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Chart 1. Impact of AWP Litigation on 2010 Commercial Contract Pricing
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Definite Changes:

> Effective September 26, 2009, an adjustment
was made on the AWP of at least 1,800 products
(First DataBank decided to roll back all NDCs for
which it had marked up the AWP to 125% of
WAQC, not just the 1,400 drugs that were mentioned
in the settlement). The adjusted AWPs reflect 120%
of WAC.

e This impacts reimbursement under all
contracts that leverage AWP as a benchmark
for drug prices.

e Plans may re-write or adjust provider
contracts for drug reimbursement.

— This may consist of a change in
the percent of AWP reimbursed or
may result in a change in the pricing
methodology used.

> Effective September 26, 2011, First DataBank will
stop publishing AWP.

2011

e All contracts utilizing AWP will need to be

transitioned to another pricing methodology.

Potential Changes:

> Payers requiring more transparency in drug pricing.

> Increases in the use of WAC and ASP pricing.
> Creation of a new, still-to-be-determined drug
pricing methodology.

WHAT SHOULD MEDICAL PROVIDERS DO

TO PREPARE?

This current situation will likely impact provider drug
reimbursement over the next two years, and may present
medical providers with an opportunity to revisit drug
contract pricing with their payers. On the next page

is a checklist that providers may want to consider to
prepare for the impact of the AWP settlement on drug
reimbursement. Please note, it will be important to revisit
these activities each year for the next two years to ensure
future contract changes or opportunities are not missed.

Checklist:

v Research your state’s Medicaid drug pricing
methodology to determine financial impact of
the AWP adjustment on 1,800 products for your
Medicaid population.

v Check current commercial contacts for AWP
pricing methodology.

> If AWP pricing is used, check if products
used by your practice will be included
in the 1,800 products whose AWPs will
be adjusted.

> Calculate the financial impact
such adjustments would have on
your practice.

> Contact your payer representative to
initiate contract renegotiations.

v Contact your commercial payer representatives
to determine if your payer will still recognize First
DataBank as a pricing compendium and AWP as
a pricing methodology between now and 2011.

> If the payer will continue to recognize
First DataBank and AWP, determine
if the payer will be making changes to
the percentage of AWP reimbursed and
the financial impact this may have on
your practice.

> |f the payer will no longer recognize First
DataBank, identify what other pricing
compendia or other pricing mechanisms
your payer will recognize.

e Determine the financial impact of
these other pricing mechanisms
on your practice and use this
information for renegotiation. |

Jacquelyn Hall, M.S.P.H. is assistant director
at Xcenda.
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