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Executive Summary

VS is a retail-healthcare colossus. The company fills or manages over a billion prescriptions a yearb3 0
C percent of prescriptions written in the United Stat esband is the country's biggest purchaser of prescr iption
drugs. It has more drugstores than any other chainB some 6,800Bselling everything from soup to shampoo and
eyeliner to vitamins, along with prescription and o ver-the-counter medications.

CVSSs growth has come at a high price for many of the communities in which CVS operates. The company's

mission is 2o improve the lives of those we serve by making innovative and high-quality health and ph armacy
services safe, affordable and easy to access.® Butaccording to the results of a 14-month investigati on, CVS actually
fails to provide equal and fair access to its services, based on analyses of several key measures. Andegulators have
raised concerns about quality, overcharges, privacy protection and safety related to CVS.

CVS fails to provide equal access: Nationwide, CVS locates many fewer stores per person in communities

of color than in mostly white areas. CVS also locates more stores per person in the most affluent comm unities
than in those where lower-income people live. In co ntrast, Walgreens and Rite Aid actually locate more stores per
person in less affluent areas across the country. In addition, in several metropolitan areas, CVS has demonstrated a
pattern of closing stores in lower-income areas and in communities of color only to open stores in mor e well-to-do
or whiter areas already saturated with pharmacies.

CVS focuses anti-theft measures on communities of ¢ olor: CVS' anti-theft measures signal distrust of
people of color. At hundreds of stores across the country in communities of color, CVS displays condom s in locked
cabinets that require customers to summon CVS staff to unlock them and monitor customers while making their
selections. CVS's two main competitors do not lock up condoms. And in five metropolitan areas surveyor s found
additional disparities between the anti-theft measu res CVS employs in white areas and in areas with amajority of
people of color.

CVS may not offer a fair price: In Florida, Massachusetts and lllinois, government consumer protection
watchdogs have found that CVS's advertised prices do not always match reality and have recently cited CVS for
overcharging consumers. In addition, surveys in key markets found that CVS charges more than the compe tition
for a basket of common items.

CVS's questionable products and services: CVS has repeatedly been caught with expired infant formula,
out-of-date medicines and other expired products on its shelves. Various products it sells under the CVS brand are
sourced from companies that manufacture products in  or buy ingredients from overseas factories that th e FDA
rarely inspects, and that have been subjects of num erous regulatory actions and warnings in recent yea rs because
of quality control lapses.
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CVS's failure to protect private information: Consumers may expect that when they leave a CVS stae with
prescription drugs, over-the-counter medicines and  other personal items, it is the end of the transact ion. In fact,
it is just the beginning. CVS analyzes customers' m edical histories and buying patterns to design targ eted sales
pitches. It sells some of its purchase data to comp anies that in turn sell the information to drug man ufacturers
for marketing purposes. And CVS has a record of making private information vulnerable to identity thef t that
has prompted action by three Attorneys General.

CVS's press for profit may put patient care at risk : Pharmacists report that CVS closely monitors statis tics
such as the number of prescriptions a pharmacy fill s; the speed with which they fill prescriptions; an d the amount
of time it takes to answer the pharmacy phone. CVS pharmacists say management has been mandating highe r
prescription volume targets without adding staff. T his approach has raised the hackles of some regulators. The
Massachusetts Pharmacy Board entered into a settlem ent agreement with CVS in 2006 after substantiating 62
complaints involving medication errors and other pr  oblems. The board brought in outside experts to rev iew the
way CVS runs its pharmacies, and the experts suggesed that CVS's focus on prescription volume and oth er
statistics might value 2speed above safety.

Recommendations to cure CVS

By raising awareness about CVS's negative impact on communities and on quality pharmacy care, a broad
coalition should convince CVS to take the following steps:

n Equal access to CVS stores and services across all communities and income levels BProvide
all communities with access to 24-hour stores and M inuteClinics. Ensure that CVS stores in all communi ties
are clean and healthy and welcome shoppers rather t han signal distrust.

n Fair and accurate prices DEnsure that all stores honor advertised and posted prices. Bring CVS prices in
line with those of its competitors.

n Quality products and services DClear CVS shelves of expired goods and drugs of questionable quality.
Adopt new procedures to keep these goods out of CVS stores and inform CVS customers of the actual
manufacturer and country of origin of all CVS brand medications.

n Privacy protection  BStop using private consumer information to market  products. Cease selling patient
data to outside companies and adopt and follow prac tices that finally and permanently protect private
information from the risks caused by careless dispo sal.

n Put quality of care first DSupport pharmacists based on their ability to deli ver quality care, and reward
them on that basis, not on how many prescriptions t hey can fill or how fast they fill a prescription o r answer
the phone.
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PROLOGUE

For all the ways you care ¥4 and CVS doesn't

IMAGINEYA

It's 3 a.m. You and your daughter are leaving the emergency room, relieved that she can breathe. When
she woke up a few hours before, gasping and wheezing, you recognized it as an asthma attack, although
your five-year-old had never had one before. Thankfully, the E.R. doctors calmed down your daughter's
lungs by administering medicated mist through a mas k. After your daughter was stable, they gave you a
prescription for an inhaler that she should always have nearby in case of another attack.

What happens next could depend on where you live, the color of your skin or the contents of your bank
account. If you are well-off and whiteBand live in a neighborhood with others like yourselfbchances ar e
there is a CVS with an all-night pharmacy within an easy drive or walk. The prices may be on the high side
for non-pharmacy items, but that doesn't matter ton ight. You can fill the prescription, and your daugh terb
and youbcan get some sleep knowing you're prepared the next time asthma strikes.

If you are black or Latino and earn a modest income, CVS is less likely to help. CVS may have shut down
the store near your home last year. If they opened a new one, it is probably farther awayband it close d

for the night hours ago. You don't like to go there anyway. You feel mistrusted there. Many products are
under lock and key, so you have to ask for help to buy them. Others have stickers on them warning

against shoplifting. The last time you did go into that CVS, there was a notice posted saying that the health
department had found @critical deficiencies® when t hey had inspectedbyou heard it was mouse droppings
in the pharmacy.

To get the medicine your daughter urgently needs, you will have to find a way to the 24-hour CVS in a
wealthier, whiter neighborhood across town. At leas t at this hour, the pharmacist should not have too many
prescriptions piled up and will be able to answer t he questions about the inhaler you meant to ask in the
E.R. Then you remember: The CVS across town had been caught a few months ago dumping patient
prescription histories and other private informatio n un-shredded into the trash bin behind the store.

You decide to look for another all-night pharmacy. CVS is just too much trouble.*
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INTRODUCTION

he 2Consumer Value Store® that Stanley and Sidney Goldstein opened in 1963 with a partner in Lowell, M ass.,

didnt have a pharmacy. 2 It was a discount retail outlet for the brothers' h ealth and beauty products
distribution business. *Today, CVS is truly a retail-healthcare colossus. Its stores sell everything from soup to
shampoo, eyeliner to vitamins and photo processing, along with prescription and over-the-counter medic ations.
CVS, along with Caremark, the pharmacy benefits man ager it owns, fills or manages over a billion presc riptions a
yearDmore than one in four prescriptions written in  the United States. It is the country's biggest pur chaser of
prescription drugs. It has more drugstores than any other chainBbsome 6, 800band is either the largest or second
largest chain in 13 of the country's 15 top drugsto re markets.®

This growth has come at a high price for many of th e communities in which CVS operates. Although the ¢ ompany's
mission is 2o improve the lives of those we serve by making innovative and high-quality health and ph armacy
services safe, affordable and easy to accessaccording to the results of a 14-month investigatio n analyzing several
key measures, CVS actually fails to provide equal and fair access to its services.

CVS's unequal and unfair treatment of communities

Nationwide, CVS locates many more of its stores in the whitest communities, proportionally, than in ar eas where
people of color predominate. CVS's practices in ter ms of where it locates stores have a @redlining® ef fect on lower-
income areas as well. More stores per person are located in the most affluent communities than are loc ated in
those where lower-income people live. In contrast, Walgreens and Rite Aid actually locate more stores per person
in less affluent areas overall. And, in several key markets, CVS stores in lower income areas and communities of
color are more likely to violate local health codes than stores in affluent or mostly white areas.

CVS fails to treat the public fairly in several oth er ways:

n Unfair prices:  CVS prices are often higher than those of its competitors, and CVS often charges
more than posted or advertised prices.

n Substandard products & services: CVS has been repeatedly caught stocking expired infant
formula and out-of-date medicines. CVS store-brand medications are made by third-party vendors,
who often operate foreign factories, which the FDA seldom inspects. Its products have repeatedly
faced regulatory reprisals because of potential imp urities or other quality control lapses.

n Compromising patient privacy: CVS has abused customer trust by exposing private information
to the risk of identity theft, selling patient data to other companies and exploiting intimate persona |
data for its own profit.

n Putting profits first: CVS runs its pharmacies in ways that emphasize speed and profit,
potentially compromising its dedicated pharmacists'  ability to care for patients.

Taken together, these practices amount to a sickness at CVS. But if CVS is sick, the sufferers are CVB8ustomers.
It is time for the communities ailing from CVS's fa ilures to band together and cure CVS.
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CVS's growth story

CVS has grown from discount convenience store to 2% 80 billion healthcare giant® by building new stores ,
acquiring the competitionBand buying into new parts  of the industry (see the figure below). ” Eighteen months
after opening their first store in 1963, the Goldst ein brothers had 17 stores.? In 1972 CVS nearly doubled its store
count by buying 84 Clinton Drug & Discount stores, including CVS's first stores in the Midwest. In 199 0, the
chain bought 500 Peoples Drug stores in Washington, D.C. and surrounding states. In 1997, CVS made the
biggest acquisition in retail pharmacy history, buy ing more than 2,500 Revco stores primarily in the M idwest
and Southeast. In November 2008, CVS bought leadership in two of the last major markets where it lacke d a
presencebNorthern California and Honolulubby acquir  ing the 521-store Long's Drug chain. * CVS also bought
leadership in the growing store-based clinic sector by acquiring the MinuteClinic chain in 2006. CVS o perates
the most in-store health clinics in the countryP540  at last count.*® CVS now leads rival drugstore chain
Walgreens by most market measures and is far ahead of the only other national drug chain, Rite Aid. *

Rapid CVS store growthb
Four fold increase in 12 years

No. of CVS stores
7,000

6,000

5,000

4,000
3,000
2,000

1,000

0 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 200 8

Probably CVS's most significant acquisition was the 2007 merger with Caremark, the second largest pharmacy
benefits manager in the country, which administers prescription drug benefit programs for employers an d
insurance companies. The scope of the merged compan y is unprecedented: the combined company acts as
gatekeeper to prescription coverage for more Americ ans than any other companybover 100 million. *2 And
between CVS Caremark’s pharmacy benefits management operations and CVS retail stores, one in two peopl e
in the United States now receive prescription or he alth services from CVS Caremark.®

CVS also claims to have the biggest customer-loyalty program in the world: some 54 million people carr y a CVS
ExtraCare card. CVS thus has in its computers vastbanks of sensitive information on the purchases of those
ExtraCare cardholders, who scan their cards when th ey shop at CVS, and on the medical conditions of th e over
100 million people whose drug benefits the company now manages.
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SECTION [: CVS fails to provide equal access

VS bills itself as a health care company, not just a drugstore chain. CVS CEO Tom Ryan says the compary
C is trying to @improve patient access, and promote b etter health outcomes® * as well as to make money for
shareholders. But there is an underside to the comp any’s story of growth. CVS does a worse job than its competitors
at providing fair and equal access to its stores and health care services. And in the key markets analyzed here, CVS
provides poorer quality services to working and mid dle class Americans than to the most affluent.

The term @edlining® usually evokes images of insur ance companies, realtors and banks refusing to gran t fair
insurance policies, mortgages or loans to residents of certain neighborhoods. Now, CVS drugstores may be a
candidate for this list. An analysis of the decisio ns CVS has made about where to open stores, where b abandon
them, the hours to keep and the services to provide suggests that CVS has drawn invisible lines around lower-
income areas and communities where people of color are a majority.

A. CVS operates fewer stores in communities of colo r

Nationally, CVS appears to dredline® communities of color and areas with sizable Latino populations in terms of
store location. For example, CVS operates 37 percent more stores per person in majority white areas th an in other
communities nationwide. **The gap is even larger when comparisons are made between the 2whitest® and the least
awhite® communities. ** Communities where more than 90 percent of residents are people of color have half as
many CVS stores per person as communities where the population is more than 90 percent white. *

CVS also underserves Latino communities across the country. CVS operates 48 percent more stores per person in
communities where less than 10 percent of the popul ation is Latino than in areas where there are more Latinos. *

This redlining effect on communities of color and L atino-heavy areas is not only a national trend but surfaces in
individual communities across the country:

Greater Boston

n There are almost three times as many stores per person in the whitest areas in Greater Boston
than in areas with the most people of color. *

n In the City of Boston, there are also six times as many CVS stores per person, respectively, in
the least Latino communities compared to those with larger proportions of Latino residents. =

Greater Houston

n In Greater Houston, there are more than twice as ma ny CVS stores per person in communities
where more than half the residents are white relati ve to communities that are majority people
of color. #

n There are nearly twice as many CVS stores per persam in Greater Houston in communities
where less than 20 percent of the population is Lat ino compared to communities with
more Latinos. %

Cure CVS 9



CVS store locations by median household income _
South Florida

| CVS store Median household income
location N $0 to $25,000 i $40,001 to $80,000 n There are more than twice as many CVS
1 $25,001 to $40,000 $80,001 to $200,000 stores per person in communities where

more than half the residents are white as
there are in communities that are
majority people of color. #

Greater Houston

Baltimore/Washington, D.C. corridor

n CVS operates ten percent more stores per
person in majority-white communities
than in communities where people of
color are the majority. 2

Philadelphia

n There are nearly one-third fewer CVS
stores per person in communities with
a majority of people of color than in

SoutFIorida communities that are majority white. %

Greater Los Angeles

n There are 60 percent more CVS stores per
person in majority white communities
than in areas with larger populations of
people of color. %

n There are also 53 percent more CVS
stores per person in areas with fewer than
10 percent Latinos than in more Latino
communities. ¥

Basedon2000Censuis B, CVS operates fewer stores in
lower-income communities

Philadelphia area

CVSss store location decisions not only have

a racially discriminatory impact but also
disproportionately affect lower-income
communities. Nationally, CVS operates 19
percent more stores per person in the wealthiest
communities where the median household
income exceeds $80,000 than in the least
affluent communities where the median
household income is less than $40,000.%

In-depth demographic analyses of CVS
locations in several metropolitan areas across
the country reveal a pattern similar to the
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Better access for the wealthy

CVS stores per 100,000 persons, by income

n Median household income < $40,000

n Median household income > $80,000

O R, N W b 01 O

Greater Greater
Boston Detroit

Greater Greater New York Philadelphia Greater South Florida
Houston Los Angeles  Metro area area Phoenix

nationwide trend. CVS's corporate decisions about s tore location create clear lines between communitie s with
easy access to CVS's services and those without.

On a per person basis, CVS locates more stores in he wealthiest communities than in the least affluen t. As the figure
above shows, the pattern repeats across the nation from Los Angeles to New York and from Houston to De troit.

Key highlights:

New York Metro area

n There are nearly four times as many CVS stores perperson in the wealthiest communities as in

the least affluent areas.?

Greater Houston and Greater Phoenix

n In both markets there are more than twice as many C VS stores per person in the wealthiest
areas as there are in the least affluent areas®

Greater Los Angeles

n There are twice as many CVS stores per person in the wealthiest areas of Greater Los Angeles as
there are in the least wealthy. *

C. CVS worse than
Walgreens and Rite Aid
on access

CVS does a worse job than its
biggest national competitors

in providing equal access to
its services.

An analysis of aggregated national
data reveals that, while CVS
operates 19 percent more stores
per person in communities where
the median household income
exceeds $80,000 than in the least
affluent where the median

Unequal access: CVS worse than competitor chains !
Drugstores per 100,000 persons, by income

n Median household income < $40,000 —
n Median household income > $80,000

O L N W b 01 O

CVS Walgreens Rite Aid

1 Calculation based on aggregate of all U.S. zip cades.
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household income is less than $40,000, the reverseis true of Walgreens and Rite Aid. As shown on the previous
page, Walgreens and Rite Aid actually locate more of their stores per person in the least affluent are as than in the
wealthiest areas across the nation. Walgreens and Rite Aid locate 15 percent and 37 percent fewer stores per person

in the wealthiest areas, respectively. * i

_ _ toledoBlad
D. CVS shutters inner-city stores

ec. 26, 2001

On Christmas Day 2001, CVS announced it was pulling out of the Toledo, Ohio, CVS COI‘p Pulls Out
market, shuttering 16 stores in the area and laying off hundreds of employees. Many of Toledo. Ohio
of the Toledo stores were less than five years old, built as CVS fought Rite Aid and Market: Outlets
Walgreens for a share of the $328 miillion spent at area drugstores in 20013 Closed in Michigan

Across several metropolitan areas, CVS has demonstrated a pattern of closing stores
in the least affluent areas and in communities of ¢ olor only to open in more well-to-do or whiter area s already
saturated with pharmacy options. As a result, CVS's corporate decisions on store openings and closings in several
cities have increased the access gap.

n Over the last five years, CVS has closed three stogs in areas of Philadelphia where people of color are a
majority while opening only one store in those area s. In majority-white Philadelphia communities, CVS
has opened one store for every store it has closed.

n In Greater Los Angeles, CVS has closed stores in laver-income areas and opened them in more affluent
communities. The average income in Greater Los Ange les communities where CVS opened new stores last
yearbD$59,862Pbwas 29 percent greater than the $46,57 8 average income in communities where CVS closed
stores in the last four years.

n In Southern Connecticut, CVS has closed eight stores and opened four since 2004. The average median
household income of the zip codes where stores clos ed ($57,798) was more than $7,500 lower than the
median household income of the zip codes where CVS opened stores ($65,322) during the same period.
In Stamford, exactly one store was closed and anoth er opened during the period. The store CVS closed
was located in a lower-income part of town (median household income $38,523) than the area where

CVS opened the store, where median household income was $66,150.

When CVS closes stores in low-income neighborhoods, other businesses

may not be able to open in the shuttered stores. Th at is because CVS imposes
severe deed restrictions on many of its properties that can last for decades.
Also known as ‘restrictive covenants, these restri ctions are clauses written

into property deeds and can prohibit a specific typ e of tenantbfor example

a rival drugstore chainbfrom taking over a retail s pace once CVS decides

to leave.

Deed restrictions caused enough problems that the C hicago City Council
Closed CVS store at 526 W. Foothill Rd,  barred grocery stores and drugstores from using the m. Their concern was
Glendora, CA  apjight caused by stubbornly vacant retail parcels that were designed and
best-suited for grocery and drugstores.® * According to Peter Skosey, Vice
President of External Relations for Chicagos Metro politan Planning Council, deed restrictions drear t heir ugly
heads only after stores go belly-up and close their doors forever, leaving surrounding neighborhoods * high and
dry'Dstripped ¥ of the legal right to attract similar retailers to the site, sometimes forever.2*
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CVS has used these clauses in cities from Las Vegaand Mesa, Arizona, to Independence, Missouri, and Tampa,
Florida. The restrictions can be so tight that they would exclude many kinds of retail stores from ope ning in former
CVS locations. For example:

n The deed from the sale of the CVS at 1000 North Tamami Trail in Sarasota, Florida, bars future tenant s
from devoting more than five percent of their selli ng space to health and beauty aids.

n The deed from the sale of the CVS at 4814 Colleyvile Blvd in Colleyville, Texas, bars future tenants from
devoting more than five percent of selling space to vitamins. ¥

n The deed from the sale of the CVS at 16550 NE 6th #enue in Miami, Florida bars future tenants from
operating a candy store. *

E. CVS limits condom access for some

Another CVS practice that disproportionally affects communities of color is the chains lockup of cond oms.
Condoms are one of the best defenses against unwanted pregnancy and sexually transmitted diseases such as
HIV/AIDS, * but CVS makes it difficult for people of color to o btain them. At hundreds of stores across the countr y
in areas where people of color predominate, CVS dis plays condoms in locked cabinets that require custo mers to
summon CVS staff to unlock them and then monitor cu stomers while making their selections. CVS's two ma in
competitors do not lock up condoms.

A survey of CVS stores
conducted between
September 2007 and

Condom lockup in communities of color
Share of CVS stores with locked condoms by proportion of population white

January 2008 found that Proportion of population white

condom lockup in CVS City* All - >90% white >50% white <50% white <10% white
stores is a widespread Detroit  85% na 50% 88% 93%
practice. The table at right Los Angeles  41% na 11% 55% 100%
displays the number of Houston  30% 0% 20% 63% 100%
stores that locked up Philadelphia  24% 0% 9% 55% 67%
condoms in six of the New York City  20% 0% 10% 52% 100%
largest cities in the United Miami  12% 9% 9% 33% na

States. In each city, ?VS na - data not available because either no zip codesfit that racial composition or there were no
locked up condoms in CVS stores in zip codes that did.
12 percent to 85 percent of 1 CVS stores surveyed per city: Detroit (27), LA (8), Houston (66), Philadelphia (34), New York

surveyed stores® City (91) and Miami (49).

As shown in the table above, the proportion of CVS stores that locked up condoms increases with the pe rcentage
of residents of color in the stores' zip codes. In all six cities, the percentage of stores locking up condoms in zip
codes where people of color are the majority was hi gher than the proportion in zip codes with white ma jorities.
In five of the six cities, the percentage of CVS sires with locked condoms was more than three times higher in
majority people of color areas than in majority whi te ones.

The disparity looms larger in zip codes with the hi ghest concentrations of white residents (more than 90 percent
white) and of people of color (less than 10 percent white). In all six cities surveyed, CVS locked up condoms in at
least half of all stores in areas with the highest concentrations of people of color. In Houston, Phil adelphia and
New York City, not a single store in the dwhitest® zip codes locked up condoms.
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CVS store locations with locked vs. unlocked
condoms by percent people of color

| CVS store with locked condoms Percent people of color
) 0% to 25%
| cvs store with unlocked condoms 1 25% to 50%

) N 50% to 100%
Greater Detroit

. l- CC N -.'
] .. ’ -l .I- :
'.'. * ® :. r

L=
@ ® @ @ -
. o
b 2

L= ]
2 o e 6 o~ o'E
Base&n 2000 Cen’. oo

Greater Los Angeles

Based on 2000 Census

New York Metro area

Based on 2000 Census

The public health implications are broad. These
cities are among the metropolitan areas with
the largest HIV-positive populations and AIDS
infection rates. Five of the cities in the above
table are in the metropolitan areas with the
largest number of AIDS cases reported in 2006
(the most recent year of data). * For example,
New York City has more than 100,000 residents
living with HIV, and one in 70 is estimated
infected. #* HIV and AIDS infection rates are
also much higher among people of colorbthe
very populations that CVS targets with condom
lockup. Nationwide, although 13 percent of

the population is black, African Americans
comprised 49 percent of the AIDS diagnoses
in 2006.” The Michigan Department of
Community Health estimates that the rate

of HIV infection is @almost eight times higher
[among African Americans] than the rate
among whites.° # And in Miami-Dade County,
where nearly 24,000 adults live with AIDS, 58
percent of AIDS cases reported in 2007 were
among African Americans, although only 20
percent of the areas population is black.

CVS says that it decides where to lock up
condoms 2based on whether shoplifting is to
such a degree that they're becoming unavailable
for customers to purchase.® * Yet CVS's two
largest competitorsbWalgreens and Rite Aidb
have corporate policies against condom lockup.
As reported in the East Valley Tribune, Carol
Hively, a Walgreens spokesperson, said the
company does not lock up contraceptives in
any of its stores. @We dont want to discourage
people from buying them,° Hively said. @They
do get stolen, but we believe it's more important
to keep them readily available on the sales
floor? “” In the Milwaukee Journal Sentinel ,
Hively said: @lt's our policy not to lock up
condoms ¥ Shrink [store losses from theft]
can vary from store to store, but in general it is
in the interest of public good and safety to keep
the condoms unlocked.° “ Rite Aid reportedly
also has a policy against locking up condoms. “
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F CVS focuses anti-theft measures on communities o f color

aDiversity in our company enables us
to ¥ [kJnow and serve our customers,
increasing their satisfaction and
broadening our customer base.°*

BCVS Caremark statement on adiversity®

Two years ago, CVS angered African American shoppeis when television
stations in two markets reported that the chain was placing security tags
on hair care products for African Americans but not on similar products
for white people. CVS was sending @a poor message,saying that they dont
trust us or we're in a position not to be trusted f or some reason.° an
unidentified African American shopper told KCTV in  Kansas City, Mo. CVS
issued a statement saying, éhe suggestion that our security measures to
prevent shoplifting are racially-based is absolutel y untrue.° Kansas City-
area NAACP leader Leon Wood retorted, 2Dont insult  the average
consumerbthey're more intelligent than that. They k  now the underlying
reason for it.°

CVS's concentration of anti-theft measures on peopl e of color goes beyond
hair care products for African Americans. Surveyors shopped CVS stores in
five metropolitan areasbGreater Boston, Greater Det roit, Greater Los
Angeles, the Philadelphia area and the New York City Metro areaband
found disparities between the anti-theft measures C VS employs in white
areas and those CVS uses in areas with a majority d people of color.

One method CVS uses to fight theft is displaying pr oducts in locked
cabinets. Customers wanting to buy the locked-up it ems must find a CVS
staff member and ask for help. The surveyors listed the categories of items
in locked cabinetsbfrom infant formula to razor bla  des, fragrances to
electronics in each store visited. The findings sug gest a racial pattern.

More locked products in communities of color

n In all five marketsbGreater Boston, Greater Detroit , Greater Los
Angeles, the New York Metro area and the Philadelphia areabover
one quarter of the CVS stores in majority-white are as had no
products locked up. %

The stores with no locked cabinets were in predomin antly white
suburbs such as Grosse Pointe, Mich.; Philadelphia's Main Line;
Pacific Palisades and Beverly Hills, Calif.; and Greenwich, Conn.; as
well as mostly white urban areas including downtown Boston and
Midtown Manhattan.

Cure CVS

Locked infant formula at CVS
store in Detroit, Mich.

Locked baby food at CVS
store in East Orange, NJ

Shoplifting sign in CVS store
in Rockaway Beach, NY

Theft-tagged over-the-counter medications
at CVS store in Boston, Mass.
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n Only two of 15 stores surveyed in areas that are majority people of color had no locked products.

n CVS stores in zip codes where people of color predominate had more than twice as many categories of
products locked up, on average, as CVS stores in mgority-white zip codes. At some stores in Harlem,
Boston's Dorchester neighborhood, Detroit, and Comp ton, Calif., CVS locked up diabetes tests, infant
formula, perfumes, electric toothbrushes, hair drye rs and more. At one CVS in East Orange, N.J., deodaant
was in a locked cabinet.

More anti-theft measures in communities of color

Another anti-theft method CVS employs is stickering packages with anti-theft messages. Some of the tags set off
an alarm if removed from the store without being de activated at the counter; others merely identify a product as
for sale only at a particular CVS with the aim of d eterring shoplifting and resale.

Surveyors quantified the prevalence of items bearin g anti-theft stickers, identifying a CVS as heavily tagged if at
least one aisle had more than 15 unique products wi th anti-theft tags. In four of the five markets (Gr eater Boston,
Greater Los Angeles, the Philadelphia area and the New York Metro area), surveyors found proportionall y more
heavily tagged stores in zip codes with people of color majorities than in white zip codes.

The pattern was clearest in Greater Los Angeles, where CVS stores in Compton, Inglewood and Long Beach, among
others, had aisles full of products bearing anti-th eft warnings. In Greater Los Angeles, nearly two-th irds of the stores
in majority people of color areas were heavily tagg ed. Less than one-third of stores in mostly white a reas of the Los

Angeles market were heavily tagged.

G. CVS's uneven service levels

Not only does CVS heavily concentrate its stores in whiter, wealthier areas; CVS offers lower levels of service in
the stores they do operate in low-income communitie s. CVS is far more likely to allocate time- and mon ey-saving
conveniencesblike 24-hour stores and in-store medic al clinicsbto affluent and majority-white areas tha nto
communities of color and lower income areas.

CVS 24-hour stores: Convenient for some

aCVS/pharmacy wants to help families be together? CVS says on its website. 2Extended hour stores allov parents
to shop for family needs almost any time of the day or night at a nearby CVS/pharmacy without interrup ting
crucial family gatherings.° But, as the chain recog nizes, 24-hour stores are more than a convenience. They are a
necessity for 2@hose with more urgent needs, such a s patients released from hospitals during the night in need of
pain medication, and parents whose sick child needs a prescription.® **Yet CVS has fewer 24-hour stores available
to those who live in city centers, the least afflue nt communities and those with large shares of peopl e of color.

Greater Detroit

n CVS operates 44 stores that are open 24 hours a dayn Greater Detroit but only five are located
in the City of Detroit. >

New York Metro area

n There are just three 24-hour stores in communities with median household incomes less than
$40,000%
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n At the same time, there are 10 24-hour stores in the highest-income communitiesbthose with
median household income greater than $80,000Dalthou gh there are half as many people living
in these areas as in lower-income areas.*®

n CVS operates 17 24-hour stores in New York City but not a single one in an area where people
of color are the majority. In the whitest parts of New York Citybwhere fewer than 10 percent
of residents are people of colorD40 percent of CVS stores are open 24 hours®

Baltimore/Washington, D.C. corridor

n CVS has nearly twice as many 24-hour stores in the wealthiest as the least affluent
communities, on a per-person basis.

Greater Los Angeles

n Nearly a quarter of Greater Los Angeles stores areopen 24 hours a day, but not one of the
11 stores in communities where 80 percent of reside nts are people of color offer these
convenient hours. Four of the 10 stores in areas th at are less than 10 percent people of
color are open 24 hours.*

The Philadelphia area

n More than half of the Philadelphia areas populatio n lives in communities that are majority
people of color, but there is not a single 24-hour CVS in those communities. Yet one in six CVS
pharmacies in the Philadelphia area is open 24 hour s in majority white communities; and in
the City of Philadelphia's majority white communiti  es, it is one in four.®

Unequal access to MinuteClinics

anefficiencies in the United States health care sy stem are preventing too many Americans from treatin g common
ailments,®° CVS says. The solution? @CVS Caremark, hrough its MinuteClinic retalil clinics, is taking a leadership role
in making health care more accessible.? ©* CVS does not make its clinics available in all comm unities, however. CVS
bought the MinuteClinic chain in 2006 and now has o ver 500 in-store clinics, ® staffed by nurse practitioners, to
treat common ailments and offer routine vaccination s.% But in several regions of the country, CVS is choosing to
locate the clinics away from urban centers where lo w-income people and people of color are concentrate d.

Greater Detroit

n CVS operates MinuteClinics in 18 of
223 of its Greater Detroit stores, yet
only one of these clinics is in the City
of Detroit. ©

Washington, D.C.

n In a city where CVS completely dominates the
chain drugstore landscape there is not a single
MinuteClinic in any of the District's 54 stores.

CVS store with MinuteClinic at 3811 Neshaminy Blvd.,
Bensalem, PA
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MinuteClinic locations by percent people of color _
New York City

2 MinuteClinic  Percent people of color ] )
location 0%1025% N 25%1050% N 50% to 100% N In the nations largest city, there are
118 CVS stores, but only one of them

Greater Detroit . .
houses a MinuteClinic. %

- —y

+

-+ + The Philadelphia area

+

n CVS operates 14 MinuteClinics in the
Philadelphia area, but only two are
within the city limits. These two stores
are located in Philadelphia’s Greater
Northeast in zip codes that are more

+ than 80 percent white.

People of color face severely limited

access to MinuteClinics:

Based on 2000 Census

Sl E Greater Los Angeles
n CVS operates 40 MinuteClinics in Greater
Los Angeles but there are three times as
many per person in majority white areas
as in other areas®

Greater Phoenix

n Just under half of Greater Phoenix
residents live in communities where at
least 20 percent of residents are people of
color, yet none of the 11 MinuteClinics in
the area operate in these communities.

++-+

Philadelphia area

Based on 2000 Census

MinuteClinics scarce in low and
moderate income communities:

Greater Houston

n While more than half of all Greater
Houston residents live in areas with
annual median household incomes below
$50,000, only one in 10 MinuteClinics is
located in these low-to moderate-income
communities. *

L + +

Based on 2000 Census gl

-
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New York Metro area

n While 47 percent of the population lives in communi
below $50,000, only three of the 32 MinuteClinics, or nine percent, operate in these areas.™

South Florida

n There is the same number of MinuteClinics in commun

ties with median household incomes

ities where the median household

income is greater than $80,000 and where it is below $40,000 in South Florida, but there are
more than 16 times as many residents in these lower income areas as in the wealthier ones. In
other words, there are 16 times as many MinuteClini cs per person in the wealthiest areas.™

H. Unsanitary CVS stores in communities of color

Another public health concern for CVS shoppers is t he discriminatory effect of the company's uneven co mpliance
with local health codes. In three different markets , CVS stores in more affluent areas and white areashave been
less likely to violate state and local food safety regulations than CVS stores in lower income areas and areas where
people of color are a majority. That is the finding of an analysis of recent years' food safety inspection reports for
CVS stores in the City of Philadelphia, Greater Detroit, and the counties comprising New York City, Lo ng Island

and the Hudson Valley. ™

Health code violations for CVS stores in the New Yo
and the City of Philadelphia, by median household i

New York Metro area’

. Average
DEfREEE violatio%s
Category

per store
No.
Median < $40k 321

Household

Income > $40k 23.4

< 50% White 33.6
Race

> 50% White 23.3

Average
critical
violations
per store

No.

2.3

0.8

2.0

0.9

Share of
inspections
with vermin

violations

%
64%
35%
58%

37%

rk Metro area, Greater Detroit,
ncome and race.

Greater Detroit?

Average
violations
per store

No.

3.8

1.8

383

2.0

Average
critical
violations
per store

No.

12

12

14

11

Share of
inspections
with vermin

violations

%
20%
9%
23%

9%

City of Philadelphia®

Average
violations
per store

No.

na

na

na

na

Average
critical
violations
per store

No.

2.2

1.0

3.2

15

na - The City of Philadelphia Environmental Health Service makes critical violations, not all violations, available on the web.
1 The New York Metro area defined here as countiesin New York City, Long Island and Hudson Valley. Inspection reports from January

2004 thru July 2008.

Share of
inspections
with vermin

violations

%
27%
15%
30%

24%

2 Greater Detroit defined here as Wayne, Livingston, Macomb, Monroe, Oakland, St. Clair, and Washtenaw counties. Inspection reports

from January 2004 thru December 2007.

3 City of Philadelphia inspection reports from July 2005 thru August 2008.
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More CVS violations in lower-income areas:
New York City/Long Island/Hudson Valley

n Regulators cited CVS for nearly three times as many critical violations per store, on average, in
zip codes with a median household income below $40, 000 as in zip codes with a higher median
household income.

Greater Detroit

n CVS stores in areas with median household income be low $40,000 had, on average, more than
twice the number of health violations per store as their wealthier counterparts.

Philadelphia

n Inspectors cited CVS for critical violations, on av erage, twice as often per store in lower-income
zip codes as in higher-income zip codes. The City o f Philadelphia defines critical violations as
those that pose @unacceptable consumer health risks ° that @may occur as part of the
establishment operation or handling of food.° ™ Critical violations are the only violations
detailed on the city Health Departments website. ™

Fewer violations in white areas: In all three areas, CVS stores located in communiti es with a majority of
people of color had more health violations per stor e than did those in majority-white areas. Between 20 04 and
2008, for example, CVS stores in the New York City/Long Island/Hudson Valley region had an average of 44 percent
more health code violations per store in areas wher e people of color are the majority than in majority -white areas.
In Philadelphia, CVS received an average of twice as many critical violation citations per store in ar eas with a
majority of people of color as in majority-white ar eas.

More vermin at CVS in low-income areas:

Perhaps the most striking contrast between CVS stores in affluent and less well-off areas was the rate at which
inspectors found evidence of infestation by mice, r ats or insects.

New York City/Long Island/Hudson Valley

n Close to two-thirds of CVS store inspections in low er-income zip codes found vermin or droppings,
compared to just over one-third of inspections of s tores in higher-income zip codes.

Greater Detroit

n Inspectors were more than twice as likely to cite C VS for evidence of vermin in zip codes where the
median household income was below $40,000 as in hig her-income areas.

City of Philadelphia

n Inspectors were almost twice as likely to cite CVS for vermin violations in zip codes with a median
household income under $40,000 as in higher-income zip codes.

In sum, low-income people and people of color may h ave difficulty locating a convenient CVS that is op en,
welcoming and clean, and when they do shop at CVS, they may find they are paying more than they bargai ned for.
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10/3/2008
Environmental Health Services

City of Philadelphia
Food Establishment Inspections, West Philadelphia: July, 2005 - August, 2008

CVS Pharmacy Retail Food: General Convenience
4849 Market St Philadelphia, PA 19139

Inspection Date
11/15/07

2-01.1 (B) Adulterated or unwholesome food is present. Gnawed bags of Doritos, potato chips, popped
corn and pistachios are on offer for sale. Management instructed to initiate immediate corrective
action.
7-01 (L) Mouse infestation is present. Mouse excreta is on a counter shelf in the pharmacy, on shelves
and a cans of nuts in the store room, on the counter, shelves and floor at the front counter, on the
floor at a bagged snack display and on the floor in the store room. Gnawed food is on shelves to be
sold. Management instructed to initiate immediate corrective action.
19-01.1 Food establishment personnel food safety certified individual is not present.

10/15/07
2-01.1 (B) Adulterated or unwholesome food is present. Gnawed food is not contained at the front
counter. A gnawed bag of nuts are in the storage room.
7-01 (L) Mouse infestation is present. Mouse excreta is on a counter and in a cabinet in the pharmacy,
on shelves, product and a can of nuts in the store room, on the counter, surfaces and floor at the front
counter, on the floor in the store room and at the front. Gnawed food is in the store room and at the

front counter. A gnawed bin is at the front counter.
19-01.1 Food establishment personnel food safety certified individual is not present.

917/07
7-01 (L) Mouse infestation is present. Mouse excreta is on shelves in the pharmacy, store room and
front counter, on the floor in the store room and loft, and on the loft steps and wall ledge. A dead
mouse is on a glue board under the front counter.
8-06.1.1 (A) Liquid waste(standing mop water) is not disposed of properly.
19-01.1 Food establishment personnel food safety certified individual is not present.

5/7/07

7-01 (L) Mouse infestation is present. A heavy mouse infestation exists throughout the store room.
Accumulations of fresh and old mouse droppings wre observed on shelves and floor areas in the rear

store room.
19-01.1 Food establishment personnel food safety certified individual is not present.
3/22/07

2-01.1 (B) Adulterated or unwholesome food is present. Mice gwaned chips in storage room
Management instructed to initiate immediate corrective action.

4-01.1 (A) Food/Food service article storage does not provide protection.

7-01 (L) Mouse infestation is present.Fresh and old mouse droppings on food shelves, storage room
floor perimeter.

19-01.1 Food establishment personnel food safety certified individual is not present.

2/22/07
2-01.1 (B) Adulterated or unwholesome food is present. Mice gwaned chips in storage room
Management instructed to initiate immediate corrective action.
4-01.1 (A) Food/Food service article storage does not provide protection.
7-01 (L) Mouse infestation is present.Fresh and old mouse droppings on food shelves, storage room
floor perimeter.
19-01.1 Food establishment personnel food safety certified individual is not present.

9/5/06
No Critical Violations

7/28/06
No Critical Violations

Health inspectors found mouse infestation multiple times at this
Philadelphia CVS in 2007+ including in the pharmacy.
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What kind of CVS
IS nhear you?

CVS wants to be @shopable® meaning 2neat, clean, un cluttered.°®

¥
L "

Beauty area, 9015 Bergenline Ave., North Bergen, N.J. 07047, Beauty area, 929 Broadway, Woodmere, N.Y. 11598,
October 10, 2008 October 16, 2008
57% Latino/ Median household income $40,844 4% Latino / Median household income $99,595

"

Gnawed sunflower seeds & other matter in a freezer, CVS, Clean freezer, 2011 S. Rochester Rd., Rochester HiIs, Mich.
15455 Gratiot Ave., Detroit, Mich. 48205, October 9, 2008 48307, November 17, 2008
90% people of color / Median household 13% people of color / Median household income
income $31,367 $62,484

a\We are passionate and relentless in our goal to co  ntinuously
innovate and improve service to our customers % every day,
every way and every customer.®

CVS Caremark, 20ur Vision, Mission & Values®
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LY

CVS Dairy case, 240 Newbury St., Boston, Mass. 02121,

October 7, 2008 October 8, 2008
95% people of color / Median household 26% people of color / Median household

income $27,211 income $60,467

Empty shelves, 1660 W Katella Ave. Anaheim, Calif. 92802, Full shelves, 731 S Weir Canyon Anaheim Hills Calif, October
October 14, 2008 14, 2008
58% Latino/ Median household income $41,408 11% Latino/ Median household income $88,329

ks . i, " ..-""i.._ h

Empty CVS shelves at 4300 Locust St., Philadelphia, Penn. Well-stocked CVS shelves, 317 W. Lancaster Ave., Ardmore,

19104, October 6, 2008 PA 19003, October 16, 2008
68% people of color/ Median household 17% people of color / Median household income
income $16,151 $60,263
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SECTION 1I:CVS may not offer a fair price

The Boston Globe

Aug. 16, 2008

The price is right + mostly: CVS
Qarema_rk Cited Nearly 2,800
Times since '07 for Violations

c .
Ch\;iSnCarem_ark Corp., the nation®s biggest pharmac
Soar ,fwas fined more than $275,000 since Januar g
2 or nearly 2,800 alleged violations of g
mg;szgﬁu?ettz rl;les on pricing accuracy - by far th e
alized of any retailer in the st
te¥%4CVSs
accounted for more than 20 t
percent of the fines
assessed by the Office of Co i
: _ nsumer Affairs and
Business Regulation, a i ik
» an analysis of the i
showed. The violations f ch hstorens
or CVS, which histori
been the leading fine : iy S
. getter, were for everythi
prices scanning incorrect| i g no o
_ _ Yy to items hay i
sticker to inaccurate signs on shelves nanopric e

he current economic crisis has many people worried

T about losing their jobs and their homes and scrambl ing
to pay for basics like filling up the gas tank and keeping
warm. Every chance to save money is more important than
ever. CVS advertising draws customers into stores in search
of bargains. But in Florida, Massachusetts, and Ill inois,
government consumer protection watchdogs have found
that CVS's advertised prices do not always match reality and
have recently cited CVS for overcharging consumers and
misleading customers with its advertising. In addit ion,
surveyors in key markets found that CVS charges more than
the competition for a market basket of common items

A. CVS is most penalized retailer in
Massachusetts

The Boston Globehas described CVS as 2by far the most
penalized of any retailer® in Massachusetts when it comes
to fines for overcharging customers and other prici ng

violations. The chain racked up more than one-fifth  of all
the fines issued by the State's Office of Consumer Affairs and Business Regulation for breaking state pricing

accuracy rules during 18 months in 2007 and 2008, according to a Boston Globeanalysis. The agency cited CVS for
nearly 2,800 violations and imposed more than $275, 000 in fines. A CVS spokesperson described having b change

price stickers and shelf price labels as items go on sale as problematic.™

B. Chicago: Over half of CVS stores caught overchar  ging

In Chicago, CVS is the worst of the big drug chains inspected when it comes to overcharging customers, according

to the city's Department of Consumer Services. Over halfb54 percentbof the CVS stores the agency inspe cted in
September 2007 were charging consumers more for certain products than the items' advertised prices. Mo st of the
CVS overchargesbover 80 percent of thembwere on sup posedly discounted items. 7 The CVS overcharges included:

n An overcharge of almost $10 on Dimetapp Childrens cough syrup, which CVS advertised for $3.25 but sold
at $12.49.

n A $7.74 overcharge on Bayer Eye Vitality nutritiona | supplement. CVS had advertised it for sale at half off
but charged the regular price of $15.49.

n An $8.17 overcharge on Kondremul liquid laxative, w hich CVS advertised at $2.62 but sold for $10.79.

CVS had a higher overcharge rate than Walgreens, where the agency found overcharges at one-third of st ores,
and Osco, which posted overcharges at just over one-fourth of stores.
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C. CVS overcharges in Greater Detroit

A recent check of CVS stores in Greater Detroit found overcharges
at nine of 10 stores visited. A surveyor visited the 10 Greater
Detroit CVS stores in October 2008 and identified a nd purchased
a selection of items that had one price marked on t he item itself
and a different price shown on the shelfbor that la cked an item
price altogether. A comparison of the shelf and sti cker prices with
the price CVS charged for the items found that disc repancies
nearly always favored CVS.

Of 36 different item purchases, CVS charged more than either the
sticker price or the shelf price for 33 of them. CV S charged less
than the sticker price in only two cases. (In one ¢ ase an item had
no sticker price, and the shelf and purchase price matched.)

For the 33 items where CVS charged more than the posted or
sticker price, the average overcharge was $0.46 peritem.™

D. Misleading ads in Florida

In Florida, the Attorney General's Economic Crimes Unit
investigated complaints against CVS including claim s that it
published ads promoting low prices but charged high er prices at
checkout. The Attorney General concluded that &ert ain
provisions of the company's ExtraCare Rewards Program might

be considered confusing and misleading.® As a resul t, CVS agreed
last December, in the words of the Attorney General , 3o change
its business practices in Florida, protecting consu mers from
potentially misleading advertisements® ™

aAs part of the agreement, CVS agreed to clearly and
conspicuously alert potential customers of the
conditions and limitations of any offer, including, but
not limited to, membership requirements, program
terms, mail-in rebates, instant rebates, specific items
to be purchased, or quantity of items to be
purchased.°®

In place of a fine, CVS also agreed to make a $30,00 payment to
the state's Seniors vs. Crime program and a $25,000payment to the
Attorney General to cover costs including the inves tigation and the
monitoring necessary to ensure the company's future compliance
with the law. &

E. CVS: A more expensive place to shop

The sticker price on this Friskies cat food is $0.6 9.
The shelf price is $0.79, and this Detroit CVS
actually charged $0.89.

. Dec. 10, 2007
Florida State Attorney General
(press release)

McCollum Signs Advertising Agreement with CVS
to Modify Practices Concerning "ExtraCare Rewards
Program® Company will take extra steps to ensure
consumers are not misled by rewards program
advertisements and make contribution to Senior vs.
Crime program

Despite its claimed focus on value, CVS charges high prices compared to other large drug chains. Surve yors
recently observed CVS to be the most expensive national drug chain in four of the five markets surveye d.

Cure CVS
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Researchers in five markets visited 53 CVS stores ad 269 competitor stores in
close proximityPincluding other pharmacy, grocery a nd discount chainsbto
gather price information on a basket of 21 items. ® The basket items ranged
from food and household goods like Tropicana orange juice, Pampers diapers
and Tide laundry detergent to over-the-counter medi cations and health and
beauty items like Pepto-Bismol, Maybelline mascara and Gillette razor blades.
This pricing survey was conducted in October 2008 i n Greater Boston, Greater
Detroit, the New York City Metro area, Greater Los Angeles and the
Philadelphia area.

The survey results showed that in Greater Boston, Greater Detroit, the
Philadelphia area and the New York City Metro area, CVS charged more for a
common basket of goods compared to the Walgreens an d Rite Aids surveyed.
CVS was more expensive than Rite Aid in every marke. In Greater Los Angeles,
Walgreens was slightly more expensive than CVS. Thebasket price differential
was up to five percentbor over $7bwhich can quickly —add up for families on

a budget.

CVS circular at Washington, D.C. store

Further, in three marketsbGreater Boston, Greater D etroit and the Philadelphia areaDCVS charged more t han
every single drug, grocery and discount chain surve yed. And these price differences are stark; CVS chaged between
10 percent and 13 percent more than the average for a common basket of goods across all the surveyed dains.®

Retail analysts at Credit Suisse have also found that CVS is consistently more expensive than its prim ary national
competitorbWalgreensbin the two U.S. markets it sur  veys: Chicago and Dallas. And among all the pharmacy,
grocery and mass merchant retailers included in the Credit Suisse analyses over the last year, CVS wathe second
most expensive retailer, on average, in both cities . Only one grocery chain in each market was more expensive
than CVS#

A review of each monthly Credit Suisse price report over the last 12 months shows that CVS was the mog expensive
or second most expensive chain in Chicago for nine months and in Dallas for seven months. For food ite ms, CVS
was either the most or second most expensive for every month in Chicago and 10 of 12 months in Dallas.

CVSss record of overcharges and

CVS more expensive than competitors expensive prices looms larger

Price of common basket of goods in three markets when combined with another
No. of Common problem for CVS shoppers:
CVS Rite Aid Walgreens Items (of 21) * documented problems with
Greater Boston ~ $149.82 $143.99 $144.47 20 the quality of the products on
Greater Detroit ~ $148.18  $144.04  $141.05 20 CVSs shelves.
Philadelphia area  $157.62 $149.04 $151.00 21
New York Metro area  $148.91 $146.27 $145.83 20
Greater Los Angeles  $147.36 $143.46 $148.02 19

1 A basket of 21 items was priced at each visited sore. Since more than one store in the
same chain was visited in a market, the observed pices were averaged across the chain.
Not all the items were available at each visited store, thus the size and items in the
common baskets vary by market.
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SECTION IlI:CVS's questionable
products and services

roviding 2high-quality health and pharmacy services °is a key part of CVS's mission® The quality of CVS's
P offerings may be dubious in several key areas, however: the company has repeatedly been caught with ex pired
infant formula, out-of-date medicinesboften for chi  Idren and often CVS brandband other expired product s on its
shelves. And various products it sells under the CV S brand are outsourced to overseas manufacturers th at the FDA
rarely inspects, and have been recalled numerous ti mes in recent years because of quality control laps es.

A. Expired drugs, food and infant formula

Attorneys General in New York and California have d emanded in the last several months that CVS stop offering
expired infant formula, milk and medication for sal e. The actions are only the latest in a string of regulators'
attempts to protect the public from CVS's pattern o f selling out-of-date products. And the pattern ext ends to
Greater Detroit, the Philadelphia area, Greater Bos ton and several other areas, where surveyors have found expired
products for sale at CVS stores. Despite repeated asurances that it will not happen again, CVS seems unable or
unwilling to keep expired products off its shelves.

B. New York Attorney General finds expired products at CVSbagain

In June, New York State Attorney General Andrew Cuomo took
legal action against CVS after undercover investigators found
expired products in 142 CVS stores across New YorkState. Sixty
percent of CVS stores his staff visited had expired products on
the shelf. The widespread nature of these violatio ns indicates
that CVS maintains an implicit company policy to ma ximize
profits through the selling of expired goods to the public,°
according to the Attorney General's office. ®

Investigators found expired products on the shelves in CVS
stores in 34 New York State counties, from eastern Long Island to
Buffalo and from New York City to Albany. The produ cts included
Nuprin brand ibuprofen that was over two years out of date; CVS
Junior pain relief that was almost nine months out of date;
Enfamil infant formula that had been expired more t han 10
months; CVS cough syrup that was over a year outdated; and antifungal cream that was 10 months expired .
Cuomos staff also found expired products for sale at 43 percent of the Rite Aid stores they visitedDa lower rate
than CVS.

New York Attorney General Cuomo at press conference
about CVS®©s expired product findings

CVS called Cuomoss findings @unacceptable to us,° a nd said, @We will work aggressively to ensure that our review
and removal procedures are followed consistently.® # The chain promised to cooperate with the Attorney G eneral's
investigation. %
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{Tos Anaeles Times

June 20, 2008

CVS told to pull
expired products

= A

DOWJONES

June 12, 2008

NY AG to Sue Stores for
Selling Expired Items

Using expired medications could
be dangerous, according to the
health commissioner of Suffolk
County, in Long Island, New
York, who noted that outdated
children’s liquid medicines could
evaporate, resulting in children
taking a concentrated, adult
dose of medicine. Aspirin,
meanwhile, loses potency over
time, which could endanger
patients taking aspirin daily to
protect against heart disease. *

The New Nork Eimes

June 13, 2008

Expired Items Found
at Drugstores
Across the State

28

However, a week later, Cuomos staff found expired products on
CVS shelves in the Syracuse area. 8t doesnt takea week to pull
products off a shelf,> Cuomo told a Syracuse newspa per. 3And it
wasnt supposed to happen in the first place.® ® Then, two weeks
after announcing the initial findings, the Attorney  General
reported that there were still expired products on the shelves in
half the stores his staff had checked in follow-up visits. 2From my
point of view, this suggests that the corporations are not taking
responsibility,° Cuomo told reporters, as he announ ced plans to
sue to force CVS to remove expired goods from its shelves.*

C. CVS violates agreement with
New York Attorney General

By selling expired over-the-counter drugs, CVS was breaking an
earlier legally binding agreement with the New York Attorney
General. In 2003, the Attorney General had caught the chain
selling expired drugs, and CVS had signed an 2Assurance of
Discontinuance® promising to refrain from the pract ice and
institute safeguards to prevent it from recurring. The Attorney
General had found expired medications at CVS stores in
suburban Westchester County and Manhattan, includin g CVS
children's non-aspirin pain reliever, CVS topical a nti-infection
ointment and CVS ibuprofen tablets.

CVS paid a civil penalty of $3,500 and agreed to 3efrain from
selling or offering for sale over-the-counter medic ines after the
expiration dates listed on the products' packaging® and dinstitute
procedures to ensure that expired over-the-counter medicines
will be identified and removed no later than the ex piration dates
listed on the packaging.® *

D. California Attorney General
finds expired products at CVS

Meanwhile, also in June 2008, California Attorney G eneral Jerry
Brown investigated CVS stores in Southern Californi a in response
to consumer complaints. His staff found expired pro ducts on the
shelves at 26 CVS stores in Los Angeles, Orange an®an Diego
counties. As in New York, the expired goods include d infant
formula, over-the-counter medicines, milk and eggs. The
Attorney General noted that some of the sell-by dat es his
investigators found on expired products at CVS had been
obscured by price tags or other store stickers. 2CVS Pharmacy
should immediately pull these expired products from its shelves
and ensure that these consumer safety violations do not occur
again,® Brown said. %
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E. Expired products in nine more states

Beyond California and New York, CVS has difficulty keeping expired products off the shelves in states across the
country. Surveyors visited nearly a quarter of the CVS stores in the United States in the last yearbov er 1,500 stores
in 11 states. They found that CVS's problem with ex pired products was widespread. These surveyors foun d expired
infant formula, milk or eggs on CVS shelves in 666 stores across the countrybrepresenting more than 42 percent
of the stores surveyed.

As the table below shows, all the markets surveyed had a significant problem with expired goods. Over 70 percent
of stores in Greater Houston had expired goods for sale as did nearly two-thirds of the CVS stores in Greater
Detroit. In total, there were six markets where ove r 40 percent of stores carried expired products. *

Surveyors also found expired over-the-counter drugs Doften children's medicines and often CVS brand pro ductsb
on CVS's shelves along with outdated formula and da iry products. The expired products the surveyors pu rchased
were often significantly out of date, including med icines and infant formula that approached two years past
expiration and dairy products that were three weeks expired. Samples of the expired products surveyors bought
at CVS include:

n A container of Infants Mylicon gas relief drops, bo ught at a Baltimore CVS on March 8, 2008,
was almost two years old, having expired in April 2 006.

n A container of Enfamil infant formula bought on Jan uary 28, 2008 at a CVS in Fullerton,
California, had expired almost two years before, in  March 2006.

n Two containers of Similac infant formula purchased in a CVS store in Livonia, Michigan, were
over a year past their expiration date when purchas ed in January 2008.

n A package of CVS brand uncoated aspirin, purchased in a Waltham, Massachusetts, CVS on
February 2, 2008 had expired almost two years befor e, in April 2006.

n A box of Vanquish pain reliever bought in a Henders on, Nevada, CVS, had been expired more
than two years when purchased on March 29, 2008.

n A container of CVS brand NasalCrom Spray bought on January 12, 2008 at a Philadelphia
CVS had expired over a year before, in October 2006 .

F. CVS drugs made by firms with factories in China and India

There are also potential problems with the quality of some CVS over-the-counter medications even befor e they
expire. CVS brand over-the-counter drugs (also call ed private label®) are twice as profitable for the company as
sales of national brands. CVS touts them as high quality economical alternatives to national brands.

CVS sources production of some of its private-label over-the-counter medications to companies that man ufacture
products or buy active ingredients in India and Chi na. However, CVS has failed to act aggressively afér regulators
have found quality problems at an Indian drug maker , Ranbaxy, which makes CVS brand products, as descibed
below. And CVS apparently has no policy against the use of Chinese-produced active ingredients in its private-
label medicines, despite a string of scandals tied to contaminated Chinese products. *
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OCtO be r 1 3 § . A container of Infants Mylicon gas relief

: drops, bought at a Baltimore CVS on March
2008 8, 2008 was almost two years old, having
expired in April 2006.

Expired eggs at a CVS store in Redford Township, Michigan

CVS Stores with expired infant formula, milk and eg gs
Stores Greater  Greater Washington Las VVegas Greater South Greater Philadelphia New York  Greater
Houston  Detroit DC Area LA Florida  Phoenix area City Boston
CVS stores with any ) 132 21 2 126 75 29 62 27 62

expired products?

Total CVS stores
surveyed 142 206 41 50 294 179 85 193 92 233

% CVS stores with

a”%fox(fdgg 71% 64%  51% 44%  43% 42%  34%  32% 29%  27%
CVS stores with

expired infant 95 107 17 22 106 72 21 52 18 50
formula®

Total CVS stores
surveyed 142 203 40 50 283 179 85 187 77 225

% CVS stores with

expireg infarllt 67% 53% 43% 44%  37% 40% 25%  28% 23%  22%
ormula

CVS stores with
expired dairy goods 19 52 6 1 36 4 15 12 11 15

Total CVS stores

surveyed 142 206 41 49 294 179 80 193 87 231

% CVS stores with

expired dairy  13% 25% 15% 2% 12% 2% 19% 6% 13% 6%
products

a Any expired product refers to stores with at least one container of expired infant formula, milk or eggs on the shelf.

b Infant forumla refers to both powdered and liquid infant formula.

¢ The total stores surveyed varies by product within markets due to one of the following: (1) nonavail ability (not stocked or sold out) of
one or more products at particular store and (2) in fant formula locked up in some stores.
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A container of Enfamil infant formula bought A box of Vanquish pain reliever bought in A package of CVS brand uncoated aspirin,

on January 28, 2008 at a CVS in Fullerton, Henderson, Nevada, had been expired more purchased in a Waltham, Massachusetts, CVS
California, had expired almost two years than two years when purchased on March on February 1, 2008 had expired almost two
before, in March 2006. 29, 2008. years before, in April 20086.

G. CVS's slow response to quality lapses

The Food and Drug Administration is charged with in  specting all factories that make drugs for the U.S. market, but
there is broad consensus that the FDA is failing to adequately inspect thousands of overseas drug factories. Among
many weaknesses with overseas inspections: the agency lacks an accurate list of foreign drug factories producing
for the U.S. market, has too few inspectors who spe ak the needed languages and too few resources to do prompt
follow-up inspections when inspectors find quality — problems overseas to ensure that the plants have fi xed the
problems. In the last six years, FDA inspectors fou nd dangerous conditions in 15 foreign drug factorie s, but the
agency reinspected only one of those plants within two years.*

Given the FDAs weakness, when the agency takes st@s such as issuing an import alert® on an overseas drug
makers products, companies such as CVS that buy drugs from the drug maker should take their own safet y
measures. Under an @import alert® issued by the FDA , U.S. officials may prevent all drugs covered by the alert

from entering the U.S. In September 2008, the FDA issued an import alert for drugs from two Indian fac tories run
by Ranbaxy, at which the FDA had found 8serious man ufacturing deficiencies,? including cross-contamina tion
between different drugs and inadequate sterilizatio n.®” CVS did not take aggressive steps in response, suchas
pulling Ranbaxy products from its shelves. Two of t he Ranbaxy drugs covered in the FDASs import alert have

been sold as CVS brand products with packaging indi cating that they were made by Ranbaxy.* They are loratadine
(generic Claritin or generic Alavert) and ranitidin e (a generic version of the heartburn drug Zantac). ® CVS has also
sold a Ranbaxy-produced CVS brand version of the formerly prescription antihistamine Zyrtec.

CVS has had problems with Ranbaxy's quality control on private label drugs it produced for CVS as far back as
February 2007. At that time Ranbaxy recalled childr en's loratadine syrup (generic Claritin)Pincluding  CVS brand
children’s loratadine syrupPbecause the drug 3[e]xc eeded impurity specification.

Over the last several years, the mounting problems at Ranbaxy should have been impossible for CVS to ignore:

n In June 2006, FDA inspectors issued a warning letter citing poor stability testing practices at a Ranb axy
factory. 2

n In 2007, Ranbaxy had to recall 73 million Gabapenti n tablets, an anti-seizure drug produced at the sam e
factory that the FDA had cited for violations in 20 06.1
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THE WALL STREET JOURNAL

Oct. 22, 2008

FDA Faulted for Oversig
of Foreign Drugs

W,
faiﬁnSgHtlcr,\feLO,\; C The Food and Drug Administration js
et P accurate data about foreign drug
fohow 1 WarsnLilr?gcl)st(—;-d to oversee and often does not
etters with j ' i
a report by the investigative Z:?nsgicctf:;r’eicsi/o gt
Ic_:eader_s of the House Energy and Commerce ’
Ofo;?gz)llt:::Sh;v;v geslg i?vgstligating the FDA®©s handling
r Nts in India run by Ranbax
Laboratories Ltd., one of th ’ i
pharmaqeutical compamies.eT\;wvzr::dl;@A'\S illil rggps)ttgnelge"c_
banned Imports of 30 generic drugs from the tw y
plants, severa| years after the FDA first found : i
problems at one of the facilities. alty

n In July 2008, the Justice Department accused
Ranbaxy of 8systematic fraudulent conduct,
including submissions by Ranbaxy to the FDA
that contain false and fabricated information
about stability and bioequivalence, failure to
timely report the distribution of drugs that were
out of specification (BO0S°), and attempts to
conceal violations of current Good Manufacturing

Practices (cGMP) regulations from the FDA.° %

In connection with the Import Alert referred to
earlier, in September 2008 the FDA issued two
warning letters, one for the factory it had warned
in 2006 and one for another Ranbaxy facility,
citing quality control problems including cross-
contamination between different drugs and
inadequate sterilization.

aMly advice to my pharmacists is we better stop
dispensing this stuff,° the incoming president of
the National Community Pharmacists Association
said of Ranbaxy products.'*® Instead of more
aggressive and decisive steps, after two years of

FDA problems with Ranbaxy, CVS told a reporter
in September 2008 that it was @identifying alternat ive supplier arrangements to maintain our product

supply for the select items affected by the FDA action. ** Ranbaxy-produced CVS brand over-the-counter

products remained on at least some CVS shelves as ¢ November 2008.

H. CVS brand: Record of problems
Ranbaxy is only the latest example of the problems that have arisen from CVS's sourcing of the product ion of CVS

brand over-the-counter ((0TC°) drugs:

n Leiner Health, a producer of CVS brand OTC medicati ons, shut down manufacturing operations at one
of its plants in 2007 after the FDA accused the company of committing fraud by falsifying safety and

purity tests.
n CVS Brand acetaminophen was recalled in 2006

when it was found to contain metal fragments. %
This product was made by Perrigo, which buys large

REUTERS ! .
volumes of acetaminophen (generic Tylenol) and

other pharmaceutical ingredients from China,

Nov. 15, 2007
. according to U.S. Customs data and Perrigos websit e.
India's Ranbaxy Recalls
Gabapentin Tablets in U.S. n CVS nicotine gum has been recalled twice: in 2005
because of @Degradation Failure® **® and in 2003

because it contained pieces of latex gloves.'*
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n CVS Liquid Antacid/Antigas (Aluminum hydroxide, Mag nesium hydroxide, Simethicone) was recalled in
2006 because it was 3[s]ubpotent.© 1

n In 2001, three companies that produced or later pro duced CVS brand OTC drugs settled Federal Trade
Commission charges that they had falsely labeled th eir products @Made in USA° when the active
ingredients had been made overseas. The producers were Perrigo, Leiner and LNK International. **?

CVS claims to have rigorous testing and quality con trol programs for its private label products. CVS sa ys @it is
critically important to us that the products and ph armaceuticals we sell are safe, reliable and of high quality. Thus,
we maintain product and pharmaceutical supplier sta ndards and a robust product quality assurance, safe ty and
testing program.® 2 But in addition to CVS brand recalls, CVS has continued selling Ranbaxy products for more
than two years after the FDA warning letter about d ubious manufacturing practices at one Ranbaxy facto ry, and
more than 18 months after the recall of Ranbaxy's C VS brand children's antihistamine syrup.

Another CVS failure is in the company's privacy pro tection practices. CVS exploits its vast data banks to tailor
marketing pitches to individuals, sells information  to other companiesband has a record of putting pri  vate
data at risk of exposure to identity theft.
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SECTION IV:CVS's failure
to protect private information

aWe have more information on the consumer and their behavior than
anybody else, and we share it with our over-the-cou nter suppliers.

We share it with our pharmacy suppliers.®

BCVS Caremark CEO Thomas Ryan 1

VS customers trust the company with information abo ut some of their most personal transactions.
Consumers may expect that when they leave a CVS stae with prescription drugs, over-the-counter
medicines and other personal items, it is the end o f the transaction. In fact, it is just the beginnin g.

CVS retains data on your purchases in its computers and analyzes your
medical history and buying patterns to design marke ting pitches targeted
specifically to you. It sells some of its purchase data to 2health information
companies?® that in turn sell the information to dru g manufacturers and
others for marketing purposes. And CVS has a record of making private
information vulnerable to identity theft that has p  rompted action by three
Attorneys General as well as privacy watchdogs.

A. CVS uses your data to sell you more

CVS Caremark has access to more of Americans' mostprivate prescription
information than just about anybody. One in two peo ple in the United

July 23, 2008

_They Know What's in Your
Medicine Cabinet: How Insurance
Compgnies Dig Up Applicants'’
Prescriptions and Use Them to
Deny Coverage

States now receives prescription or health services from CVS Caremark, and the company's computers con tain
data on 30 percent of all prescriptions in the Unit ed Statesbover 1.2 billion prescriptions per year.

The company has even more information on its over 5 0 million ExtraCare card holders, who scan their ca rds
when they shop at CVS in order to get discounts and dextra bucks® redeemable for merchandise at CVS. Nearly
two-thirds of CVS's non-pharmacy sales are made wit h the card. CVS says ExtraCare is the biggest retdiloyalty
program in the world, **and it is growing, partly thanks to the CVS-Caremar k merger. The company has recently
enrolled 4 million people in ExtraCare by sending ¢ ards to people whose pharmacy benefits CVS Caremark
administers. The company expects to add another 6 m illion ExtraCare card holders next year. **¢

CVS uses this intimate knowledge of customers' purc hases to dmigrate customers from low-value behavior s to
higher-value behaviors® ***Pmeaning buying more at CVS. As CVS's CEO Thomas Ryan said, We know the
customers who are coming into our store to buy beau ty, but arent buying OTCs [over-the-counter medici nes]. %
We know who's coming in for photo, but not using th e pharmacy, and we can target [those customers] wit h special

mailings and customized offers.°

That could include promoting CVS brand over-the-cou nter versions of drugs to patients or making ®isea se-
specific® discount offers to patients. **° For example, a patient with a diabetes drug prescri ption could start
receiving coupons for products that may help diabet icsbor even get a pitch for those items on the phon e when
calling to refill a prescription: @aThey may get the prescription for diabetes, but there may be eye ca re or foot care
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products that they should consider,° said CVS CFO D avid Rickard. 3And what
if we were in the position when the order came int o call up and say, you
know what, often people with your disease states ne ed these OTC (products).
We have them available at these reasonable prices, would you like us to

throw them in the bag?° **

i Review

April 23, 2001

Transfer of Rx Files Spur
Suit: AIDS Patient Sues
CVS Corp.

A"

B. CVS sells patient data to third parties

CVS doesnt just use data on consumers' purchases for its own marketing purposes. The company also
sells information on its customers' purchases to he alth information clearinghouses that then sell itt o drug
manufacturers and others for marketing and promotio n purposes. CVS sells this information in several w ays:

n CVS sells data on prescription drug purchases at its stores to data giant IMS Healthcare and other health
information companies. **IMS and the other companies sell the data to pharma ceutical manufacturers,
biotechnology companies and drug distributors, amon g others.'?

n If your doctor uses CVS Caremark’s electronic prescription service, she or he had to agree to allow CVS to
sell information about the prescriptions the doctor  writes to drug manufacturers and other @hird part y
partners.® %

n CVS Caremark has contracts with employers and insur ers that also allow it to sell data from its pharma cy
benefits management business to drug manufacturers and other third parties. **

Disturbingly, a July 2008 Business Weeknvestigation revealed that health, life, and long- term-care insurance
companies are among the purchasers of prescription data from pharmacy benefits managers. According to the
magazine, these companies may use this data to deny people coverage or charge them higher premiums bas ed
on their prescription drug history. **

C. CVS takes money from big pharma and marketstoy  ou and your doctor

Another way CVS works with drug makers is receiving payments from them for marketing activities, inclu ding for
sending letters to patients promoting a pharmaceuti cal firm's drugs based on drug histories in CVS's computers.
This practice has landed CVS in legal trouble befor e, but it apparently continues.

In August 2007, a Massachusetts court ruled that CVS and a drug company had committed unfair and decep tive
business practices in a program where CVS sent letters to its customers promoting the drug maker's pro ducts.
The drug manufacturer, Merck, had been paying CVS a fee of $2 per letter to send the letters to patients with a
certain medical profile. CVS hired an outside marke ting firm, Elensys, to send the letters andbwithout patients'
permissionbprovided Elensys with a database of pati ents including their names, addresses and birthdate s, and
the letters they were to receive.

A diabetes patient who received one of the letters sued, claiming in part that CVS had engaged in deceptive
business practices by failing to disclose fully its arrangement with Merck. The court ruled that CVS h ad deceived
the patient, Jeffrey Kelley, by providing medical a dviceBbrecommending drugsbwithout revealing thatit  was
dmaking a net profit each time it provides that med ical advice.°**® Even before the case was decided, hundreds
of consumer complaints ultimately forced CVS to sto p sending the letters to patients. ¥

However, CVS apparently continues to take money fro m drug companies, including Merck, to send letters to
patients' doctors promoting particular drugs. A doc tor received the letter below in June 2008. CVS Caemark sent
the letter to promote Merck's diabetes medication, Januvia. The letter was accompanied by several &chart inserts®
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CVS Caremark uses plan members' names and
prescription information to market drugs to doctors
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that identified the doctor's diabetes patients by n ame, patient identification number, and date of bir  th. It
suggested that they might be candidates for a Januvia prescription. ** According to G. Caleb Alexander, a

University of Chicago associate professor of medici ne, Januvia is five to 11 times more expensive than other
diabetes therapies such as metformin and glipizide. **

CVS’s aggressive use of intimate information for ma rketing purposes raises additional concerns because of CVS's
repeated failures to keep that information private and secure. A review of CVS's record shows that the company

has repeatedly exposed private informationBboth pap er records and online databto possible theft or pub lic
exposure.

D. Attorneys General: CVS dumps private documents

In the last year and a half, three Attorneys General have accused CVS of not protecting patients' priv ate
information:

n The Texas Attorney General sued CVS in April 2007 charging the company with dumping more than

1,000 customer recordsbincluding names, addresses, dates of births, types of medications and credit
card numbersbinto a garbage bin outside a CVS store .**

n The Indiana Attorney General filed similar charges with the state board of pharmacy in September 2007,
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just five months later, charging that CVS had faile d to properly dispose of patient information.2Pharm acy
staff carelessly included private health informatio n with general trash rather than destroy this prote cted
information in a manner designed to properly safegu ard patients' privacy,® the Attorney General said i n a
press release’*

n In June 2008, the California Attorney General calle d on CVS to quickly resolve its practice of not pr otecting
private consumer information.° after receiving repo rts that CVS pharmacies were not properly handling
patients' private data. **

E. CVS failed to protect customer privacy online

April 17, 2007
In 2005, privacy advocates found a security hole in CVS's website that Texas State Attor ney General
allowed anyone 2with the barest of personal informa tior° to obtain a list (press release)
of items customers had purchased using their ExtraC are cards. Anyone CVS Pharmacy cited for exposing
knowing a customer's ExtraCare card number, last na me and zip code hundreds of customer records

could log onto the site and learn what the customer had bought. The
site was not password protected. To test the weakness, a reporter gave privacy

advocate Katherine Albrecht the reporter's ExtraCar e card number, and the reporter bought items includ ing
condoms, acne treatment, an enema and a pregnancy t est kit. Albrecht emailed back to the reporter a li st of

the items that she had obtained from the CVS websit e, complete with UPC codes and the date of purchase .***
Albrecht noted that with ExtraCare cards on key cha ins as well as in wallets, anyone from mechanics and parking
attendants to acquaintances and ex-spouses could gain access to private purchase information. CVS now says it
handles customers' requests for lists of ExtraCare purchases by telephone.***

F. CVS may buy your prescription history

Even if you avoid CVS in favor of your local indepe ndent pharmacy, your
prescription history could end up in CVS's computer s. One way CVS grows is by
buying the prescription files of pharmacies that ar e closing, so that CVS can pick
up their business. One CVS spokesman estimates that the company does 200 such
file buys a year.** Several years ago, a person with AIDS in New York Gty found his
s L prescription records had been sold to CVS without n otification or consent and sued
in New York state court. He claimed that as part of
the deal to buy the records, CVS had induced the in dependent drugstores not to
inform customers of the transfer. The patient also claimed that moving his
records from the independent store into CVS's datab ase made them accessible
to thousands of CVS employees nationwide. *** The court ruled in 2003 that
selling prescription information without patients'  consent violated the selling
pharmacy's duty to protect patient confidentiality. ¥ CVS, however, continues to
buy patients' prescription files from other pharmac ies.

ExtraCare

AdveisingAg

June 20, 2005

Is Your CVS Loyalty Card
a Privacy Threat?

CVS to Add Security
Measures to Loyalty

card Information

Using patient information to market drugs is one wa y that CVS may
undermine public confidence in professional pharmac ists. And pharmacists
themselves may have concerns about CVS's impact on their practice and
their patients.
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SECTION V:CVS's press for
profit may put patient care at risk

harmacists play an increasingly important role in k eeping people healthy. Doctors are relying more on

medication as a less invasive and more effective way to treat many diseases; researchers are identifying
new drugs and new uses for old ones; chronic diseases like diabetes and heart disease are on the rise;and the
population is aging. As a result, Americans are inc reasingly likely to take their morning coffee with a pillDor
maybe several.

A pharmacist is often the only professional in a po sition to make sure patients' medications do whatt hey are
supposed tobhelp instead of hurt. The pharmacist ca n determine whether the drug prescribed by one doct or
conflicts with another the patient is already takin g. A pharmacist can also ensure patients know how and when
to take their medicine to avoid side effects like n ausea or drowsiness. And a pharmacist is often the only clinical
professional available to advise patients about the increasing number of powerful, formerly prescripti on drugs
that are now available over the counterbnot to ment ion the myriad of nutritional supplements on CVS's shelves
whose manufacturers bombard consumers with confusin g health claims. A key requirement for pharmacists to
fulfill these increasing responsibilities is time: time to consult with physicians about a patients d rug regimen,
time to review a patient's list of prescriptions fo r possible interactions, and above all, time to adv ise patients
one-on-one about their drug therapy.

A. @Speed above safety®?

CVS appears to have other priorities for its pharma cists, however. According to the report of an inves tigation by

North Carolinas WCNC, CVS pays cash bonuses to its pharmacists in the state based on how many prescri ptions
they fill. And CVS periodically updates pharmacists on
their numbers so, in the words of the report, @hey can

Feb. 12, 2008 gauge how many thousands of dollars they'll make if
en. )
they keep putting pills in bottles at the currentr ate.°*®

m At the CVS pharmacy for which WCNC obtained

records, more than 80 percent of pharmacists'

Speed, High Volume Caf incentive pay came fiom the number of prescriptions

filled. As former CVS pharmacist Josh Rimany told a

Trl g g e r M l Stake S reporter, @lt's alarming because their prioritybthe  y're

telling youbtheir priority is volumebto make more

v, A USA TODAY investigation fqund evidence tr;f‘\t money ar]d to do more prescriptions.® Further,_CVS
corporate policiestuch as allowing QV gncozrfﬂ.\f} gnd pharmacists say, management has been mandating
pharmacists to fill hundreds of preSC“pt‘OnS l/"’“ Y higher prescription volume targetsbfrom year to
rewarding fast workBean contribute 0 errors7 yearbwithout adding more staff.
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A mid-year pharmacist incentive update for a North Carolina CVS. The report compares 2Budgeted Scripts °Dthe pharmacy's
volume targetbwith 2Actual Scripts®Pthe actual numb  er of prescriptions filled. According to WCNC News, pharmacists' bonus
payouts (see the 2PAYOUT® column) are based on how many prescriptions the pharmacy fills above the bud get target. Other
factors in the incentive report are generic substit ution rate (*(GSR°) and @TRIPLE S,° a CVS measure that includes wait timeb
whether pharmacists fill prescriptions within allot ted timesband the amount of time it takes to answer the pharmacy phone.

CVS?'s approach to pharmacy has raised regulators' hackles. The North Carolina Pharmacy Board has repeatedly
cited CVS for creating working conditions in which the Board found pharmacists are more likely to make mistakes,
according to the WCNC investigation. The stations analysis of 10 years of pharmacy board records found that CVS
has the most citations of any chain for medication errors where the board found the pharmacist was so busy that it
increased patients' risk. And, in Massachusetts, af ter Pharmacy Board there substantiated 62 complaint s involving
medication errors and other problems at CVS in 2006 , the company agreed to a settlement that included
independent review and oversight of its safety prac tices for two years.**° The board brought in outside experts from
the Institute for Safe Medication Practice to revie w the way CVS runs its pharmacies, and their experts suggested
that CVS's intensive focus on prescription volume a nd other statistics might value 2speed above safety .° The
Pharmacy Board extended the term of CVS's oversight in 2008 because the chain had not yet implemented all the
safety improvements recommended by the Institute’s team.**

Despite these warning signs, CVS President and CEOThomas Ryan claims his company can get even more
volume out of its pharmacists. Ryan recently told i nvestors that CVS can fill 10 percent to 14 percent more
prescriptions than it does now without hiring more  pharmacists. 2 Yet across all U.S. pharmacies, prescription
volume rose 12 percent from 2002 to 2006,** and chain pharmacists say they are already overwork ed and lack
enough time to counsel patients on their medication s. According to the most recent National Pharmacist s

Workforce Survey:*+
n Fifty-nine percent of chain pharmacists rate their workload level as 2high or excessively high.°

n Fifty-seven percent of chain pharmacists report tha t their workload has increased or greatly increased
compared to a year ago.

n Close to half of chain pharmacistsb46 percentbperso nally dispensed more than 160 prescriptions per
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n Chain pharmacists have said they want to spend almo st a third of their time counseling patients, but
actually spend only 18 percent of their time in pat ient consultation. **° This 18 percent estimate may actually
be an overestimate of counseling time at many drugs tores: An American Pharmacists Association newslett er
mentions the problem of @negligible (or absent) cou nseling offered in many pharmacies. **

B. Patient counseling or marketing?
aAnother growth opportunity is what | call gaps in care.°
BCVS Caremark CEO Thomas Ryan e

Pharmacists are calling on CVS and other chains to put counseling patients at the center of their oper ations.
But where pharmacists see a need for more patient c ounseling, CVS Caremark CEO Thomas Ryan sees anotter
growth opportunity.® Thus, CVS talks in terms of g aps in care®Pbut it appears this means simply addin g more
volume to CVS pharmacies and more revenue to the co mpany. **

One key offering under the Patient Care Initiative is first-fill counseling for patients with new pres criptions
for long-term @maintenance medications.° The progra m aims to make sure that patients understand the
importance of continuously taking medications for ¢ hronic conditions such as high blood pressure, diab etes
or high cholesterol. But CVS does not offer this co unseling to all patientsbjust those where CVS &an expect
the highest rate of success and return,? according to a CVS executive'®

CVS pharmacists and CVS patients need the same thing: for CVS's pharmacy to focus on quality care. The
pharmacy metrics CVS usesbrates of return, phone an swering time, number of scriptsbmatter much less
than the individual interactions that allow pharmac ists to help patients get healthy and stay healthy.
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CONCLUSION: Cure CVS

fter CVS bought Caremark in 2007, the newly merged company trumpeted its new 2unifying Vision, Mission
A and set of Values that defines our company and serves as a guiding beacon for how we conduct our busin ess
every day° The company proclaimed, 20ur mission is to improve the lives of those we serve by making i nnovative
and high-quality health and pharmacy services safe, affordable and easy to access.®* This report suggests that the
reality of CVS falls far from the company’s lofty s tated ambitions.

Are CVS services 2easy to access® when the companigmtoportionately allocates stores and services
to majority-white areas? Are they easy to access wn the company signals distrust of people of color
by locking down inner-city stores?

Does affordable® mean charging higher than advertis ed prices at the scanner and charging more
than competitors for common goods?

Are CVS's services 2safe® for consumers when the cgrany collects health information on hundreds
of millions of Americans, uses it to push products and sells it to other companies, when it has
exposed patient and customer data to potential iden tity theft?

Is CVS providing 2high-quality health and pharmacy services® when it repeatedly offers expired
children's medication, infant formula and milk for s ale and interferes with pharmacists'
professional role by emphasizing speed and sales aer other goals?

In short, there are many people and communities acr 0ss the country that CVS underserves, overcharges and fails
to protect. Left untreated, these unhealthy conditi ons will continue to harm communities and interfere ~ with CVS's
own stated mission. Change to Win calls on organiza tions and individuals who have been excluded from t he
company's success to work together to cure CVS. Byraising awareness about CVS's negative impact on
communities and on quality pharmacy care, a broad ¢ oalition should convince CVS to take the following steps:

n Equal access to CVS stores and services across all communities and income levels DProvide
all communities with access to 24-hour stores and M inuteClinics. Ensure that CVS stores in all communi ties
are clean and healthy and welcome shoppers rather t han signal distrust.

n Fair and accurate prices BEnsure that all stores honor advertised and posted prices. Bring CVS prices in
line with those of its competitors.

n Quality products and services BClear CVS shelves of expired goods and drugs of questionable quality.
Adopt new procedures to keep these products out of CVS stores and inform CVS customers of the actual
manufacturer and country of origin of all CVS-brand medications.

n Privacy protection  BStop using private consumer information to market  products. Cease selling patient
data to outside companies and adopt and follow prac tices that finally and permanently protect private
information from the risks caused by careless dispo sal.

n Put quality of care first BSupport pharmacists based on their ability to deli  ver quality care, and reward
them on that basis, not on how many prescriptions t hey can fill or how fast they fill a prescription o r answer
the phone.
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Appendix: Definitions of market geographies

MASSACHUSETTS

Greater Boston: The counties of Essex, Middlesex, Norfolk, Plymouth, and Suffolk
Boston: The City of Boston

MARYLAND/VIRGINIA/WASHINGTON, D.C.

Baltimore/Washington, D.C. corridor: The counties o f Alexandria City (VA), Anne Arundel (MD), Arlingto n (VA),
Baltimore (MD), Baltimore City (MD), Berkeley (WV), Calvert (MD), Charles (MD), Clarke (VA), Washington, D.C.,
Fairfax (VA), Fairfax City (VA), Falls Church City (VA), Fauquier (VA), Frederick (MD), Fredericksburg City (VA),
Harford (MD), Jefferson (WV), Loudoun (VA), Manassa s City (VA), Montgomery (MD), Prince Georges (MD),
Prince William (VA), Spotsylvania (VA), Stafford (VA), and Warren (VA)

Baltimore: The City of Baltimore

Washington, D.C.: Washington, D.C.

MICHIGAN

Greater Detroit: The counties of Genesee, Lapeer, Livingston, Macomb, Monroe, Oakland, St. Clair, Wash tenaw,
and Wayne

Detroit: The City of Detroit

TEXAS

Greater Houston: The counties of Austin, Brazoria, Chambers, Fort Bend, Galveston, Harris, Liberty, Mo ntgomery,
San Jacinto, and Waller

Houston: The City of Houston

NEVADA
Las Vegas: Clark County

CALIFORNIA
Greater Los Angeles: The counties of Los Angeles, @ange, Riverside, San Bernadino, and Ventura
Los Angeles: The City of Los Angeles

NEW YORK/NEW JERSEY/CONNECTICUT

New York Metro Area: The counties of Bergen (NJ), Bronx (NY), Dutchess (NY), Essex (NJ), Fairfield (CT), Hudson
(NJ), Hunterdon (NY), Kings (NY), Litchfield (CT), Middlesex (NJ), Monmouth (NJ), Morris (NJ), Nassau (NY), New
Haven (CT), New York (NY), Ocean (NJ), Orange (NY),Passaic (NJ), Pike (NJ), Queens (NY), Richmond (NY,
Rockland (NY), Somerset (NJ), Suffolk (NY), SusseXNJ), Ulster (NY), Union (NJ), and Westchester (NY)

New York City: New York City
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PENNSYLVANIA/NEW JERSEY/DELAWARE
Philadelphia Area: The counties of Berks (PA), Bucks (PA), Burlington (NJ), Camden (NJ), Cecil (DE), Chester (PA),
Delaware (PA), Gloucester (NJ), Mercer (NJ), Montgomery (PA), New Castle (DE), Philadelphia (PA), and Salem (NJ)

Philadelphia: The City of Philadelphia

ARIZONA
Greater Phoenix: The counties of Maricopa and Pinal
Phoenix: The City of Phoenix

FLORIDA
South Florida: The counties of Broward, Miami-Dade, and Palm Beach
Miami: The City of Miami
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