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Pooled procurement via SCMS

 Voluntary mechanism under PEPFAR for supply of
international and local commodities

* Integrated mechanism from forecasting through to
delivery

« Covers ARVs, diagnostic kits, essential drugs,
laboratory commodities, and many other products

e Delivered circa $135M in ARV in FY10

« Delivering circa $20M per month in commodities via
200+ deliveries to all PEPFAR countries

SCMS®© « SCMS also provides health systems strengthening TA
to local supply chains

 Collaborates with all other major players in HIV/AIDS




Applying RDC commercial best practice for

Africa eliminates stock outs and reduces cost

Regional Distribution Centers
« Ghana, Kenya, South Africa

« Making critical ARV drugs
available for emergency needs

+ Increasing availability of product g s oo 21
. Rwanda | =%
and reduce the lead time e Naron
. Reducing logistics costs — focus maN v e
SCMS< i Sy
on landed cost for all recipients " o




International transport % by mode
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Annual savings from use of sea freight
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Savings via use of sea freight

» Using sea freight for major shipments to
SCMS regional distribution centers (mainly
ARVs) and direct to clients we have saved:

« US$ 39.8 M to Dec 31, 2010

- US$ 17.285 M in 2010

estimated airfreight charges for the same journey to demonstrate the

S CMS 3 Calculation based on actual transportation costs measured against
savings of moving goods through lower cost transportation

PEPFAR
Implementing Partner



Country savings from use of sea freight
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MNamibia
Botswana
Rwanda
Mozambigue
Zambia
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Kenya
Nigeria
Ghana

lvory Coast

Int'l Freight Cost Avoidance by Country
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Air Fuel Surcharge Cost
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Ocean Freight Bunker Surcharge

Ocean Freight Bunker Surcharge
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Country savings from use of road freight

Regional Transp. Cost Avoidance by Country
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Savings from reductions in cost of ARVs

» The USFDA tentative approval process for
ARVs allows PEPFAR to purchase generic
products for use in developing countries while
products are still under patent in the US

« SCMS has maximized the flexibility provided
by the tFDA approval to purchase generics

* In December 2010 98.3% of ARVs
purchased by SCMS were generic

SCMS®
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Savings from purchase of generic ARVs

* In the five years to September 2010, working
with PEPFAR implementers, SCMS has
maximized the purchase of generic ARVs
rather than innovator products

» Over the life of the project the cost of SCMS
purchased generic ARVs is around US$700M
lower than the estimated cost of similar
iInnovator products at Accelerated Access
Initiative (AAI) prices

SCMS®
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Examples of reductions In cost per patient year (PPY)

for the most commonly used ART regimens

Note on methodology

« Annual per patient cost is calculated using the
weighted average cost per drug based on SCMS
orders for generics placed during that quarter and
daily dosing from the WHO 2010 Treatment
Guidelines

« |f a product was not purchased in a given quarter
the average from the two adjacent quarters was
used

SCMS: « Lowest originator prices are Category 1 prices
from the MSF Untangling the Web Pricing Guide

14




Regimen cost per patient year for Stavudine (d4T),

Lamivudine (3TC) and Efavirenz (EFV)
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Regimen cost per patient year for Stavudine (d4T),

Lamivudine (3TC) and Nevirapine (NVP)
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Regimen cost per patient year for Zidovudine (AZT),

Lamivudine (3TC) and Efavirenz (EFV)

AZT/3TC + EFV

$500 N Lowest Originator:
= $ 514
o
N $400 $400 singles /
E $423 FDCs AZT/3TC + EFV
Lowest Originator:
5 $300 b
5
S $200
§ $165 singles
= $100 $151 FDCs
<L
$0
2007 2008 2009 2010
SCMSC? Order Date
A A A A A # of tFDA approved
generic suppliers
2 3 456 of EFV 600mg -

PEPFAR
Implementing Partner



Regimen cost per patient year for Zidovudine (AZT),

Lamivudine (3TC) and Nevirapine (NVP)
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Regimen cost per patient year for Tenofovir (TDF),

Lamivudine (3TC) and Efavirenz (EFV)
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Regimen cost per patient year for Tenofovir (TDF),

Lamivudine (3TC) and Nevirapine (NVP)
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Regimen cost per patient year for Abacavir (ABC),

Lamivudine (3TC) and Efavirenz (EFV)

$900
$800
$700
$600
$500
$400
$300
$200
$100

$0

Annual Cost Per Patient

SCMS®

PEPFAR
Implementing Partner

ABC/3TC + EFV
Lowest Originator:

$ 955

$808 singles

ABC/3TC + EFV
Lowest Originator:

$721

$325 FDCs

$263 singles

ABC B
2007 2008 2009 2010
Order Date
A # of tFDA approved A A
5 generic suppliers 3 4

of ABC 300mg

21




Regimen cost per patient year for Abacavir (ABC),

Lamivudine (3TC) and Nevirapine (NVP)
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Regimen cost per patient year for Tenofovir (TDF),

Emtricitabine (FTC) and Efavirenz (EFV)
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Regimen cost per patient year for Tenofovir (TDF),

Emtricitabine (FTC) and Nevirapine (NVP)
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Country examples of costs saved

« South Africa — in US$110M support to
national scale-up cost of ARVs reduced by
50% compared to previous national tender

« Cote d'lvoire — by recommending that a
waiver be obtained to import generic rather
than branded tenofovir/emtricitabine USAID
paid $216K rather than $483K, a 55% saving

« Zimbabwe — as the economy stabilized we
were able to use road transport from the
SCMS RDC in South Africa saving $130K pa

SCMS© that was reprogrammed to close a funding

gap for rapid test Kits




Potential for more savings

« Harmonization and standardization of laboratory and
other products reduces proliferation of products,
Increasing negotiating leverage and opportunities for
freight consolidation

« Moving more high volume products via SCMS RDCs

 Ordering from SCMS e-catalog reduces error and
speeds processing time

» Consolidating demand for new products ensures
supply and quality assurance and maximizes price
3 negotiation leverage, e.g. disposable surgical Kit for
SCMS adult male circumcision program

$% LA




Supplying SCMS Regional Distribution Centers




The global network

SCMS

/5 2
(a0
m |

N TH 5

OB

PEPFAR
Implementing Partner



Improving the process:

Catalog — like items under different names

SCMS®

102659 | Pipet Tips, Blue, 1000uL, 1000 Pieces

104069 | Pipet Tips, Blue, 500 Pieces

105963 | Pipet Tips, Bl, Non-filter, 200-1000ul, 1000 Pieces

102899 | Pipet Tips, Blue, Non-filter, 200-1000mL, 1000 Pieces

105674 P!pet Tips, Blue, Non-filter, 200-1000mL, 30,000
Pieces

105887 P!pet Tips, Eppendorf epTips, 50-1000uL, Bulk, 1000
Pieces

103258 | Pipet Tips, Finntip, 100-1000uL, bulk, 1000 Pieces




Use of on-catalog items

Lab ltems Procured on-Catalog
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Other examples of pooled procurement

savings

« Becton Dickinson offers SCMS an 11% price
reduction due to volume

« Male circumcision kits — initial price of $21 per
kit now down to $17 and expected to reduce
further as volume and competition grows

« SCMS volume grew 43% from $144M (FY08) to
$207 (FY10) while staffing increased by only
18%, a productivity gain of 22%

* In Nigeria during quantification, pooling of stock
balances by IPs enabled commodity transfers
SCMSC between |IPs that reduced the value of products
ordered for the Jan-Mar 2011 by over $2.1m




Key message points

» Pooling of procurement within, across and
between countries gives the potential for
significant savings

« Strong advance planning, especially forecasts of
need supports price negotiation and freight
planning to reduce costs

* Reducing product proliferation through
harmonization supports efficiency and cost saving

» Consolidating demand for new products results in
savings and predictable supply

sCMs< In many ways we've only just begun to
realize the savings potential




Thank You
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