
June 23, 2016 

 

Ms. Amanda Johnson 

Director, Division of Payment Reconciliation 

Centers for Medicare & Medicaid Services 

7500 Security Blvd. C1-13-07 

Baltimore, MD 21244 

 

Dear Ms. Johnson, 

 

We write today in support of proposed guidance on “negotiated drug prices” that your agency 

previously released on September 29, 2014 to standardize reporting by Part D plan sponsors of 

pharmacy price concessions. We believe that this guidance would help facilitate better oversight 

of Part D by the Centers for Medicare & Medicaid Services (CMS) and give the program’s 

beneficiaries more accurate information with which to evaluate and choose drug plans via the 

Medicare Plan Finder website. We encourage CMS to adopt this guidance as soon as possible. 

 

In 2014 when CMS proposed this clarification in drug price reporting for prescription drug plan 

sponsors (PDPs) as part of a broader Part D regulation we expressed strong support for the 

provision that the proposed guidance would implement. We wrote in a letter to Congress that: 

“the proposed standardization of reporting negotiated drug prices will ensure that reported 

prices accurately reflect the agreed-upon prices between network pharmacies and a PDP. This is 

necessary to ensure that PDPs cannot game the system and obtain higher Medicare 

reimbursements by failing to report network pharmacy concessions in the negotiated price. This 

proposal would both save Medicare dollars and improve beneficiaries’ ability to accurately 

gauge plan costs via the online Medicare Plan Finder.”1 

 

We were glad to see that this portion of the Part C and D rule was included in the final rule at 79 

FR 29843, 29878 (May 23, 2014).  The need for this clarification and the implementation of this 

rule has not decreased in the past two years.  

 

PDPs appear to be recouping larger and larger fees from pharmacies2. However, these direct and 

indirect remuneration (DIR) fees are still not consistently reported to CMS, despite the updated 

regulatory language. For example, one plan may include certain price concessions in “negotiated 

price” whereas another plan may include the same type of price concessions in “DIR.”  As a 

result, beneficiaries are not necessarily able to make an “apples to apples” comparison between 

plans and the full cost of particular medications under one plan as compared to another. These 

differences can make significant differences to beneficiaries during the deductible period and 

while in the donut hole, and for beneficiaries in plans that use percentage based coinsurances, 

rather than dollar amount copays.   

 

                                                 
1 Feb. 25, 2014 Letter to House Energy & Commerce Health Subcommittee Chairman and Ranking Member, signed 

by leading beneficiary advocates. 
2 “Pharmacies Face Financial Hardship with Rising DIR Fees,” Pharmacy Times, Nov. 2, 2015 

http://www.justiceinaging.org/wp-content/uploads/2015/04/E-C-Proposed-C-D-rules-Sign-on-Letter-00058937-3.pdf
http://www.pharmacytimes.com/news/pharmacies-face-financial-hardship-with-rising-dir-fees


We believe the agency should move forward and adopt the proposed guidance to provide 

detailed information to plans about how to interpret the modified definition of “negotiated 

prices” in 42 U.S.C. 423.100. 

 

Sincerely, 

Alliance for Retired Americans 

American Federation of State, County and Municipal Employees (AFSCME) 

California Health Advocates 

Center for Medicare Advocacy, Inc. 

Justice in Aging 

Medicare Rights Center 

National Committee to Preserve Social Security and Medicare 

National Council on Aging 


