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Time to Talk about Value in Prescription
Drug Benefits

* 15 to 20%+ of health benefits spend
* Focus on net cost — necessary but insufficient

* Time to consider total health and productivity
value...to base decisions on what a company
gets in return for money spent on drugs and
PBM services




Needed: a Change in Perspective

FROM: Benefits procurement TO: Shareholder return
and administration on investment in the
health of human capital
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Taking the Pulse of Employers —
Readiness to Change

Preliminary findings — Employer Survey on Prescription
Benefits Management

* N =46 (About half of our full sample)

e Jumbo (5,000+ employee) self-insured employers

* Issues
— Perspectives on current PBM experience and value proposition
— Interest in improvements to PBM models
— Interest in change approaches

« Sponsored by the National Pharmaceutical Council

Register for priority distribution of full research report at:
http://www.npchow.org/pbm
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http://www.npcnow.org/pbm

Employers value the key functions
PBMs perform

Rate the importance of each PBM value proposition benefit to your
organization. Top 5 shown.

myery Important m Somewhat Important

Ta8%

Megotiate to achieve cost savings

Tactics that help control costs by assuring use of
the most cost-effective treatments

Tactics that improve health. . assuring the most
effective treatments

Maintain a network of pharmacies...drugs
conveniently available to employees & dependents

Maintain high employee satisfaction with their
prescription benefits
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...and for SPMs functions as well

Rate the importance of each SPM benefit/value proposition to your
organization. Top 6 shown

mVery Important ®Somewhat Important

Tactics to help improve health.._assuring most a7 -
effective treatments

Tactics to support patients and improve medication
adherence

a0% 20%

Maintain a network of specialty pharmacies._ ..
conveniently available

Tactics to control costs by assuring use of the most
cost-effective treatments

Provide input and recommendations to inform our
pharmacy benefits strategy

A source of innovative ideas & programs to improve _
overall employee health & healthcare value £l e

=15

ARTHUR J. GALLAGHER & CO. | BUSINESS WITHOUT BARRIERS™ 6



However, employers have important
concerns about how PBMs work...

Based on your experience, rate your agreement with the each statement below
regarding PBM concerns reported in the press. Top 5 shown.

m Strongly Agree m Neutral

Contracts are overly-complicated.._harbor clauses that 70%
benefit the PEM at the expense of the employer or patient

PBMs lack transparency about how they make money

FBMs lack transparency about how they structure their
formularies and exclusion lists

Misalignment of incentives between how PBEMs eam profits
and what's best for their customers and patients

MNarrow focus on drug costs fails to consider...employer
goals (e.g., total costs, productivity, employee satisfaction)

2%

=46
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... and many employers are concerned that
rebates create an unfair burden for employees with
high deductibles and coinsurance

mYes mNo

We are aware of this issue

We are concerned about the burden some of our
employees face having to fund out-of-pocket cosis
based on pre-rebate/retail drug prices

We are working on a solution to address this issue e

Our PBM is helping us understand and address
this issue

22%

=27
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Employers are looking to evolve or
transform their PBM approach

Four possible future PBM scenarios are outlined below. Rank order the top two
scenarios for your organization
mMost Likely m5econd Most Likely

Transparent Future: Move to (or continue® in) a fully transparent
PEM approach, receiving all rebates and paying our vendor for
transaction processing and administrative services

Evolve the Traditional PBM: Work with our PEM. . .incremental
improvements to control costs and improve value over time

Direct Contract: Move decision-making and negotiations in-house FFEa =0
and will engage a TPA to manage pharmacy transactions.

Other H

* About 40% of respondents indicate they currently have a transparent/pass-through PEM approach.
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Scott Thompson | Area President Chuck Reynolds | Area President
Benfield-Gallagher Benfield-Gallagher

Scott . Chuck Reynolds@ajg.com

Consulting and insurance brokerage services to be provided by Gallagher Benefit Services, Inc. and/or its affiliate Gallagher Benefit Services (Canada) Group Inc.
Gallagher Benefit Services, Inc., a non-investment firm and wholly owned subsidiary of Arthur J. Gallagher & Co., is a licensed insurance agency that does business
in California as “Gallagher Benefit Services of California Insurance Services” and in Massachusetts as “Gallagher Benefit Insurance Services.” Securities and
Investment Advisory Services may be offered by GBS Retirement Services, Inc. and executed through NFP Securities, Inc., Member FINRA/SIPC. Investment
advisory services and corresponding named fiduciary services may also be offered through Gallagher Fiduciary Advisors, LLC, a Registered Investment Adviser.
Gallagher Fiduciary Advisors, LLC is a single-member, limited-liability company, with Gallagher Benefit Services, Inc. as its single member. Not all individuals of
Gallagher and none of Gallagher Fiduciary Advisors, LLC individuals are registered to offer securities or investment advisory services through NFP Securities, Inc.
NFP Securities, Inc. is not affiliated with Arthur J. Gallagher & Co., Gallagher Benefit Services, Inc. or Gallagher Fiduciary Advisors, LLC. Neither Arthur J.
Gallagher & Co., NFP Securities, Inc., or their affiliates provide accounting, legal, or tax advice.
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