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Dear Tennessee Legislator,

We are writing to express our concerns regarding House Bill 1242 to expand the 340B Drug Pricing Program in our state. While we
share the goal of improving access to affordable healthcare, the current structure and implementation of the 340B program raise
serious questions about its efficacy and fairness. Expanding the program without addressing these shortcomings risks further
undermining its original intent of supporting vulnerable patients and communities.

The 340B Drug Pricing Program was established to help low-income and uninsured patients access essential medications by
requiring pharmaceutical manufacturers to offer significant discounts to eligible healthcare entities. However, a growing body of
evidence indicates the program has strayed from its mission, with substantial resources benefiting large healthcare systems and for-
profit contract pharmacies rather than the patients it was designed to serve.

In Tennessee, 44 hospitals participated in the 340B program in 2024, with 1,417 contracts between Tennessee’s 340B hospitals and
pharmacies nationwide, yet only 31% of these large, corporate contract pharmacies operate in medically underserved areas.
Additionally, 16% of these entities provide charity care at levels below the national average. Rather than improving access for our
most vulnerable residents, the program is driving up healthcare costs and leaving underserved communities behind.

Rather than realigning the program with its original mission, 340B expansion, as proposed in House Bill 1242, will exacerbate its
existing flaws:

e Rising Healthcare Costs: Studies have found that patients pay significantly more for prescriptions at 340B-covered entities
compared to non-340B entities. This drives up insurance premiums for employers and families statewide.

e Eroding Rural Healthcare Access: Many 340B entities and pharmacies are located in wealthier, urban areas, leaving rural
communities underserved. Unchecked expansion incentivizes consolidation, putting additional pressure on small,
independent providers critical to Tennessee’s rural healthcare network.

e Lack of Transparency: The program’s lack of accountability has allowed entities to generate significant profits without
demonstrating how those funds are used to benefit low-income patients or underserved communities.

We urge you to ensure that any legislative action on 340B in Tennessee prioritizes transparency, accountability, and equity by
focusing on reforms that ensure 340B savings directly benefit patients, incentivize service expansion in rural and underserved areas,
and require 340B entities to demonstrate how program revenues are being reinvested in the communities they serve. Expanding the
340B program without addressing its shortcomings would harm patients and local providers, while perpetuating inefficiencies in our
healthcare system.

Our organizations are committed to working with you to develop policies that truly benefit Tennesseans,
such as 340B reform that prioritizes accountability and transparency and other measures, that prioritize patient access to care,
including addressing the growing issue of Alternative Funding Programs that divert critical resources away from patients.

Sincerely,
Alliance for Safe Biologic Medicines Lupus and Allied Diseases Association, Inc.
Biomarker Collaborative Memphis & Mid-South A. Philip Randolph Institute
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https://www.thinkbrg.com/insights/publications/federal-grantee-clinics-340b-drug-discount-program/
https://340bopais.hrsa.gov/reports
https://www.milliman.com/en/insight/2020-outpatient-drug-spend-at-340b-hospitals
https://340breform.org/wp-content/uploads/2021/05/AIR340B-Neal-Masia-Report.pdf
https://jamanetwork.com/journals/jama-health-forum/fullarticle/2793530
https://avalere.com/insights/characteristics-of-hospitals-undergoing-mergers-and-acquisitions
https://www.thinkbrg.com/insights/publications/for-profit-pharmacy-participation-340b/
https://www.foxbusiness.com/fox-news-health/independent-pharmacies-closures-surge-across-country
https://www.foxbusiness.com/fox-news-health/independent-pharmacies-closures-surge-across-country
https://www.medpac.gov/wp-content/uploads/2023/10/340B-ceiling-prices-April-2024-SEC.pdf
https://340breform.org/new-report-charity-care-at-340b-hospitals-is-on-a-downward-trend/
https://340breform.org/new-report-charity-care-at-340b-hospitals-is-on-a-downward-trend/
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