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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 gecgraphical 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 years

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 specialty

- 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

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 pilis and lower strengths, and increasingly referring patients to
pain specialists due to increased time/ hassle of managing opiocid patients {due to pharmacy issues, managed
care access and fear of legal consequences/ DEA)
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OxyContin performance has been driven by a number of factors

Weak driver
& Strong driver

$985,279
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H12012- Mg per Tablets TRx Number Price, H12013-
net sales tablet per Rx per MD of MDs rebate net sales
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Sales force
execution

Phannacy
access
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Neg media/
PROP

» 9

Only making 67% of target OxyContin Pis

>50% of OxyContin calls made to low-decile2

75% of TRx loss from doctors not called on (for 12 mos ending
in Mar 201 3)

Natlonal pharmacnes |mplemented pohmes to restrict fllhng of
opioid prescriptions

Walgreens alone accounted for 50-70% of OxyContin unit
decline between Mar-Jun2013

DEA/ litigation

‘Chilling effect’ on prescribers, pharmacies and wholesalers by
investigating targets but not releasing written guidance

More hassle for doctors to prescribe opioids

No differentiation between AD and non-AD

CDC names drug overdose as Ieadlng cause of injury death in
US with 45% mvolvmg prescnp’uon painkillers
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Managed care

1ForH1 2013

2Low decile refers to deciles 0-4; based on Q1 2013

3 Over past 3 years
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Posmve |mpac’t from average rebate rate decllnlng from 26% to
24.7%, price increase and mix shift
Formulary status lost for several Part D plans®

Sfate B B b i 3 States passing regulations for prescribing and dlspensmg of
Ieglslanon op|0|ds (e.q., PMP use, hcensmg, dosmg levels)
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Despite an overall decline in OxyContin TRx, greater granularity
reveals pockets of growth

PR

TRRr

f N
Total # 50 525 9,000 200,000
% Increasing TRx 2
% decreasing TRx Z
% increasing Tabs/ TRx

% decreasing Tabs/ TRx

Note: Calculations are for 12 mos ending in March 2013 vs 12 mos ending in March 2012
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There is substantial variability in OxyContin TRx change by zip code
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Growing Declining
zipcodes Zipcodes

Fort Wayne Knoxville,
IN (+5.1K) TN (-1.9K)
Pinehurst, Tampa, FL
NC (+3.2K) (-1.9K)
Fayetteville, Renton,
NC (+2.6K) WA(-1.5K)
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There is also substantial variability in Oxycontin share of ERO  PrRELMiNARY
market by state

BE 14-24
134-50 B10-14
24-34 E<10

State Oxy Share Gx Share

Highest
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= There are potentially state level factors influencing ; us 24 5

OxyContin market share

CONFIDENTIAL - SUBJECT TO PROTECTIVE ORDER PPLP004001353
P-22181 _ 00010



In states where OxyContin has low share of ERO market, generics have
higher share

2012" share of ERO market, highest and lowest share states

= |n states where
OxyContin has
low share of ERO
market, generics
have higher share
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= Among states
where OxyContin
has low share of

H 4% 2% 3% 40% 51% ERO:
— NV and MS: g
4% 1% 7% 14% 74% Opana share | &
4% 1% 3% 16% 77% of market is
L above national | 7
6% 2% 5% 17% 71% average §
6% 5% 4% 18% 68% — TXandID:
Butrans share 2
5% 3% 2% 18% 72% of market is :

- S 0 o oo above national

average
5% .. 2% .. 4% . 24 . . B5%

1 April 2012 to March 2013
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OxyContin’s decline has been faster than decline of branded ERO

LOLLoC
- ¢DLLoT ¢
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products
9 % change
Between
H1 2012
and
TRx by quarter H2 2013
58
>0 = A\m ERO TRx -2.4%
20 == == " T T 7T M= e e = =~ __ __ _ Branded
1.8 EROTRx  24%
1.6
14 F 77" ~-=m=--=-=a, ___ OxyContn -63%
12 - N L TRx
1.0 N\ g\\\
06 ped N n R N
04 | . OxyContin share | OxyContin share
'  of branded ERO . of branded ERO
0.5 E (H1 2012): 68% E (H1 2013): 67%

OxyContin
deciine has
been faster
than overall
ERO market
and branded
ERO market,
indicating
that
OxyContin
has lost
share of
branded
EROs
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OxyContin’s recent decline can largely be attributed to decline in branded
ERO market

OxyContin decline decomposition

0 o eloneniioven sqdfeibag sfoged
% of decline attributed

_ While
e - @ OxyContin
. : . G 1 has lost
share of
branded
ERQ, the
largest
portion of
OxyContin’s
decline can
L be attributed
14% 2581426 |tooverall

2

“““““ decline in

ERO and

OxyContin H12012  Overall Branded OxyContin H1 2013 branded
change OxyContin ERO ERO loss of OxyContin ERO
attributable to: TRx decline decline branded  TRx

ERO share
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While branded drugs overall lost share in the ERO market, =~ oo™ =
OxyContin also lost share to other branded products F Period of reformulaion
introquction an
S‘hare of ERC branded market, by TRx OxyContin generics

exiting market
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Maintaining a constant share of the forecasted branded ERO market would

P === == [Forecast @ constant share of
be worth ~$3.4B of revenue over 4 years e e

forecast growth rates

Purdue forecast! é

I e e e e e e
TRx Million CAGR g
7 = 2012-17 external

— All Opioids: 1.8%
— EROs: -0.4%

- B EROs:- | i

4 6.25M cumulative .o OT(;)ded o
3 | TRx over 4 years  89% '
worth ~$3.4B in — OxyContin: -8.5% | |

2 - gross sales = How much can be

captured/retained by

Tr Oxy? At what cost?
0 N N i . :
2010A 2011 A 2012A 2013 2014 2015 2016 2017
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Number of

100%= 1.4M TRx 1.3M TRx 1.2M TRx 2011-13 TRx prescribers 2012 TRx/prescriber
CAGR (%} (% Purdue Reach) (2012)

NPs and PAs are growing quickly, while PCPs are one of the fastest

100 100 100

Other specialty 68,400 (12%)

PCP i 92,724 (31%)

Anesthesiology i

Nurse practitioner/
physican assistant

Physical Med & reha

Pain Medicine
(narrowly defined)?2

4,842 (66%)

30,206 (25%)

4,976 (57%)
373 (73%)

Q12011 Q12012 Q12013

15

24

153

26

1M1
207

= 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 controlled substances in 41 states
2 Does not include pain medicine as a subspeciality
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OxyContin has high share of ERO market among IMINARY
orthopedic specialists, surgeons, and rheumatologists W 2011 2012
2012 OxyContin TR OxyContin’s share of ERO market by prescriber specialty c
227 Orthopedic §
79 Surgeons é
90 Rheumatology g
105 Oncology — Hematology §
272 All others f
27 Geriatric ;
2,132 IM-FP-GP
1 Neurology é
39 Psychiatry §
141 Neurology g
811 NRP-PHA g
38 Emergency medicine g
548 Physical medicine & rehab ;
4 Pallative medicine
79 Pain medicine
735 Anesthesiology
1EQ. tqtal Rx written by that specialty, in thousands
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There is variability in NBRx share of TRx by specialty [PRELIMINARY
S T T T S TR T

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

- Percent

Orthopedic

= QOrthopedic and
Oncology-
Hematology, and
Surgeons have the
highest NBRx %
share of overall TRx

- Oncology - Hematology
- Surgeons

Emergency Medicine
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- Neurology = NP/PA segment has
j a very low NBRx %
Others of TRx

= Average NBRx
share of TRx across
all specialties was
9.4% in Q4 2012 -

Pain Medicine
- Physical Medicine & Rehab

5i Anesthesiology
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Q1 2013, down from
10.4% Q4 2011 —
IM-FP-GP Q12012
 NRP-PHA
Rheumatology
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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, 1H 2012 vs 1H 2013
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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 i, Share among younger . Prescribers 40 and under
% “ 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
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= However, bigger
challenge may be
that younger
prescribers with
different prescribing
habits will
eventually fill the
market
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Note:ERO decile and OxyContin share of ERO is based on Jan-Jun 2013 data. AMA and ACA profile information is not comprehensive and does not cover all HCPs who have prescribed
for ERQ in the last 6 months.
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Prescribers report writing for fewer pills and lower strengths,
and increasingiy referring patients to pain specialists

Prescrlbers are wntmg for fewer pilis and : ... because managing opioid patients takes increasing amount %
lower strengths, and increasingly referring of time and resources due to pharmacy issues, managed care i
patients to pain specialists... ! access and fear of legal consequences/ DEA §
= “[ try to use more long-acting opioids (to % "Tthink [pushback from pharmacies] does 3
reduce pill count) and try to prescribe Pharmacy  impact my prescribing behavior... | wil think | :
fewer pills and lower strengths . ilssues don'twant to prescribe this because 'm goingto|  §
because it's less to worry about... less get pushback ... then | will prescribe something w
potential for addiction and diversion”- that will get less push back... a different drug ;
Primary care physician in Family Practice f andfor lower doses” — Primary care physician ;

# “[There’s] increased review of physician ‘m small group pract/ce

practice. Many of my colleagues are

hesitant and prescribe less. | do too. | .. “Cost is a main driver of dec:|d|ng what drug to

Managed :

just don’t want to take up with the task’ il fcw% prescnbe.to patients... Outpatlents are still e

_ Family Practitioner 1 largely _dr_lven by co‘st and tiers, Wh_lch makes g
o prescribing generics and narcotics the R

= "Made decision about 8 months ago to easier choice’ — Pr/mary care phySICIan 2
funnel patients to pain clinics for : R 8RS8 85 AK€ S RS 285 RS £ SRR RS04 S PSR RS 500 .
patients taking medication for chronic use”- . s “There seems to be a growing trend of §
Primary care physician in larger practice | Legall[ EEA  referrals to pain specialists today- Doctors g
_concerns prescribe lower doses of narcotics, and even | ¢

3

AR 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

Note: Full prescriber interview summaries are available in the appendix
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Tablet per prescription has fallen steadily over the past two years

Tablets/Rx (LHS)
-~ YOY Change (%, RHS)

Reformulation introduction and
OxyContin generics exiting market

OxyContin tablets/TRx and year-over-year change, 2011-2013" %

Y-0-¥ ;

Tablets/TRx Change, % ; z

735 - - 0 = 2011 average i

73.0 {02 tablet/Rx was g

0.4 72.92, 71.5for §

725 - 2012, and 70.3 5
720 - 1 -06 for 2013 (YTD)

715 0.8 @ Year.—over—year ?

-1.0 decline was - g

71.0 192 1.9% between g

' 2011 and 2012,

70.5 14 _ 2

\ e o while the 5

70.0 + \ 4 186 . decline between 5

695 I \\ S~ 18 2012'and 2013 &

g VAN ‘ 1 20 YTD is -1.6% £

Y \/ ~ //\ /\ T i %

05 ¢ \/ N ~ 4 292 g

0 : i ‘ . ’ ‘ ' ‘ : 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 applies for 2012 figure
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High dosage prescriptions are falling at a faster rate compared to low
dosage prescriptions

i
1H2012
TH2013 . gomgand40 &
2,800 ‘ mg
prescriptions g
2,700 are declining 5
most rapidly ;
2,600 - 15mgand30 ¢
o mg 3

- 700 prescriptions
T s have the 2
& 500 43% highest rate of ~ £
S 500 Sl growth g
é 415 Low dosages g
S 400 e (10-30 mgs) 2
o declined at 3%, £
T 300 while high
200 dosages (40- f
80 mgs) ]
100 declined at H

. = 10%
0 &
1M0mg 15mg 20mg 30mg 40mg 60mg 80mg Total
OxyContin Dosages
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Tablets with higher dosage are declining at a higher ~ Reformulation introduction
and OxyContin generics

rate compared to low dosage tablets exiting market

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

Sun o o E s oo § e
Milions of tablets

Tablets (Vi) === | ow Dosage (10 to 30 mg)

20 1 — High Dosage (40 to 80 mg)
E 19 4
18
17
16
15
14
13
12
1"
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OxyContin Mg/Tablet and year-over-year change, 2011-2013"

Y-0-Y
myg/Tablet Change, %
40.0 » ~+ 0
395 - fn 1+ -0.2

-0.4

39.0 | 06
38.5 - -0.8
38.0 - | 10
-1.2

375 | 14
37.0 ‘ /" 4 -186
107 Vo - -18
\ 20

0.5 \\/, 1 29
0 ot : * : -2.4
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Milligram per tablet has fallen steadily over the past two years, with rate of
decline remaining relatively constant in the past year

Reformulation introduction and
OxyContin generics exiting market

e g/ Tablet (RHS)
—————————— YOY Change (%, LHS)

= Average
mg/tablet was
39.0 for 20112,
38.4 for 2012,
and 38 for 2013
(YTD)

= Rate of decline

of average
mg/tablet was -
1.6% between
2011 and 2012,
and -1.1%
between 2012
and 2013 (YTD)
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9.7

13

2.4

1.0 ;

13

7.4

4.2
0.9
6.7

4.0

-17%
-16%
-14%
-14%
-13%
-13%
-13%
-12%
-12%
-12%
-12%
-12%
-11%
-11%
-11%
-11%
-11%
-10%

L 10%,

-9%
-9%
-8%
-8%
-8%
-8%
-7%
-7%

. o .

-7%
-6%
-6%
-6%

164,196
20,779
42,523
16,149
20,278

120,769
69,738
15,529
98,162
26,238
70,162
48,787
90,549
10,614
19,919
68,249

218,838
61,036

7279 .

6,842
53,903
34,857
18,780
12,662

6,080
65,539
63,725

70,566 ;.

51,173
54,750
14,895

6,203

139,348
17,896
37,013
14,203
18,291

107,151
61,510
13,636
86,656
23,763
62,989
43,368
82,124

9,574
18,091
61,550

201,602
56,581
66,266

6,172
50,036
32,296
17,757
11,770

5,612
63,080
59,739

6708

48,529
52,548
14,308

5,939

-15%
-14%
-13%
-12%
-10%
-11%
-12%
-12%
-12%

-9%
-10%
-11%

-9%
-10%

-9%
-10%

'800

-7%

" -900.
-10%

-7%
-7%
-5%
-7%
-8%
-4%
-6%

-5%
-4%
-4%
-4%

712
775
66.1
721
723
70.4
68.5
66.7
77.8
722
65.2
70.7
76.0
69.0
65.9
76.5
84.6
64.9
715
61.0
69.2
66.6
68.3
64.8
59.9
72.1
67.6
69.6
714
68.4
62.8
65.8

69.3
75.3
65.1
70.5
69.6
68.9
67.8
66.5
77.2
70.0
64.2
703
74.2
67.8
64.4
75.7
82.1
62.8
705
61.2
67.8
65.5
66.3
63.9
59.8
69.6
67.2

683

704
66.8
61.5

64.6

-3%
-3%
-2%
-2%
-4%
-2%
-1%

0%
-1%
-3%
-2%
-1%
-2%
-2%
-2%
-1%
-3%:
-3%
-2%

0%
-2%
-2%
-3%
-1%

0%
-3%
-1%
-2%
-1%
-2%
-2%
-2%

LA
1D
SD

Grand Tot:

197.8

-8%

28,669
13,670

8,395
16,288
23,275
140,208
161,796

56,894

85,140
114,460
60,452
6,767
104,418
60,577
24,576
40,849
6,958

67,588

2,934
14,209
2,755,391

27,962
12,819

8,263
15,755
22,277
137,538

156,234

55,493

112,143
59,344
6,680
104,941
60,926
23,257
41,017
6,903

67,519 ..

2,874
15,709
2,581,457

2%
-6%

-2%
-3%
-4%
-2%

%
o
84,941

0%
-2%
-2%
-1%

1%

1%
-5%

0%
-1%
0%
-2%
11%
-6%

Tablets per prescription declined in 47 states, even those with a TRx

68.8
66.5
66.9
68.3
63.7
77.7
701
723

L6

68.7
70.2
61.3
722
70.2
66.2
70.6
70.2

889

46.0
66.5

71.8

66.7
67.1
64.3
67.0
63.2
752

08

687
67.3
68.7
60.0
69.7
67.9
68.2
68.5
69.6
690
485
65.3
70.2

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

.
increase
FL 1.7
NV 16
Ky 2.8
RI 1.2
NM 15
OH 8.5
wa 48
wy 10
™ 7.6
ut 19
co 46
OR 34
Az 6.9
HI 07
1A 13
MI 5.2
CA 18.5
MN 40
W i 5.2
T 04
IL 3.7
ks 23
ME 13
MT 08
ND 0.4
IN 47
GA 43
MO 49
oK 3.7
AL 3.7
NE 0.9
wY 0.4
L]
L]
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Findings on messaging and positioning

CONFIDENTIAL - SUBJECT TO PROTECTIVE ORDER

* 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 vary

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

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

ies are available in the appendix
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Awareness of abuse deterrence and impact on prescribing varies amongst
prescribers (1/3)

- Key themes Supporting evidence

Prescriber awareness of = “| am only vaguely aware of abuse deterrence’- Primary care practitioner
abuse deterrence and

label change is mixed = “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
= ‘| 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

Wil | prepuels WeSe INY 9v:LL €L0Z/EL/E PSHIPOH 31587

= | knew already since 2010 about (OxyContin’s abuse deterrence), so the new

Most prescribers are = “(Concern about abuse) hasn't changed that much, because (prescribers in
concerned about abuse, practice) follow preferred and recommended guidelines- Chief of interventional
but attempt to establish Spine and Pain Management at major hospital
. measures to protect . . . . . o
 themselves = “(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

BWi | prepuBls USISE WY LS 0L ELOZ/E L6 PolUld

= “I'm always worried about (abuse) and definitely see it"- /nfernist

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

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

s | 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

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

= “(OxyContin reformulation is a) much better reformulation... but having said that,
many pain doctors are still humans and suffer from emotional inhibition be 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 pracfice
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Awareness of abuse deterrence and impact on prescribing varies amongst
prescrsbers (31’3)

: Key themes Supporting evidence
Concerns remain that = “| 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

s “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

Wil | prepuels WeSe INY 9v:LL €L0Z/EL/E PSHIPOH 31587

hosplta/
: Less mformed o "The FDA deC|5|on [on OxyContln] should carry we|ght 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

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

BWi | prepuBls USISE WY LS 0L ELOZ/E L6 PolUld

= ‘| want to see that (the drug) is not diverted and used on the street... | 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
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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
Market dynamics  ®* Prescribers with increasing TRx stated increase OxyContin PJ Quinn May, 2012

in patients with pain, leading to increases in  prescriber

OxyContin prescriptions comparison

* Prescribers with decreasing TRx stated
regulatory concerns and media/press as key

drivers
* Duragesic and M3 Contin considered main OxyContin Brand Synovate July, 2011
competitors Health Tracker Healthcare

* Key market drivers: safety, tolerability, efficacy,
good patlent satlsfactlon and favourable dosmg

Wil | prepuels WeSe INY 9v:LL €L0Z/EL/E PSHIPOH 31587

= OxyContin seen as “fallen Hero”- powerful
drug, dampened by concerns around diversion,
abuse and regulatory restrictions

Abuse awareness * Abuse and diversion are main deterrence ~ ONU/Oxy ~ PJQuinn  November, 2012
and prescribing factors; class wide issue, with higher salience Copositioning f
behavior for Oxy g
= Majority of prescribers stated that prescribing OxyContin new Synovate October, 2010 %’
behavior is unilikely to change formulation healthcare s
.......... awareness Ny 3 . oz
Awareness on = tht!e awareness and percewed impact on ONU/Oxy Co— PJ Qumn November 2012 g
abuse deterrence crush-resistant formulation positioning w
g

= 3 in 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

CONFIDENTIAL - SUBJECT TO PROTECTIVE ORDER PPLP004001376
P-22181 _ 00033



Contents

= Market landscape & demand forecast

= Messaging & positioning

* Segmentation & targeting

Wil | prepuels WeSe INY 9v:LL €L0Z/EL/E PSHIPOH 31587

= Field focus & execution

= Access & availability

= Scientific support

= Commercial spend levels

= Patient funnel

BWi | prepuBls USISE WY LS 0L ELOZ/E L6 PolUld

= Appendix

CONFIDENTIAL - SUBJECT TO PROTECTIVE ORDER PPLP004001377
P-22181 _ 00034



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 are also insufficiently focused on NBRx

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

— ~9600 NBRx decile 5-10 prescribers were not called on in Q1 2013
Initial 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’

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
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There are ~ 7,500 Decile 5-10 prescribers
that the sales force is not reaching

Low prescribers

4 3 2 1
Market prescriber decile by TRx

Prescribers
- not reached

- 7

Cumulative
reach by
TRx
volume:
47%
~7,500
prescribers
in decile
5-10 were
not called
on
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Sales force reach is lower by NBRx decile compared to reach by Oxy

decile

Prescribers .,
not reached

8 7 6 5 4 3 2 1
OxyContin prescriber decile by NBRx

not reached

®=  Cumulative
reach by
TRx
volume:
54%

= ~5 600
prescribers
in decile 5-
10 were
not called

= Cumulative
reach by
NBRx
volume:
39%

= ~9 600
prescribers
in decile 5-
10 were
not called
on

1 Reach defined as at least 1 P1 or P2 in Q1 2013
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Reach by NBRx is higher when orthopedic surgeons are excluded from the

ingh prescribers Low prescribers

Prescriber decile by Oxy NBRx

Pre- a.em 1159 waﬁ wm 423:& 5511 mm 25559

scribers
not
reached

1 Reach defined as at least 1 P1 or P2 in Q1 2013
2 Many orthopedic surgeons are high NBRx writers due to the acute nature of the pain they treat
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The sales force reach of OxyContin NBRx is ~40% by volume

Market basket Oxy NBRx

Total Total Total
writers = Total = writers = writers= Total =

123K 1.3MM 121K 75k 177K

100

100 100

100

100 = [f orthopedic

surgeons? are
excluded,
NBRx reach
by volume is
44%

Called on
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Not called on

BWi | prepuBls USISE WY LS 0L ELOZ/E L6 PolUld

R st e SRR e SRR R R

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

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

initial analysis shows no difference in OxyContin S
" = grm " w . Focused on
performance among identified corporatized providers corporatized providers

2012 OxyContin share of ERO scripts

B
S8

24

23.5
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Scope of Total On call list Identified Identified Identified as  Zipcodes w/ é
prescribers as affiliated as Top 300 Top 300 - heavy corp. 5
considered expanded’ provider 2
presence? z
Total 2012 ERO 22.2 126 3.6 0.73 0.98 46 ;
script (mns) :
Total OxyContin 5.4 3.0 0.88 0.19 0.26 11 3
script (mns)
Total 332341 50041 14347 3906 12140 -
prescribers

1 Matching on addresses, we identified additional providers who may also be affiliated with Top 300 corporatized providers but who were not identified as such by the sales force.
2 Using McKinsey database of largest corporatized providers, which focuses on Greater Boston, Greater Los Angeles, Greater Pittsburgh, Pacific Northwest, and Greater Dallas
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Overall, TRx increased for 47% of prescribers

Prescribers by change in TRx from 2011 to 2012

e .
sl um e
Yo RYESCNLHES

Declining Increasing TRx impact TRx impact %
prescribers prescribers for declining  for increasing 5
Change in TRx ~140k ~125k (Thousand) (Thousand)
# TRx/MD Decline Increase £
0to5 214 204
51010 158 138
10 to 20 252 202 ;
20 to 30 169 196
30t0 40 115 86 3
60 to 100 146 123
100 to 500 468 429 §
>500 7
00  Total TRx 28 121
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
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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 TRy = 75% of the decline of
R OxyContin is
1,100 8600 1 0000 concentrated in

prescribers that
Purdue does not call

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

= Analysis also shows
-127.000 call sensitivity

throughout range of
0 | 04 48 812 1216 1624 24+ OVERALL | ppEs

Wil | prepuels WeSe INY 9v:LL €L0Z/EL/E PSHIPOH 31587

BWi | prepuBls USISE WY LS 0L ELOZ/E L6 PolUld

# OxyContin PDEs from April 2012-Mar 20137 = This suggests that
increased call activity
% decline ~10% 8% 4% 0% 0% | 3% | 8% may have a substantial
‘ . impact on slowing the
. A A AT Ry Ay aayr. wa li f i
Bproscrl- g4sk (43K (AeK (BK T (4K (8K K darke | decine oroxcontn

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

 05t04d

-6,794

) -36,674

-7,383

4t08  8to12  12to

335 59,501

-127,028

CONFIDENTIAL - SUBJECT TO PROTECTIVE ORDER

PPLP004001386
P-22181 _ 00043

Wil | prepuels WeSe INY 9v:LL €L0Z/EL/E PSHIPOH 31587

BWi | prepuBls USISE WY LS 0L ELOZ/E L6 PolUld




PDEs have a significant impact on TRx growth, controlling for decile
% Change in OxyContin TRx' by # of PDEs and market decile

oo o gt o g e
Paroant wr of presonbers)

# of PDES Apnl 2012 March 2013

L R T LT Y

rruwpeasazesvyueeansahy

(19,958)

11%
(53,222)

(244,773)
-10%

(343,248)

PETTTTTTTTTeES MIFRIL AN

FETTETPRITRPRT TP

(15,2286)
-8%
(42,883)

A%

4% 9% 6% 10% 9%
BUUUPTOTI (L0 N BRI 1= % U (134) . 92) ....(871)
4% 3% 1% 4% 7%
e M190) A8 (245 (129)  (1150)
1% 1% 6% 6% 7%
(408) (314) (282) (141) ...[,988)
4% 3% 5% 8% 6%
e (887) A89) LB 022) L (3854)
2% 1% 6% 11% 6%
,,,,,,,,,, (1067) ...©646) ...@83 ...(128 (6815
3% 1% 9% 2% “11%
1309y e e 8 (11,170)
1% 5% 16% 4% -10%
....... (1447) ... (©608) ...(278) ...(60) (18415
10% 17% 24% 38% -40%
e $,338) L @2) L (229) L (38) | 132,366)
21% 79% 133% - 4%
(903) (B13) (107) ) (10)_...(67,273)
582% 800% 7504% - 46%
(578) ....A89) @) ) (283,081)

0% 0% 3% 8%
(8,068) (3,935) (2,498) (805)  (406,283)

(15,956)

1 TRx change measured in percent terms between 6 months ending in March 2013 and 6 months ending in March 2012
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For all deciles, increased calls are associated with higher OxyContin
TRx growth — a sign of promotional sensitivity

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

10 571

‘9 1>,.1 50 (50.3)‘ (76.4)
rereeverernan 7 3654(144) »»»»»»»»» (112)
coassenecess 66615 (70) (44)
,,,,,,,,,,,,, 5 11170(50) (33)
,,,,,,,,,,,,, 4 18415 (27) (15)
,,,,,,,,,,,,, 2 67273(04) 05
1 26308 ,,,,,,,,,, 01 . 07
S A” ,,,,,,,,,,,, 406,283 (03) ,,,,,,,,,, (09)
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ﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁ o
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Market deciles 8 to 10

increased calls have a significant impact on OxyContin TRx -

| Growth in OxyContin TRx/prescriber? by # of PDEs received
20
. 9 10 1
-20 +79
ol
-60 -
0 Oto4 4to8 8to12 12t0o16 161024 24 and
over
_ # PDEs received April 2012 - March 2013
#of 301 443 585 677 590 661 362
Prescribers ‘ ' ‘ ' ‘
% Change -32%  -29%  -14% -3% -4% 0% 7%
in TRx

Key insights

There is
significant call
sensitivity of Oxy
for high-decile
physicians
particularly
through 12
calls/yr

There are 362
high-value
physicians to
whom >24 calls
were made per
year — these
increased
substantially
more than

physicians

1 Market decile based on ER-IR market basket as defined by ZS Associates
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Increased calls have a significant impact on OxyContin TRx —
Market deciles 5to 7

- TRx/prescriber change? by # of PDEs
#of Rx

0 Oto4 4108 8to12 1210 16 16to0 24 24 and over

# PDEs April 2012 - March 2013

# of

Prescribers . A A a2
% Change  -19.3%  -132%  -5.2% -2.8% 1.9% 6.2% 7.7%

inTRx
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Increased calls have a significant impact on OxyContin TRx —
Market deciles 1 to 4
~ TRx/prescriber change? by # of PDEs g
#of Rx £
:
5
4
3
2 E
T 0.1
0 — z
y 0.1
0 Oto4 4108 8to12 12t0 16 16t0 24 24 and over §
# PDEs April 2012 — March 2013 T
#of sos2s seasd Mods . 4zes s
Prescribers "0 wior v Wi ey e 3
% Change -5.9% 1.9% 7.5% 10.2% 18.4% 38.9% 29.6%
in TRx
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Vacancy analysis suggests that OxyContin is still responsive to calls

9L
A

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

i

=

Cumulative change in OxyContin Cumulative change in OxyContin 5
TRx following vacancy TRx after vacancy is filled :
4 .

z

2

0

3

Cumulative % Change in TRx
Cumulative % Change in TRx

4 -
£ - 5
-8 -8

-10 Months of Continuous Vacancy -10 - Months of being filled post-vacancy

BWi | prepuBls USISE WY LS 0L ELOZ/E L6 PolUld

= 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 of month TRx change for 8373 zip codes with >100 total TRx in a 28 month period (Jan 2011 to April
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Calling on high decile physicians with appropriate frequency can have
major impact on OxyContin TRx: physician “natural pilot”

True physician example

Specialty . Anesthesiology
Location

Market Decile : 8

= This physician went from

: Wareham, Massachusetis

= This is not an isolated

12 months ending 12 months ending

March 2012 March 2013
Calls made on 0 P1
physncnan 1 P2

OxyContln scnpts
written during 2nd
half of year

177

OxyContin share
of ERO Market

CONFIDENTIAL - SUBJECT TO PROTECTIVE ORDER

receiving 0 P1s to 18
P1s —this resulted in a
94% increase in TRx

case

— 84 physicians in
deciles 7-10 went
from receiving <4
PDEs to >14 PDEs

- These physicians
increased OxyContin
TRx by 39%,
compared to a 17%
decline in physicians
that continued to
receive <4 PDEs
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Most unattractive

A number of external factors contribute to
patterns of market attractiveness by geography

. Somewhat unattractive Most attractive

Average 7 IN/a

i .
1 Market attractiveness determined by eaually weighting 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
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OxyContin performance is largely driven by external market
attractiveness factors
# Territories {(examples) c
OxyContin TRx Growth 2011-20122
Above Average Below Average §
Most 74 New Haven, CT 31 Jersey City, NJ
attractive East Suffolk, NY Lowell, MA &
Virginia Beach, VA North Chicago, IL g
Somewhat 68 San Jose, CA 37 North Atlanta, GA ]
attractive Drexel Hill, PA Appleton, WI
_ Charleston, SC  Dallas South, TX
61 Boston South, MA 42 East Queens, NY
Market A Mankato. MN ; ' g
Attractiveness! | VeTag® anxato, Park City, UT 8
Westminster, CO Ann Arbor, Mi g
36 Pittsburgh Central, PA = 72 Milwaukee South, WI g
Somewhat o ’ . ’ z
unattr;vctive Louisville East, KY East Baltimore, MD Ln
Oklahoma City, OK Seattle, WA g
Most 22 Detroit, Ml 80 Tampa Metro, FL 3
unattractive Bakersfield, CA Dayton South, OH
Las Vegas East, NV Bellingham, WA
1 Market attractiveness determined by equally weighting by quintile ranking Gx penetration, ERO growth, household income, and managed care access
2 Analysis conducted on year ending in March 2012 v. year ending in March 2013

CONFIDENTIAL - SUBJECT TO PROTECTIVE ORDER PPLP004001395
P-22181 _ 00052



Contents

= Market landscape & demand forecast
= Messaging & positioning

= Segmentation & targeting
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= Access & availability

= Scientific support
= Commercial spend levels

= Patient funnel
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Saﬂes force facus and executmn findings and imp!icatnons

Key Fmdmgs imphcataonsi@ppurﬁ:umtzes

= 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 (6- = 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

i [ piepueS WSS INY 9Y: L L € LOZ/ELIE POIIPOI 1587

o accompanied by a cultural change
* toward greater adherence

= Purdue sales force is making only 67% of OxyContin b Total OxyContin calls could be u
budget P1s (1H 2013) . increased substantially if all reps é
» Purdue call volume is lower than industry benchmark S performed the budgeted # of g
= P1 call attainment varies widely across terrltorles OxyContin calls 2
Sy 5%ofOxyContlncallsareoff—llst aaaaaaa ;‘WA&HV’(‘:‘HEHQ‘&‘TH’féxféwe'i’fﬁéd\}}}i’lxluﬁle”é'dmféw§
* Incentive comp structure for reps is misalignedwith = Revision to incentive comp could  ;
Purdue’s economics o better align reps to Purdue’s
e ECONOMICS
= The revenue upside from sales re-targeting and ... * Acomprehensive change program for
adherence could be well over $100M o the sales force can capture significant

incremental value for Purdue
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Currently, over 50% calls are made to low
decile prescribers

. Secondary details (PDE equiv)’

Primary details

i o Dy eimm ey Diaderil Ben vmd SO A L TR S SUPNPA p
Number of Primary Detall tguivalents (POks); thousangs

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

Total Pis: 181K
Total PDEs: 347K

10 9 8 7 6 5

Market decile

Low writers

High 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

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
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Decile 5-10 prescribers write on average 25 times more scripts per
prescriber than decile 0-4

Low prescribers * Decile 510
= prescribers write

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

= Thus, targeting
decile 5-10

271 prescribers is likely

e to have a much

greater impact than

. 56 35 targeting lower
e ’ 1 value prescribers’

8 7 6 5 4 3 2 1
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The sales force is currently performing only 67% of the budgeted primary

calls on OxyContin

Average monthly OxyContin calls
Jan - June 2013

Primary Detail

P1 P2 Equivalents (PDEs)’

Per Rep
* Target? 55 59 84
» Actual® 37 58 66
Field force total
= 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 calls/mo on Oxy Supercores and 1 call/mo on Cores)

3 Assuming 525 active sales reps
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Purdue call volume is lower than benchmark

- Sales force calls

B o g p ey B o
Annualized

9
1,700
1334 Making the | &
. . incremental | ©
180 calls
perrepper | i
year could ;

result in
- .. ] incremental ?
Purdue H1 2013  Primary Specialist' Purdue weighted . (r;fet;;vggue :
(annualized) benchmark i mn3 §
assuming 70/30 2
primary/specialty 0
call mix2 :

Benchmark

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 calis/ year/ prescriber, 38 incremental scripts per prescriber that is newly called upon (assuming Decile 5-7 sales responsiveness
caiculated by ZS Associates), 71 pills/ script, $6.2 average price per pill, with 25% rebate and other fees.
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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 territorias

%ofreps 3 3 3 6 7 10 17 15 12 13 6 3 1 1
88

81

5 4
0-7 7-1212- 17- 22- 27- 32- 37- 42- 47- 52- 57- 62- >67
17 22 27 32 37 42 47 52 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

= May include
territories
that were
vacant for
portion of
time period

CONFIDENTIAL - SUBJECT TO PROTECTIVE ORDER

PPLP004001402
P-22181 _ 00059

Wil | prepuels WeSe INY 9v:LL €L0Z/EL/E PSHIPOH 31587

BWi | prepuBls USISE WY LS 0L ELOZ/E L6 PolUld




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%

Current oali activity

__ One possible route
to benchmark

Potential new allocation

Number of “on territory” days per year

Number of “on territory” days per year

| ltem

Days! item Days'
Number of worklng days 260 | Number of workmg days 260
Holidays M3 Holdays 3
iVacatlon and other tlme off =212 Vacation and other tlme off -27.2
Trainings and meetings =175 Tralmngs and meetlngs

-4.3

Other company-related tlme off of f|e|d 4.3  Other company-related tlme off of fleld
Total days 199.7 | Total days

Avg calls perday * 7 |Avgeallsperday
Total calls per year 1398 | Total calls per year

1 Purdue 2012 Actual data was used for this analysis
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Adherence to the call list is only ~55%

Wil | prepuels WeSe INY 9v:LL €L0Z/EL/E PSHIPOH 31587

# of 42 000 26,000 18,000 10,000
Prescribers

U

Of the P1 calis made...
................. o T 000 out of the 18,000
calls actually made were

off-list (44%)

T ———————
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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 g
50
40 §
& 30 :
; g y =0.0038x - 7.528
g 20 Rz =0.0024 i
R Implies that doing 175 | 3
28 10 more PDEs on deciles
e e 1 .
BT, 5-10' is associated .
3 2 . L. : : with 0.6 percentage ;
% o g ¢ B0G — 800 1000 point increase in g
& T p \ OxyContin growth rate | &
ggfé (10) - ‘ Xy in grow :
5~
- (20) -
& &
B
< (0
(40)
(50) :
PDEs on Decile 5-10 over H2 2012 and H1 2013
1 Which is going from 25t to 75t percentile of PDEs on deciles 5-10
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Some variability exists across tenure for average prescriptions per rep

: OxyContin average TRx per rep by tenure

s RNtk P o T
2012008 average TRX

9,458 .

Tenure (years)

Number of reps 158 119

Reps with >5
years tenure are
in territories with
average 12%
higher TRx than
reps <5 years (not
controlled for
other factors)
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incentive comp structure is steeper for Butrans, making each incremental

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

Quarterly Incentive bonus

% v * For average rep,
i incremental scripts
24,000 Rerans Ten Takes " relative to baseline worth
22,000 + ~$13 320 mpore by BBUtrans bonus® - far more for Butrans than
3 u u "
20,000 - growing Butrans by m for OxyContin, because

slope of bonus curve is

18,000 ! 90 scripts relative to " steeper for Butrans

16,000 baseline bonus

14 000 @ = Purdue, in contrast,

’ ® & makes 67% more if rep
12,000 s © * OxyContin bonus sells 90 OxyContin
10,000 ® incremental scripts than

8,000 e e Average rep makes 90 Butrans incremental
6,000 ... ~$1470 more by . scripts ($30k vs $18k)2
4,000 | g“’g‘g‘”g _Oixycl"‘t‘i““ 1= Additionally, incentive
2,000 - g 3 toybasZﬁ:z zoriuas've comp could incorporate

Q 2 e ; - - call list adherence and rep

productivity

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

TRx Iincremental to Baseline
Numbear of THx

1 Uses Q3 2013 incentive plan. Assumes 232 Butrans scripts/ quarter for average rep, and 2809 OxyContin scripts/ quarter for average rep.

2 Assumes average $267 gross price/ Butrans script 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 Butrans bonus calculation as is indexed to Butrans scripts

CONFIDENTIAL - SUBJECT TO PROTECTIVE ORDER PPLP004001407
P-22181 _ 00064

Wil | prepuels WeSe INY 9v:LL €L0Z/EL/E PSHIPOH 31587

BWi | prepuBls USISE WY LS 0L ELOZ/E L6 PolUld




Max level of bonus for Butrans at a higher level than for OxyContin

Max and baseline bonus levels for Q320137 by Product
Max bonus
. Bonus for meeting baseline
Max level of
Butrans bonus for
Butrans is 60%
higher than for
OxyContin
OxyContin

1 Uses Q3 2013 incentive plan. Assumes 232 Butrans scripts/ quarter for average rep, and 2809 OxyContin scripts/ quarter for average rep. Balanced
portfolio bonus indexed to Butrans scripts
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Reps who make more OxyContin P1s on high-decile prescribers generate
more OxyContin growth in their territory | ACTUAL DATA

Sales rep A Salesrep B

Wil | prepuels WeSe INY 9v:LL €L0Z/EL/E PSHIPOH 31587

Sales rep B generated % change in Oxy TRX,

0, o]
7% more growth...  H12012vs H1 2013 0% 7.3%

by making more Oxy  Oxy P1s on high decile .. N —
P1s on high decile MDs (5-10) per mo 23 28 tedn

Ui prepuels USISET WY LS0L ELOT/EHE PolliG

doctors...

despite operatingina  State TN TN

similar territory to . - SR

Salesrep A # of high-decile docs in -0 56
temtory

CONFIDENTIAL - SUBJECT TO PROTECTIVE ORDER PPLP004001409
P-22181 _ 00066



Going from 10 to 20 OxyContin P1s on high-decile prescribers generates
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R S N AR SR e

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
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Observations from rep ride-a-longs

= Reps given guidance to only speak about abuse-
deterrence label once with each physician
(guidance “not to make it a selling point”)

= Reps struggling to engage prescribers in
focused conversations about OxyContin

P Reps overwhelmed by amount of data available,
and unable to use it effectively for call planning
and focusing conversations with prescribers

= QObservation that rep still had old version of
~ OxyContin label without latest section on abuse-
deterrence

* Prescribers “not asking” to talk to MSL

= Belief that pharmacies occasionally switching
patients w/o physician call-back

= Corporatized provider in area wouldn't write
anything unless “dirt cheap” — physician view

= Abuse was seen as a real issue for each practice
and pharmacy visited; the new label was of interest
among prescribers and office staff

= Pharmacy call-backs seen as an unsustainable
‘drag’ on practice economics

= Reps tryin

introduced at trainings (e.g., “challenger’
approach)

= One rep attributed extensive dropping of co-pay

cards at pharmacies to increasing sales in territory

= Talking about availability of newer strengths (e.g.
15mg) seen as effective

= One rep able to generate new writers through
persistent calls each month

= Use of dinner programs seen as effective

= Talked about managed care ‘wins’ (e.9. MedCo
part D)

= Spending time with office manager discussing
managed care coverage and processes useful

= Can use pharmacy stocking report to ensure
pharmacies are carrying all dosages of
OxyContin

= Engaging interested prescribers on the importance

of using tamper resistance formulations could
increase comfort in using OxyContin
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could be up to $250M

Based on ZS Response curves

The revenue upside from sales re-targeting and adherence

| PRELIMINARY

PDEs per MD Total impact?

Current Total PDE TRx impact
Lever # of MDs {Avg.) Suggested change per MD3 TRx Revenue
Increase reach on decile Af 8,700
5-10 MDs not currently Reachable ~70%1
called

MDs reached 6,000 0 12-242 103k 69 411k $177M
lncrease frequency on 16,400 10 b 12-242 1562k 24 387k $166M
decile 5-10 MDs with
suboptlmal call frequency
Reduce calls on decile 43,000 5 s, 0 (110k) (5) €2’! Ok) ($90M)
0-4 MDs
Total impact 145k 587k  $250M
§ B

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
many as 210-230 reps

= Opportunity for up to
$250M impact from:

Targeting high value

prescribers

Performing budgeted

target Oxy P1s

= Assumes no change to
Butrans call plan

NOTE: Purdue call numbers based on blended and annualized Q1+Q2

CONFIDENTIAL - SUBJECT TO PROTECTIVE ORDER

1 15% discount on access, 10% discount on territory misalignment, 11% discount on other MDs not reachable (e.g. Region 0, IR only)
2 24 calis decile 6-10, 12 calls on decile 5; 3 Based on ZS call responsiveness curves by decile ; 4 On annualized basis
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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

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

1 Does not account for territory mis-alignment
2 Pro-forma relative to 1H 2013 performance, annualized

3 All scenarios assume 24 calls per year on deciles 6-10, 12 calls on Decile 5
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Description reps’ impact?  to believe

a ' Shift calls to high-value B5+ ¢ * 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
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Market landscape & demand forecast

Messaging & positioning

Segmentation & targeting
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= Access 8 availability

— Pharmacy/wholesale

— Managed care

Scientific support

= Commercial spend levels
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Patient funnel

Appendix
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Contents

= Market landscape & demand forecast
= Messaging & positioning
= Segmentation & targeting

= Field focus & execution
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= Access & availability

— Managed care
= Scientific support

= Commercial spend levels
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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

Wil | prepuels WeSe INY 9v:LL €L0Z/EL/E PSHIPOH 31587

= 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
difficuity filling opioid prescriptions

- Share of redeemed OxyContin savings cards feli sharply for CVS in Q13 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 roiled out in fuli
= 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 In 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

BWi | prepuBls USISE WY LS 0L ELOZ/E L6 PolUld

— There is little evidence that mail order is increasing to offset retail pharmacy access issues
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. - . PRELIMINARY
Access issues at pharmacy and distributor level | o
! Low impact € High impact

Potential size
Actions impacting access of impact

2 Turn away patients who raise ‘flags’, which may include: €
- Living far from pharmacy, or prescription was written far from the
pharmacy
— Being new patients
- Havmg a prescrlptlon for >120 unlts

€IS WESe3 INY 9v:LL €L0Z/EL/6 PSUIPOH 31587

E

» Modlfy Rx to fewer tabs o | | » » i D y
(must call back PRYSICIAN) et | &
XXXXXXXX Stock out of opioids (either because limited dellvenes |mposed by » §
S Ot OrS O Q) s et
‘‘‘‘‘‘‘‘ Choose not to carry op|0|ds at all B §
DEA actions have led to several wholesale distribution facilities B ;

. being barred from shipment of class 2 drugs for periods oftme &
Halt C2 shipments to pharmacies that order ‘too much’, as b :

measured by dosing units and molecule type (compared to historical
- purchase levels and purchase of non- controlled substances)

‘lelt volume of CZ shlpments to pharmames (e g., only allow orders B
up to historical purchase levels +10%)
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Pharmac
‘: ents ¢

risk of filling opioid prescriptions...

Government ID

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
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 prescriptions

Guidelines established by major pharmacy chains and increased
work associated with filling opioid prescriptions have restricted
patient access

“We kind of discourage [the opioid business]... it's
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)

ncreased work

PPLP004001418
P-22181 _ 00075
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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

Wil | prepuels WeSe INY 9v:LL €L0Z/EL/E PSHIPOH 31587

Possible that this has
already been implemented, given
other elements of the settlement
. (e.g., GFD) appears to have been |
|mplemented before the settiement
fmallzed and made

“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”

BWi | prepuBls USISE WY LS 0L ELOZ/E L6 PolUld
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Pharmacies are calling back physicians to verify [PRELIMINARY
prescrsptuan and to discuss treatment plan

5
g
“It used to be that prescriber decided what drugs ] “Patients went to many g
patients get, now pharmacists are now questioning the pharmacies [in Manhattan] and >
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” w
suggest he change the prescription to 80/20 ER/IR” — Physician specializing in pain ;
— Former senior pharmacy director at CVS (FL) control g
R . B J—— 3
(- ' N
“We are now asking doctors to modify prescriptions... “The patient population is annoying, the ?
for example, if we think the patient isn't opioid tolerant | documentation is annoying. A lot ofimy colleagues g
already, we will call the doctor.” decide to stop doing opioid prescription later in their s
— Former Walgreens Pharmacy Manager (KY) - career (because they are tired of the hassle)” 2
RSN | ‘1 | - Anesthesiologist and Pain Management Physician z
« . ) _ at major hospital D
Pharmacist should look for different flags: In a certain = | | § L . i g
market area? IR and ER? Days supplied? Proximity of f L™ ¢
the patient to the pharmacy and prescriber? Does the . . . . g
prescription look altered? Is this a valid DEA number? Is bPCPS are% ;’;\Cfi‘?‘s'gg relferrals tz Zpec'f"it.s’ partl H
this a valid prescriber? ... Then he calls the prescriber to cir??r:ifsoan depelazer?tsriSn?t?rliJ:g” rug testing, pain
alidate for every TRx (requirement in the last year or T .
;’W;)u X (requi ' ¥ - Anesthesiologist and Head/Neck surgeon
- Former senior pharmacy director at CVS (FL) ‘ T —
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Share of savings cards redeemed started to decline

FRELIMINARY - IN VALIDATION

in Q3 2012 for CVS and Q2 2013 for Walgreens

~ Share of redeemed OxyContin savings cards

Y

78
76 - L All others
4 - s o= ooy o= = ’
72 st n”
m'i W P
14 - Q2 2013; \ — Walgreen
— Walgreens
12 + * starts to decline
10 -1 ——
g | Q32012:CVS
‘ starts to
4 : decline
2 ¥
0! E
Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun
2012 2013
: Total number
ofsaings @@ R RDODD D DDDEBBR
cards ‘ o
redeemed
000s
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CVS'’ share of
redeemed savings
cards starts
declining in Q3
2012, coinciding
with its national
rollout of dispensing
policy for controlled
substances

Walgreens’ share of
redeemed savings
cards starts to
decline in Q2 2013,
coinciding with the
national rollout of
GFD

PPLP004001421
P-22181 _ 00078
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Analysis of patient data collected by the Pain Care Forum shows direct
evidence of patients having difficulty filling opioid prescriptions rPreuminary

Among respondents, 95% are currently taking g
prescription pain meds and of those, 17% | ...OxyContin patients, making up 10% of 2
report having been denied filling a . | prescription drug patients in the survey, report e
prescription... denial rates of 23% 8
Number of respondents Number of respondents §
436 :

AT9T 3085

:

T~ AN .

3 2

7%\ 2.6%)

105

All Currently Deniedat Never Currently taking  Denied at Never filled ;

taking pharmacy filled : OxyContin pharmacy 2
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
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by other chains and independent pharmacies

Monthly OxyContin purchasing by pharmacy chain

v% 6hange |

from Q1 2013
to G2 2013

12

Independents

6 - _ o~ -~
5 fwﬂ » -y - = O :}%
- - “\/ Com SN m e m T = CVS
4 AN v 7N + Walgreens
3 Rite Aid
mmwm'“mmww”“%mﬂwwnm’”“”OtherChains
2 . — — R
S—— o st T g, SO R Walmart
1
0

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

o

Walgreens purchasing of OxyContin has fallen more relative to purchasing

€ LOZIELIB PSUIPOH 35877

*  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
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The number of Walgreens pharmacies purchasing high-dosage OxyContin
has fallen significantly...

% Change

Wil | prepuels WeSe INY 9v:LL €L0Z/EL/E PSHIPOH 31587

10 mg 4944 4331 -613 -12.4%
20 mg 5646 4993 -653 -11.6% * Number of stores
; purchasing have
i fallen the most :
30m - - 0 3
| g 3666 3044 622 17.0% between Q4 !
\ 2012 and Q2 5
40 mg 4988 4299 -689 -13.8% 2013 for the é
: high dosages z
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...and Walgreen’s purchasing declined much more steeply for high-dosage
OxyContin

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

= Qverall market
tended to see
faster declines in
high-dosage
units, but
Walgreens
showed a far
faster decline in
high dosage
units
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40mg 60mg 80mg Al
————————————————————————————————— ' dosages

10mg 15mg 20mg 30mg
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Walgreens’ purchasing of Butrans also declined more compared other
pharmacies, but not to same extent as OxyContin

% change 2

Butrans Pharmacy Purchases, Walgreens vs. others from Q12013 =

Thousands of Packages to Q22013 e

34 -

32 E

30 % Others | 60% = Walgreens’ ;

28 - purchasing of 3

Butrans has

26 also declined =

24 more between ¢

Q1 and Q2 :

22 2013 compared §

20 - to other z

= o pharmacies &

6 - w"””&'\ /ﬁ% ~— ¥ e ~& Walgreens ¢ .

- ® - ¢ % §

4 ¥
2
0
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TRx losses from chain pharmacies

OxyCOntm TRx by channel

Thousands of TRx

. Q12012

Q22013

IMS
825

750 .99 (75k)

~2% (8.9K)
18 15
Chain pharmacy Independent Mail order
pharmacy (Standard
PHASFC%OO 1230 and specialty)

Vv 5% (61k)

15 14

Mail order
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IMS and PHAST data both show no evidence that mail order is offsetting

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

This relationship
holds even when
we focus on 1
2013 vs Q2 2013
(e.g., time of
Walgreen’s GFD
implementation)

PPLP004001427
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Even by dosage, there is little evidence that mail order is offsetting
declines at the chain pharmacy level
Oxy(.‘;ontin TRx by channel and dosage :
Change between Q1 2012 and Q2 2013
oo oo m o o : %
Dosage Channel Q12012TRx Q22013TRx ! 9% change ! . :
" ; = Mail order z
10mg Chain 160998 161210 ! -6.1 | volume declined | &
Mail order 2571 2104 ' 82 1 for all strengths, | ¢
_______________________________________________________________________ ORI I | with the 3
20mg Chain 217528 194323 § -10.7 : L exception of 3
 Mailoder 4868 3041 1 1904 | 60mgs E
30mg  Chain 75490 80619 ! +6.8 | |= Evenfor60mgs, | {
: i .. increase inmail | §
oo Mailorder 1347 1038 -23.9 : . order volume R
40mg Chain 171146 144114 , -15.8 ! (+75 TRx) does | 1
Mail order 4285 3643  -149 | not significantly |
---------------------------------------------------------------------- S ———— offset chain 2
60mg Chain 61827 59931 : -3.1 ! : volume declines ta
i E
80mg Chain 115799 93401 , 19.3 !
Mail order 3307 2003 1 123 !
b o o e o
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Contents

= Market landscape & demand forecast
= Messaging & positioning
= Segmentation & targeting

= Field focus & execution
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= Access & availability

— Pharmacy/wholesale

__ — Managedcare = =

= Scientific support

= Commercial spend levels

BWi | prepuBls USISE WY LS 0L ELOZ/E L6 PolUld

= Patient funnel

= Appendix
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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 28% of OxyContin TRx from
201012

- QxyContin 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.
— InPart D, OxyContin is best keeping up with overall ERO growth in plans where OxyContin has Pref. Branded Tier
access

Wil | prepuels WeSe INY 9v:LL €L0Z/EL/E PSHIPOH 31587

* 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 puli-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

BWi | prepuBls USISE WY LS 0L ELOZ/E L6 PolUld

— Lack of differentiation among opiocids 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
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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
%, (2010-2012)

100% = 6.0

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

Ui PrepuElS WSSe3 INY 9v:LL €L0Z/EL/E PSHIPOH 1587

Commercial .

= Primary growth
driver for
OxyContin Part D
was likely the

fPart D
Medicaid

SWi | piepuBls Ulsise] WY LS 0L ELOC/E L6 PolUld

-27% increase in covered
Cash z i
population
Managed

Medicaid
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segments, including Part D

... but OxyContin’s share of the ERO market is declining in all significant

2010 and 2012 share of ERO TRx

9% 20101

2012

30.430.1
286

22.9

. 20.3
19.0 ;

13.613.514.0

Cash Commercial Managed Medicaid Part D
Medicaid

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

Off
formulary

Off

formulary
UnMapped!

UnMapped!

Non
Pref.
Branded

Non
Pref.
Branded

Pref.
Branded

Pref.
Branded

2010 11 2012 2010 112 2012
Avg, d dp 2% G
rebate

InPart D, a
significant fraction
of ERO Rxs fall
under plans where
OxyContin is not on
formulary

Assuming Medicare
continues to grow
at current rates and
Commercial plans
decline, significant
value is at risk

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, Wellpoint Part D, and Silverscript go off formulary in 2011; Silverscript comes back on formulary at the end of 2011
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Coverage has an impact on market share in both Commercial and Part D

Medicare Part D

R R e

Pref. Non Pref.  Noton UnMapped Pref. Non Pref.  Noton UnMapped
Branded Branded Formulary Branded Branded Formulary
Access Access Access Access

CONFIDENTIAL - SUBJECT TO PROTECTIVE ORDER PPLP004001434
P-22181 _ 00091

Wil | prepuels WeSe INY 9v:LL €L0Z/EL/E PSHIPOH 31587

BWi | prepuBls USISE WY LS 0L ELOZ/E L6 PolUld




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
OxyContin
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13 14
12

10
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U A SHEHUIEE——c 8% STFRRRBIR AR R S8 STRPIIR R R SIPPIIMAIR R

Pref. Branded Non-Pref. Not on Formulary UnMapped Overall
access Branded access

Oxy formulary status: PartD
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There have been several key adverse changes in formulary status for

OxyContin in recent years Percentage of
overalli ERO
Formulary EROC TRx 2012 market with
Payor change Period Rationale {0008} payor (%)

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

Removal from 2010 present » D|sset|sf|ed wrth rebate Ievels 21 9k 1%

formulary * Desires to move away from

percelved OxyContm pahents

1,213k
(S|Iverscr|pt)

Removalfrom Jan 2011 - Nov

form ulary

Caremark
. (Part D)
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(Sllve rscri pt)

Removal from Jan 201 1- D|ssat|sf|ed wrth rebate Ievels
formulary present . Vlews class as very genenc z
Removal from - .- 22k 0.1% :
formulary &
New PA Late 2011 = - 58k O 2% §
requirement §
Removal from Jan 2014 = Dissatisfied with rebate levels 146k 0.6% :

o (Part D, MA)  formulary » | ack of differentiation of OxyContin ;i

@ UHC (Part D, Removal from Pending = Dissatisfied with rebate levels 1,280k 5.7%
. PDP) formulary = | ack of differentiation of OxyContin

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 a previously
negotiated contract with Purdue)
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Genericization of the class

* Branded products have gone
off patent

= Majority of ERO scripts are
written for generic products

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 ERQOs, payors
are more tolerant of this

CONFIDENTIAL - SUBJECT TO PROTECTIVE ORDER

Government actions

Changes in formulary status in Part D are driven by genericization,

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

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
(e.g., fewer emergency room
visits, lower utilization of other

PPLP004001437
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Market share and growth of largest plans by volume — Commercial

N FEY o \. e
Sorted by ERQ marketl size

Non Pref Access

2012 ERO ?XB{\le ;(?xy share of ERO :

TRx b Formulary g

{0008 2011 2012 2011-2012 delta 2012 2011-2012 delta status’ %
Medco Hith Solutions Unsp. 1585 543 515 -28 § 32 Pref. Branded §
N B B
Tricare 475 163 146 7 § Y Pref. Branded :
Expressscnptsunspec422 xxxx 1 32 ,,,, 131 ‘‘‘‘‘ 1§i ,,,,,,,,, 3 1 ,,,,, Ui ;
Advancepcs Unspec \ a8 116 122 \ \ . 6 20 \ B;,e,;a%fgggea/ 3
eepotee s s w0 e
BCBS Wellpomt/Anthem2 349 142 113 -29 § Pref. Branded é
Workers Comp Employer3- | 310 " .119 | 109 E § N | .Pref Branded §
Aetna Inc. 304 : 112 96 : | f § ..... Pref. Branded | ?
Clgna 254 78 83 § Pref. Branded é:n
All other third narty - 243 39 : 40 - § Unmapped ;:
Walgreens Hith Init Unspec 240 40 36 -4 § Unmapped
BOBS Healthcare Service 229 64 62 | 2 g Pref. Branded/

1 Many payors have plans that vary somewhat in formulary status. However, the dominant formulary status is listed here.
2 Wellpoint lost 7mn patients during this time period, helping to explain why OxyContin scripts fell significantly with this plan but share was not impacted.
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.
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Market share and gmwth of largest plans by volume - Part D
Sorted by ERO market size
T R LT oy T T

2012ERO 5504 (%)

TRx - - o Formulary
{000%) 2011 2012 2010-2012 delta 2012 2011-2012 delta status’

UHC/Pacificare/AARPMedD 1,748 570 528 30

Silverscript 1,213 175 262 3 Pref. Branded

Unmapped
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Universal American Corp

Pref. Branded

Non Pref Acsé;ss/
Pref. Branded.

Health Net Inc. 254 52 71

ESI/Medco Med PDP
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Wedaasn

Bcbs WeIIpomt/Anthem

United American InsCo 79 13 21
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Changes in formulary status have substantially impacted

OxyContin TRx volumes

Aetna Part D: -39k in TRx . . Got back on
Silverscript: -10k TRx @fg?ao’?,?fpg;«féfgﬁi I.';’)‘( formulary with
Wellpoint Part D: -6k TRx P ' Silyerscri t. +87K
/ v -/
) _.fi \‘\ i.f‘t
e D
Part D / %{ 7
.e"f i‘: ’fi %
20% of 2010- | 9% of 2011-
2011 TRx | 2012 TRx
. decrease . decrease
Commercial ;
Managed
Medicaid
Medicaid
Cash -
2010° Plans with  Other 201" Plans with  Other 2012
formulary formulary
status status
changes changes

1 2010 and 2011 coincides with period of reformulation rollout and exit of generic OxyContin from the market
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Loss of Part D formulary can spi!! over into Commercial Year of o OxyConin
0SS O Fa
Summary of OxyContin performance in Aetna plans post loss of Medicare formulary status in
Part D formulary status Jan 2010 )
g
OxyContin ERO share ;f
% :
Aetna Part D Aetna Commercial g
Incremental $17M Incremental $2M ¢
revenue had Purdue if Purdue had ¢
retained share retained share ¢
. ;
32 i“%
H
2009 2010 2011 2012 2009 2010 2011 2012
Oxy TRx 42 6? “27 1280 189 148 11120 (98
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Scranton

Even across territories with equal access situations, there is differential

pull through
Territory pair OxyContm share Of ERO State
Cherry Hill | | NJ
Long Branch “““
Goldsboro NC
Burlington
Houston Central TX
San Antonio North
North Atlanta GA
Savannah
West Chester PA

% of EROs

where OxyContin

on formulary
~60%
~55%
~45%
~45%
~45%
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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

_ “I'think this category is pretty much settled... we've only just

| added some step edits to increase generic utilization... OxyContin

. _ has been on preferred tier for very long time... really no plans to
... Mmove it anywhere because we would lose rebates and also it was

- recently reformulated with abuse deterrence”

. “No products that really stand out/ dn‘ferentlated . but |mportant to

have wide range of opioids available for prescribers... important

_ from a clinical perspective because people react differently to pain
.. medications and have allergies”

. “Pain is 4-5% of my total spend — somewhat important but heavily
: driven by generics... [there’s] no differentiation among pain
. medication ~ it’s one big bucket”

 “'haven't seen anything that has blown me away... the jury is still
_out... Idon't think the sample sizes are large enough for our kind
. of population”

5 ”If it could be proven that the product decreases/ elnmlnates
y abuse, yes, payors would consider it... but bottom line is very
| important, just having clinical advantage might not be enough”

Note Referto full summary of payor mterv:ew notes for detalts
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Interviewed experts
attributes include:

Perspectives from
SE, West, and NE
Experience in
plans with 200k to
5.5mn lives
Pharmacy Ops
Manager,
Regional Medical
Director, and
Pharmacy
Director
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OxyContin appears somewhat under-resourced on MSLs | Most relevant
compared to industry benchmarks comparisons

Medical Field FTE per 1$B peak product revenue

* Even compared to
products 11+ years
old, OxyContin seems
under-resourced on
MSLs who focus on
building field support
for products

Purdue
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%

% = OxyContin may need

§ higher level of MSL
Benchmark % L L resources, even given
by lifecycle < § R | itsage, duetoAD

% .

%

stage 2-5 years 18.8 reformulation

= ~B-7 additional MSL
FTEs would bring
OxyContin to
benchmark
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Peri-launch i
(+/- 1 year)
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Current Purdue MSL practices vs. industry practice

Current Purdue practice

Industry practice

= Avoid bringing in MSLs
_unless payor makes
unsolicited request

N MSLs do not target any
ibers  Prescribers (including KOLs)
~ to deliver OxyContin-related
medical information

CONFIDENTIAL - SUBJECT TO PROTECTIVE ORDER

= MSLs target payors for
delivery of medical content
related to product

= MSLs target KOLs for
delivery of medical content
related to product

= MSLs may also target other
prescribers who have unmet
medical information needs
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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
OxyContin has equal or for OxyContin v. other ERO products address

greater risk of abuse relative * How much of this

| to other products data exists already
e SR R T SR8 A RS R 4908 S50 S but is not well

{2 Real world IR v. Oxy abuse rates
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= Physicians are unaware that @ Poison control center cases by type understood by
certain types of abuse relative to prevalence of product physicians?
(injecting, snorting) are no = What additional data

higher with OxyContin

, could support these
relative to other products

and what would it

PR ARKNNSCIRP I INANKYN GO ITAANNNSNCIOFIANNNGS CEPO TP ARANNNCIU ORI P AANNNTCUOPIINANNNGNOQQ FIANNNTTCCINIIANNNNENGOOD P AANKNNE IO 0PI AINNNNCUP PPN AANNNNCEOOIIAANNNTOCOQN D take (resources’

= Unclear long-term efficacy &) Data showing lower rates of immune timing)?
suppression, endocrinological problem = \What are the best

BWi | prepuBls USISE WY LS 0L ELOZ/E L6 PolUld

@ Lower switching v. comparators (e.g. dissemination
ER morphine) channels for different
e e stakeholders? What
r r g
* Payors: Abuse-deterrent € Estimates of cost of abuse (e.g. I\i;?_i)cae;(fegui red?
OxyContin does reduce emergency room visits) and prevalence ' '
costs of abuse but does not of abuse in particular payor’s population | * Whatis the overall
lower the overall formulary message?

cost due to price v. Gx
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'18 Consicler NOraasing resowning levels in nexd budast ovals, with cleay DUSINSSS cases and RO

OxyContin is resourced well below benchmark

Sales

Promotion

Saies & promotson ccst per doiEar revenue’ |

9.1

Opana sales force
averaged ~680 v. ~525
for OxyContin in 2012
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Primary2  Specialty> OxyContin
Benchmark for
mature brands
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1 DTC cost removed from benchmark set; Sampling is included (~0.4% of revenues); 2012 numbers for Purdue — 2013 allocation may be different
2 N=6; average revenue of $1.9B; average of 3 years before LOE. Average time on market 11 years (range 7-18 years)
3 N=4; average revenue of $1.1B; average of 2 years before LOE
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Key themes

Supporting evidence

Prescribers are
concerned about
cost to patients

Some patients are
concerned about
use of narcotic
drugs

= “Itry to get all my patients on EROs, the problem is that going to EROs is a financial burden’-
Anesthesiologist

= ‘| 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

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

= “Usually | don’t have problems, patients have pretty good idea of what’s out there as they were
referred and have experience with many pain meds”- Anesthesiologist

* “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)- Inferventional Spine and Pain Management

= “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”- Anesthesiclogist 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 = ‘| (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

pain “| start with NSAIDs; if (pain) becomes more chronic, | add Lyrica or Cymbailta, (especially) if 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
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= “Patients will often have a preference- Attending physician at major hospital
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median household income is higher

median household Oxy ERO market share
income’ 2012, %

Example territories

Bottom quintile

2nd quintile

3rd quintile

4th quintile

Top quintile
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Cleveland North, OH
London, KY
McAllen, TX

Greensburg, PA
Hickory, NC

Denver, CO
Jacksonville North, FL

Northwest Oklahoma

Arlington, TX
Wheat Ridge, Colorado

Manhattan East, NY
North Nassau, NY
Reston, VA

Oxy share of ERO market is significantly higher in territories in which

May be
opportunity to
better target
programs aimed
at co-pay
assistance to
patients in lower-
income areas
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Overview of prescribers interviewed to date

interviewed: 20

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
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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 addictionarea . “Eyen patients with acute post-surgery pain prefer pain to side effects of those meds’
concern Physician specializing in pain controf

= “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

Wil | prepuels WeSe INY 9v:LL €L0Z/EL/E PSHIPOH 31587

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

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

BWi | prepuBls USISE WY LS 0L ELOZ/E L6 PolUld

= “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... | 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’- Privafe practitioner with pain
management fellowship

Wil | prepuels WeSe INY 9v:LL €L0Z/EL/E PSHIPOH 31587

= “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
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Summary of prescriber interviews FOR DISCUSSION

Theme Interview Quotes

Prescribers fear legal =
consequences (DEA, revoked
license) of prescribing opioids,
leading to more referrals to

pain specialists and decline

of prescriber pool M

“The prescriber pool will most probably shrink, as fewer prescribers want to deal with the
issues around opiocid prescriptions, such as abuse” — Direcfor of Pain Management

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

“The DEA is 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

"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

“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 privafe practice

“The new trend seems to be more PCPs referring pain patients to specialists to insure
themselves against issues of overdosing and side effects” — Aftending 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

“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

= “If the # of pills is greater than 120 pills, that generates a call back from the pharmacist’-
Private practitioner with pain management felfowship

= “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
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Summary of prescriber interviews FOR DISCUSSION

Theme

Interview Quotes

Managed care access limits
prescription choice and
available options

= “QOlder generic medications are usually better covered, for example methadone” — Medical
Director of major pain center

= “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

= “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

= “Cost is a main driver of deciding what drug to prescribe to patients... Qutpatients are still
largely driven by cost and tiers, which makes prescribing generics and narcotics the
easier choice” — Primary care physician
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Summary of prescriber interviews FOR DISCUSSION

Theme

Interview Quotes

Managing patients on opioids
takes increasing amount time
and resources

= “Treating patients with chronic pain now requires much more management, including
contract agreements, drug testing, and patient record keeping to avoid legal
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 af 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

= “There is a lot more work involved. At some point there will be too much work™- Pain
specialist in private pracfice

= “We need these [drug screening] resources because of the nature of our practice”- Pain
specialist at major pain clinic

= ‘| just don’t want more paperwork...| 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

= ‘| 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
fewer pilis and lower
strengths, and increasingly
referring patients to pain
specialists

Despite AD reformulation,
OxyContin brand still carries
negative connotation for
some doctors

= “| 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

s “OxyContin is one of the less abuse able EROs on the market today, but the perceived
fear on the street and confusion about abuse potential remains high” — Medica/l Director of
major pain center

= “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
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Summary of prescriber interviews FOR DISCUSSION

Theme

Interview Quotes

Opioids are usually used
after NSAIDs are tried or if
NSAIDs pose risk to patient

Additional comments

= “Treatment decision depends on patient diagnosis, drug history and drugs currently taken,

effect of pain on daily functioning” - Medical Director of major pain center

“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

“I 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/Cymbailta if pain is nerve
related; opiates are last resort.” —Primary care physician

"l 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

“I want help [from drug manufacturers] with knowing what the coverage status would be
and getting pricr authorizations” - Primary care physician in small group practice

“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)
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r Former Pharmacy Manager for a top 3 retall pharmacy chaln 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
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= Clinical coordinator for regional pharmacy chain

= Former Director of Professional Practice at a top 3 retail pharmacy chain ,
oversaw mail order services (until 2013)
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Summary of pharmacist interviews

Key takeaways

Quotes

DEA actions have had a
“chilling effect” on
pharmacy chains,
distributors, and
pharmacists; this is made
even worse by lack of
specific requirements

Pharm amsts Gbserve
increasing fear among
prescribers about quantity
and dosage

Slgmfmant increase in
due diligence and
paperwork associated with
C2 drugs

‘DEA has taken a strong role in deciding how pain medications are dispensed, having a
‘chilling effect’ on pharmacists who fear losing their jobs or their license” — Former senior
pharmacy director at CVS (FL)

“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 vulnerable about their own pharmacy
license and their jobs. They turn away patients who are looking for those controlied
substances and pharmacists who work for chains don’t have any incentive to take any risk
whatsoever’ — Former senior pharmacy director at Walgreens (IL)

"Doctors are afra|d SO they stop prescrlbmg - Clmlca/ coordmator at Publrx (FL)

“In 1llinois — [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
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
glve you 30” Pharmacy Manager at theAfd (MA)

"Walgreens and CVS now need to f||l in paperwork in trlphcates [for op|0|d prescrnptlons]
Clinical coordinator at Publix (FL)

“There’s a ot more paperwork... need to check SS number, driver’s license” — Former
Pharmacy Manager at Walgreens (KY)
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Summary of pharmacist interviews

Key takeaways

Quotes

Pharmacists report turning
away patients, especially
those with suspicious
prescriptions or new
patients because of risk
associated with opioids,
perception that patients
will “bring their friends”,
and associated paperwork
burden

Walgreen’s and CVS’
internal memos on C2
drugs increases oversight
and stresses “reasonable
quantity”, but may not be
setting mandatory national
limits on tablets/ Rx or
strength mix

“We kind of discourage [the opioid business]... it's 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)

“The 2 largest chains — [making up] 80% of total dispensing — released internal memos, 1.5
year ago for one, 6-8 months for the other — Former senior pharmacy director at CVS (FL)

“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)

“Walgreens looks at how much each pharmacy is purchasing, and controls by generating
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)

“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)
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Summary of pharmacist interviews

Key takeaways

Quotes

Some individual pharmacies
or districts are likely seif-
imposing TRx or pill limits
per week

Lack of flexibility in
supply to the pharmacy,
constricted both by chain
HQ and distributor

Questionable metrics
seem to be used by DEA
and distributors, feading to
anecdotal gross
constrictions in supply

s “lf's possible that local District Manager is using a personal number for limit pills/ script” -

Former senior pharmacy direcfor at Walgreens (IL)

* 1 won't fill an opioid until 2 days before the previous prescription runs out... “that's a
personal/ professional standard, not a Rite-Aid policy” — Pharmacy Manager at RiteAid (MA)

“Distributors only fills X of all scheduled Il narcotics. .. this restriction from distributors became
prominent when DEA took action against some CVS stores 2 years ago in Sanford — Former
senior pharmacy director at CVS (FL)

“There’s an internal panel that look at patient utilization, prescribers pattern and recommend
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)

“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
but we might get 2), but we don’t have any visibility” — Clinical coordinator at Publix (FL)

We are no longer allowed to increase orders for C2... corporate has policies on how much
each pharmacy can get per week.” = Former Pharmacy Manager at Walgreens (KY)

There are “war stories out there [about supply] ... a small town in lllinois has only a Walmart,
CVS, and an independent pharmacy... Walmart and CVS sat together and decided not to
serve OxyContin anymore... the wholesaler sees volume driven up at the independent, and
then the distributor cuts off the independent. This happened pretty recently” — Former senior
pharmacy director at Walgreens (IL)
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Summary of pharmacist interviews

Key takeaways

Quotes

Pharmacists have a
positive view of AD
technologies but cost is
an issue

Protocol for dispensing
opioids has become more
stringent

Dimensions that pharmacies
are conservative on

“These AD technologies are very costly for patients” — Former senior pharmacy director at
CVS (FL)

“The rub is that they are available but often insurance plan doesn’t cover them... PAs oftenin |
place and then doctors are so stressed out ... it all comes down to money” — Clinical
coordinator at Publix (FL)

‘Robberies went down when deterrent formulations went down, they aren’t going for the
OxyContin AD” —Pharmacy Manager at RiteAid (MA)

‘Pharmacist should look for different flags: In a certain market area? IR and ER? Days
supplied? Proximity of the patient to the pharmacy and prescriber? Does the prescription look
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)

Quantity: “First thing that we look at is the quantity... if you're starting, they are going to give
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)

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)
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Summary of pharmacist interviews

Key takeaways Quotes

Mail order is currently a s “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)
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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
manufacturers pharmacy director at Walgreens (IL)
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Overview of payors interviewed

Total # of payors interviewed: 3

Geographﬁca! spilt Northeast (1) Cahfornla (1) Southeast(1)

5 Payor expert1
- |In managed care for over 20 years
- Pharmacy Operations Manager, RPh
— Current payor:
= Commercial only
@ 1.2 mn lives
= Open 3-tier formulary design
= Payor 2
- Worked in several large payors
— Regional Medical Director, MD
- Current payor:
= 60% Commercial, 40% Med D
o 212K lives
= Very tight prior authorization system
= Payor 3
-- 10 years in managed care
--  Pharmacy Director, PharmD
- Current payor:
v 75% Commercial, 20% Medicaid, 5% Med D
o 5.5 mn lives
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Summary of Payor Interviews {FOR DISCUSSION

Theme Interview Quotes

Management of the pain =
category overall is stable in
outiook — 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

Pam isa reiatwe!y 1mportant =
category in formulary, but
behind oncology and other
higher-cost drug types

szfermg !evels of awarengss =
about AD reformulation =

“There isn't a lot of management [of this category right now]” — Payor 1

“I 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

“I think this category is pretty much settled... we’ve only just added some step edits to
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

No products that really stand out/ differentiated... but |mportant to have wide range of
opioids available for prescribers... important from a clinical perspective because people
react differently to pain medications and have allergies — Payor 3

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 —
hlgh) Payor 1

“Pain is 4-5% of my total spend somewhat |mportant but heawly dnven by generlcs
[there’s] no differentiation among pain medication — it's one big bucket” - Payor 1

“Pain is somewhere in the middle... pain isn’'t the most expensive medication (except for
OxyContin)... but it has high utilization... not like RA, MS, etc that are “budget busters”
which requrre more attentlon Payor 3

“[OxyContm] did show that ‘drug liking’ among poten‘ual abusers [Was Iower] Payor 1
“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

“I haven't seen anything that has blown me away... the jury is still out... | don’t think the

sample suzes are large enough for our k|nd of population” — Payor 2
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Summary of Payor Interviews {FOR DISCUSSION

Theme Interview Quotes

Even with AD benefits, cost = “We want most people toc 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 opiocid 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
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Somewhat aware of = [It s a pain for al pharmacy to get CZS a Iot 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

M|xed opinions on whe‘ther " “Addlct|ons are #1 publlc health issue in thls country Doctors don t want to prescrlbe 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
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= No change in prescribing patterns that [I've] noticed... maybe the change has been so
slow — Payor 3

No strict crrtena for = Each category is unique... [there is] no blanket “genericized” class” — Payor 1
categorizing drug classes as
“genericized”

= No blanket label for completely “genericized”... case by case basis — Payor 3
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Summary of Payor Interviews [FOR DISCUSSION

Theme

Interview Quotes

use step edits vs PAs vs tiers

Payors work with PBMs to
flag potential opioid abusers
in their patient population

Mixed responses to novel
confracting arrangements
between manufacturers and
payors, with pay-for-
performance having highest
appeal

Payor 2

Some variation in how payors *= “[We impose] step edits if trying to encourage physicians to follow a logical process... PAs

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 1%t option, then prior auth, step edit — Payor 2

“We work with PBMs to combat it as best as we can, to track patients and physicians who
might be abusing” — Payor 3

“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

‘I haven't actively participate in any collaborations [with manufacturers]... our lawyers
don't allow it” — Payor 1

“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
data...[and I'm] not very optimistic about it” — Payor 3

“Pay for performance always works... if they put some performance guarantee in there” —
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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

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
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= “[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
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