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Sharing Pharmacy Rebates May Lower 

Patient Costs in Colorado with Impact to 

Premium of One Percent or Less 
 

There has been heightened interest in understanding the dynamics, 
challenges, and impacts of passing pharmacy rebates directly to a 
patient at the point of sale (POS). This interest is due, in part, to the 
rise in prevalence of high deductible health plans (HDHPs) and 
coinsurance-based benefit designs, which exposes the patient to the 
underlying list price of medications. The interest is also a byproduct 
of increases in the list price of brand medications and the 
corresponding rise in rebates that mitigate payer costs. Pharmacy 
benefit managers (PBMs) are able to administer rebates at POS for 
their clients and have expressed a willingness to do so.i Applying 
rebates in this manner may impact premiums or cost sharing for plan 
members.  

 

Results  
We modeled the impact of applying all rebates at POS in the 
Colorado individual exchange market and observed the resulting 
reallocation of payer costs and member cost sharing relative to a 
baseline scenario. We accomplished this by extracting actual 
claims and utilization data from a cross section of Colorado 
commercial group plans from a national dataset and running the 
data through two 2018 exchange plans with the following 
characteristics (see “Methodology” for details): 

1. An Integrated Deductible plan:  A bronze plan with pharmacy 
costs subject to deductible shared with as medical services (this 
is one requirement for a qualified high deductible health plan, or 
HDHP) 

2. A Separate Deductible plan:  A bronze plan with pharmacy costs 
subject to copays with either a separate, lower deductible than 
medical services or no deductible 

We selected bronze plans because of their steady rise in exchange 
enrollment and to avoid silver Cost Share Reduction (CSR) variants, 
which may provide significantly richer benefits than their associated 
standard plan.ii Nationally, bronze plan enrollment increased from 
23% to 29% from 2017 to 2018, according to the Kaiser Family 
Foundation. In Colorado, almost half of exchange plan enrollees 
elected bronze-level plans in 2017 and 2018.iii 

We estimate moving rebates to POS would have the following 
impacts to the two plan options based on currently approved and 
implemented regulations: 

1. Plan cost increases. For the selected integrated deductible plan 

(which are those plans most impacted by POS rebates), we 
estimate a 1.0% increase in premium. For the selected separate 
deductible plan, we estimate a 0.3% increase in premium. 

 Actual premiums may increase more or less, depending on 
specific plan design features, patients’ pharmacy utilization, 
and rebate contracts. Rather than increase premium rates, 
plans may choose to impose benefit reductions, although, as 
illustrated below, we expect this impact to be minimal. 

Figure 1 summarizes the change in member and plan liability for 
both plan types with traditional non-POS rebates and POS 
rebates. 

FIGURE 1:  ESTIMATED 2018 COSTS, PER MEMBER PER MONTH - COLORADO 

  
INTEGRATED  
DEDUCTIBLE  

SEPARATE  
DEDUCTIBLE 

 
Non-POS 
Rebates 

POS 
Rebates 

Non-POS 
Rebates 

POS 
Rebates 

PATIENT COST-SHARE $171.34 $167.82 $149.50 $148.47 

PLAN COSTS     

  REBATE (post point of sale) ($22.47) N/A ($21.74) N/A 

  NET CLAIMS COST  $351.03 $354.55 $355.91 $356.95 

TOTAL PLAN PREMIUM $412.98 $417.12 $418.71 $419.94 

CHANGE IN PLAN PREMIUM  1.0%  0.3% 

ANNUAL CHANGE IN PLAN PREMIUM $49.71  $14.68 

NOTE:  Plan Premium assumes 15% load for administrative costs, margin, and profit (i.e., Net 
Claims Costs ÷ 0.85) 

2. Patient cost-share reductions. We estimate patients enrolled 

in the selected integrated deductible plan would see an average 
2.1% reduction in their out-of-pocket (OOP) costs through 
reduced costs at the pharmacy counter, in aggregate. We 
estimate patients enrolled in the selected separate deductible 
plan will experience an average 0.7% reduction in OOP costs. 

 Savings across patients will vary based on the patient’s 
utilization. Patients taking generic or non-rebated medicines 
may not experience any cost reduction, while patients taking 
medicines with high rebates may experience significant 
reductions at POS.  

 In this study, 4.7% of members enrolled in the selected 
integrated deductible plan would experience at least a $300 
reduction in annual OOP costs with 0.8% of members 

experiencing at least a $1,000 reduction in annual OOP costs. 

 Patients enrolled in the selected integrated deductible plan 
with chronic conditions treated by brand medicines will likely 
experience the greatest impact. Figure 2 summarizes the 
results for two patient types.  

 For patients with diabetes, we observed an average 
decrease in OOP costs of approximately $590, annually. 

 For patients with asthma, we observed an average 
decrease in OOP costs of approximately $270, annually. 

FIGURE 2:  ANNUAL OUT-OF-POCKET CLAIMS COST FOR PATIENTS WITH 
CHRONIC CONDITIONS ENROLLED IN AN INTEGRATED DEDUCTIBLE PLAN 

 OOP Range 
Average change in 

OOP 

DIABETIC ALL PATIENTS ($590) 

 $1,500 to $2,500 ($700) 

 $4,500 to $5,500 ($1,740) 

 $6,000 to $7,000 ($2,190) 

ASTHMATIC ALL PATIENTS ($270)  

 $1,500 to $2,500 ($260) 

 $4,500 to $5,500 ($600) 

 $6,000 to $7,000 ($720) 

 Patients may see no reduction in total OOP costs if they still 
exceed their plan out-of-pocket maximum (MOOP) but may 
experience a monthly reduction in costs and meet their MOOP 
later in the plan year. The payer will retain rebates on 
applicable medicine after a member exceeds the plan MOOP. 
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Figures 1 and 2 illustrate the variation in impact to plan members 
when rebates are moved to POS. For example, all integrated 
deductible plan members will pay the additional premium of 
approximately $4 per month with some plan members seeing 
substantial decreases in out-of-pocket claims costs, particularly 
those with chronic conditions treated with rebated brand medicines. 

Price Protection Rebate Terms 
This analysis assumes all rebates move to POS. Total rebates 
received by a payer from a manufacturer often include different 
rebate types, such as rebates for preferred formulary status, as 
well as other incentive or penalty payments. One such payment is 
a Price Protection Rebate (PPR) term. These rebate terms 
guarantee the payer will not be subject to increases in price 
(typically Average Wholesale Price, AWP) within the contract 
period. If AWP does increase for a medicine with a PPR term (for 
example, above a certain threshold of 5% to 10%) the manufacturer 
owes a rebate to the payer. PPR terms are an important element 
of a payer’s total rebate strategy.iv Given PPR terms are already a 

portion of the total rebates reflected in our analysis, requiring they 
be extended to POS would have minimal impact to premiums. 

Methodology 
We measured changes in payer and patient liability caused by 
shifting pharmaceutical manufacturer rebates to POS. We 
leveraged publicly available information in the Unified Rate Review 
Templates (URRT) for benefit designs and projected enrollment 
for plans offered on the state or federal marketplace in 2018, if 
enrollment was available. We selected a bronze plan with an 
integrated pharmacy deductible and a bronze plan with a separate 
pharmacy deductible (or no pharmacy deductible) to illustrate the 
range in potential premium impacts. Our analysis focuses on the 
individual commercial (under age 65) market, as the 
considerations and dynamics in the Medicare-eligible market will 
vary. We describe the plan designs below (all benefits describe 
individual, in-network coverage): 

1. Integrated Medical / Pharmacy Deductible:  $7,150 

deductible, 0% coinsurance after deductible up to $7,150 in 
out-of-pocket maximum costs. 

2. Separate Medical / Pharmacy Deductibles:  $5,650 

deductible, $45 PCP copay after deductible, $95 Specialist 
copay after deductible, and 40% coinsurance after deductible 
on other medical services. Pharmacy costs are subject to no 
deductible, $28 copays on generic scripts, $75 copays on 
preferred brand scripts, $400 copays on non-preferred brand 
scripts, and $540 copays on specialty scripts. All cost-sharing 
is subject to $6,850 in out-of-pocket maximum costs. 

We used Milliman’s Claims Simulation Model (the CSM), 
populated with a sample of 2016 claims in the state of Colorado 
from Milliman’s Consolidated Health Cost Guidelines Sources 
Database (CHSD), trended to 2018. We calibrated the model to 
actual state specific premiums in the market, based on the average 
market-wide premium in 2017 reported in CMS’ Summary Report 
on Permanent Risk Adjustment Transfers for the 2017 Benefit 
Year (report dated July 9, 2018), adjusted to the appropriate 
actuarial value (i.e., 60% for a Bronze plan). To analyze rebates at 
the POS, we adjusted the allowed cost of specialty and brand 
products using an average rebate of 30% for brand medications 
and 20% for specialty medications. Our calibration assumed the 
utilization of specialty and brand drugs in the selected individual 

exchange plans, relative to other medical services, would be 
similar to the utilization of specialty and brand drugs in the overall 
Colorado CHSD data. We specifically estimated rebates for some 
therapeutic classes while assigning the remaining classes to an 
“other” rebate level to arrive at the average rebate levels noted. 
We used the therapeutic classifications in the Medi-Span Master 
Drug Database v2.5 (MDDB) to identify the generic product 
identifiers (GPIs) for medications in the classes to which we 
applied specific rebate assumptions. We based the class-specific 
rebate estimates on list-to-net differences reported by SSR Health 
as a four quarter rolling average, as of the second quarter of 2018. 
This estimation of net prices reflects manufacturer costs net of 
statutory and negotiated rebates and discounts, as well as copay 
coupon programs, supply chain fees, and other distribution costs. 
Thus, we dampened our rebate assumptions from those reported 
by SSR Health. 

In our analysis of members with chronic conditions, we identified a 
patient as diabetic if the member had at least two brand 
prescription fills in the anti-diabetic class as defined by the 
therapeutic classification system (TCS). We identified an 
asthmatic as a member with at least two prescription fills of 
albuterol inhaler products and diagnosis codes consistent with the 
CMS Chronic Conditions Data Warehousev condition algorithm. 

The allowed cost in our data sets includes the dispensing fee. We 
did not account for changes in member, payer, or pharmaceutical 
manufacturer behavior that may occur as a result of moving 
rebates to the POS. This could include increased brand utilization 
due to reduced POS costs or improved medical adherence with 
subsequent offsets in medical spending.vi We did not consider 
employer contributions to a member spending account or 
manufacturer coupon cards that offset a patient’s spend but are 
not accounted for within the claims data set used for this analysis. 
We also did not include possible changes in the exchange market 
drafted in the proposed 2020 Benefit and Payment Parameters or 
resulting from the proposed changes to the Anti-Kickback Statute 
Safe Harbor, which could have implications to the Commercial 
market. 

Caveats, Limitations, and Qualifications 
The results in this report have been prepared for PhRMA. We 
developed this information to illustrate the potential impact of moving 
pharmaceutical manufacturer rebates to POS for members with 
coverage in Colorado’s individual health insurance market taking certain 
medications based on current regulations in force. This information 
may not be appropriate, and should not be used, for other purposes. 

This work is not intended to be used for other purposes or to benefit 
any other party. Our work (this report) may not be provided to third 
parties without our prior written consent. If consent is given, this 
report must be provided in its entirety. Regardless of consent, it is 
not our intent to benefit or create a legal liability to outside parties. 

In preparing our estimates, we relied upon data from SSR Health, 
MediSpan and publicly available data. Our results will likely vary with 
new information or with alternative models or modeling approaches. 

Guidelines issued by the American Academy of Actuaries require 
actuaries to include their professional qualifications in all actuarial 
communications. Anna Bunger, Jason Gomberg, and Jason 
Petroske are actuaries for Milliman. They are members of the 
American Academy of Actuaries and meet the Qualification 
Standards to render the actuarial opinion contained herein.
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