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Thank you for the opportunity to speak before you today. My name is Alex Kelsch, and | am testifying today
on behalf of America’s Health Insurance Plans (AHIP).

AHIP respectfully opposes HB 1216 because it restricts health plans’ ability to hold down drugs costs.

Everyone should be able to get the medications they need at a cost they can afford. However, drug prices
continue to rise out of control, and pharmacy costs now represent over 24 cents® out of every dollar of
premium spent on health care.

Unfortunately, HB 1216 does nothing to control the soaring prices of prescription drugs set by
pharmaceutical manufacturers. Instead, it would financially reward drug manufactures for steering patients
towards more expensive brand-name drugs, increase premiums, and reduce wages for North Dakotans.

Drug manufacturers intentionally use copay coupons to keep drug prices high.

Drug manufacturers acknowledge their drugs are unaffordable for patients. But rather than addressing this
by lowering their prices, they instead offer copay coupons to hide the actual cost of those drugs.

Drug manufacturers offer these promotions only to very specific patients for a very short period of time.
Once a patient hits their deductible, drug manufacturers discontinue the patient’s coupons — which hides
the underlying prices from patients, enticing them to continue with the most expensive drug, even when
there are less expensive drugs available.

It is important to note, the federal government considers copay coupons to be an illegal kickback if used
by an enrollee in Medicare or Medicaid because they induce a patient to use a specific drug?.

In the commercial market, coupons are often offered only for a limited time — once the patient hits their
deductible, drugmakers discontinue the patient’s assistance.

These promotions are used to increase sales, raising costs for everyone.

There are multiple studies by the U.S. House Oversight Committee®, Harvard*, the Congressional Research
Service®, and others, that found that drug manufacturers use patient assistance programs as a sales tool —
focusing on their rates of return, encouraging patients to stay on branded drugs after a generic is introduced,
and subsidizing third-party foundations to drive sales and attract patients who otherwise might not have
used the high-priced drug.

Purchasers of health care use guardrails to hold drug manufacturers accountable for pricing
schemes such as copay coupons.

Employers and purchasers of health care have worked hard to develop guardrails to hold drug
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companies accountable for their problematic pricing schemes and keep costs low for North Dakotans.
These employer and health plan guardrails do not result in higher costs for patients but instead maximize
the value of coupons to benefit all patients and plan sponsors and reduce drug manufacturers’ ability to
avoid fair negotiations on prices.

AHIP commissioned the actuarial firm Wakely® to analyze the impact of requiring health plans to count all
third-party payments towards an enrollee’s cost sharing obligations. Wakely found that bills like these will:

e Increase premiums, with the largest increases in the individual marketplace

¢ Resultin adverse selection into lower premium plans, such as Bronze plans, resulting in higher
premiums and consumers dropping their coverage.

¢ Reduce wages for workers who receive coverage at work, due to higher employer costs.

e Encourage use of more expensive drugs over cheaper alternatives.

Legislation like this will reduce manufacturers’ incentives to offer lower prices because they can continue
to replace real price reductions with coupons. As a result, drug companies will make more money while
North Dakota families and businesses continue to foot the bill through lower wages, higher premiums, and
higher out-of-pocket expenses.

The legislature should focus on solutions that forbid market manipulation.
Instead of taking away the few tools that health plans and employers use to address ever increasing
drug prices, we recommend that North Dakota legislators focus on fixing the market distortion caused by

drug manufacturer pricing schemes, including copay coupons.

AHIP stands ready to work together with policymakers on real solutions to ensure every patient has
access to the high-quality drugs that they need and improve health care affordability.
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