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Legacy Era: WAC, AWP, and Early Caps

- WAC & AWP are attached to an NDC.

- Pre and Post Rollback litigation. 

WAC
Reflected manufacturer list prices but lacked transparency on discounts and rebates 

affecting true costs.

AWP
AWP was the primary drug pricing benchmark, but it was publisher-defined and 

often set above actual costs.

Policy Shifts and newer Data-Driven Benchmarks are adopted, ASP & AMP and AWP declines…

ASP The Medicare Modernization Act of 2003 mandated ASP adoption, improving 
pricing transparency and reducing reimbursements

Litigation over nontransparent AWP markups led to reduced reliance on AWP and 
changes in pricing compendia.

AMP Avg Manufacturer Price and basis for Medicaid

Difference between brands and generics in terms of 

NDCs. For generics, multiple NDCs for the same drug. 

Meaning,  multiple pricing for the same drug. The born of 

MAC pricing.  

Foundation for Modern Pricing as the transition to ASP 

and AMP established modern transaction-based drug 

pricing and transparency models. 

The evolution of pricing benchmarks is one of the core structural reasons drug 
pricing has become so difficult to understand, regulate and compare.

Speaking about Complexity & Accountability



“Real-cost” benchmarks grounded in actual pharmacy purchasing patterns.

NADAC

• NADAC was created to align drug reimbursement with actual pharmacy 

acquisition costs based on voluntary invoice surveys.

• Many states Medicaid programs adopted NADAC plus a dispensing fee, 

replacing older pricing methodologies like AWP-minus and WAC-plus.

AAC
• State-specific AAC programs mandate cost reporting to create accurate 

acquisition cost benchmarks at the state level.

Prior benchmarks did not reflect what pharmacies actually paid for drugs, so new 
acquisition-based pricing benchmarks emerged.

Impact and Transparency Trends

NADAC influenced commercial payment reforms and 

promoted transparency and auditability in pharmacy 

reimbursement.
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Modern Federal Pricing 
Controls
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IRA Maximum Fair Price (MFP) and 
Inflation Rebates

• Maximum Fair Price (MFP) Implementation

The IRA establishes MFP as a ceiling price for select high-cost 
Medicare drugs, effective January 2026, with significant negotiated 
discounts.

• Inflation-Based Rebates

Manufacturers must rebate price increases exceeding CPI-U 
benchmarks, reducing costs and coinsurance for Medicare Parts B 
and D beneficiaries.

• Impact on Pricing and Forecasting

MFP and inflation rebates reshape manufacturer revenues and 
payer forecasting, influencing U.S. drug pricing and reimbursement 
models.
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Comparison 
Among 

Benchmarks

Estimated Prices Paid to Manufacturers, Relative to List Price (AWP), for Brand-Name Drugs Under 
Selected Federal Programs



Drug Examples AWP (2024) MFP (2026) Reduction

Januvia $22.92 $3.91 –79%

Fiasp $42.99 $8.96 –75%

Farxiga $23.29 $6.05 –68%

Enbrel $2,220.55 $583.54 –68%

Jardiance $24.44 $6.79 –66%

Stelara $33,411.42 $8,979.65 –67%

Xarelto $22.78 $6.88 –63%

Eliquis $11.89 $4.15 –57%

Entresto $13.76 $5.23 –54%

Imbruvica $702.49 $353.94 –39%

Maximum Fair Price vs. AWP
The MFP is a ceiling price that started in 2026 for selected high-cost Medicare drugs.  

Medicare now has gained the authority to negotiate and cap the price of selected 

drugs, resulting in substantial reductions from the traditional list price (AWP).
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Drug Distribution Model
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Complexity and Transparency?



Complexity Isn’t the Problem: Opacity Is

Transparency, pass-through models, and enforceable 
audit rights turn complexity into something measurable, 
comparable, and accountable.

The true test, however, is whether the system creates 
measurable value for patients. If patient outcomes, 
affordability, and access are not improving—and being 
measured—then transparency alone is not enough.
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