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Preface

Background

HealthPlanData Solutions, DBARiveraandhenceforthreferredtoasRivera,hasbeencontracted by
the Commonwealthof Kentucky Department of Employee Insurance (KEHP) for pharmacy benefit
claims monitoring. Rivera will analyze one hundred percent of pharmacy invoices or claims
submitted for payment to KEHP by a KEHP Contracted Entity. Thisreport is for the first quarter of

2026 and will be followed by similar reportsin each subsequent quarter.

Riverais a pharmacy payment intelligence software solutions company that leverages leading-
edge technologies andindustry expertise toidentify opportunities in contract compliance, plan
design,regulatoryrequirements,andpricing performance. Our emphasis on data-driven accuracy

supports betteroutcomes for payers, Pharmacy Benefit Managers, and the members they serve.

Objectives

The objectives of thisreport outlinedinthe Personal Service Contract for Pharmacy Benefit Claims
include the following:

e Summary of analysis conducted

e Statement of Contracted Entity’s compliance
e Statement of errorsidentified

e Statement of resolutions of errors identified

e Savingsrealized by KEHP
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Scope
Rivera has initiated the analysis of 100% of invoices and net paid claims administered by a KEHP
ContractedEntitybetweenthedates of January1,2023,and June 30,2026. Belowis a breakdown of

the claim count,ingredient cost, and dispensing fee totals by quarter:

‘ Quarter - Plan Year Claim count Ingredient cost Dispensing fee
Q12023 1,055,251 $188,599,886 $17,718
Q22023 1,026,287 $210,942,303 $109,681
Q32023 1,036,153 $216,983,063 $126,848
Q42023 1139,323 $225,453,216 $147,581
Q12024 1,071,987 $219,495,096 $133,001
Q22024 1,057,730 $238,916,756 $129,469
Q32024 1,091,090 $262,393,200 $139,647
Q42024 1,111,122 $258,695,514 $143,645
Q12025 1,138,465 $254,870,114 $7,669,665
Q22025 1,087,190 $279,298,222 $7,433,847
Q32025 1,109,729 $292,359,279 $7,438,212
Q42025 1,170,593 $310,164,839 $7,828,925
Q12026 1,094,767 $272,603,165 $7,314,266
Q22026 1,081,311 $287,029,121 $7,352,701
Total 15,270,998 $3,517,803,774 $46,085,206

Riverawillconducta“NearReal Time” analysisof 100% of invoices andnet paid claims administered

by a KEHP Contracted Entity as newinvoices and net paid claims files are provided.

Rivera will complete the following tasks as a part of this ongoing analysis:
e Identify and correct errors in pharmacy benefit claims to avoid or reduce erroneous
overpayments by KEHP through KEHP Contracted Entities.
e Identify underpayments made by the KEHP Contracted Entities.

e Identifyinappropriate orerroneous fees imposed by a KEHP Contracted Entity.
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Rivera has taken the following factors into consideration throughout the analysis:

e Compliance with all state and federal laws relating to or applicable to KEHP.

e Compliance with any contract between the Personnel Cabinet and KEHP Contracted

Entities.

e The market competitiveness of pharmacy benefit payments including the adequacy of

payments to pharmacies.

Findings summary

‘ Identified Resolved Description ‘ Discrepancy resolved
Q1 Q123 Insulin Cost Sharing Cap $16,813

o Q493 Claims Paid at an Amount Greater Than $944 391

Pharmacy Usual and Customary Price

Q1 Q123 Specialty Fee Schedule Pricing $63,374

Q1 Q223 340B Claims Categorization Resolved

Q2 Q323 Multisource Brand Claims Rebill $73,248

Q2 Q423 Compound Claims Level of Effort N/A

Q3 Q124 Service Level Agreement Penalty $67,500

Q1 TBD NADAC Pricing $119,590 (in review)

Q1 Q325 Symbicort Formulary Update Resolved

Q3 Q325 Continuous Glucose Monitor PriorAuthorization | Resolved

Q1 QT26 Non-Competitive Generic NDC Resolved

Q2 Pending DAW Code 8 Without Documented Shortage $2,220 (inreview)

Q2 Q226 OTC Claims Exceeding Plan Maximums Resolved

Q2 Pending Compound Claims Above Plan Limits $6,035(inreview)

Q2 Pending Brandvs. Generic Classification Resolved

Q2 Pending FDA Daily Dose Limit Threshold $30,819 (underreview)
Q2 Pending PBM Indicator DAW-7 Not Allowed $37,555 (inreview)
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Analysis

Riverareviewed the Contract for Pharmacy Benefits Administration for the Kentucky Employee’s

Health Plan,amendments and plan requirements documents to activate the appropriate Rivera

proprietary Claim Scans. These scans were supported by the KEHP Contracted Entity provided

pharmacy network lists, druglists, prior authorization files, and formulary documents.

Findings

Insulin Cost Sharing Cap - The KEHP Contracted Entity divided this finding into two service
warranties.The firstof whichhasbeenpaidto KEHPinthe amount of $7,476.37. This amount
has been credited to the members. The remaining claims were part of a second service
warranty that was also resolved.

Claims paid at an amount greater than pharmacy usual and customary price - Contracted
Entityhas executed a service warranty andimpacted claims were appropriately identified
andre-adjudicated. The KEHP Contracted Entity has not provided documentation to
supportanyclaimpayingataprice greaterthanusualandcustomary.The KEHP Contracted
Entityhasdone aroot-cause-analysis and determined the error occurred with plan set-up
beginning 1/1/2022 and this was confirmed by Rivera. KEHP Contracted Entity issued a
service warranty that refunded members $64,957.98, and KEHP $944,390.88, totaling
$1,009,348.86.

Specialty Fee Schedule Pricing - Errorhasbeen agreedto forthe amount above. Aservice
warranty has been paid to KEHP for this finding.

340Bclaims - Willbe categorizedaccordingtothe KEHP contractual definition by utilizing a
newpharmacy claims file format provided by the KEHP Contracted Entity. Rivera will submit
claims samples forreview. Rivera and KEHP Contracted Entity agreed upon aformat to
monitor these claims and Rivera has determined that KEHP Contracted Entity is following
the definition of 340B claimwhen excluding claims.

Multisource Brand Claims Rebill- Rivera has worked with KEHP Contracted Entity to
determine the net effect of the rebill on KEHP. KEHP has issued a service warranty for the
difference chargedto KEHP and the members. KEHP Contracted Entity has provided
sufficient documentation for Rivera to validate these claims.

Compound Claims Level of Effort - Riverarequested a detailed compound data file from
the KEHP Contracted Entity in May 2023 to assess the issues with the Level of Effort
charges. Rivera has reviewed the file and determined that a large number of compound

claims stemfromone pharmacy. KEHP Contracted Entity performed a desk audit of this
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pharmacytoensurethevalidity of theseclaims. KEHP Contracted Entity determined these
claims were billed correctly and did not require adjustment. Rivera is workingwith KEHP to
implement a cap on compound price without requiring prior approval. This has been
implementedin 2024.

Service Level Agreement Penalties - Riveraidentified that claimspaidat an amount greater
thanpharmacyusualandcustomary price from1/1/2022 -7/31/2023. Rivera calculated that
the errorledtoaclaims processingaccuracyratefor2022andeach of the three quartersfor
2023 that fell below the agreement for the KEHP Contracted Entity to process at arate
greaterthan 99.95%. Rivera has requested that the KEHP Contracted Entity resolve this
issue by paying the penalty. KEHP Contracted Entity did an additional audit for the time
period and agreed to a payment of $67,500.

NADAC Pricing - In 2025, Kentucky began enforcing a lawrequiring the use of NADAC
pricing for prescription billings. Our analysis is based on a NADAC pricing scan, which
reviewed allretail claims filled in Kentucky that were not charged using NADAC pricing.
Riverais currently working with KEHP Contracted Entity toresolve thisissue.

Symbicort Formulary Update - The 2025 formulary update does not include Symbicort.
Riveraidentified10 claims werefilledfor Symbicort in 2025 without Prior authorization. This
issue has beenresolved,and no discrepancies were agreed on.

Continuous Glucose Monitor Prior Authorization- Riveraisidentifyinginstances of multiple
Prior Authorizationsgiventoasingle patientwhoisreceivinga CGM. Riverahasresolved this
issue with KEHP Contracted Entity.

Non-Competitive Generic NDC - This review focuses onidentifying generic drug claims
where the dispensed NDC appears materially higher-pricedrelative to other available
generic equivalents forthe same medication and dose.

DAW Code 8 Without Documented Shortage - The KEHP Contracted Entity reviewed the
identifiedclaimsandfoundthatmostinstances were DAW8 enteredin error, subsequently
reversedandreprocessedunder the correct DAW code.

OTC Claims Exceeding Plan Maximums - The KEHP Contracted Entity confirmed that no
OTCclaimmaximumis currently configuredontheplan,andfoundnohistoryindicatingsuch
alimit was everimplemented. The identified claims processed against the standard
Caremarkproductinclusionlists,whichdonot apply a maximum dollar edit. No overrides or
corrections arerequired; Riverawilldiscusswith KEHP whether an OTC maximum should be

added as a plan design enhancement going forward.
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Compound Claims Above Plan Limits - The KEHP Contracted Entity indicated that prior
authorizations (PAs) were entered with a high patient-to-date maximum, allowing these
claims to process. Riverais reviewing the timing of the approval and termination before
closing this finding.

Brandvs. Generic Classification(MediSpanMulti-Source Code = G) - The KEHP Contracted
Entity indicated that, perits MediSpan data, the drugs in question are classified as “N”
(single-source, no generic equivalent), which would contradict Rivera’s original “G”
classification.Riverahasrequestedtheunderlying claimsdetail to independently verify the
MediSpan multi-source code as of the claim dates before closing this finding.
FDADailyDoselLimit Threshold - The plandesign currently flags/rejects claims at the point
of sale only when the dispensed quantity exceeds 5x the FDA-approved maximum daily
dose. Riverarecommends lowering this threshold to 3x for patient safety and cost
avoidance. The KEHP Contracted Entity confirmedthe point-of-sale checkis functioning as
configured at the 5x threshold. Rivera will continue working with KEHP to finalize the
recommended 3xreject threshold; once that decision is made, the Contracted Entity can

update the point-of-sale edit accordingly.

Compliance Summary

Riveraanalyzed100% of claims adjudicatedduringthesecond quarter of 2026 to ensure that they

met allregulatory and contractual obligations of the KEHP Contracted Entity. The categories and

specificareasof analysisarelistedin the table below. Rivera has found that the KEHP Contracted

Entityhasmetallregulatoryandcontractual obligations during thefirst quarter of 2026. Clean scan

rateis calculatedby comparingthenumberof scanswith potential findings/discrepancies with the

numberscansrun.Riveraruns122 scansforKEHP onaweeklybasis. Thelistof scansisbelowandhas

resultedinacleanscanrate of 99.56%.

Claim Scan categories and scan examples
o Contract Adherence - running 44 scans
= SpecialtyList Discounts
= MAC Pricing Validation
» Brand/Generic Definition Application
o PlanDesign-running40 scans
= Non-Formulary Scan

=  Qut-of-Network Scan
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» Coordination-of-Benefits Applications
o PriceManagement -running18 scans
» |dentifying Compounds with High Level of Effort
* Non-Competitive Over-the-Counter pricing
= RepackagedDrugScan
o Regulatory-running16 scans
= ACADrugList Copay Compliance
= Subrogation ClaimValidation
» RxFilled After Expiration Date
o Treatment Protocols-running 4 scans
= Package Size Check
» FDADaily Dose Limit
= FDA Specialty Daily Dose Limit
= Shingrix3rdDose
The compliance checkalso ensures that the corrective action taken to fix previously identified
errorsisstillperforming asintended. These corrective actions have led to KEHP realizing the cost
avoidance listedin the table below:
Note: Riveraalsochecked340BClaims Categorization, Multisource Brand Claims, and Compound

Claims Levelof Efforttoensurethatclaimsare beingadjudicatedcorrectly. Theseissueshave been

resolved but are not calculatedinto cost avoidance.
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NADAC Pricing

Background

In 2025, KEHP began enforcing alaw pursuant to KRS 304.17A-595 requiring prescriptions filled
within the Commonwealth of Kentucky to price at the lower of NADAC or Usual and Customary.
Rivera analyzed all claims filled at a pharmacy within the Commonwealth using our NADAC pricing

scan. This scan compares the price paidtothe NADAC price as of the date of the claim.

Analysis
Rivera excluded specialty claims, adjusted claim costs to account for dispensing fees, and
evaluated claims adjudicated at Usual and Customary pricing. Following feedback from the
ContractedEntityregardingits NADAC pricingmethodology, Riverarefinedits analytical approach
andreranthe NADAC pricingreview across all calendar year 2025 claims.

As part of thisrefinement, Rivera updatedits date logic to account for the timing of NADAC price
changesandpublication delays.Forclaims filledduring transition periods, the analysis allowed use
of eitherthe immediately preceding orimmediately succeeding NADAC price when determining
appropriate pricing, consistent with real-world implementation timing. The revised methodology
was applied consistently across the full 2025 data set.

Findings

Rivera has expanded this analysis to cover claims filled between 1/1/2025 and 6/15/2026. Rivera
identified the following claims that were not adjudicatedin accordance with the NADAC pricing
requirement:

2025 | 3,608 $75,913
2026 | 628 $43,677

Resolution and Status

Rivera and the Contracted Entity have reviewed approximately 11,116 claims identified in prior
analyses, resultinginresolution of a significant portion of those claims through methodology
refinementsandclaim-levelreview. Basedonthis work, 3,608 claims from2025remainidentifiedas

notadjudicatedinaccordance withthe NADAC pricingrequirement.Rivera has since extended the

Rivera Page10



analysis through 6/15/2026 andidentified an additional 628 claims from 2026, totaling $43,677 in
discrepancy.

Riverahasprovidedthe Contracted Entity the full claim set covering 1/1/2025 through 6/15/2026 -
4,236 claims totaling $119,590 in combined discrepancy - and s currently awaiting feedback. No
response has beenreceivedto date. Rivera will continue to work with the Contracted Entity to

pursue resolution of the remaining claims.
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DAW Code 8 Without Documented Shortage

Background

Dispense-as-written (DAW)code 8 permitsa pharmacytosubstitutea non-preferred multi-source
brandforagenericwhenadocumentedgenericdrugshortageexists. Rivera’s scan identifies DAW
8 claims where no corresponding FDA-reported generic shortage supports the substitution.
Analysis

Riveraidentified 6 claims filledwithDAW 8 where no FDA-reported generic shortage was on file to
support the substitution, representing $2,220.12 in claims under review. Rivera submitted these
claims to the KEHP Contracted Entity on 5/26/2026.

Findings

The KEHP Contracted Entity reviewed the identified claims and reported that most were entered
withDAW 8inerrorandweresubsequentlyreversed andreprocessed under the appropriate DAW
code (e.g.,DAW O or DAW 9). For one claim, the pharmacy cited a temporary availability issue, but
the ContractedEntity confirmedno FDA-reported generic shortage was identified to support the
use of DAW 8.

Resolution and Status

The Contracted Entity considers all reviewed claims either corrected orresolved with no further

actionrequired.
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OTC Claims Exceeding Plan Maximums

Background

Rivera’sscanidentifies over-the-counter (OTC) medication claims that exceed a maximum dollar
limit setinthe plan design.

Analysis

Rivera identified 159 claims exceeding a maximum dollar limit for OTC medications without a prior
authorization, representing $15,593.87 under review. Rivera submitted these claims to the KEHP
Contracted Entity on 5/26/2026.

Findings

The KEHP Contracted Entity confirmed that no OTC claim maximum s currently configured on the
plan,and foundno history indicating such a limit was everimplemented. The identified claims
processed against the standard Caremark productinclusion lists, which do not apply a maximum
dollar edit.

Resolution and Status

Basedonthe Contracted Entity’sresponse, these claims adjudicated as expected under the
current plan design, and no overrides or corrections are required. Rivera will discuss with KEHP
whetheraddingan OTC maximumdollarlimitis a plan designchange worth pursuing going forward;

this findingis considered closed with no discrepancy.

Rivera Page13



Compound Claims Above Plan Limits

Background

Rivera’s scanidentifiescompoundmedicationclaims thatexceedthemaximumprice allowedinthe
plan design without a prior authorization (PA).

Analysis

Rivera identified 21 compound claims exceeding the plan’s maximum dollar limit without a PA,
representing $6,034.88 underreview.Rivera submittedthese claimstothe KEHP Contracted Entity
on 4/15/2026.

Findings

The KEHP Contracted Entity initially reported that PAs were entered with a high patient-to-date
(PTD)maximum,which allowedthefirstsubmittedlist of claims to process above the standard plan
limit. 18 claims are stillunder review.

Resolution and Status

The ContractedEntity considersthe PAs tohave effectivelyremovedthe pricinglimit constraint and
hasindicatednoadditionalactionis needed. This finding remains open until the entirety of claims

arereviewed.
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Brandvs. Generic Classification

Background

Rivera’sscanidentifiesclaims paidasbrandwhere the Medispanmulti-source code =“G,” which per
the PBM contract’s generic definition should have been paid as generic.

Analysis

Riveraidentified 737 claims paid as brand where the Medispan multi-source code on file was “G,”
representinga contract compliance issue that does not carry a direct per-claim cost but can
materially affect AWP discount reconciliation. Rivera submitted these claims to the KEHP
Contracted Entity on 5/26/2026 (referenced by the Contracted Entity as 5/26/2025).

Findings

The KEHP Contracted Entity reported that, based onits Medispan classification, the drugsin
question are designated “N” (single-source, no generic equivalent available) rather than “G,” and
offeredto provide supporting claims detail upon request.

Resolution and Status

Because the Contracted Entity’s classification contradicts Rivera’s finding, and finding remains

open pending that verification, givenits potential impact on AWP discount reconciliation.

Rivera Page15



FDA Daily Dose Limit Threshold

Background

Rivera’s FDADaily DoseLimit scanidentifies claimswhere the dispensed quantity per day exceeds
the FDA-approved maximum daily dose for a given drug. The plan design currently generates a
point-of-sale message beginningat 2xthe FDA-approved maximumdaily dose,but onlyrejectsthe
claimoutright once the quantity reaches 5x the maximum daily dose.

Analysis

Riverareviewedthe current plan design andrecommended lowering the point-of-sale reject
threshold from 5x to 3x the FDA-approved maximum daily dose, for both patient safety and cost
avoidance. Rivera identified 257 claims where the dispensed quantity exceeded 2x the FDA-
approvedmaximumdaily dose but paidwithout a high-dose DURsubmissionor PA, remainingunder
the current 5xreject threshold.

Findings

Riveraidentified 257 claims representing $30,818.81in claims where the dose exceeded 2xthe FDA-
recommended daily dose but were paid because they fell under the plan’s current 5x reject
threshold.

Resolution and Status

The KEHP Contracted Entity confirmedthat a point-of-sale systemcheckisin place andfunctioning
as configured. Riverawillworkwith KEHP to finalizetherecommended 3xrejectthreshold; once that

decisionis made, the Contracted Entity can update the point-of-sale edit accordingly.

PBM Indicator DAW-7 Not Allowed

Background

DAW (Dispense as Written) code 7 indicates that substitution of a generic fora brand drugis not
allowedbecauseitismandatedbylaw(e.g.,certainnarrowtherapeuticindexdrugs). The KEHP plan
designrequiresa priorauthorization (PA)forclaims submitted with DAW-7, excluding single-source
brand and generic products where DAW-7 would not represent a deviation from expected

dispensing.
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Analysis

Rivera’s scanidentifiesclaims submitted with DAW code 7 that processed without a PA, excluding
single-source brand and generic products.

Findings

Riveraidentified2 claims where DAW-7was submitted and processed without a PA, outside of the
plan’s single-source brand and generic exclusions, representing $37,554.51under review.
Resolution and Status

Thisisanewlyidentifiedfinding. Riverahassharedthe claim detail with the KEHP Contracted Entity

andfolloweduprequesting a status update; noresponse has beenreceivedto date.
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Appendix - Findings Detail

Exceeding 304.17A-148 Coverage for Diabetes cap on cost-sharingrequirements

forlnsulin

Background

Commonwealth of Kentucky Department of Insurance Bulletin 2021-002 states that House Bill 95
“amends KRS 304.17A-148 tolimitthe cost-sharing fora covered prescriptioninsurancedrugto $30
per30 daysupplyregardlessofthe amountortype of insulinneededtomeetthe covered person’s
insulinneeds ..Forpurposes of this statute, “cost-sharing” has the samemeaningasin KRS 304.17A-
164, whichincludes the cost to anindividual insured under a health benefit planaccordingto any
coverage limit, copayment, coinsurance, deductible, or other out-of-pocket expense
requirementsimposedbythe plan .. The provisions of this Act apply to the state employee health

plan, but do not apply to other governmental self-insured plans.”

Analysis
Riverareviewedthe claims files provided to identify any claims filled with insulin (Medi-Span GPI
starting with 2710) where the patient pay amount exceeded $30 per thirty days filled per

prescription.

Findings
Riveraidentified 704 claims filled through Q2 2023 which adjudicated at a total of $16,813 greater

than cost-sharinglimit in House Bill 95.

Previously Identified Error Cost Avoidance Q22024  CostAvoidance2024YTD

Insulin Cost Sharing Cap $16,813 $33,626

Claims Paid at an Amount Greater

ThanPharmacy Usualand Customary $141,659 $283,318

Price

Specialty Fee Schedule Pricing $63,374 $126,748
TOTAL $221,846 $443,692
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Resolution and Status
The KEHP Contracted Entity divided this finding into two service warranties. The first of which has
beenpaidtoKEHPinthe amount of $7,476.37. This amount has been credited to the members. The

remaining claims were part of a second service warranty that was alsoresolved.
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Symbicort Formulary Update Finding

Background

In January 2025, KEHP’s updated formulary removed Symbicort as a covereditem without a prior

authorization.

Analysis
Rivera utilized the non-formulary scan to identify instances in which a claimis filled fora non-
formularyitemwithout priorauthorization. The priorauthorizationindicatorinthe data was validated

using a separate prior authorization file provided by KEHP Contracted Entity.

Findings

Rivera Identified 3 Symbicort claims were filled in 2025 without Prior authorization.

Resolution and Status

Rivera and the KEHP Contracted Entity are in the process of reviewing andresolving thisissue on
behalf of KEHP.
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Usual and Customary Pricing Check

Background

The following definition for Usual and Customary or U&C appears in the 2021 Renewal Agreement
Between KEHP Contracted Entity and The Commonwealth of Kentucky Article 1(Definitions) of
Exhibit T:

"Usualand Customaryor U&C. The lowest price aParticipating Pharmacy would charge to a
particularcustomerif such customerwere paying cashforfillinganidentical prescription on
that particular day at that particular location, as submitted by the Participating Pharmacy.
This price mustinclude any applicabledispensingfeeand/orlevel of effortandmustinclude

any applicable discounts offeredto attract customers.”

The “Usualand Customary” is the self-reported price a pharmacy charges for a given prescription.
Thispriceisthe amount typically chargedto cashpaying patients. Schedule C Pricing Exhibit 1(iv) of
the PBM master agreement states “Plan shall pay the lower of the Participating Pharmacy’s U&C

price orthe discountedprice plusdispensingfee.” Sincethe “Usualand Customary”is the maximum
price a pharmacy would charge for a prescription, all claims must adjudicate at a price equaltoor

below the U&C price.

Analysis
Riverareviewedthe datafiles providedtoidentifyclaims paidat a cost that was higher than Usual &
Customary:

Ingredient Cost + Dispensing Fee > Usual and Customary

Findings
Riveraidentified 45,776 claims filled from1/1/22 through 7/31/23 which adjudicated at a total of
$944,390.88 greater than Usual & Customary price.

Resolution and Status

KEHP ContractedEntityhasexecuted a service warranty and impacted claims were appropriately
identified andre-adjudicated. The KEHP Contracted Entity has not provided documentation to

supportanyclaimpayingat aprice greaterthan usual and customary. The KEHP Contracted Entity

Rivera Page 21



has done aroot-cause-analysis and determined the error occurred with plan set-up beginning
1/1/2022 and this was confirmed by Rivera. KEHP Contracted Entity issued a service warranty that
refunded members $64,957.98, and KEHP $944,390.88, totaling $1,009,348.86.

Specialty Network Pricing Accuracy and List Prices

Background

The Client RequirementsDocument(CRD)betweenthe KEHP Contracted Entity and KEHP forms an
ExtendedExclusive Specialty Network (EESN) applicable to claims for medications that are part of
the specialtylistandfilled at pharmacies in this network. In the MSA, a specialty drugis defined as
certainpharmaceuticals, biotech or biological drugs that are Covered Drugs and that are used by
Caremarkinthe managementof chronicorgeneticdisease, including but not limited to injectable,
infusedororalmedications,orproducts that otherwise require special handling, including without
limitationthose listedin Attachment A of Exhibit 1. The specialty lists includedin Exhibit 2 fromthe
2023 Amendment to the MSA contain the guaranteed discount off AWP applicable to claims for
these medications. Claims paid outside of the EESN are includedin the calculationof the traditional
retail pricingterms guarantee. Limited Distribution Drugs (LDD) and New to Market (NTM) drugs are
excludedfromthe overall effective discount for the EESN and are includedin the retail guarantee

instead.

Analysis

Riverawas providedwithLDD andNTMlists.Riverawasalso providedwith thelistof pharmacies that
make up the EESN. Rivera compared the discounts fromthe specialty druglist from the MSA and

Exhibit 2 of the 2023 amendment to the provided claims file. Rivera then calculated the discount

achievedonthe claimusingthe following formula: 1- Ingredient Cost/ (AWP Unit Price * Quantity).
Riveraidentified claims in which the discount achieved was less than the listed discount on EESN

specialty claims.
Findings

Riveraidentified twenty-three claims filled at specialty pharmacies within the EESN in which the

achieveddiscountwaslessthanthe contractually listed discount. Belowis a table of the findings.
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Claim List Discount Ingredient Cost

Count Discount | Achieved Discrepancy

Chorionic Gonadotropin
1 16.50% 0.00% $309

10000
Glatiramer Prefilled Syringe

14 | 80.00% 37.00% $64,929
40mg/ml
Lynparza 100mg 1| 16.50% 0.00% $3,146
Lynparza 150mg 7| 16.50% 0.00% $22,019
Total 23 $90,402

Resolution and Status
The KEHP ContractedEntityhasissueda service warranty and paid KEHP for the discrepancy, with
$63,374.76 paid to the Plan as claims adjustments, and $26,216.52 in copay adjustments to

members.
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340B Pharmacy ldentification and Exclusion

Background

Inthe master services agreement (MSA) between the KEHP Contracted Entity and KEHP an
algorithmoutlines the methodology foridentifying 340B claims. This algorithmis used to identify
340B claims for the purpose of excluding those claims from pricing performance and dispensing
fee guarantees. 340B claims are defined by the following algorithmin the PBM contract: “340B
Claim” means a Claimidentified by the submission of “20” in any of the Submission clarification
Code fields and/or a Claim submitted by pharmacy owned by a covered entity, as definedin
Section 340B(a)(4) of the Public Health Services Act, whose 340B statusis codedas “38” or “39”in
the NCPDP DataQ database.

Furthermore, 340B claims are excluded from pricing performance in the 2014 MSA and that
exclusionis carriedforwardin subsequentamendments between the two parties. Therefore, proper
identificationof these claimsis necessary foraccurate pricingterms, performance calculations,and

reporting.

Analysis

Rivera was provided claims from January 1,2023, through March 31,2023. Rivera used the NCPDP
DataQ database to compare the pharmacy National Provider Identification (NPI)reportedin the
claimsfiletothe NCPDP DataQ340B statuscode. Riverawasalso providedwith a quarterly file that
includedclaimsidentified by the KEHP Contracted Entity as 340B. Rivera used the Claim Number
andClaimSequence Number fromthis file to identify the claims in the claims file provided. Rivera
thencheckedtheidentified claims against the DataQ 340B status code to determine if all claims

identified as 340B met the algorithmin the MSA.

Findings

ForQ12023(1/1/23-3/31/23),the KEHP Contracted Entity identified 38,615 claims as 340B. Rivera
was able to match 38,609 claims, totaling $5,744,809.57 in spend by KEHP. The table below
contains abreakdown of the 340B statusindicatorfromDataQandthenumberof claims andspend
associatedwitheachinthe 340B claims providedfile. Therewereno claims presentinthe claimsfile
provided by the KEHP Contracted Entity with a Submission Clarification Code of ‘20’.
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‘ 340B Status Code ‘ 340B Status Indicator ‘ Claim Count ‘ Sum of KEHP Pay

36 N 45 $30,286
37 Y 466 $82,488
38 Y 34,704 $5,454,648
39 Y 3,216 $167,432
No Match No Match 178 $9,955
GrandTotal 38,609 $5,744,810

Resolution and Status

Riveraand KEHP Contracted Entityhave agreedupon anewpharmacy claims file format containing
theinformationnecessarytovalidate these claims and Rivera will continue to monitor for accuracy
moving forward. Rivera has confirmed that KEHP Contracted Entity is correctly identifying 340B

claims per the contractual definition.
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Multisource Brand Claims Rebill

Background

Inthe master services agreement between the KEHP Contracted Entity and KEHP,amendedin
2023, KEHP’s memberbenefitchangedtoa two-tier copay structure, without a product selection
penalty. Each claimis assigned a transactionid and sequence number,and each time the claimis

adjustedorrebilledanewsequencenumberis assignedto denote the change in the claim status.

Analysis

Riveracomparedthe ClaimNumberandClaim Sequence Number of thefinalreported claimtoeach
of the Claim Sequence Numbers prior to the final reported claim. Specifically, Rivera analyzed for
differencesinnet amount due and patient pay amount. Rivera calculated the differencein net
amountdue andpatient pay andreportedclaims where the net amount due or patient pay amount

(orboth)increased comparedto original billing.

Findings

Forthe billingcycle endingin5/8/2023,Riveraidentified 468 claims in which there was a change in
netamount due to patientpayresultinginanetincreaseinclientpay of $73,248 andnet decrease in
patientpay of $3,857. Theseclaims appear tohave originallybeen paid at a generic price and when
re-adjudicated, paid at the brand price. Rivera will determine if these claims were submitted for

rebates andif rebates were passedonto KEHP.
Resolutionand Status

Riverawas able tovalidatethat KEHPwas creditedforthe differenceinaservicewarranty 5/3/2023.

Riverahasreceived confirmation that these claims were submitted forrebate and paid correctly.
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Compound Claims Level of Effort

Background

Inthe pharmacy manual providedby the KEHP Contracted Entity to network pharmacies thereis a
policy for proper billing of compounds and a stratified payment based on the submitted Level of
Effort (LOE)forcompoundclaims. Appropriate LOEDbillingensures proper payment of compounds,
while avoiding waste. The claims file currently provided to Rivera contains limited information on

compound claims. Riverarequested a compound detail file, containing all the compound

ingredients listed, to determine if the proper LOE was submitted by the pharmacy.

Analysis
Rivera analyzed compound detail file provided by KEHP Contracted Entity from 01.01.23 through
05.31.23. Riveradeterminedthattherewas one pharmacy submitting the majority of the compound

claims with a higherlevel of effort paid.

Findings
Riveraidentified 1,052 compound claims filled during the time measured. The majority of these
claims are for multiple ingredient creams made from bulk powders. This resultedin $117,873.74 in

spendon compound claims.

Resolution and Status

KEHP ContractedEntity performeda desk audit of these claims and determined no further action
was needed. KEHP willimplement a $50 compound cap starting January 2024. This cap should
reduce the spending on compoundsin 2024 for KEHP.
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Service Level Agreement Penalties

Background

Inthe masteragreement between KEHP and KEHP Contracted Entity effective Jan1,2015
Schedule D contains performance guarantees (PG). Each PGis allotted a percentage of the
$1,500,000 atrisktomeet theseguarantees. One of the PGsis Claims Processing Accuracy (retail,
mail, and specialty). This PG states: Based oninternal quality review, KEHP Contracted Entity
guarantees that claims processing accuracy shall be 99.95% or greater, calculated as all claims
auditedandfoundtobe withoutadjudicationof any kind(i.e. any claim processinginaccuracy that
resultsinanincorrect charge to the Commonwealth orits plan members) and divided by all claims

audited. This is guaranteed at 3%risk annually ($45,000/year).

Analysis

Rivera calculatedtheclaims processing accuracy rate for 2022 and each of the three quarters for
2023, utilizing the calculation in the contract with KEHP Contracted Entity. The total number of
agreeddiscrepancy claims was added together and divided by the number of claims for that

quarter. Riverausedthenumber of claimsforthat quarter because 100% of claims were evaluated

during the quarter.

Findings
Clai Claim Claim
, a'm_ Error: Error: Claim Claim .
Claim Error: . , Missed
Quarter : Insulin | Usualand  Error: Accuracy
Count Specialty PG
Pricin Copay | Customary Total | Percentage
cing Cap Not used
2022 Q1 1,019,213 4,338 4,338 99.57% Yes
2022 Q2 1,026,093 5,983 5,983 99.42% Yes
2022 Q3 1,041,218 6,815 6,815 99.35% Yes
2022 Q4 1,141,268 7,359 7,359 99.36% Yes
2022 | Total | 4,227,792 24,495 24,495 99.42% N/A
2023 Q1 1,036,153 23 436 9,678 10,137 99.02% Yes
2023 Q2 1,026,287 268 8,104 8,372 99.18% Yes
2023 Q3 1,055,251 3,052 3,052 99.71% Yes
2023 | Total 317,691 23 704 20,834 21,561 99.31% N/A
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Resolution and Status

Riverasharedfindingswith the KEHP ContractedEntity forfailuretomeetPerformance Guarantees
inthe contract for claims accuracy for all quarters measured. KEHP Contract Entity agreedtoa
Paymentof $33,750foreachplanyearit identified anissue based on theirinternal audit. The total
amount the KEHP ContractedEntity agreedto pay KEHPis $67,500. The amount is less than Rivera’
calculated amount based on the smaller audited sample size. Rivera has suggested contract
language thatwouldsupportalargersample sizeinthesetypesof audits goingforward. This finding

can now be consideredresolved.
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Rogue Generic NDC Non-Competitive Pricing

Background

Rivera performed areview to identify non-competitively priced National Drug Codes (NDCs) for
genericmedications. Thisreview focuses on identifying generic drug claims where the dispensed
NDC appears materially higher-pricedrelative to other available generic equivalents for the same

medication and dose.

Analysis

Rivera’s scan evaluated generic drug claims to identify NDCs that were priced at more than four
times the average unit cost of other generic NDCs sharing the same active ingredient, strength,
dosage form,androute of administration. Claimsmeetingthisthresholdwereflaggedas potentially

non-competitive relative to the broader generic market.

Findings
For the first quarter of 2026, Riveraidentified 7,279 claims associated with generic drug NDCs
pricedatgreaterthanfourtimesthe average unit cost of comparable generic alternatives. Rivera

referstotheseoutlierproductsas “rogueNDCs.” Thetotal cost of these claimswas $254,862.40for
Q12026

Resolution and Status

Riveradiscussedthese findingswith the Contracted Entity. The Contracted Entityindicated thatit is
unable to control which specific NDCs individual pharmacies choose to stock and dispense.
Additionally, KEHP currently utilizesanationalformulary structure that does not permit exclusion or
redliningof individualNDCs. The Contracted Entity noted thattransitioningto a structure that would
allow customer-specific formulary controls would require additional fees. Rivera’s account team
subsequently discussed a potential NDC-blocking mechanismwith the Contracted Entity to
preventhigh-cost “rogue” generic NDCs from adjudicating going forward. The Contracted Entity
hasindicatedit is exploring the ability to red-line these high-cost NDCs. Rivera will continue to

monitor this issue and will provide an update once aremediation approachisimplemented.
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