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Senator Ortiz, Senator Vasconcellos, Guests,

I greatly appreciate the opportunity to comment on the impact of the Medicare Prescription Drug, Improvement, and Modernization Act of 2003 (hereafter referred to as “the MMA”) on the practice of oncology in California. In general, this legislation affects how oncologists procure the drugs they use to treat people with cancer and how they are reimbursed for their administration costs in the Medicare setting.  One of the lesser-known components of the MMA legislation is the reconfiguration of the reimbursement system for medical oncologists in an attempt to reform an antiquated payment system based on Average Wholesale Price (AWP). Under the AWP system, oncologists are intentionally over-reimbursed for drug therapies provided to patients in the office setting to make up for serious underpayment for practice costs associated with the delivery of such care.  While the intent of the cancer provisions in the MMA is to enact balanced reform, it is the opinion of ANCO as well as ANCO’s parent organization, the American Society of Clinical Oncology (ASCO), that MMA provisions may have the unintended consequence of seriously damaging the current cancer care delivery system and harming cancer patients’ access to quality care and services.

Cancer drugs are highly sophisticated and volatile medications, many of which are time and temperature sensitive and must be mixed and delivered with great care to ensure patient safety. The drug infusion process requires skilled clinical professionals to closely monitor patient reactions. Given the advances in drug development and supportive care over the past ten years, it is now feasible to deliver almost all chemotherapy in the outpatient setting, a location which is not only greatly preferred by patients for its convenience, but is also considerably more cost-effective than inpatient hospitalization or treatment in a hospital-based infusion center. However, a reduction in Medicare payments for chemotherapy drugs without recognizing the longstanding underpayment of essential direct patient care services, will result in reimbursement for services at rates which are less than the actual cost of providing patient care. This has potential dire consequences for patient access.

In the interests of time, I will not detail how the MMA restructures the reimbursement system, except to say that beginning in 2005 the existing AWP-based system will be replaced by something called ASP, or Average Sales Price, which alleges to be a more accurate reflection of drug prices.  However, this ASP system has never been tested, and preliminary analyses by the oncology community have brought to light serious flaws.  Furthermore, the transitional increase in payments for patient care services seen in 2004 will be eliminated in 2005, resulting in a projected shortfall of $890 million in 2005 alone for medical oncology services in the U.S. by one estimation.  With approximately 10% of all cancer cases in the U.S. occurring in California, it is easy to see how destructive these cuts could be in 2005 and thereafter to the health of California seniors with cancer.

In the time remaining, I would like to give examples of how these cancer care cuts could affect patients in our state:

· First, the main issue of concern is one of access.  If oncology offices and cancer clinics do not receive adequate reimbursement to deliver care, they will be forced to cut personnel and/or drop essential services. Providers may choose to limit the number of Medicare, Medi-Cal, or other under-reimbursed patients they can serve. The increased burden of providing care to under-funded Medicare patients many disproportionately affect out-reach clinics in underserved urban and rural areas. A clinic has no choice but to take measures to preserve its viability. The alternative is closing the doors of the clinic to all patients.  As an example, my own medical practice once had an outreach clinic in Amador County.  While we were forced to close it two years ago because of inadequate physician staffing at our main office in Sacramento, my partners and I cannot contemplate reopening this clinic in 2004 or 2005, even though we now have adequate manpower, given the ominous and uncertain nature of these cancer care cuts ahead.

· Second, in the face of this economic uncertainty, oncology offices are forced to examine all of the services that they have traditionally provided to cancer patients, including many supportive care services that enhance the quality of life for our very sick patients.  These include nutritional and psychosocial counseling, and the participation in the care by specialized oncology nurses.  Reimbursement for these services does not exist under the current model, but it was subsidized for years by the drug overpayments.  It is services of this nature that may be the first to go, resulting in a substantially less desirable treatment experience for our patients.

· Third, clinical trials access could be affected by these cancer care cuts.  Enrolling patients in clinical trials, while essential for the development of new therapies and the advancement of science, is already a time consuming and expensive endeavor.  Oncologists like myself will simply not have the time to spend with patients explaining clinical studies, filling out the enrollment paperwork and report forms, and seeing that patients are treated correctly according to the investigational protocol if we can no longer afford to pay the salaries for our nurses and data managers who currently help us with these tasks.

· Finally, one of our great fears is that third party payers in this state may choose to implement like reimbursement policies to CMS, given the fact that many already follow the Medicare model for their current reimbursement.  This would have an additive effect and could very well be the deathblow for community cancer practices.
ANCO recognizes that Medicare reform is a federal issue and that if there is to be a legislative fix, it will have to take place in the Congress. Nonetheless we feel it important that this Committee and all of our state lawmakers become aware of this issue as they examine how the Medicare bill will be implemented in California.  We ask for this Committee’s assistance in ensuring that California's oncologists receive adequate reimbursement for the costs of chemotherapy and supportive care drugs and their administration by private payers, and that changes in how drugs may be supplied to oncologists do not lead to any compromises in the care delivered to our patients.

Thank you very much for the opportunity to address this Committee.
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