SETTING THE RECORD STRAIGHT ON MEDICARE PART D NON-INTERFERENCE

MY TH: The Health and Human Services (HHS) Secretary is not permitted to negotiate
prices, therefore no price negotiations currently take place in Medicare Part D.

Large, powerful Part D purchasers—who may represent as many as 63 million to
125 million covered lives'--already negotiate discounts and rebates with
manufacturers in Part D.

e Medicare regulations state, a “Part D sponsor is required to provide its Part D
enrollees with access to negotiated prices for covered Part D drugs...""

e The Medicare Trustees report that brand medicine rebates are substantial," often
as high as 20% to 30%," and average rebates have increased each year.” Actual
rebates have met or exceeded projected levels for each year of the program."'

e The Congressional Budget Office (CBO) has found that Part D plans “have
secured rebates somewhat larger than the average rebates observed in
commercial health plans.”""

e The Government Accountability Office (GAQ) has reported that Part D plans
lower costs for beneficiaries — lower premiums, deductibles, and copays —
“through their ability to negotiate prices with drug manufacturers and
pharmacies.”""

FACTS

MY TH: Further program savings will be achieved by requiring the government to negotiate
prescription drug prices in Medicare Part D.

CBO has repeatedly said government negotiation would have a negligible impact

on federal spending unless HHS were to limit access to prescription medications:

e 2004: “[S]triking [noninterference] would have a negligible effect on federal
spending because CBO estimates that substantial savings will be obtained by the
private plans and that the Secretary would not be able to negotiate prices that
further reduce federal spending to a significant degree.”™

FACTS e 2007: Striking noninterference “would have a negligible effect on federal
spending because ... the Secretary would be unable to negotiate prices across the
broad range of covered Part D drugs that are more favorable than those obtained
by PDPs under current law.””

e 2009: “[W]e, as an organization, still believe that granting the Secretary of HHS
additional authority to negotiate for lower drug prices would have little, if any,
effect on prices for the same reason that my predecessors have explained, which
is that...private drug plans are already negotiating drug prices...””

MY TH: The government needs to extract more savings from Medicare Part D.

The Part D program already generates substantial savings for beneficiaries and

taxpayers.

e According to CBO estimates, total Part D costs are 45% ($349 billion) lower
than projected for the initial 2004-2013 forecast period. ™

FACTS e Part D was just 11.8% of total Medicare spending in 2015."

e The average monthly beneficiary premium for Part D coverage is estimated to
be about $34in 2017.*"Y Average monthly premiums have been relatively
stable since 2011 and the 2017 premium is substantially lower than the
original projection of $51. ™"
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e Heading into 2016, Part D plan bids have decreased seven years in a row and
are actually lower today than in the first year of Part D’s operation.*"
According to CMS, the Part D National Average Monthly Bid Amount for
2016 is $61.08, a decrease of $27.25 (or about -31%) since 2010.™"

MY TH: Medicare beneficiaries would be better off if Part D drug coverage were
administered by the federal government in the same way as the VA.

Many veterans rely on other sources to supplement their VA drug coverage due to
restrictions that limit their access to needed medications.

e Arrecent survey found that approximately 54% of veterans had both VA and
non-VA drug coverage, with over 20% of respondents indicating they are
enrolled in Part D.*"

e Arrecent analysis found that of the top 200 Part D drugs, 95.5% or more were
covered by the two highest enrollment Part D plans compared with only 81.5%
covered by the VA formulary.™ Additionally, a recent study by Xcenda found
that of 25 newly FDA-approved first-in-class therapies, Part D plans covered 81
percent on average whereas coverage under the VA was only 12 percent.™ This
may help explain why a recent survey found that approximately 54% of veterans
had both VA and non-VVA drug coverage, with over 20% of respondents
indicating they are enrolled in Part D.**
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