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340B: What is it?

In 1990, Congress passed OBRA ‘90,

requiring drug manufacturers to

provide Medicaid with the lowest
price of any payer

This created a problem for hospitals

and clinics serving low-income
areas as drug manufacturers were
voluntarily giving them the lowest
prices in the nation, prices that
might not have continued if they
were required to be passed on to
Medicaid

J

and clinics serving low-income
patients and exempting these
prices from OBRA best price rules

In 1992, Congress created the 340B
program requiring manufacturers to
provide deep discounts to hospitals

J

Facilities became eligible for 340B
discounts if 11.75% of their patients
were Medicaid




340B: How does it work?

Medicare Patient

* Hospital purchases oncology drug at discounted price of $25,000 for a medicine with a list price of
$100,000. Dispenses to Medicare patient. Bills Medicare at 106% of Average Sales Price, or $95,000.
Hospital profit: $70,000

Patient with Commercial Insurance

* Hospital purchases oncology drugs at discounted price of $25,000. Dispenses to commercially-insured patient.
Bills health plan at 75% of list price ($75,000), the plan’s negotiated rate. Hospital profit: $50,000.

Uninsured Patient

* Hospital purchases oncology drug at discounted price of $25,000 for a medicine with a list price of $100,000.
Cost to uninsured patient is (hopefully) $25,000. Hospital profit: SO. Patient may use manufacturer assistance
program.




340B: Why is it a policy problem?

Incentive to Arbitrage Discounts
with Insured Populations: $40
billion in hospital profits in 2019

Uncontrolled growth: in 2022,
$53.7 billion in discounted
purchases or $106 billion at list
prices. By 2026, largest federal
drug program

10,000 covered entities versus
550in 1990s. Growth comes as
Medicaid/ACA has expanded and
uninsured population dropped
from 48.2 million in 2010 to 30
million in 2020

Massive takeovers of community-
based physician practices in
higher income areas

For-profit PBMs and pharmacies
dominating program: 32,000
pharmacies with 75% at CVS,
Walgreens, Express Scripts,
Optum, Walmart

Decline in provision of charity
care: NEJM says charity care
became more difficult to obtain
after 340B growth. AHA: total
uncompensated care fell to 25-
year lows in 2015 and 2016




340B Growth
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340B Sales Growth vs 340B DSH Charity Care

340B DSH Charity Care is Again Trending Downwards

The 340B program has grown from $6.9 billion in discounted sales in 2012 to nearly $54 billion in discounted sales.!
However, charity care for 340B DSH hospitals has decreased since 2018.

340B Sales Growth? vs 340B DSH Charity Care?

340B DSH - :
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https://340breform.org/wp-content/uploads/2023/10/2023-Charity-Care-Report-Final-1.pdf



https://340breform.org/wp-content/uploads/2023/10/2023-Charity-Care-Report-Final-1.pdf

69% of 340B DSH
hospitals provide
charity care at rates
lower than the
national average.

A 25% of 340B DSH
hospitals account for
80% of the charity
care provided by all
340B hospitals in
2021

DSH 340B Charity Care Provision

36% of 340B DSH
hospitals provide
charity care that
represents less than
1% of their total
operating costs in
2021

Non-340B short-term
acute care hospitals
in the United States

have equal charity
care (2.6%)
compared to 340B

DSH hospitals (2.5%)

https://340breform.org/wp-content/uploads/2023/10/2023-Charity-Care-Report-Final-1.pdf
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Pioneer Institute 340B Web Tool

PRIVATE SECTOR PROFITEERING THROUGH THE EXPANSION _
W }u; OF A FEDERAL PROGRAM INTENDED TO HELP THE POOR

Two additions

0a0
. o
to the tool: ¢ U:D w

Charity Care + 340B Program Legislative Hospital Charity
Legislative Growth Mapping Care

a p p I n g Track the significant increase in the number Find the state legislative districts where How has the percentage of hospital charity
of hospitals, health centers, clinics, and 340B-participating pharmacies are located. care changed since the start of ACA?

supplying pharmacies eligible to receive

3408 discounts.




Trend Data

Number of Participating Covered Entities - All

Note: There are more entities that participate in the 340B program,
but HRSA does not count them unless there are affiliations with

contract pharmacies.
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istrict-Based Mapping

Number of
Hospitals,
Health Centers,

and Contract
Pharmacies by
District

340B Drug Pricing Program

Legislative District Search

New York Lower House Districts

'V[E_] ‘ N

Barrie,

Toronto:

Hazl_efén
Pennsylvania 2
Johnstown Harrisburg-
5 e
L7
Romney ;
L M;rylanq ~ Dover

A

Qj

Trois-Riviéres

Drummondville

Mon _t_real Sherbroo

Lg
2 Massai:hus'e)t
Provi

Connécticut

New

New York -Ranked by Pharmacies in
District

Number Number of Number of
of Phar.. Hospitals Health Cent..

102 358
13

District Name =

N
[
N
[y

Grand Total

Assembly District 84
Assembly District 75
Assembly District 143
Assembly District 114
Assembly District 79
Assembly District 146
Assembly District 138
Assembly District 122
Assembly District 123
Assembly District 113
Assembly District 65
Assembly District 145
Assembly District 115
Assembly District 110
Assembly District 68
Assembly District 127
Assembly District 80
Assembly District 46
Assembly District 70
Assembly District 140
Assembly District 118
Assembly District 116
Assembly District 86
Assembly District 139
Assembly District 109

[y

o0
N O B = OO0 I
=
ON O R ON W

DN WO W N

0w
N

$

&

S
O N O WNO =

w w

N NN NN NN NDNDNNNNNDN WS

n
r N

iy
O O M

[y
}

N

B 00 W Wk ORERBEOWOWmMOWnm

NN NN NN

0 0O O =

= O
[




District-Based Mapping

Number of
Hospitals,
Health Centers,

and Contract
Pharmacies by
District
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District-Based Mapping

340B Drug Pricing Program

Legislative District Search

Pharmacy Address - Lower House Disticts: State: NY, City: All

Total
N ame & Lower House District Pharmacy Name Pharmacy Address Pharmacy City Contracts
Grand Total 40
Location Of Assembly District 148 2
Contract ECKERD CORPORATION 12208 N.Y. STATE ROUTE 16 YORKSHIRE 1
WALGREEN EASTERN CO., INC. 3242 ROUTE 39 YORKSHIRE 2
Pharmacies FILLMORE & FISHER PHCY 2 CENTER ST CUBA 3
by District FILLMORE AND FISHER PHARMA.. 10560 ROUTE 19 FILLMORE 3
BARTHOLOMEWS PHARMACY INC 2 ELM ST FRANKLINVILLE 1
MARKS, JEFFREY A. 9 WEST MAIN ST. FRIENDSHIP 1
CVS ALBANY, L.L.C. 415 N. UNION ST. OLEAN 7
DANIEL J HORN 111 EGREEN ST OLEAN 4
ECKERD CORPORATION 265 NORTH UNION STREET OLEAN 2
WAL-MART PHARMACY 10-2159 1865 PLAZADR OLEAN 4
RITE AID OF NEW YORK, INC. 9 BROAD STREET SALAMANCA 1
NICHOLSON PHARMACY INC. 36 SCHUYLER ST BELMONT 1
FILLMORE & FISHERS PHARMAC.. 138 N MAIN ST WELLSVILLE 1
WALGREEN EASTERN CO. 10 N. MAIN ST. WELLSVILLE 2
WALGREEN EASTERN CO., INC. 4175 STATE ROUTE 417 WELLSVILLE 4
WORTHY PHARMACY, LLC 202 MAIN ST OLEAN 1




Charity Care

340B Drug Pricing Program
Charity Care

Average Charity Care Ratio - All Reporting Hospitals 2021 - Total Cost of Charity Care

3.93% $17,363,919,873.00
3.93%
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Charity Care

Can Select for
Hospitals

within the
State Level

340B Drug Pricing Program

Charity Care

Average Charity Care Ratio - All New York Hospitals

2.86%

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
o Ratio & Operating Expenses
QUEENS HOSPITAL CENTER (NYCHHQ) 17.5% $651,920,724
ELMHURST HOSPITAL CENTER (NYCHHCQ) 14 9% $975,154,821
METROPOLITAN HOSPITAL CENTER (NYCHHC) 13.6% $508,497,980
BELLEVUE HOSPITAL CENTER (NYCHHC) 5% $1,430,735,318
NYC HEALTH + HOSPITALS/SOUTH BROOKLYN HEALTH 10.2% $761,327.385

WOODHULL HOSPITAL CENTER
LINCOLN MEDICAL & MENTAL HEALTH CENTER (NYCHHC)

AALIMTY LINCD 2




10.4% of the population living in poverty

MA — Number of Pharmacies

600 550
500

400
300
200
100

Lower

® Above mean Poverty
m Below Mean Poverty

11.9% of the population living in poverty

ILL — Number of
Pharmacies

0.6%

800
600
400
200

Lower

m Above mean Poverty
m Below Mean Poverty

18.6% of the population living in poverty

LA — Number of
Pharmacies

18%

400
300
200
100

Lower

®m Above mean Poverty
m Below Mean Poverty

12.2% of the population living in poverty

CA — Number of
Pharmacies

2000
1500
1000
500
0

4.4%

Lower

®m Above mean Poverty
m Below Mean Poverty

10.6% of the population living in poverty

VA — Number of
Pharmacies

0.6%

400
300
200
100

Lower

®m Above mean Poverty
m Below Mean Poverty

14.3% of the population living in poverty

NY — Number of
Pharmacies

1500

51%

1000

500

0
Lower

m Above mean Poverty
m Below Mean Poverty




What Can States Do to Reform a Federal

Program?
The Problem The Solution
1. Uncontrolled program and 1. States may be able to require
revenue growth while charity that 340B covered entities
care declines disclose 340B revenue and
2. Wealthier areas tend to be charity care spending
over served by the 340B 2. Utilize Pioneer’s 340B web tool
program and lose income to find overserved and
areas tend to be underserved areas in your

underserved.22 states and hold hearings.




Contact Information and Web Tool Address

Web Tool Address: https://pioneerinstitute.org/340babuse/

William S. Smith
Senior Fellow on Life Sciences [ Pioneer Institute

wsmith@pioneerinstitute.org
Office: (617) 723-2277 | Mobile: (202) 570-6968

L

@PioneerBoston Pioneerinstitute.org @Pioneerlnstitute
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