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Medicines Are Transforming the
Treatment of Devastating Diseases

HEPATITIS C

The leading cause of liver transplants and the m

reason liver cancer is on the rise — is now curable ¢ 1as in fon 1]] 5t

in more than 90 percent of treated patients.* @I] l] g 0
November 16, 2015

Gov. Hogan’s Cancer is in
Remission, 30 Days After
CANCER He Completed Chemo
New therapies have contributed to a 23% decline
in the cancer death rate since its peak in 1991.
Today, 2 out of 3 people diagnosed with cancer

survive at least 5 years.** aljl‘ Nl"l[l’ H’ork Gjimcs

December 6, 2015

HIGH CHOLESTEROL Former President

America’s biopharmaceutical companies are Jimmy Carter Says He is
currently developing 190 medicines to treat heart Free of Cancer
disease, stroke and other cardiovascular diseases. »

New PCSK®9 inhibitors have revolutionized high

cholesterol treatment. Between 1991 and 2011, the

death rate from heart disease dropped 46%.***

*Source: U.S. Food and Drug Administration.
**Source: American Cancer Society.
***Source; Pharmaceutical Research and Manufacturers of America (PhRMA) and the Association of Black Cardiologists (ABC), Prescription Medicines: Costs in Context www.phrrna.org/cost
RESE OPE "Medicines in Development for Heart Disease and Stroke,” December 2015.
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We are at a pivotal time in health care in America. Biomedical discovery and innovation have the potential to revolutionize the way we diagnose and treat patients. 
 
In recent years, we have made tremendous strides in the way we treat debilitating diseases like hepatitis C, cancer and high cholesterol. 

Innovative new hepatitis C therapies can cure more than 90 percent of patients treated. Historically, hepatitis C was a disease that was killing more than five times as many people as HIV/AIDS

The cancer death rate in the United States has fallen 23 percent since its peak and 2 out of 3 patients diagnosed with cancer are now living at least 5 years following diagnosis. Just recently, President Carter announced his cancer is in remission, thanks to aggressive treatment with an immunotherapy - part of a wave of exciting new therapies. 

And thanks in part, to innovative new medicines, between 1991 and 2011, the death rate from heart disease dropped 46 percent. The 190 medicines in development for heart disease, stroke and other cardiovascular diseases, create hope that we can bring new treatments to people in need even faster while continuing to improve patient outcomes and survival rates. 
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Prescription Medicines Are Expected to
Account for a Stable Share of Total Health Care
Expenditures Through the Next Decade

US Health Care Expenditures Attribute to Retail and Nonretail Prescription Medicines, 2010-2027*
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*Retail prescription medicines are those filled at retail pharmacies or through mail service. Nonretail prescription medicines
are those purchased trough physicians’ offices, clinics, and hospitals and are typically administered to the patient by the Sources: Altarum Institute?011
provider.

5 Drug Spending Trends
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Roehrig C; Altarum Institute. Projections of the prescription drug share of national health expenditures including non-retail. https://altarum.org/sites/all/libraries/documents/Projections_of_the_Prescription_Drug_Share_of_National_Health_Expenditures_June_2018.pdf. Published May 2018. Accessed June 2018.
Roehrig C; Altarum Institute. Projections of the prescription drug share of national health expenditures including non-retail. https://altarum.org/publications/projections-prescription-drug-share-national-health-expenditures-including-non-retail-0. Published June 2019. Accessed June 2019.


Generics cost a fraction of the price of the initial
brand medicine.

Medicine % Change

. I
DIOVAN VCT -929%,

Hypertension (2010) I $7

E—
LIPITOR® $ -93%

Cholesterol (2010) I $6

I ¢
PLAVIX® -98%

Blood Thinner (2011) I $4

SEROQUEL® .

)
Schizophrenia (2010) I $2 -98%

-96%

Schizophrenia& (2010)
Bipolar Disorder . $1 7

. Brand Name THEN . Generic NOW

Note: Figures represent the average annual price for 30 pills of the most commonly dispensed form and strength. "Then” price represents the

average price in the year prior to generic entry. “Now” price represents the average price in December 2017.
Source : 1QVIA Institute for Human Data Science analysis for PhRMA. May 2018. @



Pharmacy Benefit Managers (PBMs) and
Government Actuaries Report Declining Growth
in Medicine Spending

National Health
CVS Health Express Scripts Expenditures

2015 5.0% 5.3% 8.9%

2018 3.3% 0.4% 3.3%*

*Projected
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CVS Health. 2015 drug trend: tackling rising drug costs. https://cvshealth.com/thought-leadership/cvs-health-research-institute/2015-drug-trend-tackling-rising-drug-costs. Published February 22, 2016. Accessed April 2019.
CVS Health. 2018 drug trend report. https://payorsolutions.cvshealth.com/insights/2018-drug-trend-report. Published April 11, 2019. Accessed April 2019.
Express Scripts. 2015 drug trend report. http://lab.express-scripts.com/lab/drug-trend-report/previous-reports. Published March 2016. Accessed April 2019.
Express Scripts. 2018 drug trend report. http://lab.express-scripts.com/lab/drug-trend-report/2018-drug-trend-report. Accessed April 2019.
Centers for Medicare & Medicaid Services (CMS). National health expenditure data. Historical. NHE tables. https://www.cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-Reports/NationalHealthExpendData/NationalHealthAccountsHistorical.html. Accessed April 2019.
Centers for Medicare & Medicaid Services (CMS). National health expenditure projections 2018-2027: forecast summary. https://www.cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-Reports/NationalHealthExpendData/Downloads/ForecastSummary.pdf. Published February 2019. Accessed May 2019.
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A Decade of Advances
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Food and Drug Administration (FDA), Center for Drug Evaluation and Research. Advancing health through innovation: 2018 new drug therapy approvals. https://www.fda.gov/media/120357/download. Published January 2019. Accessed April 2019. 


Developing New Treatments and Cures

Is a Complex and Risky Undertaking

On average, it takes more than
10 years and $2.6B to research and develop a new medicine.*

I BETWEEN 1998 AND 2014 1
12 3 Just 4
Alzheimer’s Disease™** 1 2 O/ Alzheimer’s Disease
(0
96 of drug candidates that enter 7
Melanoma*** clinical testing are approved P e
for use by patients
167 10

* %%

Lung Cancer Lung Cancer

Prescription Medicines: Costs in Context www.phrma.org/cost
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The biopharmaceutical pipeline of new medicines contains a stunning range of innovative new treatment approaches that have the potential to save lives and improve patient health. But conjuring a medicine to life is a challenging undertaking.

While it may sound counterintuitive, as our understanding of science grows, so does the complexity of developing new medicines -- particularly as treatments are increasingly tailored to the unique needs of individual patients. Setbacks are an inherent part of this complex process and the odds of success are low - just 12 percent of drugs entering clinical trials ever make it to patients. And thousands won’t even make it past the early discovery and pre-clinical testing stages.

However, through these setbacks, comes success. 

For example in the past 16 years, there were more than 120 unsuccessful attempts to develop medicines to treat Alzheimer’s disease, 96 for melanoma and 167 for lung cancer. During this same period, 4 medicines were approved to treat Alzheimer’s, 7 for melanoma and 10 for lung cancer.




Prescription Medicines: Costs in Context www.phrma.org/cost

Biopharmaceutical companies use today’s revenues to invest

in tomorrow’s treatments and cures.

Industry invests 17% of all domestic research

$90 Bi"ion and development funded by U.S. businesses
[m—]
%
(B %

™ - -

Pharmaceuticals Software Automobiles Aerospace Computer Scientific R&D
& Medicines Systems Design Services

NOTE: The remaining 57% share of business R&D spending is conducted by other industries, including subsectors of the machinery sector, the computer and electronics products sector, and the electrical equipment, appliance, and components sector.
Source: Research!America report and PhRMA analysis of National Science Foundation data.




The Biopharmaceutical Industry Invests More R&D Per
Employee Than Any Other Industry

Biopharmaceutical Industry
Does the Majority of Research

to Translate Basic Science

Into New Medicines

While science is often initiated in
government and academia, it is
biopharmacuetical firms that provide the
necessary expertise and experience needed
to develop new medicines.

$97 Billion

2017 Biopharmaceutical Industry R&D Investment

APPLIED RESEARCH

BASIC
RESEARCH

APPLIED
RESEARCH

BASIC RESEARCH

$32.6 Billion
2017 NIH Research Spending

In addition to basic research and biopharmaceutical
research, NIH supports applied research on medical devices,
diagnostics, prevention, and other areas.



AHIP Premium
Infographic

AHIP focuses only on the list
price of medicines, which does
not account for the sizable
rebates and discounts paid by
biopharmaceutical companies,
even though those rebates and
discounts significantly reduce
the amount that health plans
actually spend on medicines.

Based on patients younger than
65, with lower hospital spend

AHIP presents its data in a way
that overemphasizes the role of
prescription medicines, while
minimizing the contribution of
other sectors

Where Does Your Health Care Dollar Go?

Your premium—how much you pay for your health insurance coverage each month—helps cover the costs of the medications and care you

receive. It also helps to improve health care guality and affordability for all Americans. Here Is where your health care dollar really goes.

23.3¢ 22.2¢ 20.2¢ 16.1¢ 4.7¢
Prescription Doctor Office & Hospital Taxes
Drugs Services Clinic Visits Stays

me  AHIP



Competition from generics and biosimilars is expected to
reduce U.S. brand sales by $95 billion from 2019 to 2023.

2014-2018: 2019-2023:
Projected
2014 2015 2016 2017 2018 | 2019 2020 2021 2021 2023
$12 $14 T T $14 T T
-$15 $17 $16 T -$16
-$22 -$20

-$33



Presenter
Presentation Notes
13. IMS Institute for Healthcare Informatics. March 2017.



Insurers and PBMs have a lot of leverage to hold down

medicine costs.

Negotiating power is increasingly concentrated among
fewer pharmacy benefit managers (PBMs).

if a medicine is covered

patient cost sharing

Top 3
Market Share:
o utilization management through
7 6 /o prior authorization or fail first

preferred treatment guidelines
and pathways

OptumRx (UnitedHealthGroup)
CVS Health (Caremark)
Express Scripts

I Al Other

Source: Drug Channels Institute, March 2019. @



The private sector leads the translation of
basic research findings into new medicines

Percent Contribution of R&D Milestones Achieved by Private and Public Sectors
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Source: Chakravarthy, R. et-al.? @



After discounts and rebates, brand medicine prices grew just

0.3% in 2018.

15% 13.5%
11-30/0 1190/0
12%
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0%
201 2012 2013 2014 2015 2016 2017 2018
Invoice Price Growth Estimated Net Price Growth**

Source: IQVIA, January 2019.
*Includes protected brand medicines only (ie, brand medicines without generic versions available in the year indicated).

**Net price growth reflects impact of off-invoice rebates and discounts provided by manufacturers. @



More than 1/3 of the list price is rebated back to payers, the

government and other stakeholders in the supply chain.

Brand companies retain just 63% of list price Rebates, discounts, fees and other price
spending on medicines concessions have more than doubled
since 2012

18.5% $74B
62.6% l
Brand Companies 2012 2018

Market Access Rebates and Discounts
Statutory Rebates and Fees
B Supply Chain Entities

Source: Berkeley Research Group. Fein AJ; Drug Channels Institute G



Prescription Medicines: Costs in Context www.phrma.org/cost

Spending on retail and physician-administered medicines

continues to represent just 14% of spending...

Admin Costs

8%
: Home Health & Nursing Home Care
12%

B Prescription Medicines
U.S. Health

Care Spending,
2015

Physician & Clinical Services

Other**

4%

13Y Dental Services
° 18%

B Hospital Care

Source: PhRMA analysis of CMS National Health Expenditures data, Altarum Institute study and Berkley Research Group study.
**Supply chain entities- stakeholders involved in bringing medicines from manufacturer to patient, including wholesalers, pharmacies, PBMs and healthcare provider locations. @




Negotiated savings are often not shared with patients.

More than half of commercially insured
patients’ out-of-pocket spending for brand
medicines is based on the full list price

Cost sharing for nearly 1 in 5 brand
prescriptions is based on list price

55%

B Copay
B Deductible

M Coinsurance

Source: 1QVIA. May 2018. O



UnitedHealthcare Says It Will Pass On Rebates From
Drug Companies to Consumers

“In response to growing consumer frustration over drug prices, UnitedHealthcare, one of the
nation’s largest health insurers, said on Tuesday that it would stop keeping millions of
dollars in discounts it gets from drug companies and share them with its consumers.”

Che New Jork Eimes

SM

UnitedHealth Group



Sharing negotiated discounts with patients would increase

premiums about 1%.

Certain commercially insured patients could save $145 to more than $800 annually.

Change in Plan Costs with Shared Rebates

PLAN TYPE
Traditional PPO Copay HDHP* Coinsurance HDHP
Net Plan Per Member Per Month Spend $433.91 $374.41 $372.89
Change in Plan Costs $ $0.82 $2.62 $3.84
Change in Plan Costs % 0.2% 0.7% 1.0%

NOTE: Plan cost includes medical and pharmacy claims

*HDHP = High-deductible health plan e
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