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Article 4

The requirement of patients to use
specified doctors or hospitals can
become a burden for some patients.
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HMO, PPO, POS and PBM
Insurance-related terms such as HMO, PPO and PBM may seem
like foreign concepts to patients and may cause confusion for
some pharmacists as well. Insurance has experienced much
change from the past when a patient previously had the option of
which doctor, hospital or other provider to use, with the insur1
ance and patient each paying part of the bill. Health insurance is
now moving toward managed care plans, which are more compli-
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cated, including health maintenance organizations (HMOs), pre- -=======================~
1
ferred provider organizations (PPOs), and point-of-service (POS) plans.
HMOs, the most common form of managed care, are designed to help lower the cost of health care for both the patient and who1
ever is assisting with the coverage, such as an employer or the government. Services covered by the HMO are at a lower cost to
the patient than going to a doctor and paying for the visit themselves. Employers also receive benefits from HMOs, mainly less expensive health care rates due to the large size of the HMOs that are able to purchase services for many people and decide the type
1
of care they will receive. While each HMO plan is slightly different, they do have many similarities with one another. Each HMO
plan requires the use of a list of certain doctors or hospitals within their plan, usually within a geographic or service area deter2
mined by where a patient lives or works. It also requires a primary care physician, who serves as a source of preventive medicine
3
for the individual patient, to manage and coordinate each patient's health care. Approval for a service beyond the scope of the
1
primary care physician requires a referral to a specialist or hospital. This role of the primary care physician in HMOs allows them to
serve as a "gatekeeper" to specialist visits they deem either appropriate or unnecessary. Premiums for this type of insurance coverage are usually lower than traditional health coverage, and payments are not required up front, with reimbursement occurring via
1
a claims form. Co-payments are also much smaller for doctor visits, hospitalizations or prescription medications. The requirement
of patients to use specified doctors or hospitals can become a burden for some patients. Patients may also face difficulties when
requiring approval for a specialist or certain prescription medications by their primary care physician.
Preferred provider organizations (PPOs) contract with a network or group of "preferred" providers from which the patient can
4
choose. There is no need to select a primary care physician as the "gatekeeper." There is also no requirement for referrals to gain
access to other providers within the network. As long as care is received from within the network, patients are only responsible for
paying their annual deductible and a co-payment for the visit. If a patient was to receive a service from a doctor or hospital "out-ofnetwork," they would be required to pay a higher amount and file a claim to receive reimbursement.
Point-of-service (POS) plans combine features of both an HMO and PPO. Point-of-service (POS) plans have a network of doctors
and hospitals, and similar to an HMO plan, require a primary care physician and referral for specialty services. Some plans offer
limited coverage for outside of network medical care, but a deductible and co-payment exist as in a PPO plan. POS plans offer more
freedom of choice than an HMO plan, but patients will have higher expenses when going out-of-network. Pharmacy Benefit Managers (PBMs) handle the actual billing of prescription claims. Pharmacy Benefit Managers (PBMs) may be a part of the insurance
company or their own separate entity, such as Express Scripts or CVS Caremark.

Merger of Express Scripts and Medco
Express Scripts, Medco, and CVS Caremark are the top three PBMs, dominating the market and causing many concerns. 5 Recently,
Medco and Express Scripts have completed a successful merger, meaning together they will potentially control 30 percent of prescriptions processed annually. Both Medco and Express Scripts claim that the merger will help control costs of prescriptions for
patients; however, they do this by insisting patients get their medications through mail order pharmacies and use generic drugs. 6
This indeed helps patients save money, but it also takes away the face-to-face contact between patients and pharmacists. This lack
of direct contact with a pharmacist can directly impact a patient. For example, in case of patient confusion about a medication, he
5
cannot easily see a pharmacist to have the questions addressed. This directly negatively affects the role of the pharmacist as an
accessible and valuable source of knowledge as a health care provider within the community. Also, by Medco and Express Scripts
promoting the use of mail order pharmacies, this may decrease the number of available community jobs for pharmacists, and even
result in the closure of independent pharmacies.

Express Scripts and Walgreens Split
The contract for the reimbursement of prescription medications between the PBM Express Scripts and community pharmacy chain
7
Walgreens officially ended January 1, 2012. Express Scripts covered about 88 million of the 819 million scripts filled by Walgreens
in the 2011 fiscal year. As a result, Walgreens' 2012 January sales were down 2.3 percent, largely due to the ending of their con7
tract with Express Scripts. Walgreens' executives also cited that the decreased sales were partially the result of a weak influenza
season, and that the company only retained about 11 percent of their Express Scripts customers. Pharmacy chains around the
country are conducting heavy advertisement campaigns aimed at attracting the other 89 percent of Express Scripts Walgreens pa8
tients forced to find a different pharmacy.
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Adjudication
Although HMOs, PPOs, PMOs and POSs are confusing to patients,
even more confusing and relevant to them is the process that
their prescription must go through before they can receive their
medication. Part of the process, and often the most time consuming, is the term labeled "adjudication." Each insurance company
has a contract with each pharmacy, which defines the conditions
3
of reimbursement when the pharmacy dispenses a medication.
During adjudication, the insurer either accepts or rejects the pharmacy's claim. Each claim must be edited by a computer in order
to ensure completeness and that it complies with the National Council for Prescription Drug Programs {NCPDP) standards. The
member's eligibility must be determined next, using membership files. Finally, the adjudication process can begin and the claim
can be compared against the parameters of the plan. These claims can be rejected for many reasons, including quantity limits, prior
authorization, not covered and refill too soon.
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=====-------===---=======--'

Deriving a Formulary (Express Scripts)
Refill too soon and drug not covered rejections are common to see in a retail pharmacy setting, but what goes on behind the
scenes at the insurance company that causes these rejections? The formularies of insurance providers are what largely drive these
rejections, and looking into the formulary writing process for PBMs, such as Express Scripts, may help to alleviate some confusion
for pharmacists and their patients. Express Scripts was founded in 1986 and is now one of the largest PBMs in the country. 9 Drugs
10
covered on medication formularies vary widely depending on what types of medication a patient is taking. The reimbursement
rate for medications and the overall plan cost are points of variance as well. Formularies range from open, in which the plan sponsor pays a portion of all drugs, to closed, in which non-formulary drugs are not covered without an override process. Generally, a
formulary determines which medications are preferred in a given plan and also the reimbursement rates for non-formulary drugs.
For Express Scripts, formularies are determined by three committees consisting of physicians and pharmacists who review medications based on primary literature, Food and Drug Administration (FDA) package inserts and evidenced based guidelines. Two of the
three committees include Express Scripts employees and the third is known as the National Pharmacy and Therapeutics (P& T)
Committee. This final committee ultimately decides which drugs are to be included or excluded on a given formulary and consists
of independently practicing physicians and pharmacists. The National P& T Committee meets at least quarterly to discuss formulary
decisions, most of which are based on newly FDA-approved drugs. The National P&T Committee annually reviews the final formulary for the upcoming plan year to ensure it is clinically appropriate and current.
Rejections: Prior Authorization Required (PAR) and Quantity Limits
There are various reasons why an insurance company may require a PAR. One reason could be that a patient is obtaining a prescription for a brand name medication, such as Lipitor®, that has a less expensive generic alternative (atorvastatin) available for
which they would prefer to pay. Some medications have age-limits associated with them, so coverage may not exist if the patient is
outside of that age. An example of this situation would be Retin-A·, a topical acne treatment for children and young adults, which
may be prescribed to a woman who is beyond the upper age limit but who still suffers from acne breakouts. 11 Medications that
insurance companies do not deem as necessary to maintain life, such as medications for cosmetic reasons, lifestyle, or those to
treat non-life threatening conditions, such as erectile dysfunction, may also require PAR.
An insurance company may also apply quantity limits on medications for patients. This means that the insurance will only cover a
12 13
certain specified, limited amount of medication each time the prescription is filled. ' The purpose behind this is to ensure that
medications are taken properly and safely, with exceptions made only if the prescribing physician is able to justify a medica I necessity. Many insurance companies will only allow enough medication dispensed to cover a 30-day supply, even if the prescription was
originally written for a larger quantity. For example, the insurance company may decide it will only allow one Omnaris •inhaler per
30 days or one Byetta • prefilled pen per 30 days.
Some medications will be denied coverage by the insurance company. Examples of drugs denied coverage include: drugs
prescribed for cosmetic reasons, fluoride preparations, food supplement products, homeopathic and herbal preparations, multivi14
tamins, over-the-counter products, smoking cessation products and weight reduction products. Patients with prescriptions for
these medications may fill them at any retail pharmacy, but will be responsible for full cost of the medication.

Non-formulary rejections: Refill Too Soon (RTS) and Drug-not-covered
While there are a wide variety of plan formularies to tailor to patients' needs, some patients still may be taking a medication which
10
is not on their specific formulary. When this occurs, the pharmacist may receive a rejection such as "drug not covered." There is a
formal appeals process to attempt to allow Express Scripts to cover the non-formulary medication, but in many instances there are
preferred alternatives. For example, if Crestor® 10 mg is not on the formulary because it is a brand-name statin, a covered alterna15
tive may be generic atorvastatin 40 mg, because it has a similar percent reduction in LDL cholesterol and duration of action.

26

The Pharmacy And Wellness Review Supplement

I July 2012

Express Scripts has two approaches to aid both the pharmacist and the patient when a medication is not covered under the formulary.10 The first is called the Claims Processing System which notifies the pharmacist of comparable alternatives to the
non-formulary medication. After reviewing these alternatives, the pharmacist can then give the prescriber a recommendation
based on the best clinical and most economic option for the patient. The second system which helps Express Scripts patients
adhere to a given formulary is known as the Formulary Notification Program. This program is a proactive approach which sends
notification letters to patients if one of their medications is going to become non-formulary. Upon receiving this notification, the
patient may then notify his or her physician or pharmacist about the upcoming change and the soon to be non-formulary medication may be replaced with a more economic, therapeutically similar alternative.

Plan Sponsors: A Source of Rejections
While Express Scripts derives a wide variety of drug formularies, it
is up to the plan sponsor to ultimately create a prescription-drug
benefit program based on their patient population being insured.10 A prescription-drug benefit program consists of a drug
formulary, co-pay structures, benefit caps, and utilization management offerings such as quantity limits, prior authorizations,
and physician consultation. Pharmacy Benefit Managers like Express Scripts work closely with plan sponsors to create individualized prescription-drug benefit programs, but the final decision resides with the plan sponsor. Once the sponsor determines their
prescription-drug benefit program, it is up to Express Scripts to enforce. A refill too soon rejection, for example, is a rejection due
to the specific quantity level limits of a sponsor's prescription-drug benefit plan, rather than a certain Express Scripts formulary.
Another example would include an employee's company designing a drug benefit plan in which someone could only get an oral
birth control prescription every 28 days and no sooner. If a patient comes in on day 27 for a refill, Express Scripts would have to
give a "refill-too-soon" rejection because of the drug benefit program that the company chose. Each individual company's prescri ption-drug benefit program is unique and therefore rejections seen when attempting to adjudicate a prescription will not be the
10
same for every program.

Pharmacists may be a potential
bridge for patients to help better
understand the terms of their
insurance plans...

==========--=========--'

Conclusion
Pharmacists may be a potential bridge for patients to help better understand the terms of their insurance plans and how to deal
with various rejection claims. As pharmacists, we directly speak with representatives from insurance companies to resolve claims,
and as a result we can explain the outcomes to the patient. It is important therefore, that we understand how insurance companies
operate and how claims are processed. It is also important to keep informed and active politically about proceedings such as the
Express Scripts and Medco merger, or the Walgreens split from Express Scripts. As pharmacists, we may be able to answer questions patients may have about these issues they have seen in the media and it could also affect pharmacists' jobs in the future.
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