March 5, 2025

Stephanie Carlton

Chief of Staff and Acting Administrator

Centers for Medicare & Medicaid Services (CMS)
7500 Security Boulevard

Baltimore, MD 21244-1850

RE: Meeting Request to Reconsider the IRA Implementation that Increases Drug Costs for Healthcare
Providers, Hospitals, and Pharmacies

Dear Acting Administrator Carlton,

On behalf of our 60,000 pharmacist, student pharmacist, and pharmacy technician members, we urge the
Centers for Medicare & Medicaid Services (CMS) to take immediate action to ensure that implementation of
the Inflation Reduction Act (IRA) negotiated drug pricing framework does not threaten patients by
undermining the financial stability of hospitals, pharmacies, and other community providers. We urgently
request an opportunity to meet with you to discuss our concerns regarding the IRA framework rolled out by
the previous administration and offer suggestions to effectively bring down drug prices.

The proposed IRA framework would actually increase prices for providers and pharmacies, and increase
bureaucratic red tape, without benefiting patients. The IRA was supposed to lower drug prices. Instead, the
program raises drug purchasing costs by:

e Forcing providers to purchase medications at an inflated price (wholesale acquisition cost);

e Requiring providers to finance the higher carrying cost of inventory purchased at inflated prices
until rebates are received from the manufacturer;

e Creating a system where rebates may be significantly delayed or denied at the manufacturers’
discretion; and

e Saddling providers with inflated administrative costs to comply with rebate programs that vary
from manufacturer to manufacturer and drug to drug.

Providers are forced to purchase medications at inflated prices

CMS’s proposed approach places drug manufacturers in full control of whether patients, providers,
and pharmacies can purchase products at the lower discounted price negotiated by the government, or if
they must buy these medications at higher prices and then wait for the manufacturer to provide a
retrospective rebate. If, as expected, most manufacturers’ IRA plans will require providers to purchase
medications at higher up-front prices, hospitals will face increased financial strain from drugs purchased
under this program.

Hospitals must incur financing costs on the inventory purchased at elevated prices

A retrospective discount program for IRA pricing will require hospitals to come up with significant
cash to purchase drugs at these higher prices. As a result, many hospitals will need to access financing
through the bond market or a loan. Hospitals will be required to pay interest on such financing from the time
of purchase until the rebates are received from manufacturers. This financing cost will further erode the
operating margin of already cash-strapped safety-net hospitals.

As one hospital explained based on an analysis of converting just two common drugs to a rebate
model, even if all claims for the two drugs were validated and nothing denied, a 30-day delay to get rebates
would require a $2 million in working capital just to fund purchasing two of the IRA negotiated drugs at upfront



WAC pricing. If this model were to apply to all IRA and 340B drugs, hospitals would face millions in additional
financing costs —in some cases, the cost would be enough to wipe out a hospital’s margins, threatening their
financial viability.

Rebates will be significantly delayed or unpaid for some portion of drugs

Retrospective rebates will significantly delay access to negotiated prices. As a result, providers will
not only need to purchase drugs at significantly increased prices (wholesale acquisition cost versus the
negotiated price). They will also need to wait to receive the rebates, with no guarantee that a rebate will
actually be paid.

Providers will need to anticipate that some portion of rebates will be disputed and never paid, or at
best significantly delayed, by manufacturers. Every time a rebate remains unpaid or is significantly delayed it
lowers the operating margin of safety-net hospitals. This threat to provider’s financial health would be easily
addressed by requiring manufacturers to provide prices upfront, rather than as a rebate, because providers
would realize the reduced cost of a drug immediately, rather than facing higher purchasing costs without any
guarantee that a rebate will be received in the future.

There are significantly greater administrative costs for a rebate program compared to up-front
discounts

Rebate models also impose significant administrative complexity, which raises the costs for
providers, reducing money that would otherwise be spent on patient care. Because the IRA guidance puts
drug companies in the driver’s seat when structuring IRA negotiated rebate models, including product-
specific models, each manufacturer will likely have their own model. Multiple inconsistent models further
increase expenses and add to confusion relating to tracking rebate data submitted to manufacturers,
validating/auditing whether rebates were received and pursuing payment for denied rebates. These concerns
are compounded by the fact that CMS has indicated that hospitals and dispensers will not have access to the
models until September 2025, leaving very little time for input and/or necessary revisions. With drug
companies driving the process, it seems unlikely that models will adequately address the practical needs of
other stakeholders.

We urge you to take immediate action to prevent the current proposed IRA drug negotiation
framework from taking effect and to adopt an upfront discount model to ensure patients, providers, and our
healthcare system benefit from lower drug prices. We look forward to working with you to improve the health
of all Americans. Please do not hesitate to treat us as a resource should you have questions or need

assistance on this or any other issue.
Sincerely,
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