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Dear Ms. Walmsley,

On March 1, 2024, I wrote to GlaxoSmithKline (GSK) regarding its decision to discontinue its
branded inhaler product, Flovent HFA — one of the two preferred products on the market that are
safe for children with asthma — and, instead, introduce an authorized generic alternative at an
artificially high price.! I was deeply disappointed that GSK’s March 27, 2024 response evaded the
majority of my questions and failed to include information I requested regarding its pricing
decisions for Flovent HFA and the authorized generic.? These omissions effectively obfuscated
the true extent of GSK’s corporate profiteering and its effect on patients and taxpayers.

Since then, a study from researchers at Johns Hopkins University (JHU) has revealed that GSK’s
scheme — designed to avoid accountability for years of outrageous price hikes on Flovent HFA —
will cost state Medicaid programs nearly $1 billion in 2024 alone.? Even worse, recent reporting
has confirmed pediatricians’ warnings that the discontinuation would “result in [more frequent]
clinic visits, emergency department visits, hospitalization, or in some cases, loss of life.”*
According to one pediatric pulmonologist at a Kansas City, Missouri children’s hospital, GSK’s
move “was just as big a disaster as we thought it was going to be.””

GSK’s actions appear to be intended to circumvent new provisions passed by Congress to hold
drug manufacturers accountable for years of historical price increases. Starting on January 1, 2024,
drug manufacturers were required to begin paying increased penalties, or rebates, to Medicaid if
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they raised drug prices faster than the rate of inflation.® In anticipation of the policy change, many
of GSK’s largest rivals — including Eli Lilly, Novo Nordisk, and Sanofi — dramatically reduced
prices for some of their best-selling products to avoid paying the increased penalties, delivering
relief to millions of Americans.’” The Congressional Budget Office estimates that taxpayers and
patients will save over $18.5 billion from 2021 to 2031 thanks to these reforms.®

However, GSK chose a different path. Instead of lowering the price on the brand name Flovent
HFA to avoid new penalties, as its competitors did, GSK took the drug off the market entirely on
January 1, 2024 — the day the new penalties took effect. This maneuver allowed GSK to avoid up
to $367.6 million in rebates to Medicaid in 2024 alone.’

But GSK’s greed does not end there. In place of Flovent HFA, GSK pushed its own authorized
generic — the same drug, marketed under a different label — in order to shield itself from increased
penalties while remaining profitable. GSK has defended this move by pointing to the lower list
price for its authorized generic — but the net price, which considers rebates and other discounts to
insurers and government health programs, is much higher.

Indeed, your March 27, 2024, response confirmed that GSK offered a 90% discount on Flovent
HFA in 2023, meaning that the average cost to insurers was just $26:

[T]he average [2023] wholesale acquisition cost for all Flovent branded products
was $266 and the average net price was $26. The difference between $266 and $26,
that is, $240, represents rebates, incentives, and other funds that inure to the benefit
of other parties, such as pharmacy benefit managers (“PBMs”), not GSK.!°

While you provided complete pricing information for Flovent HFA — including its net price after
rebates and discounts — you hid behind your contract with Prasco, LLC (Prasco), and claimed it
was impossible for your company to provide comparable information for the authorized generic.
You also failed to detail any profit sharing between GSK and Prasco for the authorized generic,
including whether Prasco pays GSK any royalties to distribute the drug, as Prasco has done with
other brand name manufacturers.'!
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Nevertheless, the JHU researchers confirmed the true extent of your corporate profiteering: After
accounting for rebates and discounts, their analysis indicated that the average net price of the
authorized generic is roughly four times more expensive than Flovent HFA. As a result, GSK and
Prasco are on track to rake in $551.8 million just from Medicaid in 2024 alone. '?

In other words, by discontinuing Flovent HFA and peddling its own authorized generic, GSK will
avoid $367.6 million in rebate payments to Medicaid and, instead, charge Medicaid over $551.8
million in 2024 — a nearly $1 billion swing. Indeed, when asked about how the maneuver impacted
GSK’s bottom-line, Emma Walmsley told investors the discontinuation of Flovent HFA “has been
fully offset by the increased use of authorised generic versions of Advair and Flovent.”!3

Furthermore, while many state Medicaid agencies have chosen to serve at-risk children by
covering GSK’s more expensive authorized generic, many private insurers have not. As a result,
doctors have scrambled to shift their patients over to the only other viable alternative for children
with asthma, Asmanex, which has experienced shortages due to increased demand.'* At the
Children’s Hospital of Philadelphia, for example, GSK’s maneuver contributed to a 50 percent
increase in admissions for children with asthma in March and April, just three months after the
discontinuation of Flovent HFA'® and likely when pharmacists ran out of reserves.'® In the
Philadelphia region alone, at least seven children tragically died between January and July due to
uncontrolled asthma, which is “significantly more than in previous years.”!’

Patients, providers, and taxpayers deserve answers for your unconscionable profiteering. Since
you failed to provide complete answers to the majority of my questions in your March 27, 2024,
response, including key details regarding pricing decisions for the authorized generic and your
contractual relationship with Prasco, I accordingly request a complete response to the following
questions by no later than December 18, 2024:

1. What was the average net price, after rebates and discounts, for the authorized generic of
Flovent HFA for of the ten largest commercial health insurers in the country in 2023?

2. What was the average net price, after rebates and discounts, for the authorized generic of
Flovent HFA for state Medicaid agencies and Part D plans?
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3. Will you supply a copy of the licensing agreement between GSK and Prasco for the
authorized generic?

a. Does GSK charge Prasco a per-unit price to distribute its authorized generic, or is
there an upfront cost?

b. Is Prasco required to pay any royalties to GSK on the annual net sales of the
authorized generic? If so, what is the royalty percentage, and does the percentage
tiered based on annual net sales of the authorized generic?

c. Specifically, for each unit of the authorized generic of Flovent HFA sold by Prasco,
how much revenue does GSK earn? Please provide an answer for each size and
formulation of Flovent HFA.

4. Please list the volume sales of Flovent HFA and the authorized generic for the last five
years.

5. Has GSK expanded its low-income assistance programs for patients that are denied access
to the authorized generic by their PBM or insurer?

6. Will you provide me with a copy of your licensing agreement or contract with Prasco?

Sincerely,

Elizabgth Warren
United States Senator

CC: E. Thomas Arington, Founder & Chairman Prasco Laboratories



