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Executive Summary

The 340B program refers to section 340B of the Public Health Service Act, which requires pharmaceutical
manufacturers that participate in Medicaid to sell outpatient drugs at discounted prices to covered health care entities,
such as Critical Access Hospitals (CAHs), Federally Qualified Health Centers (FQHCs), and other safety net providers.
The 340B program allows covered entities to stretch scarce resources and continue providing care. Many rural
hospitals and FQHCs do not operate in-house pharmacies and therefore depend on contract pharmacy arrangements
to generate 340B savings that support uncompensated care, behavioral health services, transportation assistance, and
other community programs.

Since 2020, when pharmaceutical manufacturers began announcing restrictions on 340B covered entities that use
contract pharmacies (pharmacies used by a covered entity to dispense discounted medications for the covered entity),
states have identified these restrictions as a barrier to implementing 340B." The most common type of restriction limits
340B pricing to one contract pharmacy per covered entity to reduce duplicate discounts. Duplicate discounting occurs
when both the 340B discount and the Medicaid rebate are applied to the same drug unit (see Figure 1). Federal law
prohibits duplicate discounts; however, stakeholders continue to debate the extent to which they occur and the
appropriate mechanisms for preventing them.
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Supporters of the restrictions argue they help prevent duplicate discounts and ensure compliance with federal
requirements. Covered entities and their advocates contend that the restrictions may limit access to 340B savings and
create operational challenges, particularly for providers that rely on contract pharmacy arrangements. The effect is felt
most strongly in rural hospitals and FQHCs that rely heavily on contract pharmacies. As such, several states have taken
steps to reduce the resource strain for covered entities while balancing the needs of pharmaceutical manufacturers.
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This information request was created using publicly available information on the 340B program. Quorum was used to
conduct a statutory review of states within the CSG South region.

Findings and Analysis
States have increasingly responded to pharmaceutical manufacturers' restrictions on 340B contract pharmacies by
enacting laws that prohibit manufacturers from limiting where covered entities may receive discounted drugs and by
restricting pharmacy benefits manager (PBM) discrimination against 340B providers. Five states in the CSG South
region have passed laws requiring manufacturers to honor discounts at all contract pharmacies within the state or face
civil or criminal (Arkansas, Louisiana, Mississippi, Missouri, and West Virginia).ii Missouri's and West Virginia's laws
remain subject to ongoing litigation.",Y North Carolina has focused primarily on PBM anti-discrimination protections.
Other Southern states have considered legislation, expanded PBM oversight, or pursued pharmacy reforms but have
not yet enacted comprehensive 340B-specific protections.
Southern States with Comprehensive 340B Protections
Arkansas
Arkansas became the first state in the nation to prohibit manufacturers from restricting access to 340B pricing through
contract pharmacies. Though challenged, the Eighth Circuit upheld the statute, and the U.S. Supreme Court declined
review in 2024." The law (Arkansas Act 1103):

e Prohibits manufacturers from denying 340B pricing because a covered entity uses a contract

pharmacy.
e Protects community pharmacies serving as contract pharmacies.
e Authorizes state enforcement against manufacturers that violate the law.

Louisiana

Through Louisiana’s Act 358 (2023), Louisiana adopted a broad set of statutory protections for 340B covered entities
and contract pharmacies. This law protects covered entities and contract pharmacies from discriminatory treatment by
forbidding payors from reimbursing 340B entities at lower rates than non-340B entities, imposing different terms or
conditions, charging additional fees, or placing unnecessary administrative burdens on 340B entities. This legislation
had strong bipartisan support, passing unanimously in the Senate and with only two “nays” in the House.

Mississippi

Similar to laws enacted in Arkansas and Louisiana, Mississippi’s House Bill 728 (2024) protects 340B covered entities
from discriminatory practices by health insurance issuers, pharmacy benefit managers (PBMs), third-party payors, drug
manufacturers, and distributors. The law prohibits these entities from reimbursing 340B providers at lower rates than
non-340B providers, imposing different terms or conditions on 340B entities, or interfering with patients’ ability to
obtain drugs from 340B providers. The law has withstood legal challenges, and the U.S. Court of Appeals for the Fifth

Circuit subsequently upheld it, upholding the law against the challenge presented in that case." "

Missourti
Missouri's legislature passed similar legislation, Missouri Senate Bill 751 (2024). This legislation prevents
pharmaceutical manufacturers, third-party logistics providers, or their agents from denying, restricting, or prohibiting


https://www.arkleg.state.ar.us/Bills/Detail?id=HB1881&ddBienniumSession=2021%2F2021R
https://www.legis.la.gov/Legis/BillInfo.aspx?i=244536
https://billstatus.ls.state.ms.us/2024/pdf/history/HB/HB0728.xml
https://www.senate.mo.gov/BillTracking/Bills/BillInformation?year=2024&billid=186
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the acquisition or delivery of 340B drugs to pharmacies authorized by covered entities, unless such actions are
prohibited by the U.S. Department of Health and Human Services. There is currently still active litigation over this law.*

West Virginia

In 2024, West Virginia enacted Senate Bill 325, which mandates that manufacturers cannot restrict the distribution of
340B drugs to authorized entities and imposes significant penalties for violations. This legislation is similar to that of
other states. However, West Virginia became the first state where a federal court blocked enforcement of portions of
the law, particularly provisions limiting manufacturers' ability to request drug utilization data.®

Alternative Approach

North Carolina

North Carolina has not enacted a manufacturer-focused law to protect contract pharmacies, but the state has adopted
significant protections against PBM discrimination through North Carolina’s Senate Bill 257 (2021). Among other
PBM regulations, this act prevents PBMs from discriminating against 340B drug discount entities or varying
reimbursement rates based on a pharmacy’s status as a 340B provider. This approach seeks to preserve the economic
value of 340B participation even though it does not directly address manufacturer restrictions.

Conclusion

In response to pharmaceutical manufacturers' restrictions on 340B contract pharmacy arrangements, several Southern
states have enacted legislation to protect FQHCs, rural hospitals, and other safety-net providers’ ability to access
discounted medications through contract pharmacies. Arkansas, Louisiana, Mississippi, Missouri, and West Virginia
have adopted the most comprehensive approaches by prohibiting manufacturers from interfering with contract
pharmacy arrangements, while North Carolina has focused on preventing PBM discrimination against 340B entities. As
litigation over these laws continues, state policymakers continue to evaluate how best to balance access to 340B
program benefits, compliance with federal requirements, and the interests of covered entities, manufacturers,
pharmacies, and patients.
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