
 

Sidley Austin provides this information as a service to clients and other friends for educational purposes only. It should not be construed or relied on as legal advice or to create a 
lawyer-client relationship. Attorney Advertising: For purposes of compliance with New York State Bar rules, our headquarters are Sidley Austin LLP, 787 Seventh Ave., New York, NY 
10019, +1 212 839 5300; 1 S. Dearborn, Chicago, IL 60603, +1 312 853 7000; and 1501 K St. NW, Washington, DC 20005, +1 202 736 8000. 
 

 

February 9, 2017 

 

 

 

Medicare Payment Advisory Commission Focuses on Part B 
and Part D Reforms 
During its two-day meeting in January, the Medicare Payment Advisory Commission (MedPAC) discussed 
potential drug pricing and reimbursement reforms for Part B and planned study priorities for Part D. These 
policy proposals for Parts B and D are expected to be a focus for MedPAC’s work in the coming months, 
including the March meeting. 

Potential Part B Reforms 

MedPAC is considering a package of potential reforms designed to address the rising cost of Part B drugs. 
Recommendations under consideration include the following: 

• Drug Value Program (DVP): Based on MedPAC discussions and materials available to date, the 
DVP would be a voluntary, market-based vendor purchasing system that would allow multiple 
private vendors and manufacturers to negotiate drug prices directly. Vendors would have certain 
leveraging tools such as formularies, step therapy and prior authorization and would be prohibited 
from negotiating prices that are more than the Average Sales Price (ASP). For drugs without close 
substitutes, the proposal contemplates that the DVP would allow vendors to use arbitration to set a 
price. As proposed, the DVP would be an alternative, not a replacement, for the current buy-and-bill 
system but would include certain incentives for doctors to enroll. 

• Changes to the ASP-based reimbursement system: The proposed reforms to the ASP-based 
reimbursement system would attempt to address price discrepancies between biosimilars and their 
biologic reference products and to maximize price competition by combining biosimilars and their 
biologic reference products into common billing codes and by reducing reimbursement for newly 
introduced biosimilars and single-source drugs. Other proposed ASP reforms include capping drug 
price increases, expanding manufacturer reporting of ASP data, increasing penalties for 
noncompliance and reducing the ASP add-on percentage that physicians receive under the current 
system.   
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Planned Part D Study Priorities 

MedPAC is planning to study several aspects of the Part D program, including reinsurance, the relationship 
between the pharmaceutical supply chain and drug prices, appeals and electronic authorization. Certain 
MedPAC commissioners, however, are pushing for more immediate focus on specific measures that they 
believe would address the rising cost of Part D drugs. These commissioners have urged further consideration 
of policies such as price caps, value-based purchasing arrangements and price negotiation. The price 
negotiation proposal potentially could receive additional attention in light of remarks from President Trump 
and his communications director indicating that the White House may support such a policy. Meanwhile, a 
number of industry stakeholders are working to advance policies and proposals that would help facilitate 
value-based arrangements. 
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Sidley Government Strategies Practice 
Sidley’s Government Strategies group works at the crossroads of law and policy, helping clients develop and implement 
strategies that protect and further their business interests. Multiple institutions influence the development of federal law and 
policy – including the legislative, executive and judicial branches of government as well as the private and nonprofit sectors. 
The professionals in our Government Strategies practice work with our clients to assist them in understanding and managing 
these multiple influences in a successful manner. Our group features a 28-year veteran of the U.S. House of Representatives 
who chaired the Energy and Commerce Committee’s Subcommittee on Energy and Air Quality, a former Acting U.S. Attorney 
General, former General Counsels for the Environmental Protection Agency, the Office of Management and Budget and the 
Department of Agriculture, and former Counselors to the Secretary of the Department of Health and Human Services, among 
others who have filled high-profile posts. A number of our lawyers have had major roles in the drafting, enactment and 
regulatory implementation of landmark laws. This rare mix of leadership translates to an unusual level of value for our clients. 

Sidley Healthcare Practice 
Our Healthcare Practice represents participants in all facets of the healthcare industry, including pharmaceutical, biotech and 
device companies, durable medical equipment suppliers, hospitals, skilled nursing facilities, physician-owned companies, 
professional associations and research institutions. Our lawyers combine a strong background in the complexities of healthcare 
financing and delivery, including coding, reimbursement and coverage issues, privacy and security, trade regulation and 
competition. We have extensive experience representing clients on enforcement and regulatory matters before federal and 
state enforcement agencies. 
 

For more information and updates, please visit our Health Matters: Navigating ACA Reform website. 
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