Dear ANCO Members:

Last week saw publication of proposed ASP pricing data by CMS based on first quarter 2004 data supplied by pharmaceutical manufacturers. The actual ASP+6% reimbursement rates that take effect January 1, 2005 will be based on third quarter data, but the publication this week in the Medicare Physician Fee Schedule Proposed Rule gives us a first glance at the likely numbers. ASCO had strongly advocated Congress and CMS for this preliminary look at the numbers in the belief that the numbers would substantiate our fears on the detrimental impact of MMA on patient care. Only 20 of the 32 drugs for which data was released are commonly used by oncologists, and the list is lacking on newer agents or those off patent protection (multi-sourced), but it is what we have to work with. In my telephone conferences with oncologists around the country, some oncologists have commented that there is a large variation among drugs on the list in terms of the difference between ASP+6% and an individual oncology practice’s actual drug purchase cost. Since CMS will not release the actual ASP data supplied to it by pharmaceutical companies, nor the methodology if any used to account for differences in discounting for volume purchasers, prompt payments, or other incentive programs, detection of anomalies in the pricing list may provide arguments against the implementation of ASP+6% on the grounds that the data is not reliable. ASCO’s strategy is to argue for Congressional action to freeze both oncology drug reimbursements and the 32% transitional increase in chemotherapy administration codes at 2004 levels for the next 2 years (through 2006).

It is therefore quite important for ANCO members to run the numbers on those 20 drugs where ASP+6% data is now provided by CMS and find out on how many of those drugs practices will be under water. A spreadsheet to facilitate this analysis by your practice managers is available from ASCO at www.anco-online.org or by contacting José González, ANCO Executive Director, at jlgonzalez@aol.com. In addition, for those ANCO members who are taking advantage of ANCO’s DIMA Practice Preparedness Survey, this analysis will be performed by Roberta Buell and Patricia Falconer and the aggregate data presented in October at ANCO’s 2004 Annual Meeting in Monterey. Fifty percent of the cost of participating in the Survey is being underwritten by your ANCO dues and, once again, contact José if you wish to take advantage of this program.

This is a call to arms. Please run your numbers in the spreadsheet, share this data with ASCO, and write Senators Feinstein (see letter below) and Boxer and your Congressional Representative with examples of those drugs where your acquisition costs exceeds the ASP+6% reimbursement.

Sincerely,

/s/

Peter Paul Yu, M.D.
President
Senator Feinstein:

I write today on behalf of the Medical Oncologists of Northern California and their patients who suffer from Cancer. As you are aware, The Medicare Modernization Act (MMA) included multiple changes in the Medicare Program as it provides for the out patient care of cancer patients. These changes are based on untested assumptions and are phased in over several years, in a disjointed fashion. The reforms enacted rely on market forces to help reduce the cost of the Medicare Program, and make assumptions on the willingness of commercial health insurers and pharmaceutical manufacturers and distributors to behave in a responsible and predictable manner. If these assumptions do not play out as projected by CMS, cancer treatment access and effectiveness will be compromised.

This week, CMS released Average Sales Price (ASP) data for several common chemotherapy drugs. In 2005, chemotherapy drugs administered in physician offices will be reimbursed at ASP + 6%. The 6% will be largely consumed by the markup distributors charge physicians and inflationary adjustments imposed by manufacturers. Further, the difference between the mean or average sales price and the median sales price will be influenced by pharmaceutical and distributor policies regarding discounts offered for volume or prompt payment incentives. It is likely that more then 50% of oncologists will find that their acquisition costs for chemotherapy and supportive care drugs will be at a price point above ASP + 6%. In discussions with oncologists in California, these fears appear well founded. While some policy makers may be assuming that MMA will result in more uniform drug pricing and lower inflationary increases, this unfairly places physicians at risk for the pharmaceutical industry policies. In the Health Care market, physicians themselves have no pricing power.

A safety net has been designed in MMA, but this safety net again relies on unproven market assumptions, is overly dependent on Industry participation, and is not scheduled for implementation until 2006; leaving oncologists at unmitigated risk for 2005. The Mandatory Vendors who are to provide physicians with the opportunity to shift the financial risk of drug acquisition to Industry, do not exist in 2004, and there are no guidelines or requirements yet released by CMS to govern their operations or set standards of care.

The adverse effects of rolling out the ASP+6% reimbursement system are compounded by the reduction in the Transitional Increase in Chemotherapy Administration codes from 32% to 3% that occurs in 2005. Overall, it is difficult to see how the net result of these changes will not adversely impact the delivery of cancer care in 2005.

I urge you to consider maintaining the 2004 drug and practice expense reimbursement rates until more is known about the feasibility of the Mandatory Vendor system and the Medicare Payment Advisory Commission (MedPAC) study, mandated by MMA to study its effect on cancer care, has been completed. 

Sincerely,

/s/

Peter Paul Yu, M.D.
President
Association of Northern California Oncologists

