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SLIMMING DOWN COSTS: MFPS AND ANTI-OBESITY MODELS UNPACKED

Caveats and limitations

These presentation slides are for discussion purposes only. They should not be relied upon
without benefit of the discussion that accompanied them. They are not to be distributed without
approval by Milliman.

This presentation and Q&A is not intended to be an actuarial opinion or advice, nor is it
Intended to be legal advice.

Any statements made during the presentation and subsequent Q&A shall not be a
representation of Milliman or its views or opinions, but only those of the presenter.
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Agenda

1 2 3

IPAY 2026 IPAY 2027 GLP-1/AOM
MFP Drugs MFP Drugs Pricing &
Coverage

IPAY = Initial price applicability year. Refers to the first year a selected drug has a negotiated price (maximum fair price)
MFP = Maximum fair price.

GLP-1 = Glucagon-Like Peptide-1

AOM = Anti-obesity medication
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IPAY 2026 drugs will remain an area of focus for CY27 formulary / bid

development.

Formulary Trends Prices

= Most IPAY 2026 drugs have similar, =
broad (95%+) coverage relative
to 2025.

= Enbrel, Novolog / Fiasp, and
dapagliflozin (Farxiga authorized
generic) were less frequently
covered in 2025.

= Some plans (representing ~15% of
Part D beneficiaries in 2025) will
require patients to step through
dapagliflozin (Farxiga) prior to
accessing Jardiance — both are
negotiated drugs.

Source: https://www.cms.gov/files/zip/cms-negotiation-program-ipay-2027-mfp-data-file.zip

) Milliman

IPAY 2026 drug MFPs will increase
by ~2.7% for CY2027 for inflation.

CMS published the updated

prices effective 1/1/27 alongside

the IPAY 2027 drug MFPs on
November 25, 2025 as well as three
deselected drugs.

Separate from the MFP, Eliquis,
Farxiga, Jardiance, Fiasp, and
Imbruvica are expected to have
WAC decreases by 1/1/2026.

Patent Loss

= Stelara, Novolog, Entresto,
and Xarelto (2.5mg only) already
have generic / biosimilars
available in 2025.

» Januvia and Farxiga generics are
expected in Spring 2026.

= |f CMS determines there is “bona
fide marketing” for a generic /
biosimilar within a certain timeframe,
the MFP will no longer be in effect
for CY27.
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CMS evaluates whether there has been “bona fide marketing” of a generic /
biosimilar to determine eligibility for selection, as well as for MFP removal.

CMS Determination Timing

= CMS guidance suggests it will review and potentially make determinations of bona fide
marketing by March 31, 2026, for IPAY 2026 drugs’ MFP removal effective Jan. 1, 2027.

= This timing creates some uncertainty for CY27 bid development and formulary strategy.

How will CMS determine bona
fide marketing?
= FDA Approval: Generic / biosimilar

product is approved or licensed for
any strength or dosage form

Date on which CMS determines that a Result with respect to selected drug for the

= Data Review: Recent PDE and AMP generic drug or biosimilar biological Negotiation Program
data suggests bona fide marketing of product is approved and marketed
the generic / biosimilar drug

September 1, 2023 through August 1, Selected drug remains a selected drug for initial price
= Other Factors: Availability in the 2024 (which includes the Negotiation applicability year 2026, though MFP does not apply; selected
supply chain, any arrangements Period for the initial price applicability drug ceases to be a selected drug on January 1, 2027.
with Primary manufacturer that el
limit distribution of generic/ August 2, 2024 through March 31, 2026 Selected drug remains a selected drug and MFP applies for

initial price applicability year 2026; selected drug ceases to be a

biosimilar alternative
selected drug on January 1, 2027.

April 1, 2026 through March 31, 2027 Selected drug remains a selected drug and MFP applies for
initial price applicability year 2026 and calendar year 2027,
selected drug ceases to be a selected drug on January 1, 2028.

Source:
https://www.cms.gov/files/document/revised
-medicare-drug-price-negotiation-program-
guidance-june-2023.pdf
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IPAY 2026 drugs formulary flexibility decision tree

Eliquis
Jardiance
Enbrel
Imbruvica

Xarelto (Confirmed)

* Entresto (Confirmed) Flexibility to remove after
No. + Stelara (Confirmed) initial CY26 submission:
* Novolog / Fiasp (Possible) » Stelara

Yes. Yes.

Can remove MFP

drug with immediate
generic substitution.

Must cover through
- CY26 & MFP in 2027.
L’ &
" Pl can exclude in initial
e et CY27 submission.
\\ // No.

. < MFP drug must be

RN No. covered on initial

RN CY27 formulary.

Can remove MFP
drug with immediate - Januvia (Likely)
generic substitution. + Farxiga (Likely)

Summer / fall 2025 for CY26:
e Entresto

* NovolLog

During CY26:

e Januvia

* Farxiga

u M i I I i man * In general, each biosimilar will have a unique RxCUI while small molecule generics typically fall under a single RxCUI.
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IPAY 2026 Drugs Future Outlook

Contingent on generic bona
fide marketing first occurring
after 3/31/2026

Contingent on generic on FRF
after 5/2025 + before 12/2026

Contingent on generic not
appearing on May 2026 FRF
WAC Decrease?

Can be excluded for initial MFP in effect in CY277?

CY27 submission?

Can be removed after initial
CY26 submission?

Generic / Biosimilar

Drug Name

Eliquis TBD Expected Jan. 2026 No No Yes
Jardiance TBD Expected Jan. 2026 No No Yes
Xarelto Mar. 20252 No? Yes — confirmed No — confirmed
Januvia Expected May 2026 Jan. 2025 Yes Unlikely Likely
Farxiga Expected April 2026 Expected Jan. 2026 Yes Unlikely Likely
Novolog/ Fiasp' Jul. 2025 & Sept. 2025 Jan. 2024 / Jan. 2026 Yes TBD — Likely TBD — Unlikely
Entresto Jul. 2025 Yes Yes — confirmed No — confirmed
Enbrel TBD No No Yes
Imbruvica TBD Expected Jan. 2026 No No Yes
Stelara Jan. 20253 Yes Yes — confirmed No — confirmed

1 Includes unbranded insulin aspart, which will be discontinued 12/31/2025.
2 A generic form of Xarelto (rivaroxaban 2.5 mg) exists, but this dosage represents <10% of Part D utilization. The 2.5mg dosage of Xarelto was listed on the May FRF for initial CY26 formulary submission, and therefore we do not expect plans may
remove Xarelto 2.5mg from formulary during CY26 under immediate substitution rules. We expect CMS to remove the MFP for all Xarelto dosage forms and strengths in CY2027 due to the bona fide marketing of a generic of at least one dosage form

and strength.

3 Additional Stelara biosimilars launched after January 2025 and RxCUIs were added to September FRF after the finalization of the May FRF used for CY26 which allows plans the flexibility to remove Stelara for CY26 coverage.

Future WAC decrease source: https://ncpa.org/newsroom/qam/2025/11/11/wac-reductions-likely-coming-soon
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Cases where selected drug could be removed from the CY26
formulary for generic substitution but based on expected launch
timing, will not demonstrate bona fide generic marketing by the
3/31/26 to trigger deselection for CY27.
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Each stakeholder will be impacted by certain IPAY 2026 drugs

losing MFP status.

LN
’
1 \
\ 1
S ’

Part D plans

Adjust modeling to revert
pricing for certain IPAY
2026 drugs to follow the
non-MFP pricing &
adjudication structure.

Consider formulary
flexibilities in light of
MFP not being in effect
for certain IPAY

2026 drugs.
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Beneficiaries
= Many will shift to

generic/biosimilar
alternatives to available
IPAY 2026 drugs — likely
cost share decreases.

If remaining on the brand,
cost sharing may
increase in CY 2027
relative to CY 2026 —
unless the manufacturer
lowers its list prices

to MFP.

ﬁf
P

Pharma Manufacturers

Next steps will more
closely align with a loss of
exclusivity (LOE) event.

Will revert back to
paying manufacturer
discount program
(MDP) payments &
potentially rebates.

-~
‘< .
.
N \
. 1
. ’

Pharmacies

= Point-of-sale
reimbursement changes

= Should expect a decrease
in the total dollars involved
in manufacturer refunds
for IPAY 2026 drugs as
utilization shifts to generics
in CY 2026 and CY 2027
alongside WAC decreases.
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CMS announced MFPs for IPAY 2027 drugs on November 25, 2025.

Insights
= Discounts are generally deeper than for IPAY 2026 drugs
— This was expected given 2027 guidance included manufacturer discount program (MDP) in net price of therapeutic alternatives
» High discounts in place for oncology drugs (Ibrance, Pomalyst, Xtandi) are expected to produce material savings for Part D plans, given the general lack of

rebates on protected class drugs
= Ozempic / Wegovy MFPs are somewhat higher than the most favored nation (MFN) price of $245 '

Price Discounts, Discount based on the 2024 list price for a 30-day supply

Austedo; Austedo XR Ibrance Ofev Pomalyst Trelegy Ellipta
38% Chorea in Huntington's 50% Breast cancer 50% Idiopathic pulmonary fibrosis 60% Kaposi sarcoma; 73% Asthma; Chronic obstructive
disease; Tardive dyskinesia Multiple myeloma pulmonary disease
Xtandi Breo Ellipta Janumet; Janumet XR Otezla; Otezla XR Tradjenta
48% ) Prostate cancer 83% M Asthma, Chronic obstructive 85% 8 Type 2 diabetes 65% M Oral ulcers in Behget's 84% M Type 2 diabetes
pulmonary disease Disease; Plaque psoriasis;

Psoriatic arthritis

Vraylar Calquence Linzess Ozempic; Rybelsus; Wegovy Xifaxan
44% Bipolar | disorder; 40% Chronic lymphocytic 75% Chronic idiopathic 71% Type 2 diabetes; Type 2 63% Hepatic; encephalopathy:
Major depressive disorder; leukemia/small lymphocytic constipation; Irritable bowel diabetes and cardiovascular Irritable bowel syndrome
Schizophrenia lymphoma; Mantle syndrome with constipation disease, Cardiovascular with diarrhea
cell ymphoma disease and obesity/overweight

MFP Fact Sheet https://www.cms.gov/files/document/infographic-negotiated-prices-ipay-2027.pdf
GLP Pricing Announcement Fact Sheet: President Donald J. Trump Announces Major Developments in Bringing Most-Favored-Nation Pricing to American Patients — The White House

E) Milliman 12
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Overview of Discounts and Implications for 2027 Negotiated Drugs
CMS announced discounts of approximately 40% to 85% for IPAY 2027 negotiated drugs relative to 2024 list prices.

Overview

CMS estimates a 44% decrease in net spending for
negotiated drugs vs. 2024 net prices, double the 22%
decrease estimated by CMS for 2026

We expect 2027 prices drive greater savings than
2026 due to two primary reasons:

— Drug mix favoring products with lower rebates pre-
negotiation (e.g., protected classes)

— Deeper discounts relative to 2026 negotiations

The graph illustrates the discounts relative to 2024 list
prices, grouped by high-level condition category with a
weighted average discount for each category

Source: CMS Fact Sheet;
https://www.cms.gov/files/document/fact-sheet-negotiated-prices-ipay-2027.pdf
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Medicare Negotiated Discount Relative to 2024 List Prices (WAC)

Austedo
Vraylar

Calquence
Xtandi

Ibrance

50% Avg.

Pomalyst

Xifaxan I
Otezla
Linzess

ocy
Trelegy 69% Avg.

Breo Ellipta

Ozempic | IEEEEENE—] 73% Avg.

Tradjenta

Janumet
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Autoimmune
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Gastro . Oncology Neurological
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Calculation of Estimated Incremental Negotiation Value
We estimate negotiated discounts exceed average 2024 rebates by 27%, based on information released by CMS.

This excludes the impact of lost MDP payments, which will not exceed the rebate difference in aggregate

Insights Estimated Incremental Negotiation Value from CMS Drug Price Negotiations ($ in Billions)

» The weighted average discount off 2024

WAC, based on information from the Value Calculation
CMS fact sheet, is 64% for the 15 drugs CY2024 Gross Drug Costs for 2027 Selected Drugs $42.5 (a)?
= CMS noted a 44% reduction in net Estimated Aggregate Discount off List Prices $27.4 (b) 2
spending, implying the average 2024
rebate was 37% for the selected drugs Revised CY2024 Post-Discount Gross Drug Costs $15.1 (c)=1(a)-(b)
= The implied incremental discount is 27%, CMS Estimated Net Spending Decrease $12 (d) 3
which for manufacturers, will be partially . - ; ~
offset by no longer paying MDP, worth Implied CY2024 Net Drug Costs $27. (e)=(c) + (d)
10% to 20% of gross cost Implied CY2024 Average Rebate for 2027 Selected Drugs 37% H=1-(e)/(a)
: Th|§ .(:ompar!son does ”9t ConS'der Average CMS Negotiated Discount for 2027 Selected Drugs 64% (@=1-(c)/(a)
additional price concessions negotiated
by payers since 2024 or AWP increases, Incremental Discount for 2027 Selected Drugs 27% (h) =(g) - (f)
which could erode or add
to the incremental impact 1 Sum of CY2024 Gross Drug Costs across all 15 drugs selected for 2027 negotiation from CMS table (linked below)

2 Sumproduct of the discount off 2024 list prices and the 2024 Part D Gross Drug Costs

3 CMS quoted $12B, or 44%, as the reduction in total net prices relative to 2024 in fact sheet:
https://www.cms.gov/files/document/infographic-negotiated-prices-ipay-2027.pdf

"Compared to the 2024 Medicare spending net of all rebates and certain fees and payments, if the prices agreed to between CMS and participating drug companies
under the Negotiation Program had been in effect during 2024, the negotiated prices would have saved an estimated $12 billion in net covered prescription drug
costs, which would have amounted to approximately 44% lower net spending in aggregate."

E) Milliman 14
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lllustrative Net Plan Liability Impact With Average Discount and Rebate

We estimate Part D net plan liability could decrease by 20% for 2027 selected drugs due to deeper discounts vs. implied
average 2024 rebates.

Insights lllustrative Part D Plan Liability Impact for $1,000 per Month Pre-Discount Drug

With Assumed Negotiated Discount of 64% and Rebate of 37%

= Negotiated prices are reflected as
point-of-sale prices, meaning discounts

are shared with multiple stakeholders P_re- PPSt' %. SEEHEREL
_ Discount Discount Difference
= In 2025 and beyond, plans retain ~88%
of each incremental rebate dollar 0
compared to ~60% of each incremental Gross Part D Cost IO At e (@)
discount dollar
= Based on the average implied discount Rebate % of Gross 37% 0% -100% (b)
(64%) and rebate (37%) for the 2027
decrease by ~20% for 2027 negotiated
drugs, and by 3% overall across all drugs
= Impact will vary due to assumptions (e.g. Plan Liability as % of Gross 60% 60% 0% (d) Assumption
plan liability as % of
gross, average rebate rate) Reinsurance as % of Gross 12% 12% 0% (e) Assumption
Net Plan Liability $3,293 $2,592 -21% e = )i,

x[1-(e)]
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IPAY 2027 Drugs Future Outlook

Contingent on generic bona

Contingent on generic on FRF Contingent on generic not fide marketing first occurring
after 5/2026 + before 12/2027 appearing on May 2027 FRF after 3/31/2027
Drug Name Generic / Biosimilar WAC Decrease? Can be removed after initial Can be excluded for initial MFP in effect in CY28?
CY27 submission? CY28 submission?
Ozempic, Rybelsus, Wegovy = TBD No No Yes
Trelegy Ellipta TBD No No Yes
Xtandi Expected 2027 Likely * No Yes
Pomalyst Expected 2026 TBD Likely Unlikely
Ibrance Expected 2027 Likely TBD — Unlikely TBD — Likely
Ofev Expected 2026 TBD Likely Unlikely
Linzess TBD — 2029 Expected Jan. 2026 No No Yes
Calquence TBD No No Yes
Austedo, Austedo XR TBD No No Yes
Breo Ellipta TBD No No Yes
Tradjenta Expected 2026 TBD — Likely Likely Unlikely
Xifaxan TBD — 2028 No No Yes
Vraylar TBD — 2029 No No Yes
Janumet, Janumet XR Expected 2026 Jan. 2025 TBD Likely Unlikely
Otezla TBD — 2028 No No Yes
* Based on expected generic launch timing, generic substitution could occur after initial formulary submission for CY28.
Future WAC decrease source: https:/ncpa.org/newsroom/qam/2025/11/11/wac-reductions-likely-coming-soon Ibrance is a unique case (similar to Farxiga) where it could be removed from the CY27 formulary for generic substitution

but based on expected launch timing it is unlikely to have bona fide generic marketing by the 3/31/27 to trigger

u M i I I i man deselection for CY28. 16
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SLIMMING DOWN COSTS: MFPS AND ANTI-OBESITY MODELS UNPACKED

The 2024 Election Set the Stage for Substantial Policy Change

The pace of change has been rapid in the first year of the second Trump administration. New drug pricing priorities are
reflected in the the focus on international reference pricing, tariffs, and DTC pathways.

President Trump has led
a renewed effort on
lowering drug prices,
broadening the scope
beyond the IRA’s
Medicare Drug
Negotiation.

1

MFN

President Trump has signaled a
willingness to pursue greater
reductions in federal
reimbursement for drugs.

= April 15 EO - Lowering Drug
Prices by Once Again Putting
Americans First

» May 12 EO - Delivering Most-
Favored Nation Prescription
Drug Pricing to American
Patients

» July 31 — Letters to 17
manufacturers

2

Tariffs

President Trump has initiated a
redetermination of trade relations
across the globe largely using
tariffs to create leverage.

= Tariffs proposed on brand and
patented drugs at 100%

» These are paused as individual
companies and countries
negotiate deals with the
administration

3

Industry Response

PhRMA and individual
manufacturers have pledged to
invest in US manufacturing,
lowering prices within existing
reimbursement channels, and
promote DTC.

Eli Lilly and Novo Nordisk have
agreed to lower list prices for
their GLP-1 therapies in
exchange for tariff relief,
expanded access within
Medicare, and expedited
regulatory review.




SLIMMING DOWN COSTS: MFPS AND ANTI-OBESITY MODELS UNPACKED

MFN EO Seeks to Resolve Pharmaceutical “Price Discrimination”
President Trump’s EO directs HHS to develop MFN price targets for manufacturers to reduce the prices American
consumers pay for prescription drugs.

= The 2025 MFN EO builds on the 2020 version but
introduces a broader scope and new potential
enforcement mechanisms

= MFN price targets would be based on the lowest
available price in OECD countries with at least 60% of
US GDP per capita

— GDP could be measured nominally (15 countries) or
using PPP (24 countries), which could result in
different target prices

» The 2025 EO requires manufacturers to show
“significant progress” toward MFN pricing but does not
define how that progress will be measured

— Administration may pursue further rulemaking if
manufacturers do not make “significant progress”

Countries Identified for MFN Targets Using GDP Nominal
= July 31stletters to 17 manufacturers demanded they, Count = 15

among other things, offer existing medications to 77 Additional Countries Identified for MFN Targets Using GDP PPP
Medicaid patients at the same prices paid abroad " Count = 9 (Total Country Count = 24)



https://www.milliman.com/en/insight/most-favored-nation-eo-considerations-life-science

SLIMMING DOWN COSTS: MFPS AND ANTI-OBESITY MODELS UNPACKED

Pharmaceutical Tariffs Announcement
A 100% tariff on brand-name and patented drugs aimed to encourage manufacturers to increase US production. This
follows President Trump’s May 12 MFN EO.

On September 25, 2025, President Trump
announced via Truth Social that all brand-name or
patented pharmaceutical products will be subject
to a 100% tariff starting October 1. However, the
tariffs are currently paused due to ongoing
negotiations between drug manufacturers and the
administration.

Exemption

» Products produced by companies building US manufacturing
facilities are exempt from the tariff.

» This includes companies that have already broken ground on
domestic production sites.

Rationale
This follows President Trump’s MFN EO and
subsequent letters to leading pharmaceuticals, which
demanded that they:

1. Extend MFN pricing to Medicaid.

2. Guarantee MFN pricing for newly-launched
drugs.

= The administration frames tariffs as a lever to push drugmakers to:
— Expand US production capacity.
— Strengthen supply chains for essential medicines.

» Tariffs are also being presented as part of a broader drug pricing
strategy, though experts question whether they will meaningfully

: . lower patient costs.
3. Return increased revenues abroad to American P

patients.

4. Participate in direct purchasing at MFN pricing.

E) Milliman 20



SLIMMING DOWN COSTS: MFPS AND ANTI-OBESITY MODELS UNPACKED

GLP-1 Pricing Announcements Represent Second Wave of Agreements
Linked to MFN and Tariffs

GLP-1 Pricing Agreements Expanded Medicare Market Opportunity
= Eli Lilly and Novo Nordisk agreed to lower list prices for their GLP- » The Trump administration will broaden Medicare eligibility for
1 therapies when purchased through TrumpRXx. these therapies as part of the agreement.
— Initial cash price will be ~$350/month » Medicare may cover GLP-1s for beneficiaries with BMI>=27 who

have prediabetes or a history of heart disease, BMI>=30 and co-
morbidities like heart failure, and BMI>=35.

» The expanded coverage is expected to be phased in starting mid-
2026.

= Medicare will be able to purchase Ozempic, Wegovy, Mounjaro,
and Zepbound for $245, with beneficiaries paying a $50 copay.

— Interaction with IPAY 2027 remains unclear
» State Medicaid programs will also have access to these drugs at

In=se Phess: Effects Beyond GLP-1s
— Lilly and Novo agreed to match prices to the lowest paid in peer

nations for all their drugs in Medicaid. » The agreements also provide for reduced costs on other

Lilly and Novo medicines purchased through TrumpRXx.
= In exchange, the manufacturers received tariff relief and
expedited regulatory review.



https://www.whitehouse.gov/fact-sheets/2025/11/fact-sheet-president-donald-j-trump-announces-major-developments-in-bringing-most-favored-nation-pricing-to-american-patients/
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GLP-1 Drug Pricing by Program

Prices as negotiated between Eli Lilly and Novo Nordisk and the Trump administration.

Purchase Price: $245
Cost Sharing: $50 copay

Purchase Price: $245

Wegovy Cost Sharing: $50 copay

Purchase Price: $245
Cost Sharing: $50 copay

Purchase Price: $245

Zepbound Cost Sharing: $50 copay

Orforgilpron

(if approved) TBD

(0] IO 1NN AN Purchase Price: $149*
(if approved) Cost Sharing: TBD

*For the lowest dose available

u M i I I iman Sources: White House Fact Sheet;: CNBC

Purchase Price: $245
Cost Sharing: Varies

Purchase Price: $245
Cost Sharing: Varies

Purchase Price: $245
Cost Sharing: Varies

Purchase Price: $245
Cost Sharing: Varies

TBD

Purchase Price: $149*
Cost Sharing: TBD

Purchase Price: $350

Purchase Price: $350

Purchase Price: $350

Purchase Price: $346

Purchase Price: $346

Purchase Price: $150*


https://www.whitehouse.gov/fact-sheets/2025/11/fact-sheet-president-donald-j-trump-announces-major-developments-in-bringing-most-favored-nation-pricing-to-american-patients/
https://www.cnbc.com/2025/11/06/trump-eli-lilly-novo-nordisk-deal-obesity-drug-prices.html

SLIMMING DOWN COSTS: MFPS AND ANTI-OBESITY MODELS UNPACKED

Impact of GLP-1 Discount Agreements by Stakeholder
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Beneficiaries will have with reductions in out-of-pocket costs and
modifications to coverage criteria; however, there may be

With bids already set for 2026, Part D plans will have to carefully assess how the timing and coverage
requirements of the Part D GLP-1 pilots could increase their liability.

At the same time, the price reductions could alter the cost dynamics of GLP-1s, especially for those plans
that can capture savings through integrated pharmacy and medical benefits.

Impacts will vary depending on therapeutic class with competitor products potentially seeing lower
demand and/or future price pressures.

Other manufacturers may see changes in their Part D liability due to increased aggregate spend if volume
increases outpace price reductions.

Doctors and other professionals with prescribing authority may face
, including , Wwhich may lead to changes in prescribing and
treatment decisions.

May face depending on how the pilots are
structured.

Higher utilization of GLP-1s could shift prescription mix at pharmacies,
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Thank you

Maddie Feller Katie Holcomb Massey Whorley

maddie.feller@milliman.com katie.holcomb@milliman.com massey.whorley@milliman.com
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