
Beth Steindecker
202-935-0946

beth.steindecker@capitolpolicypartners.com

Cigna Corp (CI)

Price: $265.59

52-Week High: $370.83

52-Week Low: $262.03

CVS Health Corp (CVS)

Price: $44.04

52-Week High: $83.25

52-Week Low: $43.93

GRAIL, LLC (GRAL)

Price: $23.62

52-Week High: $24.92

52-Week Low: $12.33

EXACT Sciences Corporation
(EXAS)

Price: $60.37

52-Week High: $79.62

52-Week Low: $40.62

Humana Inc (HUM)

Price: $233.89

52-Week High: $475.00

52-Week Low: $213.31

UnitedHealth Group
Incorporated (UNH)

Price: $485.52

52-Week High: $630.73

52-Week Low: $436.38

Healthcare Payers / Providers

December 18, 2024

[PBMs, Cancer Screening, Medicare Advantage]
A Few Surprises in the Healthcare Spending
Package but Otherwise Mirroring Prior
Compromise

Following Tuesday night’s release of a short-term continuing resolution (CR)

funding the government through March 14, we outline some key differences from

previously-reported iterations of the healthcare extenders package, involving

PBMs [CI, CVS, UNH, ELV], multi-cancer screening tests [GRAL, EXAS, GH], and

Medicare Advantage insurers [HUM, UNH, ALHC, CVS], which were different from

previously-reported versions of the healthcare extenders package.

PBMs [CI, CVS, UNH, ELV]: Mandate 100% pass-through of drug

manufacturer rebates / discounts related to utilization, outside of bona fide

service fees paid by PBM customers in the ERISA commercial market, starting

30 months post-enactment. While negative on its face, we suspect PBMs

would respond by charging higher bona fide service fees and/or premiums, as

assumed in prior CBO analysis, thereby potentially limiting the hit to PBMs or

the savings advantage for enrollees from lower drug costs. This policy is on

top of the other previously discussed PBM reforms [see here] but does not

demand a ban on spread pricing in the commercial markets, which was part

of the Senate HELP Committee’s marked-up legislation.

Multi-Cancer Early Detection (MCED) [GRAL, EXAS, GH]: Allow – but not

require – Medicare to cover FDA-approved MCED screening tests starting in

2029, subject to criteria to be established under a National Coverage

Determination (NCD). Reimbursement would be capped at ~$500 from 2029-

2030, before being based on the commercial payment rates. Moreover,

eligibility for coverage starts with those aged 50-65 (~13% of beneficiaries),

with the top end increasing by one year annually. This implies that the

majority of Medicare patients would be ineligible for coverage until ~2037 [full
note].

Medicare Advantage (MA) [HUM, UNH, ALHC, CVS]: Does not include

statutory language that would have codified regulatory prior authorization

requirements or mandated speedier responses to prior authorization

requests to MA plans. This is a surprise, given the public clamor against

insurers’ usage of prior authorization denials and delays. However, the

spending bill does include a provision for greater transparency about

provider networks, which was expected

With the exception of the above, other healthcare policies largely mirror the

compromise discussed late last week regarding additional PBM reforms

(mandatory disclosures, Medicare Part D delinking of compensation from drug

price and Medicaid spread pricing ban), partial physician fee fix, Medicaid

disproportionate share hospital delay, telehealth, Medicare and Medicaid extenders, SUPPORT and PAHPA Act

reauthorizations, extension of the 2% Medicare provider sequestration and hospice cap indexing in the outyears, reduction

of the Medicare Improvement Fund, among others. The spending measure also seems to include a waiver of the
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statutory PAYGO scorecard, which would mean that the maximum 4% cut to Medicare provider reimbursements is averted,

as Congress has done in the past.

Still left on the cutting room floor from last week were: (1) the GOP’s desired savings offset from repealing CMS’s nursing

home minimum staffing rule, which we still think is likely be tapped by the incoming Congress in 2025, providing relief to

nursing homes and post-acute care REITs; and (2) the Democrats’ requested extension of the enhanced Obamacare

subsidies, which we continue to believe will be at least partially extended late next year.

Rather than allow the subsidies to expire, we believe Congress will tweak and refocus the payments toward lower-income

enrollees, which are the bulk of ACA enrollees, for the purchase of Obamacare plans, with the extension to last 1-2 years.

The below chart should provide investors with a cheat sheet of the myriad healthcare policies included in the legislation.
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Source: House of Representatives, Capitol Policy Partners
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DISCLOSURES AND DISCLAIMERS

Analyst Certification

The analyst, Capitol Policy Partners, primarily responsible for the preparation of this research report attests to the following: (1) that the views and opinions rendered in this research report reflect
his or her personal views about the subject companies or issuers; and (2) that no part of the research analyst’s compensation was, is, or will be directly related to the specific recommendations or

views in this research report.

Analyst Certifications and Independence of Research.

Each of the Capitol Policy Partners analysts whose names appear on the front page of this report hereby certify that all the views expressed in this Report accurately reflect our personal views

about any and all of the subject securities or issuers and that no part of our compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views of in this Report.
Capitol Policy Partners (the “Company”) is an independent equity research provider. The Company is not a member of the FINRA or the SIPC and is not a registered broker dealer or investment
adviser. Capitol Policy Partners has no other regulated or unregulated business activities which conflict with its provision of independent research.

Limitation Of Research And Information.

This Report has been prepared for distribution to only qualified institutional or professional clients of Capitol Policy Partners. The contents of this Report represent the views, opinions, and

analyses of its authors. The information contained herein does not constitute financial, legal, tax or any other advice. All third-party data presented herein were obtained from publicly available
sources which are believed to be reliable; however, the Company makes no warranty, express or implied, concerning the accuracy or completeness of such information. In no event shall the
Company be responsible or liable for the correctness of, or update to, any such material or for any damage or lost opportunities resulting from use of this data. Nothing contained in this Report or

any distribution by the Company should be construed as any offer to sell, or any solicitation of an offer to buy, any security or investment. Any research or other material received should not be
construed as individualized investment advice. Investment decisions should be made as part of an overall portfolio strategy and you should consult with a professional financial advisor, legal and tax

advisor prior to making any investment decision. Capitol Policy Partners shall not be liable for any direct or indirect, incidental or consequential loss or damage (including loss of profits, revenue or
goodwill) arising from any investment decisions based on information or research obtained from Capitol Policy Partners.

Reproduction And Distribution Strictly Prohibited.

No user of this Report may reproduce, modify, copy, distribute, sell, resell, transmit, transfer, license, assign or publish the Report itself or any information contained therein. Notwithstanding the
foregoing, clients with access to working models are permitted to alter or modify the information contained therein, provided that it is solely for such client’s own use. This Report is not intended to

be available or distributed for any purpose that would be deemed unlawful or otherwise prohibited by any local, state, national or international laws or regulations or would otherwise subject the
Company to registration or regulation of any kind within such jurisdiction.

Copyrights, Trademarks, Intellectual Property.

Capitol Policy Partners, and any logos or marks included in this Report are proprietary materials. The use of such terms and logos and marks without the express written consent of Capitol Policy
Partners is strictly prohibited. The copyright in the pages or in the screens of the Report, and in the information and material therein, is proprietary material owned by Capitol Policy Partners unless

otherwise indicated. The unauthorized use of any material on this Report may violate numerous statutes, regulations and laws, including, but not limited to, copyright, trademark, trade secret or
patent laws.

5


