CMS Proposed Rule Affecting 340 B Drug Discount Program - CMS-1678-P

Proposed CMS Policy


CMS proposes to reduce reimbursement under the Medicare Part B Outpatient Prospective Payment Schedule to hospitals and selected other agencies participating in the 340 B discount program for some drugs dispensed to patients. The reimbursement rate will be reduced for most 340 B drugs from Average Sales Price (ASP) plus 6% to ASP minus 22.5%. This would be a net rate reduction of 28.5%. CMS also proposes an additional requirement for 340 B participating providers under which they will need to account separately for pharmaceuticals on the 340 B schedule.

Impact on Rural Communities
The proposed policy will have a negative impact on many communities but the negative impact will be particularly severe in rural and underserved areas. The proposal will substantially reduce revenue from pharmaceuticals for participating providers and will eliminate revenues currently used to sustain safety net services. The proposal will increase the administrative costs for participating providers in order to manage, account and bill for 340 B schedule pharmaceuticals separate from other pharmaceuticals. The loss of revenue and increased costs will cause participating providers to reduce services for underserved low-income populations of rural areas. It will also lead safety net participating providers to exit the program, reducing access to pharmacy services in many rural communities.

This negative impact will be felt by rural providers that use contract pharmacies as well as those that operate their own pharmacies. In a recent study of rural 340B program hospitals, 65 percent of rural respondents indicated that they did not operate their own outpatient pharmacy and relied on contract pharmacies to provide access to this service for their patients. 87 percent of these hospitals use their contract pharmacy benefit to maintain their operations and keep their doors open.  Rural hospitals use their contract pharmacy benefit to support services in rural areas  to  treat a number of chronic and life - threatening conditions, including diabetes (78  percent), oncology (57 percent), cardiac diseases (54 percent), and pulmonary  diseases  (50 percent). Reductions in the OPPS reimbursement rate will have a deleterious impact on patient access and on hospital sustainability.

Recommendation
NOSORH recommends that CMS continue the current OPPS reimbursement for pharmaceuticals with no downward adjustment for drugs and biologicals obtained under the 340 B discount program.

NOSORH believes that the reimbursement approach proposed by CMS will be a detriment to health service access in rural communities. The approach will unnecessarily increase administrative burdens for rural providers. NOSORH believes that the questions raised in the 2015 MEDPAC report have been addressed in studies conducted since that time. 

NOSORH understands the CMS aim of reducing drug costs in the Medicare program, but believes that the proposed approach is short-sighted. The proposal will lead to a significant reduction in participating providers and will reduce service access for rural Medicare patients. The reduced access to services in rural areas will lead to poorer health and increased overall costs per Medicare participant. NOSORH believes that any savings in the cost of pharmaceuticals will be more than offset by these additional costs. The resulting reductions in health service access for rural and underserved populations would run counter to the purpose of the 340 B program.

