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Re: Quest NPIA Advisory Opinion 

Dear Mr. Cobb: 

WASHINGTON, D.C. 20580 

This letter responds to your request for an advisory opinion on whether a group purchasing 
organization based prescription-drug program that Quest Analytics Group intends to operate for 
the benefit of a group of non-profit schools, colleges, and universities would fall within the Non­
Profit Institutions Act ("NPIA"). 1 As we understand it from your letter and from our conversa­
tions with you, schools, colleges, and universities have asked Quest to design the program to 
help them address the increasing cost of specialty drugs? Based on the information that you 
provided, we conclude that, subject to certain caveats set forth below, the NPIA exemption 
applies to the purchase of specialty drugs through Quest's proposed program by the educational 
institutions identified below. 

Description of the Proposed Program 

We understand from your letter that Quest develops and distributes audit, sourcing, group 
purchasing organization, and technology lease services. It also designs and implements audit and 
purchasing tools for hospitals, insurance companies, long-term care facilities, and self-funded 
employer groups3 

The Independent Colleges and Benefits Association ("the Association"), which is a health-care 
cooperative serving Florida non-profit educational institutions,4 has obtained audit and strategy 

1 15 U.S.C. § 13c. The NPIA exempts from the 
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consulting services from Quest since 2010.5 As you have explained, the Association approached 
Quest in 2012 to obtain assistance in controlling specialty-drug costs for its member institutions6 

In response to the Association's request, Quest proposes to establish and operate a prescription­
drug benefit program7 to enable certain non-profit educational institutions (collectively the 
"educational institutions") to benefit from the NPIA exemption. Those educational institutions 
are Arthur I. Meyer Jewish Academy, Barry University, Beacon College, The Bolles School, 
Central Florida Area Health Education Center, Clearwater Christian College, Corbett Preparatory 
School of IDS, Edward Waters College, Everglades Area Health Education Center, Florida 
Institute of Technology, Florida Memorial University, Good Shepard Episcopal School, Nova 
Southeastern University, Palm Beach Atlantic University, The Poynter Institute, Rollins College, 
Saint Edward's School, Saint Leo University, Saint Mark's6 0 0 11.6j
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2006 Alpena Public Schools advisory opinions21 In those opinions, we noted that employees 
enable schools, colleges, and universities to carry out their educational missions. The availability 
of health benefits, including a prescription-drug benefit, has become a critical consideration in an 
individual's employment decision-making process, and as such, the continued availability of 
these plans is essential to the educational institutions' ability to attract and retain the employees 
necessary to carry out their institutional purposes. Providing a prescription-drug benefit to 
employees also promotes an organization's efficient operation by making medicine more 
affordable and accessible to its employees, thereby improving their health and reducing 
employee absences. 

We believe that this analysis is consistent with the Supreme Court's decision in Abbott Lab­
oratories v. Portland Retail Druggists Association.22 In Abbott Laboratories, retail pharmacies 
sued pharmaceutical manufacturers under the Robinson-Patman Act, challenging the discounted 
sale of pharmaceuticals to non-profit hospitals. The hospitals resold those discounted phanna­
ceuticals to various types of patients. The Court held that pharmaceuticals purchased for resale to 
hospital employees and their dependents were covered by the NPIA, because the employees were 
essential for the hospital to function. In the Court's view, providing them with pharmaceuticals 
enhanced the hospital's operation.23 Thus, consistent with Abbott Laboratories and with prior 
FTC staff advisory opinions, we find that the educational institutions' provision of discounted 
pharmaceuticals to their employees and their dependents as part of their programs of providing 
employee benefits would be covered by the NPIA exemption. It contributes to their ability to 
maintain the workforce necessary to further their educational missions. 

Further, we conclude that including retirees in the proposed program does not affect eligibility 
for the NPIA exemption. As we explained in our University of Michigan advisory opinion, 
retiree benefits are an integral part of the compensation package offered to current and 
prospective employees and may help the educational institutions attract and retain qualified 
employees. In this regard, providing a prescription pharmaceutical benefit to retirees furthers the 
educational institutions' missions just as in the case of current employees. Thus, it is our view 
that application of the NPIA discount to retirees' prescription-drug claims as part of an 
established retirement benefit plan is within the educational institutions' "own use" in the same 
way as it is for current employees' claims.24 

Finally, we do not think the fact that the educational institutions will access the NPIA discount 
through a rebate program, rather than through the actual transfer of NPIA -discounted 
pharmaceuticals, affects the analysis. In fact, a rebate program seems to mitigate the risk that 

21 See University of Michigan (Apr. 9, 2010) (FTC staff opinion letter); Alpena Public 
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operation, it turns out that any ineligible for-profit entity (e.g., Quest, Catamaran, or a pharmacy) 
is benefitting financially from the NPIA exemption, the reasoning contained in this opinion 
would not apply. 

Finally, we understand that the structure of the proposed program, whereby Quest will confirm 
each claim's eligibility for the NPIA discount before arranging the rebate, should effectively 
eliminate the risktructure 


