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Chair Wilson, Vice Chair Lang, Ranking Member Craig, and members of the Senate Financial Institutions,
Insurance and Technology Committee, my name is Keith Lake, and | am a Regional Director for State
Affairs for AHIP. AHIP is the national association whose members provide health care coverage,
services, and solutions to hundreds of millions of Americans, including to nearly nine million patients,
families, and employers in Ohio.

As an advocacy organization committed to market-based solutions that make access to high-quality
health care affordable, | thank you for this opportunity to speak with you today, on behalf of our members,
to share our opposition to Senate Bill 207.

Senate Bill 207 would prohibit the use by health insurers of copay accumulator programs — programs
that have been developed to mitigate the market distortion that drug manufacturer coupons cause.
Accumulators operate on a simple premise: when a manufacturer discounts its price through a coupon,
the discount does not require the patient to incur any cost, so it does not count toward a patient’s cost-
sharing. This protects careful benefit designs that encourage patients to make cost-effective decisions
about their care.

AHIP recognizes that many Ohioans struggle to afford prescription drugs. Escalating drug prices are a
leading driver of rising health care costs, and they are an increasing financial burden for hardworking
Ohio families. Families need practical solutions that reduce consumer costs and increase patient access
to needed medication.

However, no one should need a coupon to afford a life-saving drug. Unbounded drug manufacturer copay
coupons are part of the problem — not the solution — to out-of-control drug prices.

The problem is the price, which all of you already know. You know because you heard this from proponent
witnesses last week. You heard one say, “the cost of these treatments is exceptionally high.” Another
said, “many of these drugs...come at great cost to patients.”

The aim of copay accumulator programs is not to exclude financial support from crowdfunding sources,
churches, or friends and family. These types of financial support are treated as out-of-pocket payments
made by the patient and do count toward deductibles and out-of-pocket maximums.

Copay accumulator programs instead target manufacturer copay assistance, such as coupons or
discount cards provided by pharmaceutical companies. That's because their motivation is different — and
this difference is why AHIP is opposed to Senate Bill 207.

Copay coupons are a bait-and-switch game drug manufacturers utilize to steer patients toward more
expensive brand-name drugs when other equally effective, less expensive alternatives are available.
They manipulate patients — and the market — for their own profits. Ultimately, this increases the cost of
care for everyone.
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Unfortunately, Senate Bill 207 statutorily rewards drug makers for these bait-and-switch tactics This
legislation will undermine the ability of employers and purchasers of health care to control rising
prescription drug costs, ultimately hurting patients’ access to affordable health care. It does nothing to
address the underlying problem of high drug prices.

Big Pharma Intentionally Use Coupons to Keep Drug Prices High. Pharmacy costs now represent
over 24 cents out of every dollar of premium spent on health care." Instead of lowering their prices for
everyone, drug manufacturers offer copay coupons to select customers for a limited amount of time,
allowing them to hide the high price of their drugs — with negative consequences for everyone:

o They mask the actual cost of brand-name medications — and shift that very high price from
the pharmacy counter to premiums.

e They encourage patients to pass over equally effective, far more affordable alternatives in
favor of more expensive, brand-name drugs.

o They undermine tools that employers and health care payers rely on to encourage more
affordable choices, which lower costs and make health care more affordable for everyone.

It is important to note that the very policy Senate Bill 207 would codify, Medicare and Medicaid deems
an illegal kickback.? Medicare and Medicaid have determined that copay coupons induce patients to use
a specific drug, with taxpayers picking up the rest of the high cost of the drug.

Because these types of tactics are illegal under Medicare and Medicaid, drug manufacturers are
intentionally targeting, through bills like Senate Bill 207, fully insured employers, families, and individuals.
It is critical to understand that manufacturers are strategic in this effort:

¢ Drug manufacturers offer coupons for a narrow selection of drugs.

¢ Not every patient has access to drug manufacturer coupons.

o Drug manufacturers offer patients coupons for a limited period of time, and once patients
reach their deductible, manufacturers stop providing the coupons. This allows them to hide
their high prices, requiring all patients, employees, and employers to pick up the costs.

¢ Drug manufacturers regularly discontinue the coupons without telling the patient.

As one legislator in another state, who also happens to be a previous pharmacy owner, revealed, “we
used to call that the “dangle and snatch” because they would dangle the coupon and it was good for
usually up to 90 days and then when they came to refill the prescription there was no coupon and then
they were paying the higher price for the drug for the rest of their plan year.”

Coupons Are a Sales Tool. Most coupons are offered in situations where the brand-name drug faces
competition, from either a generic or another branded drug. Studies by the U.S. House Oversight
Committee, the National Bureau of Economic Research, and others prove that drug coupons are used to
increase sales, which only fuels increased drug spending and gives drug manufacturers free rein to keep
raising their prices. A joint study by researchers at Harvard, Northwestern, and UCLA, for example,

1 https://www.ahip.org/resources/where-does-your-health-care-dollar-go
242 U.S.C. § 1320a-7b(b)
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estimates that — if coupons were eliminated for drugs for which a generic alternative is available — total
savings could be $1.155 billion per year nationally.?

Any short-term benefit to patients from the availability of manufacturer coupons is overwhelmed by higher
total drug costs over time. And patients ultimately pay the price in the form of higher premiums or cost-
sharing.

Senate Bill 207 Will Statutorily Incentivize Drug Manufacturers to Increase Their Already
Excessive and Unaffordable High Prices. Substantial research, and AHIP’s members’ experience,
show that drug manufacturer copay coupons encourage out-of-control drug prices. Coupons remove
incentives for patients to consider lower cost drugs and for drug manufacturers to compete on cost.

Accumulator programs hold drug manufacturers accountable for their pricing schemes and help mitigate
the market distortion that coupons cause. While these programs allow patients to use copay coupons as
a discount to reduce what they owe at the pharmacy counter, they also ensure drug manufacturers don’t
profit from their “kick back” scheme.

Drug prices are unsustainably high and many Ohioans struggle to afford crucial medications. Copay
accumulator programs work to help constrain prescription drug prices, lowering the cost of health care
for everyone. Because Senate Bill 207 would eliminate this important tool, AHIP urges this committee to
oppose this legislation. Thank you.

3 https://onepercentsteps.com/wp-content/uploads/brief-epdcc-210208-1700.pdf
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