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This paper explores how a 340B-eligible health system can leverage its control of its own health 

plan to lower its net drug benefit costs by increasing the compliant-usage of 340B (which 

generates margin by the Covered Entity hospital(s)).  This requires integrating data from both the 

health plan’s PBM and the Covered Entity’s 340B vendor, and then analyzing from both a 

“population health” and “provider” perspective.  From the PBM data, we determined that the 

1,417 covered lives (with a PBM claim) represent to a Covered Entity, as a “target population”:  
 

➢ Potential 340B savings for FY21:  $2.4 million 

➢ 340B potential savings per employee: $2,800 per employee 
 

From the 340B claims data, when matched with the PBM data, we calculated that: 
 

➢ Actual 340B savings for FY21:  $0.9 million 

➢ 340B “capture rate":   38%            ($0.9 million / $2.4 million) 

This paper explores how to increase the 38% capture rate, targeting the $1.5 million savings 

“gap.”  

  

Overview 
 

In the area of medications and 340B, we have observed that data silos exist where no one vendor 

currently owns both silos (specifically 340B and own-employee-plan PBM). We have developed 

actionable reports and tools to integrate efforts by a health system’s operations leadership and by 

HR to leverage 340B for the employee health plan (and then repeat for local employers). The 

following white paper details analyses performed for one of our clients; our goal was to 

document the unrealized 340B opportunity for the clients’ covered lives and identify where the 

gaps are. We received both PBM claims data and 340B compliance data; the provider and clinic 

names have been altered to provide anonymity.  

 

Background 
 

Our client’s own health plan for its roughly 1,500 employees and dependents (with a claim) 

controls $3.8 million annually in prescription drug expenditures (“total allowable”, which is paid 

claims plus member payments). This document analyzes how well our client, “Health System”, 

as a 340B Covered Entity, leverages 340B. We used the Health System’s qualified 340B claims 

in combination with PBM claims, with the goal of analyzing PBM claims that did not leverage 

340B.  This enabled us to identify specific actions to pursue to “qualify” more claims as 340B-

eligible. 
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As a 340B Covered Entity, the members of the Health System’s health plan differ from any other 

patient population that the Health System might target for 340B in three vital ways: 

1. The Health System has access to PBM data (in addition to 340B qualified claims data) 

2. The Health System, as the employer, has control over benefit design (which can 

encourage usage of targeted providers and pharmacies) and the approval process for high-

cost prescriptions (via prior-auth) 

3. The Health System, as the manager for 340B child sites (including Multispecialty Clinic 

1, Multispecialty Clinic 2 and Primary Care Clinic), has access to EMR / eRx data, to 

understand scripts written (including those scripts that are never dispensed)  

 

The terms that are used throughout this document are defined as: 

• Members: total number of individual Health System employees and dependents 

• PBM Claims: total number of scripts for each member 

• Total Allowable: total cost of the scripts 

• Potential Savings: 340B potential calculated by subtracting the 340B drug cost and a $20 

dispensing fee per claim from the Total Allowable  

• Actual Savings: the “340B savings” from claims that qualified for Health System 

employees and dependents  

• 340B Opportunity: the gap between the Potential Savings and the Actual Savings 

The 340B opportunity is the amount the Health System stands to gain in drug cost savings, if 

more prescriptions were deemed 340B-eligible and were dispensed in-network: 

 

 

 

The “capture rate” (Actual / Potential) is only 38%.  The Health System has the opportunity to 

increase the 340B drug cost savings for the members in its own health plan by almost $1.5 

million, using FY21 data. The following pages contain drill-down analyses of this $1.5 million 

opportunity by provider, pharmacy, and members, to guide efforts to capture this opportunity.   

Nomenclature can be confusing when discussing 340B for a health system’s own plan.  340B 

savings accrue to the covered entity (which would be one or more hospitals of the health system) 

and those savings are typically treated as margin by the covered entity’s pharmacy.  Unless the 

pharmacy transfers the net savings of 340B to the health plan’s financial accounts, the health 

plan’s costs will not be reduced, but the covered entity’s net income will be higher.  As a health 

system, since revenues were not increased, from an accounting perspective on a consolidated 

basis, costs were decreased. 
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Outside of this own health plan setting, we refer to 340B “margin” in those situations where a 

health system generates 340B savings on prescriptions written by its providers for which the cost 

of those prescriptions is borne by a payor other than the health system (which is the case usually 

for almost all patients treated by a health system). 

 

 

Providers By Site Type and Location 

For the initial analysis, providers were broken out into 4 groups, based on their practice location 

(per the Health System website and the NPI registry). We assume that all scripts are written in 

that providers’ “main practice location”, as this analysis does not take into account the possibility 

of scripts being written elsewhere by that provider.  

Within each group, the clinic locations are sorted by overall 340B opportunity, meaning the gap 

between the potential 340B savings (calculated from the PBM allowable) and the actual 340B 

savings. The claims in this table are for all members across all pharmacies for FY21.    

 

As shown, providers are broken out into the following 4 categories: 340B  % of  

          Oppty  Oppty 

1A.  Providers who practice in Health System Child Sites  $303,005 20% 

1B.  Providers who practice in “Controlled” Sites (e.g., RHCs)  $154,755 10%  

2.    Health System Tier 2 Providers     $168,426 12% 

3.    All Other Providers       $857,549 58% 

         Total $1,483,736 100% 
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Opportunity: Resolve Process Issues (Category 1A) 

The first group of providers in the previous table, those practicing in a 340B child site, represent 

340B process issues that need to be resolved.  

The following table shows the claims filled at the Health System’s on-site Pharmacy and other 

Health System contract pharmacies for July – September 2021 for providers that practice in the 

Health System’s registered child sites. If all these claims were indeed written in those locations, 

there seems to be a 340B process issue.  

 

To address this $330,000 annualized opportunity, next steps include: 

• Receiving EMR (eRx) data to correct this leakage 

• Working with the compliance firm to retrospectively qualify for these claims 

• Using eRx data to qualify claims going forward 

In an effort to better understand the large 340B opportunity at the Health System’s own 

Pharmacy, we pulled the Non-Qualified claims for FY21 (claims that did not qualify for 340B 

for all patients, not only the Health System’s own plan). The following table shows the 

breakdown of all of the Health System Pharmacy’s non-qualified claims and the reason / 

category for why they didn’t qualify for 340B. 

 

We hypothesize that the first two categories, a missing Encounter Match (no visit with the 

provider within the “look back” period) and a missing Diagnosis Match (diagnosis from provider 

does not match the script conditions) could be resolved / requalified if the compliance vendor 

had access to EMR (eRx) data. 
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Opportunity: Collaborative Practice Agreements (Two practices within Category 3) 

The following table reviews the out of network opportunity (leakage) by analyzing the top 16 providers in the “All Others” category, 

showing specialty and hospital affiliation:  
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The total 340B opportunity from these top 16 providers is $637,000 which is roughly 40% of the 

Health System’s 340B opportunity for FY21 from its own employees and dependents.  We 

hypothesize that green highlighted providers above are part of the same Rheumatology group. 

The highlighted rows above (green and blue) represent two groups (common referral specialist) 

to focus on for a collaborative practice agreement:  

• Dr. Washington (rheumatology) and his NPs account for $250,000 in 340B opportunity 

(across 7-10 members)  

• Dr. Monroe (dermatology) and his PA account for another $65,000 (across 40+ members, 

1 of which accounts for $30,000 of the opportunity). 

Recommendations / Next Steps: 

• Establish on-going relationships with Dr. Washington and Dr. Monroe in order to 

implement Collaborative Practice Agreements as a requirement for prior authorization 

• Add rigor to (but not directly change) their current referral patterns  

 

Opportunity: Prior Authorization & Closed Loop (Categories 1B, 2, 3) 

The next analysis focuses on the patients treated by providers in the Health System’s Controlled 

Sites (Groups 1B), by the Health System Tier 2 providers (Group 2), and by all other providers 

in Group 3 excluding Rheumatology and Dermatology. Of all the members in those groups, 21 

of them have a total allowable of greater than $10,000. The combined total FY21 allowable for 

these 21 patients is $948,057. 

From a process standpoint, a “closed loop process” will need to be set up for these 21 people. We 

recommend that anyone from this group of members, anyone with an expensive drug that 

requires a prior authorization, should “kick off” a closed loop referral. Prior authorization should 

be leveraged for these members to establish a “referral home” with a PCP at any of the child sites 

(Primary Care Clinic, Multispecialty Clinic 1 or 2).  

Next Step: Design the referral / closed loop process for these 21 patients and for all new patients 

for whom a prior-auth is required per the Health System’s PBM plan.  
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Top Pharmacies by 340B Opportunity 

Next, we examine pharmacies in the same way. As the data shows, the Health System’s on-site 

Pharmacy has the largest gap between potential and actual 340B savings. The pharmacies with 

$0 actual 340B savings are non-contract pharmacies meaning their opportunity is only available 

if those scripts are filled at one of the 7 Health System contract pharmacy locations. Since the 

Health System on-site Pharmacy is a contract pharmacy for the Health System, we hypothesize 

that the majority of those scripts should qualify for 340B. 

 

Of the top 10 pharmacies, three of them are already contract pharmacies (highlighted in orange 

above). Contract pharmacies account for 98% of the Total Allowable.  

We recommend adding another pharmacy to the contract pharmacy network: Walmart 1.  
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Conclusion  

For FY21, out of the $2.4M in potential 340B savings for the Health System’s own employees 

and dependents, only $907,000 in 340B savings was realized, representing an overall 38% 

capture rate. By targeting specific providers, members, and NDCs, the Health System could 

greatly improve this capture rate and close the gap between potential and actual 340B profit.  

Category 1A 

A. Fixable 340B process issues would generate roughly $300,000 in annual savings going 

forward (and there’s an opportunity to re-coup perhaps half of that in retro adjustments).   

B. We recommend using EMR (eRx) data to correct this leakage and working with the 

compliance firm to retrospectively qualify for these claims. 

 

Category 3 (Rheum and Derm) 

C. Two referral specialists (and their APPs) in Derm and Rheum commonly treat the Health 

System’s members (40+ and 7+, respectively), and we recommend that the Health 

System and its PBM use the prior-auth process to require that those patient-physician 

relationships execute a collaborative practice agreement with the Health System.  Next 

steps are discussing this arrangement with Drs. Washington and Monroe.  

 

Categories 1B, 2, 3 (excluding Rheum and Derm) 

D. A limited number of members, 21, have high-value scripts with a total allowable of over 

$10,000. In FY21, these 21 members had a combined total allowable of roughly 

$950,000, with a potential 340B opportunity of around $460,000. 

a. 7 members are treated by providers located at the Health System’s controlled sites 

(Category 1B) with a combined total allowable of $95,670. 

b. 9 members are treated by Health System Tier 2 providers (Category 2) with a 

combined total allowable of $33,472. 

c. 20 members are treated by providers in Category 3 with a combined total 

allowable of $818,915. 

E. We recommend that the Health System and its PBM use the prior-auth process to require 

that those referral specialists obtain and document a referral from a Health System PCP 

(in a Child Site), so the “closed loop” process can be used for 340B eligibility. 

 

Pharmacy Network 

F. A next step is to explore benefit design issues and how to steer patients to be in network 

(correct site, but wrong pharmacy), if this is worth “the effort.”  
 

These initiatives represent $1.1M in 340B Opportunity for the Health System’s own health plan.  

 340B Process Issues         $300,000 

 Collaborative Practice Agreements       $315,000 

 Prior Auth / Closed Loop (for high-cost members)     $460,000 

 Pharmacy network expansion (1 location)        $15,000   

 TOTAL        $1,090,000 

 
Once implemented, the Health System’s 340B capture rate on its own health plan would be 84%.  


