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Key Messages

* In recent years, most provincial legislative changes
have lead to an increase in drug costs for private
payers.

e Ontario legislative changes have lead to cost
reduction for private payers in Ontario... and Quebec.

« Alignment by all private payer stakeholders will be
key in order to adopt and implement plan tools that
can help reduce and control drug costs.
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Ontario’s Transparent Drug
System for Patients Act
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System for Patients Act

Main changes since April 2007
1. Off-Formulary Interchangeability (OFI) changes

2. The MedsCheck program

3. Reporting of professional allowances
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System for Patients Act

1. Off-Formulary Interchangeability (OFI)

 OFI expands the generic substitution for drugs
that are not listed on the ODB Formulary.

 OFl targets the private sector.

e Since its introduction, many new multiple source
drug products have been approved.

Optimizing the value of health benefits



The Transparent Drug
System for Patients Act

ESI CANADA®

Impact: OFI Generic Substitution has lead
to lower Drug Spend for private plans
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*The analysis was done on the 7 OFI molecules approved on June 6, 2007
(clonidine, mefloquine, paroxetine, sumatriptan, tizanidine, glimepiride, gabapentin)
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2. The MedsCheck program

9 months after the launch of MedsCheck:
— 153,537 patients had received a review; and

— 98% of pharmacies had provided a service to an eligible
patient at least once.

(Source: Ministry of Health and Long-Term Care)

Impact:

 Penetration is about 1.2% of the total population,
ODB recipients included.

 Modification of patient consuming habits and
pharmacy service offering could create pressure to
cover cognitive fees where/when they are not
covered by the public sector.
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. Contrat
d’assurance

An example:

« AQPP has published
In the March 2008
Issue of the Journal
de I'Assurance an ad
promoting the
Inclusion of

pharmaceutical
services in private o HEREE E |
P lans. fnpmin st et ;::i:}.j.::;; |

un régime a valeur ajoutée & vos clients.
Woild autant de raisons dintégrer dans vos contrais
d'assurance une couveriune pour les services pharmaceutigues.
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3. Thereporting of professional allowances

 Pharmacies must now provide:

— the amount of all professional allowances received
(public and private)

— the total amount of all professional allowances monies
expended by pharmacy (for private and public services)

Impact:

* No direct benefit for private payers as the 20%
limit on professional allowances does not apply
to the private sector

* Increase in transparency and monitoring
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Cancer Care Ontario
(CCO)
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Cancer Care Ontario (CCO)

— Flash-Back on CCO

o Patients may have their prescribed non-formulary
iIntravenous (IV) cancer drugs administered in a
designated hospital or in a private infusion clinic.

A Provincial Working Group (PWG) developed
recommendations, namely:

— Patients should be charged for IV cancer drugs
and other drugs given as part of the cancer
therapy.

— Patients could be charged a $250 fixed infusion
fee per visit for non-drug related costs.
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Impact: Overall, we observed an increase in

drug claims & cost
Examples: Avastin® and Erbitux ®

Total Drug Cost Number of Paid Claims % Increase
12 months 12 months 12 months 12 months  Total Drug Number of
prior to after CCO prior to after CCO Cost Paid Claims
CCO CCO
Avastin® $101,000 | $289,000 58 214 186% 269%
Erbitux ® $20,533 $151,238 12 85 608% 637%
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How can we explain such an increase?

- PWG recommendations increased the access to
non-formulary IV cancer drugs.

- More private infusion clinics in Ontario - increased
access.

- Possibility of an increase in off-label use
(indications not approved by Health Canada).

- Over time, IV cancer drugs acquire new indications
approved by Health Canada.
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The Quebec Drug Policy
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Main legislative changes since April 2007
1. The lifting of the price freeze

2. Reduction of generic prices

3. Reduction of the maximum wholesaler’s profit
margin

4. Regulation of the pharmacy professional
allowances and other benefits
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1. The lifting of the price freeze
 Price freeze in effect since 1994

« The 2007 increase was 2.03% (CPI)

 InJune 2007, of the 442 price increases, 8 drugs
were among the ESI Canada top 100.

Impact:

Not directly measurable but it most probably has
been transferred to the U&C price reimbursed by
private payers.
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2. Reduction of the generic prices
e Generic prices : from 70% - 63% to 60%-54%.

 On February 1, 2008, of the 8900 DINs on the
RAMQ price list, 1253 saw their cost decrease by
approximately 21% to 28%.

 The lowest price method.

Impact:

Private payers have benefited from a reduction in
the U&C price charged by pharmacies for these
DINSs.
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The Quebec Drug Policy

Impact: Private payers have benefited from a cost decrease

Drug Name Rank by  Qty Pre- U&C Feb U&C % change in % of the
claim $ change -2008 March the U&C reduction
U&C avg. 2008 transferred
Apo-Ramipril 68 30 | $34.73 | $31.32 | $30.67 -11.7% 1%
10mg Cap
Apo-Paroxetine 86 30 $48 $44.28 | $43.88 - 8.6% 66%
20mg Tab
Ratio- 112 30 | $41.80 | $39.03 | $38.78 -7.2% 40%
Citalopram
20mg Tab
Ratio-Ramipril 160 30 | $34.76 | $31.07 | $30.52 -12.2% 14%
10mg Cap
Gen-Metformin 187 30 | $11.49 | $11.26 | $11.07 -3.7% 56%

500mg Tab
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3. Reduction of the maximum wholesaler’s
profit margin

 Maximum profit margin governing the
wholesalers of medications lowered from 9% to
7%, and then to 6%

 Maximum mark-up for certain high priced
medications (appendix Il of the List of
Medications) increased from $20 to $24
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In October 2007, the published margins were:

The Quebec Drug Policy

Wholesaler

Profit margin*

Distribution Famili-Prix Inc.

7.15%

Rep-Pharm Inc. 5.6%
Le Groupe Jean Coutu (PJC) Inc. 5%
McMahon Distributeur Pharmaceutique Inc. 7.15%
McKesson Services Pharmaceutiques 6.5%
Amerisource Bergen 5.5%
Kohl & Frisch Limited 5%
Shoppers Drug Mart Limited 5%
Centre Distribution Racine Inc. 6.5%
Distributions Pharmaplus Inc. 7%

* The profit margin of each wholesaler recognized by the Minister under the Act respecting prescription drug

insurance is published in Appendix Il of the List of Medications. The following profit margins were the profit margins

published in the List of Medications on October 1, 2007.
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Impact:

» Before the legislative changes, the aggregate
maximum profit margin governing the wholesalers
was estimated at 5.5%

« We therefore anticipate the increase in acquisition
costs will be reflected in the U&C price charged by
pharmacies for claims reimbursed by private
payers.
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4. Pharmacist’'s Professional Allowances and
other benefits from manufacturers

 Since November 2007, the benefits a pharmacist
may legally receive are the professional
allowances and other authorized benefits
provided in the in the Regulation respecting
benefits authorized for pharmacists.

 The regulation includes specific terms for generic
drug manufacturers and for manufacturers of
Innovative drugs.

 Reporting of benefits is mandatory.
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Summary of the regulation

* The professional allowances and authorized
benefits are defined in the regulation.

 Their use must namely relate to educational
programs, promotion or protection of health, etc.

 The limits are set at:

— 20 % of the sales from a generic manufacturer (on the
list of medications); and

— A reasonable cost and frequency (no retail goods) for
manufacturers of innovative drugs.
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Impact:

* The reduction in generic prices and the limit on
professional allowances could reduce the amount
of professional allowances received by
pharmacies.

* Therefore, the legislative amendment could result
In certain changes in pharmaceutical practice and
therefore impact the level of the U&C price
charged by pharmacies for claims reimbursed by
private payers.
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Other Legislative Changes
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IN Canada

1. Top provincial drug programs

« SK: All senior to pay no more than 15$/RX
— Private payers are now 2" payer on these claims

« NL: The lowest price policy for drugs listed on the
provincial formulary must include the ODB prices.

— A slight price decrease on certain NL formulary drugs;
postponed until Jan.09

« NL and NS: protection for individuals and families
against the financial burden of high drug costs

— No impact, as private payers remain first payers.

Optimizing the value of health benefits



Other Legislative Changes
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2. Expanded powers to Health Care

Providers
 Midwives granted prescribing authority (NU, SK)

— An increase in accessibility to prescribers

3. Private surgeries
o Certain private surgeries are allowed in Quebec.

— Possibility of increased costs for private payers as
drugs that used to be administered in a hospital setting
will now sometimes be administered in a specialized

medical centre.

= Some examples: arthroplasty (hip or knee
replacement), cataract extraction and intraocular

lens implant.
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* |n recent years, most provincial legislative
changes have lead to an increase in drug
costs for private payers.

e Ontario legislative changes have lead to costs
reduction for private payers in Ontario... and
Quebec.

« Alignment by all private payer stakeholders
will be key In order to adopt and implement
plan tools that can help reduce and control

drug costs.
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