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Who is PhnRMA?

31 leading, innovative biopharmaceutical research companies in the U.S.
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America’s biopharmaceutical industry is tireless in the pursuit
of new treatments and cures.

5 &
900+ | 8,000+

New medicines approved Medicines in development Invested in R&D by PhRMA
by the FDA since 2000 around the globe member companies since 2000



R&D Process Overview: Lengthy, Costly and Uncertain

Developing a new medicine takes 10 to 15 years and costs an average of $2.6 billion.’
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Less than 12% of medicines
make it through the FDA
approval process
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W\A Key: IND= Investigational New Drug Application, NDA= New Drug Application, BLA= Biologics License Application

Sources: PhRMA adaptation of DiMasi J. et al', Lo A. et al?



Despite This, R&D Drives Great Progress in Medical Innovation
From 2017 to 2021 alone ...

2017 2018 e 2019
1st medicine to treat primary New drug class for multidrug- 1st gene therapy for spinal
progressive multiple sclerosis resistant HIV muscular atrophy
16 new cancer treatments 15t new medicine in 10 years for 1st Ebola vaccine
endometriosis 1st medicine for postpartum
3 migraine prevention treatments depression
X
2020 2021 o
1st COVID-19 vaccines 1st treatments for COVID-19
1st treatment for pediatric reduce hospitalizations
patients with Chagas 1t complete HIV treatment
disease administered every 1-2
months

1st treatments for Ebola and

]%BA\A severe Malaria
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Advancements in R&D Means Patients Are Living Longer,
Healthier and More Productive Lives

HIV/AIDs Manageable Cancer Death Rates
Hepatitis C Now Curable
Chronic Disease Are Declinin
| fcted 1- Hepatitis C treatment can Decline in Age-Adjusted
Decline in age-adjuste cure more than 90% of Cancer Death Rates per
HIV/AIDS death rates per 100,000 hepatitis C cases(,) yy PP p

16.2

I

Hepatitis C

cure saved
Medicaid $15 billion

1996 2019 AJMC

1991 2019



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

Spending on Medicines Is a Small and Stable Share of Total
Health Care Spending

Prescription medicines
account for just Projected US Health Care Expenditures Attributable to

Retail and Nonretail Prescription Medicines, 2021-2028
\ 100%

1 4 0/0 80%

60%
of total health care spending
40%
In 2021, per capita spending 20%
onmedicines deelinedby A EEEEEEN
o 0%
1 /0 2021 2022 2023 2024 2025 2026 2027 2028

B Retail @ Nonretail = Other health care spending

* Excludes spending on COVID-19 vaccines and treatments Notg: Nonretal\ﬁrescfr:r)t\on medl{:\n:s are those p;rchased trl\rough physicians’ offices, clinics and hospitals and are typically administered to the patient by the provider. Retail prescription
Source: Altarum, IQVIA, 2022, medicines are those filled at retail pharmacies or through mail service.




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

Unlike Other Aspects of the Health Care System, Medicine
Costs Decrease Over Time

The price of medicines used to prevent ...while the cost of the surgical procedure to

cardiovascular disease decreased... treat it increased over a decade.

$2.37 $99,859

_95% $51,460 +94%
$0.13
I
2007 2017 2007 2017

]%MA Source: IQVIA analysis for PhRMA, June 2020.; AHRQ HCUP, July 2020. 8

RESEARCH - PROGRESS + HOPE



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

Generic and Biosimilar Medicines Drive Significant Savings
In the Health Care System

91% of All Drugs Dispensed in

Looking Ahead, Biosimilar
the United States are Generics

Savings Projected to Grow 5x

91%

5.4x
Nearly |
52%

$2.4 trillion

33%
19%
. generic and biosimilars
(2011 - 2020) $104B

1984 1990 2002 2020
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Sources: Drug Channels, AAM, IQVIA.




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

Net Prices for Brand Medicines Have Stayed Nearly Flat For
The Past Five Years

Average Net Price Growth for Brand Medicines, 2017-2021 [Q

On average, a brand
medicine’s net price is

50%

lower than its list price.

-2.9%




More than Half of Every Dollar Spent on Brand Medicines
Goes to Entities Who Did Not Develop Them

Percent of Total Spending on Brand Medicines
Received by Manufacturers and Other Entities, 2020

. Other Entity Received

. Brand Manufacturer
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Sharing Manufacturer Rebates Directly with Patients Is One Way to
Improve Access, Especially for Black and Hispanic Communities

Sharing rebates directly with commercially- Adherence Improvement from Sharing Rebates on Oral Antidiabetic
Drugs, by Race

insured patients could reduce’:

-+ Total health care costs by $1,000 per person 20% 9%

annually or $8 billion over 10 years 16% Aﬁﬁ::gse 107
- Patient spending by $1.5 billion over 10 years 129, Improvement
*  Mortality by 700 deaths annually 10% ____ 8% __ J L _9(1/0 _____
6%
Sharing manufacturer rebates directly with 2%
commercially-insured patients can result in a 0%
9% average improvement in adherence’ White Asian Black Hispanic
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1. The Impact of Sharing Manufacturer Rebates for Oral Anti-Diabetic Medications at the Point of Sale with Patients in the Commercial Market: Analysis by Race and Ethnicity. GlobalData. 2022. Available at:
https://www.globaldata.com/reports/1-the-impact-of-sharing-manufacturer-rebates-for-oral-anti-diabetic-medications-at-the-point-of-sale-with-patients-in-the-commercial-market/




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

The Influence Pharmacy Benefit Managers (PBMs) Have
Over Patient Access and Affordability Continues to Grow

Negotiating power is increasingly concentrated among a small number of PBMs.
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Insurers & PBMs determine:

IF MEDICINE IS COVERED
on the formulary

PATIENT OUT-OF-POCKET COST
based on tier placement

ACCESS BARRIERS
like prior authorization or fail first

PROVIDER INCENTIVES
through preferred treatment guidelines and
pathways

Source: Drug Channels Institute, March 2022.

Top 3 PBMs’
Market Share:

80%

OptumRx (UnitedHealthGroup)
CVS Caremark
Express Scripts

All Other




A Snapshot of PBM Market Consolidation
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Rebates and Other Manufacturer Price Concessions Have
More Than Doubled Since 2012

Total Value of Manufacturers’ Gross-to-Net Reductions for Patent-Protected, Brand

Name Drugs ($B), 2012-2021

|%HH| IH%H| ii“% iili‘ iili! III!I

$174

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

WA Note: Among single-source brand medicines. Price concessions include fees and other manufacturer discounts.
Source: Fein, A. “The 2022 Economic Report on U.S. Pharmacies and Pharmacy Benefit Managers,” Drug Channels Institute. March 2022.
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Patient Cost Sharing Is Increasingly Tied to List Prices through
Coinsurance and Deductibles

Nearly Half of Commercially Insured
Patients’ Cost Sharing For Brand Medicines
Is Based on the Undiscounted List Price

Patient Spending Rises as Plans Use More

Deductibles and Coinsurance

Change Among Large Employer Health Plans, 2007-2017

— 50%

of patient cost
sharing is based

Change in Average Payments

74%
() . .
on list price
Patient Out-of- 18%
Pocket Spend on o
Copayments T B Copay
Patient Out-of- Patient Out-of- - Inflation B Deductible
Pocket Spend on Pocket Spend on
Deductible Coinsurance -35% B Coinsurance

Source: Peterson Center on Healthcare and Kaiser Family Foundation. Tracking the rise in premium contributions and cost-sharing for Source: IQVIA Institute for Human Data Science. Medicine spending and affordability in the United States. August 2020.

families with large employer coverage. August 2019.

WA CONFIDENTIAL 16
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According to Experts, PBMs May Have Incentives to Prefer
Medicines with Higher List Prices and Large Rebates

Public sources
have noted that
m a n Ufa Ctu re r Source: Gal A, Wilkes L, Chen A, et al. Bernstein Research. February 8, 2019.

efforts to reduce N B
list prices have Demand letters from PBMs requiring additional

been met with payments in the event of list price decreases

S i g n ifi Ca nt pharmas-unitedhealthcare-seeks-to-protect-drug-rebates-from-price-reductions
headwinds by
PBMs

Contract terms that discourage list price reductions

Excluding lower list price versions of brand medicines
from formularies in favor of higher list price versions

Sources:
1. 2022 Prescription Drug List.” UnitedHealthcare & Affiliated Companies. https://www.uhcprovider.com/content/dan
2022 pdf; 2. 2022 National Preferred Formulary Exclusions.” Express Scripts. March 22, 2022. https://www.express:

PRMA conFIDENTIAL
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n/provider/docs/public/resources/pharmacy/pdl-commercial-effective-jan-
-scripts.com/art/pdf/NPF_Preferred_Formulary_Exclusions2022.pdf



https://www.uhcprovider.com/content/dam/provider/docs/public/resources/pharmacy/pdl-commercial-effective-jan-2022.pdf
https://www.uhcprovider.com/content/dam/provider/docs/public/resources/pharmacy/pdl-commercial-effective-jan-2022.pdf

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

Hospitals Account for 1/3 of All U.S. Health Care Spending and
Contribute to Patient Costs by Marking Up Medicines

Hospitals that mark up the cost of medicines can make more from administering
a medicine than the pharmaceutical company that manufactured it.

The amount 340B hospitals
receive for administering

250% medicines o commercialy 634%,
3xX more

than what they paid to
acquire the medicines

The average amount
hospitals mark up the cost
of medicines for patients
with commercial insurance

Amount some hospitals
mark up the cost of
oncology medicines

PRMA conFIDENTIAL

RESEARCH - PROGRESS « HOPE




ntext www.phrma.org/cost

Brand Medicine Spending Retained by Hospitals and Other
Providers From the 340B Program Grew 12x Since 2013
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Prescription Medicines: Costs in Context www.phrma.org/cost

PhRMA Created the Medicine Assistance Tool (MAT)
To Help Patients Navigate Medicine Affordability

A search engine to connect patients with Resources to help patients
900+ — navigate their insurance coverage

assistance programs offered by _ _ _
biopharmaceutical companies, including E Links to biopharmaceutical
some free or nearly free options company websites where
&_ information about the cost of a

prescription medicine is available

Learn more at www.MAT.org
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Additional Resources: www.phrma.orqg/states
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Contact:
Peter Fotos — pfotos@phrma.org



http://www.phrma.org/states
mailto:pfotos@phrma.org

