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Safety Net Hospitals for Pharmaceutical Access 

Principles to Help Hospitals Comply with  
340B Prohibition Against Diversion 

  
I. With respect to outpatient drugs administered by a physician or otherwise used 

incident to a physician’s services, the drugs must be administered in a hospital 
facility that is reimbursable on the 340B hospital’s Medicare cost report. 
 

II. With respect to covered drugs dispensed by an outpatient pharmacy for self-
administration by patients, the individual receiving such drugs is an eligible 340B 
patient only if (1) the hospital maintains a record of health care services for that 
individual, (2) the individual receives care from a professional who is employed 
by, under contract with, or has other arrangements with the hospital, such that the 
hospital remains responsible for the care, and (3) the outpatient pharmacy is 
reimbursable on the hospital’s cost report.  Requirement (3) does not apply to 
contract pharmacy arrangements. 
 

III. With respect to a prescription for a self-administered drug written by a non-
hospital physician in connection with treatment rendered outside the hospital, the 
prescription may be filled with a 340B drug only if the treatment is proximate in 
type and time to services provided by the hospital to the patient at issue.  A non-
hospital prescription is proximate in type and time to hospital-based services if the 
prescription or refill is presented within one year of the hospital encounter and the 
hospital encounter is part of the continuum of care that gives rise to the 
prescription.  A continuum of care exists if the hospital makes a referral to the 
outside provider for follow-up care or if there is an established pattern of the 
hospital and non-hospital provider working together to serve a common patient 
population. 
 

IV. Although an individual does not have to receive all of his or her services from a 
hospital in order to qualify as a patient of the facility, he or she must receive more 
than just pharmacy services from the hospital.  

 
Sources: Final Notice Regarding Section 602 of the Veterans Health Care Act of 1992 
Patient and Entity Eligibility, 61 Fed. Reg. 55,156 (October 24, 1996)(attached); Letter 
from Thomas G. Morford, Deputy Administrator, Health Resources and Services 
Administration, to William von Oehsen, General Counsel, Safety Net Hospitals for 
Pharmaceutical Access (formerly Public Hospital Pharmacy Coalition), clarifying the 
government’s 340B patient definition (January 26, 2001)(attached).   
 
For more information, please contact SNHPA President and General Counsel, Bill 
von Oehsen at william.vonoehsen@snhpa.org or (202) 872-6765.   
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