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Executive Summary 
 

The Annual Performance Report for the Prescription Drug Rebate Program, also referred to as 

the Rider 23 report, is submitted by the Health and Human Services Commission (HHSC).  The 

Rider 23 report details the outstanding prescription drug rebate balances for the Texas Medicaid 

Program, Children's Health Insurance Program (CHIP), Department of State Health Services’ 

(DSHS) Kidney Health Care (KHC) Program, Children with Special Health Care Needs 

(CSHCN) Services Program and the Texas Woman's Health Program (TWHP).  HHSC’s Vendor 

Drug Program (VDP) operates the formularies and oversees the contractor responsible for 

administration of the rebate programs for Medicaid, CHIP, KHC, CSHCN and TWHP.  This 

report is required by House Bill (H.B.) 1, 84th Legislature, Regular Session, 2014-15 (Article II, 

HHSC, Rider 23) is submitted to the legislature on an annual basis. 

 

The Rider 23 report includes the rebate principal and interest outstanding, age of receivables, 

annual collection rates, billed amounts, dollar value of pricing and utilization adjustments, and 

dollars collected. This report includes a separate rebate collection report for each managed care 

and fee-for-service (FFS) rebate program.   

 

For calendar years 1991 through 2015, HHSC collected a total of $16,531,510,030 all funds (AF) 

in principal for rebates and $7,650,423 (AF) in interest - a collection rate of 99.73 percent.  In the 

five-year period from calendar years 2011 through 2015, HHSC collected $ 8,293,922,552 (AF) 

in principal for rebates and $ 240,355 (AF) in interest - a collection rate of 98.15 percent.  

 

Over the lifespan of the HHSC rebate program, about 30 percent of the amount paid to 

pharmacies and other providers for rebatable products was billed to manufacturers for rebates. 

The percentage of provider payments expended from rebate revenue has increased over time. For 

calendar years 2011 through 2015, the percentage increased to 41 percent of expenditures. 

 

The average collection rate has increased over time as shown in Table 1 Rebate Collections by 

Calendar Year for All Programs (AF), which is due in part to HHSC staff working with the 

contracted entity to collect on outstanding balances for rebate programs that are no longer in 

effect.  Other targeted collection efforts involved ensuring compliance with national drug code 

(NDC) reporting on medical claims and encounters, which is required in order to collect rebates.   

 

Table 1 Rebate Collections by Calendar Year for All Programs (AF) and Table 2 Total Rebate 

Collections by Program (AF) include information from calendar years 1991 through 2015, which 

encompasses the lifespan of the HHSC rebate programs.  To ensure readability and relevance, 

the 21 appendices include detailed rebate information for only the most recent five-year period, 

from calendar years 2011 through 2015.  The appendices include rebate data collected in May 

2016, whereas the Tables include rebate data collected through June 10, 2016.  As such, the 

calculations in the tables and appendices reflect the separate data collection dates.
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Introduction  
 

Rider 23 requires the Texas Health and Human Services Commission (HHSC) to report annually 

on the outstanding prescription drug rebate balances for Medicaid, Children's Health Insurance 

Program (CHIP), Department of State Health Services' (DSHS) Kidney Health Care (KHC) 

Program, and Children with Special Health Care Needs (CSHCN) Services Program. The report 

also includes rebate information about the Texas Woman's Health Program (TWHP).  The 

report's rebate information is calculated by program for the most currently reportable five-year 

period for each rebate program (calendar years 2011 through 2015) as shown in the appendices 

described below.  Rebate information for the entire lifespan of the HHSC rebate program is 

included in Table 1 Rebate Collections by Calendar Year for All Programs (AF) and Table 2 

Total Rebate Collections by Program (AF). HHSC’s Vendor Drug Program (VDP) operates the 

formularies and oversees the contractor responsible for administration of the rebate programs for 

Medicaid, CHIP, KHC, CSHCN and TWHP. 

 

This report details the outstanding prescription drug rebate balances as specified in Rider 23. 

There are 19 different rebate programs.  Rebate programs are established based on the level of 

each program's federal funding match rates, and to accommodate state and/or federal reporting 

requirements.  The following is a list of the rebate programs included in this report. 

 

Rebate Programs 

Medicaid Pharmacy Programs  

Appendix A Summary by Calendar 

Appendix B Summary by Program 

Appendix C Fee for Service (FFS) Pharmacy 

Appendix D FFS Pharmacy Supplemental  

Appendix E FFS Enhanced Federal Medical Assistance Percentage (EFMAP) 

Appendix F FFS Enhanced Federal Medical Assistance Percentage (EFMAP) Supplemental 

Appendix G FFS Breast and Cervical Cancer (BCCP) 

Appendix H Medicaid Buy-In for Children (MBIC) 

Appendix I Managed Care Organization (MCO) 

Appendix J MCO Supplemental 

Appendix K MCO Enhanced Federal Medical Assistance Percentage (EFMAP) 

Appendix L MCO Enhanced Federal Medical Assistance Percentage (EFMAP) Supplemental 

Medicaid Medical (J-Code) Programs 

Appendix M FFS Clinician Administered Drugs (CAD) 

Appendix N FFS Enhanced Federal Medical Assistance Percentage (EFMAP) CAD 

Appendix O MCO Clinician Administered Drugs (CAD) 

Appendix P MCO Enhanced Federal Medical Assistance Percentage (EFMAP) CAD 

Children's Health Insurance Program (CHIP) 

Appendix Q CHIP – National & State Funded (CNSF) 

Appendix R CHIP – State Funded (CSF) 

Department of State Health Services (DSHS) Programs 

Appendix S Children with Special Health Care Needs Services Program (CSHCN) 

Appendix T Kidney Health Care Program (KHC) 

Appendix U Texas Women's Health Program (TWHP) 
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Each of the rebate programs include the following information for calendar years 2011 through 

2015, as specified in appendices 1 through 21:  

 

1. Amounts billed; 

2. Cumulative dollar value of pricing and utilization adjustments; 

3. Dollars collected; 

4. Outstanding principal and interest; and 

5. Annual collection rates. 

 

Rebate collections are reported on an accrual basis and are based on the calendar quarter in 

which the claims were originally paid.  However, rebate collections are subject to change due to 

manufacturers providing late or updated pricing information to the Centers for Medicare & 

Medicaid Services (CMS) or HHSC.  This results in retroactive changes to rebate rates.  

Additionally, collection rates can temporarily exceed 100 percent when manufacturers report 

pricing changes after rebate invoices are sent.   

 

Background 
 

All rebates received by CMS are returned to their respective state program to be used as the first 

source of funding for the corresponding pharmacy program.  Rebate collections are reported on 

an accrual basis and are based on the calendar quarter in which the claims were originally paid. 

Collection amounts are subject to change because rebate programs allow retroactive adjustments 

to pricing and utilization data. 

 

For calendar years 1991 through 2015, HHSC collected a total of $16,531,510,030, (AF) in 

principal rebates and $7,650,423 (AF) in interest - a collection rate of 99.73 percent.  In the five-

year period from 2011 through 2015, HHSC collected $8,293,922,552 (AF) in principal rebates 

and $240,355 (AF) in interest - a collection rate of 98.15 percent. Over 50 percent of the total 

collections have been received in the last 5 years.     

 

Over the 24 years of the rebate program's existence, about 30 percent of the amount paid to 

pharmacies and other providers for rebatable products was expended from rebates billed to 

manufacturers.  The percentage of provider payments expended from rebate revenue has 

increased over time.  For calendar years 2011 through 2015, the percentage increased to 41 

percent of expenditures. 

 

The average collection rate has increased over time as shown in Table 1 Rebate Collections by 

Calendar Year for All Programs (AF), which is due in part to HHSC staff working with the 

contracted entity to collect on outstanding balances for rebate programs that are no longer in 

effect.  Other targeted collection efforts involved ensuring compliance with national drug code 

(NDC) reporting on medical claims and encounters, which is required in order to collect rebates. 

 

Table 1 Rebate Collections by Calendar Year for All Programs (AF) and Table 2 Total Rebate 

Collections by Program (AF) include information from calendar years 1991 through 2015, which 

encompasses the lifespan of the HHSC rebate program.  To ensure readability and relevance, the 
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21 appendices include detailed rebate information for only the most recent five-year period, from 

calendar years 2011 through 2015.  The appendices include rebate data collected in May 2015, 

whereas the tables include rebate data collected in July 2015.  As such, the calculations in the 

tables and appendices reflect the separate data collection dates.  VDP manages the following 

rebate programs. 

 

Pharmacy Rebate Programs 
 

Omnibus Budget Reconciliation Act of 1990 (OBRA '90) Rebate Programs 

 

OBRA ’90 required drug manufacturers to enter into a contract known as a national rebate 

agreement with CMS to be added to a state’s Medicaid formulary.  Once the rebate agreement is 

established between the drug manufacturer and CMS, the drug manufacturer's covered outpatient 

products are eligible to be added to the Texas Drug Code Index.  As part of this agreement, 

contracted manufacturers report their current product and pricing information to CMS within 30 

days of the end of the calendar quarter and pay the agreed-upon rebate amount on quantities of 

products dispensed to a Medicaid client in an outpatient setting.  The rebate amount is based on 

the manufacturers’ reported product and pricing information.  Medicaid pharmacy programs are 

required to include all of the contracted manufacturers’ drug products in their Medicaid 

formularies and to submit invoices to manufacturers for rebate collection.  States may also 

collect Medicaid rebates for drugs dispensed through CMS-approved Medicaid waivers.  All 

States share the rebate revenue with CMS at the same rate as the Federal Medical Assistance 

Percentage (FMAP).   

 

The Affordable Care Act (ACA) requires drug manufacturers to pay rebates for drugs dispensed 

to Medicaid clients that receive care from Medicaid managed care organizations (MCOs) and 

allows Medicaid to collect supplemental rebates, which are described below, on these managed 

care encounters.  Senate Bill (S.B.) 7, 82nd Legislature, First Called Session, 2011, directed 

HHSC to include covered outpatient pharmacy benefits in the array of services provided by 

MCOs.  S.B. 7 also required MCOs to follow HHSC’s Medicaid and CHIP formularies and 

Medicaid Preferred Drug List (PDL).  Pharmacy services were included into the array of services 

provided by Medicaid MCOs starting March 1, 2012.  Rebate programs for managed care began 

in August 2012.   

 

As a result of the shift in 2012 from a FFS to a managed care delivery model for covered 

outpatient drugs, the rebate amounts reported for FFS programs are decreasing as the amounts 

for managed care are increasing.  Currently, over 90 percent of the Medicaid population receives 

services through an MCO. 

 

Supplemental Rebate Program 

 

In addition to the federally-mandated Medicaid OBRA ’90, rebates, Texas implemented a 

Medicaid supplemental rebate program in January 2004, through which drug manufacturers 

provide services in-lieu-of cash (i.e., Program Benefit Agreement) to the Medicaid program.  

Drug manufacturers enter into supplemental rebate contracts with the Texas Medicaid Program 

to have their products considered for preferred status on the PDL.  The HHSC Pharmaceutical 
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and Therapeutics Committee determines which products are assigned a “preferred” or “non-

preferred” PDL status based on the safety, clinical effectiveness, and cost (including rebates) of 

the product.  Drugs categorized as non-preferred are supplied by drug manufacturers that do not 

enter into supplemental rebate contracts with the Texas Medicaid Program.  As such, non-

preferred drugs require prior authorization (PA) before they may be dispensed, while preferred 

products do not. Non-preferred status and requiring prior authorization both serve as an incentive 

to encourage drug manufacturers to participate in the Medicaid supplemental rebate program.   

 

HHSC invoices and collects Medicaid supplemental rebates from manufacturers for their 

preferred products based on pharmacy claims submitted for clients in FFS and managed care.  

These rebate dollars are also shared with CMS at the FMAP rate.   

 

Medical Rebate Programs 

 

The medical rebates are sometimes referred to as Physician-Administered Drugs, Clinician 

Administered Drugs (CAD) or 'J-Code Drugs,' which refers to the most common series of 

Healthcare Common Procedure Codes Set (HCPCS) used to bill for these types of drugs 

administered in the outpatient setting.  The Deficit Reduction Act of 2005 (DRA) updated the 

definition of a 'covered outpatient drug' in the Social Security Act to include drugs administered 

by a physician in an outpatient (office/professional or institutional) setting.  Like OBRA '90 

rebates, medical rebates are collected for both FFS and managed care, for all Medicaid programs 

(including waivers) and are shared with CMS at the program's FMAP. 

 

Other State Rebate Programs 

 

A number of manufacturers also voluntarily participate in separate CHIP, KHC, CSHCN, and 

TWHP rebate programs.  While CHIP rebates are shared with CMS at an enhanced FMAP rate, 

rebate dollars collected for the KHC and CSHCN programs are returned to the respective state 

program budgets for use in their pharmacy programs.  Drug rebates collected for the TWHP 

program are returned to state General Revenue (GR). 
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Quarterly Rebate Offset Amount 
 

The ACA also initiated the Quarterly Rebate Offset Amount (QROA), which increased the 

minimum federal Medicaid OBRA ’90 rebate amount and required the state to remit 100 percent 

of the additional rebates collected to CMS as QROA.  As of June 2016, the QROA amount paid 

to CMS was $452,386,170.  All collections in the report's tables and appendices include the 

QROA amounts that are returned to CMS. 

 

QROA Payments Associated with Rebate Invoices 

 

Year                QROA 

2011 $71,923,885 

2012          70,636,852  

2013          77,541,091  

2014          75,832,708  

2015          80,002,564  

Total $375,937,100 

 

Rebate Process 
 

CMS uses pricing data submitted by manufacturers to calculate the rebate rate and QROA and 

sends this data to states quarterly.  In compliance with federal law, HHSC matches the CMS rate 

and utilization based on claims paid during the quarter.  HHSC sends invoices to the 

manufacturers within 60 days after the end of the calendar quarter.  Manufacturers have 37 days 

to pay the balance before interest accrues.  The following chart illustrates the rebate process 

timeline. 

 

Rebate Process Timeline 

 

Claims Paid Invoices Sent Payment Due 

   January – March May 30 July 7 

April – June August 29 October 5 

July – September November 29 January 5 

October – December March 1 April 7 

 

Manufacturers are required to calculate and pay rebates based on their most current pricing and 

sales information.  The rebate rate can change between the time HHSC submits the invoices and 

the time the manufacturer makes payment.  In those cases, the payments include price 

adjustments and differ from the invoiced amounts, which then appear as an under or 

overpayment in the rebate reporting system.  For Medicaid rebates, the difference remains in the 

system until CMS receives the pricing changes from the manufacturer and transmits the changes 

to the state with their next quarterly update.  As a result of changes after the original invoice, 

either in rates or utilization, it is possible to have more than a 100 percent collection rate. 
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Manufacturers can make retroactive price adjustments for up to 12 calendar quarters after their 

original submission to CMS.  For CHIP and CSHCN, HHSC relies on manufacturers to provide 

rebate pricing information.  If the data submitted by a manufacturer contains errors, the rebate 

amount per unit can be overstated or understated, and may result in large rebate adjustments 

when corrected.  Retroactive changes may be made to utilization data as well.  If a claim has 

been reversed, or research shows that a pharmacy made an error in a claim affecting an earlier 

invoice, the invoice is changed retroactively.   

 

Since manufacturers have the right to dispute the number of units a state invoices, they may 

withhold payment pending resolution of the dispute.  The most common reasons manufacturers' 

cite for disputes are:  (1) the state did not reimburse pharmacies at a rate that should cover the 

pharmacies’ product cost, and (2) the manufacturer’s sales records do not substantiate the 

number of units invoiced.  

 

The following information is based on the information in Appendices one through 21, run in 

May 2016.  In the Appendices, the principal outstanding represents the total receivables, which is 

the difference between the adjusted billed amount and cumulative rebates collected, and is aged 

based on the calendar year. 

 

Drug Rebate Collections 
 

The following rebate collection amounts reflect AF principal collected for calendar years 2011 

through 2015 as shown in the appendices.  

 

Pharmacy Rebates 
 

FFS Pharmacy Program 

 

The rebates reported under the Medicaid OBRA ’90 heading are based on FFS pharmacy claims 

and are subject to CMS’ federal Medicaid drug rebate program.  As shown in Appendix C, the 

collections totaled $2,836,695,023 for the FFS Pharmacy Medicaid rebate program, which is a 

100.09 percent collection rate.  A collection rate over 100 percent generally indicates that there 

was a shift between the regular CMS rebates and the state supplemental rate.  Several 

manufacturers had not adjusted their payments (due to rate changes) between Medicaid OBRA ’90 

rebates and their Medicaid supplemental rebates, resulting in the overpayment of FFS Pharmacy 

rebates and the underpayment of the FFS Supplemental rebates. 

 

As the Medicaid population moves from a FFS delivery model, to a managed care model, the 

FFS Pharmacy rebates will continue to decline over time because of the drop in population.   

 

FFS Supplemental Rebate Program 

 

The Medicaid supplemental rebate rate is particularly volatile because it is dependent on the 

Medicaid OBRA ’90 rebate rate.  The Medicaid OBRA ’90 rebate rate is affected by 

manufacturer price updates that may retroactively change the rate.  This causes a change in the 

amount owed in the Medicaid supplemental rebate program.  Retroactive pricing adjustments 
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cause manufacturers to reallocate their payments between the Medicaid OBRA ’90 rebates and 

Medicaid supplemental rebates.  The debits and credits will eventually balance. 

 

HHSC has collected $266,021,309 in Medicaid supplemental rebates (see Appendix D).  

Collection rates for Medicaid supplemental rebates are expected to run at the same rate as the 

federal Medicaid OBRA ‘90 rebates.  The current collection rate is 108.55 percent because of the 

overpayments in the FFS Pharmacy program. 

  

FFS EFMAP Rebate Program 

 

The EFMAP Rebate Program is a combination of the Medicaid waiver for Qualified Aliens (QA) 

(established in 2011) and the "MCHIP" program.  The MCHIP program, required by the ACA, 

shifted CHIP children ages six to 18 with incomes between 100 and 133 percent federal poverty 

level to Medicaid in 2014.  The EFMAP programs cover many of the consumers previously 

covered under CHIP and qualifies for the CMS enhanced federal match. 

 

As shown in Appendix E, the collections totaled $5,556,989 for the EFMAP rebate program, 

which is a 96.53 percent collection rate.  It is expected that the collection rate for this new 

combined program will continue to increase as drug manufacturers update their systems to 

include this program. 

 

FFS EFMAP Supplemental Rebate Program 

 

Since the EFMAP programs are Medicaid programs covered by CMS, they are also covered by 

the state's PDL and are subject to supplemental drug rebates.  Like the base EFMAP program, 

manufacturers have been slow to update their systems for this new program, resulting in an 86.23 

percent collection rate, as shown in Appendix F. 

 

FFS BCCP Rebate Program 

 

CMS approved Texas' election to add Breast and Cervical Cancer Program (BCCP) as an 

optional coverage group in Medicaid in 2002.   BCCP qualifies for enhanced federal match, but 

must be reported on federal reports differently than the EFMAP programs listed above.  Prior to 

2013, pharmacy claims were claimed at the regular Medicaid FMAP.  As a cost containment 

measure in 2013, the claims were separated so that the state could claim the enhanced match 

from CMS and a new rebate program created so that the rebate funds could be returned to CMS 

at the EFMAP. 

  

As shown in Appendix G, the rebate collections totaled $27,419,313 for the BCCP pharmacy 

program, which is a 96.01 percent collection rate.  There was a large increase in collections last 

year, from 29 percent up to the current 96 percent collection rate as a result of additional 

manufacturer education regarding the program.  
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MBIC Rebate Program 

 

CMS approved the Medicaid Buy-in for Children (MBIC) Medicaid program effective January 

1, 2011.  Since these consumers were newly eligible, the American Recovery and Reinvestment 

Act of 2009 (ARRA) enhanced funding was not available. Therefore, these rebates run as a 

separate program.  The federal match rate for both MBIC and regular Medicaid reverted to the 

same FMAP percentage on July 1, 2011, when ARRA funding expired. Therefore, the MBIC 

rebate program only shows rebate activity for 2011.  MBIC rebates for subsequent years will be 

included in the Medicaid program.  

 

As shown in Appendix H, the collections totaled $131,229 for the Medicaid MBIC rebate 

program in 2011. Next year, this program will roll off the report. 

 

MCO Pharmacy Program 

 

The rebates reported under the Medicaid OBRA ’90 heading are based on managed care (MCO) 

pharmacy encounters and are subject to CMS’ federal Medicaid drug rebate program.  As shown 

in Appendix I, the collections totaled $4,253,823,757 for the MCO OBRA ‘90 Medicaid rebate 

program, which is a 98.50 percent collection rate.   

 

MCO Supplemental Rebate Program 

 

Managed Care plans are required to follow the VDP PDL in order to maximize the State rebate 

revenue.  HHSC has collected $439,637,548 in Medicaid managed care supplemental rebates 

(see Appendix J).  The current collection rate is 94.17 percent. 

 

MCO EFMAP Rebate Program 

 

As shown in Appendix K, the collections totaled $55,801,417 for the managed care EFMAP 

rebate program.  Because this is a relatively new rebate program, the collection rate is 93.30 

percent. 

 

MCO EFMAP Supplemental Rebate Program 

 

As shown in Appendix L, the collections totaled $7,215,952 for the MCO EFMAP Supplemental 

rebate program.  The collection rate is 85.07 percent. 

 

Medical Rebate Programs 
 

HHSC has been invoicing and collecting federal Medicaid rebates for outpatient drugs provided 

in a physician's office, clinic, or hospital outpatient setting since 2003.  VDP pays for pharmacy-

dispensed drugs, identified by their NDC.  However, Texas' acute care claims administrator 

vendor pays for drugs administered in an outpatient medical setting.  Physician-administered 

drugs, or CAD, are identified by HCPCS codes that generally start with the letter “J” and are 

commonly referred to as “J-codes”.  A drug product identified by a single HCPCS code may 

refer to one or many NDCs.  In addition, the unit of measure for the HCPCS code is different 
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than that used for NDCs, so in many cases the HCPCS units have to be converted into NDC units 

for rebate invoicing.  Typically, this causes drug manufacturers to dispute a larger portion of 

their invoices and results in a lower collection rate. 

 

FFS CAD Rebate Program 

 

Beginning January 1, 2008, as part of the DRA of 2005, physicians’ offices, hospitals, and 

clinics were required to submit the NDC of the specific drug administered, in addition to the 

HCPCS code.  HHSC made significant system changes and created a NDC-to-HCPCS crosswalk 

that has assisted with the enforcement of the DRA requirement. 

 

HHSC has collected $170,410,427 in rebates for clinician-administered drugs (see Appendix M), 

and the collection rate is 96.77 percent.  The collection rate for CAD rebate programs is lower 

than other programs because of the differences between HCPCS units and NDC units, but is 

increasing due to more NDC enforcement. 

 

FFS EFMAP CAD Rebate Program 

 

With the ACA, many clients previously covered by CHIP became eligible for the MCHIP 

program.  When they moved from CHIP to Medicaid, the clients were covered by FFS while 

they chose an MCO.  

 

HHSC has collected $44,499 in rebates for clinician-administered drugs (see Appendix N), and 

the collection rate is 98.08 percent.  

 

MCO CAD Drug Rebate Program 

 

The Affordable Care Act (ACA) requires drug manufacturers to pay rebates for drugs dispensed 

to Medicaid beneficiaries who receive care through a Medicaid MCO.  In March 2015, CMS 

provided guidance that states can pursue rebates for claims once covered under a capitated 

arrangement between the MCO and the provider.  HHSC is working on a project to retroactively 

bill, back to 2010, for these claims not previously invoiced for rebates. 

 

MCO CAD rebates brought in $67,960,755 in rebates (see Appendix O) and the collection rate is 

87.61 percent.  This amount is significantly lower than collections for FFS CAD rebates for the 

same period, especially in light of the numbers of clients in managed care.  HHSC expects that 

most of the difference is due to the fact MCOs capitated their provider payments and until the 

recent CMS guidance, these claims were not eligible for rebates. 

 

MCO EFMAP CAD Rebate Program 

 

MCO EFMAP CAD rebates resulted in collections of $150,519 (see Appendix P).  Because this 

is a relatively new rebate program, the current collection rate is 83.55 percent. 
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HHSC CHIP Rebate Programs 
 

The CHIP rebate program is a voluntary state rebate program that began in March 2002.  

Because of the Medicaid ‘best price’ requirements included in Section 1927 of the Social 

Security Act, CHIP rebate rates are below the Medicaid rates to protect manufacturer’s Medicaid 

‘best price’ and entice participation.   

 

For the CHIP rebate program, manufacturers are required to report rebate pricing to HHSC on a 

quarterly basis.  If a manufacturer fails to comply with price reporting requirements, HHSC 

mails an invoice that reports the utilization of each NDC, but does not calculate an amount due 

because the current rate in the system is zero.  Pursuant to the terms of the contract, the 

manufacturer is responsible for calculating the rebate amount and paying.  As a result, it appears 

in the rebate system as though HHSC has been overpaid (greater than 100 percent collections) 

until the manufacturer corrects and provides the pricing data from the previous quarter.  If a 

manufacturer’s pricing file contains errors, it could result in large price adjustments when 

corrected.  

 

CHIP is divided into two subprograms, depending on the funding source:  the federally-matched 

federal-state funded (FSF) program and the state funded only (SF) program for qualified aliens 

(QA) – most of whom moved into the Medicaid QA Waiver in 2011.  The ACA further reduced 

the number of children eligible for CHIP, and moved them into Medicaid and the EFMAP 

programs in 2014. 

 

CHIP National and State-Funded (CNSF)  

 

On March 1, 2012, pharmacy services were added to the array of services provided by CHIP 

MCOs.  This report combines rebates for encounters paid by MCOs and claims paid in FFS.  

For the CNSF program, HHSC has collected $116,986,611 in rebates (see Appendix Q), and the 

collection rate is 99.71 percent. 

 

CHIP State Funded (CSF)  

 

The GR-funded CSF rebate program covered prescriptions for legal immigrants, all of who were 

moved into the Medicaid QA waiver in 2011. Therefore, this rebate program ended prior to the 

October 2012, but still falls within the five-year reporting period.  Collections for this rebate 

program are $427,084 (see Appendix R).  The collection rate increased from 39 percent to over 

79 percent because of work with manufacturers to update rate information.  

 
DSHS Programs 
 

CSHCN Services Program 

 

The Children with Special Health Care Needs Services Program (CSHCN) began collecting 

voluntary rebates in 1997, and HHSC administers this program.  However, the CSHCN program 

does not qualify as a State Pharmaceutical Assistance Program (SPAP). Therefore, its rates are 

limited, as is the case in CHIP.  HHSC continues to send zero-rate utilization invoices for which 
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the manufacturers are responsible for calculation and payment.  If a manufacturer fails to submit 

rates but pays the invoice, the outstanding balance in the system appears to be a credit to the 

manufacturer (a greater than 100 percent collections rate) until the manufacturer submits the 

required rates.  

 

Total collections for the CSHCN rebate program were $4,426,718 (see Appendix S).  Collections 

have averaged 89.44 percent of the amount invoiced.   

 

KHC Program 

 

The Kidney Health Care (KHC) rebate program is a voluntary DSHS program that is 

administered by HHSC’s VDP and started in 1997.  Because KHC qualifies as an SPAP under 

Section 1927 of the Social Security Act, it is able to use the same rebate rates as Medicaid for 

participating manufacturers, without jeopardizing the manufacturers’ Medicaid rate.  The 

increase in the Medicaid rate as a result of changes from the ACA has increased the KHC 

rebates.  However, KHC has had a declining client base. 

 

HHSC has collected $39,576,110 in KHC drug rebates (see Appendix T).  Collections have 

averaged 95.86 percent of the amount invoiced. 

 

TWHP 

 

HHSC fully implemented the GR-funded Texas Women's Health Care Program (TWHP) on 

January 1, 2013.  The program covers contraception and certain other medications for women 

who meet specific eligibility criteria.  The program is an SPAP under Section 1927 of the Social 

Security Act. It is able to use the same rebate rates as Medicaid for participating manufacturers, 

without jeopardizing the manufacturers’ Medicaid rate. In 2013, HHSC reached out to the 

manufacturers of long acting reversible contraception products to seek drug rebates to help offset 

costs.  To date, HHSC has collected $913,352 in rebates (see Appendix U) and the collection rate 

is 82.28 percent. 

 

Conclusion 
 

Summary of Rebate Collections 
 

The summary information presented in the following Table 1 Rebate Collections by Calendar 

Year for All Programs (AF), and Table 2 Total Rebate Collections by Program (AF) was run in 

June 2016.  For calendar years 1991 through 2015, HHSC collected a total of $16,531,510,030 

(AF) in rebate principal and $7,650,423 (AF) in interest.  Table 1, Rebate Collections by 

Calendar Year for All Programs (AF), contains the summary breakdown by year and Table 2 

Total Rebate Collections by Program (AF) contains the summary breakdown by program based 

on collections.   

 

Over the lifespan of the HHSC rebate program, about 30 percent of the amount paid to 

pharmacies and other providers for rebatable products was expended from rebates billed to 

manufacturers.  The percentage of provider payments expended from rebate revenue has 
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increased over time.  For calendar years 2011 through 2015, the percentage increased to 41 

percent of expenditures. 

 

The average collection rate calculated for all programs throughout the lifespan of the HHSC 

rebate program is 99.73 percent.  This percentage has also increased over time, as shown in 

Table 1 Rebate Collections by Calendar Year for All Programs (AF), which is due in part to 

HHSC staff working with the contracted entity to collect on outstanding balances for rebate 

programs that are no longer in effect and other targeted efforts.   HHSC's contractor is including 

additional information related to the CMS approval for the EFMAP programs to increase the 

rebate collections for these programs.  Additional efforts are being made to convert the CAD 

units of measure into rebate units of measures prior to invoicing in order to minimize disputes. 

 

It is important to note that collection rates are subject to change because rebate programs allow 

retroactive adjustments to pricing and utilization data.  Manufacturers regularly provide late 

and/or updated pricing information to the CMS or HHSC.  These updates to pricing information 

may retroactively change the rebate rates.  Additionally, collection rates can exceed 100 percent 

when manufacturers report pricing changes after rebate invoices are sent.   

 

The provisions in S.B. 7, 82nd Legislature, First Called Session, 2011, which allow HHSC to 

define a single state-wide formulary for Medicaid and CHIP and a Medicaid PDL expires on 

August 31, 2018, unless the legislature modifies the statute.  If MCOs obtain control of the 

formulary HHSC expects to see lower drug costs as MCOs shift to more generics like they 

currently use in their commercial plans and lower utilization because of greater use of clinical 

Prior Authorizations.  These shifts will result in a drastic decrease in supplemental rebates, as 

most of these are associated with brand/single source drugs, and a general decrease in other 

rebates, since CMS rebate for generics is 13 percent for generics versus at least 23.1 percent of 

the Average Manufacturer Price, for brands.  It is unknown at this time if the reduction in drug 

costs will offset the loss in rebate revenue.  A full fiscal impact will be studied separately, and 

will be available before the end of the year. 

 

Table 1 Rebate Collections by Calendar Year for All Programs (AF) below provides the total 

rebates billed and collected for each calendar year for all FFS and MCO programs combined.  

Rebates are tracked on an accrual basis and are tied to the calendar year in which the claim was 

originally paid. 
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Tables 
 

Table 1 
Rebate Collections by Calendar Year for All Programs (All Funds) 

Calendar Years 1991-2015 

As of June 10, 2016 

 

Year 

Current Invoice 

Amount Principal Paid Principal Due Interest Due 

Collection 

Rate 

1991 $43,712,510 $40,836,402 $762,035 $25,752,959 93.42% 

1992 79,235,325 76,066,046 408,989 274,074,142 96.00% 

1993 96,916,881 92,642,547 1,405,720 1,147,600 95.59% 

1994 100,620,315 100,076,285 607,996 790,676 99.46% 

1995 110,760,638 110,322,354 457,000 1,422,305 99.60% 

1996 122,161,180 121,182,304 1,027,513 743,872 99.20% 

1997 142,175,005 141,610,195 561,042 415,688 99.60% 

1998 171,629,823 171,868,866 -203,307 745,677 100.14% 

1999 215,823,421 215,543,833 305,689 412,779 99.87% 

2000 254,203,093 257,910,833 -3,673,805 3,075,227 101.46% 

2001 308,611,381 310,058,047 -1,612,769 3,255,053 100.47% 

2002 371,645,415 384,432,535 -12,794,861 9,020,423 103.44% 

2003 444,291,742 483,534,275 -39,346,198 1,601,972 108.83% 

2004 582,309,078 699,584,331 -117,216,592 2,407,176 120.14% 

2005 841,638,384 838,630,165 3,263,674 6,734,652 99.64% 

2006 557,182,053 551,910,897 5,564,208 2,512,945 99.05% 

2007 689,958,606 682,699,067 7,210,990 2,947,966 98.95% 

2008 827,288,078 807,732,305 21,017,024 3,527,380 97.64% 

2009 961,899,255 956,386,312 5,857,500 3,458,327 99.43% 

2010 1,203,978,906 1,194,559,878 7,384,253 8,026,200 99.22% 

2011 1,389,312,207 1,370,634,587 15,895,646 3,937,479 98.66% 

2012 1,548,550,431 1,537,141,990 11,393,713 1,505,595 99.26% 

2013 1,571,158,415 1,556,959,399 14,199,020 336,520 99.10% 

2014 1,830,037,828 1,825,189,579 4,848,205 9,586 99.74% 

2015 2,111,155,892 2,003,996,996 107,158,896 7,359 94.92% 

Total $16,576,255,862 $16,531,510,030 $34,481,583 $357,869,559 99.73% 
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Table 2 

Total Rebate Collections by Program (All Funds) 

Calendar Years 1991-2015 

As of June 10, 2016 

 

Program 

Current 

Invoice 

Amount 

Principal 

Collected 

Outstanding 

Principal 

Outstanding 

Interest 

Collection 

Rate 

PHARMACY REBATES 

FFS Pharmacy $9,805,010,498 $9,841,988,452 -$44,602,973 $317,958,970 100.38% 

FFS Pharmacy 

Supplemental 1,164,570,653 1,118,901,274 42,915,307 17,737,412 96.08% 

FFS EFMAP 

Pharmacy 5,762,519 5,563,920 198,599 5,951 96.55% 

FFS EFMAP 

Pharmacy 

Supplemental 296,482 280,100 16,382 0 94.47% 

FFS BCCP 33,784,773 27,552,581 6,232,192 169 81.55% 

FFS MBIC 134,854 131,215 3,639 167 97.30% 

MCO Pharmacy 4,314,109,512 4,247,929,477 66,179,787 715,901 98.47% 

MCO Pharmacy 

Supplemental 464,672,084 443,885,001 20,787,084 236,839 95.53% 

MCO EFMAP 

Pharmacy 59,441,832 56,107,552 3,334,281 1,396 94.39% 

MCO EFMAP 

Pharmacy 

Supplemental 8,422,951 7,356,893 1,066,058 88 87.34% 

MEDICAL REBATES 

FFS CAD 287,223,446 381,115,714 -93,901,962 19,271,398 132.69% 

FFS EFMAP CAD 45,545 44,566 979 0 97.85% 

MCO CAD 94,481,905 68,859,866 25,622,039 69,171 72.88% 

MCO EFMAP CAD 193,585 151,545 42,040 50 78.28% 

CHIP REBATES 

CHIP - NSF 232,121,499 231,853,712 565,183 1,384,084 99.88% 

CHIP - SF 2,511,382 1,641,590 868,959 11,517 65.37% 

DSHS REBATES 

CSHCN 10,422,692 9,796,125 615,655 148,522 93.99% 

KHC 91,933,776 87,209,703 4,563,205 332,346 94.86% 

TWHP 1,115,874 1,140,743 -24,870 -4,423 102.23% 

TOTAL $16,576,255,862 $16,531,510,030 $34,481,583 $357,869,559 99.73% 
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Appendix A 
Summary by Calendar Year, All Programs 2011 - 2015 

As of May 15, 2016 
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Appendix B 
Summary by Rebate Programs, 2011 - 2015 - All Programs 

As of May 15, 20161 

 

 
  

                                                 
1 All dollar amounts reported are All Funds (AF) 
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Appendix B (continued) 
Summary by Rebate Programs, 2011 - 2015 - All Programs 

As of May 15, 20152 

 

 
  

                                                 
2 All dollar amounts reported are All Funds (AF) 
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Appendix C 
Summary by Calendar Year, 2011 - 2015 

Medicaid FFS Pharmacy Rebate Program 

As of May 15, 20163 

 

 
 

                                                 
3 All dollar amounts reported are All Funds (AF) 
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Appendix D 
Summary by Calendar Year, 2011 - 2015 

Medicaid FFS Supplemental Rebate Program 

As of May 15, 20164 

 

 
  

                                                 
4All dollar amounts reported are All Funds (AF)  
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Appendix E 
Summary by Calendar Year, 2011 - 2015 

Medicaid FFS EFMAP Rebate Program 

As of May 15, 20165 
 

 
 

                                                 
5 All dollar amounts reported are All Funds (AF) 
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Appendix F 
Summary by Calendar Year, 2011 - 2015 

Medicaid FFS EFMAP Supplemental Rebate Program 

As of May 15, 20166 

 

 
  

                                                 
6 All dollar amounts reported are All Funds (AF) 
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Appendix G 
Summary by Calendar Year, 2011 - 2015 

Medicaid FFS BCCP Rebate Program 

As of May 15, 20167 

 

 
 

                                                 
7 All dollar amounts reported are All Funds (AF) 
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Appendix H 
Summary by Calendar Year, 2011 - 2015 

Medicaid MBIC Rebate Program 

As of May 15, 20168 

 

 
  

                                                 
8 All dollar amounts reported are All Funds (AF) 
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Appendix I 
Summary by Calendar Year, 2011 - 2015 

Medicaid MCO Pharmacy Program 

As of May 15, 20169 

 

 

 
 

                                                 
9 All dollar amounts reported are All Funds (AF) 
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Appendix J 
Summary by Calendar Year, 2011 - 2015 

Medicaid MCO Supplemental Rebate Program 

As of May 15, 201610 

 

 
 

                                                 
10 All dollar amounts reported are All Funds (AF) 
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Appendix K 
Summary by Calendar Year, 2011 - 2015 

Medicaid MCO EFMAP Rebate Program 

As of May 15, 201611 

 

 
 

                                                 
11 All dollar amounts reported are All Funds (AF) 
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Appendix L 
Summary by Calendar Year, 2011 - 2015 

Medicaid MCO EFMAP Supplemental Rebate Program 

As of May 15, 201612 

 

 
  

                                                 
12 All dollar amounts reported are All Funds (AF) 
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Appendix M 
Summary by Calendar Year, 2011 - 2015 

Medicaid FFS CAD Rebate Program 

As of May 15, 201613 

 

 
 

                                                 
13 All dollar amounts reported are All Funds (AF) 
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Appendix N 
Summary by Calendar Year, 2011 - 2015 

Medicaid FFS EFMAP CAD Rebate Program 

As of May 15, 201614 

 

 
  

                                                 
14 All dollar amounts reported are All Funds (AF) 
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Appendix O 
Summary by Calendar Year, 2011 - 2015 

Medicaid MCO CAD Drug Rebate Program 

As of May 15, 201615 

 

 
 

                                                 
15 All dollar amounts reported are All Funds (AF) 
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Appendix P 
Summary by Calendar Year, 2011 - 2015 

Medicaid EFMAP CAD Rebate Program 

As of May 15, 201616 

 

 

 
 

                                                 
16 All dollar amounts reported are All Funds (AF) 



Q-1 

 

Appendix Q 
Summary by Calendar Year, 2011 - 2015 

CHIP CNSF 

As of May 15, 201617 

 

 
 

                                                 
17 All dollar amounts reported are All Funds (AF) 
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Appendix R 
Summary by Calendar Year, 2011 - 2015 

CHIP CSF 

As of May 15, 201618 

 

 
  

                                                 
18 All dollar amounts reported are General Revenue (GR) 
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Appendix S 
Summary by Calendar Year, 2011 - 2015 

DSHS CSHCN Services Program 

As of May 15, 201619 

 

 
 

                                                 
19 All dollar amounts reported are General Revenue (GR) 
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Appendix T 
Summary by Calendar Year, 2011 - 2015 

DSHS KHC Program 

As of May 15, 201620 

 

 
  

                                                 
20 All dollar amounts reported are General Revenue (GR) 



U-1 

 

Appendix U 
Summary by Calendar Year, 2011 - 2015 

DSHS TWHP 

As of May 15, 201621 

 

 

                                                 
21 All dollar amounts reported are General Revenue (GR) 


