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2020 AMENDMENT TO EXPRESS SCRIPTS, INC. 
EMPLOYER GROUP PHARMACY BENEFIT MANAGEMENT AGREEMENT 

This AMENDMENT to the PHARMACY BENEFIT MANAGEMENT AGREEMENT (the “Amendment”) is 
entered into as of the Effective Date, by and between EXPRESS SCRIPTS, INC., a Delaware corporation 
(“ESI"), and  City of Ann Arbor ("Employer Group"). 

RECITALS 

A. ESI and Employer Group are parties to an Employer Group Agreement dated  July 1, 2011, (the
“Agreement”), pursuant to which ESI agrees to provide prescription drug benefit management services to 
Employer Group. 

B. Employer Group and ESI desire to amend the Agreement in accordance with the terms and
conditions set forth herein. 

NOW, THEREFORE, in consideration of the premises and other conditions contained herein, the parties 
hereto hereby agree as follows: 

TERMS OF AMENDMENT 

1. Definitions.  For purposes of this Amendment, any capitalized term not otherwise defined herein shall
have the meaning set forth in the Agreement.

2. Exhibit A-1 of the Agreement is hereby deleted in its entirety and replaced with Exhibit A-1 attached
hereto.

3. Exhibit A-3 of the Agreement is hereby deleted in its entirety and replaced with Exhibit A-3 attached
hereto.

4. Exhibit D of the Agreement is hereby deleted in its entirety and replaced with Exhibit D attached hereto.

5. Effective Date.  This Amendment shall be effective as of January 1, 2020.

6. Effect of Amendment.  Except as expressly provided herein, the terms and conditions of the Agreement
shall remain in full force and effect.  In the event of a conflict between this Amendment and the Agreement, the
terms of this Amendment shall prevail.



2 

4110561.v2 

IN WITNESS WHEREOF, the undersigned have executed this Amendment as of the day and year set 
forth above. 

EXPRESS SCRIPTS, INC. 

By: 

Printed Name: 

Title: 

Date: 

City of Ann Arbor 

By: 

Printed Name: 

Title: 

Date: 



For the City of Ann Arbor 

By_______________________ 

Christopher Taylor, Mayor  

By_______________________ 

Jacqueline Beaudry, City Clerk  

By_______________________ 

Steven K. Postema, City Attorney 

Approved as to substance: 

By_______________________ 

John Fournier, Assistant City Administrator/Interim Director, Human Resources and Labor 

Relations 
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Exhibit A-1 
Pharmacy Reimbursement Rates 

______(initial)   A. Option 1 – Traditional Pricing

I. Participating Pharmacy Reimbursement Rates (Excludes Specialty Products)

ESI National Plus 
Network

2-Tier/3-Tier  Plan Design

1-83 days’ supply Retail 90 Maintenance Network(1) 
84 or greater days’ supply 

In-House Pharmacy(2) 

Ingredient Cost - Brand(3) The lower of U&C or, 
AWP -19.00% 

The lower of U&C or, 
AWP -23.00% 

Pass Through 

Generic Ingredient Cost(3) The lower of MRA, U&C or 
AWP – 25.00% 

The lower of MRA, U&C or 
AWP – 40.00% Pass Through 

Ingredient Cost - 
Compound Drugs 

Lesser of U&C or combined 
AWP plus applicable service 

fee 

Lesser of U&C or combined AWP 
plus applicable service fee 

Pass Through 

Dispensing Fee/Rx $0.55 $0.55 Pass Through 

Administrative Fee/Rx $0.00 $0.00 $1.00 
(1)Certain Participating Pharmacies have agreed to participate in the extended 84 or greater day supply network (“Maintenance
Network”) for maintenance drugs.  Pricing in the 84 or greater Days’ Supply column in the table set forth above is applicable only if
Employer Group implements the Retail 90 Maintenance Network.  With this Retail 90 Maintenance Network, Members who fill extended
days’ supply prescriptions at a Participating Pharmacy other than a Maintenance Network Participating Pharmacy do not receive benefit
coverage under the Plan for such prescription.
(2)This pricing is available for hospitals and health care centers with in-house pharmacies and is applicable only to claims processed
through such in-house pharmacies.
(3)Notwithstanding the preceding, ESI will guarantee a minimum average discount for Brand Drugs and Generic Drugs, as set forth in
the table in Section III below.

II. Mail Service Pharmacy Pricing (Excludes Specialty Products)

Standard Home Delivery Home Delivery: EHD, PHD or SHD(2) 

Any  Day Supply Any Day Supply 

Brand Ingredient Cost(1) AWP -26.00% AWP -26.50% 

Generic Ingredient Cost(1) AWP -40.00% or, if lower, MRA AWP -40.00% or, if lower, MRA 

Compound Drug Ingredient Cost Combined AWP plus applicable service 
fee 

Combined AWP plus applicable service fee 

Dispensing Fee / Rx $0.00 $0.00 

Minimum Rate / Rx $0.00 $0.00 

Administrative Fee $0.00 $0.00 
(1)Notwithstanding the preceding, ESI will guarantee a minimum average discount for Brand Drugs and Generic   Drugs, as set forth in the
table in Section III below.
(2)Exclusive Home Delivery (EHD), Preferred Home Delivery (PHD) and Select Home Delivery (SHD) receive additional AWP discount.

III. Ingredient Cost Guarantees:  ESI will guarantee a minimum average discount as reflected
below to be calculated as follows: 

[1-(total discounted AWP ingredient cost (excluding dispensing fees and prior to application of 
Copayments) of applicable Prescription Drug Claims for the annual period divided by total undiscounted 
AWP ingredient cost (both amounts will be calculated as of the date of adjudication) for the annual 
period)].  Member copayments will not be included in any of the calculations. 

Notwithstanding anything herein to the contrary: (i) a Prescription Drug Claim that processes at the brand rates 
set forth in Section I (Participating Pharmacy Reimbursement Rates) and Section II (Mail Pharmacy 
Reimbursement Rates) above, as indicated on the ingredient cost field of the Prescription Drug Claim’s data 
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record, shall be reconciled as part of the brand guarantee below; and (ii)  a Prescription Drug Claim that 
processes at the generic rates set forth in Section I (Participating Pharmacy Reimbursement Rates) and Section 
II (Mail Pharmacy Reimbursement Rates) above, as indicated on the ingredient cost field of the Prescription 
Drug Claim’s data record, shall be reconciled as part of the generic guarantee below.  The only Prescription 
Drug Claims that shall be excluded from the reconciliation of the pricing guarantee are as identified in the 
“Claims Excluded” column of the table below.  All other Prescription Drug Claims shall be included in the 
reconciliation of the guarantee. 

Type of Guarantee Participating Pharmacy(1) Mail Service Pharmacy 
Any days’ supply 

Claims 
Included 

Claims Excluded 

Generic AWP 
Guarantee

(1-83 days’ supply): 
AWP –84.00% 

Maintenance Network(2) 
(84 or greater days’ supply: 

AWP –86.75% 

AWP –88.75% MRA, AWP, 
U&C, House 
Generics 

OTC, Compounds, 
Vaccines, Member 
Submitted Claims, 
Claims with ancillary 
charges, Specialty 
Products, In-House 
Pharmacy claims as 
described in Section I 
above. 

Brand AWP 
Guarantee 

(1-83 days’ supply): 
AWP –19.00% 

Maintenance Network(2) 
(84 or greater days’ supply: 

AWP – 23.00% 

Standard Home Delivery: 
AWP -26.00% 

Home Delivery: EHD, PHD or SHD: 
AWP – 26.50% 

MRA, AWP, 
U&C 

OTC, Compounds, 
Vaccines, Member 
Submitted Claims, 
Claims with ancillary 
charges, Specialty 
Products, In-House 
Pharmacy claims as 
described in Section I 
above. 

(1)Pricing under the ESI National Network is available with an additional 0.5% AWP discount on Brand Drugs. Pricing under the Express Advantage
Exclusive Network is available with an additional 1% AWP discount on Brand Drugs, 0.5% AWP discount on Generic Drugs and a $0.15 discount
on the dispensing fee. Pricing under the Express Advantage Select Network is available with an additional 1% AWP discount on Brand Drugs and a
$0.15 discount on the dispensing fee.
(2)Certain Participating Pharmacies have agreed to participate in the extended 84 or greater day supply network (“Maintenance Network”) for
maintenance drugs.  Pricing in the 84 or greater Days’ Supply column in the table set forth above is applicable only if Employer Group implements
the Retail 90 Maintenance Network.  With this Retail 90 Maintenance Network, Members who fill extended days’ supply prescriptions at a 
Participating Pharmacy other than a Maintenance Network Participating Pharmacy do not receive benefit coverage under the Plan for such
prescription.

Guarantee Reconciliation.  
Guarantees will be measured and reconciled on an annual basis within 90 days of the end of each contract year 
(the “Reconciliation Period”).  The above guarantees are annual guarantees – if this Agreement is terminated 
prior to the completion of the then current contract year (hereinafter, a “Partial contract Year”), then the above 
guarantees will not apply for such Partial Contract Year.  To the extent Employer Group changes its benefit 
design or Formulary during the term of the Agreement, the guarantee will be equitably adjusted if there is a 
material impact on the generic discount achieved.  ESI will pay the full value of the financial shortfall to 
Employer Group for any shortfall between the actual result and the guaranteed result.  Each guarantee 
(Participating Pharmacy Generic 1-83 days’ supply, Participating Pharmacy Generic 84 or greater days’ supply, 
Participating Pharmacy Brand 1-83 days’ supply, Participating Pharmacy Brand 84 or greater days’ supply, Mail 
Service Pharmacy Generic, Mail Service Pharmacy Brand) stands on its own and surpluses cannot be used to 
offset deficits. 
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______(initial)    B. Option 2 – Pass Through Pricing.  
 

I. Participating Pharmacy Reimbursement Rates (Excludes Specialty Products) 
 

 This pricing is available to all KPPC Clients that 
select pass through pricing 

Pass-Through Pricing 2-Tier/3 Tier Plan Design  

Network Pass Through ESI National Plus Network 

Ingredient Cost - Brand and Generic Pass Through 

Ingredient Cost - Compound Drugs Pass Through 

Dispensing Fee/Rx Pass Through 

Brand Administrative Fee/Rx $1.50 

Generic Administrative Fee/Rx $1.50 

 
II.    Mail Service Pharmacy Pricing (Does Not Apply to Specialty Products) 
 

 Standard Home Delivery  Home Delivery: EHD, PHD or SHD(1)  

 Any Day Supply Any Day Supply 

Brand Ingredient Cost AWP -26.00%  AWP -26.50% 

Generic Ingredient Cost AWP -40.00% or, if lower, MRA AWP -40.00% or, if lower, MRA 

Compound Drug Ingredient Cost Combined AWP plus applicable service fee Combined AWP plus applicable service fee 

Dispensing Fee / Rx $0.00 $0.00 

Minimum Rate / Rx  $0.00 $0.00 

Administrative Fee $0.00 $0.00 
(1)Exclusive Home Delivery (EHD), Preferred Home Delivery (PHD) and Select Home Delivery (SHD) receive additional AWP 
discount. 
 

______(initial)    C. Option 3 – Applied Rebate Pricing 
 

I. Participating Pharmacy Reimbursement Rates  Retail  (Excludes Specialty Products) 

 

ESI National Plus Network (1) 
 

2-Tier/3-Tier Plan Design 
ESI National Preferred 

Formulary 

2-Tier Plan Design Basic 
Formulary 

3-Tier Plan Design Basic 
Formulary 

Ingredient Cost – Brand Only(2)  

1-83 days’ supply 
 
Maintenance Network 
84 or greater day’s supply 

The lower of AWP -
41.00% or U&C 

 
The lower of AWP -

46.50% or U&C 

The lower of AWP -
30.15% or U&C 

 
The lower of AWP -

37.25% or U&C 

The lower of AWP -
32.65% or U&C 

 
The lower of AWP -

37.85% or U&C 

Generic Ingredient Cost 

1-83 days’ supply 
 
 
84 or greater days’ supply 

The lower of AWP, MRA, 
or U&C 

Retail AWP – 25.00% 

 
The lower of AWP, MRA, 

or U&C 
Retail AWP – 40.00% 

The lower of AWP, MRA, 
or U&C 

Retail AWP – 25.00% 
 

The lower of AWP, MRA, 
or U&C 

Retail AWP – 40.00% 

The lower of AWP, MRA, 
or U&C 

Retail AWP – 25.00% 
 

The lower of AWP, MRA, 
or U&C 

Retail AWP – 40.00% 

Ingredient Cost - Compound Drugs Lesser of U&C or 
combined AWP plus 

applicable service fee 

Lesser of U&C or 
combined AWP plus 

applicable service fee 

Lesser of U&C or 
combined AWP plus 

applicable service fee 

Dispensing Fee/Rx $0.55 $0.55 $0.55 

Administrative Fee/Rx $0.00 $0.00 $0.00 
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(1)Subject to the terms of Exhibit A-3, Participating Pharmacy brand ingredient cost above reflects the adjustment of application of 
Rebates as set forth on such exhibit.  

(2)Certain Participating Pharmacies have agreed to participate in the extended 84 or greater day supply network (“Maintenance 
Network”) for maintenance drugs.  Pricing in the 84 or greater Days’ Supply column in the table set forth above is applicable only if 
Employer Group implements the Retail 90 Maintenance Network.  With this Retail 90 Maintenance Network, Members who fill 
extended days’ supply prescriptions at a Participating Pharmacy other than a Maintenance Network Participating Pharmacy do not 
receive benefit coverage under the Plan for such prescription. 
 

II.    Mail Service Pharmacy Pricing (Excludes Specialty Products) 
 

Applied Rebate ESI National Preferred 
Formulary 

Basic Formulary 

Standard Home Delivery(1) 2-Tier / 3-Tier Plan Design 2-Tier Plan Design 3-Tier Plan Design 

Any Day Supply Any Day Supply Any Day Supply 

Brand Ingredient Cost(2) AWP -54.50% AWP – 39.15% AWP -45.15% 

Generic Ingredient Cost(2)(3) AWP -40.00% or, if lower, 
MRA(4) 

AWP -40.00% or, if lower, 
MRA 

AWP -40.00% or, if lower, MRA 

Compound Drug Ingredient 
Cost 

Combined AWP plus 
applicable service fee 

Combined AWP plus 
applicable service fee 

Combined AWP plus applicable 
service fee 

Dispensing Fee / Rx $0.00 $0.00 $0.00 

Minimum Rate / Rx  $0.00 $0.00 $0.00 

Administrative Fee $0.00 $0.00 $0.00 
(1)If Employer Group implements EHD, SHD, or PHD there will be an additional 0.5% AWP discount on Brand Drugs. 
(2)Subject to the terms of Exhibit A-3, Participating Pharmacy brand ingredient cost above reflects the adjustment of application of Rebates 
as set forth on such exhibit. 
 (3)Notwithstanding the preceding, ESI will guarantee a minimum average discount for Brand Drugs and Generic Drugs, as set forth in the 
table in Section III below. 

 
III. Ingredient Cost Discount Guarantees:  ESI will guarantee a minimum average discount as reflected 

below to be calculated as follows: 
 

[1-(total discounted AWP ingredient cost (excluding dispensing fees and prior to application of 
Copayments) of applicable Prescription Drug Claims for the annual period divided by total undiscounted 
AWP ingredient cost (both amounts will be calculated as of the date of adjudication) for the annual 
period)].    Member copayments will not be included in any of the calculations. 
 

Notwithstanding anything herein to the contrary: (i) a Prescription Drug Claim that processes at the brand rates 
set forth in Section I (Participating Pharmacy Reimbursement Rates) and Section II (Mail Pharmacy 
Reimbursement Rates) above, as indicated on the ingredient cost field of the Prescription Drug Claim’s data 
record, shall be reconciled as part of the brand guarantee below; and (ii)   a Prescription Drug Claim that 
processes at the generic rates set forth in Section I (Participating Pharmacy Reimbursement Rates) and Section 
II (Mail Pharmacy Reimbursement Rates) above, as indicated on the ingredient cost field of the Prescription 
Drug Claim’s data record, shall be reconciled as part of the generic guarantee below.  The only Prescription 
Drug Claims that shall be excluded from the reconciliation of the pricing guarantee are as identified in the 
“Claims Excluded” column of the table below.  All other Prescription Drug Claims shall be included in the 
reconciliation of the guarantee. 
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Type of 
Guarantee 

Participating Pharmacy  
Retail(1)  

Mail Service Pharmacy 
Any days’ supply 

Claims 
Included  

Claims Excluded 

Generic AWP 
Guarantee 

1-83 days’ supply: AWP –84.00% 
 

Maintenance Network(2) 
84 or greater days’ supply:  

AWP –86.75% 

 
AWP –88.75% 

MRA, AWP, 
U&C; House 
Generics 

OTC, Compounds, 
Vaccines, Member 
Submitted Claims, 
Claims with ancillary 
charges, Specialty 
Products, In-house 
Pharmacy claims as 
described in Section I 
above 

Brand AWP 
Guarantee 
ESI National 
Preferred 
Formulary 
 
 
 

1-83 days’ supply: AWP –41.00% 
 

Maintenance Network(2) 
84 or greater days’ supply:  

AWP –46.50% 

Standard Home Delivery:  
AWP –54.50% 

 
Home Delivery: EHD, PHD 

or SHD: 
AWP –55.00% 

MRA, AWP, 
U&C 
 
 

OTC, Compounds, 
Vaccines, Member 
Submitted Claims, 
Claims with ancillary 
charges, Specialty 
Products, In-house 
Pharmacy claims as 
described in Section I 
above 

Brand AWP 
Guarantee 
2-Tier Plan 
Design Basic 
Formulary 
 

1-83 days’ supply: AWP – 30.15% 
 

Maintenance Network(2) 
84 or greater days’ supply:  

AWP – 37.25% 

Standard Home Delivery:  
AWP – 39.15% 

 
Home Delivery: EHD, PHD 

or SHD: 
AWP – 39.65% 

MRA, AWP, 
U&C 

OTC, Compounds, 
Vaccines, Member 
Submitted Claims, 
Claims with ancillary 
charges, Specialty 
Products, In-house 
Pharmacy claims as 
described in Section I 
above 

Brand AWP 
Guarantee 
3-Tier Plan 
Design Basic 
Formulary 

1-83 days’ supply: AWP –32.65% 
 

Maintenance Network(2) 
84 or greater days’ supply:  

AWP –37.85% 

Standard Home Delivery:  
AWP –45.15% 

 
Home Delivery: EHD, PHD 

or SHD: 
AWP –45.65% 

MRA, AWP, 
U&C 

OTC, Compounds, 
Vaccines, Member 
Submitted Claims, 
Claims with ancillary 
charges, Specialty 
Products, In-house 
Pharmacy claims as 
described in Section I 
above 

(1)Pricing under the ESI National Network is available with an additional 0.5% AWP discount on Brand Drugs. Pricing under the Express Advantage 

Exclusive Network is available with an additional 1.0% AWP discount on Brand Drugs, 0.5% AWP discount on Generic Drugs and a $0.15 discount on 
the dispensing fee. Pricing under the Express Advantage Select Network is available with an additional 1.0% AWP discount on Brand Drugs and a 
$0.15 discount on the dispensing fee. 
(2)Certain Participating Pharmacies have agreed to participate in the extended 84 or greater day supply network (“Maintenance Network”) for 

maintenance drugs.  Pricing in the 84 or greater Days’ Supply column in the table set forth above is applicable only if Employer Group implements the 
Retail 90 Maintenance Network.  With this Retail 90 Maintenance Network, Members who fill extended days’ supply prescriptions at a Participating 
Pharmacy other than a Maintenance Network Participating Pharmacy do not receive benefit coverage under the Plan for such prescription. 

 
Guarantees will be measured and reconciled on an annual basis within 90 days of the end of each contract year 
(the “Reconciliation Period”).  The above guarantees are annual guarantees – if this Agreement is terminated 
prior to the completion of the then current contract year (hereinafter, a “Partial contract Year”), then the above 
guarantees will not apply for such Partial Contract Year.  To the extent Employer Group changes its benefit 
design or Formulary during the term of the Agreement, the guarantee will be equitably adjusted if there is a 
material impact on the generic discount achieved.  ESI will pay the full value of the financial shortfall to 
Employer Group for any shortfall between the actual result and the guaranteed result.  Each guarantee 
(Participating Pharmacy Generic 1-83 days’ supply, Participating Pharmacy Generic 84 or greater days’ supply, 
Participating Pharmacy Brand 1-83 days’ supply, Participating Pharmacy Brand 84 or greater days’ supply, Mail 
Service Pharmacy Generic, Mail Service Pharmacy Brand) stands on its own and surpluses cannot be used to 
offset deficits. 
 



8 
 

4110561.v2 

D. Specialty Products.  Employer Group shall elect Specialty as set forth below.    
 

1. ESI Specialty Pharmacy shall be the provider of Specialty Products for the reimbursement rates 
shown in the table below.  Any Specialty Product dispensed from a pharmacy other than ESI Specialty 
Pharmacy (for example, limited distribution products not then available through ESI Specialty Pharmacy or 
overrides) shall be reimbursed at the Specialty Participating Pharmacy rate shown below.  Upon ESI Specialty 
Pharmacy acquisition of limited distribution products, Members shall obtain prescriptions through ESI Specialty 
Pharmacy.   
 

Specialty Ingredient Cost Dispensing Fee 

ESI Specialty Pharmacy Specialty Drug List (reconciled annually) $0.00 

ESI Specialty Pharmacy Applied Rebate(1) Specialty Drug List  (reconciled annually) $0.00 

Participating  Pharmacy  Specialty Drug List  (reconciled annually) $0.55 
(1) Option 3, Applied Rebates.  Subject to the terms of Exhibit A-3, ESI Specialty Pharmacy Brand ingredient cost above 
reflects the adjustment of application of Rebates as set forth on such exhibit.  

 
Specialty Drug List Point of Sale Guarantee Reconciliation – Traditional/Applied Rebates 
Guarantees will be measured and reconciled on an annual basis within 90 days of the end of each 
contract year (the “Reconciliation Period”).  The above guarantees are annual guarantees – if this 
Agreement is terminated prior to the completion of the then current contract year (hereinafter, a “Partial 
contract Year”), then the above guarantees will not apply for such Partial Contract Year.  ESI will pay 
the full value of the financial shortfall to Employer Group for any shortfall between the actual result and 
the guaranteed result.  Each guarantee (Participating Pharmacy, ESI Specialty Pharmacy) stands on its 
own and surpluses cannot be used to offset deficits. 

 
 2. Specialty Products priced at U&C or MRA shall be excluded from price guarantees for 
Participating Pharmacies and Mail Service Pharmacy set forth in this Exhibit.  In no event shall the Mail Service 
Pharmacy or Participating Pharmacy pricing specified in the Agreement apply to Specialty Products. 
 

3. ESI shall notify Keenan, Independent Advisor and Employer Groups no more frequently than 
monthly of new Specialty Products that are introduced to the market and added to the Specialty Drug List on or 
after the Effective Date of this Agreement with their applicable Specialty Drug List reimbursement rates 
(“Notice”).  ESI shall provide an electronic file of the Specialty Drug List to Keenan and Independent Advisor on 
a quarterly basis.  Employer Group and ESI agree as follows: 

 
(i) If Employer Group has expressly excluded a specific therapy class or product on a Set-Up 

Form, Specialty Products in such excluded classes will automatically be deemed excluded from coverage 
and will reject as “NDC Not Covered” through Participating Pharmacies, Mail Service Pharmacy and ESI 
Specialty Pharmacy; otherwise, all other Specialty Products shall be implemented as Covered Drugs at 
the rate specified in the applicable Specialty Drug List or Notice, and Employer Group acknowledges and 
agrees to same.  If Employer Group desires to cover otherwise excluded Specialty Products, Employer 
Group must notify ESI in writing that it desires to cover the Specialty Product before ESI will adjudicate as 
a Covered Drug, and if ESI receives such confirmation of coverage from Employer Group such Specialty 
Product will be loaded thereafter as a Covered Drug at the applicable Specialty Drug List reimbursement 
rate set forth in the Notice.   

 
(ii)   Employer Group must notify ESI in writing if it wants to exclude the Specialty Product from 

coverage.  The exclusion will be implemented within seven (7) business days after the date of ESI’s receipt 
of such the notification.  There will not be any retroactive denials for Prescription Drug Claim processed prior 
to ESI’s receipt of the rejection notice and implementation of the exclusion as provided above and Employer 
Group shall be responsible for the payment of such Prescription Drug Claims processed prior to the 
rejection of coverage.   

 
(iii) Notwithstanding the Specialty Product pricing terms set forth above, ESI will guarantee an 

average aggregate annual ingredient cost discount for Specialty Products dispensed through ESI 
Specialty Pharmacy and Participating Pharmacy Retail as follows: 
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 Type of Guarantee ESI Specialty 
Pharmacy 

Participating Pharmacy 
Retail 

Claims Excluded 

Average Aggregate Annual 
Ingredient Cost Discount 

Guarantee(1) 

 
AWP – 19.50% 

 
AWP –17.25% 

 
None 

(1)Option 1, Traditional.  If the Specialty Drug List is adopted in full and not customized by Employer Group (coverage of all 
products and no exclusions upon implementation or during the term), ESI shall guarantee an ESI Specialty Pharmacy 
minimum average discount listed in the table above.   

 

Specialty Average Aggregate Annual Discount Reconciliation – Traditional 
Guarantees will be measured and reconciled on an annual basis within 90 days of the end of each contract year 
(the “Reconciliation Period”).  The above guarantees are annual guarantees – if this Agreement is terminated 
prior to the completion of the then current contract year (hereinafter, a “Partial contract Year”), then the above 
guarantees will not apply for such Partial Contract Year.  ESI will pay the full value of the financial shortfall to 
Employer Group for any shortfall between the actual result and the guaranteed result.  Each guarantee 
(Participating Pharmacy, ESI Specialty Pharmacy) stands on its own and surpluses cannot be used to offset 
deficits. 

 

Type of Guarantee ESI Specialty 
Pharmacy 

Participating Pharmacy 
Retail 

Claims Excluded 

ESI National Preferred Formulary 
Average Aggregate Annual 
Ingredient Cost Discount 

Guarantee(1) 

AWP –31.00% AWP – 24.25% None 

Basic Formulary 
Average Aggregate Annual 
Ingredient Cost Discount 

Guarantee(1) 

AWP –22.65% AWP –19.75% None 

(1)Option 3, Applied Rebates.  If the Specialty Drug List is adopted in full and not customized by Employer Group (coverage 
of all products and no exclusions upon implementation or during the term), ESI shall guarantee a ESI Specialty Pharmacy 
minimum average discount listed in the table above.   

 
Specialty Average Aggregate Annual Discount Reconciliation – Applied Rebates 
Guarantees will be measured and reconciled on an annual basis within 90 days of the end of each contract year 
(the “Reconciliation Period”).  The above guarantees are annual guarantees – if this Agreement is terminated 
prior to the completion of the then current contract year (hereinafter, a “Partial contract Year”), then the above 
guarantees will not apply for such Partial Contract Year.  ESI will pay the full value of the financial shortfall to 
Employer Group for any shortfall between the actual result and the guaranteed result.  Each guarantee 
(Participating Pharmacy, ESI Specialty Pharmacy) stands on its own and surpluses cannot be used to offset 
deficits. 

 
Specialty Products will be adjudicated according to the Specialty Products List. The above Specialty Product 
average aggregate annual guarantee will be reconciled in accordance with the terms of Section (iii) above. 

 
ESI will pay the full value of the financial shortfall to Employer Group for any shortfall between the actual 
result and the guaranteed result.  Each guarantee stands on its own and surpluses cannot be used to offset 
deficits. 

 

4. Pricing for ASES is as follows:  
 

(i) For Specialty Products needing an additional charge to cover costs of all supplies, equipment 
(e.g., pumps), nursing and clinical monitoring required to administer the Specialty Products, the 
following standard per diem and nursing fee rates shall apply.  Exceptions to the standard per diem and 
nursing rates are set forth in (ii), below, which list may be updated from time to time by ESI.  Pricing for 
home infusion supplies and services provided at Participating Pharmacies (for example, limited 
distribution products not then available through ESI Specialty Pharmacy or overrides) will be pass-
through and based on the provider’s rates. 
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Standard Per Diem $65/dose 

Standard Nursing Fee/ First 2 Hours $150 

Standard Nursing Hourly $75 
 

(ii) Additional Exceptions to AWP Discount Rates and Standard Per Diem & Nursing Fees 
 

Brand Name AWP Discount Per Diem 

EPOPROSTENOL 1.0% $65/day  

REMODULIN 5.0% $65/day  
 

The TYVASO AWP discount includes Phone Support Nursing, Supplies, Pump, first two training visits, and 
Coordination of In-Person Nursing.  In-home nursing that is requested/needed beyond the first two training 
visits will be charged at a rate of $150 for the first two hours and $75 for every hour after. 

 
E. Vaccine Claims (No vaccine claims will be included in any pricing or rebate guarantee set forth 
in the Agreement).  For clarity, Rebates collected, if any, for a Vaccine Claim will be included in the 
100% Rebate pass back in Exhibit A-3,  
 

(a) General Terms applicable to Vaccine Claims 
 
(i) Vaccine Claims shall adjudicate at the lower of U&C or the amounts shown in the table below.  

In the case of Vaccine Claims, the U&C shall be the retail price charged by a Participating Pharmacy for 
the particular vaccine, plus administration and dispensing fees, in a cash transaction on the date the 
vaccine is dispensed as reported to ESI by the Participating Pharmacy. 

 
(ii) The Vaccine Administration Fee for Vaccine Claims for Members enrolled in Employer Group’s 

Medicaid programs, if any, will be capped at the maximum reimbursable amount under the state 
Medicaid program in which the Member is enrolled.     
 

(iii) All Vaccine Claims will be subject to any Administrative Fees set forth in the Agreement.   
 

(iv) Vaccine Claims will be charged a program fee of $2.50 per Vaccine Claim.  The Vaccine 
Program Fee will be billed separately to Employer Group as part of the administrative invoice according 
to the billing frequency set forth in this Agreement. 
 
(b) Vaccine Claim Pricing 

 

 Participating Pharmacy 
INFLUENZA 

Participating Pharmacy 
ALL OTHER VACCINES 

Member Submitted Vaccine 
Claims (excluding foreign 

claims) 

Vaccine Administration 
Fee 

Pass-Through 
(capped at $15 per 

vaccine claim) 

Pass-Through 
(capped at $20 per 

vaccine claim) 

 
Submitted amount  

Ingredient Cost 

 

Participating Pharmacy 
Ingredient Cost as set forth 

in the Agreement 

Participating Pharmacy 
Ingredient Cost as set forth 

in the Agreement 
Submitted amount 

Dispensing Fee 
 

Participating Pharmacy 
Dispensing Fee as set forth 

in the Agreement 

Participating Pharmacy 
Dispensing Fee as set forth 

in the Agreement 
Submitted amount 

Administrative 
Fee/Vaccine Claim 

Administrative Fee per Prescription Drug Claim as set 
forth in the Agreement 

Administrative Fee per 
Prescription Drug Claim (plus 

manual claim administrative fee) 
as set forth in the Agreement 

Vaccine Program Fee $2.50  
per vaccine claim 
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Exhibit A-3 
 
A. Rebates. 
 

______(initial)   Option 1 – Traditional Pricing:   
 
A. Subject to the Rebate conditions 1. – 5. set forth below and elsewhere in this Agreement, ESI will 
pay to Employer Group an amount equal to the greater of: 

 
(i) 100% of the Rebates received by ESI; (including rebates earned on House Generics, OTCs, 

Compounds, and Vaccines, if any) 
 

Or 
 

(ii) Subject to Employer Group meeting the Plan design conditions identified in the table below, the 
following guaranteed amounts: 
 

Formulary(1) 
  

ESI National Preferred  
2-Tier/3-Tier Plan Designs 

ESI National Plus Network 
ESI National Network 
Express Advantage Network 

Participating Pharmacies and  
In-House Pharmacies (if applicable) 

 

Mail Service Pharmacy & ESI Specialty 
Pharmacy 

Any days’ supply 

Per Non-Specialty Product 
Brand Claim 

 

1 to 83 days’ supply: $139.00 
Maintenance Network  

(84 or greater days’ supply): $333.00 

 
$442.00  

Per Specialty Product Brand 
Claim 

 
$550.00 

 
$1,100.00 

(1)If Employer Group adopts the ESI High Performance Formulary, subject to the terms and conditions set forth below, ESI will remit to 

Employer Group an amount equal to 100% of the Rebates received by ESI from pharmaceutical manufacturers, rather than the Rebate 
guarantee amounts set forth in the table above.  In such case, ESI will provide Employer Group with standard ESI Rebate reporting 
specific to Employer Group’s actual claims experience confirming that Employer Group received an amount equal to 100% of the 
Rebates collected by ESI. 

 

Formulary(1) 
  

Basic 
2-Tier Plan Designs 

Basic 
3-Tier Plan Designs 

ESI National Plus Network 
ESI National Network 
Express Advantage Network 

Participating 
Pharmacies and  

In-House 
Pharmacies  

(if applicable) 

Mail Service 
Pharmacy & ESI 

Specialty Pharmacy 
Any days’ supply 

Participating 
Pharmacies and  

In-House 
Pharmacies  

(if applicable) 

Mail Service 
Pharmacy & ESI 

Specialty Pharmacy 
Any days’ supply 

Per Non-Specialty Product 
Brand Claim  

 

1 to 83 days’ supply: 
$51.25 

Maintenance 
Network  

(84 or greater days’ 
supply): $129.25 

 
$192.75  

1 to 83 days’ supply: 
$77.50 

Maintenance 
Network  

(84 or greater days’ 
supply): $194.50 

 
$290.00  

Per Specialty Product Brand 
Claim 

 
$275.00 

 
$275.00 

 
$275.00 

 
$275.00 

(1)If Employer Group adopts the ESI High Performance Formulary, subject to the terms and conditions set forth below, ESI 

will remit to Employer Group an amount equal to 100% of the Rebates received by ESI from pharmaceutical manufacturers, 
rather than the Rebate guarantee amounts set forth in the table above.  In such case, ESI will provide Employer Group with 
standard ESI Rebate reporting specific to Employer Group’s actual claims experience confirming that Employer Group 
received an amount equal to 100% of the Rebates collected by ESI. 

 
Subject to the conditions set forth herein, ESI shall pay Employer Group the percentage amount set 

forth above for Rebates actually collected by ESI during each calendar quarter hereunder within approximately 
one hundred and fifty (150) days following the end of such calendar quarter.  ESI shall also pay Employer Group 
the percentage amount set forth above for residual Rebates collected by ESI, if any, related to such calendar 
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quarter, which are collected by ESI in subsequent quarters. 
 
On an annual and aggregate basis, ESI shall reconcile the guaranteed amounts set forth in Section 

A.(ii) above (against the percentage amount paid to Employer Group quarterly) within one hundred and fifty 
(150) days following the end of each calendar year and shall pay Employer Group for any deficit by check 
immediately following the reconciliation. 

 
Each Rebate guarantee (Participating Pharmacy and In-House Pharmacy Brand 1-83 days’ supply, 

Participating Pharmacy and In-House Pharmacy Brand 84 or greater days’ supply, Participating Pharmacy 
Specialty Brand, ESI Specialty Pharmacy Brand, Mail Service Pharmacy Brand) stands on its own and 
surpluses cannot be used to offset deficits. 

 

______(initial)    Option 2 – Pass Through Pricing (If Applicable)   
 

A. Subject to the Rebate conditions 1. – 5. set forth below and elsewhere in this Agreement, ESI will pay to 
Employer Group an amount equal to the greater of: 

 
(i) 100% of the Rebates received by ESI; (including rebates earned on House Generics, OTCs, 

Compounds, and Vaccines, if any) 
 

Or 
 

(ii) Subject to Employer Group meeting the Plan design conditions identified in the table below, the 
following guaranteed amounts: 

 

Formulary(1) 
  

ESI National Preferred  
2-Tier/3-Tier Plan Designs 

ESI National Plus Network 
ESI National Network 
Express Advantage Network 

Participating Pharmacies and  
In-House Pharmacies (if applicable) 

 

Mail Service Pharmacy & ESI Specialty 
Pharmacy 

Any days’ supply 

Per Non-Specialty Product 
Brand Claim(2)  

 

1 to 83 days’ supply: $139.00 
Maintenance Network  

(84 or greater days’ supply): $333.00 

 
$442.00  

Per Specialty Product Brand 
Claim 

 
$550.00 

 
$1,100.00 

(1)If Employer Group adopts the ESI High Performance Formulary, subject to the terms and conditions set forth below, 

ESI will remit to Employer Group an amount equal to 100% of the Rebates received by ESI from pharmaceutical 
manufacturers, rather than the Rebate guarantee amounts set forth in the table above.  In such case, ESI will provide 
Employer Group with standard ESI Rebate reporting specific to Employer Group’s actual claims experience confirming 
that Employer Group received an amount equal to 100% of the Rebates collected by ESI. 

 

Formulary(1) 
  

Basic 
2-Tier Plan Designs 

Basic 
3-Tier Plan Designs 

ESI National Plus Network 
ESI National Network 
Express Advantage Network 

Participating 
Pharmacies and  

In-House 
Pharmacies  

(if applicable) 
 

Mail Service 
Pharmacy & ESI 

Specialty Pharmacy 
Any days’ supply 

Participating 
Pharmacies and  

In-House 
Pharmacies  

(if applicable) 
 

Mail Service 
Pharmacy & ESI 

Specialty Pharmacy 
Any days’ supply 

Per Non-Specialty Product 
Brand Claim  

 

1 to 83 days’ supply: 
$51.25 

Maintenance 
Network  

(84 or greater days’ 
supply): $129.25 

 
$192.75  

1 to 83 days’ supply: 
$77.50 

Maintenance 
Network  

(84 or greater days’ 
supply): $194.50 

 
$290.00  

Per Specialty Product Brand 
Claim 

$275.00 $275.00 $275.00 $275.00 

(1)If Employer Group adopts the ESI High Performance Formulary, subject to the terms and conditions set forth below, ESI 
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will remit to Employer Group an amount equal to 100% of the Rebates received by ESI from pharmaceutical 
manufacturers, rather than the Rebate guarantee amounts set forth in the table above.  In such case, ESI will provide 
Employer Group with standard ESI Rebate reporting specific to Employer Group’s actual claims experience confirming that 
Employer Group received an amount equal to 100% of the Rebates collected by ESI. 

 
Subject to the conditions set forth herein, ESI shall pay Employer Group the percentage amount set 

forth above for Rebates actually collected by ESI during each calendar quarter hereunder within approximately 
one hundred and fifty (150) days following the end of such calendar quarter.  ESI shall also pay Employer Group 
the percentage amount set forth above for residual Rebates collected by ESI, if any, related to such calendar 
quarter, which are collected by ESI in subsequent quarters. 

 
On an annual and aggregate basis, ESI shall reconcile the guaranteed amounts set forth in Section 

A.(ii) above (against the percentage amount paid to Employer Group quarterly) within one hundred and fifty 
(150) days following the end of each calendar year and shall pay Employer Group for any deficit by check 
immediately following the reconciliation. 

 
Each Rebate guarantee (Participating Pharmacy and In-House Pharmacy Brand 1-83 days’ supply, 

Participating Pharmacy and In-House Pharmacy Brand 84 or greater days’ supply, Participating Pharmacy 
Specialty Brand, ESI Specialty Pharmacy Brand, Mail Service Pharmacy Brand) stands on its own and 
surpluses cannot be used to offset deficits. 
 

______(initial)    Option 3 – Applied Rebate Pricing:  Subject to the terms and conditions below: 
 

Applied Rebate 

(Rebates applied to reduce 
rates on Exhibit A-1, 
Section C, as shown below) 

 
ESI National Preferred Formulary 

 

ESI National Plus Network 
ESI National Network 
Express Advantage 
Network 

Participating Pharmacies* 
ESI Specialty 

Pharmacy 

Participating 
Pharmacies 

Specialty  

Mail Service 
Pharmacy 

Brand Ingredient Cost 
Additional Discount 

1 to 83 days’ supply:  
AWP – 22.00% 

Maintenance Network  
(84 or greater days’ supply):   

AWP - 23.50% 

 
AWP –11.50% 

 
AWP - 7.00% 

 
AWP-28.50% 
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Applied 
Rebate 

(Rebates 
applied to 
reduce rates 
on Exhibit A-1, 
Section C, as 
shown below) 

 
Basic Formulary 

 

ESI National 
Plus Network 
ESI National 
Network 
Express 
Advantage 
Network 

 
2-Tier Plan Design  

 
3-Tier Plan Design  

 

 Participating 
Pharmacies 

Retail 
Specialty 
Pharmacy 

ESI 
Specialty 
Pharmacy 

Mail Service 
Pharmacy 

Participating 
Pharmacies  

Retail 
Specialty 
Pharmacy 

ESI 
Specialty 
Pharmacy 

Mail Service 
Pharmacy 

Brand 
Ingredient 
Cost 
Additional 
Discount 

 
1 to 83 days’ 

supply:  
AWP –11.15% 
Maintenance 

Network  
(84 or greater 
days’ supply):   

AWP – 14.25% 

 
AWP – 
2.50% 

 
AWP –3.15% 

 
AWP-13.15% 

 
1 to 83 days’ 

supply:  
AWP - 13.65% 
Maintenance 

Network  
(84 or greater 
days’ supply):   

AWP – 14.85% 

 
AWP – 2.50% 

 
AWP – 
3.15% 

 
AWP-19.15% 

 
Applicable only to Option 3 – Applied Rebate Pricing:  Subject to all the terms and 

conditions set forth in the Employer Group Agreement, the reimbursement rates for brand drug 
ingredient costs for Participating Pharmacy, Mail Service Pharmacy and ESI Specialty Pharmacy 
Prescription Drug Claims set forth in Exhibit A-1, Sections C and D incorporate a reduction by the 
applicable Rebate credit amount set forth above (“Applied Rebate”).  ESI shall retain all actual Rebates 
collected by it as its fee for developing, implementing and managing the Formulary.  Employer Group 
acknowledges that pharmaceutical manufacturers may discontinue payment of Rebates, that laws 
governing prescription drug pricing (including Rebates) may change, that the interpretation of existing 
laws may change, that Rebates are affected by physician prescribing and other factors, and that Rebate 
revenue may materially decrease because of brand products moving off-patent to generic status.  Upon 
the occurrence of such an event, at ESI’s discretion, the Applied Rebate amount(s) may be reduced or 
eliminated upon discussion with and prior written notice to Keenan on behalf of the Employer Group, 
and the respective ingredient cost discounts set forth in Exhibit A-1, Sections C and D shall be 
decreased by an amount not to exceed the amount of the respective Applied Rebate amount. Further, 
ESI reserves the right to discontinue Applied Rebates in the event Employer Group is delinquent on the 
payment of any fees.   
 

Applied Rebate program includes a year-end true up provision as follows: 
 
ESI will perform an annual reconciliation of Rebates for Employer Group, comparing the 

financial value of the Applied Rebate option and the Traditional Pricing option. In the Applied Rebate 
option, ESI includes at the point of sale the implied rebate values as shown in Option 3 above 
(additional AWP discounts) for Brand Drugs dispensed through Participating Pharmacies (Retail Brand 
AWP), for Brand Drugs dispensed by the ESI Mail Service (Mail Brand AWP) and for Brand Drugs 
dispensed by ESI Specialty Pharmacy, the ESI Specialty service.   

 
ESI will perform a year-end reconciliation as shown in Exhibit A-3(a) comparing the total value 

provided through the additional AWP discounts to the greater of the guaranteed Rebates or 100% 
rebate value that the client would receive under Traditional Pricing (less a time value of money factor).   
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Any amount owed to the Employer Group resulting from this reconciliation will be paid within 90 days 
after the end of the plan year.  Under no circumstance will Employer Group owe any monies to ESI for 
this guarantee. 
 
Each Rebate guarantee (Participating Pharmacy and In-House Pharmacy Brand 1-83 days’ supply, 
Participating Pharmacy and In-House Pharmacy Brand 84 or greater days’ supply, Participating 
Pharmacy Specialty Brand, ESI Specialty Pharmacy Brand, Mail Service Pharmacy Brand) stands on its 
own and surpluses cannot be used to offset deficits. 

 
Conditions of the Rebate Program (Options 1, 2, and 3) 

 
1. Rebates are conditioned upon (a) Employer Group’s election of, and conformance to, the 

identified Formulary and qualifying Copayment and Coinsurance benefit designs; (b) distribution of the 
Formulary (or a summary thereof) to Members and/or physicians, as applicable; (c) 100% of an Employer 
Group’s Members enrolled in the applicable benefit plan design(s), and (d) Employer Group’s compliance with 
other reasonable, generally applicable requirements for participation by all clients in the Rebate Program, as are 
communicated by ESI to Keenan and Employer Group from time to time.  Any proposed changes to the Rebate 
Program must be discussed between ESI and Keenan. 

 
2.  The following are excluded from all Rebate Guarantees: Member Submitted Claims, OTC 

products, Vaccines, claims older than 180 days, claims through Sponsor-owned, in-house, or on-site 
pharmacies, 340B pharmacies, and claims pursuant to a 100% Member Copayment plan are not eligible for the 
guaranteed Rebate amounts set forth in Section A above. 

 
3. ESI retains all right, title and interest to any and all actual Rebates received from manufacturers, 

except that ESI shall pay Employer Group amounts equal to the Rebate amounts allocated to Employer Group, 
as specified above, from ESI’s general assets (neither Employer Group, its Members, nor Employer Group’s 
plan retains any beneficial or proprietary interest in ESI’s general assets).  Employer Group acknowledges and 
agrees that neither it, its Members, nor its Plan shall have a right to interest on, or the time value of, any Rebate 
payments received by ESI during the collection period or moneys payable under this Section.  No Rebates 
shall be paid (or applied as an additional AWP discount if Option 3, Applied Rebates, is chosen) until 
this Agreement is executed by Employer Group.  ESI shall have the right to apply Employer Group’s 
allocated Rebate amount to unpaid Fees and shall have the right to delay payment of Rebates to allow for final 
adjustments upon termination of this Agreement. 

 
4. Employer Group acknowledges that it may be eligible for Rebates under this Agreement only so long as 
Employer Group, any in-house pharmacy, its affiliates, or its agents do not contract directly or indirectly with 
anyone else for discounts, utilization limits, rebates or other financial incentives on pharmaceutical products or 
formulary programs for claims processed by ESI pursuant to the Agreement, without the prior written consent of 
ESI.  In the event that Employer Group negotiates or arranges with a pharmaceutical manufacturer for Rebates 
or similar discounts for any Covered Drugs hereunder, but without limiting ESI’s right to other remedies, ESI 
may immediately withhold any Rebates earned by, but not yet paid to, Employer Group as necessary to prevent 
duplicative rebates on Covered Drugs.  To the extent Employer Group knowingly negotiates and/or contracts for 
discounts or rebates on claims for Covered Drugs without prior written approval of ESI, such activity shall be 
deemed to be a material breach of this Agreement, entitling ESI to suspend payment of Rebates hereunder and 
to renegotiate the terms and conditions of this Agreement. 
 
 5. Subject to the Audit Protocol, ESI acknowledges that on an annual schedule no less than thirty 
(30) days following the end of the calendar year, that Keenan and the Keenan designated Independent Advisor, 
subject to the requirements stated below, has full audit rights of ESI Pharmacy Manufacturer Rebate contracts 
to verify the Employer Group 100% Rebates paid under this Agreement.  Keenan and the Keenan designated 
Independent Advisor will be allowed to conduct the audits on-site at ESI Corporate Offices in St. Louis MO or 
Franklin Lakes, NJ.   For the avoidance of doubt, Keenan will be present and participate on-site (in the same 
room where the review is being conducted) during an on-site review of the applicable components of 
manufacturer agreements, as described herein. Any unpaid ESI rebates to Employer Group will be paid within 
sixty (60) days of mutual agreement of any deficiency findings in such audit. 
 

Pursuant to the Audit Protocol, when performing a Rebate audit, Employer Group or its auditor may 
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perform an on-site review of the applicable components of manufacturer agreements, selected by Employer 
Group, as reasonably necessary to audit the calculation of the Rebate payments made to Employer Group by 
ESI.  Access to and audit of manufacturer agreements is restricted to a firm that has been mutually agreed upon 
by ESI and Keenan, which carries insurance for professional malpractice of at least Ten Million Dollars 
($10,000,000). 
 

B. Independent Advisor Fees 
 
Employer Group directs and authorizes ESI to pay Independent Advisor the applicable Independent Advisor 
Fees based upon the payment schedule below (1) for Non-Medicare Members -- number Prescription Drug 
Claims filled by Participating Pharmacies, Mail Service Pharmacy and ESI Specialty Pharmacy as shown below 
for the auditing services the Independent Advisor shall provide to Employer Group and (2) for Medicare Subsidy 
Members – a flat Per Member Per Month (PMPM) fee.  Neither Keenan nor KPPC is receiving a commission 
from ESI.  Employer Group represents and warrants that the Independent Advisor Fees below are fair and 
reasonable, commensurate with other standard advisory or auditing fees in the industry relating to similar 
accounts and services, and that the variation in Independent Advisor Fees below is reflective of the 
marketplace.  ESI shall pay the Independent Advisor Fees from its general assets, and Employer Group 
understands and agrees that the Independent Advisor Fees are not “plan assets” as defined under ERISA.  
Independent Advisor Fees shall be payable monthly, within 45 days from the end of each calendar month.  
Finally, the Independent Advisor Fees shall be paid only if (i) Employer Group has executed this Agreement, 
and (ii) Employer Group is current in its payment obligations to ESI.  Employer Group shall hold ESI harmless 
with respect to any dispute between Employer Group and Independent Advisor and/or Keenan regarding the 
Independent Advisor Fee if ESI has paid such Independent Advisor Fee in accordance with the terms above.  
 

Non-Medicare Members Aggregate KPPC Members 

Independent Advisor Fees 

per Prescription Drug Claim 
 

$0.35 

 
 

Medicare Subsidy Members Aggregate KPPC Members 

Independent Advisor Fees 
Per Member Per Month 

 
$0.80 
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The formula for this calculation is provided as an example: 

 
EXHIBIT A-3(a) 

 
APPLIED REBATE RECONCILIATION ILLUSTRATIVE EXAMPLE 

 

METHOD 1: Additional AWP Discount Applied at Point-of-Sale:    

       

 Brand AWP Amounts (1)   

A $1,000,000 Retail 

B $500,000 Mail 

C $400,000 Retail Specialty   

D $100,000 ESI Specialty Pharmacy  

     

  Additional Brand AWP Discounts    

E 17.90% Retail 

F 25.20% Mail 

G 5.90% Retail Specialty   

H 10.45% ESI Specialty Pharmacy  

       

J = (A x E) + (B x F) + (C x G) +  (D x H) $339,050 Total Additional AWP Discount   

          

METHOD 2: Traditional Rebate Payments:     

K $450,000 Total Guaranteed Rebates based on Exhibit A-3  

L $500,000 100% of Rebates Earned  

M $500,000 Rebates Due to Client (Greater of K or L) 

N 8.81% Time value of money factor  

O = M x N $44,050 Time value of money adjustment   

       

P = M - O $455,950 Rebate Value after TVM adjustment 

          

Reconciliation of Method 1 versus Method 2:     

P - J $116,900 Owed to Employer (only if P > J)  

 
 

Applied Rebate Reconciliation to exclude Paper Claims, Compounds and U&C claims  
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EXHIBIT D 
 

FINANCIAL DISCLOSURE TO ESI PBM CLIENTS 
This disclosure provides an overview of the principal revenue sources of Express Scripts, Inc. and Medco Health Solutions, Inc. 

(individually and collectively referred to herein as “ESI”), as well as ESI’s affiliates.  In addition to administrative and dispensing fees 
paid to ESI by our clients for pharmaceutical benefit management (“PBM”) services, ESI and its affiliates derive revenue from other 
sources, including arrangements with pharmaceutical manufacturers, wholesale distributors, and retail pharmacies.  Some of this 
revenue relates to utilization of prescription drugs by members of the clients receiving PBM services.  ESI may pass through certain 
manufacturer payments to its clients or may retain those payments for itself, depending on the contract terms between ESI and the 
client. 

Relationship with Cigna Corporation.  On December 20, 2019, ESI’s parent company, Express Scripts Holding Company, was 
acquired by Cigna Corporation.   

Network Pharmacies – ESI contracts for its own account with retail pharmacies to dispense prescription drugs to client 
members.  Rates paid by ESI to these pharmacies may differ among networks (e.g., Medicare, Worker’s Comp, open and limited), and 
among pharmacies within a network, and by client arrangements.  PBM agreements generally provide that a client pays ESI an 
ingredient cost, plus dispensing fee, for drug claims.  If the rate paid by a client exceeds the rate contracted with a particular pharmacy, 
ESI will realize a positive margin on the applicable claim.  The reverse also may be true, resulting in negative margin for ESI.  ESI also 
enters into pass-through arrangements where the client pays ESI the actual ingredient cost and dispensing fee amount paid by ESI for 
the particular claim when the claim is adjudicated to the pharmacy.  In addition, when ESI receives payment from a client before 
payment to a pharmacy, ESI retains the benefit of the use of the funds between these payments.  ESI may maintain non-client specific 
aggregate guarantees with pharmacies and may realize positive margin.  ESI may charge pharmacies standard transaction fees to access 
ESI’s pharmacy claims systems and for other related administrative purposes.  ESI may also maintain certain preferred value or quality 
networks; pharmacies participating in those networks may pay or receive aggregated payments related to these networks.  

Brand/Generic Classifications – Prescription drugs may be classified as either a “brand” or “generic;” however, the reference to 
a drug by its chemical name does not necessarily mean that the product is recognized as a generic for adjudication, pricing or copay 
purposes.  For the purposes of pharmacy reimbursement, ESI distinguishes brands and generics through a proprietary algorithm 
(“BGA”) that uses certain published elements provided by First DataBank (FDB) including price indicators, Generic Indicator, Generic 
Manufacturer Indicator, Generic Name Drug Indicator, Innovator, Drug Class and ANDA.  The BGA uses these data elements in a 
hierarchical process to categorize the products as brand or generic.  The BGA also has processes to resolve discrepancies and prevent 
“flipping” between brand and generic status due to price fluctuations and marketplace availability changes.  The elements listed above 
and sources are subject to change based on the availability of the specific fields.  Updated summaries of the BGA are available upon 
request.  Brand or generic classification for client reimbursement purposes is either based on the BGA or specific code indicators from 
Medi-Span or a combination of the two as reflected in the client’s specific contract terms.  Application of an alternative methodology 
based on specific client contract terms does not affect ESI’s application of its BGA for ESI’s other contracts. 

Maximum Allowable Cost (“MAC”)/Maximum Reimbursement Amount (“MRA”) – As part of the administration of the PBM 
services, ESI maintains a MAC List of drug products identified as requiring pricing management due to the number of manufacturers, 
utilization and/or pricing volatility.  The criteria for inclusion on the MAC List are based on whether the drug has readily available 
generic product(s), is generally equivalent to a brand drug, is cleared of any negative clinical implications, and has a cost basis that will 
allow for pricing below brand rates.  ESI also maintains MRA price lists for drug products on the MAC List based on current price 
reference data provided by MediSpan or other nationally recognized pricing source, market pricing and availability information from 
generic manufacturers and on-line research of national wholesale drug company files, and client arrangements.  Similar to the BGA, the 
elements listed above and sources are subject to change based on the availability of the specific fields.  Updated summaries of the MAC 
methodology are available upon request. 

Manufacturer Programs Formulary Rebates, Associated Administrative Fees, and PBM Service Fees – ESI contracts with 
manufacturers and/or group purchasing organizations(“GPOs”) for its own account to obtain formulary rebates attributable to the 
utilization of certain drugs and supplies Formulary rebate amounts received vary based on client specific utilization, the volume of 
utilization as well as formulary position applicable to the drug or supplies, and adherence to various formulary management controls, 
benefit design requirements, claims volume, and other similar factors, and in certain instances also may vary based on the product’s 
market-share.  ESI pays formulary rebates it receives to a client based on the client’s PBM agreement terms and may realize positive 
margin.  In addition, ESI provide administrative services to contracted manufacturers, which include, for example, maintenance and 
operation of systems and other infrastructure necessary for invoicing and processing rebates, pharmacy discount programs, access to 
drug utilization data, as allowed by law, for purposes of verifying and evaluating applicable payments, and for other purposes related to 
the manufacturer’s products.  ESI receives administrative fees directly from participating manufacturers and indirectly from GPOs.  In 
its capacity as a PBM company, ESI may receive other compensation from manufacturers for the performance of various programs or 
services, including, for example, formulary compliance initiatives, clinical services, therapy management services, education services, 
inflation protection programs, medical benefit management services, cost containment programs, discount programs, and the sale of 
non-patient identifiable claim information.  This compensation is not part of the formulary rebates or associated administrative fees, 
and ESI may realize positive margin between amounts paid to clients and amounts received.  ESI retains the financial benefit of the use 
of any funds held until payment is made to the client.   
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Copies of ESI’s standard formularies may be reviewed at www.express-scripts.com/wps/portal/. In addition to formulary 
considerations, other plan design elements are described in ESI’s Plan Design Review Guide, which may be reviewed at www.express-
scripts.com/wps/portal/. 

Third Party Offerings -   ESI partners with multiple third party vendors to provide clinical programs and other product offerings 
to clients.  ESI may have an ownership interest in certain third party vendors. 

ESI Subsidiary Pharmacies – ESI has several licensed pharmacy subsidiaries, including our specialty pharmacies.  These entities 
may maintain product purchase discount arrangements and/or fee-for-service arrangements with pharmaceutical manufacturers, 
wholesale distributors, and other health care providers.  These subsidiary pharmacies contract for these arrangements on their own 
account in support of their various pharmacy operations.  Many of these subsidiary arrangements relate to services provided outside of 
PBM arrangements, and may be entered into irrespective of whether the particular drug is on one of ESI’s national formularies.  
Discounts and fee-for-service payments received by ESI’s subsidiary pharmacies are not part of the PBM formulary rebates or 
associated administrative fees paid to ESI in connection with ESI’s PBM formulary rebate programs.  However, certain purchase 
discounts received by ESI’s subsidiary pharmacies, whether directly or through ESI, may be considered for formulary purposes if the 
value of such purchase discounts is used by ESI to supplement the discount on the ingredient cost of the drug to the client based on the 
client’s PBM agreement terms.  From time to time, ESI and its affiliates also may pursue and maintain for its own account other supply 
chain sourcing relationships not described below as beneficial to maximize ESI’s drug purchasing capabilities and efficiencies, and ESI or 
affiliates may realize an overall positive margin with regard to these initiatives.  

The following provides additional information regarding examples of ESI subsidiary discount arrangements and fee-for-service 
arrangements with pharmaceutical manufacturers, and wholesale distributors:  

ESI Subsidiary Pharmacy Discount Arrangements – ESI subsidiary pharmacies purchase prescription drug inventories, either 
from manufacturers or wholesalers, for dispensing to patients.  Often, purchase discounts off the acquisition cost of these 
products are made available by manufacturers and wholesalers in the form of either up-front discounts or retrospective 
discounts.  These purchase discounts, obtained through separate purchase contracts, are not formulary rebates paid in 
connection with our PBM formulary rebate programs.  Drug purchase discounts are based on a pharmacy’s inventory needs 
and, at times, the performance of related patient care services and other performance requirements.  When a subsidiary 
pharmacy dispenses a product from its inventory, the purchase price paid for the dispensed product, including applicable 
dispensing fees, may be greater or less than that pharmacy’s acquisition cost for the product net of purchase discounts.  In 
general, our pharmacies realize an overall positive margin between the net acquisition cost and the amounts paid for the 
dispensed drugs.   
ESI Subsidiary Fee-For-Service Arrangements – One or more of ESI’s subsidiaries, including, but not limited to, its subsidiary 
pharmacies also may receive fee-for-service payments from manufacturers, wholesalers, or other health care providers in 
conjunction with various programs or services, including, for example, patient  assistance programs for indigent 
patients, dispensing prescription medications to patients enrolled in clinical trials, various therapy adherence and fertility 
programs, administering FDA compliance requirements related to the drug, 340B contract pharmacy services, product 
reimbursement support services, and various other clinical or pharmacy programs or services.  As a condition to having access 
to certain products, and sometimes related to certain therapy adherence criteria or FDA requirements, a pharmaceutical 
manufacturer may require a pharmacy to report selected information to the manufacturer regarding the pharmacy’s service 
levels and other dispensing-related data with respect to patients who receive that manufacturer’s product.  A portion of the 
discounts or other fee-for-service payments made available to our pharmacies may represent compensation for such reporting.   
Other Manufacturer Arrangements – ESI also maintains other lines of business that may involve discount and service fee 
relationships with pharmaceutical manufacturers and wholesale distributors.  Examples of these businesses include a wholesale 
distribution business, group purchasing organizations (and related group purchasing organization fees), and a medical benefit 
management company.  Compensation derived through these business arrangements is not considered for PBM formulary 
placement, and is in addition to other amounts described herein.    These service fees are not part of the formulary rebates or 
associated administrative fees.   
Third Party Data Sales – Consistent with any client contract limitations, ESI or its affiliates may sell HIPAA compliant 
information maintained in their capacity as a PBM, pharmacy, or otherwise to data aggregators, manufacturers, or other third 
parties on a fee-for-service basis or as a condition of discount eligibility.  All such activities are conducted in compliance with 
applicable patient and pharmacy privacy laws and client contract restrictions. 
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