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; Sackler, Dr Richard
-; Gasdia, Russell b
Stewart, John H. (US

Sent: Sun 3/16/2008 10:41:52 PM
Subject: RE: Card program

Dr Kathe,

The pressures that | refer to are all the tools that payors use to save money. These can be prior
authorization, tablet limits, preferred copay for lower cost meds and more. The payors are in the
business of reducing the cost of healthcare and one of their targets is high priced meds.

When there were generic oxycodone ER's available those pressures were relaxed. Now that there are
no generics available Russ and his team are up against those pressures once again.

Best Regards,
Ed Mahony

Redacted

From: Sackler, Dr Kathe

Sent: Tuesday, March 11, 2008 12:17 AM

To: Mahony, Edward; Sackler, Dr Richard; Gasdia, Russell; Stewart, John H. (US)
Cc: sdb; Rosen, David; edm; Sackler, Jonathan; Sackler, Mortimer JR

Subject: Re: Card program

Ed,

Please identify which "pressures" you refer to in your email below and provide some quantification of
their negative impact on projected sales which you have built into your Proposed Budget for 2008 and
the developing new five year plan.

Thanks

Kathe

KA. Sackler. M.D........ Redacted |

Redacted _________________________________

'Redacted

----- Original Message -----

From: Mahony, Edward

To: Sackler, Dr Richard; Gasdia, Russell; Stewart, John H. (US)

Cc: sdb; Rosen, David; edm; Sackler, Dr Kathe; Sackler, Jonathan; Sackler, Mortimer JR
Sent: Sun Mar 09 13:59:12 2008

Subject: RE: Card program
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CONFIDEN

Dr Richard | understand that you have "reserved the right to challenge the sales forecast but a few
points:

The current patient savings card extended to the end of 2007 is in our revised budget.

The sales in our revised budget assumed that the patient savings card is extended.

In addition to higher rebates than OxyContin (reported separately by Russ) Opana also offers an
Instant Savings Card" program per a recent press release.

el

So ... as | see it the extended Purdue Patient Savings Card Program is part of the mix that enables
Purdue to counter the forces that would try to drive OxyContin scripts down in the face of competition
and payor pressures. The Purdue Patient Savings Card Program is one of the tools that we are relying
on to meet John's challenge, which was to keep OxyContin scripts at the same level as 2007 in spite of
all the pressures.

Ed

From: Sackler, Dr Richard

Sent: Saturday, March 08, 2008 9:17 PM

To: Gasdia, Russell; Stewart, John H. (US)

Cc: sdb; Rosen, David; edm; Sackler, Dr Kathe; Sackler, Jonathan; Sackler, Mortimer JR
Subject: RE: Card program

OK to defer the presentation, but | don't understand why you say "we know that it works." Just how do we
know that it works? In fact, | thought that the % of cards used was very small. So it may work in the
physician's mind, but does it work for the patients?

Ri.r:.harr:l.S.,.Sza.clsl.er.,.MJ’.!.,_....i

Redacted

From: Gasdia, Russell

Sent: Saturday, March 08, 2008 7:27 PM

To: Sackler, Dr Richard; Stewart, John H. (US)

Cc: sdb; Rosen, David; edm; Sackler, Dr Kathe; Sackler, Jonathan; Sackler, Mortimer JR
Subject: Re: Card program

Dr Richard

It is to early to know whether the McKesson program makes sense, would replace our program or
supplement it. We are gathering data, analyzing everything you lay out on you other email and hope to
be able to make a recommendation to the board. Until | am back in the office and follow up with
individuals responsible for this, | can not committ to how fast we can arrive at a recommendatioin. We
realize this is a priority and of significant importance.

| would suggest we do noy present the current card program Monday at board meeting. We know it works
and we do know we want some extension to aide patients transitioning from generic as well as gaining
new patients to OxyContin.

It is important to remember that copays alone are not the only issue impacting growth. We operate in a
very competitive market. Opana ER is gaining more favorable formulary status, they are adding three
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new strengths as well. Kadian is growing and continues to be heavily promoted. Both Endo and Alpharma
have sales forces larger than ours.

I am confident that our additional reps will have a positive impact, our new strengths will have a positive
impact and we will identify programs to increase the likelyhood of patients who are prescribed OxyContin
will fill the Rx and pay for the brand.

I need a few days to get data together and asses the McKesson program. It will not be done over the
weekend.

Russ

----- Original Message -----

From: Sackler, Dr Richard

To: Stewart, John H. (US); Gasdia, Russell

Cc: sdb; Rosen, David; edm; Sackler, Dr Kathe; Sackler, Dr Richard; Sackler, Jonathan; Sackler,
Mortimer JR

Sent: Sat Mar 08 17:12:45 2008

Subject: Card program

I would suggest that based upon Russ' description of the McKesson program that would replace the
existing program, we limit the presentation on this part of the agenda 1o the budget that you want to be in
principle be allocated to extending a program. This will shorten the presentation {0 a simple set of slides
showing budget and + Rx's above the existing provisional plan. Please give these Rx's on an adjusted or
KG basis. Ed and David Rosen can help here.

Please identify this as a means to reach for the increasing trajectory of Rx's and exceeding 2007 Rx
numbers on an adjusted basis (adjusted for strength and average number of tablets per Rx).

Please indicate your agreement or disagreement with this proposal.

Richard S. Sackler. M.D.

Redacted
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From: Stewart, John H. (US)

To: Sackler, Dr Richard; Boer, Peter; Lewent, Judy; Sackler Lefcourt, Ilene; Sackler, David A.; Sackler, Dr
Kathe; Sackler, Dr Mortimer; Sackler, Dr Raymond R; Sackler, Jonathan; Sackler, Mortimer JR; Sackler,
Theresa

Cc:- Gasdia, Russe!l;__Landau, Dr. Craig; Mahony, Edward
Sent: Wed Aug 12 17:29:28 2009

Subject: Re: Meetings Monday next

Richard

The Meeting is indeed set for Monday afternoon at 1330h. However, the OxyContin review is set for
Wednesday at 1000h - and it is just not possible {o advance the Oxy meeting to Monday.

John
Sent via BlackBerry

From: Sackler, Dr Richard

To: Boer, Peter; Lewent, Judy; Sackler Lefcourt, Ilene; Sackler, David A.; Sackler, Dr Kathe; Sackler, Dr
Mortimer; Sackler, Dr Raymond R; Sackler, Dr Richard; Sackler, Jonathan; Sackler, Mortimer JR; Sackler,
Theresa

cc: Stewart, John H. (US); R Gasdia, Russe!; G

Sent: Wed Aug 12 10:22:30 2009
Subject: Meetings Monday next

We are having two interesting meetings next week and I’'m sharing this with
Board members who are interested in attending. Both will inform the Board on
matters that will come to the Board in the coming weeks and months.

Scheduled now at 1330 is a meeting with [ to understand their
perception of value of the US rights for forodesine and the entire forodesine
program. | emphasize program because this includes many other possible
diseases beyond cancer. currently our rights are limited to neoplastic
diseases, but if we buy out all the rights, we and [|jjjjjffagree that we
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should get all compounds and all indications.-is interested in all the
diseases, both malignant and non-malignant. If we acquire WW rights and
then cleave the US rights (malignant only or malignant and non-malignant) to

, we will be in a very complex negotiation indeed. [One possibility is for
us to take more stock in as part of the compensation for granting the
license.]

<<Non-malignant uses of forodesine T-cell diseases.xls>>

The second meeting — and this meeting is next week but isn’t yet confirmed for
Monday morning — will be a presentation of all the efforts Sales and Marketing
is doing and planning to do to reverse the decline in OxyContin tablets market,
that is the oxycodone ER market. In addition, it will be a look at the update
sales for 2009 and a budget target for 2010. We now can say with some
assurance that OxyContin tablets will be the entire market when one takes
account of the settlement stocks, which will be 10 or 20% of the current trend
of the total marketplace. Thus the value to us of reversing the current declines
of 5-8% and converting them to a 5% growth is worth $ 2 B ($243M) in going
from -6.5% to +5.0%; before the decline began, we were growing closer to
10%/yr in the oxycodone ER market. Of no small matter is the profit
associated with the incremental sales which at 80% would be ~$200M!

If both meetings were on Monday, which Board members would attend??

| assume if they are not on the same day, then our attendance will be lighter.

John is doing his best to get the OxyContin tablets meeting on Monday
morning in advance of the -meeting, or late Monday afternoon after the
meeting.

Redacted
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Message

From: Sackler, Dr Richard (RN
.

Sent: 2/15/2011 4:05:59 PM
To: Gasdia, Russe!! [
Subject: Re: Week Ending 2/4/11 - Butrans Rxs

Attachments: image004.png

Thank vou.
Fhad hoped for bettor results. Bat it is only one week.

§§

Redacted

Date: Tue, 15 Feb 2011 10:12:15 -0500
To: "Dr. Richard S. Sackler"

Cc: John Stewart Mortimer Sackler [ '52ck'er. Dr Kathe"
Raymond Sackler "Sackler, Jonathan"
Judy Lewent

Ed Mahony "Landau, Dr. Craig"
I ]
= 2

Subject: Week Ending 2/4/11 - Butrans Rxs

Dr. Richard

As requested here is the most recent update on Butrans fixs:

@ january Rx forecast was 484 Rxs, we generated 997 Rxs
@ February forecast is 10,744 Rxs
w For the most recent week {wk ending 2/4/11 0- 2* full week of promotion), we had 1,274 Rxs for Butrans
® We are tracking well ahead of other product launches (See comparison to other extended-releass product
launches)
® Reports from the field continue to be very positive
Russ
6
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To: Gasdia, Russell

From: Sackler, Dr Richard

Sent: Wed 3/16/2011 9:49:16 AM

Subject: Re: Butrans Weekly Report for the week ending March 4, 2011

What else more we can do to energize the sales and grow at a faster rate?

Richard §. Sackler. MD

Redacted

From: "Gasdia, Russel” [

Date: Wed, 16 Mar 2011 09:06:54 -0400
To: "Dr. Richard S. Sackler"

Raymond Sackler

, Mortimer Sackler "Sackler, Jonathan"
, "Sackler, Dr Kathe" "F. Boer"
I |c' Lcvv<nt [ - internet

e RO
Cc: Ed Mahony

"Lundle pavid" [ ' - d-u, Dr. Craig”

— “Silbert, Richard W" — Robin Abrams
. 'strassburger, Philip" I |ohn Stewart
I G-t \Veinstein [N

Subject: Butrans Weekly Report for the week ending March 4, 2011

Colleagues

Attached please find the most recent weekly report for Butrans. This will be provided weekly

Note that we continue to track well ahead of other Class |1/l extended-release opioid
launches through the first seven weeks of promotion, when compared to their launch results.

Ill

We are providing a “Target Total” prescription line on the second graph in section 1 below.
This is not a weekly forecast per se. Instead, it is a trajectory that reflects what we need to
obtain to hit the 2011 Rx objective of 529k Rxs

We conducted a District Sales Manager meeting this week:

o Spirits are high, successes continue to come in, training appears to be effective and
confidence level is high.

8
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o The selling cycle is taking somewhat longer due to a “new” opioid in the eyes of many
physicians, “new” technology in a seven-day Transdermal system and we want to
ensure physicians identify the appropriate patient for their first prescription to ensure
success and that their managed care coverage, coupled with our Patient Savings
Program, will increase likelihood the patient will have an out-of-pocket co-pay level
that they will accept.

We are just starting to see refill prescriptions since we are coming to the end of the first six
full weeks of promotion and prescriptions are written for 30 day supply. As we see more
results in March, we are expecting an increase in refill prescriptions leading to an increased
growth rate for total prescriptions. Please note that if a patient is titrated from a Smeg/hr
Butrans to a 10mcg/hr Butrans that does not show as a refill, but we can track that as a
“continuing” patient.

The current trajectory of weekly prescriptions places us on target, in fact a little ahead, of the
2001 objective. However, it is early and the next two months should provide a clear trajectory
for us.

Let me know if you have questions

Russ

Weekly Prescriptions and Stocking Report for the Week
Ending March 4, 2011

*Please note:
Prescriptions are inclusive of retail, long term care, and mail service channels.
Stocking data reflects the week ending February 25th.
The store count and patches ordered data reflect all channels of trade.

The store count reflects the number of outlets that ordered products during the given
time period.

Wal-Mart, Target and Kroger data are not included in the stocking data.

1. Weekly Rx Snapshot for Week 6 of Butrans Launch

Overall, Butrans TRxs grew by 9.5% (or 263 Rxs) to 3,017 in the current week in comparison to
2,754 in the previous week. Share of overall LA opioids was basically unchanged from last
week,

9
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| Sackler,
Sackler,
- Boer,

Baker, Stuart
einstein, Bert . Abrams,
- Silbert, Richard W Strassburger,
Haddox, Dr. J. David
Stewart, John H. (US)
From: Gasdia, Russell
Sent: Wed 5/25/2011 7:36:57 AM
Subject: Butrans Weekly Report for the week ending May 13, 2011
Butrans Weekly Report 05-13-11.xlsm

Colleagues

While we experienced a small increase (29) from the previous week, based on total Rxs, we gained
market share and reached 1.07%, the highest level since launch. Also, we are seeing increases in
utilization of the 10mcg/hr and 20mcg/hr strengths.

The regional management team in here this week. A great deal of focus has been on Butrans and
what needs to be done to increase growth at a faster pace. The major areas of focus are:
e Improving physician “targeting” to ensure representatives are calling on the highest potential
physicians
e [ncreasing call frequency on a select “super core” of physicians. We are seeing a direct
correlation between call activity and results. The results indicate it is taking more calls than
expected to generate a first prescription (buprenorphine is “new” to many physicians, the 7-
day transdermal system is a “new” concept and identifying a patient who’s managed care
plan covers them are all contributing factors to a longer selling cycle)
e Improving selling skill effectiveness to:
o Improve specific patient focus on calls and effective positioning of Butrans for specific
patient types
o Improve identification of managed care access for patients within the physician’s
practice
o Improving “closing” skills to gain commitment to prescribe Butrans for appropriate
patients
The regional management team indicates that the biggest challenge thus far has been managed care
access. We knew that this would be a challenge at launch, but it has had a greater impact than
anticipated. Many physicians see a role for Butrans in elderly, yet we do not have formulary coverage
in Medicare D plans. They are currently developing their 2012 formularies and we have lined up
meetings with Medicare Part D providers to present Butrans with the objective of gaining formulary
support for 2012. We are starting to get good support via commercial managed care providers and
this should start to have a positive impact on prescription growth.

Finally, the regional management team has indicated that they are hearing about positive results with
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Butrans. When used in the appropriate patient, physicians are reporting good results. As a result, the
representatives remain positive and commitied to improving upon current results and remain
positive about Butrans.

There are some additional “leading indicators”, such as shipments from wholesalers to retail
pharmacies and Patient Savings Program, that are a week ahead of IMS prescription data. In both
cases, we see a nice increase which should lead to an improved increase with next weelk’s IMS
prescription data.

0 ‘
Weekly Prescriptions and Stocking Report for the Week
Ending May 13, 2011

*Please note:

s Prescriptions are inclusive of retail, long term care, and mail service channels.

Stocking data reflects the week ending May 6th.

The store count and patches ordered data reflect all channels of trade.

The store count reflects the number of outlets that ordered products during the given
time period.

Wal-Mart, Target and Kroger data are not included in the stocking data.

1. Weekly Rx Snapshot for Week 17 of Butrans Launch

e  Butrans total prescriptions grew by nearly 1% or 29 Rxs to 5,271 from 5,242 in the previous
week.

¢  The overall LAO market (495,000) declined by 7.2% from 534,000 Rxs last week. The Butrans
share of LAOs reached a new high — 1.07%. This is an increase from last week’s share of
0.98%.

Latest weekly Brans TRx volume 5,
Latest weekly Butrans NRx volume 4,707
Year to date TRxs 56,955
11
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From: Sackler, Dr Richard
Sent: Thursday, June 16, 2011 4:46 PM
To: Gasdia, Russell
Cc: JHS (US)
Subject: Re: Feedback from District Manager Advisory Council - FYI

Russ,

One more thing. Who have you chosen for me to go to the field with the week after
the budget meetings? Where are they? Can we conveniently do two reps each day
especially if I travel to get to the right place as I probably should do.

From: Richard Sackler | IINNNEGEGEGEGEGEEEEEEE
Date: Thu, 16 Jun 2011 16:44:58 -0400
To: "Gasdia, Russell" i INENEGGGEGEEEEEEEEEEEEEE
Cc: "JHS (US)"
Subject: RE: Feedback from District Manager Advisory Council - FY|

Nothing is quantitative. May all be true but insignificant. How have you tried to
quantify these elements?

What is missing or misleading in our message that causes physicians to think of
Duragesic? I thought that we were careful to make clear this is not for the most
severe pain patients.

1 Above suggests that we are calling on non-high potential prescribers. How can
our managers have allowed this to happen?

24 %25 R‘(&"ﬂ’#vﬂ/"

What is the evidence that calling on more physicians with higher frequency will
produce more sales? [ must say that I don't find this convincing as a major cause
of our underperformance. Isn't it the case that reps call more frequently on their
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best customers, so maybe the higher frequency is caused by higher use, not the
other way around. What about poor reps? Are they not calling on some docs with
high frequency who still are poor to zero users?

The notion that newer reps are poorer reps is believable, but a couple of scatter
plots would show this better. Chart 1 would have results from Jan through Mar
with tenure of reps on the x-axis and results on the y-axis. Then Apr (with May, if
available} would do it again. Not only would you be able to show the evidence of
the observation, but the magnitude of the discrepency would be evident, and some
reason to hope for progress moving forward would be show by comparing the two

graphs.

It is reassuring to know that the managers think that some corrective programs will
be productive, but more telling would be the reasons that managers disagreed, or
thought that other actions would be more productive. If you had no disagreements
with the course of action or no alternative courses proposed, then say that. But
this would be disappointing.

MILTHic U OaGRNITI

gffice
Redacted | irrone

UT Locus

From: Gasdia, Russell
Sent: Thursday, June 16, 2011 9:24 AM
To: Sackler, Dr Richard
Cc: Stewart, John H. (US)
Subject: Feedback from District Manager Advisory Councit - FYI

Dr Richard

I received the message that you weren’t able to join us for the District Manager Advisory Council
luncheon yesterday.

'm providing a top-line overview of the feedback received on the Butrans launch results from this
group of DMs:

e The primary issue facing the physicians right now is patient access through managed care
plans.

o This is consistent with recent market research conducted at the American Academy of
Pain Management conference (John forwarded you a presentation on this research
for your review)

o Representatives are improving their ability to focus the physicians on managed care
plans where Butrans is available and we are also increasing our messaging on the
Patient Savings Program to reduce the patient’s out-of-pocket costs until we can
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achieve improved formulary status for Butrans.
@ Thegmar@/@gers all indicate:d/thgt groperypaﬁt}enf sele;tio/n iskey.

o The Butrans doses available are not considered to be “equianalgesic” to the available
doses of Duragesic. Therefore, a patient who requires Duragesic has pain that is
“beyond” Butrans and if they convert a patientfrom Duragesic to Butrans thereis a
risk on “failure” on Butrans. This has occurred in some areas, but the representatives
are improving in their ability to focus the physicians on more appropriate patients
(low dose Vicodin , Percocet, or tramadol, as well as opioid naive who now reqguire an
opioid analgesic)

: v o / - 7

e

e i

= . ‘ -~ ’ .
e 20 f

e Asyou know we expanded by 125 new territories during the 4™ quarter 2010. With additional
expansion at the management level, we actuzlly hired approximately 147 new
representatives into the Sales Force between October 2010 and March 2011,

o The managers all see that the newer representatives are not having the same level of
impact as our vgteran repr

,

ecive at

sf!é?x?é

2 All the manager’s were confident that with our training focus for these new
representatives we will see improvement. They also felt that as we progress
into the second half of2011 they will increase effectiveness as they build
more relationships withtheir physicians.

e We have some representatives who are underperforming and the managers all indicated the
value of a program we initiated called the “Performance Enhancement Plan”,

o Thisis designed to focus the manager’s efforts on representatives who are not
performing to x/Eef:Eat/ion/s. itis n/j)//t pr/qbati{gn. Ipstegd E/t is/c/i/e/s/ig{/n/ed to i?‘?f/o“{i )
pertormare: fore & representative is performing so poorly they need to be placed

Y

o The program focuses on selling skills, call activity focus, product knowledge and any
other areas that require improvement. It also requires the manager to devote more
time to the representative, beyond the normal field contact rotation.

= All managers reported successes with this program. All had examples of
representatives placed onto this program who have demonstrated significant
improvement.

e The positioning and messaging is effective. However, all the managers felt we need to
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continue to train the representatives on how to more effectively deliver the messages and
reinforce appropriate positioning for Butrans.
o They all felt that the workshops we've developed for the June two-day district
meetings are on target and will help to elevate the skills of the representatives in
regards to effective messaging around Butrans.

Overall, the managers reported that they hear from physicians that Butrans is an effective
product, as long as it was prescribed for the appropriate patient and those who have access
through their managed care plan. They also indicated that they feel the second half of the
year should be strong, based on what they see in the field and how call activity relates to
results. They also feel the newer representatives will increase effectiveness as we get further
into 2011,

Ul provide more lead time to you and John prior to our nextfeedback session. We will most
likely conduct the next one via a phone conference and you are more than welcome to join
us.

Russ

15
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From: Sackler, Dr Richard
Sent: Wednesday, December 31, 2014 11:35 PM
To: Motahari, Saeed; Timney, Mark; Paulo Ferraz ATT Costa

16
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Subject: Re: Price

And a Happy New Year for you.

From: <Motahari>, Saeed Motahari —

Date: Wednesday, December 31, 2014 at 4:15 PM

To: dr (I ey, Viark" [ - . o
Ferraz ATT Costa GG

Subject: RE: Price

Dr. Richard,

As Mark indicated, he and | evaluated this a number of times and fundamentally agree
with you that there are opportunities to optimize price for the entire portfolio (not only
OxyContin) and hence our recommendations for the 2015 budget. We spent a lot of
time looking at the pricing strategy for the entire portfolio, particularly as we gear up to
launch Hysingla. Generally, payers’ feedback was that they want a similar price to
OxyContin, but an equal analgesic pricing schedule would have limited the potential for
Hysingla based on dose strengths and projected daily cost. Our recommendation was to
use a sliding scale. | am happy to take you through the pricing strategy, and could |
suggest that we meet in person the week of Jan 5"? There are a lot factors involved here
in terms of competition, patient OOP and positioning of brands which require more in-
depth discussion. You will see that what we are doing in 2015 will optimize the price not
only for OxyContin but the entire portfolio.

Pls also note two other factors:

e  Purdue has been somewhat conservative on price vs our direct competitors and
also pricing actions taken by the broader industry,

e  We have price protection in place across many commercial plans for OxyContin
which limits the incremental value of price increases above 6 %. However, there
are still some opportunities which | will outline for you.

Thanks and have a very happy New Year.
Saeed

From: Sackler, Dr Richard
Sent: Wednesday, December 31, 2014 12:10 PM
To: Timney, Mark; Motahari, Saeed; Paulo Ferraz ATT Costa
Subject: Price

Confidential

Dear Mark and Saeed,

Now that we have settled all the outstanding patent challenges
(with more to come, no doubt), | would like to explore very
confidentially with you, Paolo and Saeed our longer range price
plan for OxyContin tablets. | have a notion that we could do
ourselves a world of good by considering a plan for more
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aggressive pricing increases, but | don’t have the basic facts at my
disposal.

Would you and Saeed discuss this with me on the 2nd if possible to
agree on the information that you have that | should be appraised
of so that we can later have a much more fulsome discussion?
Best wishes for a great New Year’s eve on the heels of a robust
yedrs. | would like this year past, 2014, to be actually the year of
the turnaround, and | believe it will be so.

Very truly yours,

Richard

Richard Sackler, MD

Redacted

Redacted

<November 2014 - Monthly ERO Topline.pptx>
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CONFIDENTIAL

Purdue US

Sales and Budget Update

PURDUE ™ June 2013

19
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Agenda:
Opening Remarks John Stewart
Sales Update Russ Gasdia
David Rosen
Budget Update Edward Mahony

2
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| Net Sales are forecasted to end 2013 $303.1 million and $93.7
million below budget and prior year, respectively. Details and
corrective actions follow:
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OxyContin® Sales Update

22 4
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Year to date April sales were below budget by $162 million:

m $61 million attributed to lower demand

a $21 million due to lower numbers of tablets per prescription than
assumed in budget

a $11 million due to lower overall prescription volume than budgeted

a $25 million due to higher strengths prescriptions declining more
rapidly than lower strength prescriptions

» $101 million attributed to trade inventory
changes

23 S
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Reconciliation of OxyContin sales from Budget to Forecast
Yearto Date April Full Year Forecastvs. Budget
$ millions % $ millions %
Budget $961 100% $2,916 100%
Number of Tablets per prescription (%21} (2. 2%) ($79) {2 9%}
lower than Budget
Lower total prescriptions than ($11) (1.2%) (51103 (3.4%)
Budget
Impact of mix and in particuiar ($25) {2 5%) ($79) {2 8%
lower sales of higher strengths
Cther {84} {0.5%) $0 {0.1%%}
Sub-total demand ($61) (6.4%) ($268) | (1) {9.2%)
Impact of Trade Inventory ($101) (10.5%) $95) 3.3%)
Caontraction
Total Variance to Budget ($162) (16.9%) 363 (12.4%)
Actual / 2013 Forecast $799 83.1% $2,553 87.6%
(1} Includes the estimated demand impact of $65 million of losing formulary coverage on the United Healthcare AARP 6
Medicare Advantage Prescription Drug program effective January 15t 2013,
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January there was a reduction i > number of tablets
In January there was a reduction in the number of tablets
per prescription, which we project will continue.
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vt .. _ - . . . .
I'he decline in tablets per prescription is also impacting major
competitors.
Jan 12 - Feb 13 | Avg Tab Per Rx | Avg Tab Per Rx
Product Tab Per Rx Trend | Jan - Feb 2012 | Jan - Feb 2013 | Difference

OxyContin [LIETTTITTYY e 69.4 £6.8 -2.6
Generic 2x per day morphine L[ FTTT T 69.4 68.1 -1.2
Kadian + generics wllll e nw o Hoa 59.1 58.9 -0.2
Avinza T e e 44.2 4.4 0.2

Opana ER + generics [ L] [T " 67.3 65.1 2.2
Methadone L[ TTT T T T 148.6 143.0 -5.7
Exalgo TLLLLITT . 46.0 43.5 2.6

ERO Market (oral solids) T 1 e 86.0 82.5 -3.4

Jan 12 - Feb 13 | Avg Tab Per Rx | Avg Tab Per Rx
Product Tab Per Rx Trend | Jan - Feb 2012 | Jan - Feb 2013 | Difference
IR oxycodone L L —— 106.3 101.4 -4.8
oxycodone combos [ Ty p—— w 1 s 63.4 63.7 0.3
hydrocodone combos | o e wo [ 8 57.0 58,3 1.3
8
IMS NPA
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10mg
15mg
20mg
30mg
40mg
60mg
80mg
Total*

The decline in tablets per prescription is projected to reduce
2013 gross sales by $78.8 million vs. budget.

Tablets per Prescription
Full Year

Variance Budget versus Forecast

YTD April Budget Forecast | Tablets % Millions %
50.7 53.6 502 -34 -6.3% | $ (89) -6.3%
57.4 50.2 565 -2.6 -4.5% (1.7) -4.5%
63.3 65.3 630 -23 -3.5% (13.5) -3.4%
64.4 66.1 638 -22 -3.4% (7.7) -3.2%
73.5 755 729 -26 -3.5% (20.5) -3.4%
72.4 73.3 7171 -16 -2.2% (7.8) -2.0%
90.1 91.6 897 18 -2.0% |_(186) -1.8%
66.6 69.0 66.1 2.9 -4.2% | $(78.8) -2.8%

*Tablets per prescriptiontotal is a weighted average.
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Causes of the decline in tablets per prescription are being
researched to quantify impact and identify corrective actions.

Potential increased and more aggressive enforcement of quantity limits by
managed care organizations.

= Potential impact of PROP’s messaging and other factors discouraging use of
opioids.

s Medicare Part D opioid drug utilization review program for 120mg morphine
equivalent prescriptions.

= Increased DEA/law enforcement scrutiny of physicians, pharmacies and
wholesalers.

s Impact of Walgreens pharmacists calls to physicians to verify C2 prescription
details.

10
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Year to date prescriptions are 1.2% behind budget. By the end of the
year prescriptions are forecast to be 3.9% behind budget. At the
budgeted average value per prescription, this is projected to result in a
$110 million shortfall from budget.

Year to Date April 2013 Full Year
Varance
2011 2012 2013 2013 Budyet vs
Actual  Budget Vanance Attual  Actual  Budget  Forecast Forecast
Prescriptions 1978204 2001 958 (23 664)] 16481874 6997 937 6037235 5804 624 {232611)
-1 2%) -3 9%
Budget price per prescription $468.70 5472 88
Variance Due to Lower prescriptions $(11.001 451} Note 1

(1} Includes the estimated demand impact of $65 millior of losing formulary coverage on the United Healthcare AARP
Medicare Advantage Prescription Drug program effective January 1512013, 11
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Prescriptions of the higher strengths are declining most rapidly. This is
changing the mix of prescriptions by strength, and is projected to result
in an additional $79 million shortfall from budget.

2013 Budget
160,000 @ Fordbas
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Potential Causes of the decline in prescriptions ---
especially the higher strengths

» Direct switches from other products to the 80mg strength (in particular)
are declining (6 months ended Feb 2013 versus previous 6 months
showed a decline of 30.8%).

n Titration up to higher strengths, especially to the 40mg and 80mg
strengthsis declining.

» Potential causes which are being researched:
o State and Medicare mg equivalent limits
a  Increased coinsurance/higher deductibles for employees
a Increased DEA/law enforcement scrutiny of physicians, pharmacies and wholesalers
Q

OxyContin primary sales calls below budget. This is likely impacting prescriptions,
because calls have a positive impact. For example,

»  Thelossin higher strengths in called on physicians is 33% lower than those not called on.
s High dose prescribing grew in physicians we began calling over the last year.

13
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|Planned Analyses

n Potential impact of reducing number of calls/quarter on highest
prescribing physicians, and initiation calls on physicians not currently
reached.

= Analysis to determine what physician characteristics are associated
with lower tabs/prescription and lower strength prescriptions.

» Health Plan analysis to determine the extent to which individual plans
are driving changes in number of tablets/prescription, lower
prescriptions, strength mix.

» Impact of generic Opana ER

s How lack of patient access to pain medications impacts healthcare
costs. Forexample, reports of an increase in ER visits.

14
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| Planned Actions

Ensure the sales force delivers the budget number of primary OxyContin
sales calls.

Implement Marketing Initiatives

3 “Individualize the Dose” campaign

a Titration — via iPad case studies

o Reiterate patient savings programs/managed care formulary messaging
Continue publishing information on the impact of the abuse deterrent
formulation.

Actions will be implemented where analyses indicate.

15

33

CONFIDENTIAL TREATMENT REQUESTED
NOT FOR CIRCULATION/COMMITTEE MEMBERS AND STAFF ONLY

15

PURDUE-COR-00014924



| Trade Inventory contraction in 2013 is now estimated at
$131 million versus budgeted contraction of $36 million

s We estimate that wholesaler inventory will return to 28 days by the end
of 2013. The resultis a reduction from $296 million at end of 2012 to
$250 million at end of 2013 (inventory at the end of April was $246
million).

» Pharmacy inventory is expected to reduce from $239 million (31 days)
at the end of 2012 to $154 million (20 days) at the end of 2013.
Inventory at end of April 2013 was $192 million. Reductions are due to:

a  CVS and Walgreens have made public announcements targeting inventory
reductions.

o Walgreens switch to ABC to improve store service levels. As a result, Walgreens
closed their Perrysburg distribution center. ABC is moving Walgreens pharmacies
from a 3 times to a 6 times a week delivery schedule.

o Like Walgreens other chains are increasing their reliance on wholesaler just in time
deliveries to reduce carrying costs.

a Fewer stores are purchasing / stocking OxyContin -~ in 2011, 2012 and YTD 2013 -
28,817, 24,744 and 22,823 stores, respectively, purchased OxyContin.

a  Consultants have reported other clients having similar levels of inventory contraction.

16
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Message

From: stewart, John H. (us) (NG

Sent: 7/7/2013 11:06:43 AM

To: sackler, Mortimer D.A. [N
]

cc: Boer, Peter GG

- <\ ent, Judy
I Fickett, Cecil (NG
. Costa, Paulo

Sackler, Beverly [ INNENEGEGNEGING

- e
s
Sackler, Dr Kathe [
I S ckler, Dame Theresa
I - ckler, Dr Raymond R [N
N S ccller, Dr Richard

Sackler, Jonathan
L; Sackler Lefcourt, llene

e
snyderman, Ralph [IENNENEGIEGEIEINEINIIE
(N ke, Stuart D.

-I Gasdia, Russe! [N ' 2hony, £dward I

.
Rosen, David (Sales and Marketing) _

e, -5 (US)
I

BCC: Stewart, John H. (US) NN

Subject: June Flash Report - McKinsey OxyContin Project

Attachments: 20130707104023657.pdf

Mortimer

McKinsey is performing an independent, detailed analysis of the of the factors that are affecting/driving OxyContin's
current sales/prescription performance — including such factors as the performance of the overall market, OxyContin
positioning and messaging, prescriber segmentation and targeting, salesforce execution, MCO coverage of Oxy and its
impacts, medical/scientific support, S&P spend levels and characteristics of new to brand patients. | have attached a
copy of a document that describes the workplan in greater detail.

McKinsey was selected on the basis of the guality of the work they have already do for us with respect to OxyContin,
and also because of their great familiarity with us, the product and the issues it is facing — as well as the positive factors
such as the abuse-deterrent properties and findings of the epidemiologic studies. As a resuit, they were able to begin
the analytics substantially earlier - and we are very interested in receiving a report in time to take action to positively
influence 2013 performance of the product.

The cost for the project is S850,000.00, and there is 3 potential to add a second phase in which McKinsey would work
arise out of the current project. The cost of Phase 2, should we proceed, would be approximately 51 million .

john
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From: Sackler, Mortimer D.A.

Sent: Saturday, July 06, 2013 11:14 PM

To: Mahony, Edward

Cc: Boer, Peter; Lewent, Judy; Pickett, Cecil; Costa, Paulo; Sackler, Beverly; Sackler, David; Sackler, Dr Kathe; Sackler,
Dame Theresa; Sackler, Dr Raymond R; Sackler, Dr Richard; Sackler, Jonathan; Sackler Lefcourt, Ilene; Snyderman,
Ralph; Baker, Stuart D.; Stewart, John H. (US)

Subject: Re: June Flash Report

Ed,

How much is the McKinsey work costing and how were they selected vs say Bain? What are they specifically doing for
us?

Regards,

Mortimer

On Jul 5, 2013, at 3:12 PM, "Mahony, Edward" || N ot

Colleagues,

The following is a flash financial report. This report focuses on sales, cash and material
financial developments, if any. The report focuses on variances to the 2013 Mid-Year
Forecast presented in June which projected a reduction in net sales from budget of $303.1
million, as a result in lower forecasted sales for OxyContin and Intermezzo.

Full financial statement for June will be published next week.
NET SALES

Net Sales for the six months ending June were $981.2 million --- $83.6 million lower than the
same period last year and $52.0 million or 4.3% under the mid-year forecast. The reason for
the under mid-year forecast sales performance is temporary fluctuations in trade stocking,
discussed below. The underlying demand is tracking at or very close to the mid-year forecast.

OxyContin

OxyContin net sales for the six months ending June total $878.9 million --- $42.1 million below
the mid-year forecast and $96.4 million lower than the same period last year. The variance
vs. mid-year forecast is due to:

a. OxyContin demand — as reported by IMS -- is running in line with the mid-year forecast.

b. OxyContin trade inventory is running $40.9 million below the mid-year forecast. At the
end of June, trade inventory was low — 1.6 months for wholesalers and pharmacy

combined. Trade inventories should be back closer to 1.8 months when orders in house at the
end of June were shipped earlier this week (net sales value $32 million).
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Other influences of future demand:

a. The 2013 budget assumed that the analgesic sales force would have OxyContin as the
primary focus in 50% of all calls up from 30% at the end of 2012. That would have resulted in
181 thousand primary OxyContin sales calls in the first 6 months of 2013. Due to vacancies
and a slower than expected implementation of this change, OxyContin was the primary focus
in about 117 thousand sales calls through the end of June, 64% of target. Q3 target lists have
been issued to the field force and OxyContin primary sales calls are increasing to 44% of all
calls --- approaching the 50% target when secondary calls are added at % the value of a
primary.

b. McKinsey has been engaged to work with Sales & Marketing to identify opportunities to
improve performance of OxyContin. A preliminary report of this work will be made at the July
25" Board meeting.

Butrans

Butrans net sales for the six months ending June were $51.1million --- $8.0 million below the
mid-year forecast and $10.5 million above the same period last year. The net sales miss is
driven by contraction in trade inventory and prescriptions running slightly below the mid-year
forecast. The mid-year forecast assumes full year Butrans net sales of $127 million, the same
as budget. The analgesic sales force made 213 thousand primary Butrans sales calls through
the end of June vs. budget of 182 thousand calls, or 117% of target.

intermezzo

The mid-year forecast assumes full year Intermezzo net sales of $10.6 million versus budget of
S44 million. Prescriptions as reported by IMS are in line with forecast.

Cash and Short Term Investments

At the end of June, unrestricted cash and short term investments totaled $839 million ---
which is $15 million higher than forecast. This temporary higher-than-forecast cash balance is
due to timing of payments. Actual cash payments during the month included Board approved
payments related to Redacted the Better Medicine Awards
(9.1 million).

Material Financial Event in the Month
None noted.

Best Regards,
Ed
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Message

From: Baker, Stuart D. [
Sent: 8/21/2013 12:03:18 PM

To: Sackler, Dr Raymond R

Sackler, Beverly

Sackler, Dame Theresa _ Sackler Lefcourt, llene

IR .\, O Kathe
|

Sackler, Jonathan [N
N, s ccler Hunt, Samantha
I, - cer, Mortimer D.A. [
1 Sockler, David A.
I c o<, Peter
I, C o, Peter
Lewent, Judy [ - <<, c--i|
N, C 2, Paulo
Snyderman, Raloh [
cc: Sackler, Dr Richard [ NG
.
'Christopher.Mitche! | [ | RGN N -oncalli, Anthony

Subject: McKinsey Report Regarding Purdue Pharma L.P.
Attachments: 20130808 Addendum to Board Memo v14.docx

Dear All:

Dr. Richard has arranged a face to face meeting with McKinsey on Friday, August 23, 2013 commencing at
2:00pm to discuss the McKinsey report. This report was included in the Board book for the Thursday, August
18, 2013 meeting. For ease of reference, a copy is attached hereto. Any Directors who would like {o attend
the mesting can do so. If you would like to attend telephonically, the following are the call in details:

U.S. Participants: Redacted

international Participants: | Redacted i

Stuart

This e-mail, and any attachments thereto, is intended only for use by the addressee(s) named herein and may contain legally privileged and/or confidential
information. If you are not the intended recipient of this e-mail, you are hereby notified that any dissemination, distribution or copying of this e-mail, and any
attachments thereto, is strictly prohibited. If you have received this e-mail in error, please notify me by replying to this message and permanently delete the original
and any copy of this e-mail and any printout thereof.

For additional information about Chadbourne & Parke LLP and Chadbourne & Parke (London) LLP, including a list of attorneys, please see our website at
hitp:/Amww.chadbourne.com
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CONFIDENTIAL

Memorandum to

John Stewart
Russ Gasdia

From
McKinsey & Company

August 8th, 2013

|dentifying granular growth opportunities for
OxyContin: Addendum to July 18th and
August 5th updates

This addendum highlights two additional findings since our July 18" and August 5" updates and
specific actions we believe Purdue should take to begin to increase sales.

1. Prescriber Targeting

Our refined analyses confirm significant opportunity to improve sales through better targeting.
We believe the upside is >$100 million in annual sales.

Today Purdue spends as much effort detailing the lesser value prescribers (decile 0-4) as it does
on the higher value prescribers (decile 5-10). To put this in perspective, the average prescriber
in decile 5-10 writes 25 times as many OxyContin scripts as a prescriber in decile 0-4. In Q1
2013 the majority (52%) of OxyContin primary calls were made to decile 0-4 prescribers.
Including the secondary calls, 57% of the primary detail equivalents (PDEs) were made to decile
0-4 prescribers. Best practice in the industry is over 80% of effort on higher value prescribers.
(Exhibit 1)

[ PAGE \* MERGEFORMAT ]
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Exhibit 1: OxyContin calls by market decile

Primary details

Secondary details (PDE equiv)?

Number of OxyContin calls by market decile?, annualized based on Q1 2013

Total P1s: 181K
Total PDEs: 347K

High writers

Market decile

Low writers

52% of OxyContin primary calls
(95K) and 57% of primary detail
equivalents are made to low-
market decile prescribers (0-4)

Given that there are ~14,000
uncalled physicians in deciles 5-
10, there is significant
opportunity to shift calls to higher
potential prescribers

Reasons for low-decile calls
include:

— Lack of access to higher-
deciles

—  Geographic territory definition

- Lack of rep call list adherence

1 PDEs calculatedas 1.0 x P1 calls + 0.5 x P2 calis
2 Market decile based on ER-IR market basket as defined by ZS Associates

SHURCEIMS: Radueieall dats

McKinsey 8 Company | 0

181583 el GG £30T/AB PEUIPOI 152

AL prepuelg L

el pIEpLURIS Wielse Wy £7 £ £ CZ/1/B Pallict

Furthermore, 75% of the decline in OxyContin sales comes from prescribers that Purdue 1s not
calling upon. Two thirds of this decline is from prescribers in deciles 5-10. (Exhibit 2) In
addition, the field sales force primary OxyContin calls are running at 65% of goal.
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Exhibit 2: OxyContin TRx change at different levels of call activity

Absolute Year over Year change in OxyContin TRx! by number of PDEs

! -127,000
0 0-4 4-8 8-12 12-16 16-24 24+  OVERALL
# OxyContin PDEs from April 2012-Mar 20132
% decline in
prescriber 0% =B A% 0% 0% 3% B%
segment
# prescribers | 343K 43K 16K 8K Al 3K 1K 417K

1 TRx change measured in absolute terms between 6 months ending in March 2012 and 6 months ending in March 2013
2 PDE (primary detail equivalent) calculated using 1.0 weight for a P1 and 0.5 fora P2

SOURCEEIMEEDUNIa call diate

75% of the decline of { ;

OxyContin is
concentrated in
prescribers that

Purdue does not call {

The impact of calls is
particularly strong in
high-deciles; two-
thirds of the 96K
decline among
uncalled physicians
occurs in deciles 5-
10

Analysis also shows
call sensitivity
throughout range of
PDEs

This suggests that
increased call activity
may have a substantial
impact on slowing the
decline of OxyContin

Mekinsey & Company | 1
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Collectively these findings show significant opportunity to improve targeting and also
emphasize the upside from improvement as OxyContin’s responsiveness to calls appears

significant.

2. Retail access

Access to OxyContin for some patients has become quite challenging in specific local markets.
This is due to a combination of factors including: regulations, DEA initiatives, PROP,

wholesaler initiatives and local pharmacist perceptions.

There 1s direct evidence of this reduced access through patient calls to Purdue’s Medical
Information line which have recorded a 300% increase in instances of patients reporting
difficulty filling opioid prescriptions, often needing to travel to multiple pharmacies in an

attempt to fill their prescription.

There are reports of wholesalers stopping shipments entirely to an increasing number of
pharmacies, causing temporary supply disruptions. Although, it appears that pharmacies are

able to secure alternative distributors.
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Many wholesalers are also imposing hard quantity limits on orders based on prior purchase
levels. This restricts access for new and existing patients, especially in situations when an
access challenge arises in a local pharmacy, the wholesaler quantity limits restrict the ability of
other local pharmacies to pick up the displaced patients.

While the wholesaler issues are quite visible and real, we believe the daily decisions being made
at local pharmacies, while less publicly visible, are in fact creating far greater access issues.

Walgreens, in particular, 1s having material impact on patients. In April, Walgreens rolled out
national opioid dispensing guidelines. These guidelines are quite extensive and include ‘flags’
for new patients and dose limits which can clearly impact appropriate patient access. (Exhibit 3)

Exhibit 3: Guidelines established by major pharmacy chains for opioid

dispensing
Pharmacy chains ancimplemanting viidalines for L morenver shanmpcicls nanont increncer Work
which potlenic can Gl opicld preccriniiong ceasing and hansle ascoriatod with Blling sninid
phgrmacists’ risk of Blling onioid srecrdplions. prescrintions
= Government ID = “We kind of discourage [the opicid business)... it’s
- * No previous failed attempt to fill the more heada_ches than it’s wo_rkh for the low o
m‘;ﬁ:zgs prescription at another pharmacy profits [and] if you give one patient one prescription
\ "Yt belonging to same chain [for an opioid], they bring their friends”— Clinical
teduirements i i
. = Clear Prescription Drug Monitoring coordinator at Publix (FL)
Program (PDMP) check, in states
__where available = “Stress load is high- they aren't insuring techs [and] & 2
it used to take 10-15 [minutes] to fill a prescription, §
= Has not previously filled a now it takes a lot longer... Pharmacy also not H
prescription for the same medicine providing enough support to fill these 3
and dosage at same pharmacy prescriptions... 86% of the time, they just refuse 2
*  Quantity is 120 units or more patients " — Clinical coordinator at Publix (FL)
adainiinal = Patient on medication for 6 months
fiags or more = “With budget cuts and staffing cuts — we don't have
= Lives far from the pharmacy time to handle everything. . it’s easier to turn
= Presoription not filled on time away patients... my personal turn away rate for
NN o0
= Paid through cash/ credit card rather oploids is about 5%’ — Former Pharmacy
) Manager at Walgreens (KY)
than insurance
SOURCE PUrdue: Phantiacy eypertitiondions Mekinsey & Comipany. |2

Separately, as part of their agreement with the DEA, Walgreens eliminated controlled
substances from their bonus calculations for pharmacists. Thus individual pharmacists
effectively lose money every time they accept the work of fulfilling an opiod prescription. Thus
there 1s a strong dis-incentive for pharmacists to dedicate the extra time needed to maintain
patient access to opiods, even independent of the chain’s national guidelines on opioid
dispensing.

[ PAGE \* MERGEFORMAT ]
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Deep examination of Purdue’s available pharmacy purchasing data shows that Walgreens has
reduced its units by 18% in just the last three months. In March — June, the Walgreens reduction
alone can account for 50-70% of the total OxyContin decline in units. (Exhibit 4)

Exhibit 4: OxyContin purchasing by pharmacy ¢

Monthly OxyContin purchasing by pharmacy chain
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We have examined multiple zip codes where Walgreens is a major supplier, and the other local
pharmacies have not seen offsetting increases in purchases — thus it appears that many of these
patients are either going untreated or being forced to find alternatives.

Further, the Walgreens data also shows a significant impact on higher OxyContin dosages.
Among Walgreen stores that stock OxyContin 20mg, in the last three months there has been a
21% reduction in the number of stores also purchasing the 80mg. It is also important to note
that Walgreen’s reduction in the 80mg far exceeds the national trend. Their share of national
purchases of the 80mg has fallen by nearly 20%. Thus Walgreens is not simply reflecting lower
demand, but apparently taking independent action to further reduce 80mg purchasing.

While Walgreens 1s currently having the most dramatic impact, there is reason to believe that
many of the chains either have implemented (e.g., CVS 1n 2012) or are considering similar
policies. Thus the pharmacy access issue 1s both urgent and broad.

The magnitude of today’s patient access issues underscores the need to: (1) take immediate
actions to address issues at pharmacies (e.g., ensure appropriate senior level dialogue with
Walgreens, increase patient advocacy efforts); and (2) accelerate exploration of potential
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innovative alternatives such as direct-to-patient mail order which was described in our prior
memo.

3. Specific actions to begin to increase Purdue’s sales!

When combined with prior findings, the scale of change required in Purdue’s sales force model
1s significant. Rather than addressing the pieces individually, we recommend you take actions to
“Turbocharge Purdue’s Sales Engine’ and optimize across all elements of the winning sales
model — from targeting to territories to incentive compensation.

The rationale to for addressing Purdue’s sales model holistically is strong. These findings
demonstrate the breadth of 1ssues and how they are inter-related. For example, despite the
significant value in improving Purdue’s targeting, the value cannot be captured unless the field
achieves a higher level of adherence to Purdue’s call plan.

While the behavioral and process changes described here are significant, and some incremental
investments may be required (e.g., additional reps, Sales analytics capabilities), overall the
financial investments are moderate relative to the upside sales potential.

Therefore, we recommend Purdue approve five actions immediately:

1. Create a senior leadership team to lead this effort (no more than three executives within and
outside sales) and task them to develop a detailed workplan within 30 days.

2. Establish a revenue growth goal (e.g., $150M incremental stretch goal by July 2014) and set
monthly progress reviews with CEO and Board.

3. Shift Purdue’s sales targeting from decile to workload (industry norm that more precisely
defines the value of physicians)

4. Re-balance field effort dramatically toward OxyContin by increasing field force activity
where needed and closely measuring changes in sales

5. Mandate field compliance with targets and align the incentive program to match OxyContin
prioritization

Our experience with other pharmaceutical companies suggests that such a comprehensive Sales
transformation program takes nine months, although positive impact will be seen within 2-3
months. It 1s critical that Purdue commits to addressing sales as an organizational journey, not
an event. Success requires not only the analytic answer, but even more importantly winning the
hearts and minds of the sales force and permanently changing how the company operates, from

1 Recommended actions to address “retail access” will be included in our final report
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HQ to the field. New capabilities will need to be learned and reinforced on a daily basis. The
organizational mindset, behavior and culture will all need to evolve along with journey.

Purdue should start work immediately. Additional analytics are needed (e.g., workload and
Champions need to be identified). As mentioned above, a detailed workplan needs to be
developed within 30 days. While this effort would be focused on OxyContin, the approach and
capabilities built would likely have positive spillover to Butrans and the rest of the portfolio.

While it 1s challenging to quantify the exact impact of such changes in a dynamic marketplace,
we are confident that the value at stake 1s significant — hundreds of millions, not tens of millions.
Analysis done during the prior sales force alignment and our own retrospective analysis both
showed over $200M of potential opportunity in a single year, even more in cumulative terms.
While this did not take into account the negative landscape drivers such as pharmacy access
challenges, it also did not consider the positive drivers such as the recent label change. The
substantial size of the opportunity is reassurance that the significant effort required will be well
rewarded.

Closing

We emphasized this ‘Sales Engine’ recommendation because we believe it 1s fundamental to
Purdue’s near term and longer term success. We strongly believe that a comprehensive
approach is the right answer. Success will require real commitment from Purdue leadership and
also significant effort from the organization. This program requires substantial capability
building at HQ and in the field. The program office described above will require support of an
internal cross-functional working group, likely with executive committee engagement, possibly
as co-chairs. Our experience is that these kinds of sales transformations are not easy and require
real work but the end result is quite rewarding, both for individuals and for the organization.

Our experience makes clear that one fundamental ‘must have’ for execution success 1s strong
leadership alignment upfront.

Therefore our recommendation is that Purdue makes a clear go-no go decision to “Turbocharge
the Sales Engine’.
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Message

From: Sackler Lefcourt, llene [ G

Sent: 10/28/2013 4:28:48 PM
To: sackler, Mortimer D.A. [ I
Subject: Re: Purdue 2014 Budget Proposal

Hi Mortimer, | don't understand why no Board member has responded to your strong, thoughtful objections to the
budget. What do you think?

On Oct 27, 2013, at 3:14 PM, "Sackler, Mortimer D.A." wrote:

I have to say in advance of the meeting that this budget is totally unacceptable to me. | don't know what others think
but to me this is a non-starter. In my opinion we would be better off laying everyone off and milking the business than
doing this! They even admit that the total growth in Butrans next year is driven entirely from the price increases! Then
why assign ANY S&P against it if they can't grow volumes?

Seems like the organization has just fully given up and is resigned to declining volume sales for all our products which
bodes really badly for our business and our pipeline (and | would again question the value of investing so heavily in an
R&D pipeline whose future is very questionable given the dramatic changes that have happened in the market). And
just this past week the FDA approved Zogenix's non-AD controlled release Hydrocodone which our group felt had no
chance of approval, which further calls into question our AD strategy and pipeline.

What is clear to me is two things:

1. We MUST cut costs even further than proposed here in this budget.
2. We need to spend time focusing on and discussing how we will reverse this trend and what the future truly holds for
our pipeline given the current realities of the market (both managed care and AD protections from generics).

Clearly bringing in our new CEO is key, but what can we do in the meantime? Do we really want to spend this week
debating a budget or should we focus on pushing for further cuts in spending and not agree a current top line budget
saying it is simply unacceptable at their proposed sales level. They must figure out how to do more with less and if they
can't, which seems to be the case, then they should say so and maybe they should retire as well. We are still spending
WAY too much money in areas where we are getting no return for it (btw, | see Dilauded is way behind budget, did we
ever look back to see if we made money on that acquisition or if it was a big loss?) and probably too little money in areas
where we could get a much better return. | am not convinced that our rebate/managed care strategy is benefiting us

sufficiently given the cost of it (and maybe we can't do any better) and it also is not clear to me from the proposals i Redacted:

Lots of questions, and very few answers that | have seen in the information so far.

Regards,

Mortimer

On Oct 23, 2013, at 7:05 PM, "Mahony, Edward" ||| G ot

Purdue 2014 Budget Proposal
Narrative
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Findings on market landscape & demand forecast PRELIMINARY

= A number of factors have contributed to the decline in OxyContin sales, including pharmacy access, DEA actions, negative
media/PROP, state legislation, managed care access, and sales force execution

= Despite an overall decline in OxyContin TRx, greater geographical granularity reveals variation in OxyContin
performance
— There is substantial variability in OxyContin TRx change by zip code
— There is also substantial variability in Oxycontin share of ERO market by state

* In the past year, about ~85% of OxyContin’s decline is in-line with the decline of the overall market (branded EROs),
with 15% attributable to loss of branded ERO market share

— Maintaining a constant share of the forecasted branded ERO market could be worth ~$3.4B of revenue over 4 year

=  OxyContin performance also differs significantly across specialties
— OxyContin TRx written by NPs and PAs are growing quickly, while PCPs are one of the fastest declining segments
— OxyContin has high share of ERO market among orthopedic specialists, surgeons, and rheumatologists
— There is some variability in NBRx share of TRx by specialt

— Pallative medicine, orthopedics, and emergency medicine experienced the largest decline in OxyContin tablets/TRx in
the last year

= OxyContin has a slightly lower share of the ERO market among younger prescribers, accounting for decile

QWL plepuels welses NV 61 LE ELOZ/CHE POIIPOW 1SE7

* Tablets/ Rx and strength are declining and a significant portion of the decline can be attributed to changing prescriber
behavior

— Tablet per prescription has fallen steadily over the past two years
— High dosage prescriptions are falling at a faster rate compared to low dosage tablets
— Tablets per prescription is declining in 47 states, even those with a TRx increase

— Ininterviews, prescribers report writing for fewer pills and lower strengths, and increasingly referring patients to
pain specialists due to increased time/ hassle of managing opioid patients (due to pharmacy issues, managed
care access and fear of legal consequences/ DEA)

S| plepuels ulsises Wd 62:2t £102/E1/6 Polulid
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Weak driver

OxyContin performance has been driven by a number of factors @ siongariver
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Despite an overall decline in OxyContin TRx, greater granularity
reveals pockets of growth
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There is substantial variability in OxyContin TRx change by zip code

TRx change by zip code, Apr 2011-Mar 2012 v. Apr 2012-Mar 2013

Percent
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' Number of zipcodes
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1 Zip codes with fewer than 60 Oxycontin TRx in both 2011 and 2012 were not considered, accounting for proximately 100,000 TRxin 2011 and 2012
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There is also substantial variability in Oxycontin share of ERO  [PRELIMINARY

market by state

States with highest & lowest OxyContin

. . '
Oxycontin share of ERO market by zip, 2012 share of ERO market, 2012
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OxyContin market share
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In states where OxyContin has low share of ERO market, generics have
higher share

2012 share of ERO market, highest and lowest share states

g
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OxyContin’s decline has been faster than decline of branded ERO
products
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OxyContin’s recent decline can largely be attributed to decline in branded
ERO market

g

OxyContin decline decomposition é
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SOURCE: IMS McKinsey & Company | 12
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While branded drugs overall lost share in the ERO market, oranded share of ERO
OxyContin also lost share to other branded products o Perlod of reformuiation
mntroauction an
Share of ERO branded market, by TRx OxyContin generics
A exiting market
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Maintaining a constant share of the forecasted branded ERO market would

~ - == [orecast @ constant share of
be worth ~$3.4B of revenue over 4 years rorecast @ constant

Purdue forecast!

Projected OxyContin TRx
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TRx Million CAGR

7 r -0.4% = 2012-17 external
forecast growth rates

6 — All Opioids: 1.8%
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4 6.25M cumulative . 0.4,

3 TRx over 4 years -8.5% ' :

worth ~$3.4B in — OxyContin: -8.5%
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1 Oxy? At what cost?

0
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SOURCE: Cowen and Company 'Therapeutic Categories Qutlook' report, October 2012, Purdue mid-year revised

forecast, Purdue mid-year update 2013 forecast; McKnsey analysis Mekisey & foneay I -
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NPs and PAs are growing quickly, while PCPs are one of the fastest

declining segments
OxyContin % TRx by prescriber specialty

100%= 1.4M TRx 1.3M TRx
100 100
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2011-13 TRx prescribers 2012 TRx/prescriber
CAGR (%) (% Purdue Reach) (2012)
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-10 92,724 (31%)
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= Nurse practitioner/assistant TRx growing at double-digit rates!
= PCPs are one of the fastest declining segments of the market
= Narrowly defined pain specialists account for <2% of TRx

1 NPs can prescribe controlied substances in 41 stdes
2 Does not include pain medicine as a subspeciality

SOURCE: IMS: NP Central; Team analysis
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OxyContin has high share of ERO market among PRELIMINARY

orthopedic specialists, surgeons, and rheumatologists 2011 B 2012
2012 OxyContinTRx' OxyContin’s share of ERO market by prescriber specialty

5
227 Orthopedic éi
79 Surgeons §
90 Rheumatology g
105 Oncology — Hematology §
272 All others %
27 Geriatric %
2,132 IM-FP-GP
1 Neurology %
39 Psychiatry §
141 Neurology ‘g
811 NRP-PHA %
38 Emergency medicine §
548 Physical medicine & rehab :
4 Pallative medicine
79 Pain medicine
735 Anesthesiology

1 E.g., total Rx written by that specialty, in thowsands

SOURCE: IMS McKinsey & Company | 16
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There is variability in NBRx share of TRx by specialty PRELIMINARY

OxyContin NBRx % of TRx by prescriber specialty Oct 2011 to Mar 2012
Percent - Oct 2012 to Mar 2013

Orthopedic

* Orthopedic and
Oncology-
Hematology, and
Surgeons have the
highest NBRx %
share of overall TRx

Oncology - Hematology
Surgeons

Emergency Medicine

AWl pIepuRlS WRIseT NY 6% L £102/EL/6 POIIPOI 1sB7

Neurology = NP/PA segment has
a very low NBRx %
Others of TRx

= Average NBRx
share of TRx across
all specialties was
9.4% in Q4 2012 —
Q1 2013, down from

Pain Medicine
Physical Medicine & Rehab

Anesthesiology

Sl plepuels waises Wd 62:2t £102/61/6 palulid

10.4% Q4 2011 —
IM-FP-GP Q1 2012
NRP-PHA
Rheumatology
SOURCE: IMS McKinsey & Company | 17
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Pallative medicine, orthopedic, and emergency medicine experienced the
largest decline in OxyContin tablets/TRx in the last year

% Change in Units/TRx by Specialty, 1TH 2012 vs 1H 2013

AWl pIepuRlS WRIseT NY 6% L £102/EL/6 POIIPOI 1sB7

-7
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SOURCE: IMS McKinsey & Company | 18
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OxyContin tends to have a lower share of ERO among younger
prescribers, even after controlling for decile

OxyContin share of ERO TRx Share among younger Prescribers 40 and under
o prescribers minus share among
° older prescribers _ Prescribers 41 and older

= |f OxyContin had
same share of ERO
among younger
prescribers as older
prescribers, this
would imply ~20k
incremental scripts
or $6.9mn in net
revenue

Il PIBpURIS WBISET NY 6% L £L02/EL/6 POIIPOI 1sB7

* However, bigger
challenge may be
that younger
prescribers with
different prescribing
habits will
eventually fill the
market

Sl pIepUE)S UIBISES Nd 62:21 £102/E1/6 PRlUld

Note:ERO decile and OxyContin share of ERO is based on Jan-Jun 2013 data. AMA and AOA profile information is not comprehensive and does not cover all HCPs who have prescribed
for ERO in the last 6 months.

SOURCE: IMS; AMA:; AOA: Purdue marketing team; Teamanalysis McKinsey & Company | 19
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Prescribers report writing for fewer pills and lower strengths,
and increasingly referring patients to pain specialists

Prescribers are writing for fewer pills and
lower strengths, and increasingly referring
patients to pain specialists...

= “l try to use more long-acting opioids (to
reduce pill count) and try to prescribe
fewer pills and lower strengths...
because it’s less to worry about... less
potential for addiction and diversion -
Primary care physician in Family Practice

= “[There’s] increased review of physician
practice. Many of my colleagues are
hesitant and prescribe less. | do too. |
just don’t want to take up with the task”
— Family Practitioner

= “Made decision about 9 months ago to
funnel patients to pain clinics for
patients taking medication for chronic use”-
Primary care physician in larger practice

... because managing opioid patients takes increasing amount
of time and resources due to pharmacy issues, managed care
access and fear of legal consequences/ DEA

= “| think [pushback from pharmacies] does
Pharmacy impact my prescribing behavior... | will think |
Issues don’t want to prescribe this because I'm going to
get pushback ... then | will prescribe something
that will get less push back... a different drug
and/or lower doses” — Primary care physician
in small group practice
= “Cost is a main driver of deciding what drug to
Managed prescribe to patients...Outpatients are still
care access largely driven by cost and tiers, which makes
prescribing generics and narcotics the
easier choice” — Primary care physician
= “There seems to be a growing trend of
Legal/ DEA referrals to pain specialists today- Doctors
concerns prescribe lower doses of narcotics, and even
pain specialists move away from opiates.
This is likely driven by increased media
attention, high abuse rates, and prescribers
fearing regulatory and legal complications” —
Medical Director of major pain center

AWl pIepuRlS WRIseT NY 6% L £102/EL/6 POIIPOI 1sB7
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Note: Full prescriber interview summaries are avaibble in the appendix

SOURCE: Prescriber interviews
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Tablet per prescription has fallen steadily over the past two years

Reformulation introduction and
OxyContin generics exiting market

OxyContin tablets/TRx and year-over-year change, 2011-2013"
tablets, percent
Y-0-Y
Tablets/TRx Change, %
73.5 0
73.0 0.2
72.5 0.4
72.0 0.6
715 08
-1.0
71.0 s
70.5 -1.4
70.0 1.6
69.5 1.8
- \/ N 20
0.5 %\\\ L N 55
0 2.4
Jan-11 Apr-11 Jul-11 Oct-11 Jan-12 Apr-12 Jul-12 Oct-12 Jan-13 Apr-13 Jul-13

1 Data from Jan 2011 to April 2013

SOURCE: IMS
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Tablets/Rx (LHS)
ffffffffff YOY Change (%, RHS)

= 2011 average
tablet/Rx was
72.92,71.5 for
2012,and 70.3
for 2013 (YTD)

* Year-over-year
decline was -
1.9% between
2011 and 2012,
while the
decline between
2012 and 2013
YTD is -1.6%

AWl pIepuRlS WRIseT NY 6% L £102/EL/6 POIIPOI 1sB7
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2 January to December calendar year, same applies for 2012 figure
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High dosage prescriptions are falling at a faster rate compared to low
dosage prescriptions

OxyContin TRx by dosage, 1H 2012 vs 1H 2013

&
] 1H 2012 :
" 80 mg and 40 g
2,800 mg o 2
prescriptions z
2,700 are declining 5
most rapidly :
2,600 15 mg and 30 g
mg :

__ 700 prescriptions
3 600 have the v
& highest rate of &
g 500 growth g
g Low dosages g
S 400 0% ~ / (10-30 mgs) &
E *~ oo |
218216 9
200 dosages (40- g
80 mgs) 2
100 declined at 3

10%
0
i0mg 15mg 20mg 30mg 40mg 60mg 80mg Total
OxyContin Dosages
SOURCE: IMS McKinsey & Company | 22
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Tablets with higher dosage are declining at a highe Reformulation introduction
and OxyContin generics

rate compared to low dosage tablets exiting market

Tablets prescribed, high versus low dosage, Jan 2011 — Jul 2013

Millions of tablets

Tablets (MM) - |_ow Dosage (10 to 30 mg)
20 - - High Dosage (40 to 80 mg)

19
18
17
16
15
14 .
13
12
11

aull plepuelg welse3 NV 6v:LE ELOZ/E L6 POHIPOW ISET

-9%

-20%

i
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2
1
0
Jan-11  Apr-11 Jul-11 Oct-11 Jan-12 Apr-12 Jul-12 Oct-12 Jan-13 Apr-13  Jul-13

SOURCE: IMS McKinsey & Company | 23
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Milligram per tablet has fallen steadily over the past two years, with rate of
deCIine remaining relatively ConStant in the paSt yeal’ Reformulation introduction and

OxyContin generics exiting market

mg/Tablet (RHS)

5
—————————— YOY Change (%, LHS) £
OxyContin Mg/Tablet and year-over-year change, 2011-2013" ange { ) ©
milligrams, percent 2
Y-0-Y :
mg/Tablet Change, % z
g g = Average o
40.0 0 2
mg/tablet was 5
39.5 0.2 39.0 for 20112, | £
-0.4 38.4 for 2012, s
39.0 06 and 38 for 2013 2
' (YTD)
38.5 -0.8 -
10 = Rate of decline :
38.0 : of average 2
A\ N -1.2 mg/tablet was - g
375 \ /N 14 1.6% between s
/ ] 2011 and 2012, z
370 - 1.6 and -1.1%
107 1.8 between 2012 :
Vo 2.0 and 2013 (YTD) 5
o5 22
0 2.4
Jan-11 Apr-11 Jul-11 Oct-11 Jan-12 Apr-12 Jul-12 Oct-12 Jan-13 Apr-13 Jul-13

1 Data from Jan 2011 to April 2013 2 January to December calendar year, same apples for 2012 figure
SOURCE: IMS McKinsey & Company | 24
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Tablets per prescription declined in 47 states, even those with a TRx

increase
Tablets (mn) TR Tablets/ TRx Tablets (mn) TRx Tablets/ TRx

State H12012 H12013 % change H1 2010 H12013 Ychange H1201) H12013 Ychange State H12012 H12013 % change H12012 H12013 % change H1201) H12013 % change s
FL 11.7 9.7 -17% 164,196 139,348 -15% 71.2 69.3 -3% LA 2.0 1.9 -5% 28,669 27,962 -2% 68.8 66.7 -3%';3
NV 1.6 1.3 -16% 20,779 17,896 -14% 775 75.3 -3% 1D 0.9 0.9 -5% 13,670 12,819 -6% 66.5 67.1 1%:?:
KY 2.8 2.4 -14% 42,523 37,013 -13% 66.1 65.1 -2% SD 0.6 0.5 -5% 8,395 8,263 -2% 66.9 64.3 -4%:3
RI 1.2 1.0 -14% 16,149 14,203 -12% 72.1 70.5 -2% MS 1.1 1.1 -5% 16,288 15,755 -3% 68.3 67.0 -2%
NM 1.5 13 -13% 20,278 18,291 -10% 72.3 69.6 -4% NH 1.5 14 -5% 23,275 22,277 -4% 63.7 63.2 -1% §
OH 8.5 7.4 -13% 120,769 107,151 -11% 70.4 68.9 -2% NY 10.9 10.3 -5% 140,208 137,538 -2% 77.7 75.2 -3% =
WA 4.8 4.2 -13% 69,738 61,510 -12% 68.5 67.8 -1% PA 11.3 10.8 -5% 161,796 156,234 -3% 70.1 69.0 Z%E
WV 1.0 0.9 -12% 15,529 13,636 -12% 66.7 66.5 0% CT 4.1 3.9 -5% 56,894 55,493 -2% 72.3 70.8 -2%Z
T 7.6 6.7 -12% 98,162 86,656 -12% 77.8 77.2 -1% TN 6.1 5.8 -4% 85,140 84,941 0% 71.6 68.7 -4%?'1I
ur 1.9 1.7 -12% 26,238 23,763 -9% 72.2 70.0 -3% NJ 7.9 7.5 -4% 114,460 112,143 -2% 68.7 67.3 -2% 5
co 4.6 4.0 -12% 70,162 62,989 -10% 65.2 64.2 -2% MD 4.2 4.1 -4% 60,452 59,344 -2% 70.2 68.7 -2% g‘Q
OR 3.4 3.0 -12% 48,787 43,368 -11% 70.7 70.3 -1% DC 0.4 0.4 -3% 6,767 6,680 -1% 61.3 60.0 -2%§
AZ 6.9 6.1 -11% 90,549 82,124 -9% 76.0 74.2 -2% NC 7.5 7.3 -3% 104,418 104,941 1% 72.2 69.7 -3% ;
HI 0.7 0.6 -11% 10,614 9,574 -10% 69.0 67.8 -2% VA 4.3 4.1 -3% 60,577 60,926 1% 70.2 67.9 -3%®
1A 13 1.2 -11% 19,919 18,091 -9% 65.9 64.4 -2% AR 1.6 1.6 -3% 24,576 23,257 -5% 66.2 68.2 3%
Ml 5.2 4.7 -11% 68,249 61,550 -10% 76.5 75.7 -1%.SC 2.9 2.8 -3% 40,849 41,017 0% 70.6 68.5 -3% 1
CA 18.5 16.6 -11% 218,838 201,602 -8% 84.6 82.1 -3% AK 0.5 0.5 -2% 6,958 6,903 -1% 70.2 69.6 -1%35
MN 4.0 3.6 -10% 61,036 56,581 -7% 64.9 62.8 -3% MA 4.7 4.7 -1% 67,588 67,549 0% 69.9 69.0 -1%%
Wi 5.2 4.7 -10% 72,739 66,266 -9% 715 70.5 -2% PR 0.1 0.1 3% 2,934 2,874 -2% 46.0 48.5 6%
VT 0.4 0.4 -9% 6,842 6,172 -10% 61.0 61.2 0% DE 0.9 1.0 8% 14,209 15,709 11% 66.5 65.3 -Z%E
IL 3.7 3.4 -9% 53,903 50,036 -7% 69.2 67.8 -2% GrandTot 197.8  181.2 -8% 2,755,391 2,581,457 -6% 71.8 70.2 -2%3
KS 2.3 2.1 -9% 34,857 32,296 -7% 66.6 65.5 -2% ;'_\é
ME 13 1.2 -8% 18,780 17,757 -5% 68.3 66.3 -3% rin
MT 0.8 0.8 -8% 12,662 11,770 -7% 64.8 63.9 -1% &
ND 0.4 0.3 -8% 6,090 5,612 -8% 59.9 59.8 0% %
IN 4.7 4.4 -7% 65,539 63,080 -4% 72.1 69.6 -3% g
GA 4.3 4.0 -7% 63,725 59,739 -6% 67.6 67.2 -1% g
MO 4.9 4.6 -7% 70,566 67,082 -5% 69.6 68.3 -2% 5‘
OK 3.7 3.4 -7% 51,173 48,529 -5% 71.4 70.4 -1% ®
AL 3.7 3.5 -6% 54,750 52,548 -4% 68.4 66.8 -2%

NE 0.9 0.9 -6% 14,895 14,308 -4% 62.8 61.5 -2%

WYy 0.4 0.4 -6% 6,203 5,939 -4% 65.8 64.6 -2%

= TRx has decreased in 46 of states while units/TRx has decreased in every state except Idaho, Arkansas, and
Puerto Rico
= States with the highest percentage decrease in TRx are Florida, Nevada, Kentucky, and West Virginia
SOURCE: IMS McKinsey & Company | 25
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Findings on messaging and positioning

PRELIMINARY

= Opioids overall are still viewed as effective and necessary class of painkillers,
though side effects and addiction are concerns

* Key themes from prescriber interviews on abuse deterrents include:

Prescriber awareness of abuse deterrence and label change is mixed

Opinions on impact/efficacy of abuse deterrence var

Most prescribers are concerned about abuse, but attempt to establish measures to
protect themselves

Concerns remain that technology does not address oral abuse

Less informed prescribers ask for additional information and education around
abuse deterrent formulations

= Existing market research suggests that most physicians do not feel that
reformulation positively impacts their prescribing behavior, and that diversion,
abuse and regulatory concerns continue to weigh on prescribers

AWl pIepuRlS WRIseT NY 6% L £102/EL/6 POIIPOI 1sB7
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Opioids overall are still viewed as effective and necessary class of
painkillers, though side effects and addiction are concerns

“Short term use of opiates is highly eficacious, however concerns about safety arise for |
longer-term use”

- Medical Director of major pain center |

“If you remove opioids totally from the picture there's no way to treat a lot of types of
pain patients”

AWl pIepuRlS WRIseT NY 6% L £102/EL/6 POIIPOI 1sB7

— Anesthesiologist and pain specialist

A‘Oprords are often the preferred choice for long -term treatment as side effects for
NSAIDs can be more severe”

— Primary care physician |

Sl plepuels waises Wd 62:2t £102/61/6 palulid

“Very good, strong medrcatrons very good rehef only problem is they don’t want them
to be first line of treatment”

- Medlcal D/rector of major pain center

m

P,

W
Note: Full prescriber interview summaries are avaibble in the appendix
SOURCE: Prescriber interviews McKinsey & Company I 28
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Awareness of abuse deterrence and impact on prescribing varies amongst

prescribers (1/3)

Key themes

Supporting evidence

Prescriber awareness of
abuse deterrence and
label change is mixed

Most prescribers are
concerned about abuse,
but attempt to establish
measures to protect
themselves

“I am only vaguely aware of abuse deterrence”- Primary care practitioner

“In the end it doesn’t really hurt anyone, to the extent that | understand the
technology” — Private practitioner and assistant professor at large medical school

“I know (abuse deterrent reformulations) exist”™ Family practitioner

‘For some people (abuse deterrence) probably matters, such as first time
prescribers and non-specialists, but for specialists, (the label change) probably
doesn’t make much of a difference because they were already aware of the
reformulation (before the label change)- Anesthesiologist and Head/Neck surgeon

AWl PIBpURIS WBISeT NY 6% LI £102/EL/6 POIIPOIN 1sB7

1 knew already since 2010 about (OxyContin’s abuse deterrence), so the new
labeling doesn’t make big difference” — Physical Rehabilitation and Pain specialist

“(Concern about abuse) hasn’t changed that much, because (prescribers in
practice) follow preferred and recommended guidelines- Chief of Interventional
Spine and Pain Management at major hospital

“(Abuse is) main concern in every practice...and we need (abuse monitoring)
resources because of the nature of our practice” — Pain specialist in private practice

| prepuels waises Wd 6¢:2t £102/61/6 palulid

“'m always worried about (abuse) and definitely see it’- Internist

“If I get an inkling, | check immediately and warn the patient” — Family doctor in
family group practice

“I worry about diversion...same thing for Adderall, valium, etc...”- Family practitioner
in private practice

SOURCE: McKinsey prescriber intetviews

CONFIDENTIAL TREATMENT REQUESTED

McKinsey & Company | 29

76
PURDUE-COR-00016523

NOT FOR CIRCULATION/COMMITTEE MEMBERS AND STAFF ONLY



Awareness of abuse deterrence and impact on prescribing varies amongst
prescribers (2/3)

Key themes Supporting evidence

Opinions on = “Abuse deterrence is a good thing...I would choose abuse deterrent drugs every
impact/efficacy of abuse time, if patient insurance covers it” — Anesthesiologist and Pain Management
deterrence vary Physician at major hospital

= | had extremely curtailed the prescription for OxyContin, but now that | see the
clinical difference, | am much more comfortable writing for it’- Private practitioner
with pain management fellowship

= ‘It’s a win-win for everyone, as long as the price is ok” — Physician at major hospital

AWl PIBpURIS WBISeT NY 6% LI £102/EL/6 POIIPOIN 1sB7

= (I would) certainly (prescribe abuse deterrent formulations)...you never know who
you're dealing with”- Internist

= “(OxyContin reformulation is a) much better reformulation...but having said that,
many pain doctors are still humans and suffer from emotional inhibition bc of all the
bad press it had, bc it still has the name OxyContin”- Anesthesiologist with
fellowship in pain management

= “(Abuse deterrent formulations) are good faith effort to show reasonable response
to the abuse issues”- Chief of Interventional Spine management at large hospital

= “These are (nonetheless) control substances, whether they can be abused or not,
we have to assume they are abused’- Family practitioner in private practice

Sl plepuels ulsises Wd 62:2t £102/E1/6 palulid

SOURCE: McKinsey prescriber interviews McKinsey & Company | 30
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Awareness of abuse deterrence and impact on prescribing varies amongst
prescribers (3/3)

Key themes Supporting evidence

Concerns remain that = “I don’t know how effective abuse deterrence is in practice...Just because you can’t
technology does not crush something, doesn’t mean you can’t eat all your pills at once” —Primary care
address oral abuse physician specializing in internal medicine

= “No formulation on the market that is overdose resistant” - Pain Management and
Physical Medicine and Rehabilitation

*= The only abuse deterrence | would put any stake in is when you add niacin (to
prevent oral abuse)”- Anesthesiologist and Pain Management Physician at major

AWl PIBpURIS WBISeT NY 6% LI £102/EL/6 POIIPOIN 1sB7

hospital
Less informed = "The FDA decision [on OxyContin] should carry weight...data would very
prescribers ask for valuable...should be incentive to use this medicine“- Addiction specialist

additional information
and education around
abuse deterrent

formulations = “(It would be good) if pharma companies made it more clear that this drug is now a

preferred medicine”- Private practitioner and assistant professor at large medical
school

= “There are several studies on abuse deterrence out there...what we need is
information from trustworthy sources” — Anesthesiologist and Head/Neck surgeon

= ‘1 haven’t seen any data that shows effectiveness of abuse deterrence... not
statistics” — Family practitioner

| prepuels waises Wd 6¢:2t £102/61/6 palulid

= ‘] want to see that (the drug) is not diverted and used on the street...l don’t find the
(existing) data all that compelling”- Anesthesiologist and Pain Specialist at large
hospital

= “If there is enough education, we may be using them more frequently, to mitigate
abuse” — Family doctor in family group practice

SOURCE: McKinsey prescribet interviews McKinsey & Company | 31
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OxyContin specific prescriber market research shows regulatory concerns
and media/press weigh on prescribers, despite reformulation

Topic Key take-aways Study Source Timing/when g
Market dynamics = Prescribers with increasing TRx stated increase OxyContin PJ Quinn May, 2012 ;’i
in patients with pain, leading to increases in  prescriber g
OxyContin prescriptions comparison 2
= Prescribers with decreasing TRx stated ¢
regulatory concerns and media/press as key &
drivers r:"
* Duragesic and MS Contin considered main OxyContin Brand Synovate  July, 2011 %
competitors Health Tracker Healthcare g
= Key market drivers: safety, tolerability, efficacy, g
good patient satisfaction, and favourable dosing 2
Abuse awareness = Abuse and diversion are main deterrence ONU/Oxy PJ Quinn November, 2012
and prescribing factors; class wide issue, with higher salience Copositioning §
behavior for Oxy %
= Majority of prescribers stated that prescribing OxyContin new Synovate  October, 2010 §
behavior is unlikely to change formulation healthcare N
awareness E
Awareness on = Little awareness and perceived impact on ONU/Oxy Co- PJ Quinn November, 2012 &
abuse deterrence crush-resistant formulation positioning ;03
= OxyContin seen as “fallen Hero”- powerful g
drug, dampened by concerns around diversion, B
abuse and regulatory restrictions
= 3in 5 physicians aware of reformulated OxyContin new Synovate  October, 2010
OxyContin formulation healthcare
awareness

No new market research on OxyContin (e.g. abuse deterrence

awareness) has been conducted since the April 2013 FDA ruling

79
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Findings on segmentation and targeting

* Analysis of sales force reach suggests calls are insufficiently focused on high deciles
— Cumulative reach is 47% by market basket volume and 53% by OxyContin volume

— While reach is >70% for market decile 10, 9, and 8, it declines sharply for decile 7 (65% reach),
decile 6 (57% reach), and decile 5 (47% reach)

— ~7500 prescribers in market decile 5-10 were not called on in Q1 2013

* Sales force reach is also insufficiently focused on NBRx

— Sales force reaches less than 40% of OxyContin NBRx by volume (44 % if orthopedic surgeons are
excluded)

— ~9600 NBRXx decile 5-10 prescribers were not called on in Q1 2013

Sull piepuelg Welses NV 6v: LI €LOZ/EL/6 POHIPOW ISET

* [nitial analysis shows no difference in OxyContin market share among identified corporatized providers

* Prescribers who do not receive calls account for 75% of the overall OxyContin decline

* OxyContin is still promotionally sensitive
— Vacancy and retrospective call responsiveness analyses show that OxyContin is promotionally
sensitive across deciles
— Promotional sensitivity is further evidenced by physician-level ‘natural pilots’

Sl PIEPUELS UWIBIseS Nd 62:21 £L02/E1/6 Palulid

= At the territory level, OxyContin performance is largely driven by external market attractiveness
factors including ERO growth, Gx penetration, household income, and managed care access

McKinsey & Company | 34
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There are ~ 7,500 Decile 5-10 prescribers
that the sales force is not reaching

Sales force reach! by Market Decile? for Oxy TRx in Q1 2013

)
:
% Reach 2
High prescribers Low prescribers 2
- z
78
75 72 i
65 = Cumulative| ¢
37 reach by ;
47 TRx ?
Market volume: B}
St 36 47%
. = ~7,500
24 prescribers | &
in decile N
11 4
3 >-10 were | =
not called | §
on g
10 9 8 7 6 5 4 3 2 1 g
Market prescriber decile by TRx 3
Prescribers = g4 212 377 854 1,969 3,958 7,174 12,153 18,515 24,167
not reached
1 Reach defined as at least 1 P1 or P2 in Q1 2013 2 Market decile based on ER-IR market basket as defined by ZS Assosciates
SOURCE: IMS; Purdue Sales and Marketing; Team analsis McKinsey & Company | 35
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Sales force reach is lower by NBRx decile compared to reach by Oxy
decile
Sales force reach by Oxy Prescriber Decile for TRx and NBRx in Q1 2013

% Reach

High prescribers Low prescribers

Lg

= Cumulative
reach by
72 TRXx
62 51 43 volume:
TRx 33 o4 54%

10 = ~5600
prescribers
in decile 5-
10 were
not called
on

85 81 80

Wil PIBpURIS WIS NY 6% LI £L0Z/EL/6 POIIDOI 1887

10 9 8 7 6 5 4 3 2 1
OxyContin prescriber decile by TRx

Prescribers . gy 170 202 693 1,490 2,897 4,996 9,077 17,831 50,679
not reached

----------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

= Cumulative

o > o6 49 reach by ‘5
42 36 31 NBRx
NBRx 26 50 volume: ;‘%
13 39% |
= ~9,600 ‘Bi
10 9 8 7 6 5 4 3 2 1 prescribers || ©
in decile 5-
OxyContin prescriber decile by NBRx 10 were
Prescribers - 219 - 530 944 1619 2594 3,719 5108 7,040 9,926 21,909 not called
not reached on
1 Reach defined as atleast 1 P1 or P2in Q1 2013
SOURCE: IMS; Purdue Sales and Marketing; Team analsis McKinsey & Company | 36
83
CONFIDENTIAL TREATMENT REQUESTED PURDUE-COR-00016530

NOT FOR CIRCULATION/COMMITTEE MEMBERS AND STAFF ONLY



Reach by NBRx is higher when orthopedic surgeons are excluded from the

sample, as they tend to be higher NBRx and reach is lower
Sales force reach'! by Oxy Prescriber Decile for NBRx (excluding orthopedic surgeons?) in

Q1 2013 g
% Reach g
High prescribers Low prescribers §
72 70 §
60 2
52 s
44 2
39
NBRx
34 29 ;
21 18
10 9 8 7 6 5 4 3 2 1 |
Prescriber decile by Oxy NBRx ;
Pre: 102 270 640 1,159 1,902 2,900 4,280 6,511 10,623 25,559 )
scribers
not
reached

1 Reach defined as atleast 1 P1 or P2in Q1 2013
2 Many orthopedic surgeons are high NBRxwriters due to the acute nature of the pain they treat

SOURCE: IMS; Purdue Sales and Marketing; Team analsis McKinsey & Company | 37
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The sales force reach of OxyContin NBRx is ~40% by volume

OxyContin sales force reach in Q1 2013 (including P1 or P2 calls)

Market basket Oxy TRx Oxy NBRx 5
Total Total Total g
writers = Total = writers = Total = writers = Total = e
123K 1.3MM 121K 1.3MM 75k 177K §
100 100 100 100 100 100 = If orthopedic s
Called on ’ " i ' surgeons®are| &
excluded, 5
NBRx reach :

by volume is

44%

Not called on 89

03

S prepuels wsises Wd 6¢:2t £102/E1/6 Pelulid

# Prescri- TRx # Prescri- TRx # Prescri- NBRx
bers bers bers

1 For 3-month period ending in March 2013; Reach ddined as any physician who received at least one cdl (P1 or P2) in the time period specified
2 Many orthopedic surgeons are high NBRxwriters, due to the acute nature of the pain they treat

SOURCE: IMS; Purdue Sales and Marketing. team analsis McKinsey & Company | 38
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Baseline

Initial analysis shows no difference in OxyContin e vsad
. u g u u ocusea on
performance among identified corporatized providers corporatized providers

2012 OxyContin share of ERO scripts

AWl pIepuRlS WRIseT NY 6% L £102/EL/6 POIIPOI 1sB7

%
24.2 23.5 24.1 25.4 26.5 24.7

Scope of Total On call list Identified Identified Identified as  Zipcodes w/ %

prescribers as affiliated as Top 300 Top 300 - heavy corp. g

considered expanded' provider 8
presence? 2

Total 2012 ERO 22.2 12.6 3.6 0.73 0.98 4.6 .

script (mns) 5

Total OxyContin 5.4 3.0 0.88 0.19 0.26 1.1 :

script (mns)

Total 332341 50041 14347 3906 12140 -

prescribers

1 Matching on addresses, we identified additional p roviders who may also be affiliated with Top 300 co rporatized providers but who were not identified as such by the sales force.
2 Using McKinsey database of largest corporatized p roviders, which focuses on Greater Boston, Greater Los Angeles, Greater Pittsburgh, Pacific Northwest, and Greater Dallas

SOURCE: Afiiliation data collected by Purdue salesforce; McKinsey database of largest corporatized poviders McKinsey & Company | 39
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Overall, TRx increased for 47% of prescribers

Prescribers by change in TRx from 2011 to 2012 c
% prescribers :
Declining Increasing TRx impact TRx impact %
prescribers prescribers for declining  for increasing g
Change in TRx .140k ~125k (Thousand) (Thousand)
# TRx/MD Decline Increase z
Otob 214 204 %
510 10 158 138
10 to 20 252 202 3
20 to 30 169 126
30 to 40 115 86 :
40 to 60 148 106
60 to 100 146 123 %
100 to 500 468 499 5
>500 : 7
00 Total TRx 58 12] ;
Thousand ~1,800 ~1,500 :
* 61% of declining prescribers fall into the 0 to -5 TRx decline category, and less than 5% )
fall into categories 40 to >500 decline
* 65% of prescribers with increasing TRx fall into the 0 to 5 TRx category
* TRx impact per prescriber is highest for highest Trx growth and decline categories

SOURCE: IMS
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Prescribers who did not receive calls account for ~75%

of OxyContin decline

Absolute YoY change in OxyContin TRx' by # of PDEs

# of TRx

1100 8,600 10,000

§ ! -900

| : -14,900

; -37,700

95,700

.0 | 04 48 812 1216 16-24

# OxyContin PDEs from April 2012-Mar 20132

% decline -10%  -8% -4% 0% 0% 3% 8%
# prescri-
bers 343K 43K 16K 8K 4K 3K 1K

-127,000

24+ OVERALL

417K

75% of the decline of
OxyContin is
concentrated in
prescribers that
Purdue does not call

The impact of calls is
particularly strong in
high-deciles; 2/3rds of
96K decline is in
deciles 5-10

Analysis also shows
call sensitivity
throughout range of
PDEs

This suggests that
increased call activity
may have a substantial
impact on slowing the
decline of OxyContin

Il piepuRlS Welse NY 6% 1L £L0Z/EL/6 PBIIDOI 1SBT

SUILL prepuBlS ulsises Nd 6¢:2t £102/€1/6 Palulid

1 TRx change measured in absolute terms between 6 mmths ending in March 2012 and 6 months ending in Mach 2013

2 PDE (primary detail equivalent) calculated using 1.0 weight for a P1 and 0.5 for a P2

SOURCE: IMS
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Prescribers who do not receive calls account for 75% of the overall
OxyContin decline

Absolute change in OxyContin TRx' by # of PDEs and market decile 2
# of Rx
# of PDEs April 2012 — March 2013
Market Decile 0 0.5t04 4108 8to12 121016 16t024 ~24 Totals
10 5,345 6,794 7,383 1,565 -3,976 3,974 5139  -23,899
............. e 18352 m
............. e 19455
............. e e 17926 |
............. e 16483
............. e 33318
............. e 31278
............. e 31523 j
............. e e
Tt L o e R e o R R - 59501
Tt o @3667414871 ................ e 1141 ............. 8567 ........... 1 0397 ........ : 127023

1 TRx change measured in absolute terms between 6 mmths ending in March 2012 and 6 months ending in Mach 2013

SOURCE: IMS; Purdue sales McKinsey & Company | 42
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PDEs have a significant impact on TRx growth, controlling for decile

% Change in OxyContin TRx' by # of PDEs and market decile
Percent (# of prescribers)

# of PDEs April 2012 — March 2013 é
Market Decile 0 05to4 4108 81o 12 1210 16 16 to 24 >24 Totals g
10 -30% -41 -22% -4% -9% -6% 10% -9% §
SRR SN .0 § B (49) e (76) 81) .08 .. (134) (92) .60 ¢
9 -26% -37% -7% -4% -3% 1% 4% 7% %:
RN N 0. § SO (126) .. (172) .19 . (A78) (245) ... (129) ....(1150) ¢
8 -37% -16% -14% -1% -1% 6% 6% =7% §
......................................... (240) | ....(268)  ...(337) ....(408) ...G4 .8 Q41 . .,988) =
v -22% -17% -7% -4% 3% 5% 8% -6% =
I N (654) .o (639)............ (1) ...(887) . (489) (372) .. (122) . .(3,654)
6 -17% -11% 0% -2% 1% 6% 11% 6% 2
....................................... (1660) .(1429) (1302) (1067) (646) (383) (128) (6615) =
5 -19% -13% -8% -3% 1% 9% -2% -11% §
...................................... (3,954) ...(2672)  (@137)  (1,309) .61 .G .06 Q1170 -
4 -16% -9% -5% -1% 5% 16% 4% -10% =z
...................................... (8,677) ..(4548)  (@r9r)  (1.447) . (6o8)  (278) .. .(60)  (18415) &
3 -16% 7% 0% 10% 17% 24% 38% -10% ;"3
SRR NN A.0-0s-1-) N O (LA A (3:161) ... (1,338) .. (472) o (229) ... (33)....(32:366) ¢
5 -11% 12% 24% 21% 79% 133% - 4% 3
e O01228) | (9:908) (2815) | ....903) . (B13) (07) (10).....(67,273)
1 30% 134% 448% 582% 800% 7504% - 46%
R (244,773) ..(15.220) . (2.275) ... (278) ... L) — B1) (11)....(263,081)
All -10% -8% 4% 0% 0% 3% 8%
(343,248)  (42,883)  (15,956) (8,068) (3,935) (2,498) (805)  (406,283)
1 TRx change measured in percent terms between 6 morths ending in March 2013 and 6 months ending in Mach 2012
SOURCE: IMS; Purdue sales McKinsey & Company | 43
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For all deciles, increased calls are associated with higher OxyContin
TRx growth — a signh of promotional sensitivity

Absolute change in OxyContin TRx' per prescriber by # of PDEs and market decile

# of Rx

Change in OxyContin TRx per prescriber

Market Decile # of prescribers

10 571
............. 9 1150
............. 8 1988
............. 7 3654
............. 6 6615
............. 5 11170
............. 4 18415
............. 3 32366
............. 2 67273
1 .......................... 263081 .......
............ A“ 406,283

0

-------------------

05104

-------------------
-------------------
-------------------
-------------------

-------------------

4108

-------------------

-------------------

8to12

-------------------
-------------------
-------------------
-------------------

-------------------

12to 16

-------------------

-------------------

16 to 24

-------------------

--------------------

»24

-------------------

Totals

-----------------
-------------------
-------------------
-------------------

1 TRx change measured in absolute terms between 6 mmths ending in March 2012 and 6 months ending in Mach 2013

SOURCE: IMS; Purdue sales
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Increased calls have a significant impact on OxyContin TRx —
Market deciles 8 to 10

E
Growth in OxyContin TRx/prescriber? by # of PDEs received §
# of Rx Key insights :
50 - = T.herle. IS %
25 significant call :
sensitivity of Oxy | &
O . - _5 i -1 for high_decile %
27 physicians g
-20 49 +79 particularly 8
-57 through 12 :
-40 calls/yr
= There are 362 -
-60 high-value 2
0 Oto4 4108 8to12 121016 161024 24 and physicians to
over whom >24 calls B
. i were made per o
# PDEs received April 2012 — March 2013 year — these ;
# of - X ¥ E X E ¥E increased
Prescribers substantially :
more than
% Change -32% -29% -14% -3% -4% 0% 7% phySiCiaﬂS
in TRx
1 Market decile based on ER-IR market basket as defined by ZS Associates
2 TRx change measured in percent terms between 6 morths ending in March 2013 and 6 months ending in Mach 2012
SOURCE: IMS; Purdue sales McKinsey & Company | 45
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Increased calls have a significant impact on OxyContin TRx —

Market deciles 5to 7
TRx/prescriber change? by # of PDEs 5
# of Rx
4
2
0
-2 -1 +10 ;
-2 @
-4
6 5
-8 -7 5
0 Oto4 4108 8to12 1210 16 16t0 24 24 and over g
# PDEs April 2012 — March 2013 T
# of 6,268 4,740 4,150 3,043 1,766 1,146 326 ;
Prescribers ’ ’ ! ’ : ’ :
% Change -19.3% -13.2% -5.2% -2.8% 1.9% 6.2% 7.7%
in TRx

1 Market decile based on ER-IR market basket as defined by ZS Assosciates
2 TRx change measured in percent terms between 6 morths ending in March 2013 and 6 months ending in Mach 2012

SOURCE: IMS: Purdue sales
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Increased calls have a significant impact on OxyContin TRx -
Market deciles 1 to 4

TRx/prescriber change? by # of PDEs 5
# of Rx
! 6.1
6 5.4
5
4
3 2.6 +6 ;
2 1.2 i
1 0.7
0.1 ?
° 0.1
0 Oto4 4108 8to12 1210 16 16t0 24 24 and over g
# PDEs April 2012 — March 2013
# of . 326,628 36,854 11,048 4,264 1,552 675 114 g
Prescribers . . : ' ’ ¢
% Change -5.9% 1.9% 7.5% 10.2% 18.4% 38.9% 29.6%
in TRx
1 Market decile based on ER-IR market basket as defined by ZS Assosciates
2 TRx/prescriber change measured between 6 months ending in March 2013 and 6 months ending in March 2012
SOURCE: IMS; Purdue sales McKinsey & Company | 47
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Vacancy analysis suggests that OxyContin is still responsive to calls
%

Overall avg. monthly Oxy TRx trend
Avg. change in sample

Cumulative change in OxyContin Cumulative change in OxyContin %
TRx following vacancy TRx after vacancy is filled :
L 4 L 4 ey At
= 2 = 2
S 0 : S 0 8
g L, 2 S ,1 2 3 4 5 .6 7 8 9 10|
(&) O °
X 4 R 4
O] o ]
2 2 S
g 6 T 6 s
>S5 > @
§ -8 § -8 :
-10 Months of Continuous Vacancy -10 Months of being filled post-vacancy §

= After 10 months of vacancy, Oxy TRx falls an average of 8% v. the overall trend; the effect is similar
when zips are filled post- vacancy

= Given that the sales force calls on ~54% of OxyContin volume, this is consistent with a ~15%
impact on prescribers actually called

1 % changes calculated using a weighted average ofmonth TRx change for 8373 zip codes with >100 totalTRx in a 28 month period (Jan 2011 to April

2013)
SOURCE: IMS; Purdue Sales Operations; team analysis McKinsey & Company | 48
95
CONFIDENTIAL TREATMENT REQUESTED PURDUE-COR-00016542

NOT FOR CIRCULATION/COMMITTEE MEMBERS AND STAFF ONLY



Calling on high decile physicians with appropriate frequency can have
major impact on OxyContin TRx: physician “natural pilot”
True physician example

g

_ ] = This physician went from §

Specialty . Anesthesiology receiving 0 P1s to 18 :

Location - Wareham, Massachusetts P1s —this resulted in a z

_ 94% increase in TRx

Market Decile : 8 o _ g

= This is not an isolated 2

case :

12 months ending 12 months ending — 84 physicians in

March 2012 March 2013 deciles 7-10 went

from receiving <4 3

Calls made on 0P1 18 P1 PDEs to >14 PDEs 5

PRYSICIAN P P2 — These physicians | |

OxyContin scripts 177 244 increased OxyContin Z

written during 2 TRx by 39%, -

e decline in physicians

OxyContin share 26 s 43% that continued to
of ERO Market ° ° receive <4 PDEs

SOURCE: IMS; Purdue Sales Operations; team analysis McKinsey & Company | 49

96
CONFIDENTIAL TREATMENT REQUESTED PURDUE-COR-00016543
NOT FOR CIRCULATION/COMMITTEE MEMBERS AND STAFF ONLY



Somewhat attractive

A number of external factors contribute to Bl Most unattractive

| Somewhat unattractive [il] Most attractive

patterns of market attractiveness by geography
o Average [ IN/a

.
.
.

2wl pepuels wWeses NY 6%: L £L0Z/EL/6 PBUIDOW 1B

AWl pIepUBIS WIBISES Nd 62:¢1 €102/E1/6 PRIULG

Y
1
1
1
1
1
1
1
1
1
1
1
1

1 Market attractiveness determined by equally weighing by quintile ranking Gx penetration, ERO growth, HH income, and managed care access
2 Analysis conducted on year ending in March 2012 v year ending in March 2013

SOURCE: IMS; |-gallery data; team analysis McKinsey & Company | 50
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OxyContin performance is largely driven by external market
attractiveness factors

# Territories (examples)

Market
Attractiveness!’

1 Market attractiveness determined by equally weighing by quintile ranking Gx penetration, ERO growth, household income, and managed care access

Most
attractive

Somewhat
attractive

Average

Somewhat
unattractive

Most
unattractive

OxyContin TRx Growth 2011-20122

Above Average

Below Average

74 New Haven, CT
East Suffolk, NY
Virginia Beach, VA

31 Jersey City, NJ
Lowell, MA
North Chicago, IL

68 San Jose, CA
Drexel Hill, PA
Charleston, SC

37 North Atlanta, GA
Appleton, WI
Dallas South, TX

61 Boston South, MA
Mankato, MN
Westminster, CO

42 East Queens, NY
Park City, UT
Ann Arbor, Mi

36 Pittsburgh Central, PA
Louisville East, KY
Oklahoma City, OK

72 Milwaukee South, WI
East Baltimore, MD
Seattle, WA

22 Detroit, M
Bakersfield, CA
Las Vegas East, NV

80 Tampa Metro, FL
Dayton South, OH
Bellingham, WA

2 Analysis conducted on year ending in March 2012 v year ending in March 2013

SOURCE: IMS; l-gallery data; team analysis
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Contents

= Market landscape & demand forecast
= Messaging & positioning

= Segmentation & targeting

AWl pIepuRlS WRIseT NY 6% L £102/EL/6 POIIPOI 1sB7

* Field focus & execution
= Access & availability

= Scientific support

= Commercial spend levels

= Patient funnel

Sl plepuels waises Wd 62:2t £102/61/6 palulid

= Appendix
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Sales force focus and execution findings and implications

Key Findings Implications/Opportunities
= 75% of total OxyContin decline is concentrated in * There is significant opportunity to slow
prescribers than Purdue does not call on the decline of OxyContin by calling
— 2/3 of these prescribers are in high market deciles (5- on more high-value physicians
10)

* More than 50% of OxyContin primary calls are to low-
decile (0-4) prescribers

= Decile 5-10 prescribers write on average 25 times more
scripts per prescriber than decile 0-4, indicating that a call
on decile 5-10 prescribers is likely higher-impact than a
call on decile 0-4

= Analysis shows call sensitivity throughout range of PDEs

Il pIepuRlS Welse WY 6L €L0Z/CL/6 POIIPOIN 1887

* Purdue sales force is making only 67% of OxyContin * Total OxyContin calls could be
budget P1s (1H 2013) increased substantially if all reps
* Purdue call volume is lower than industry benchmark performed the budgeted # of
= P1 call attainment varies widely across territories OxyContin calls
A o Gy Contin calie are offisg Ry chanae i tareeting wil reed 1o

accompanied by a cultural change
toward greater adherence

QUL plepuels ulsises Wd 62:2t EL02/E1/6 Polulid

* |ncentive comp structure for reps is misaligned with * Revision to incentive comp could
Purdue’s economics better align reps to Purdue’s

.................................................................................................................................................. €CONOMICS i

* The revenue upside from sales re-targeting and * A comprehensive change program for
adherence could be well over $100M the sales force can capture significant

incremental value for Purdue

McKinsey & Company | 53
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Currently, over 50% calls are made to low

decile prescribers

Secondary details (PDE equiv)'

* Primary details

Number of OxyContin calls by market decile?, annualized based on Q1 2013
Number of Primary Detail Equivalents (PDEs); thousands

Total P1s: 181K
Total PDEs: 347K

37

High writers

46 |

18 |

..................................

45
42

Market decile

Low writers

= 52% of OxyContin primary calls
(95K) and 57% of primary detail
equivalents are made to low-
market decile prescribers (0-4)

* Given that there are ~14,000
uncalled physicians in deciles 5-
10, there is significant
opportunity to shift calls to higher
potential prescribers

* Reasons for low-decile calls may
include:

— Lack of access to higher
decile prescribers

— Opportunism

— KOLs

— Geographic territory definition

— Lack of rep call list adherence

AWl pIepuRlS WRIseT NY 6% L £102/EL/6 POIIPOI 1sB7

Sl plepuels waises Wd 62:2t £102/61/6 palulid

1 PDEs calcuated as 1.0 x P1 calls + 0.5 x P2 calls

2 Market decile based on ER-IR market basket as defined by ZS Associates

SOURCE: IMS, Purdue call data
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Decile 5-10 prescribers write on average 25 times more scripts per

prescriber than decile 0-4

Average TRx per prescriber, annualized'

Low prescribers

TRx
High prescribers
929
449
271
152
90 56
10 9 8 7 6 5

35 20 v 1

4 3 2 1
Market prescriber decile by TRx

» Decile 5-10

prescribers write
134 scripts on
average, while
decile 0-4
prescribers write
5.4 scripts on
average

Thus, targeting
decile 5-10
prescribers is likely
to have a much
greater impact than
targeting lower
value prescribers'

1 Based on H2 2012 data

SOURCE: IMS: Purdue Sales and Marketing; Team analsis
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The sales force is currently performing only 67% of the budgeted primary
calls on OxyContin

5
Average monthly OxyContin calls 5
Jan — June 2013 2
Primary Detail i

P1 P2 Equivalents (PDEs)! -

Per Rep ‘;’
- Target? 55 59 84
= Actual® 37 58 66 :
Field force total 2
* Target 28,875 30,713 44,231
= Actual 19,600 30,400 34,800
= % actual v. target 67% 99% 79% )

1 P1s plus 50% of P2s
2 Target based on published call plan (e.g. 2 callgdmo on Oxy Supercores and 1 call/mo on Cores)
3 Assuming 525 active sales reps

SOURCE: Purdue sales reports; Purdue internal intenviews: team analysis McKinsey & Company | 56

103
CONFIDENTIAL TREATMENT REQUESTED PURDUE-COR-00016550
NOT FOR CIRCULATION/COMMITTEE MEMBERS AND STAFF ONLY



Purdue call volume is lower than benchmark

Sales force calls g
Annualized g
1,700
1,334 Making the |
incremental | g
180 calls :
per rep per g
year could 5

result in
incremental | =
, o , netrevenue | &
Purdue H1 2013  Primary Specialist’ Purdue weighted of ~$100 5
(annualized) benchmark mn3 &
assuming 70/30 3
primary/specialty o
call mix? :
Benchmark g

1 This is the lowest sales force call benchmark among specialties; this benchmark is for niche oncology drugs.

2 70% of Purdue OxyContin details are for GPs, which include GPs (52% of OxyContin details) and NRP (18% of OxyContin details). Specialty details
include Phys Med & Rehab (7% of OxyContin details), Anesthesiology (7%), Rheum (2%), Orthopedic (2%), Neurology (2%), and other specialties that
each make up 1% or less of OxyContin details.

3 Assuming 12 calls/ year/ prescriber, 39 incrementl scripts per prescriber that is newly called upon{assuming Decile 5-7 sales responsiveness
calculated by ZS Associates), 71 pills/ script, $6.2 average price per pill, with 25% rebate and otherfees.

SOURCE: GP/Specialist mix from ZS report ‘M6 Alignment and Preliminary Placement Review v2.0", slide 74 McKinsey

benchmarks; Purdue sales reports: Team analysis Mekisey & foneay I -
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There is a wide variance of actual P1 call attainment across territories

OxyContin P1 calls by territory for Q1+Q2 2013
Number of territories

% of reps 3 3 3 6 7 10 17 15 12 13 6 3 1
88
81

69
62

54

38
29 31

16 18 4 6 14
5
0-7 7-1212- 17- 22- 27- 32- 37- 42- 47- 52- 57- 62-

17 22 27 32 37 42 47 052 57 62 67

Average # of P1 calls per
month for Q1+Q2 2013

= ~ 90% of
reps do not
attain the
HQ
productivity
target of 55
P1s per
month

Il PIBpURIS WIISeT NY 6% LI £102/EL/6 POIIPOI 1sB7

May include
territories
that were
vacant for
portion of
time period

4 L]

SUILL pIlepUElS UISIseS Nd 62:2t £102/€1/6 PRlulid

>67

SOURCE: IMS, Purdue call data
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One possible way to attain benchmark ~1500 calls per year is to decrease

training days by ~6 days and increase calls per day by 5%

to benchmark

One possible route

Current call activity

Potential new allocation

Number of “on territory” days per year

Number of “on territory” days per year

ltem Days' ltem Days'

Number of working days 260 | Number of working days 260
Holdays 13 Holidays -13
Vacation and other time off _.-272  Vacatonandothertimeoff - 2.2
Trammgsandmeetmgs __________________ -17.5  Trainings and meetings 5

Other company-related time off of field -4.3 = Other company-related time off of field -4.3
Total days 199.7 | Total days 205.7
Avg calls per day X 7 | Avg calls per day X 7135
Total calls per year 1398 | Total calls per year 1512

1 Purdue 2012 Actual data was used for this analysi

AWl pIepuRlS WRIseT NY 6% L £102/EL/6 POIIPOI 1sB7
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SOURCE: Purdue; team analysis McKinsey & Company | 59
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Adherence to the call list is only ~55%

Number of prescribers reached for OxyContin in Q1 2013

: D

Actual P1 On-list P1
calls calls made
made

Call plan

# targets

AWl pIepuRlS WRIseT NY 6% L £102/EL/6 POIIPOI 1sB7

Prescribers :
Per rep 80 50 34 19 -
\ 68% / W §
Of the P1 calls made...
= 8,000 out of the 18,000
calls actually made were
off-list (44%)
SOURCE: ZS Associates report; Purdue call data; Teamanalysis McKinsey & Company I 60
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Calls on decile 5-10 prescribers positively correlate with OxyContin growth

PDEs on decile 5-10 vs % change in OxyContin TRx between H1 2012 and H1 2013
Territory level

50

40
@ 30
g y = 0.0038x - 7.528
el 2 s
5 20 R2 = 0.0024
EQ
YR8 10 5o —
=T o
Sed _ |%e apadndet st 00,
Q>
>N g 0 200 00 0 1000
R o ISP B
o o
& (20) - = — v =
©
G
2 (30)

(40)

(50) .

PDEs on Decile 5-10 over H2 2012 and H1 2013

Implies that doing 175
more PDEs on deciles
5-10' is associated
with 0.6 percentage
point increase in
OxyContin growth rate

AWl pIepuRlS WRIseT NY 6% L £102/EL/6 POIIPOI 1sB7

1 Which is going from 25" to 75" percentile of PDEs on decites 5-10

SOURCE: Purdue call daia; IMS; Team analysis

108

CONFIDENTIAL TREATMENT REQUESTED
NOT FOR CIRCULATION/COMMITTEE MEMBERS AND STAFF ONLY

Sl plepuels waises Wd 62:2t £102/61/6 palulid

McKinsey & Company | 61

PURDUE-COR-00016555



Some variability exists across tenure for average prescriptions per rep

g
OxyContin average TRx per rep by tenure 5
2011/2012 average TRx :

10,598

9,926 | &

9,458 T +12%

= Reps with >5 :

years tenure are | °

in territories with | _

average 12% i

higher TRx than :

reps <5 years (not | =

controlled for

other factors)
Tenure (years) <3 3to5 >5
Number of reps 158 119 196

SOURCE: Purdue 2011-2013 OxyContin sales data, Zip to Terr file McKinsey & Company I 62
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Incentive comp structure is steeper for Butrans, making each incremental
Butrans script more valuable to reps relative to OxyContin

Q3 2013 incentive compensation based on performance of an average rep’
Quarterly Incentive bonus

B

g

$ = For average rep, %
incremental scripts g

24,000 Average rep makes " relative to baseline worth | £
22,000 ~$13,920 more by ®Btrans bonus® far more for-Butrans than :
20,000 growing Butrans by 8 for OxyContin, becayse 2
18,000 | 90 scripts relativeto | m slope of bonus curve is 2
steeper for Butrans §

g.

16,000 [ baseline bonus

0 20 40 60 80 100 120 140 160 180 200 220 240 260 280 300 320 productivity

TEx Incremental to Baseline
Number of THx

14,000 ® = Purdue, in contrast,

12.000 s _© makes 67% more if rep
’ e © ° OxyContin bonus sells 90 OxyContin .
10,000 incremental scripts than | &
8,000 Average rep makes 90 Butrans incremental | 2
6,000 —_ ~$1470 more by scripts ($30k vs $18k)?2 &
4,000 growing Oxycontin = Additionally, incentive ;
2,000 y 90 scripts relative comp could incorporate r
0 to baseline bonus call list adherence and rep g

1 Uses Q3 2013 incentive plan. Assumes 232 Butransscripts/ quarter for average rep, and 2809 OxyContinscripts/ quarter for average rep.

2 Assumes average $267 gross price/ Butransscript and $447 gross price/ OxyContin script. Lastly assume net revenue (net of rebates and fees) is
~75% of gross price.

3 Balanced portfolio bonus included in Butransbonus calculation as is indexed to Butransscripts

SOURCE: Purdue sales: Purdue Budget; team analysis McKinsey & Company I 63
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Max level of bonus for Butrans at a higher level than for OxyContin

Max and baseline bonus levels for Q32013', by Product 3
Max bonus 2

. Bonus for meeting baseline :

22,931

Max level of E

Butrans bonus for :
931 Butrans is 60% v

higher than for :

OxyContin 5

| 14,140 o

OxyContin | ¢

1 Uses Q3 2013 incentive plan. Assumes 232 Butransscripts/ quarter for average rep, and 2809 OxyContinscripts/ quarter for average rep. Balanced
portfolio bonus indexed to Butransscripts

SOURCE: Purdue sales: Purdue Budget; team analysis McKinsey & Company I 64
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Reps who make more OxyContin P1s on high-decile prescribers generate
more OxyContin growth in their territory ACTUAL DATA

Salesrep A Salesrep B

Relationship between TRx
growth and P1s on high
decile prescribers holds

across territories

AWl pIepuRlS WRIseT NY 6% L £102/EL/6 POIIPOI 1sB7

Sales rep B generated ¢, change in Oxy TRx, o - +7300 &
7% more growth... H1 2012 vs H1 2013 ' bp }
by making more OXy ~ Oxy P1s on highdecile .. ..
P1s on high decile MDs (5-10) per mo 23 28 +22% ;
doctors... 8
despite operatingina ~ State TN TN
similar territory 1o .
Sales rep A # of high-decile docs in 20 56
territory
SOURCE: IMS:; Purdue sales data McKinsey & Company | 65
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Going from 10 to 20 OxyContin P1s on high-decile prescribers generates
11% increase in OxyContin scripts1 — a $9200 quarterly bonus for avg rep

OxyContin TRx per year, on average

11% increase in OxyContin
TRx implies
$9200 quarterly bonus?

AWl pIepuRlS WRIseT NY 6% L £102/EL/6 POIIPOI 1sB7

4,339
rors -

Sl plepuels waises Wd 62:2t £102/61/6 palulid

10 OxyContin P1s on high decile per month 20 OxyContin P1s on high decile per month

1 Based on regression accounting for the number of high-decile prescribers in the territory
2 Under current Q2 2013 incentive plan

SOURCE: IMS; Purdue sales data; Purdue Q2 2013 Rep incentive plan McKinsey & Company | 66
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Observations from rep ride-a-longs

Challenges Opportunities c
* Reps given guidance to only speak about abuse- * Reps trying to apply techniques and topics g
deterrence label once with each physician introduced at trainings (e.g., “challenger” e
(guidance “not to make it a selling point”) approach) B
* Reps struggling to engage prescribers in = One rep attributed extensive dropping of co-pay 5
focused conversations about OxyContin cards at pharmacies to increasing sales in territory =
= Reps overwhelmed by amount of data available, * Talking about availability of newer strengths (e.g. Z
and unable to use it effectively for call planning 15mg) seen as effective g
and fOCUSing Conversations With pTeSCTibeTS ] One rep ab‘e to generate new Writers through (%'
= Observation that rep still had old version of persistent calls each month
OxyContin label without latest section on abuse- = Use of dinner programs seen as effective 2
deterrence . g
= Talked about managed care ‘wins’ (e.g. MedCo 3
= Prescribers “not asking” to talk to MSL part D) 3
" Belief that pharmacies occasionally switching = Spending time with office manager discussing 5
patients w/o physician call-back managed care coverage and processes useful g
» Corporatized provider in area wouldn’t write * (Can use pharmacy stocking report to ensure ‘i’
anything unless “dirt cheap” — physician view pharmacies are carrying all dosages of ;
= Abuse was seen as a real issue for each practice OxyContin :
and pharmacy visited; the new label was of interest * Engaging interested prescribers on the importance
among prescribers and office staff of using tamper resistance formulations could

. incr. mfort in using Ox ntin
= Pharmacy call-backs seen as an unsustainable crease comiort in using OxyCo

‘drag’ on practice economics

SOURCE: Rep ride-a-long field observations McKinsey & Company | 67
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The revenue upside from sales re-targeting and adherence

could be up to $250M

Based on ZS Response curves

PRELIMINARY

B
PDEs per MD Total impact* £
Current Total PDE TRx impact g
Lever # of MDs (Avg.) Suggested change per MD? TRx Revenue ¢
Increase reach on decile All 8,700 2
5-10 MDs not currently Reachable ~T70%! z
called m
MDs reached 6,000 0 12-242 103k 69 411k $177M ¢
Increase frequency on 16,400 10 12-242 152k 24 387k $166M §’
decile 5-10 MDs with 2
suboptimal call frequency
Reduce calls on decile 43,000 5 0 (110k) (5) (210k) ($90M)
0-4 MDs
Total impact 145k 587k  $250M

many as 210-230 reps

= 145k incremental PDEs could be achieved by either
— Increasing current Oxy P1 calls from ~37/rep/month to the
50/rep/month (90% of target) plus adding an incremental 65 reps or
— Keeping productivity at current level an adding ~190 reps. Typically
an additional 10-20% reps are required given inefficiencies in real-
world geographic deployment, thus the deployed total could be as

NOTE: Purdue call numbers based on blended and annwalized Q1+Q2
1 15% discount on access, 10% discount on territorymisalignment, 11% discount on other MDs not reachale (e.g. Region 0, IR only)
2 24 calls decile 6-10, 12 calls on decile 5; 3 Based on ZS call responsiveness curves by decile ; 4 On annualized basis

SOURCE: ZS Associates, IMS, Purdue call daia, team analysis

CONFIDENTIAL TREATMENT REQUESTED
NOT FOR CIRCULATION/COMMITTEE MEMBERS AND STAFF ONLY

115

= Opportunity for up to *J
$250M impact from:
— Targeting high value
prescribers
— Performing budgeted
target Oxy P1s
= Assumes no change to
Butrans call plan
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65 to 190 additional reps will be needed to capture full opportunity
depending on the increase in productivity of the sales force

Optimize
1 and
expand?

Optimize
with
current
capacity

Additional Estimated Rationale/ What you have

prescribers and increase rep
productivity to 90% of target
(e.g. 50 calls/rep/mo); do not
add reps

Description reps’ impact?  to believe

a Shift calls to high-value 65+ 1 = Desire to maximize
prescribers and increase rep potential opportunity
productivity to 90% of target = Believe current field force
(e.g. 50 v. 55 calls/rep/mo); can improve both
add reps to fill gap productivity and adherence

b Improve targeting, improve 115+ = Sales force has potential
productivity by ~20%, and +$250M to moderately improve
add reps to fill gap productivity

¢ Shift calls to high value 190-230 = Believe call list adherence
prescribers, no change in can be improved but
rep productivity, add reps to v challenging to improve
fill gap productivity

= Desire quick impact
= Shift calls to high-value None +$220M = Believe current field force

can improve both
productivity and adherence
simultaneously

Estimates do not
include haircut
for execution
Additional reps
required could
be larger to:

- Account for
territory
alignment

— Increase field
force size
ahead of
new product
launch

Wl PIBpURIS WBISET NV 6% L £102/EL/6 POIIPOI 1sB7

Sl plepuels Wsises Wd 6¢:2t £102/€1/6 PRlulid

1 Does not account for territory mis-alignment
2 Pro-forma relative to 1H 2013 performance, annualzed
3 All scenarios assume 24 calls per year on deciles6-10, 12 calls on Decile 5

SOURCE: IMS; Purdue call data; ZS Associales; McKinsey analysis
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Findings on pharmacy and wholesale access PRELIMINARY

= A number of issues at the pharmacy and wholesale level are significantly impacting patient access:
— Pharmacists are increasingly turning away opioid patients, especially at chain pharmacies

— Major pharmacies have implemented stringent guidelines on opioid dispensing, including pill count limits and
requirements that patient must have filled same script at same pharmacy previously

— Walgreen’s has eliminated incentives for pharmacists to dispense controlled substances as part of its
DEA settlement

— Pharmacists increasingly calling back physicians, creating additional work and hassle for physicians

— Distributors are keeping a tight hold on supply of all controlled substances, with pharmacies unable to
order more than historical levels without risking being cut off

— There are reports of wholesalers cutting off pharmacies altogether

awll pIepuRlS WeIse NY 6% L £102/EL/6 POIIPOIN 18B7

* Using available data, we have evaluated the extent of the access issue

— Patient calls to the Medical Service line on access issues have been increasing —though this represents only
a fraction of the potential impact

— Analysis of patient survey data collected by the Pain Care Forum shows direct evidence of patients having
difficulty filling opioid prescriptions

— Share of redeemed OxyContin savings cards fell sharply for CVS in Q3 2012 and for Walgreens in Q2 2013

— Walgreen’s purchasing has been declining at a rate far faster than other pharmacies, with an acceleration
in the March-June 2013 time period after the Good Faith Dispensing policy was rolled out in full
= Walgreen’s estimated monthly retail purchasing of OxyContin declined ~2% (in units) from Q1 2013 to Q2 2013

compared to a 1% decrease over the same period for all other pharmacies

o |n addition, fewer Walgreens stores are purchasing high-dosage (60mg, 80mg) OxyContin and overall
purchases of high-strength OxyContin is falling faster as Walgreen’s relative to other pharmacies

| prepuels waises Wd 62:2t £102/E1/6 palulid

— There is little evidence that mail order is increasing to offset retail pharmacy access issues

McKinsey & Company | 72
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PRELIMINARY

Access issues at pharmacy and distributor level
Low impact @ High impact

Potential size

Actions impacting access of impact
a Turn away patients who raise ‘flags’, which may include: &
— Living far from pharmacy, or prescription was written far from the
pharmacy

— Being new patients
— Having a prescription for >120 units

LI PIBpURIS wIeIseT NY 6% LL £102/€H/6 POIIPOIN 1SE7

Pharma- Db Call back physicians to verify prescription and to discuss treatment .
cies . . DY
¢ Modify Rx to fewer tabs o .
(must call back physician) g
d Stock out of opioids (either because limited deliveries imposed by b §
......... e S
e Choose not to carry opioids at all ™ o
a DEA actions have led to several wholesale distribution facilities b @
,,,,,,,,, being barred from shipment of class 2 drugs for periods of ime &
b Halt C2 shipments to pharmacies that order ‘too much’, as ] 2
Whole- . . L
measured by dosing units and molecule type (compared to historical
salers
purchase levels and purchase of non-controlled substances)
¢ Limit volume of C2 shipments to pharmacies (e.g., only allow orders ]
up to historical purchase levels +10%)
SOURCE: Purdue interviews: Pharmacist interviews McKinsey & Company | 73
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Guidelines established by major pharmacy chains and increased
work associated with filling opioid prescriptions have restricted
patient access

... moreover, pharmacists report increased work
and hassle associated with filling opioid
prescriptions

Pharmacy chains are implementing guidelines for
which patients can fill opioid prescriptions, increasing
pharmacists’ risk of filling opioid prescriptions...

* Government ID = “We kind of discourage [the opioid business]... it’s

Common
mandatory
requirements

Additional "
flags

No previous failed attempt to fill the
prescription at another pharmacy
belonging to same chain

Clear PDMP check, in states where
available

Has not previously filled a
prescription for the same medicine
and dosage at same pharmacy

Quantity is 120 units or more

Patient on medication for 6 months
or more

Lives far from the pharmacy
Prescription not filled on time

Paid through cash/ credit card rather

than insurance

SOURCE: Purdue; Pharmacy expett interviews
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more headaches than it’s worth for the low
profits [and] if you give one patient one prescription
[for an opioid], they bring their friends”— Clinical
coordinator at Publix (FL)

“Stress load is high- they aren’t insuring techs [and]
it used to take 10-15 mins to fill a prescription, now
it takes a lot longer...Pharmacy also not providing
enough support to fill these prescriptions... 80% of
the time, they just refuse patients.” — Clinical
coordinator at Publix (FL)

“With budget cuts and staffing cuts — we don’t have
time to handle everything... it’s easier to turn
away patients... my personal turn away rate for
opioids is about 5%” — Former Pharmacy
Manager at Walgreens (KY)

McKinsey & Company | 74
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Walgreens has eliminated pharmacists’ incentives to fill opioid

prescriptions as part of its DEA settlement

Settlement and Memorandum of Agreement
Addendum: Prospective Compliance
Section 6

“Beginning in 2014, Walgreens will exclude any |
accounting for controlled substance |
prescriptions dispensed by a particular
pharmacy from bonus computations for
pharmacists and pharmacy technicians at that
pharmacy”

” Possible that this has ~
" already been implemented, given
other elements of the settlement
(e.g., GFD) appears to have been
. implemented before the settlement /
“Wwas finalized and made public_~"

AWl pIepuRlS WRIseT NY 6% L £102/EL/6 POIIPOI 1sB7

SOURCE: DEA website (http://www justice .gov/dea/disions/mia/2018/mia061113 attach.pdf )

121
CONFIDENTIAL TREATMENT REQUESTED
NOT FOR CIRCULATION/COMMITTEE MEMBERS AND STAFF ONLY

Sl plepuels waises Wd 62:2t £102/61/6 palulid

McKinsey & Company | 75

PURDUE-COR-00016568



Pharmacies are calling back physicians to verify PRELIMINARY
prescription and to discuss treatment plan

Pharmacists are calling back physicians more
frequently to verify and scrutinize prescriptions...

E
£
“It used to be that prescriber decided what drugs “Patients went to many §
patients get, now pharmacists are now questioning the pharmacies [in Manhattan] and z
decision... for example, we had a case today where the most pharmacies don’t g
patient was on IR, and we called the doctor back to dispense OxyContin” i
suggest he change the prescription to 80/20 ER/IR” — Physician specializing in pain g
— Former senior pharmacy director at CVS (FL) control ‘Bi
| — e i e @
“We are now asking doctors to modify prescriptions... “The patient population is annoying, the 2
for example, if we think the patient isn’t opioid tolerant documentation is annoying. A lot of my colleagues s
already, we will call the doctor.” decide to stop doing opioid prescription later in their 8
— Former Walgreens Pharmacy Manager (KY) career (because they are tired of the hassle)” g
T - Anesthesiologist and Pain Management Physician z
, . , at major hospital g
“Pharmacist should look for different flags: In a certain - g
market area? IR and ER? Days supplied? Proximity of L— g
the patient to the pharmacy and prescriber? Does the } . . - g
prescription look altered? Is this a valid DEA number? Is bPCPS aref [{?}Cfebe}swg relferrals tg Zpemtallsgs, part‘ g
this a valid prescriber? ... Then he calls the prescriber to csﬁ{ar:itesoan dep;%enisric?nig?nng” fug testing, pain
validate for every TRx (requirementin the last year or N ,
two)’ (req y — Anesthesiologist and Head/Neck surgeon
- Former senior pharmacy director at CVS (FL) N
WWWWWWW MMMMWW
SOURCE: Pharmacist expert interviews during week 0f7/15/2013; Prescriber interviews during June and Jly 2013 McKinsey & Company | 76
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Share of savings cards redeemed started to decline  |[PRELIMINARY - IN VALIDATION
in Q3 2012 for CVS and Q2 2013 for Walgreens

Share of redeemed OxyContin savings cards
Yo

5

78 g

76 »« =+ All others 2

24 e = CVS’ share of >

25 L L e mma == o= mmm.=T redeemed savings | ¢

SR cards starts s

- e e = — - declining in Q3 g

16 b = = — — TN 2012, coinciding g

It V\C/)Zl 2013: N —  Walgreen with its national s
aigreens rollout of dispensing

}g \ starts to decline policy for controlled | 2

0 T — T (VS substances g

32012: CVS :

6 Q = Walgreens’ share of | @

4 starts to q d savi N

decline redeemed savings | &

o cards starts to 5

0 decline in Q2 2013, | g

coinciding with the | ¢

Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun national rollout of §

2012 2013 GFD 3

Total number
ofsavings & 4% 45 4B 42 4 db 4 4o @ 90 96 95 95 @

cards
redeemed
000s
SOURCE: Purdue savings cards data McKinsey & Company | 77
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Analysis of patient data collected by the Pain Care Forum shows direct
evidence of patients having difficulty filling opioid prescriptions |PRELIMINARY

Among respondents, 95% are currently taking 3
prescription pain meds and of those, 17% ...OxyContin patients, making up 10% of g
report having been denied filling a prescription drug patients in the survey, report g
prescription... denial rates of 23% :
Number of respondents Number of respondents ‘§
436
4,191 3.965 Z

TN RN
17% v 2.6% 2.9%
y , g
102 >
691 :
105 13
All Currently Denied at  Never Currently taking  Denied at Never filled ;
taking pharmacy filled OxyContin pharmacy 3

prescription
pain med

1 E.g., only including those who identified themselves as currently taking prescription pain medication

Note: Survey respondents were found by sending survey link to email list of National Fibromyalgia & Chronic Pain Association and other
organizations; also posted via social media. Responses analyzed here were collected between 6/22/2013 —8/9/2013, but survey collection still
ongoing at the time of analysis. 40 states are represented in the survey

Source: Pain Care forum survey data McKinsey & Company | 78
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Walgreens purchasing of OxyContin has fallen more relative to purchasing
by other chains and independent pharmacies

% change
Monthly OxyContin purchasing by pharmacy chain from Q1 2013
Millions of tablets to Q2 2013
12
11 \/\/\ " Independents 50
10 !
9
8
7
6 o
5 - N
R VAR N RS 15
4 - ~
\ Y . Walgreens L -20% 2
3 Rite Aid 1%
5 . . - :m R L “‘;; :., Other chains 19
— — T Walmart 6%
1
0
Sep-12 Nov-12 Jan-13  Mar-13 May-13

1.Good Faith Dispensing policy, elements.of which.ae described.in.the previous slides in this.section

SOURCE: Market Visibility: OMS
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= Walgreens purchasing
declined by 22% between
Q1 and Q2 2013 (time of
GFD implementation?), far
outpacing the overall
market decline of 3% over
the same time period

= ~70% of the decline in
OxyContin tablets over
the Mar- Jun 2013 time
period is attributable to
Walgreens

McKinsey & Company | 79
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The number of Walgreens pharmacies purchasing high-dosage OxyContin

has fallen significantly...

Number of WAG stores with any purchase of OxyContin, by dosage

# of siores

AWl pIepuRlS WRIseT NY 6% L £102/EL/6 POIIPOI 1sB7

= Number of stores
purchasing have
fallen the most
between Q4
2012 and Q2
2013 for the
high dosages

Oct - Dec 2012 Apr—Jun 2013 Change % Change
10 mg 4944 4331 -613 -12.4%
20 mg 5646 4993 -653 -11.6%
30 mg 3666 3044 -622 -17.0%
40 mg 4988 4299 -689 -13.8%
60 mg 3046 2399 -647 -21.2%
80 mg 3865 3190 -675 -17.5%
Any 6943 6661 -282 -41%
dosage
SOURCE: OMS
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...and Walgreen’s purchasing declined much more steeply for high-dosage

OxyContin

Change in bottles purchased by Walgreens and all others, by dosage
% change between Q1 2013 and Q2 2013

-12

-18 -

-25

27

10mg 15mg 20mg 30mg (40mg 60mg 80mg Al

Walgreens  All others

* 40, 60 and 80mg
units declined
~25% faster
than 10mg units

AWl pIepuRlS WRIseT NY 6% L £102/EL/6 POIIPOI 1sB7

= Qverall market
tended to see
faster declines in
high-dosage
units, but
Walgreens
showed a far
faster decline in
high dosage
units

Sl plepuels waises Wd 62:2t £102/61/6 palulid

SOURCE: OMS
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Walgreens’ purchasing of Butrans also declined more compared other
pharmacies, but not to same extent as OxyContin

Butrans Pharmacy Purchases, Walgreens vs. others
Thousands of Packages

% change
from Q12013
to Q22013

34
32
30
28
26
24
22
20

(e BN A R *2)

Others

-6.0%

o /
o N y 2 I ¢ Walgreens @

Sep-12 Nov-12 Jan-13 Mar-13 May-13

SOURCE: OMS
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= Walgreens’
purchasing of
Butrans has
also declined
more between
Q1 and Q2
2013 compared
to other
pharmacies
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IMS and PHAST data both show no evidence that mail order is offsetting
TRx losses from chain pharmacies

OxyContin TRx by channel

Thousands of TRx Q12012 | Q22013
IMS
825
790 'y . 9% (75k)
366 357 ¢ 2% (8.9K)
]
s Dy -15% (2.6k)
Chain pharmacy Independent Mail order
pharmacy (Standard
PHAST and specialty)
5300 1,239

Y -5% (61K)

15 14

Retail’

A 2% (0.3k)
Mail order

Chain pharmacy
volume decreased
by 9% (75k scripts),
while mail order
declined by 15%
(2.6k scripts) —
providing no
indication that mail
order has offset
declines in chain
pharmacy volumes

2wl plepuRlS WeIsed NY 6% L £L0Z/EL/6 POIIPO 1sB7

This relationship
holds even when
we focus on Q1
2013 vs Q2 2013
(e.g., time of
Walgreen’s GFD
implementation)

Bl prepuels ulsises Wd 6¢:2t £102/E1/6 palulid

1 Retail in PHAST data includes chain pharmacies, independent pharmacies, and food stores

Source: IMS: PHAST
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Even by dosage, there is little evidence that mail order is offsetting
declines at the chain pharmacy level

)
OxyContin TRx by channel and dosage 5
Change between Q1 2012 and Q2 2013 g
Dosage Channel Q12012 TRx Q22013 TRX ' 9%change | i org
i u att ordaer :§;
10mg  Chain 160998 151210 | -6.1 : volume declined | &
Mail order 2571 2104 | 18.2 : fo,[[ r?'t'hs”eng’fh&
............................................................................................ | wi e s
20mg Chain 217528 194323 5 -10.7 ! exception of :
Mail order 4868 3941 ! -19.04 ! 60mgs )
"""""""""""""""""""""""""""""""""""""""""" EY
30mg Chain 75490 80619 ! +6.8 I * Even for QOmgsl»,
- i : increase in mai 5
.............. '\_/I_ @_”_9_@_91__________lcf’ﬂz_______________J_Q?’..SM-______n________‘_2,3_-9_______: order volume %
40mg Chain 171146 144114 ! -15.8 ! (+75 TRx) does | 3
Mail order 4285 3643 . -149 ! not Sj[gnr:flpantly
----------------------------------------------------------------------- boo e offset chain 2
60mg Chaln 61 827 59931 : ‘31 5 VOIume decllnes %
______________ Mailorder 1204 1279 | = +62 | (-1896) :
80mg Chain 115799 93401 ! -19.3 !
Mail order 3307 2903 D 123!
b e e e o v e e e e
Source: IMS McKinsey & Company | 84
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Managed care — executive summary PRELIMINARY

= To date, Purdue has successfully maintained strong tier and rebate position in Commercial plans though it faces
a more challenging environment in Medicare Part D

— Medicare Part D is the only growing segment of the business, increasing from 23% to 29% of OxyContin TRx from
2010-12

— OxyContin share in all market segments (Part D, Commercial, Medicaid) declined between 2010 and 2012
— While Commercial has maintained a relatively high level of access, Part D plans have much more restricted access

= Formulary status has a significant impact on OxyContin share of ERO, for both Commercial and Part D
— In Commercial, OxyContin has 32% share of ERO among plans with Pref. Branded Access and 22% share of ERO
among plans with no formulary coverage. In Part D, OxyContin share is 28% in plans with Pref. Branded Access and
11% in plans with no formulary coverage.
— In Part D, OxyContin is best keeping up with overall ERO growth in plans where OxyContin has Pref. Branded Tier
access

QU] piepuelg Welse3 NV 6v' L1 €L0Z/EL/6 POIIDON ISET

= There have been several key adverse changes in formulary status for OxyContin in recent years, mainly in Part D
— Changes in formulary status have substantially impacted OxyContin TRx volumes
— Moreover, formulary changes in Part D can “spillover” into Commercial plans

= However, substantial variation in share even for territories with similar levels of access suggests opportunities
for better pull-through

= While payors see pain as a relatively stable class, rebates mentioned as one reason why OxyContin continues to stay on
Preferred Branded tier

— Management of pain category overall is stable in outlook — rebates mentioned as one reason why OxyContin stays on
Preferred Branded Tier

— Lack of differentiation among opioids in the market, but wide range of options is important

— Pain is a relatively important category in formulary, but behind oncology and other higher-cost drug types

— Differing levels of awareness about AD reformulation

— Even with AD benefits, cost savings of generics is heavy counterweight to using more expensive AD formulations

S| plepuels Wsises Wd 6¢:2t £102/61/6 Polulid

McKinsey & Company | 86
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Medicare Part D is the only significant and growing book of business
for OxyContin

Distribution of OxyContin TRx by plan type CAGR, TRx
%o (2010-2012)

= As Medicare’s
percent share of
insured increases,
Purdue will need to
actively address
reimbursement
pressures

QI PIEPURIS LIRS NY 6% L £102/EL/6 POIIPOI 1sB7

Commercial .

* Primary growth
driver for

aullL pIEPUELS UISISER Nd 6¢:¢t £10¢/€1/6 PolUlid

Part D OxyContin Part D
'Medicaid was likely the
increase in covered
Cash .
5 population
‘Managed
'Medicaid @
2010 11 12 YTD13
SOURCE: IMS McKinsey & Company | 87
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... but OxyContin’s share of the ERO market is declining in all significant
segments, including Part D

2010 and 2012 share of ERO TRx
% 2010" [ 2011t B 2012

30.430.1
+28.6

26.004 8

AWl pIepuRlS WRIseT NY 6% L £102/EL/6 POIIPOI 1sB7
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Cash Commercial Managed Medicaid Part D Total
Medicaid

12010 and 2011 coincides with period of reformulaton rollout and exit of generic OxyContin from the market

SOURCE: IMS McKinsey & Company | 88
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To date, Purdue has maintained a strong tier and rebate position in
commercial plans, but has faced a more challenging environment in Part D

% of ERO TRxs by OxyContin formulary status

Commercial Medicare Part D

Off
formulary

3 8 o

awll plepuRlS Walsed NY 6% L £102/EL/6 POIIPOI 1sB7

Off = InPartD, a
formulary significant fraction
UnMapped? of ERO Rxs fall
under plans where
Non | UnMapped' OxyContin is not on
. Non formulary
Pref. -
Branded Pre. = Assuming Medicare | z
Branded continues to grow 2
at current rates and | 2
Pref. Pref. Commercial plans | 3
Branded Branded decline, significant | 2
value is at risk %
2010 11 2012 2010 112 2012 B
Avg. 12% 11% 22% 26%

rebate

1 UnMapped refers to ERO TRxs written under plans where the formulary status of OxyContin is unknown or cannot be systematically matched into a
database with formulary status information
2 Aetna Part D, WellpointPart D, and Silverscript go off formulary in 2011; Silverscript comes back on formulary at the end of 2011

SOURCE: IMS, IGallery, Managed care agreement logs McKinsey & Company | 89
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Coverage has an impact on market share in both Commercial and Part D

Oxycontin share of ERO TRxs, 2012
%

Commercial Medicare Part D

Il PIBpURIS WRISeT NY 6F: 1L £L0Z/CHE POIIPOI 18E7

QWL prepuelS uleises Wd 62:2t £L02/E1/6 PRlUlid

Pref. Non Pref.  Not on UnMapped Pref. Non Pref.  Not on UnMapped
Branded  Branded Formulary Branded Branded Formulary
Access Access Access Access
SOURCE: IMS data, |1Gallery data (Purdue internal data McKinsey & Company | 90
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In Part D, OxyContin growth is best keeping up with overall ERO growth
in plans where OxyContin has Preferred Branded Tier access

2011-2012 Growth rates
CAGR %

ERO
21 ~ OxyContin

AWl pIepuRlS WRIseT NY 6% L £102/EL/6 POIIPOI 1sB7
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Pref. Branded Non-Pref. Not on Formulary UnMapped Overall
access Branded access

Oxy formulary status: PartD

SOURCE: IMS, IGallery McKinsey & Company | 91
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There have been several key adverse changes in formulary status for

OxyContin in recent years Percentage of
overall ERO
Formulary ERO TRx 2012 market with g
Payor change Period Rationale (000s) payor (%) g
Humana Removal from 2009 - present = Dissatisfied with rebate levels 107k (Comm) 0.5% (Comm) %
(Part D) formulary » Decreasing service to dual-eligibles 863k (Part D) 3.7% (Part D) §
overall ot
Aetna Removal from 2010 - present = Dissatisfied with rebate levels 219k 1% §
(Part D) formulary * Desires to move away from ;%’1
™ . ) ) g
= perceived OxyContin patients 2
ol A §
= Caremark Removal from Jan 2011 -Nov = Dissatisfied with rebate levels 1,213k 5.2% §
3 (Part D) formulary 2011 (Silverscript)’ (Silverscript)? 3
B L s e e KR R R A R A BT R E A R A A R E A AN K E A E A A E KR A A A EAEERAE KR A M A KK E A E A KA K EA S A KKK K E A KK E KR A EA A EE R A EE K E A KK A E AR E N K E A E A K E A E A A K E KA KA E A E A AN K E A EA A E A E A KN K EAE A A KA E A AN KA A A KA EERA A EANAEAEAEAKANRHANAE
3 Wellpoint Removal from Jan 2011- * Dissatisfied with rebate levels 168k 0.7%
_g (Part D) formulary present = Views class as very generic 2
I e e e e e R R R L L L ELEE é
= Kaiser Removal from - . - 22k 0.1% z
‘E (TBC) formulary 2
i
Regence New PA Late 2011 . 58k 0.2% o
(Comm) requirement g
UHC Removal from Jan 2014 » Dissatisfied with rebate levels 146k 0.6% §
(Part D, MA) formulary * | ack of differentiation of OxyContin =
2 UHC (Part D, Removal from Pending * Dissatisfied with rebate levels 1,280k 5.7%
5 PDP) formulary = Lack of differentiation of OxyContin
o
o
1 In the IMS data, there is a dip in Oxycontin’s share of ERO Rxs for Silverscript from 21% in 2010 to 18.7% in 2011, and back up to 22% in 2012.
Oxycontin was placed back on formulary in Nov 2011, partially triggered by the acquisition of Member Health by CVS (Member Health had apreviously
negotiated contract with Purdue)
SOURCE: Internal interviews: Fingertip Formulary McKinsey & Company | 92
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Changes in formulary status in Part D are driven by genericization,
government actions, and perceived profile of OxyContin patients

Genericization of the class

off patent
= Majority of ERO scripts are
written for generic products

* Branded products have gone

Government actions
= Decline in reimbursement rates

for MAPD and capitation for
Medicare Advantage,
combined with increased cost

of managing elderly increases
cost pressures

Increased scrutiny of products
with possibility of abuse

aWIL pIBpURlS Welsed WY 6F: L1 £102/CH/6 POIIDOW 1sB7

Perceived lack of
differentiation of OxyContin

= Lack of head-to-head studies
showing difference in clinical
outcomes (e.g., pain
management, ability to return
to work)

Lack of data showing financial
benefit of OxyContin to payors

Perceived profile of OxyContin
patients

= OxyContin patients seen as
high-cost patients who are
undesirable for many payors

= Payors see restricting access
to OxyContin as way to avoid
attracting these patients

= Even if patients may be shiftin
abuse to other EROs, payors (e.g., fewer emergency room
are more tolerant of this visits, lower utilization of other
because drugs are cheaper services)

S PIEpUBLS USISeS Nd 62'2t £102/€1/6 PRlUld

SOURCE: Internal and external interviews McKinsey & Company | 93

139
CONFIDENTIAL TREATMENT REQUESTED PURDUE-COR-00016586

NOT FOR CIRCULATION/COMMITTEE MEMBERS AND STAFF ONLY



Market share and growth of largest plans by volume — Commercial

Sorted by ERO market size

TR Oxy share of ERO

2012 ERO %‘(’)m X (}‘;’ g

TRx e : Formulary g

(000s) 2011 2012  2011-2012 delta 2012 2011-2012 delta status’ g
Medco Hlth Solutions Unsp. 1585 543 515 -28 32 -1 Pref. Branded %
United Healthcare 500 179 173 -6 35 -1 Pref. Branded ‘é
Tricare 475 163 146 47 31 -1 Pref. Branded |
Express Scripts Unspec 422 132 131 -1 31 -2 Unmapped %
......................................................................................................................................................................................................................... =
Advancepcs Unspec 408 116 122 6 30 Brnerﬁga%rﬁgg ed/
Fdll .......... /FEHB .............. 3 53 ........... 1 05 ....... 1 10 ........................................ 5 ...... 3 11 ............... B .
A i Attt oY .. BN SR, ... W Unmapped .
BCBS Wellpoint/Anthem? 349 142 113 -29 32 Pref. Branded g
Workers Comp — Employer? 310 119 109 -10 35 -1 Pref. Branded g
---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------- g
Aetna Inc. 304 112 96 -16 32 -1 Pref. Branded g
Cigna 254 78 83 S 32 -1 Pref. Branded g
All other third party 243 39 40 1 16 -1 Unmapped 3
Walgreens Hith Init Unspec 240 40 36 -4 15 -3 Unmapped
BCBS Healthcare Service 229 64 62 2 27 -2 Pref. Branded/

Non Pref Access

1 Many payors have plans that vary somewhat in formu lary status. However, the dominant formulary status is listed here.
2 Wellpoint lost 7mn patients during this time perio d, helping to explain why OxyContin scripts fell significantly with this plan but share was not impacte d.
3 Worker’s Comp does not have a formulary; however, the level of access appears to be most comparable to a Pref. Branded tier from internal interviews.

SOURCE: IMS data, Fingertips data McKinsey & Company | 94
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Market share and growth of largest plans by volume — Part D
Sorted by ERO market size

2012 ERO (2(?(;()2@}0)(3’ TRx (2080;2 Oxy share of ERO é
TRx Formulary 5
{000s) 2011 2012 2010-2012 delta 2012 2011-2012 delta status’ e
UHC/Pacificare/AARPMedD 1,748 570 528 42 30 0 Mixed §
S”verscnpt1213 ........... 1 7526287 .......... 2 23 ........... PrefBranded ...... 8%
Hu‘mana 863 57 4 5 | 5 -l NC @
UmversalAmencancorp ................ 722330 .............................. O 0 ...................... U nmapped ........... %
Coventry Health 431 56 69 13 16 - NC
Wellcare Health Plans 297 13‘ 16 2 5 -1 NC %
C|gna ............................................... 269738310311 ........................ P refBranded ...... %
Healthspring/Bravo 261 0 29 2 8 1 NC g
Health Net Inc. 254 52 71 19 28 0 Non Pref Access/ 5
ESI/Medco Med PDP 239 70 80 10 34 0 Pref. Branded §
Aetna Inc. 219 27 29 1 13 -5 NC :
Bcbs Wellpoint/Anthem 168 56 34 -22 20 -3 Mixed
United American InsCo 79 13 21 9 27 -4 Mixed
1 Many payors have plans that vary somewhat in formuary status. However, the dominant formulary statusis listed here.
SOURCE: IMS data McKinsey & Company | 95
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Changes in formulary status have substantially impacted
OxyContin TRx volumes

Total OxyContin TRxs, 2010-2012!

g
000s
Aetna Part D: -39k in TRX | | potna part D: +1.2k in TRx | | 20t Packon
Silverscript: -10k TRx Wellooint Part D: -22k TRx formulary with =
Wellpoint Part D: -6k TRx P ' Silverscript: +87k
6,015 N / z
5,730 g
21 202 5,507 E
Part D 118 o
’ 1,543 .
20% of 2010- 9% of 2011-
2011 TRx 2012 TRx g
_ decrease decrease 8
Commercial B
Managed §
Medicaid g
Medicaid —
Cash ; E
20101 Plans with  Other 20111 Plans with  Other 2012
formulary formulary
status status
changes changes
1 2010 and 2011 coincides with period of reformulaton rollout and exit of generic OxyContin from the market
SOURCE: IMS, Internal interviews McKinsey & Company I 96
142
CONFIDENTIAL TREATMENT REQUESTED PURDUE-COR-00016589

NOT FOR CIRCULATION/COMMITTEE MEMBERS AND STAFF ONLY



Loss of Part D formulary can spill over into Commercial B Year of to OxyContin

loss of Part D

Summary of OxyContin performance in Aetna plans post loss of Medicare formulary status in
Part D formulary status Jan 2010

OxyContin ERO share

]
o

Aetna Part D Aetna Commercial
Incremental $17M Incremental $2M
revenue had Purdue if Purdue had
retained share retained share
37

AWl pIepuRlS WRIseT NY 6% L £102/EL/6 POIIPOI 1sB7

35

33 4 l 4%

—
e

//Tn comparlson
OxyContin share of
ERO in all
Commercial plans

with Pref. Branded
\ Access declined only

Sl plepuels waises Wd 62:2t £102/61/6 palulid

5.6% between 2009
“‘m and 2012 (33.7% to
. - -
2009 2010 2011 2012 2009 2010 2011 2012
Oxy TRx 42 67 27 29 159 145 112 96
SOURCE: IMS PlanTrak; Purdue iGallery data; Purdue interviews; Team analysis McKinsey & Company I 97
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Even across territories with equal access situations, there is differential

AWl pIepuRlS WRIseT NY 6% L £102/EL/6 POIIPOI 1sB7
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pull through
% of EROs
where OxyContin
Territory pair OxyContin share of ERO State on formulary
Cherry Hil 49 NJ ~60%
Long Branch 38
Goldsboro 22 NC ~55%
Burlington .- 33
Houston Central 22 TX ~45%
San Antonio North 14
North Atlanta 16 GA ~45%
Savannah 24
West Chester 28 PA ~45%
Scranton %39
SOURCE: IMS, IGallery McKinsey & Company | 98
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While payors see pain as a relatively stable class, rebates mentioned as
one reason why OxyContin continues to stay on Preferred Branded tier

Themes from interviews Example quotes g
=
Management of pain category “I think this category is pretty much settled... we’ve only just g
overall is stable in outlook added some step edits to increase generic utilization... OxyContin %
rohatos mentidned 4 sne has been on preferred tier for very long time... really no plans to 8
reason why OxyContin stays move it anywhere because we would lose rebates and also it was -
Pl i B T recently reformulated with abuse deterrence” z
---------------------------------------------------------------- ) ------------‘--------------------:--------------------- lnterViewed ex erts %
Lack of differentiation “No products that really stand out/ differentiated... butimportantto | _wiputes in clu% o )
among opioids in the have wide range of opioids available for prescribers... important - Perspectives from §
market, but wide range of from a clinical perspective because people react differently to pain SE West and NE | 2
options is important medications and have allergies” = Experience in
:‘...............‘..............................................................................M......:...................................: ..... plans With 200k tO _:g
Pain is a relatively important  “Pain is 4-5% of my total spend — somewhat important but heavily 5.5mn lives 3
category in formulary, but driven by generics... [there’s] no differentiation among pain = Pharmacy Ops e
behind oncology and other medication — it's one big bucket” Manager, 5
higher-cost drug types Regional Medical | &
S Director, and =
“I haven’t seen anything that has blown me away... the jury is still Pharmacy |
Differing levels of awareness Out... | don'tthink the sample sizes are large enough for our kind Director A
about AD reformulation of population” g
(%!
Even with AD benefits, cost ' If it could be proven that the product decreases/ eliminates
savings of generics is heavy  abuse, yes, payors would consider it... but bottom line is very
counterweight to using more important, just having clinical advantage might not be enough”
expensive AD formulations
Note: Refer to full summary of payor interview notes for details
SOURCE: Payor expett interviews McKinsey & Company | 99
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OxyContin appears somewhat under-resourced on MSLs
compared to industry benchmarks

Medical Field FTE per 1$B peak product revenue

Most relevant
comparisons

Purdue

Benchmark
by lifecycle
stage

&

OxyContin!
11+ years
6-10 years

2-5 years

Peri-launch

_ (+-1year)

2.7

2./

14.7

18.8

20.9

* Even compared to
products 11+ years

old, OxyContin seems
under-resourced on
MSLs who focus on

building field suppo
for products

* OxyContin may need

higher level of MSL

resources, even given

its age, due to AD
reformulation

= ~B-7 additional MSL

FTEs would bring
OxyContin to
benchmark

AWl pIepuRlS WRIseT NY 6% L £102/EL/6 POIIPOI 1sB7

rt
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1 6 MSLs for $2.2 bn net OxyContin sales in 2012. Only MSLs dedicated to field information dissemination were counted.

SOURCE: Purdue Medical Affairs; McKinsey benchmarks
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Current Purdue MSL practices vs. industry practice

g
Current Purdue practice Industry practice g
= Avoid bringing in MSLs = MSLs target payors for :
Payors unless payor makes delivery of medical content
unsolicited request related to product 2
= MSLs do not target any = MSLs target KOLs for §
Prescribers  Prescribers (including KOLs) delivery of medical content w
to deliver OxyContin-related related to product g
medical information * MSLs may also target other ‘j
prescribers who have unmet E
medical information needs

SOURCE: Purdue HECON: Purdue national payor accounts: Purdue Medical Affairs; McKinsey experis McKinsey & Company | 102
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Potential leverage points to defend & bolster OxyContin PRELIMINARY
position in the market

Current perceptions Potential data to generate/disseminate §

* Physicians believe €@ Randomized trial analyzing abuse rates | Key Questions to g
OxyContin has equal or for OxyContin v. other ERO products address 2
greater risk of abuse relative = How much of this B
to other products () Real world IR v. Oxy abuse rates data exists already :

--------------------------------------------------------------------------------------------------------------------------------------------------------------- but iS not We” %

= Physicians are unaware that @) Poison control center cases by type understood by g
certain types of abuse relative to prevalence of product physicians? s
(ipjecting, snorting) are no = What additional data :
higher with OxyContin could support these
relative to other products and what would it

--------------------------------------------------------------------------------------------------------------------------------------------------------------- take (resources’

* Unclear long-term efficacy ¢ Data showing lower rates of immune timing)?

suppression, endocrinological problem = What are the best

dissemination
channels for different
stakeholders? What
resources (e.g.

@ Lower switching v. comparators (e.g.
ER morphine)

Sl plepuels waises Wd 62:2t £102/61/6 palulid

* Payors: Abuse—deterrent @ Estimates of cost qf tabuse (e.g. MSLs) are required?
OxyContin does reduce emergency room visits) and prevalence :
costs of abuse but does not of abuse in particular payor’s population |* Whatis the overall

message?

lower the overall formulary
cost due to price v. Gx
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OxyContin is resourced well below benchmark Sales

Sales & promotion cost per dollar revenue’

%
9.1
75 |
Oxy 60-70% Opana sales force .
lower than averaged ~680 v. ~525 £
7.6 4.7 benchmark for OxyContin in 2012

' ——

3.0 1

2.4

Primary? Specialty® OxyContin

Benchmark for
mature brands

SUILL prepuElS Wieise3 Wd 62:2t £102/E1/6 pPalulid

1 DTC cost removed from benchmark set; Sampling is ncluded (~0.4% of revenues); 2012 numbers for Purdie — 2013 allocation may be different
2 N=6; average revenue of $1.9B; average of 3 yearsbefore LOE. Average time on market 11 years (range 7-18 years)
3 N=4; average revenue of $1.1B; average of 2 yearsbefore LOE

SOURCE: McKinsey Commercial and Medical benchmarking; Purdue Finance: Encuity research; Team analysis McKinsey & Company | 105
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Patients play a limited role in the treatment pathway (1/2)

Key themes Supporting evidence
Prescribers are = “ltry to get all my patients on EROs, the problem is that going to EROs is a financial burden”-
concerned about Anesthesiologist

cost to patients = “I would love to use a long-acting narcotic, but (...) it's expensive- Internist

= “They’re still expensive, and patients don’t prefer them. At the end of the day, it's hard to push for
them if you have cheaper drugs” — Staff Anesthesiologist and Pain Specialist at large hospital

= “Cost is (my) main driver of decision making”- Primary care practitioner

= “Insurance companies will pay...it's just a huge copay (for the patient). | often warn patients in
advance”- Private Practitioner

Il PIBPURIS WRISe NV 6% L1 £L02/EL/6 POIIPO 18B7

= “The best deals (for patients) out there are where company give (copay) cards saying that patients
will pay no more than certain amount” — Orthopedic surgeon

Some patients are = “Usually | don’t have problems, patients have pretty good idea of what’s out there as they were

concerned about referred and have experience with many pain meds”- Anesthesiologist
use of narcotic - , , . , , .
drugs = “Patient reaction to drug prescribed varies by patient, though usually strongest negative reaction

to methadone, heroine, though they also have heard of OxyContin”- Physical Rehabilitation and
Pain specialist

= “(Some) patients want to avoid narcotics at all cost, but need this to counter drug side effects (of
other drugs like NSAIDs)- Interventional Spine and Pain Management

Sl PIEPUELS UWIBIseS Nd 62:21 £L02/E1/6 Palulid

= “There are still some people out there who want to avoid narcotics™ Internist

= “Some patients are resistant to narcotics, but most want to just control pain. | explain to patients
that they may need opioids to control pain”- Anesthesiologist and Head/Neck surgeon
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Patients play a limited role in the treatment pathway (2/2)

Key themes Supporting evidence

Prescribers consider = “I (typically) start with NSAIDs if | can, recognizing that NSAIDS are not benign drugs... | am

a variety of factors anxious about treating (certain types of patients) with NSAIDS (due to side effects like stomach
specific to each ulcers)’- Primary care practitioner /internal medicine

patient when treating

: = “| start with NSAIDs; if (pain) becomes more chronic, | add Lyrica or Cymbalta, (especially) if pain

pain is nerve related. Opioids are my last resort’- Primary care practitioner

= “(I consider) pain type, drug history, insurance coverage (when prescribing a drug). (I see) most
economic issues for opioids”- Anesthesiologist and pain specialist

oWl piepuelg welses3 NV 6v: LI €LOZ/EL/6 POHIPOW ISET

= “Patients will often have a preference- Attending physician at major hospital

S plepuels ulsises Wd 62:2t £102/E1/6 Polulid
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Oxy share of ERO market is significantly higher in territories in which
median household income is higher

Territory rank by

income!

median household Oxy ERO market share

2012, %

Example territories

Bottom quintile

2nd quintile

3rd quintile

4th quintile

Top quintile

21.4

22.0

23.2

25.3

28.4

Cleveland North, OH
London, KY
McAllen, TX

Greensburg, PA
Hickory, NC
St Louis Metro, MO

Denver, CO
Jacksonville North, FL
Columbus West, OH

Northwest Oklahoma
Arlington, TX
Wheat Ridge, Colorado

----------------------------------------------------

Manhattan East, NY
North Nassau, NY
Reston, VA

1 Based on zip-level household income data weightedby population

SOURCE: IMS: Census
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May be
opportunity to
better target
programs aimed
at co-pay
assistance to
patients in lower-
income areas
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— Interview notes
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Overview of prescribers interviewed to date

Total # of prescribers interviewed: 20

Specialty split: PCPs (7), specialists (13)

Geographical split: CA (1), GA (1), IL (1), ME (2), MD (2), MO (1), NH(1), NJ (2), NV(1), NY(4), PA (3), VA (1)

= Pain Management and Physical Medicine and Rehabilitation, Director of Pain Management at hospital
= Pain Specialist, private practice

= Medical Director and Principal Investigator at Cancer Pain Management and Palliative Care center, board certified in in
Anesthesiology, Pain Medicine and Addiction Medicine

Board certified in Physical Medicine and Rehabilitation and Pain Management

Orthopedic surgeon

Attending physician at major hospital

Specialist in acute cancer, chronic pain, and anesthesiology

Chief of Interventional Spine and Pain Management for regional health system

Medical Director at pain center, trained in Anesthesiology and Head and Neck Surgery

Physician of internal medicine

Anesthesiologist and Pain Management Physician and major hospital

Addiction specialist

Pain specialist in private practice

Internist with private practice

Private practitioner with pain fellowship

Primary care physician in Family Practice

Family Practitioner and Assistant Professor at large University

Primary care physician in larger practice

Primary care physician in small group practice

awll pIepuRlS WRIse NY 6% L £102/EL/6 PBIIPON 1B

Sl plepuels waises Wd 62:2t £102/61/6 palulid

McKinsey & Company | 112

157
CONFIDENTIAL TREATMENT REQUESTED PURDUE-COR-00016604
NOT FOR CIRCULATION/COMMITTEE MEMBERS AND STAFF ONLY



Summary of prescriber interviews FOR DISCUSSION

Theme Interview Quotes

Opioids are an effective class = “Very good, strong medications, very good relief, only problem is they don’t want them to
of painkillers, although side be first line of treatment” — Medical Director of major pain center

effects and addiction area . “Eyen patients with acute post-surgery pain prefer pain to side effects of those meds” —
concern Physician specializing in pain control

= “If you remove opioids totally from the picture there’s no way to treat a lot of types of pain
patients’— Anesthesiologist and pain specialist

= ‘Short term use of opiates is highly efficacious, however concerns about safely arise for
longer-term use” - Medical Director of major pain center

= ‘Opioids are often the preferred choice for treating long-term treatment, as side effects for
NSAIDs can be more severe” — Primary care physician

awIl pIBpURIS WeIseT NY 6% L €102/€1/6 POIIPOIN 1587

Mixed views on abuse = “Win-win for everyone, as long as price is ok” — Experienced internist and anesthesiologist
deterrence highlight AD as
positive factor, but caution that
oral abuse is still possible

"The FDA decision [on OxyContin] should carry weight...data would very valuable...should
be incentive to use this medicine®- Addiction specialist

= “For some people it probably matters, for example first time prescribers and non-
specialists. For specialists it doesn’t make much of a difference because they knew
before” — Medical Director of major pain center

S| PIEPUELS ULBISES Nd 62'2) £102/E1/6 PRlUlid

= “] don’t know how effective abuse deterrence is in practice...Just because you can’t crush
something, doesn’t mean you can’t eat all your pills at once” —Primary care physician
specializing in internal medicine

= “The only abuse deterrence | would put any stake in is when you add niacin (to prevent
oral abuse)”- Anesthesiologist and Pain Management Physician at major hospital

(See next page for additional quotes)
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Summary of prescriber interviews FOR DISCUSSION

Theme Interview Quotes

Mixed views on abuse (continued)
deterrence highlight AD as
positive factor, but caution that
oral abuse is still possible

“Abuse deterrence is a good thing...l would choose abuse deterrent drugs every time, IF
patient insurance covers it” — Anesthesiologist and Pain Management Physician at major
hospital

= “There are several studies on abuse deterrence out there...what we need is information
from trustworthy sources” — Anesthesiologist and Head/Neck surgeon

* | had extremely curtailed the prescription for OxyContin, but now that | see the clinical
difference, | am much more comfortable writing for it’- Private practitioner with pain
management fellowship

SUWll piepuelS WRISES NV 61! LI €102/€1/6 POIIPO IsB7

= “if there is enough education, we may be using them more frequently, to mitigate abuse
(theft, family abuse, patient abuse), in the end it doesn’t really hurt anyone to the extent
that | understand the technology”- Family Practitioner

SULL plepuels uleises Wd 62:2t £102/E1/6 PRlulid
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Summary of prescriber interviews FOR DISCUSSION

Theme Interview Quotes
Prescribers fear legal = “The prescriber pool will most probably shrink, as fewer prescribers want to deal with the
consequences (DEA, revoked issues around opioid prescriptions, such as abuse” — Director of Pain Management

license) of prescribing opioids,

leading to more referrals to

pain specialists and decline

of prescriber pool *= “The DEA s always a concern. As long as you keep good records, drug test patients, take
appropriate action, | don’t think it's a problem. In the next few years I’'m not sure what’s
going to happen though”- Anesthesiologist and Pain Management Physician at major
hospital

“We see more fear and warnings about opioids, including concerns about legality” —
Primary care physician

*= "The DEA hasn't really changed anything | do. | am trained and have the proper
documentation and know how to monitor patients appropriately. | work with local DEA
field agents*- Pain specialist

QU] piepuelg uwelses WY 61! LL €L02/EL/6 POIIPO 1seT

= “I've had investigators from district attorney’s office to get information on patients...
People get checked on all the time [by the DEA]...[there is] a lot more scrutiny.” — Pain
specialist in private practice

= “The new trend seems to be more PCPs referring pain patients to specialists to insure
themselves against issues of overdosing and side effects” — Attending physician at major
medical center

* ‘“There seems to be a growing trend of referrals to pain specialists today- Doctors
prescribe lower doses of narcotics, and even pain specialists move away from opiates.
This is likely driven by increased media attention, high abuse rates, and prescribers
fearing regulatory and legal complications” —Medical Director of major pain center

Sl pIEPUELS USISeS Wd 62'2) £102/E1/6 PRlulid

= “Treating chronic pain requires a specialist...on top of that, there are all the DEA and legal
concerns about opioid use, (such that) PCPs want specialists to manage that” — Primary
care physician
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Summary of prescriber interviews FOR DISCUSSION

Theme Interview Quotes

Prescribers report rising rate = “[There’s been] a big change in dispensing by pharmacies...Access to oxycodone has
of pharmacy access issues, been extremely difficult, even for people who are fairly well known to pharmacists...
affecting their patients and patients get flat out denied several times a week” — Private practitioner in state with tight
prescribing behavior opioid controls

= “| think [pushback from pharmacies] does impact my prescribing behavior... | will think |
don’t want to prescribe this because I’'m going to get pushback ... then | will prescribe
something that will get less push back... a different drug and/or lower doses” — Primary
care physician in small group practice

= “Pharmacies are definitely getting more strict with pill counts too. Sometimes it feels like
they’re overstepping their boundaries a little”- Pain specialist in private practice

Wil pIBpURIS WBISeT NY 6% L L £L0Z/CH/6 POIIPOIN 1B

= “If the # of pills is greater than 120 pills, that generates a call back from the pharmacist”-
Private practitioner with pain management fellowship

= “Patients went to many pharmacies [in Manhattan] and most pharmacies don’t dispense
OxyContin” — Physician specializing in pain control

= “There is much more communication today amongst pharmacies (on opioid prescriptions),
which is becoming a limitation to patients”- Primary care physician

S| pIEpUELS UeIses Nd 62'2t £102/E1/6 PRlulid
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Summary of prescriber interviews FOR DISCUSSION

Theme Interview Quotes

Managed care access limits = “Older generic medications are usually better covered, for example methadone” — Medical
prescription choice and Director of major pain center

available options = “OxyContin is a very good drug, good molecule, pretty well tolerated and has a very wide

dosage range. It is less widely covered by insurance, which is sad because now it’'s
actually less abuse-able” — Experienced anesthesiologist

= “Rejections happen more often every day...very frustrating, unclear what insurance will
cover what drug” — Physician specializing in pain control

= “Insurance is biggest determinant; payers determine formulary, risk profile of patient, and
potential medical problems. Won'’t pay for branded one-third of the time.” — Physician
operating several pain practices

QUL piepuelg WeIsES NY 6v: LL €L0Z/C1/6 POIHPOW is87

= “About 20-25% of my chronic pain patients will come back to to tell me that insurance
denied the script. Sometimes the pharmacy contacts the physician and asks for a
supplemental script, or patients will pay cash difference” — Attending physician at major
hospital

= “Physicians get slapped on the wrist (for prescribing more expensive drugs), and need to
stay with generics” — Primary care physician

= “Costis a main driver of deciding what drug to prescribe to patients...Outpatients are still
largely driven by cost and tiers, which makes prescribing generics and narcotics the
easier choice” — Primary care physician

S| plepUElS UeIses Wd 62'2t £102/E1/6 Polulid
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Summary of prescriber interviews FOR DISCUSSION

Theme Interview Quotes

Managing patients on opioids = “Treating patients with chronic pain now requires much more management, including
takes increasing amount time  contract agreements, drug testing, and patient record keeping to avoid legal
and resources complications” — Attending physician at major medical center

= “The patient population is annoying, the documentation is annoying. A lot of my
colleagues decide to stop doing opioid prescription later in their career (because they are
tired of the hassle)’- Anesthesiologist and Pain Management Physician at major hospital

= ‘PCPS are increasing referrals to specialists, partly because of the big hassle around drug
testing, pain contracts, and patient monitoring” — Anesthesiologist and Head/Neck
surgeon

SWIL PIBpURIS WIS NY 6% L £10Z/EH/6 POIIDOIN 18B7

= “There is a lot more work involved. At some point there will be too much work”™- Pain
specialist in private practice

* “We need these [drug screening] resources because of the nature of our practice” Pain
specialist at major pain clinic

= “l just don’t want more paperwork...l want to use narcotics, but | use them less due to
more oversight”- Family Practitioner

= “[Prescribing opioids] is a big burden, has made us a little worried...getting cumbersome
for what it was worth”- Primary care physician in larger practice

S| PIepUBLS UeIses Wd 62:2) £102/E1/6 Polulid

= “| spend at least 2 hours per week receiving calls from pharmacies [about opioid
prescriptions]... and that’s not even counting the calls that my staff is handling... we talk
about this often at our office meetings” - Primary care physician in small group practice
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Summary of prescriber interviews FOR DISCUSSION

Theme Interview Quotes

Prescribers are writing for = “l try to use more long-acting opioids (to reduce pill count) and try to prescribe fewer pills
fewer pills and lower and lower strengths... because it’s less to worry about... less potential for addiction and
strengths, and increasingly diversion™ Primary care physician in Family Practice

referring patients to pain

specialists = “[There’s] increased review of physician practice. Many of my colleagues are hesitant and

prescribe less. | do too. | just don’t want to take up with the task” — Family Practitioner

= “Made decision about 9 months ago to funnel patients to pain clinics for patients taking
medication for chronic use”- Primary care physician in larger practice

UL PIepURIS WIS NY 6% L L £102/EL/6 POIIPOIN 18B7

Despite AD reformulation, “OxyContin is one of the less abuse able EROs on the market today, but the perceived
OxyContin brand still carries fear on the street and confusion about abuse potential remains high” — Medical Director of
negative connotation for major pain center

some doctors
* “The OxyContin reformulation may be much better, but having said that, many pain

doctors are still humans and suffer from emotional inhibition because of all the bad press
it had, because it still has the name OxyContin”- Medical Director of major pain center

SUILL plepuels uleises Wd 62'gt £102/E1/6 Polulid
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Summary of prescriber interviews FOR DISCUSSION

Theme Interview Quotes
Opioids are usually used = “Treatment decision depends on patient diagnosis, drug history and drugs currently taken,
after NSAIDs are tried or if effect of pain on daily functioning” - Medical Director of major pain center

NSAIDs pose risk to patient “Opioids can be a good choice when patients have NSAID specific side effects, such as

renal dysfunction or stomach ulcers” — Medical Director of major pain center

= “| start with NSAIDs if | can, recognizing that NSAIDS are not benign drugs... | may try
something like Lyrica, then if it’s still not working, try Vicadin or Norco... if they need to be
on a maintenance drug, then | will give them an extended release plus breakthrough” -
Primary care physician in small group practice

= “Start with NSAIDs... if becoming more chronic, then add Lyrica/Cymbalta if pain is nerve
related; opiates are last resort.” —Primary care physician

SWl] piepuelS weIses NV 61! L L €102/€1/6 POIIPOW ISE7

-------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

Additional comments = "I see a Medical Science guy once in a while -always informative“- Pain specialist

= "Some reps direct me to sites that helps me navigate prior auths - covermymeds.com - it
is helpful®- Pain specialist

= “| want help [from drug manufacturers] with knowing what the coverage status would be
and getting prior authorizations” - Primary care physician in small group practice

S PIEPUBLS UISeR Nd 62'2t £102/E1/6 PRlUlid

= “Where things will really go: Knockout genes of pain reception- create a drug that will
block the pain receptor and completely take away the pain without the euphoric effects of
opioids- that will be really big target”- Pain specialist in private practice
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Overview of pharmacists interviewed

Total # of pharmacists interviewed: 6
Chain affiliation: Walgreens (2), CVS (1), Rite-Aid (1), Publix (1), Independent

Geographical split: FL (2), IL (1), KY (1), MA (1), NJ (1)

AWl pIepuRlS WRIseT NY 6% L £102/EL/6 POIIPOI 1sB7

Relevant experiences

= Former Pharmacy Manager for a top 3 retail pharmacy chain for 10+ years
(until 2013)

= Pharmacy Manager for a major retail pharmacy chain

= Former National Director of Pharmacy Operations at a top 3 retail pharmacy
chain

= Member of State Board of Pharmacy

Sl plepuels waises Wd 62:2t £102/61/6 palulid

= Clinical coordinator for regional pharmacy chain

= Former Director of Professional Practice at a top 3 retail pharmacy chain ,
oversaw mail order services (until 2013)

SOURCE: Pharmacist expert interviews during week of7/15/2013 McKinsey & Company | 121
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Summary of pharmacist interviews

Key takeaways Quotes

DEA actions have had a = “DEA has taken a strong role in deciding how pain medications are dispensed, having a
“chilling effect” on ‘chilling effect’ on pharmacists who fear losing their jobs or their license” — Former senior
pharmacy chains, pharmacy director at CVS (FL)

distributors, and
pharmacists; this is made
even worse by lack of
specific requirements

= “No they have not [put out specific requirements or regulations]... that’s the unfortunate part,
if they specify the requirement, it would clarify things... they speak in riddles “corresponding
responsibility” — Former senior pharmacy director at CVS (FL)

= “Walgreens [having] 7 pharmacies shut down sent shockwaves through the industry” —
Former senior pharmacy director at Walgreens (IL)

= “[It's] somewhat sad — pharmacists now feel very vuinerable about their own pharmacy
license and their jobs. They turn away patients who are looking for those controlled
substances and pharmacists who work for chains don’t have any incentive to take any risk
whatsoever” — Former senior pharmacy director at Walgreens (IL)

Pharmacists observe = “Doctors are afraid, so they stop prescribing” — Clinical coordinator at Publix (FL)
increasing fear among
prescribers about quantity

QW] piepuelg uelses NV 61 L L €L02/EH/6 POIIPON IseT

= “In lllinois — [the state board is] already writing letters to those who are prescribing more than
their peers, making doctors more cognizant about how much and how many pills they are

S| pIEPUELS USISeS Wd 62'2) £102/E1/6 PRlulid

and dosage prescribing “ — Former senior pharmacy director at Walgreens (IL)
= “OxyContin dropped off the map from where they were 5 years ago... Doctors are afraid to

write them... a few are resistant but most are unwilling to write or go to morphines... they
give least amount that they can, weakest dose that he can. He used to write 60, now he’ll
give you 30”- Pharmacy Manager at RiteAid (MA)

Significant increase in = “Walgreens and CVS now need to fill in paperwork in triplicates [for opioid prescriptions]” —

due diligence and Clinical coordinator at Publix (FL)

gazp(;zwgrk associated with “There’s a lot more paperwork... need to check SS number, driver’s license” — Former

9 Pharmacy Manager at Walgreens (KY)
SOURCE: Pharmacist expert interviews during week 0f7/15/2013 McKinsey & Company | 122
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Summary of pharmacist interviews

Key takeaways Quotes

Pharmacists report turning = “We kind of discourage [the opioid business]... it's more headaches than it's worth for the low
away patients, especially profits [and] if you give one patient one prescription [for an opioid], they bring their friends”—
those with suspicious Clinical coordinator at Publix (FL)

prescriptions or new
patients because of risk
associated with opioids,

“Stress load is high- they aren’t insuring techs [and] it used to take 10-15 mins to fill a
prescription, now it takes a lot longer...Pharmacy also not providing enough support to fill
perception that patients these prescriptions...80% of the time, they just refuse patients.” — Clinical coordinator at

S e e s " Publix (FL)
will “bring their friends”,
and associated paperwork = “With budget cuts and staffing cuts — we don’t have time to handle everything... it’s easier to
burden turn away patients... my personal turn away rate for opioids is about 5%” — Former Pharmacy
Manager at Walgreens (KY)

QU] piepuels welse3 WY 6v'LE €L0Z/EL/6 POIIPON ISBT

Walgreen’s and CVS’ = “The 2 largest chains — [making up] 80% of total dispensing — released internal memos, 1.5
internal memos on C2 year ago for one, 6-8 months for the other — Former senior pharmacy director at CVS (FL)
drugs increases oversight
and stresses “reasonable
quantity”, but may not be
setting mandatory national
limits on tablets/ Rx or = “Walgreens looks at how much each pharmacy is purchasing, and controls by generating
strength mix monthly reports and sending company reps out to pharmacy to scrutinize... | don’t know of
specific caps for tablets/ Rx or scripts per week, | don’t think it wouldn’t be automatic cap” —
Former senior pharmacy director at Walgreens (IL)

“Pharmacies would fill set number of prescriptions per day — if they reach that number of
prescriptions for the day, they tell patients that they are stocked out. Similar limits on pills per
script, or number of high-dosage pills” — Former senior pharmacy director at CVS (FL)

S| PIEpUELS UtISe Nd 62:2t £102/E1/6 Palulid

= “There’s not a [official] limit... technically it is up to pharmacists judgment... but the
pharmacists are scared because they don’t want to lose their job or their license... my
supervisor says if you are not turning away some patients, you're not doing your job” —
Former Pharmacy Manager at Walgreens (KY)

SOURCE: Pharmacist expert interviews during week 0f7/15/2013 McKinsey & Company | 123
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Summary of pharmacist interviews

Key takeaways Quotes
Some individual pharmacies = “It’s possible that local District Manager is using a personal number for limit pills/ script” - c
or districts are likely self- Former senior pharmacy director at Walgreens (IL) <
'2?3\223 TRx or pill limits “ I won't fill an opioid until 2 days before the previous prescription runs out... “that’'s a :%
P personal/ professional standard, not a Rite-Aid policy” — Pharmacy Manager at RiteAid (MA) &
Lack of flexibility in = “Distributors only fills X of all scheduled Il narcotics... this restriction from distributors became &
supply to the pharmacy, prominent when DEA took action against some CVS stores 2 years ago in Sanford — Former %
constricted both by chain senior pharmacy director at CVS (FL) g
HQ and distributor = “There’s an internal panel that look at patient utilization, prescribers pattern and recommend s
that they cut off some patients or prescribers - retail might be told to “back down” if orders go
up too much” — Senior pharmacy director at CVS (FL) e
= “You get to the end of the year, the Feds put a limit for a chain in the area, and if the stores §
reach that max, they can’t get any more... we just know that they put limits (we can order 8 g
but we might get 2), but we don’t have any visibility” — Clinical coordinator at Publix (FL) o
= We are no longer allowed to increase orders for C2... corporate has policies on how much 2
each pharmacy can get per week.” — Former Pharmacy Manager at Walgreens (KY) 2
Questionable metrics = There are “war stories out there [about supply] ... a small town in lllinois has only a Walmart, 2
seem to be used by DEA CVS, and an independent pharmacy... Walmart and CVS sat together and decided not to
and distributors, leading to serve OxyContin anymore... the wholesaler sees volume driven up at the independent, and
anecdotal gross then the distributor cuts off the independent. This happened pretty recently” — Former senior
constrictions in supply pharmacy director at Walgreens (IL)
SOURCE: Pharmacist expert interviews during week of7/15/2013 McKinsey & Company | 124
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Summary of pharmacist interviews

Key takeaways Quotes
Pharmacists have a = “These AD technologies are very costly for patients” — Former senior pharmacy director at c
positive view of AD CVS (FL) <
tec'hnologles but costis “The rub is that they are available but often insurance plan doesn’t cover them... PAs often in §
an issue : y - e
place and then doctors are so stressed out ... it all comes down to money” — Clinical 8
coordinator at Publix (FL) ¢
= “Robberies went down when deterrent formulations went down, they aren’t going for the z
OxyContin AD” —Pharmacy Manager at RiteAid (MA) g
Protocol for dispensing = “Pharmacist should look for different flags: In a certain market area? IR and ER? Days :
opioids has become more supplied? Proximity of the patient to the pharmacy and prescriber? Does the prescription look
stringent altered? Is this a valid DEA number? Is this a valid prescriber? Known to the pharmacy?

What is the frequency? The Pharmacist goes to DEA website to verify if prescriber has a
valid DEA number and whether there was a sanction against a prescriber). Then call the
prescriber to validate for EVERY TRx (requirement in the last year or two)” - Former senior
pharmacy director at CVS (FL)

Dimensions that pharmacies = Quantity: “First thing that we look at is the quantity... if you’re starting, they are going to give
are conservative on you 20 or 30... if you bring in a prescription for 180 or 240 for the first time, then that’s a flag.”
— Clinical coordinator at Publix (FL)

S pIEpUBLS UleIses Wd 62:2t £102/E1/6 Pelulid

= Dosage: “If someone comes in with 80mgs, they aren’t going to fill it unless they have a
history of lower dosages” —Pharmacy Manager at RiteAid (MA)

SOURCE: Pharmacist expert interviews during week of7/15/2013 McKinsey & Company | 125
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Summary of pharmacist interviews

Key takeaways Quotes

Mail order is currently a = “Direct to channel opioids are already being done — the only issue is interstate commerce,
more reliable channel for because the dispensing state might differ from prescribing state; Typically the dispensing
patients to access opioid state’s laws prevail but also have to consider the most stringent state” — Former senior
drugs pharmacy director at CVS (FL)

= “To get an opioid prescription filled by mail, patient needs to mail the prescription and it is
scrutinized... [it takes] 5-7 days to fill. Mail order patients have more reliable access to drugs
because mail order have more visibility into the supply — Former senior pharmacy director at
CVS (FL)

Il PIBPURIS WIS WY 6% L1 €LOZ/EL/6 POIIPOIN 1887

Some see DEA as potential = | don't see that AD is getting a differentiated treatment yet, but | do think that it might have a

partner for AD positive, differentiated effect down the road - DEA may be a driver — Former senior 2
manufacturers pharmacy director at Walgreens (IL) %
2
3
E
SOURCE: Pharmacist expert interviews during week of7/15/2013 McKinsey & Company | 126
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Overview of payors interviewed

Total # of payors interviewed: 3
Geographical split: Northeast (1), California (1), Southeast (1)

Details of payors interviewed

= Payor expert 1
— In managed care for over 20 years
— Pharmacy Operations Manager, RPh
— Current payor:
o Commercial only
o 1.2 mn lives
o Open 3-tier formulary design
= Payor 2
— Worked in several large payors
— Regional Medical Director, MD
— Current payor:
s 60% Commercial, 40% Med D
o 212K lives
o Very tight prior authorization system
= Payor 3
— 10 years in managed care
— Pharmacy Director, PharmD
— Current payor:
s 75% Commercial, 20% Medicaid, 5% Med D
o 5.5 mn lives

AWl pIepuRlS WRIseT NY 6% L £102/EL/6 POIIPOI 1sB7
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Summary of Payor Interviews FOR DISCUSSION

Theme Interview Quotes

Management of the pain = “There isn’t a lot of management [of this category right now]” — Payor 1
category overall is stable in
outlook — rebates mentioned

as one reason why
OxyContin stays on Preferred * ‘I think this category is pretty much settled... we’ve only just added some step edits to

Branded Tier increase generic utilization... Oxycontin has been on preferred tier for very long time...
really no plans to move it anywhere because we would lose rebates and also it was
recently reformulated with abuse deterrance” — Payor 3

Lack of differentiation among = No products that really stand out/ differentiated... but important to have wide range of

= “| do think aggressive management towards generics leveling off in pain.. but | do see
payors really looking for opioid-like analgesic that’s not addictive” — Payor 2

SWIL PIBPURIS WIISET NY 6% LE CL0Z/EH/6 POIIDOI 18B7

opioids in the market, but opioids available for prescribers... important from a clinical perspective because people
wide range of options is react differently to pain medications and have allergies — Payor 3
important = Patients will perceive that the generics don’t work as well... but as payors we haven't

seen studies that show that generics don’t work as well... we need to see studies that it
doesn’t work... that hasn’t been borne out — Payor 2

= All drugs are equivalent of pain relief but different levels of euphoria (morphine- low, oxy —
high) — Payor 1

-------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

Pain is a relatively important = “Pain is 4-5% of my total spend — somewhat important but heavily driven by generics...

category in formulary, but [there’s] no differentiation among pain medication — it’s one big bucket” - Payor 1
behind oncology and other = “Pain is somewhere in the middle... pain isn’t the most expensive medication (except for
higher-cost drug types OxyContin)... but it has high utilization... not like RA, MS, etc that are “budget busters”

S PIEpUE)S USISe3 Nd 62:21 £102/E1/6 PRlUld

which require more attention” — Payor 3

Differing levels of awareness = “[OxyContin] did show that ‘drug liking’ among potential abusers [was lower]” — Payor 1
about AD reformulation = “There was some data about AD... but at best, | would say it was inconclusive... it
showed that you can’t do XYZ to the pill but it wasn’t definitive from a real-world
perspective” — Payor 3
= “| haven’t seen anything that has blown me away... the jury is still out... | don’t think the
sample sizes are large enough for our kind of population” — Payor 2

McKinsey & Company | 128
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Summary of Payor Interviews FOR DISCUSSION

Theme Interview Quotes

Even with AD benefits, cost = “We want most people to be on generics and selective use of AD for vulnerable
savings of generics is heavy populations”— Payor 1
counterweight to using more

) : = “If it could be proven that the product decreases/ eliminates abuse deterrence, yes,
expensive AD formulations

payors would consider it... but bottom line is very important, just having clinical advantage
might not be enough” — Payor 3

= | could see access improving access to AD drugs... but it’s difficult to know how these will
be treated vs cost savings of generics — Payor 2

Payors aren’t looking at cost = We don’t track PMPM for opioid users... it's mostly generic, and we don’t even do it for
of opioid users separately OxyContin — Payor 3
= We haven't tracked PMPM costs for opioid users... we're more tracking ER visits [which
are related] — Payor 2

SWIL PIBPURIS WIISeT NY 6% L | €L0Z/EH/6 POIIDOIN 18B7

Somewhat aware of = [It's a pain for a ] pharmacy to get C2s... a lot of pharmacies don’t stock C2s...we can
pharmacy-level access look at certain pharmacies and sometimes tell doctors which pharmacies carry certain
issues medicines — Payor 1

* No, haven’t heard of pharmacy access issues for legitimate products — Payor 3
= | have heard of pharmacies not filling prescription.... But they call the doctor that should
take care of it — Payor 2

S PIEPUELS USISeS Nd 62:21 £108/E1/6 PRlUlid

Mixed opinions on whether = “Addictions are #1 public health issue in this country... Doctors don’t want to prescribe as
prescribing behavior is much opiates because of addiction... doctors are more judicious then they used to
changing be...particullary in the area of back pain” — Payor 2

= No change in prescribing patterns that [I've] noticed... maybe the change has been so
slow — Payor 3

No strict criteria for = Each category is unique... [there is] no blanket “genericized” class” — Payor 1
f.‘:ategorlz-lng firug classesas , No blanket label for completely “genericized”... case by case basis — Payor 3
genericized
McKinsey & Company | 129
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Summary of Payor Interviews FOR DISCUSSION

Theme Interview Quotes

Some variation in how payors = “[We impose] step edits if trying to encourage physicians to follow a logical process... PAs
use step edits vs PAs vs tiers  are much more restrictive... ensures that the patient has the right clinical condition for the
expensive drug” — Payor 1

= |If we have 2+ products with comparable clinical efficacy, then we might put in step edits...
step edits are used to steer patients to generics” — Payor 3

= Higher tier is 15t option, then prior auth, step edit — Payor 2

-------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------
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Payors work with PBMs to “We work with PBMs to combat it as best as we can, to track patients and physicians who
flag potential opioid abusers might be abusing” — Payor 3

in their patient population = “PBM does claims processing, runs the reports (but we do pharmacy design)... identifies

potential abusers by looking at number of prescriptions, doctor shopping, pharmacy-
shopping... but not measuring abuse costs” — Payor 1

Mixed responses to novel = “| haven'’t actively participate in any collaborations [with manufacturers]... our lawyers
contracting arrangements don'’t allow it”— Payor 1

between manufacturers and
payors, with pay-for-
performance having highest
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= “Innovative contracting [is] not a good opportunity because pharmacos are restricted in
what they can do, and payors are restricted in what they can accept... even for pay-for-
performance, there needs to be significant collaboration and integration to track

l 3 H H : Hrat]
appea data...[and I'm] not very optimistic about it” — Payor 3
= “Pay for performance always works... if they put some performance guarantee in there” —
Payor 2
McKinsey & Company | 130
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Summary of Payor Interviews FOR DISCUSSION

Theme Interview Quotes

Open to considering a flat = “Lots of drugs have flat pricing — we like it because [it’'s] easier to model pricing” — Payor 1
pricing approach from . wa L , . o

branded drugs Going to flat pricing is quite common... especially drugs used in Primary Care... we try to

take advantage of that sometimes by splitting the pill in half... give the patient a pill cutter
and have them pay only half the copay” — Payor 3

Other = “[We are] concerned if every drug has to go AD [due to regulations]... then drug cost will
go up 15-20%.. what | don’t want to see is that we are required to write AD for a 75-year
old cancer patient... a doc might say I’'m only going to prescribe AD because | want to say
that I’'m being careful.” — Payor 1

QUL piepuelg WeIsES NY 6v: LL €L0Z/C1/6 POIHPOW is87

= “[There will be] pharmacy access challenges in bringing new drugs onto the market,
[because] pharmacies don’'t want to stock unless there is a use.” — Payor 1

S| pIEpUBLS UleIsed Nd 62'2) £102/€1/6 PRlulid
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