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Agenda

• Perspectives On 2011

g

• Disciplined Capital Allocation Strategy

• 2012 Guidance Review

• Key Drivers Impacting Timing Of ProfitabilityKey Drivers Impacting Timing Of Profitability

• Upside Potential From WAG/ESRX Impasse

• Steady State Growth Targets
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2011 Built the Foundation For Long‐term Growth

• Set Achievable Targets And Expect To Deliver At High‐end 
Of I iti l F ll G id R

g

Of Initial Full‐year Guidance Range

• Executed Disciplined Capital Allocation Strategy And p p gy
Returned $3.7 Billion To Shareholders

• Continued Enterprise wide Productivity Improvements• Continued Enterprise‐wide Productivity Improvements

• Delivered On Working Capital Improvement Targets

• Completed Acquisition Of Universal American’s PDP
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2011 Guidance Reaffirmed

Full‐year 2011Full year 2011

Net Revenue Growth Up ~11.5%

Adjusted EPS (from cont. ops.) $2.77 to $2.81

Year‐over‐year Growth

Free Cash Flow

Up 5% to 6%

$4 0 to $4 2 billionFree Cash Flow $4.0 to $4.2 billion
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Notes:
1. GAAP Diluted EPS (from cont. ops.) guidance for full‐year 2011 is reaffirmed as $2.57 to $2.61.
2. Year‐over‐year growth rate calculated excluding the impact of approximately $47 million, or $0.03 per diluted share, of previously unrecognized 

tax benefits that were recognized in the year ended December 31, 2010.



Disciplined Capital Allocation In 2011p p

6
5 0 • Acquisition Of UAM Part D 

Business Closed In Q2
1.3

4

5
Acquisitions

5.0

4.0 to 4.2

• Increased Quarterly 
Dividend By 43% In 
January 2011
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Free Cash Flow Capital 
Deployment
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Focused On Enhancing Shareholder Valueg

Driving Productive Long‐term Growthg g
• Steady State Targets

h
Generating Significant Cash Flow

• Improve Working Capital
• Focus On Returns

Enhancing
Shareholder

V l• Focus On Returns

Optimizing Capital Deployment

Value

Optimizing Capital Deployment
• Operate Within Target Leverage Range
• Utilize Cash Flow To Improve Returns
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$31 Billion Of Cash Available To Enhance Returns$

~$33B
+$8B

~$31B

~$23B

($10B)

Operating 
Cash Flow

Net
Capex

Free Cash 
Flow

Incremental 
Debt

Cash Available 
For Returns
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Note: Figures represent targets for the years 2011 through 2015, under steady state five year business model



Cash Deployment Guided By 
Disciplined, Risk‐adjusted Decisionsp , j

• Increase Dividends
• Target Payout Ratio Of 25% to 30%

45

$ $ • Target Payout Ratio Of 25% to 30%, 
By 2015

• Implied Dividend CAGR Of ~25%
36

$5½ B to $6½ B
Annually

• Drive ROIC With Value‐enhancing 
Projects

18

27
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• Value‐creating Share Repurchases
• Additional Liquidity To Repurchase 

Shares If Value‐creating

18

9
Shares, If Value creating

• $3 to $4 Billion Per Year, On Average, 
Available After Dividends

0
Cash Available For Enhancing 

R t (2011 2015)

9

Returns (2011 – 2015)

Note: Cash available for enhancing shareholder value = Free cash flow +/‐ change in net debt



Focused On Enhancing Returns
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2 2 2 2 2 2 2 2 2

Note: Potential improvements in returns under steady state five‐year business model, with 2010 serving as the baseline.



Solid History Of Enhancing Shareholder Returns

70
Annual Dividend Per Share
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Significant Dividend Increase And Share 
Repurchases Planned In 2012

70
Annual Dividend Per Share

16

Cumulative Share Repurchases
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Increasing Annual Dividend By 30% In 2012
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Increasing Annual Dividend By 30% In 2012, 
And Expect To Complete $3.0 Billion In Share Repurchases



2012 Guidance:
Consolidated Income Statement

Full-year 2012
vs. 2011

Net Revenue + 11.5% to 13%

GAAP Diluted EPS (from cont. ops) $2.93 to $3.03

Adjusted EPS (from cont. ops)

Year‐over‐year Growth

$3.15 to $3.25

+ 13.0% to 16.5%

13

Notes:
1. EPS estimates assume completion of $3 billion in share repurchases, as part of $4.0 billion share repurchase program authorized by CVS Caremark’s 

Board of Directors in August 2011.
2. Year‐over‐year Growth rate based on mid‐point of 2011 guidance range.
3. Estimates include one extra day in 2012 versus 2011 for leap year.



2012 Guidance:
Cash Flow & Capital Expendituresp p

Full‐year 2012(In Billions) Full year 2012

Operating Cash Flow $5.7 to $6.0

(In Billions)

Gross Capital Expenditures ($2.0) to ($2.1)

$0 5 t $0 6Sale‐leaseback Proceeds

Net Capital Expenditures

$0.5 to $0.6

($1.4) to ($1.6)

Free Cash Flow $4.3 to $4.6

14

Notes:
1. The Company finances a portion of its store development program through sale‐leaseback transactions.  Use of sale‐leaseback financing is subject to 

change, as we evaluate a variety of financing vehicles for future development; this may also result in changes to our definition of Free Cash Flow.
2. Estimates include one extra day in 2012 versus 2011 for leap year.
3. Figures might not foot due to rounding.



2012 Guidance:
Retail Pharmacy SegmentRetail Pharmacy Segment

Full‐year 2012
vs 2011vs. 2011

Net Revenue

S St S l G th

+ 2% to 3%

+ 0 5% t 1 5%Same Store Sales Growth

Same Store Script Growth

G fi i

+ 0.5% to 1.5%

+ 3% to 4%

U M d lGross Profit Margin

Operating Expenses (% of revenue)

Up Moderately

Modest Deleverage

Operating Profit

Operating Profit Margin

+ 7% to 9%

Up 40 to 50 bps
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Notes:
1. Same Store Script Growth is estimated using the standard convention of counting all scripts, regardless of the days supply, as one script. 
2. Estimates, including “same store “ estimates, include one extra day in 2012 versus 2011 for leap year.



Potential For Generics To Have Significant Impact 
On Various Retail Operating Metrics In 2012 …p g

• Annual Revenues Reduced By $2 Billion to $2.5 Billion

• Pharmacy Same Store Sales

 Negatively Impacted By 500 bps to 650 bps

 Potential For Negative Pharmacy Same Store Sales In Some Quarters

• Operating Expenses (% of revenues)

 Underlying Improvements Offset By 65 bps to 85 bps Due To Generic 

Deleveraging Effect

…But Generics Contribute Significantly To Operating Profit Growth

16



2012 Guidance:
Pharmacy Services Segmenty g

Full‐year 2012
vs. 2011

Net Revenue + 22% to 24%

Adjusted Total Claims

Gross Profit Margin

1.025 to 1.045 billion

Down NotablyGross Profit Margin

Operating Expenses (% of revenue)

Down Notably

Moderate Improvement

Operating Profit

Operating Profit Margin

+ 11% to 15%

Down 25 to 35 bps

17

Notes:
1. Estimates include one extra day in 2012 versus 2011 for leap year.



2012 Guidance:
Pharmacy Services Operating Profit GrowthPharmacy Services Operating Profit Growth

Full‐year 2012
vs. 2011

Pharmacy Services Operating Profit Growth + 11% to 15%
(As Guided)

Impact of Select Items ~350 bpsImpact of Select Items
(Streamlining, Aetna, and UAM)

h f h

p

Pharmacy Services Operating Profit Growth
(Excluding Select Items)

+ 7.5% to 11.5%

18

Notes:
1. Operating profit associated with Select items is excluded from both 2011 and 2012 expected results.
2. Estimates include one extra day in 2012 versus 2011 for leap year.



Impact of Select Itemsp

• Streamlining Initiatives
 On‐track To Achieve $1 Billion In Savings Over Five Years

• Aetna Contract
 Implementation Phase: 2010 Through 2012

 2012 Contribution Lower Than Initially Anticipated

 Expected To Be Solid Contributor Over Long‐term

• Universal American Med D 
 Financially And Operationally On‐track

 Strong Accretion In 2011

19

 Impact Flat To Slightly Dilutive In 2012, Due To Wrap



Our Medicare Business Is Substantial And Growing … 
Back‐half Weighting Of Earnings Will Accelerateg g g

Over $18 Billion In MedicareOver $18 Billion In Medicare 
Revenues In 2012

PDP 2012 2011
Year‐

over‐year

5.0
PDP

EGWP

Growth

Revenue ($ B) 12.5 6.4 95%

12.5

EGWP

Client 

Lives (M) 3.3 3.2 4%

S i t (M) 182 9 137 5 33%

0.9

PDP/MAPD Scripts (M) 182.9 137.5 33%

20

Note: 2012 PDP revenue estimate includes $5.5 billion related to UAM contract addition.



Generics Continue To Represent A Significant 
Opportunity In The Coming Years
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Notes:
1. Total brand market sales estimates represent 12 months of sales; includes all expected generic launches in total brand numbers with key launches 
highlighted; assumes 6 months pediatric extension on all launches; forward looking information assumes no “at risk” launches.

2. The timing of generic introductions can be impacted by a variety of factors, including legal challenges, regulatory issues and manufacturing capacity.
Sources: IMS Health; company estimates.



Manner In Which Generic Is Introduced 
Impacts Cadence Of Profitability Yieldp y

Description Economics

2 Or Fewer • Behave Similar To Branded DrugLi it d S l

‘11‐’12 Examples

Lipitor2 Or Fewer 
Suppliers

Behave Similar To Branded Drug 
Economics

• Price And Cost Remain High
• Limited Supply Competition

Limited Supply

Migrate To 

Lipitor
Zyprexa
Concerta
Lexapro

Break Open Post 
Exclusivity
(Typically 6 
Months)

3 Or More 
Suppliers

• Economics Significantly Better 
Than Brand

Break Open

Months)

Plavix
SeroquelSuppliers Than Brand

• Intense Supply Competition
• Purchasing Scale Enables Lower 
Procurement Cost

Seroquel
Levaquin
Geodon

22



Types Of Generic Launches Expected By Year
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Notes:
1. Total brand market sales estimates represent 12 months of sales; includes all expected generic launches in total brand numbers with key launches 
highlighted; assumes 6 months pediatric extension on all launches; forward looking information assumes no “at risk” launches.

2. The timing of generic introductions can be impacted by a variety of factors, including legal challenges, regulatory issues and manufacturing capacity.
Sources: IMS Health; company estimates.



Timing Of Break Open Generics Will Significantly 
Impact CadenceOf Profitability YieldImpact Cadence Of Profitability Yield
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Notes:
1. Total brand market sales estimates represent 12 months of sales; includes all expected generic launches in total brand numbers with key launches 
highlighted; assumes 6 months pediatric extension on all launches; forward looking information assumes no “at risk” launches.

2. The timing of generic introductions can be impacted by a variety of factors, including legal challenges, regulatory issues and manufacturing capacity.
Sources: IMS Health; company estimates.



First Quarter 2012 Guidance

Q1 2012 
vs. Q1 2011

Consolidated Net Revenue + 14.5% to 16%

GAAP Diluted EPS (from cont. ops.) 52¢ to 54¢

Adjusted EPS (from cont. ops.) 58¢ to 60¢

Year‐over‐year Growth + 3% to 6.5%

25

Note: Estimates include one extra day in Q1 2012 versus Q1 2011 for leap year.



First Quarter 2012 Guidance

Q1 2012 
vs. Q1 2011

Pharmacy Services Net Revenue + 28% to 30%

Pharmacy Services Operating Profit

R il N R

(10%) to (14%)

3% 4%Retail Net Revenue

Same Store Sales Growth

Same Store Script Growth

+ 3% to 4%

+ 1.5% to 2.5%

+ 2% to 3%Same Store Script Growth

Retail Operating Profit

+ 2% to 3%

+ 8% to 10%

26

Notes:
1. Same Store Script Growth is estimated using the standard convention of counting all scripts, regardless of the days supply, as one script.
2. Estimates, including “same store” estimates, include one extra day in Q1 2012 versus Q1 2011 for leap year.



Potential Share Gain From WAG/ESRX
Impasse Represents Significant Opportunityp p g pp y

Potential 
Annualized Script Gain

CVS/pharmacy Overlap
With WAG

Store % Of

Annualized Script Gain

% Of 90 Million Scripts
T f d F WAG

With WAG

Radius
Store 
Count

% Of 
Stores

1 Mile 3,163 43% 75% 85%

ed
 

ac
y

Transferred From WAG

3 Miles 5,716 78%

5 Miles 6,246 85%
25% 16.9 19.1

re
 C
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/p
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rm

a
30% 20.3 23.0
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ar

By
 C
V

(In Millions)  
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Potential Benefit From WAG/ESRX
Impasse Is NOT Included In Guidancep

• Full‐year EPS Impact Between 8¢ and 11¢
ll f $ illi $ illi Full‐year EBIT Impact Of $175 Million to $235 Million

 Full‐year Pharmacy Same Store Sales Impact Of ~ 300 bps

• Expect Back‐half Weighted Impact
 Potential Consumer Stocking‐up In December ‘11Potential Consumer Stocking up In ecember

 Associated Labor And Marketing Expenses Higher In 1H12

Q112 Q212 Q312 Q412

Approximate Quarterly EPS Contribution

28

~2¢ ~2¢ 2¢ to 3¢ 2¢ to 3¢



Steady State Targets:
Enterprise Growth Modelp

Five‐year CAGR
2010 – 2015

Net Revenue

Operating Profit

5% to 8%

8% to 10%p g

Adjusted EPS From Cont Ops

A A l C h A il bl F

7% to 9%

$5 5 billiAverage Annual Cash Available For 
Enhancing Shareholder Value

$5.5 billion
to

$6.5 billion

Share Repurchase Contribution

Total Adjusted EPS

3% to 6%

10% to 15%

29

Total Adjusted EPS 10% to 15%
Notes:
1. Net Revenue target reduced from “8% to 11%” CAGR previously to current target due to revised assumptions around impact of increasing 

generic penetration on revenues in our retail segment.
2. Cash available for enhancing shareholder value = Free cash flow +/‐ change in net debt



Steady State Targets:
Segment Growth Modelg

Five‐year CAGR
2010 – 2015

PBM
Net Revenue Growth: 11% to 13%

2010  2015

PBM
Operating Profit Growth: 9% to 11%

Retail
Net Revenue Growth: 2% to 5%

Retail
Operating Profit Growth: 8% to 10%

30

Note: Net Revenue Growth reduced from “5% to 8%” CAGR previously to current target due to revised assumptions around impact of increasing                                                                     
generic penetration on revenues.



Steady State Targets:
2013 – 2015 Segment Growthg

20%

PBM Operating Profit Growth
20%

Retail Operating Profit Growth

15%

20%

15%

20%

13.3%

5%

10%

5%

10%
7.7%

‐5%

0%

‐5%

0%

‐10%

5%

2012E 2013‐2015

‐10%

5%

2011E 2012E 2013‐20152011E
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2012E 2013 2015 
Average

2011E 2012E 2013 2015 
Average

2011E



Reinventing Pharmacy For Better Shareholder Value

• 2011 Built The Foundation For Long‐term Growth

g y

• Solid Growth Expected In 2012
 Consistent, Strong Retail Performance

 PBM Returns To Healthy Operating Profit Growth

• Continued Focus On Enhancing Shareholder Value
Driving Productive Long‐term Growth

Generating Significant Free Cash Flow

32

 Executing On Disciplined Capital Allocation Strategy
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2012 Guidance:
Consolidated Income StatementConsolidated Income Statement

Full‐year 2012
(vs 2011)(vs. 2011)

Corporate Segment Expense $650 to $660 million

Intercompany Eliminations
(% of combined segment revenues)

~ 10%

Gross Profit Margin

Operating Expenses (% of revenue)

Down Significantly

Improve Significantly

Operating Profit Margin Down 15 to 25 bps

34

Note: Estimates include one extra day in 2012 versus 2011 for leap year.



2012 Guidance:
Consolidated Income StatementConsolidated Income Statement

Full‐year 2012

Net Interest Expense $560 to $570 million

Effective Tax Rate

Weighted Average Shares

~ 39%

~ 1 28 billionWeighted Average Shares

Consolidated Amortization

 1.28 billion

~ $460 million

Consolidated D&A ~ $1.7 billion

35

Note: Estimates include one extra day in 2012 versus 2011 for leap year.



Capital Allocation Prioritiesp

Operational
Investments

Organic Growth
• Store Growth & Remodels
• Continued Technology Improvements

Capital 
Structure

• Continued Technology Improvements

Maintain Capital Structure
• Credit Rating Of BBB+
2 7 Adj t d D bt t EBITDAStructure

Capital
Dividends

• ~25% Target CAGR Through 2015

• 2.7x Adjusted Debt‐to‐EBITDA

Capital 
Returned To 
Shareholders

• 25% to 30% Target Payout Ratio by 2015

Repurchase Stock
• Absent More Attractive Alternatives, Take

External 
I t t

“Bolt‐on” Acquisitions In Core Businesses
Mi Ri k dj t d R t H dl I Mid t

Advantage Of Share Valuation

36

Investment • Min Risk‐adjusted Return Hurdle In Mid‐teens



Steady State Targets:
Key Assumptions

Anticipated Impact

y p

Favorable Industry Demographics

Robust Generic Pipeline

Utilization +

Gross Margin +Robust Generic Pipeline

Maintain & Leverage Purchasing Scale

Retail Share Gains / SG&A Leverage

g

Gross Margin +

Operating Profit +

Net New PBM Contracts 

Unique Products and Technology 

PBM Streamlining Initiative

Mix / Volume / Lives +

Volume / Lives +

GM and SG&A +PBM Streamlining Initiative

High Return, Bolt‐on Acquisitions

Pharmacy Pricing and Reimbursement Trends

GM and SG&A +

Operating Profit +

Gross Margin ‐

37
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2012 Selling Season Successful: 
Strong Client Retentiong

Renewal Progressg

2010 90%

2011 96%

98%2012

3



3 



4 



5 



6 



7 

• 
• 
• 
• 
• 

Notes: 
2011 Net-new includes impact from UAM Acquisition of $1.4 billion. 
Employer group includes government employers such as FEP, CalPERS, and other government employers.  



8 

• 

 

 

 

• 

 



9 

• 

• 

• 

• 



10 



11 

• 

• 

 

 



12 



13 

• 

• 



PBM Model In Medicare And Medicaid Differs Significantly 
From Traditional Retiree Coverage: Restricted Retail Networksg

• Medicare And Medicaid Plans
Restricted Retail 
Network Lives • Medicare And Medicaid Plans 

Often Deploy Restricted Or 
Preferred Retail Networks

18%

Network  Lives

• Individual Plan Purchasers Will 
Accept Network Restrictions For8.5% Accept Network Restrictions For 
Increased Savings5%

• Caremark Is Uniquely Qualified 
To Offer Innovative Retail 
Network Designs

16

Network Designs

Note: restricted retail network lives estimated for 2012.



PBM Model In Medicare And Medicaid Differs Significantly 
From Traditional Retiree Coverage: Higher Generic Dispensingg g p g

Generic Dispensing Rate

• Medicare And Medicaid 
Populations Typically Have High 
G i Utili ti D i B

84%

Generic Utilization, Driven By 
Cost‐focused Plan Designs75%

70%

• Caremark Can Promote Generic 
Utilization In These Growing 

70%

g
Populations 

17 Note: generic dispensing rates reflect activity in the nine months ending September 30, 2011.
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24 Note: figures based on expected members of qualifying plans 
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73% 

27% 

57% 

43% 
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Key Opportunities To Drive Future Growth

• Driving Front Store Growth Through…
 U i C t I i ht With E t C

y pp

 Unique Customer Insights With ExtraCare

 Enhanced Digital Capabilities

 Store Clustering “My CVS” Store Clustering … My CVS

 Differentiated Store Brands

24



We Continue To Deliver Superior Customer Service…

Triple S: % Of Customers Providing 
“Excellent / Top Box” Rating

p
Script Comp Performance By Store 

Service Performance Bucket

89 1

90.5

2 6%

86 7

87.5
88.1 87.8

89.1

1.8%

2.6%

86.7

2006 2007 2008 2009 2010 2011 All Other StoresTop Stores

25

…And Our Top Stores Deliver Superior Financial Results
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Reinventing Pharmacy For Better Shareholder Valueg y

• History of Innovation And Market Share Gains
 C id d d C i h ExtraCare Provides Advanced Customer Insights

• New “My CVS” Clustering Initiatives AndNew  My CVS  Clustering Initiatives And 
Differentiated Store Brands Foster Strong Growth

• Reinventing Pharmacy To Help People On Their Path 
To Better Health

• Integration With Caremark And MinuteClinic Creates 
True Differentiation

35
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Retail Clinic Leadership &p
Integration “Sweet Spots”

Andy Sussman M DAndy Sussman, M.D.



MinuteClinic Overview

• National Shortage Of Primary Care

• Accessible, Affordable, High Quality Care

• Expanding Sites And Clinical Scope

C k Cli t C ll b ti• Caremark Client Collaboration

• Health System Affiliations
l

Cost

y
Quality

Access

2

Access



Primary Care Shortage And Rising Demandy g g

• Expect Shortage Of 45,000 Primary Care 
Physicians (PCP) By 2020

Painful Fall?
The Percentage Of US Medical School
G d t Ch i R id S t

• PCPs Going To Concierge Practice And 
Retiring

2 500

Graduates Choosing Residency Spots
In Family Medicine Has Declined 54%
Since 1997

• Increased PCP Supply Years Away

• 30% Obesity; 50% By 2030
2,000

2,500

• 75 Million People With Diabetes In 10 Years

• “Silver Tsunami”1,000

1,500

• Silver Tsunami

• Health Care Reform Expected To Add 32 
Million Newly‐covered Patients In 2014

0

500

3

0

‘97 ‘99 ‘00 ‘03 ‘05 ‘07 ‘09
Source: American Academy of Family Physicians; AAMC Center for Workforce Studies, June 2010



Primary Care Shortage Worseningy g g

63
59

65 800

30

65,800

30
24

20.3 ‐ National Average
9 000

29,800

9,000

2010 2015 2025

4 Source: AAMC Center for Workforce Studies, June 2010; 2009 Survey of Physician Appointment Wait Times, 
Merritt Hawkins & Associates, available at www.merritthawkins.com/pdf/mha2009waittimesurvey.pdf



Primary Care Shortage May
Become Severe In Many States By 2016y y

PCP Demand: 2011 PCP Demand: 2016

5 Note: Does not project changes to PCP supply over next 5 years 
Source: American Medical Association, Centers for Disease Control, CVS Caremark Reform Insights Tool 



MinuteClinic: 2011 Overview

• Largest Retail Clinic Provider

• Health Care/Retail Leadership

• 11 Million Visits Since Inception

• Walk‐in Care, 7 Days Per Week, 
Evenings/Holidays

• Evidence‐based Guidelines

• 80% Third Party Coverage

• 50% Report No Physician

6 Source: “Retail Clinics, Primary Care Physicians, and Emergency Departments: A Comparison of Patients' Visits,” 
Health Affairs, 27, no. 5 (2008): 1272‐1282.



More Than 650 Clinics In 25 States

1MN1

NV 8

MN
29

IN
24

MI
15

IL 41
OH 27 

PA 26 

NY 7

MA 
31

RI 2

CT 14 

NJ 35 

CA 55

AZ
20

KS 9  MO
12

NC 38 

SC 21

GA 37

VA 29  MD 30

DC 3 

OK 4 TN 25 

1 000

Full‐time MinuteClinics

FL
64

TX
51

700
800
900

1,000

100 New Clinics Opened In 2011 400
500
600

2011 2012 2013 2014 2015 2016

7

2011 2012 2013 2014 2015 2016



Excellent Quality And Patient Satisfaction

Overall Satisfaction Rating: 94%
Overall Practitioner Rating: 95%

Q y

MinuteClinic Is Fully 
Accredited By The Overall Practitioner Rating: 95%

Felt “Listened To And Respected”: 96%

Accredited By The 
Joint Commission

MinuteClinic Net Promoter Score: 80%

Sample Scores
USAA (Financial) 87%
Trader Joe's  82%
Mi t Cli i 80%MinuteClinic 80%
Apple 72%
Amazon.com 70%
Physician Offices 69%

8
Source: Press Ganey survey, 2010

Physician Offices 69%
Urgent Care 68%



MinuteClinic Clinical Quality: HEDIS MeasureQ y
Avoidance Of Antibiotic Treatment

In Adults With Acute Bronchitis (2010)
University of Minnesota Physicians

MinuteClinic
Metropolitan Internists

Sanford Clinic
Mayo Clinic

Allina Health System
Fairview Health Services

St. Luke’s Clinics
Altru Health System

CentraCare Health System
HealthPartners Clinics

Quello Clinic
Integrity Health Network

Innovis Health (Essentia Health West)
Ridgeview Clinics

Park Nicollet Health Services

9

0%  10%  20%  30%  40% 
Source: MN HealthScores.org , from Minnesota Community Measurement; accessed Oct 26, 2011
HEDIS = Healthcare Effectiveness Data and Information Set



MinuteClinic Non‐acute Visits: 
Fastest Growing Segmentg g

Non‐acute Visits 2011 YTD Non‐acute Visits

T Of Vi it81%
Physicals

Hypertension 

Type Of Visit

7%
6%
7%

And Other

Hyperlipidemia

Diabetes7%

2009 2010 2011

Diabetes

By 2015, Non‐acute Care Including Visits And Non‐flu

10

By 2015, Non acute Care Including Visits And Non flu 
Vaccines Could Account For 25% Of All MinuteClinic Visits



MinuteClinic Visit Revenue Continues To Grow

Net Revenue

2007 2008 2009 2010 2011

MinuteClinic Break even By End Of 2011 On Enterprise Basis

11

MinuteClinic Break‐even By End Of 2011 On Enterprise Basis 



Utilizer Spend 2010:
MinuteClinic Versus Non‐MinuteClinic

T t l $4 265

8.3% 
Less

1,329
1 318

4,000 Total $3,909
Total $4,265

er
 Y
ea
r

Less

1,318

2,000

3,000

Rx

Spend

M
em

be
r, 
P

2,936  2,591 
1,000

Medical

$ 
Pe
r 
M

0
MinuteClinic UserNon‐user

12 Population MinuteClinic User: n = 12,376. Non‐user: n=34,326
Source: CVS Caremark Enterprise Analytics MinuteClinic Costs and Services: Comparison to Other Medical Providers, October 2011

Lower Total Health Care Costs Per Person Who Used MinuteClinic



Comparing Cost And Quality Of Treating
Common Illnesses Across Medical Settings g

Quality Indicators Cost Per Episodey

Emergency 
Departments

Emergency 
Departments

55% $544 

Cost Per Episode

$26

Physician 
Offices

Physician
Offices

61% $145  $21

Urgent Care

MinuteClinic

Urgent Care

MinuteClinic

63%

64%

$134 

$89 

$22

$21

Non Pharmacy Cost

Pharmacy Cost

13 Notes: N = 2,100 care episodes compared across venues. Aggregate quality scores based on 14 objective measures of quality.
Source: “Comparing Costs and Quality of Care at Retail Clinics With That of Other Medical Settings for 3 Common Illnesses,” 

Annals of Internal Medicine, August, 2009.



Caremark Member Care At MinuteClinic
•Opportunity: Acute And Chronic Care For Caremark Members 

•Caremark Offering Clients Opportunity To Change Their Benefit Structure To 
Substantially Reduce Co‐pay At MinuteClinic To Lower Overall Health Care Costs

•Flu Vaccination Programs At MinuteClinic

•Biometric Screening Programs For Clientsg g

•Wellness Programs For Clients

•On Site Clinics At Corporate Locations

Access

Quality

Cost

14



MinuteClinic Strategic Affiliations: 
Major Health Systemsj y

95 Hospitals
14 000 Beds

MN
27MN

14,000 Beds
31,200 Physicians
23.5 Million Visits

CA
59

NV
8

KS 8 MO

IN
17
KY 1

NC 36

IL 

PA 26

VA 27NV IL  OH

VA

MI

IN 

AZ
21

11 NC 36

SC 11

GA 29

AZ

VA

GA

NC

FL

15



Health System Affiliations

• Joint Clinical And Pharmacy Care Programs

y

• Health System Physician Directors For MinuteClinic

• Chronic Disease Programs 

• Integrate Electronic Medical Records

P i i I F A bl C O i i• Participate In Future Accountable Care Organizations

16



Integration Of Electronic Medical Records With 
Affiliated Health Systemsy

Read           09/25/2010      Labtest, Labfour Retail Clinic Visit        Provider,External...       Closed           CCF Department

Scanned Documents

17

View Retail Clinic Visit ‐ CVS Strongsville 09/25/2010 ]



MinuteClinic’s Enterprise Rolep

Access Cost

Quality

18



Reinventing Pharmacy For Better Shareholder Value

• Expanding To Over 1,000 Full‐time Clinics By 2016

g y

• Robust Volume And Revenue Growth

• Lowering Health Care Costs

• Opportunity With Caremark Clients To Provide• Opportunity With Caremark Clients To Provide      
Cost‐effective, Coordinated Care

• Major Health System Affiliations And Future ACO Role 

19



Integrated Model Deliversg
Best Clinical Results 

Troy Brennan M D M PHTroy Brennan, M.D., M.P.H.



Agenda

• Better Use Of Medications Substantially Lowers 
H lth C C t

g

Health Care Costs

l h d l• Our Unique Assets Deliver Unmatched Results

• We Can Rigorously Quantify Savings For Clients

• We Have A Host Of New Ideas For Reinventing 
Pharmacy Care

2



Health Care Landscape Is Changing Rapidly, 
Creating New Challenges And Opportunities

Disproportionate Growth In Health 

g g pp

1

Care Spending … Intensified By Aging 

PopulationCost

Insufficient Focus On Low Cost 

Solutions … Too Much Emphasis On 

High Cost CareQuality

2

High Cost Care

Primary Shortage And Lack Of 

Quality

3

Integration

Emergence Of Retail Health Consumer 
Access

4

3



Generic Medications For Chronic Disease Are 
The Most Cost‐effective Health Care Interventions

Cost‐effectiveness  Recalculated Cost‐effectiveness With Generic Pricing

150

1,000

We Measure The Cost r 
Q
A
LY

50

100
Effectiveness Of A 

Health Care 
Intervention Using 
Quality Adjusted Life

$K
 P
er

Left Ventricular  CT Scanner  Blood Sugar 

50 Quality Adjusted Life 
Year (QALY)

Lower LDL To 
Assist Device 

For CHF
Screening For
Lung Cancer

g
Control In 

Patients With 
Diabetes

<100 In 
Patients
With CAD

4

Sources: J.T. Cohen, P.J. Neumann and M.C. Weinstein, “Does Preventive Care Save Money? Health Economics And The Presidential Candidates,” New
England Journal of Medicine, 358(7) (Feb 14, 2008): 661‐663.
P.J. Mahadevia, L.A. Fleisher, K.D. Frick, J. Eng, S.N. Goodman and N.R. Powe, “Lung cancer screening with helical computed tomography in 
older adult smokers: a decision and cost‐effectiveness analysis,” JAMA, 289 (2003): 313‐322.
W.H. Shrank, N.K. Choudhry, J.N. Liberman and T.A. Brennan, “The Use Of Generic Drugs In Prevention Of Chronic Disease Is Far More Cost‐
Effective Than Thought, And May Save Money,” Health Affairs, 30(7) (Jul 2011): 1351‐1357.



Our Approach To Improving Pharmacy Carepp p g y

M

Promote

Manage
Bad Trend
C t A d Utili ti Promote

Good Trend
Reducing Medical Costs

Cost And Utilization 
Management Solutions To 

Control Unnecessary 
Pharmacy Spend

Reducing Medical Costs 
Through Unique Solutions 
That Improve Adherence 
And Close Gaps In Care 

5



Medication Adherence Lowers Health Care Costs

Health Care Cost Savings: Adherent vs. Non‐Adherent
All Individuals ($ Per Member Per Year) N t S i

601Dyslipidemia 1,9231,860 3,182

All Individuals ($ Per Member Per Year) Net Savings

4,413Diabetes 656

Hypertension 429 4,337

1,987

1,499

5,744

5,407

Added Rx Spend

Hypertension ,

ProductivityHealth Care 
Cost Reduction

Overall Cost Reductions Significantly Outweigh 
Additional Drug Spend

Cost Reduction

6

Additional Drug Spend

Sources: Roebuck MC, Liberman JN, Gemmill‐Toyama M, Brennan TA. Medication Adherence Leads To Lower Health Care Use And Costs Despite 
Increased Drug Spending. Health Affairs. 2011 Jan; 30(1):91‐99.
Carls GS, Roebuck MC, Brennan TA, Slezak JA, Matlin OS, Gibson TB. Impact of Medication Adherence on Worker Productivity: An Instrumental 
Variables Analysis in Five Chronic Diseases. JEOM, in review.



CVS Caremark Pharmacy Care Economic Model 
Uses Insights To Quantify Client Savings

• Calculates Financial Value Of Adherence, Gap Closure 
A d I d P d ti it

g y g

And Improved Productivity

• PCEM Developed Using Information On 
Improvements In Health Outcomes That Result From 
Better Pharmacy CareBetter Pharmacy Care

• As A Result, Potential Savings In Health Care CostsAs A Result, Potential Savings In Health Care Costs 
And Productivity Costs For Clients Are Quantified

7



Using PCEM To Project The Value Of
Better Pharmacy Care For Heart Disease

Condition
Coronary Arterial 

Disease Outcomes

y

Disease

# Members w/ 
Condition

3,566

% Non Adherent 34%

Outcomes 
Avoided For A
100K Member% Non‐Adherent 34%

Adherence Savings 
PMPY

$1,019

% / G 4%

100K Member
Group:

16 Heart Attacks,
% w/ Gap 4%

Gaps in Care Savings 
PMPY

$590
5 Strokes,
7 Deaths

Productivity
(Absenteeism / 
ST Disability)

$1,789

Total Savings

8

Total Savings 
Opportunity

$2,404,162



Putting Pharmacy Care In Perspective: 
Costs Avoided For A 100K Member Group

Better Pharmacy Care

p

Increase Gap Closure Increase ProductivityIncrease Adherence Increase Gap Closure

$2.4 Million

Increase Productivity

$24.3 Million

Increase Adherence
Using Low‐cost Therapies

$26.8 Million

$ 3 6 illi Of C id d$53.6 Million Of Costs Avoided

9

13 Chronic Diseases, $500 Million Overall Spend, $90 Million Pharmacy Spend



CVS/pharmacy Teams
Provide Best‐in‐class Interventions

Stores Have Conducted Over 
150 Million Interventions Since 2008 …

… Driving Powerful Results And
Leading CVS To Best‐in‐class Adherence

CVS Retail Top 3

tio

82ss
es
si
on

 R
at

34
49

60 79
81

82

74ic
at
io
n 
Po

s
13

2008 2009 2010 2011

72
73

74
M
ed

10

2008 2009 2010 2011

Note:  
1. Annualized number based on 2011 1H
2. Patients with an MPR over 80 are considered “optimally adherent”  
Source: CVS Caremark Quarterly Adherence Report



Caremark Clinical Programs At Mail
Also Perform Better Than Competitorsp

Competitor CaremarkCompetitor
PBM

Caremark
Mail

Patients With Diabetes

Adherence To Diabetes Medication 78.3% 89.6%

Adh Ch l l di i 80 % 84 2%Adherence To Cholesterol Medication 80.5% 84.2%

Patients With Hypertension

Adherence To Blood Pressure 
Medication

84.2% 89.6%

11 Sources: CVS Caremark Adherence Executive Dashboard, October 2009; Medco Analyst Day, November 30, 2009; Medco Analyst Day, November 21, 2008 



Driving Better Pharmacy Care Through Our 
Integration “Sweet Spots”g p

Our Clinical Data AndOur Clinical Data And 
Multiple Customer 

Touchpoints Allow Us To 
dd dh

Access Cost

Address Adherence 
Problems And Gaps In CareQuality

12



Pharmacy Advisor Takes Advantage Of 
Face‐to‐face Counseling By Pharmacists

Relative Effect Of Intervention Approaches

g y

CVS Caremark 
Utilizes The2 to 3 Times As Influential

6.4

3 1

Utilizes The 
Highest Influence 
Channel Through 
Face‐to‐face 

2 to 3 Times As Influential

0.3

3.1
2.7

2.2

1.3

Interaction At 
The Pharmacy

Pharmacist 
Call

RN Or MD
At Work 
Site

Paper Or 
Video

Family
Member
At Home

Pharmacist
At Pharmacy

Nurse At 
Hospital

13 Cutrona SL, Choudhry NK, Fischer MA, Servi A, Liberman JN, Brennan T, Shrank WH. Modes of Delivery for Interventions to Improve 
Cardiovascular Medication Adherence: A Systematic Review. AM J Manag Care. 2010;16(12):929‐942. Supplemental analysis.



Pharmacy Advisor: At Every Touchpoint
We Improve Adherence And Member Health

Most 
Complex

In‐home Consultation With Patient, 
And Outreach To Physicians

p

Face‐to‐face Patient Consultation

Point Of Prescribing/e‐Prescription 
Messaging

Coordinated Member Letters, 

Messaging

Disease Management Referrals 

IVR, Web 

In‐bound Phone Support By 
Clinician Members With Maintenance 

Or Specialty Medications

Least 
Complex

Or Specialty Medications

Using Clinical Data And State Of The Art Algorithms To 
Develop Real Time Messaging For Pharmacists

14

Develop Real Time Messaging For Pharmacists



Pharmacy Advisor For Diabetesy
Rolled Out To 12 Million Members, 700K People With Diabetes

Has Resulted In 470K

160K
From Call 
Center Has Resulted In 470K

Communications 
Regarding Gaps In Care, 

940K
Live At 
R t il And More Than 110K

Changes In Prescribed 
Medications

Retail

Medications

Delivered Interventions 

15

Through November

Source:  CVS Caremark Pharmacy Advisor operational data, 2011.



Pharmacy Advisor Significantly Improves Gaps In Carey g y p p

Percentage Change In Total Gap Prevalence

+3.2% ‐7.6%

1 0

1/1/11 Gap Prevalence
9/30/11 Gap Prevalence

1.0

9/30/11 Gap Prevalence

Control Pharmacy 
Advisor

Pharmacy Advisor’s Interventions Drive Impactful 

16

Changes In Member Behavior

CVS Caremark Enterprise Analytics analysis of Pharmacy Advisor data, November 2011.



Multiple Programs Drive Even Better Results: 
Pharmacy Advisor And Maintenance Choicey

Percentage Change In Optimally Adherent Members By Drug Type

11 1% 11.6%

Pharmacy Advisor Only
Pharmacy Advisor & Maintenance Choice Combined

6 4%

8.4%

11.1%
9.7%

8.5%

.6%

5.8%

3.7%

6.4%

ACE Anti‐
Hyperlipidemic

ARB Oral Anti‐Diabetic

17

Hyperlipidemic

Notes:  
1. For clients that began Pharmacy Advisor adherence interventions in mid Q1
2. Results are measured through end of Q3 2011; baseline of 1/15/11
Source: CVS Caremark Enterprise Analytics analysis of Pharmacy Advisor data, November 2011.



Reinventing Pharmacy Care: Leveraging All Channels 
To Promote Good Trend And Manage Bad Trend g

Diabetes Now
Hyperlipidemia
Hypertension
CAD/Heart Failure

April 2012

/
Asthma/COPD
Depression
Cancer

December 2012

Gastrointestinal
Multiple Sclerosis 

2013

Cancer
Osteoporosis

p
Rheumatoid Arthritis
Chronic Kidney Disease

18



MinuteClinic Role In Pharmacy Advisory

Program Description

Core Conditions • Hypertension, Hyperlipidemia, Diabetes, 
Asthma And Depression

Evaluation Services •Screening Laboratory Testing And MonitoringEvaluation Services •Screening, Laboratory Testing And Monitoring 
Integrated With Wellness (Weight Loss, 
Smoking Cessation And Exercise)

Co‐management •Working With Strategic Partners To Provide 
Medication Management For Patients With 
Chronic Disease

Alignment With 
Pharmacy Advisor

•Clinical Data Access Through Connective 
Technology

Chronic Disease

19

Pharmacy Advisor Technology



Pharmacy Spend Varies By Population…y p y p

100K Commercial Population: Total Spend $68M

Asthma/COPD $7.3M

CAD/Heart Failure $2.5M

Cancer $12.2M

CKD $3.4M

Depression $4.8M GI $6.3M

Diabetes $5.3M MS $2.6M

Osteoarthritis $2.0M
Osteoporosis $2 3MOsteoporosis $2.3M
RA $5.1MHyperlipidemia $8.3M

Hypertension $5.9M

20
CVS Caremark Enterprise Analytics 
analysis of Book of Business and 
published data, May 2011.



Pharmacy Spend Varies By Population…y p y p

100K Medicare Population: Total Spend $154M
Alzhemers $24.7M

Asthma/COPD $2.3M

CAD/Heart Failure $3 5M

Cancer $18M

GI $10.5M

CAD/Heart Failure $3.5M

CKD $5.3M
Depression $3.9M

Hepatitis B/C $12.4M

Diabetes $6.7M MS $3.8M

RA $24.7M

Hyperlipidemia
$

yp p
$21.9M

Hypertension $7.1M

21

…So We Need To Tailor Our 
Programs AccordinglyCVS Caremark Enterprise Analytics 

analysis of Book of Business and 
published data, May 2011.



Pharmacy Care Calculator Shows Significant 
Value From Adherence Improvementp

Client A

Jul2010-Jun2011

$18, 551, 084

27 345

65.3% 55.1%
49.6%

68.0%

27,345

13,339

Total Savings
$0$363,795

Increased Cost 
of Utilization

 
$576,930

$442,833$384,863


Total 
Healthcare

Savings

Total
Healthcare 

Savings

$0

,

Total 
Healthcare

Savings

$1 062 148

$21,318




$0$1,062,148

22
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Reinventing Pharmacy For Better Shareholder Valueg y

•We Are Designing Highly Cost‐effective Interventions 
Th t I C A d L C t Th h B ttThat Improve Care And Lower Costs Through Better 
Pharmacy Care

•We Are Using Our Unique Channels In A Coordinated 
Fashion To Have The Maximum Effect

• Other Companies Do Not Have These Resources, And 
Cannot Produce Similar Results For Patients And 
Clients

• Building On These Assets, We Will Continue To 

23

g ,
Reinvent Pharmacy Care
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