Committee on Energy and Commerce
U.S. House of Representatives

2125 Rayburn House Office Building
Washington, DC 20515-6115

September 22, 2017

Dear Chairmen Walden and Murphy:

Thank you for the opportunity to share with you the importance of the 340B program for
Parkland Health & Hospital System patients. We appreciate the committee’s interest in ensuring
the integrity of the program and stand ready to assist you with your efforts. As you noted in your
letter, the intent of the program is to assist safety-net hospitals stretch limited federal funding for
the purposes of helping vulnerable patients gain better access to healthcare. This response letter
will demonstrate how the 340B program directly supports critical services for our patients who
are uninsured and underinsured.

Located in Dallas County, Texas, Parkland is one of the busiest safety-net health systems in the
country and one of the largest providers of uncompensated care in the state of Texas. Parkland is
home to premier services such as a Level I trauma center, the largest Level 11l neonatal intensive
care unit in North Texas and the second largest civilian burn center in the nation. In addition,
Parkland serves as the primary teaching hospital for The University of Texas Southwestern
Medical Center. Our extensive outreach to the community includes care in 12 Community
Oriented Primary Care health centers, 12 Youth & Family centers, 10 women’s health centers,
acute response clinics, homeless outreach mobile units and nursing homes. We also administer
healthcare to inmates in the Dallas County Jail.

Our mission is to care for the indigent and uninsured residing in Dallas County. In FY2016, the
system provided $871 million in uncompensated care. Parkland’s payor mix is 38 percent
charity, 28 percent Medicaid, 16 percent Medicare, 10 percent self-pay and 8 percent
Commercial insurance. Last year, we provided more than 1 million outpatient visits, filled over 9
million inpatient and outpatient medication orders and spent more than $100 million in
pharmaceutical costs. While the minimum DSH percentage required for hospitals to qualify for
340B drug pricing is 11.75 percent, Parkland’s DSH percentage is 49.2 percent. Without the
340B program, Parkland would be unable to provide this level of care to our community.



1. In a chart or similar format, please list each of the following for 2012, 2013, 2014 and
2016:

(a) The number of 340B drugs your organization, and all associated sites and offsite
outpatient facilities registered as child sites, purchased for the year. Please provide a
breakdown of the number of these drugs that were purchased by the covered entity’s
child sites and the number directly purchased by the covered entity.

Number of 340B Drugs Purchased

[Note: All strengths/forms of a drug counted as one item)]

Year
Location 2012 2013 2014 2015 2016
Covered Entity (Parent site) 542 520 513 570 598
Child sites 884 1003 1092 1109 1024

(b) The percentage of 340B drugs purchased and dispensed that fall into each of the
following categories: analgesics, antidepressants, oncology treatment drugs, antidiabetic
agents and antihyperlipidemic agents.

Categorical Percentages of 340B Drugs Purchased and Dispensed
[Note: all strengths/forms of a drug counted as one item]
Year
Drug Category Location 2012 2013 2014 2015 2016
Analgesics (%) Covered Entity 2.0 1.9 1.8 1.6 15
Child sites 4.6 3.9 4.2 3.9 3.7
i .9 1. : : )
Anitidepressants (%) Covered Entity 1 5 1.8 19 2.0
Child sites 2.2 1.8 2.0 2.0 2.0
tit 9.0 i ; 2.1 2.
Oncology (%) Covered Entity 9.0 1.0 3
Child sites 3.7 6.7 7.0 7.3 7.6
i 1.5 1.4 ; 3 .
Antidiabetic (%) Covered Entity 1.6 1.4 1.8
Child sites 3.1 2.7 2.7 3.3 2.6
Antihyperlipidemic (%) Covered Entity 1.3 1.7 1.6 1.4 1.5
Child sites 2.4 2.0 1.8 1.8 1.6

(¢ + d) The number of 340B drugs purchased that were dispensed to insured patients,
including: Medicare, Medicaid, Commercial, and uninsured.



Number of 340B Drugs Purchased and Dispensed by Insurance Category
[Note: All strengths/forms of a drug counted as one item. Combined data for covered entity and

child sites]

Year
Insurance class 2012" 2013 2014 2015 2016
Medicare 465 742 759 800 796
Medicaid 431 695 727 765 801
Commercial 0 431 526 614 681
Uninsured 694 1006 992 988 998

TNo covered entity (hospital) or clinic administered drug billing data available for year 2012 due to a
technology issue. Data only includes take home prescriptions for 2012.

(e) The amount of savings (in dollars), as compared to the GPO price for the same drug,
that your organization generated through participation in the 340B Drug Pricing
Program;

340B Program Annual Drug Savings'

Year
2012 2013 2014 2015 2016
$158,289,445 $147,325,149 $155,651,181 $163,607,998 $129,523,015

*Cost savings based on current GPO/next best price. Historical comparable pricing not available. Therefore,
years 2012 - 2015 are likely represented as higher than actual savings.

(f). The amount of charity care (in dollars) that your organization provided;

While some organizations will report charity care as the amount of charges the institution
generates for charity care, that representation overstates the actual costs. We are reporting actual
costs to Parkland. In 2016, Parkland provided over $431 million in charity care. Additionally.
Parkland provided another $109 million in services to individuals who are uninsured but do not
qualify for Parkland’s Financial Assistance Program. In addition Parkland experienced $263
million in Medicaid shortfall — i.e.. actual costs for care to Medicaid beneficiaries that is over the
amount of reimbursement from Medicaid. Parkland receives reimbursement for 25% of this
uncompensated care and Medicaid shortfall from state and federal sources of supplemental
funding and the balance is supported through county funds.

(g). The number of patients that received charity care from your organization.

That same year, 97,200 unique patients received charity. Most of these patients qualify for
Parkland’s Patient Financial Assistance Program.



2. How does your organization calculate the amount of savings it generates through
participation in the 340B Drug Pricing Program?

For each drug bought at a 340B price for a given time frame, we calculate our cost savings by
taking the difference between the 340B price and the next available best price (usually GPO
cost) and then summing all values. This sum is the total 340B savings for the time period.

EXAMPLE: 3408 cost GPO cost 3408 Savings (GPO —3408)

Drug A $75.00 $100.00 (100 - 75) = $25.00

How does your organization track the amount of money your organization receives when
an insured patients’ insurance reimbursement exceeds the 340B price paid for the drug?

We do not currently track this data because the actual insurance reimbursement per patient is not
received at the time of dispensation. Additional resources would be required to track each drug
and compare to reimbursement at the patient account level. Tracking 340B drugs in this manner
would be overly burdensome and redirect resources away from patient care.

3. How does your organization use program savings to care for vulnerable populations?

Parkland’s mission is to provide care for the indigent and uninsured. 340B savings provide
access to care for low-income individuals through our Patient Financial Assistance Program
(outlined in 3a). Additionally, savings are used for programs such as:

¢ Provision of homeless medical outreach services for Dallas County

* Free or very low copay prescriptions to low-income, uninsured, and underinsured
patients, which help improve a patient's quality of care, quality of life, and assist in
preventing costly hospital admissions

e Qutpatient Antibiotic Therapy Clinic and home IV antibiotic therapy for patients
needing a longer duration of treatment, which help decrease hospital treatment costs

¢ Pharmacist based anticoagulation drug therapy management clinics and asthma
education & drug therapy management

» Other services benefiting from the savings includes our Level 1 Trauma Center, Level
[1I NICU, burn center, and our community clinics.

Are program savings used for any other purpose?

Program savings go directly into system operations to meet the health care needs of our
community. This includes providing access to care to low income patients. Each year, we scale
our services according to available budget.



a. Does your organization provide any additional charity care to uninsured and
underinsured patients with funds derived from sources other than the 340B Drug
Pricing Program? If so, please elaborate.

Yes, Parkland’s Financial Assistance Program (PFA) provides financial assistance for medical
care to Dallas County residents who are indigent and unable to qualify for Medicare, Medicaid,
CHIP or Marketplace insurance. PFA allows patients to receive medically necessary care across
our system including: inpatient and outpatient care., primary and preventive services, family
planning, laboratory, and pharmacy services.

Additional revenue sources used to cover costs of the uninsured and underinsured:

e Dallas County Hospital District property tax

e Medicare revenue

e Medicaid revenue including supplemental payment programs (DSH, 1115 waiver, etc.)
e Parkland Foundation

e Family planning grants

e Patient Vendor Drug Assistance programs

b. What percentage of total health care services provided by your organization is charity
care?

The total health care cost for unfunded patients is 43%. Although we receive very little
reimbursement from uninsured patients in families earning greater than 200% FPL, we do treat
them as “self-pay” and not “charity” care. A total of twenty-nine percent of the health care
services we provide is for uninsured individuals in family earning less than 200% FPL which we
define as “charity care” and for whom we provide sliding scale assistance up to 100%.

4. Does your organization have any policies to help ensure that uninsured and
underinsured patients directly benefit from the program by receiving discounts on
340B drugs? If so, please elaborate.

At Parkland, eligible patients are assigned financial classifications based on income and Federal
Poverty Levels. These plans are associated with very low or no medical visit co-payments.
Prescriptions generated from Parkland visits are 340B eligible to be filled at Parkland
pharmacies.

Parkland has a low pharmacy medication copay structure: no charge, $5.00, $7.00, or $8.00
depending on the patient’s financial classification, regardless of the cost of medication. Parkland
also provides a mail order prescription service to help assist patients in obtaining their
medications. Mail order copays are $5.00 or $10.00 for a one or three month supply,
respectively. If a patient is unable to afford their copay and are under a Parkland financial plan
classification, the copays are reduced or waived to assist the patient in obtaining their
prescription.



5. How many child-sites does your organization have registered to participate in the 340B
Drug Pricing Program? Please provide a list of all child-sites, including the location of
the child-site and the date it began participating in the program.

Parkland has 100 child sites belonging to the organization. Included with these are 7 homeless
outreach sites (1 parent FQHC + 6 child sites) and 10 family planning registered sites. All sites
belong to the Dallas County Hospital District and are clinically integrated with our parent site. A
list of child-sites is included in Attachment A.

6. How many pharmacies has your organization contracted with to dispense drugs
purchased through the 340B Drug Pricing Program on your behalf?

We do not currently have any 340B pharmacy contract arrangements.

(a) Do your contracts with these pharmacies require that program savings be passed on to
the intended beneficiaries, including requiring that uninsured or underinsured patients
receive discounts on 340B drugs?

N/A

(b) Does your organization share any program savings with these contract pharmacies? If
so, please elaborate.

N/A

As you can see by this letter, the 340B program is essential for Parkland to offer critical care to
patients who are low income. Benefits of the program are reinvested directly in our system of
care serving a very high percentage of low income uninsured and Medicaid beneficiaries. We
look forward to working with the committee and policy makers to ensure the integrity of the
program while preserving access. If you have further questions, please contact Katherine Yoder
at 214/590-0122.

Fred Cerise, MD, MPH

President & CEO
Parkland Health & Hospital System
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