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The roadto success is
always under
- construction.

Arnold Palmer







Chains and PBMs are thriving as Independents face diminishing profit
levels caused by:

Usual and Customary pricing that results in inadequate third party
reimbursements on non-preferred drugs, non-formulary drugs and
large numbers of generics

DIR fees, GER adjustments and “Claw Backs”

Delays by PBMs in updating costs for several weeks after
items increase




» The issue with regard to reduced reimbursement following catalog changes is fairly
common and is created by PBM reimbursement strategies: Generally, what occurs
» is alower price per RX overall.

On a multi-source generic what can happen is:
Different MACs which obviously cause different net reimbursements and will vary
by PBM so what you end up with is a complex grid when you lay the different NDC

numbers over the myriad PBMs. Each one will be different.

Some of those items with different NDC numbers will be in different copay tiers
So that what you see is:



. Cost$7.00 Adjudicated price of $9.00 OR

. Cost$7.00 Adjudicated price of $9.00 with $30.00 copay of which $21.00 is "clawed back" OR

. Cost$7.00 Non formulary which applies U&C pricing with the customer paying 50% co-
insurance and the PBM pays nothing

Again, these will be different by drug and by PBM.

There isn't much point in chasing these down one by one because there is nothing, we can do to
affect what the PBM will do RX by RX.

What you can do is analyze the mix and adjust price tables to ensure that:
. There is no under reimbursement caused by an inadequate U&C being generated

. Non-preferred and non-formulary reimbursement are maximized to counter the effect of those
RXS that you can't change.



Algorithm

In mathematics and computer science, an algorithm is a finite
sequence of well-defined, computer-implementable instructions,
typically to solve a class of problems or to perform a
computation.




CASE STUDY

ILLUSTRATION OF THE NEGATIVE EFFECT OF COST INCREASES ON GROSS MARGINS

_ BASELINE 6 MONTHS| 12 MONTHS| 18 MONTHS| 24 MONTHS

AVERAGE COST $30.75 $32.10 $34.10 $34.75 $39.80

AVERAGE Margin $8.70 $8.90 $9.10 $9.25 $9.55
AVERAGE RETAIL $39.45 $41.00 $43.20 $44.00 $49.35

GROSS MARGIN % 22.10% 21.70% 21.10% 21.00% 19.35%

» WHOLESALE COSTS INCREASED 29.4%

» AVERAGE RETAIL INCREASED 25.0%

» AVERAGE Margin INCREASED ONLY 9.7%
» GROSS MARGIN DROPPED (2.8)

>

THIS SITUATION IS TYPICAL IN PHARMACY AND IS CAUSED BY THE AVERAGE COST PER RX
INCREASING AT A GREATER RATE THAN THE AVERAGE Margin PER RX.

> PERIODIC REVISIONS OF PRICE FORMULA TABLES ARE NECESSARY TO OFFSET THE




COST 454807
MARGIN 79501
RETAIL 534308
RXS 6780

446178
78777
524955
6542

447541
87618
535159
6938

478833
87745
566579
7017

436317
80618
515936
6367

475117
92329
567447
7290

458725 447643
98009 102285
556734 549929
6674 6525

BASELINE
June

AVG COST $67.08
AVG MRGN $11.73
AVG RETAIL $78.81
GM % 0.149
DOLLAR PROFIT PER RX
PROFIT DOLLAR IMPACT/MO
ANNUALIZED
GM CHANGE
DOLLAR IMPACT/MO
ANNUALIZED

PHARMACY

Aug

$68.20
$12.04
$80.24

0.150

$0.32
$2,066.74
$24,800.92

0.001
$667.66
$8,011.87

Sept

$64.51
$12.63
$77.13

0.164

$0.90
$6,264.32
$75,171.86

0.015
$7,990.38
$95,884.53

Oct

$68.24
$12.50
$80.74

0.155

$0.78
$5,464.98
$65,579.79

0.006
$3,442.32
$41,307.82

Nov

$68.53
$12.66
$81.03

0.156

$0.94
$5,959.76
$71,517.12

0.007
$3,850.62
$46,207.38

Dec

$65.17
$12.67
$77.84

0.163

$0.94
$6,847.84
$82,174.04

0.014
$7,897.17
$94,766.00

Jan2021 Feb21
$68.73 $68.60
$14.69 $15.68
$83.42 $84.28

0.176 0.186
$2.96 $3.95
$19,750.94 $25,774.08

$237,011.23 $309,288.98
0.027 0.037
$15,171.18 $20,459.71
$182,054.16 $245,516.56

March

#DIV/0!
#DIV/0!
#DIV/0!
#DIV/0!

#DIV/0!
#DIV/0!
#DIV/0!

#DIV/0!
#DIV/0!
#DIV/0!




Your takeaway:
you need to adjust
yvour pricing tables

that fit you and your
pharmacy to stop
leaving money on the
table.




