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If a data breach occurs, plan sponsors should consider the 
following steps.

• Respond to allegations of a breach. 
• Provide copies of all documents related to internal in-

vestigation and risk assessments to the appropriate en-
tities.

• Provide policy and procedures regarding PHI uses, 
safeguards and disclosures.

• Provide documents of network scans and testing and 
results.

• Provide all security awareness and training materials, 
including written manuals.

• Lastly, provide evidence of antivirus software, access 
controls, password management and the name of the 
person(s) in charge of all of that documentation.

Drug Plan Sustainability and Current Trends— 
What You Need to Know
By Kathy Bergstrom, CEBS
Senior Editor 
International Foundation of Employee Benefit Plans 
Brookfield, Wisconsin

The following is based on Suzanne Lepage’s presentation 
at the 2016 Symposium.

A lot of attention has been 
focused on the role of bi-
ologics  and specialty 

drugs in increasing private drug 
plan costs, but looking at only 
those factors doesn’t provide the 
full picture when trying to man-
age plan costs.

While specialty drugs repre-
sent about 23% of average drug 

plan costs, they represent less than 1% of the number of 
claims, private health plan strategist Suzanne Lepage told her 
audience during the 35th Annual ISCEBS Employee Benefits 
Symposium. 

In addition to managing specialty drug claims, plan spon-
sors should consider what they are doing to manage the oth-
er 77% of drug costs and 99.5% of claims, she said.

A Benefits Canada survey showed that health benefit pre-
miums have increased 13.6% while drug plan costs are up 
11.3%. Plan sponsors can accept the increase, shop around 
for a new insurer or change their drug plan to lower the cost. 
Those that choose to change their plans can look at three areas:

 1. Drug choice
 2. Cost sharing 
 3. Drug cost.

Drug Choice
“Using generics where possible is a great tool,” Lepage 

said. The strategy doesn’t always work with biologics, be-
cause biosimilars are considered brand-new drugs and are 
not equivalent to biologics under Health Canada regula-
tions. That means pharmacists cannot automatically switch 
patients from a biologic drug to a biosimilar. 

Additional tools plans sponsors should consider include:
• Prior authorization. This ensures that the drugs 

members are prescribed meet the clinical criteria for 
their condition and that they try lower cost alterna-
tives first.

• Case management. This is appropriate for complex 
conditions or high-cost patients. A case manager 
works with patients to track their conditions and make 
sure they receive proper treatment.

Suzanne Lepage
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• Step therapy. Patients are required to try lower cost 
drugs before taking more expensive medications. “Why 
would someone use the newest, most expensive drug if 
they haven’t first exhausted the other drugs that are a 
lower cost alternative?” Lepage said.

• Drug formularies. A formulary manager ensures that 
the most cost-effective drugs are on the drug formu-
lary.

• Therapeutic substitution. This is the use of a differ-
ent, lower cost medication to achieve the same results. 
Some pharmacists can switch prescriptions but, in 
most cases, they must consult with a physician before 
changing medications.

Cost Sharing
A popular option to share costs with plan members is to 

require a copayment such as splitting the cost of the drug on 
a predetermined formula (e.g., the plan pays 80% and the 
member pays 20%). Or the patient might have to meet a de-
ductible before the plan pays for the drug.

Other options include:
• Pharmacy dispensing fee caps. “They are a great tool, 

but I would suggest that they are not the most effective 
tool because the fee can be lower than $10 on a $10,000 
or $20,000 drug, so you’re not really saving a lot of 
money,” Lepage said.

• Drug formularies. Plan sponsors can limit members 
to taking only the drugs included on a formulary or 
using a formulary that provides better reimbursement 
for drugs on the formulary and lower reimbursement 
for nonformulary medicines.

• Referenced-based pricing. Plans use this tool, relatively 
new in Canada, by benchmarking the lowest cost alter-
native in the drug class. The plan member can take any 
drug in the class, but the plan reimburses the member 
only up to the cost of that lowest cost alternative. 

• Cost shifting to provincial plans.

Drug Cost
Some pharmacy benefit managers and insurers have 

pharmacy agreements that limit how much pharmacies can 
charge for drugs.

Plans also have preferred pharmacy networks that either 
limit plan members to shopping at one pharmacy to receive 
reimbursement or provide preferential reimbursement for 

drugs purchased at a particular pharmacy. The plan sponsor 
and insurer receive the drug at a lower acquisition cost.

There also is a slow growth in the practice of using a pri-
vate listing agreement under which the payer enters a confi-
dential financial arrangement with drug companies to lower 
the cost of medications.

Managing Biosimilars
Also called subsequent entry biologics, biosimilars may of-

fer potential cost relief from brand-name biologic medica-
tion and result in drug plan savings. But they have unique 
regulatory and reimbursement challenges. There are only 
four biosimilars approved in Canada, and each has come to 
the market with a savings ranging from 15% to 50% com-
pared with the comparable biologic, Lepage said.

Drug plan design must support the use of biosimilars, she 
said. Plans can require step therapy so that patients take the 
lower cost biosimilar first and move on to the biologic only 
if the biosimilar fails.

Reference-based pricing also can work for biosimilars. 
The benefit of this strategy is allowing the plan member 
choice between the biosimilar and the biologic. Plans could 
limit coverage to biosimilar only, but that would negatively 
affect some members for whom biosimilars are ineffective.

Plan sponsors implementing new designs should consider 
how to handle members who may already have a prescrip-
tion to a biologic and whether they will be grandfathered in. 
Another consideration is whether plans should make excep-
tions for members who can’t use biosimilars.

Impact of Cost Shifting
“When we’re shifting costs to the patient, first of all we have 

to think about the affordability of the copayment,” Lepage said. 
A 20% copayment on a $30,000 drug is not necessarily afford-
able, although patient assistance programs may help.

Plan sponsors also have to be concerned with adherence 
when shifting costs to members. About 85% of cases of in-
creased patient payments have resulted in a decrease in ad-
herence. Surveys also show that 10% to 14% of Canadians do 
not get prescriptions filled because of cost concerns.

Provincial Drug Plan Integration
There can be unintended consequences when a private 

plan integrates with a provincial plan. Most people have to 
qualify for provincial drug coverage both financially and 
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clinically. “Those are two different steps, and they don’t al-
ways march in lockstep,” Lepage said.

Some provincial plans might require patients who already are 
being successfully treated by a medication (that was covered by 
their private drug plan) to go off that drug and try lower cost al-
ternatives first.  “I’ve met patients who have said, ‘I’m not willing 
to go off the drug I’ve stabilized on for the last five years in order 
to qualify for the program. It just doesn’t make sense,’ ” she said.

Changing a Drug Plan: Things to Consider
Plan sponsors that are considering changing drug plans 

should make sure they fully understand the changes and 

look at how the new program aligns with benefit plan ob-
jectives.

“I really think it comes down to thinking a little about 
what your drug coverage philosophy is,” she said. “Is your 
goal to cover every drug your plan member needs? Or poten-
tially do you want true insurance, which is about protecting 
someone from these significant illnesses?

“Are specialty drugs really the problem? They only repre-
sent less than half a percent of all drug claims but 23% of the 
total drug spend,” she said. Among the top 1% of drug claim-
ants, 30% aren’t on high-cost specialty drugs but are using 
multiple medications to treat chronic conditions.

bookstoref r o m  t h e

Advisor’s Guide to the DOL Fiduciary Rule
In April 2016, the U.S. Department of Labor (DOL) re-

leased its final rule, which greatly expands the DOL’s defini-
tion of “fiduciary” to apply to a broad range of advisors and 
broker-dealers who work with retirement-related accounts. 
This book offers guidance to advisors, planners, agents, at-
torneys and other professionals regarding this new rule. The 
text is a combination of expert explanations and legal analy-
sis along with answers to vital questions before they arise.

National Underwriter (2016)
www.ifebp.org/books.asp?9087

Morneau Shepell Handbook of Canadian Pension  
and Benefit Plans, 16th Edition (Canadian content)

Morneau Shepell offers this comprehensive overview of 
Canadian pension and benefit plans in easy-to-understand 
language for plan sponsors, administrators and other profes-
sionals. The first half of the book is devoted to discussion of 
retirement plans and deferred compensation arrangements. 
The next section covers other benefits including health and 
dental plans, workers’ compensation, employment insur-
ance, life insurance, disability programs and flexible benefits. 
Emerging issues are addressed in the final section. A handy 
feature at the beginning of the book is a list of common ben-
efits acronyms.

Bethune Whiston, J. Gregory Clooney, Lois Gottlieb
Lexis Nexis (2016)
www.ifebp.org/books.asp?9077


