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I).  Gavin Watt called the meeting to order.  He noted that the main agenda item for today 
would be a continued discussion of a UPlan response to budget reductions.  To help 
answer questions that arose out of this discussion previously, Mr. Watt welcomed Dr. 
Stephen Schondelmeyer, head of the Dept. of Pharmaceutical Care & Health Systems and 
director of the PRIME Institute. 
 
Dann Chapman emphasized that today’s discussion should be viewed as a time to share 
feedback about the proposals that are being presented, and is not a negotiation session in 
any way, shape, or form.  The purpose of today’s discussion is to collect ideas, feedback, 
preferences, and input, which will be brought back to senior administration for 
consideration.  Mr. Chapman stated that he is not in a position to make any decisions 
concerning any of the proposed ideas put forth as part of today’s discussion. 
 
To begin, Mr. Chapman distributed a slightly revised copy of the Potential Cost Savings 
in Benefits handout that was distributed at the previous meeting.  The proposals and their 
corresponding dollar amounts have not changed, stated Mr. Chapman, but there are 



additional notes and some editing of proposal language, which he will point out to 
members during the course of today’s meeting. 
 
Proposal #1 – Move specialty drug coverage from medical plan to pharmacy plan.  The 
chief intent of this proposal, noted Mr. Chapman, is not to change or limit access to any 
drug, but to change how drugs are billed when they are administered in a doctor’s office. 
 
Dr. Schondelmeyer began by explaining what specialty drugs are and why the University 
should care.  Specialty drugs have emerged over the last 5 – 6 years.  Many of these 
drugs are made differently, biological drugs.  Often these drugs are injectable, infused, 
and/or need to be monitored very closely by a physician.  Specialty drugs are typically 
used for high-risk conditions, e.g., cancer, transplant, arthritis, HIV/AIDS.  These drugs 
are unique because of how they are made, because of the high-risk conditions they treat, 
and because of how they are distributed in the health care system. 
 
The intent of this proposal, noted Dr. Schondeleyer, is not to try and change how the 
drugs are administered, but to change how the drugs are billed.  When the drug is 
administered in a doctor’s office, the doctor includes the cost of the drug as part of their 
billing, which they then send to the health plan.  Often the drug is not itemized on the 
bill, but built into a broader charge.  Or, if the drug is identified on the bill, it is not 
identified by the specific code for an individual drug, but rather generically identified, 
e.g., oncology treatment, arthritis treatment.  In turn, the prices that the UPlan pays for 
these drugs are often wholesale price plus 25% - 30%.  In reality, doctors can purchase 
these drugs at an average wholesale price minus as much as 30% - 80%.  In the end, the 
University ends up paying a lot more than necessary.  While the University is not trying 
to cheat or underpay doctors, it wants to pay a fair and reasonable price for these drugs. 
 
Largely, these are the same type of drugs that are covered under Medicare Part B (drugs 
administered by physicians or in a physician’s office).  Medicare Part B changed their 
payment mechanism in 2005, and corrected this billing issue.  In fact, Medicare Part B as 
part of this billing change, now requires drug manufacturers to report their actual average 
drug selling price to Medicare.  This information is publically available.  Dr. 
Schondelmeyer stated that he researched the actual average selling prices of these drugs 
on the Medicare Part B side and compared them to the prices the UPlan pays.  Based on 
his research, the UPlan is greatly overpaying for specialty drugs compared to what they 
actually cost. 
 
The UPlan has every intention of paying providers to cover their costs for a drug, and to 
administer that drug, but it does not want to pay exorbitant mark-ups on drugs that are not 
justified.  For example, in 2006, the UPlan had about $10 million in specialty drug 
expenditures out of $36 million, which represents 25% - 30% of the UPlan’s total 
expenditure for drugs. 
 
Given that Medicare Part B already made this billing change and roughly half of the 
commercial marketplace has made similar billing changes, the University is proposing 
that providers bill for specialty drugs as a pharmacy claim using a unique National Drug 



Code (NDC).  In turn, and the University will establish the payment based on knowing 
the average selling price of a particular drug, and will pay physicians a reasonable price 
for those drugs.  The primary purpose of this proposal is to take excess margin out of the 
market that does not serve a purpose. 
 
A member asked how will the cost the UPlan is prepared to pay in light of this change be 
adjudicated, and will the patient be impacted by this change in terms of co-pays.  Dr. 
Schondelmeyer stated that when many commercial plans make this shift, they add co-
insurance from 25% - 50% or large co-pays.  The University is not proposing this, but 
would likely propose adding the minimum co-pay ($8 generic plus co-pay) for each 
administration of the drug.  Dr. Schondelmeyer stated that any decision involving co-pays 
would need to be modeled before any final decisions are made. 
 
A member commented that the UPlan’s “fair price” will not be the same as the 
pharmaceutical company’s “fair price.”  Dr. Schondelmeyer reminded the committee that 
the UPlan will not limit or set the drug price, but rather the UPlan will use the average 
selling price that the drug companies report to Centers for Medicare and Medicaid 
Services (CMS) and base its payment on this average selling price plus a specified 
percentage mark-up.  While the UPlan is not setting the price, per se, the UPlan is paying 
based on knowing the real price without paying exorbitant margins. 
 
Under this proposal, will there be any restrictions in terms of what physicians can 
prescribe asked a member?  Dr. Schondelmeyer stated that the UPlan has a formulary, 
which has a specialty section.  The intent of this proposal is not to use the formulary to 
limit access to certain drugs because they cost too much, but this proposal seeks to have 
the UPlan pay a fair amount for specialty drugs, and to better understand the UPlan’s 
utilization of these drugs.  Under this proposal, there will be an inclusive formulary with 
a limited number of rare exceptions. 
 
Under the current scheme, are there any restrictions on what physicians can charge for 
these drugs asked a member?  Dr. Schondelmeyer stated that oftentimes it is unknown 
what doctors are charging for these drugs because the cost is buried in the claim. 
 
If the UPlan adopts this proposal, will it necessitate changes between the contracts with 
the University’s health plan administrators and physicians asked a member?  Yes, stated 
Dr. Schondelmeyer.  Adopting this proposal will require the University to negotiate 
contractual changes with Medica and HealthPartners who, in turn, will need to negotiate 
changes with their doctor groups.  This is will likely take 1 – 2 years to implement, and it 
will not be easy. 
 
A member asked if patients will have to pay an additional co-pay for the administration 
of specialty drugs above and beyond the doctor visit co-pay.  Yes, stated Dr. Chapman.  
Dr. Schondelmeyer added that the projected savings under this proposal has nothing to do 
with adding a co-pay.  The savings estimate of this proposal, $1.4 million, is purely from 
managing the margins the University is paying that it does not currently know about.  In 
designing this proposal, stated Dr. Schondelmeyer, it is not his intent to increase revenue 



from co-pays.  Having said this, however, there needs to be a logical co-pay structure that 
fits with the rest of the University’s drug plan, but because these drugs are administered 
at odd intervals, it will require some thought about how a co-pay structure should be 
applied.  Given that some specialty drugs are administered in a physician’s office, and 
others can be self-administered by patients themselves, the University will need to look at 
ways to make any co-pay fit the rest of its structure at the minimal $8 level without 
complicating the complexity of how the co-pay is administered.  Please know, stated Dr. 
Schondelmeyer, that other commercial plans that make this shift share these costs with 
their members and try to manipulate their utilization based on cost.  This is not the intent 
of the University. 
 
Why does it take 1 – 2 years to implement this proposal given that providers are already 
billing this way for Medicare Part B and other commercial plans asked a member?  
Contract language between the University and Medica/HealthPartners needs to be 
changed as well as contractual language with Medica/HealthPartners and their physician 
groups.  Dr. Schondelmeyer stated that these contracts are cyclical.  Dr. Chapman added 
that this proposal can be implemented in steps.  It would be relatively easy to impact the 
self-injectable drugs first. 
 
In terms of proposed savings under this proposal, is this being calculated using charged 
dollars or paid dollars asked a member?  The savings were projected on paid dollars, 
stated Dr. Schondelmeyer.  While the charged dollars are even more exorbitant, even the 
paid dollars are way out of line.  The intent, reiterated Dr. Schondelmeyer, is not to limit 
access to specialty drugs, but the goal is to make all billing explicit.  Soon, added Dr. 
Schondelmeyer, the Medication Therapy Management (MTM) program will be rolled out 
as a benefit to the University.  For most specialty drugs, it would be beneficial to partner 
the specialty drug program with MTM to assure coordination between the doctor, patient 
and pharmacy about the drug and its appropriate use. 
 
How does the University know it will save $1.4 million when it does not know exactly 
what it is spending on specialty drugs currently?  Dr. Schondelmeyer stated that doctor’s 
offices are billing the University on remnants of the old J-codes (J-codes are used by 
Medicare and other managed care organizations to identify injectable drugs.)  Based on 
these bills, Dr. Schondelmeyer stated he was able to extrapolate what types of drugs the 
doctors were billing for, and he is familiar with the cost of these drugs.  Mr. Chapman 
stated that the savings from this proposal would be closely monitored and shared with the 
committee. 
 
Will adopting this proposal have an impact on prior authorizations (PA) for specialty 
drugs asked a member?  It could, stated Dr. Schondelmeyer, but great care will be taken 
to try and minimize PAs except where it is related to patient safety. 
 
Does a PA work differently if the medication is administered in a doctor’s office as 
opposed to picking up the medication at a pharmacy asked a member?  If there is a 
bonafide reason for a PA and the University has elected to require a PA, the same 
criteria/process would be applied under both scenarios, stated Dr. Schondelmeyer. 



 
Isn’t it true that the government is not allowed under the Medicare Prescription Drug 
Improvement and Modernization Act of 2003 (MMA) to negotiate drug prices with 
pharmaceutical companies asked a member?  Dr. Schondelmeyer stated that when 
Medicare Part D was enacted as part of MMA there was a stipulation that changed the 
Medicare Part B program, which required manufacturers to submit their drug prices to the 
government.  There is no negotiation; drug manufacturers simply are required by statute 
to submit their prices to the government. 
 
A member asked Dr. Schondelmeyer, in his opinion, in what circumstances is a brand 
drug clearly a better choice over a generic drug, and in what percentage of instances are 
generic drugs and brand drugs identical in terms of efficacy, etc.?  Dr. Schondelmeyer 
stated that he has worked with the brand versus generic issue for 25 years.  The FDA 
evaluates brands and generics in terms of the active chemical ingredient and its delivery 
to the place of action in the body, and they are identical.  Generic drugs and brand drugs 
meet the same standards brand drugs meet each time they make a new lot.  In terms of the 
active ingredient and the response of a patient to that chemical does not differ; however, 
the place where there can be a difference in patient responses is when there is a 
component in the tablet itself that is not the active ingredient that affects the patient.  For 
example, a few patients are allergic to certain dye colors.  There are a few instances 
where it can be argued that there is a medically legitimate reason for a patient to receive a 
brand drug over a generic drug or vice versa. 
 
Is a generic drug required to be the exact same strength as its brand equivalent asked a 
member?  Physicians say that there can be up to a 20% variance in strength between 
generic and brand drugs.  Yes, stated Dr. Schondelmeyer, generic and brand drugs are 
required to be the same strength.  Having said this, both generic and brand drugs can have 
up to a 20% variance in strength each time a lot is made.  Generic drugs meet the exact 
same standards as their brand counterparts.  Remember the manufacturer of the brand 
name drug has a vested interest in getting doctors to think that brand drugs are different.  
Dr. Schondelmeyer stated that the FDA has not had a documented case of a true blood 
level measure clinical effect from a drug that were rated as an equivalent.  There are, 
however, drugs on the market called “B-rated generics” that have not shown they are 
equivalent to brand drugs, but these are not allowed to be substituted in Minnesota for 
brand drugs. 
 
Mr. Watt and members of the committee thanked Dr. Schondelmeyer for attending 
today’s meeting to clarify aspects of the proposed cost saving measures in the UPlan. 
 
Moving on, Mr. Chapman stated that in the note section of Proposal #2, increasing 
pharmacy co-pay for 2 of the 3 formulary tiers, new verbiage was added to help clarify 
this proposal for members. 
 
Mr. Watt noted that Proposal #3, increasing the ‘penalty’ when a brand drug is selected 
over an available identical generic (without medical reason), addresses the brand versus 
generic issue.  Mr. Chapman distributed a handout, DAW (dispense as written) Penalty 



Scenario Modeling, to help members understand this proposed benefit change.  He noted 
that the University thought it had solved the problem whereby a UPlan member insists on 
a brand drug over a chemically equivalent generic drug by having that person pay an $8 
generic plus co-pay plus the price difference between the generic drug and the brand 
name drug.  Members’ attention was turned to the chart distributed by Mr. Chapman, 
which illustrated that under the current model while in some circumstances members pay 
the bulk of the difference, in other instances they do not, and the University ends up 
paying a higher amount.  To alleviate this discrepancy, Proposal #3 would impose a 
100% coinsurance penalty, which means that the UPlan member would pay the full cost 
for a brand drug when there is a chemically equivalent generic drug.  Mr. Chapman went 
on to say, however, that UPlan members who under this proposal would continue to 
choose a brand drug over a chemically equivalent generic drug would continue to receive 
approximately a 16% discount on the brand drug, which represents the RxAmerica 
discount. 
 
A member stated that Proposal #3 takes away a UPlan member’s choice to use a brand 
drug because the UPlan will not pay anything towards the cost of a brand drug.  On the 
other hand, the UPlan saves nothing if a UPlan member uses a generic drug.  This 
proposal is forcing UPlan members to use generic drugs.  Rather than the 100% 
coinsurance option, it would be more reasonable if Proposal #3 would require UPlan 
members who choose a brand drug over a generic drug to pay the cost difference between 
the cost of the brand drug and the cost of the generic drug.  Mr. Chapman stated that 
UPlan members have a choice of cost; either they can afford to pay for a brand drug or 
they cannot afford that cost.  
 
A couple members stated that the University should do a better job educating employees 
about generic drugs versus brand drugs.  Mr. Chapman stated that the University has been 
making this effort on an ongoing basis.  The University has seen a significant increase in 
the use of generic drugs over brand drugs, and this percentage continues to grow.  The 
UPlan currently has almost 70% generic drug utilization, and before the generic drug 
push started, the UPlan’s generic drug utilization rate was at about 50%.  It was also 
suggested by a member that the University should take the time to educate physicians 
along these same lines. 
 
Employee Benefits should go around to departmental staff days across the University, 
noted a member, and offer workshops to employees to teach them how to save money on 
their drug costs.  There are also a number of University employees for who English is not 
their first language and they do not understand the communication pieces that Employee 
Benefits sends out.  Mr. Chapman stated that, unfortunately, he does not have the staff to 
go to all these meetings and offer workshops.  Alternatively, noted this same member, 
Employee Benefits could offer a workshop at least once a semester at Donhowe, and/or 
make this information available online.  Mr. Chapman stated that Employee Benefits has 
been doing more online education, especially given its staffing shortages. 
 
It was suggested that Employee Benefits advertise any workshops it has in terms of how 
it will save UPlan members money as opposed to generic drugs versus brand drugs.  In 



addition, if everyone who is prescribed a brand drug would take the generic equivalent 
instead, the $160,000 proposed savings would go away; this is a cost shift.  Mr. Chapman 
stated that the proposed $160,000 savings assumes everyone in the UPlan maintains their 
same prescription filling habits.  Proposal #3 is part of a larger effort on the part of the 
University to promote the use of generic drugs.  The University has data that 
demonstrates UPlan members shift to generic drugs is saving the plan and members a lot 
of money.  The University believes it is an irrational decision for most people to choose a 
brand drug over a chemically equivalent generic drug, and that the University should not 
support such a decision. 
 
A member asked whether the delivery method of a drug needs to be identical in order to 
have a generic substitution, e.g., patch versus pill.  Mr. Chapman stated that while he 
does not know for sure, he thinks that the generic drug would need to be delivered in the 
same manner as the brand name drug in order for there to be a generic substitution.  He 
volunteered to look into this and report back to the committee at the next meeting. 
 
Are PAs available 24 hours/day, 7 days a week, asked a member?  No, stated Mr. 
Chapman, but the University has put into place the ability for people to get an emergency 
override that gives them a limited time to work with their physician and deal with the PA 
process. 
 
A member concurred with the comment that Proposal #3 penalizes UPlan members by 
making them pay the full cost of the brand drug if a chemically equivalent generic is 
available. 
 
Moving on, stated Mr. Chapman, Proposal #4, seeks to increase the emergency room co-
pay from $50 to $75 (the co-pay would continue to be waived if the patient is admitted 
into the hospital).  He then shared comparable data of other employers with the 
committee.  The University had approximately 4,600 emergency room visits last year.  
The average emergency room cost for each visit was $630, ranging from a few hundred 
dollars to thousands of dollars. 
 
A member asked whether the purpose of this proposal was to discourage casual use of the 
emergency room.  Yes, stated Mr. Chapman, this proposal encourages people to think 
twice about inappropriate use of the emergency room. 
 
A member stated having a difficult time endorsing or rejecting this proposal because the 
comparison data shared by Mr. Chapman did not include data on wages of employees at 
other organizations.  If other employees’ wages are higher then maybe they can afford to 
pay a higher emergency room co-pay.  Also, it is important to keep in mind, that in 
outstate Minnesota, the emergency room serves as an urgent care facility. 
 
Would it be possible to track the times of day people go to the emergency room in 
outstate Minnesota and correlate these findings with urgent care hours asked a member?  
Also, would it be possible to determine why people are going to the emergency room?  
Mr. Chapman said it would not be possible to track the times of day people go to the 



emergency room and correlate that information with the availability of an urgent care 
facility or not.  With respect to emergency room utilization, Mr. Chapman stated, 
Employee Benefits has noticed a dramatic increase in utilization over the years.  Given 
this dramatic increase in utilization, consideration has been given to putting in place a 
stronger incentive for appropriate emergency room use.  Mr. Chapman volunteered to 
bring an emergency room utilization report to the next meeting for members to review. 
 
Moving on, Mr. Chapman highlighted changes/additions that were made to the revised 
handout that was distributed at the beginning of today’s meeting: 

• Proposal #5, noted Mr. Chapman, would require a co-pay for each month of birth 
control medication at retail locations.  Currently, UPlan members receive a 3-
month supply of birth control medication for one co-pay.  This proposal would 
affect approximately 1,750 people.  Mr. Chapman provided a correction in the 
note section of Proposal #5, and stated that rather than an annual increase of 
$220/year for a brand birth control prescription, UPlan members would 
experience a $200/year increase. 

• Proposal #6, stated Mr. Chapman, moves low-dose Lipitor® (10 mg and 20 mg) 
to a non-formulary co-pay to incent use of generic equivalents. 

• The language in Proposal #7 is incomplete and should read, “cover only one cost-
effective brand of diabetic testing supplies at the generic plus co-pay.”  He added 
that other diabetic testing supplies would be charged at the brand or non-
formulary rate. 

• With respect to Proposal #8, stated Mr. Chapman, notes were added to the 
handout on use of co-pays, and coinsurance for high-tech imaging that were not 
on previous handouts. 

 
Mr. Watt noted that based on feedback received thus far concerning the various cost 
saving proposals, it is clear that there is a great deal of brand-specific sensitivity to 
diabetic testing supplies (Proposal #7).  It is likely the administration will receive 
pushback on this proposal. 
 
What is the name of the diabetic testing supplies that the University is looking at, asked a 
member?  Mr. Chapman stated that initially the University was looking at True Track, but 
now the University is looking at True Results. 
 
A member commented finding Proposal #10, increasing annual medical maximum out-
of-pocket expenses to $3,000/$5,000 (currently, $2,500/$4,000), completely outrageous.  
If adopted, the projected savings of $100,000 would fall squarely on the back of sick 
people. 
 
Proposal #5, requiring a co-pay for each month of birth control medication at retail 
locations, noted a member, is of great concern.  Birth control medication is preventative.  
Mr. Chapman stated that he clearly heard the concern over this proposal at the last 
meeting, and he will carry the objection to this proposal forward to the administration. 
 



A member asked, besides these 10 cost saving proposals, are there other proposals that 
the committee can consider.  Mr. Chapman stated that there are other options.  He noted 
that he would have preferred to elicit cost saving ideas from the committee first, but that 
was not possible given the time constraints.  Mr. Chapman stated that there is an 
alternative list, which will be emailed to members following today’s meeting.  Please 
review this alternative list and be prepared to discuss it at the next meeting. 
 
Phyllis Walker stated that the entire list of cost saving proposals distributed today targets 
sick people or people with chronic medical conditions.  Local 3800 will discuss these 
proposals, and take a position, which will be communicated to the University.  Having 
said this, how much would premiums need to be raised in order to capture the projected 
$3.72 million in savings to the UPlan?  Ted Butler stated that premiums would need to be 
increased by approximately 2% to realize this same economic impact.  A request was 
made that the administration provide the committee with what this would translate into in 
dollar amounts versus a percentage for the next meeting. 
 
Secondly, Ms. Walker requested the font size on all handouts be increased in the future 
even if it means two pieces of paper need to be used. 
 
Thirdly, Ms. Walker stated that she took offense with the comment Mr. Chapman made 
earlier today about “the flunky at the cash register.”  In her opinion, this was a class-
based comment that indicates an extreme amount of prejudice, and should never have 
been said.  Mr. Chapman stated that he sincerely appreciates Ms. Walker’s comment, and 
stated that it was an off-the-cuff remark, which was in no way intended to reflect poorly 
on anyone.  Mr. Chapman extended his apology to Ms. Walker and entire the committee. 
 
II).  Next, Karen Chapin distributed the Medex 2008 Annual Report.  She noted that in 
2008, 74 people used Medex, and 8 were hospitalized.  In 2006 an 2007 combined, 104 
people used the program, and in one of those years only 1 person needed to be 
hospitalized, but in the other 6 had to be hospitalized.  Demand for the program varies 
from year to year, and the University is pleased to have this program available.  Ms. 
Chapin encouraged members to review the entire report.   
 
III).  Announcements: 
a).  Ms. Chapin reported that CVS Caremark has purchased Longs Drug, and its wholly 
owned subsidiary, RxAmerica.  Effective in early April, there are plans to move the mail 
order and specialty drug programs to CVS Caremark.  A notice will be sent to UPlan 
members regarding this change.  The mail order will be moved to Mount Prospect, 
Illinois, and the specialty drug program is to be moved close to member’s zip codes.  
Changes will be communicated to UPlan members. 
 
CVS Caremark has assured the University that the transition will be very smooth, that it 
has a better system, and website, and that it will keep the same pricing arrangements the 
University had with RxAmerica.  The only difference that Ms. Chapin reported hearing 
about was that there is a possibility that CVS Caremark may purchase some of their 



generic drugs from a different manufacturer, which would mean pills could have a 
different shape and/or color. 
 
Will RxAmerica cease to exist as a separate entity at some point asked a member?  Ms. 
Chapin stated that she has heard that RxAmerica is to remain a separate entity, but only 
time will tell. 
 
b).  Ms. Chapin announced that the next U & Your Benefits newsletter will focus on 
Medication Therapy Management (MTM), but other topics will be covered as well 
including drugs that are scheduled to move from brand to generic, and wellness program 
information. 
 
c).  Shirley Kuehn reported that 2008 Flexible Spending Account (FSA) claims must be 
submitted by March 31, 2009.  FSA expenses for 2008 can be incurred through March 
15, 2009.  As a courtesy to UPlan members, an email was sent out notifying them of this 
upcoming deadline. 
 
IV).  Mr. Watt asked members to watch for the expanded list of alternative cost saving 
proposals that they will be receiving by email.  He thanked Ms. Walker for reminding 
members of the committee to discuss these options with their respective constituencies.  
New cost saving ideas are also welcome. 
 
A member asked for a brief statement governing how people should look at making these 
cuts.  It was noted that at the last meeting a philosophy statement was disseminated, 
which puts the objective of this exercise into context.  This statement will be distributed 
again via email along with the expanded list of cost saving proposals.  Mr. Chapman 
added that members need to remember that no area of the University is going untouched 
given the budget challenges facing the University.  In Mr. Chapman’s opinion, President 
Bruininks’ request to cut the UPlan by $3.72 million is relatively modest.  This amount 
represents less than 2% of the UPlan’s medical budget.  To put this in context, some 
departments are being asked to cut their budgets by 5% - 8%. 
 
V).  Hearing no further business, Mr. Watt adjourned the meeting. 
 
        Renee Dempsey 
        University Senate 
 
 
 
 
 
 
 
 


