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Navigating the Implementation 
of the Inflation Reduction Act



Core healthcare components of the Inflation 
Reduction Act (IRA)

ACA – Affordable Care Act; ASP – average sales price; LIS – Low-Income Subsidy; OOP – out of pocket.

Source: Inflation Reduction Act of 2022. https://www.congress.gov/117/bills/hr5376/BILLS-117hr5376enr.pdf
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Part D 
Reforms

Inflationary 
Caps

Medicare 
Negotiation

Biosimilars ACA Subsidies

Benefit redesign 
with OOP cap in 

2025

Medicare Part B and 
Part D price 

increases that 
outpace inflation 

owe rebates

Negotiation starts 
earlier (2023); 

implementation in 
2026

Starting October 
2022, 

ASP + 8% of 
reference biologics 

ASP

Extends temporary 
subsidies through 
2025 for <400% 

Federal Poverty Level

and



IRA implementation timeline for prescription 
drug provisions

5/18/2023 5FPL – Federal Poverty Level; OOP – out of pocket.
* Repeals Trump Administration’s drug rebate rule until 2031.
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2026 negotiated products selected

2024-2029 Limits Part D premium growth ≤6% per year
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Requires rebates if drug prices 
rise faster than inflation

Insulin copays 
capped at $35

10 Part D 
drugs

15 Part D 
drugs

15 Part B and 
Part D drugs

20 Part B and 
Part D drugs

Eliminates 5% 
coinsurance for 
Part D catastrophic 
coverage

Expands income eligibility to 150% FPL for 
full Part D Low-Income Subsidy benefits

Adds $2,000 OOP cap 
in Part D and other drug 
benefit changes

Implements negotiated prices for certain high-cost drugs:

2023 2024 2025 2026 2027* 2028 2029 2030

2026 negotiated products 
prices announced



5/
18

/2
02

3
6

Part B:

Medicare sales x (ASP Inflation − CPI)

Part D:
Medicare sales x (AMP Inflation − CPI)

AMP – average manufacturer price; ASP – average sales price; CPI – Consumer Price Index.

• Directs Medicare to negotiate for:
- 10 Part D drugs in 2026
- 15 Part D drugs in 2027
- 15 Part D and Part B drugs in 2028
- 20 Part D and Part B drugs in 2029+

• Applies to heavily utilized drugs, drugs outside of 
their initial exclusivity periods, biosimilar competition

• Negotiation process determines the new 
manufacturer fair price

Inflation rebates Drug negotiation

Drug pricing measures may affect launch 
prices and future innovation
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Government 80%

5/18/2023 7OOP – out of pocket.
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Beneficiary 25%
Beneficiary 5%

Plan 75%

OOP cap
(includes manufacturer %)

Initial coverage Catastrophic

Manufacturer 70%

Over Plan Year

Coverage gap

Note: No beneficiary 
annual OOP cap

Beneficiary 25%

Cost-sharing for specialty drugs 
ranges from 25%–33% with no 

avenue to appeal for lower OOP

Standard Medicare Part D beneficiaries 
currently face significant (OOP) costs for 
specialty medications…

Deductible

Plan 15%
Plan 5%
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…therefore, the Part D benefit redesign 
institutes a true OOP cap with a mechanism to 
smooth OOP costs
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Deductible

Patient 25%

Plan 65%

Coverage phase

Manufacturer 10%

Over Plan Year

Patient OOP max = $2,000
Smoothed over the year

Plan 60%

Government 20%

Catastrophic

Coverage gap is 
eliminated under this 

scenario

Manufacturer 20%
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OOP – out of pocket.



Other important Part D provisions address 
affordability
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Smoothing mechanism

Low-income subsidy expansion
Transition period for liability

Insulin copay caps



Identifying the consequences from IRA
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IRA – Inflation Reduction Act; OOP – out of pocket.
aXcenda analysis based on benefit parameters in 2022 Medicare Trustees report.
bTotal annual spending assuming 12 fills.

Lower patient OOP costs

Significant increase in 
manufacturer and Part D 
plan liability for high-cost 
medications

$400/Month drug $12,000/Month 
drug

Current 
law IRA Current 

law IRA

Beneficiarie
s $1,616 $1,616 $9,990 $2,000 

Part D plans $3,184 $2,759 $23,575 $86,356

Manufactur
ers ---- $425 $4,720 $28,111

Government ---- ---- $105,715 $27,533

Current law vs IRA by stakeholdera,b

C
on

fid
en

tia
l



Real-world example
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Contact

Corey Ford
Vice President
Reimbursement and Policy Insights

704-357-3071, ext. 201-5516  
corey.ford@xcenda.com

mailto:corey.ford@xcenda.com
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