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The Alliance for Transparent and Affordable Prescriptions (ATAP) consists of seventeen patient 

and provider groups who are concerned about the role pharmacy benefit managers (PBMs) play 

in the rising cost of drugs and reduced patient access. ATAP is funded entirely by membership 

dues and does not take funding from outside sources. PBMs are third-party entities that 

manage and administer prescription drug plans for payers, including Medicare Parts C and D. 

Among other functions, PBMs negotiate rebates with pharmaceutical manufacturers and 

manage drug utilization by beneficiaries. Unfortunately, there are currently no requirements 

for PBMs to pass negotiated savings onto payers or patients.  

 

The Centers for Medicare and Medicaid Services (CMS) recently proposed to change that. In 

November, CMS released its proposed rule entitled “Medicare Program; Contract Year 2019 

Policy and Technical Changes to the Medicare Advantage, Medicare Cost Plan, Medicare Fee-

for-Service, the Medicare Prescription Drug Benefit Programs, and the PACE Program” (“Part D 

rule”). In the Part D rule, CMS notes that, when the Part D program was established, the agency 

believed that “market competition would encourage Part D sponsors to pass through to 

beneficiaries at the point of sale a high percentage of the manufacturer rebates and other price 

concessions they received, and that establishing a minimum threshold for the rebates to be 

applied at the point of sale would only serve to undercut these market forces.” However, the 



 
agency goes on to state that “actual Part D program experience has not matched expectations 

in this regard. In recent years, only a handful of plans have passed through a small share of 

price concessions to beneficiaries at the point of sale.” CMS adds that “sponsors may have 

distorted incentives as compared to what we intended in 2005.”  

As a result, the Part D rule contains a request for information (RFI) related to requiring sponsors 

to include at least a minimum percentage of manufacturer rebates and all pharmacy price 

concessions received for a Part D drug in the drug’s negotiated price at the point of sale. In 

other words: CMS is considering whether it should require sponsors to share with Medicare 

beneficiaries at least some portion of the price concessions negotiated by intermediaries. We 

strongly support this concept and urge Congress to encourage the agency to move forward with 

such a policy.  

CMS provides ten-year impact estimates of a forced pass-through of 33%, 66%, 90%, and 100% 

of manufacturer rebates at the point of sale: at the lowest point of that range (33%), 

beneficiaries would save $19.6 billion dollars in their out-of-pocket costs. While a pass-

through policy would increase premiums, that increase is more than offset by the deep 

reductions in cost-sharing at every level of pass-through. With a 100% pass-through, 

beneficiaries would save a whopping $56.9 billion overall. Similarly, the per-member-per-

month savings estimates provide by CMS tell us that, at a 33% pass-through, beneficiaries 

would save $30.33 per month, while, at a 100% pass-through, beneficiaries would save 

$88.13 per month.  

Any argument that the policy would increase premiums is disingenuous as it does not factor in 

the offsetting impact of the large reductions in cost-sharing: the overall savings numbers 

calculated by CMS are the result of slight increases in premiums that are more than offset by 

large reductions in cost-sharing.  With regard to requiring that all pharmacy price concessions 

be used to lower the price at the point of sale, CMS notes that such a policy “would affect 

beneficiary, government, and manufacturer costs largely in the same manner as discussed 

previously in regards to moving manufacturer rebates to the point of sale.”  



 
For the past few years, Members of Congress have expressed deep and growing concern about 

the burden on their constituents of out-of-pocket costs for pharmaceuticals. As patients and 

providers, we see firsthand how out-of-pocket costs cause patients to ration their drugs, or 

even stop filling their needed prescriptions altogether. This is a crisis we can no longer ignore. 

The CMS proposal provides a way to save Medicare beneficiaries money on their prescriptions 

by allowing them the benefit of price concessions that currently disappear into a morass of 

middlemen and intermediaries. Moreover, the proposal would provide savings to beneficiaries 

without compromising their access to the medications they need. We urge Congress to 

encourage CMS to adopt a policy requiring sponsors to include price concessions at the point of 

sale for Medicare beneficiaries.  
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