from which it was derived (1-year or 5-year). An additional list was sorted for
largest percent increase in WAC according to the list from which it was derived (1-year or 5-year).

DVHA included four of drugs that were in the top 20 of all drugs on the five-year list, and six drugs that
were in the top 20 on the one-year list. Our focus was on drugs that experlenced more recent and
significant price increases in CY2018.

TOP 10-NET AMOUNT PAID (Chart2)

This list contains drugs for whmh the net cost to DVHA increased by 50 percent or more over the five-
year period from 2014-2018 or by 15 percent or more in calendar year 2018. DVHA net cost was
calculated as pharmacy reimbursement minus any and all rebates. The total net cost for each NDC was
divided by the total quantity (ex. tablets or capsules) of the drug reimbursed by DVHA for that NDC to
obtain the Net Unit Cost for each drug. The data was pulled by Calendar Year, then averaged and grouped
at the product name level. The data was initially sorted based on the highest net paid amounts according
to the list it from which it was derived (1-year or 5-year). Another sort generated a list looking at the

highest average percent increase according to the list from which it was derived (1-year or 5-year).

Page 1 of 2



» The drug lists were further refined to assure that at least one generic and one brand appeared on each list,
and specialty drugs were identified. Specialty drugs were defined as per DVHAs posted list of specialty
drugs on the DVHA website at: http://dvha.vermont.gov/for-providers/specialtydrugweblist.pdf.

N

Since DVHA is prohibited from publishing drug-specific net cost information, the gross cost to DVHA
for each drug listed was provided as a benchmark. This will not align in rank order with the net cost of the
drug to the State.

A summary of the drug NDC’s analyzed appears below:

Page 2 of 2
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