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Level-Setting: What Role do PBMs Play?
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PBMS: Ownership and Vertical Integration
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Consolidation in
the Drug Supply
Chain =

Health Plan,

Pharmacy Benefit
Manager (PBM), &
Dispensing
Pharmacy become
1 entity



https://www.ftc.gov/system/files/ftc_gov/pdf/pharmacy-benefit-managers-staff-report.pdf#page=16

Other PBMs
21%

CVS
Caremark
34%

NASHP nashp.org Source: KFFE basgd on U.S. Federal Trade Commission Inter.im Staff Report,
"Pharmacy Benefit Managers: The Powerful Middlemen Inflating Drug Costs and
Squeezing Main Street Phammacies," July 2024.

Iin 2023, the top 3
largest PBMs
managed 79% of
prescription drug
claims in the U.S.
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State Action on Drug Prices 2017 - 2025

Since 2017, a total of 434 laws across 50 states have been enacted to address high
prices and spending on prescription drugs. Laws cover the following categories:

Pharmacy Benefit Managers (PBMs) 229 in 50 states

Consumer Cost Sharing 60 in 28 states

Affordability Review 17 in 10 states

Importation 13 in 8 states
Study 16 in 10 states

Volume Purchasing 3 in 3 states
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Recent Federal PBM Action

Consolidated Department of Labor
Appropriations Act, 2026 Draft Rule
« HR 7148; Division J: Health » Applies to self-funded ERISA
Care Extenders plans
« Title Il, Section 6224  Requires PBMs and affiliated
impacts Medicare service providers to disclose
» Title VII, Section 6701 & compensation structures,
6702 impacts commercial pricing methodologies, rebates,
plans etc.
 Enacted Feb. 3, 2026 * Published Jan. 30, 2026
« Comment Period closed on April
15, 2026

NASHP nashp.org
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Federal Trade

Commiission (FTC)
Settilements

Initial lawsuit filed in Sept. 2024
alleging big 3 PBMs engaged in
anticompetitive practices that
inflated insulin prices.

FTC settled with Express
Scripts in Feb. 2026

Court documents indicate
similar settlement with CVS
pending as of March 2026



CAA, 2026 Medicare Part D Provisions

 PBM Compensation: Prohibits PBM compensation besides bona fide service fees (“delinks” from prices)
* Mandates 100% pass through of any rebates, discounts, or price concessions to plan sponsor

« PBMs must notify plan sponsors of agreements that provide compensation in exchange for formulary
placement or coverage

* Transparency: Requires new annual reports to Part D plan sponsors at the individual drug level

» Drug-level data on spread pricing, PBM compensation per product, various price metrics, spending,
utilization

 Additional reporting on spend/steerage to affiliated pharmacies, policies affecting uptake of generics and
biosimilars, compensation for brokers and consultants

* Audit Rights: Plans may audit the PBM at least once a year

* Pharmacy Contracting & Compensation:
 Builds on Medicare’s Any-Willing Pharmacy requirements

* Plan sponsors and PBMs will be required to comply with forthcoming “reasonable and relevant” standards
for pharmacy contracting terms and conditions

NASHP nashp.org 8



CAA, 2026 Commercial Plan Provisions

» Applies to self-funded and fully-insured group health plans (i.e. ERISA plans) and non-federal government
employer health plans (i.e. state, county, municipality, school health plans)

« Compensation: Requires 100% rebate pass-through for ERISA plans but does not prohibit all price-linked
compensation

* Transparency: expands disclosures and reporting requirements for PBMs to fully- and self-insured plans

Drug-level data on spread pricing, PBM compensation per product, various price metrics, spending,
utilization

Additional reporting on spend/steerage to affiliated pharmacies, spending per therapeutic class (as defined
by the Secretary), formulary design

- Summaries for Plans & Beneficiaries: The Secretary will provide guidance for PBMs to develop standardized
summary documents (1) to be shared with health plans to inform selection of PBM services and (2) for
beneficiaries upon request

- Enforcement: Potential for civil penalties up to $10,000 per day for failure to provide required information; up to
$100,000 per item of false information

NASHP nashp.org 9



CAA Takeaways
. strengths | Limitations

Disrupts PBMSs'’ status quo compensation structures
which drive up spending b7 (1) restricting payments for
PBMs in Medicare Part D to bona fide service fees and

(2) requiring 100% rebate pass-through for ERISA
plans.

________ Stengths | Limitatons

Does not provide comprehensive data to the public
(consumers, researchers, etc.) or state regulators
Depends on plans, purchasers to leverage data for

lower costs

Does not fully delink payments to PBMs for
commercial plans from price (i.e. does not restrict to
a service fee model)

Does not address spread-pricing in Medicaid

Transparency requirements offer plans and the federal
government drug-level data and more information on
vertical integration and barriers to generic/biosimilar

uptake
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National Pharmaceutical Council resources on PBMs
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Value Viewpoint: Prying open the pharmacy benefit manager
black box to decode the 2026 PBM reforms

Kenneth Finegold
Senior Vice President of
Research and Policy

Kimberly Westrich
Chief Strategy Officer

Roswell A. Cole
Rutgers-NPC 2025 - 2027 Health
Policy & Communications Fellow

US debates on drug pricing, transparency, and access have increasingly focused on pharmacy benefit
managers (PBMs). In this Guest Column, Kimberly Westrich, Kenneth Finegold and Roswell A. Cole of the
National Pharmaceutical Council explain the role PBMs play in the US drug supply chain, why scrutiny
has intensified, and what the latest wave of reforms could mean in practice for employers, pharmacies,
policymakers, and, ultimately, patients.

Sources: Westrich K, Finegold K, Cole R.

Henderson R, Patterson JA, O'Brien JM. Am] ManagCare 2024:30(11); 574- 580
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Prescription Rebate Guarantees:

Employer Insights

Rochelle Henderson, PhD, MPA; Julie Patterson, PharmD, PhD; and John Michael O'Brien, PharmbD, MPH

harmacy benefits managers (PBMs) are intermediaries in
sponsors to manage a network of pharmacies, createa list
of covered drugs (ie, a formulary), and negotiate price concessions
on covered drugs from pharmaceutical manufacturers.’ These
price concessions are paid by the manufacturer to the PBM after
the prescription is dispensed, hence the term rebate.
Reb

PEM: common-

place. More than 80% of employers report receiving money through
pecialn

are high cost, are used to treat complex illnesses, and/or require

special handling), and the proportion of rebates received has

increased over time.*' Rebates collected by PBMs are often returned

to employers throughout or at the end of a benefit year, typically
as a flat dollar amount or percentage share of rebates collected
per eligible prescription, with or without a minimum guaranteed
amount.** Under a PBM rebate guarantee arrangement, employers
are typically guaranteed a rebate amount for the length of the
contract, often 3 years.* A recent survey of drug benefit decision
makers found that 72% of respondents were in an arrangement
(flat dollar amount or percentage share) with a minimum specialty
drug rebate guarantee.

Although rebate revenues are fungible and may be used by the
plan sponsor for any purpose, they are reportedly used to reduce
total health care costs, including lowering pharmaceutical costs,
subsidizing other health care benefits, and reducing employee
health insurance premiums.’ However, research has i
rebates to higher list prices and higher out-of-pock
patients, raising important uestions about the eq
approach.** This has led policy makers to increase their scrutiny
of PBMs,” including investigating whether PBMs favor high-list
price drugs with higher rebates over drugs with a lower net cost.

As the use of rebates has grown, so has employers’ reliance on

employer benefits consultants to select a PBM. In a process referred
toas spreadsheeting, benefits consultants will present employers
with a model comparing competing PBMs’ rebate guarantees as
a means of identifying the best deal.* Although the simplified
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Why is there so much attention on PBM reform?

Half of every “drug spending” dollar goes to someone other than the manufacturer, fueled in part
by a non-transparent and complex vertically integrated system with opportunities for profiteering

The U.S. Pharmacy Distribution and Reimbursement System for
Patient-Administered, Outpatient Brand-Name Drugs
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M DRUG CHANNELS INSTITUTE
[ An HMP Global Company

.'o. Source: '
s Managers, Drug Channels Institute, 2026.

Negative impacts include:
 Higher patient out-of-pocket costs
« Steerage away from local independent pharmacies

* Transparency gap impacts employer costs and
premiums

"Success will not be measured by the passage of laws, but by
whether there s a tangible shift in the healthcare economy:
lower out-of-pocket costs for patients, greater sustainability for
independent pharmacies, and transparency for employers and
taxpayers to ensure drug spending benefits patients rather than
middleman profits.”

Source: Westrich K, Finegold K, Cole R. '
mmmmm@mmmm@ EVIdence Base, April 8, 2026.
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NCPA Mission

“NCPA protects and promotes the interests

of independent pharmacists whose current

and future success is vital to their patients,

their communities, and the entire healthcare
system.”
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“Reasonable and
Relevant” Contract
Terms Provisions
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Pharmacy Reality in Medicare Part D

* Medicare Part D makes up 36 percent of the average
independent pharmacy’s business.

* Medicare Part D payment terms are unsustainable and the
worst payer for pharmacy.

* The largest Part D plan sponsors are all vertically integrated
healthcare companies that include insurers, PBMs and
pharmacies, therefore making it impossible for meaningful
negotiations between PBMs and pharmacies — because they

are our competitors.

 PBM contracting practices reimburse pharmacies less than
their costs to acquire medications and dispense prescriptions;
(25% of Part D prescriptions are paid under NADAC and 75%

are paid less than NADAC + $10). NCPAEE



Overview of “Reasonable and
Relevant” in New PBM Law

* Beginning in plan year 2029, Part D plan sponsors must offer
network pharmacies contract terms that are “reasonable and
relevant.”

« Additionally, Part D plan sponsors will be required to let any
pharmacy participate in their networks so long as they meet
“reasonable and relevant” contract terms.

* The Secretary of Health and Human Services will formulate the
specific “reasonable and relevant” contract terms that the plan
sponsors will be required to offer pharmacies.

NATIONAL COMMUNITY g
PHARMACISTS ASSOCIATION



Specific Terms of the RFI

» The Secretary will issue a request for information (RFI) from the
public seeking input on what constitutes reasonable and
relevant terms.

* The Secretary will be seeking public input on, among other
things:
* Trends in contract terms and conditions
« Current contracting practices
* Whether reimbursement covers pharmacy costs
 How quality measures are applied
» Any restrictions on dispensing
 Auditing practices

NATIONAL COMMUNITY g
PHARMACISTS ASSOCIATION




Timeline

* By April 1, 2027: Secretary must issue a request for information
(RFI) from the public seeking input on what constitutes
reasonable and relevant terms

* By April 3, 2028: the Secretary must establish “reasonable and
relevant” terms

« Spring 2028: Plan sponsors must offer contracts to network
pharmacies for the 2029 Part D plan year.

* By January 2029: the Secretary must develop the process for
allowing pharmacies to report violations by plan sponsors for
violating reasonable and relevant contract terms.

* Beginning in plan year 2029: Part D contract terms begin

NATIONAL COMMUNITY g
PHARMACISTS ASSOCIATION



Reasonable and Relevant Coalition
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Resources

« Joint NCPA/APhA/NACDS/ASCP/NASP/
FMI/NGA letter requesting a meeting for HHS to formulate the
specific “reasonable and relevant” contract terms that
prescription drug plan sponsors will be required to offer
pharmacies under Medicare Part D (February 2026)

* NCPA Member Summary on Pharmacy Provisions in Omnibus
Law (February 2026)

* NCPA One Pager on Additional Provisions in Omnibus Law
(February 2026)

* NCPA contract guardrails comments to CMS (September 2024)
« Reqgulatory Advocacy | NCPA
 Leqislative Action Center | NCPA Advocacy

NATIONAL COMMUNITY g
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https://www.ncpa.co/pdf/2026/advocacy/ncpa-apha-nacds-ascp-nasp-fmi-nga-letter.pdf
https://ncpa.org/sites/default/files/2026-02/2026-part-d-pharmacy-reimbursement-pbm-reform.pdf
https://ncpa.org/sites/default/files/2026-02/2026-part-d-pharmacy-reimbursement-pbm-reform.pdf
https://ncpa.org/sites/default/files/2026-02/2026-part-d-pharmacy-reimbursement-pbm-reform.pdf
https://www.ncpa.co/pdf/2026/advocacy/pbm-reform-other-provisions.pdf
https://www.ncpa.co/pdf/2026/advocacy/pbm-reform-other-provisions.pdf
https://www.ncpa.co/pdf/2026/advocacy/pbm-reform-other-provisions.pdf
https://www.ncpa.co/pdf/2026/advocacy/pbm-reform-other-provisions.pdf
https://www.ncpa.co/pdf/2026/advocacy/pbm-reform-other-provisions.pdf
https://ncpa.org/ncpa-regulatory-advocacy
https://ncpa.org/ncpa-regulatory-advocacy
https://ncpa.org/legislative-action-center
https://ncpa.org/legislative-action-center

Questions?

Steve Postal
steve.postal@ncpa.org
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Margaret Faso

Director of Health Policy

National Alliance of Healthcare Purchaser
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PBM Reform Legislation: What Changed?

_ Pre-PBM Reform Post PBM Reform

Spread Pricing
Rebates

Data Access
Audit Rights

*J National Alliance
of Healthcare Purchaser Coalitions

Driving Health, Equity and Value

Legal and hidden
Often “shared” or partially kept
by PBMs

Often restricted by proprietary
clauses

Limited depending on contract
terms

Legal in the commercial market
but must be disclosed

100% must be passed to the
employer

Mandatory disclosure at drug
and pharmacy level

Statutory right once per year



Top 3 Legislative Impacts on Employers

100% Rebate Pass-Through:
PBMs are legally required to
remit 100% of all rebates,
fees, and alternative
discounts from manufacturers
back to the plan sponsor.

\/ Driving Health, Equity and Value

Ban on Hidden Fees:

PBM compensation must be
“transparent and quantifiable.”
While the legislation did not
outright ban spread pricing in the
commercial market, this at least
attempts to address the practice.

Expanded Audit Rights:
Employers no longer need to
rely on PBM summary
reports. Employers have a
right to audit PBMs once per
plan year.



The National Alliance PBM Playbook

A Playbook for Employers

Purpose: Help employers understand and address Addressing Pharmacy Benefit
misalignment of PBM business practices that Hatgementtialionment
negatively impact employees and benefits
management

Objective: To capture best practices from
employers who have taken action and
supplement those with recommendations from
the National Alliance and other stakeholders

*C/ National Alliance
of Healthcare Purchaser Coalitions

*J National Alliance

Driving Health, Equity and Value
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Will PBM Reform Impact Prior Authorization
Denial Rates and Pharmacy Steering?

NA\/IGATING W
INSURANCE '

DEPARTMENT OF

Managed

Health

Circulation: Cardiovascular Quality and Outcomes

QRIGINAL ARTICLE

Effect of Access to Prescribed PCSK9
Inhibitors on Cardiovascular Outcomes

-re

Kelly D. Myers, BS; Niloofar Farboodi, MSc, MPH; Mkaya Mwamburi, MD, PhD, MA;
William Howard, PhD; David Staszak, PhD; Samuel Gidding, MD; Seth Baum, MD;
Katherine Wilemon, BS; Daniel J. Rader, MD

Approximately

Paid vs. Rejected

::: 72%

of health plan member
appeals (IMRs) to the DMHC
resulted in the member
receiving the requested
service or treatment from

their health plan
FAMILY
HEART“
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increased risk of heart attacks
and strokes if rejected
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Doy have T of high Lp(a)?

Find help to navigate your health.
Visit our Care Navigation Center.

FamilyHeart.org/Care



Will PBM Reform Legislation Reduce Patient
Out-of-Pocket Costs?

Figure 3

Health Care Costs Are the Top Household Expense the Public
Worries About

How worried, if at all, are you about being able to afford each of the following
for you and your family?

M Very worried Ml Somewhat worried M Nottoo worried Ml Not at all worried

TR TN O TS
Your monthly utilities _

romeportation costs S EC N Sov R 7

transportation costs
50%

Health care

Note: Health care includes the cost of health insurance and out-of-pocket costs for things like
office visits and prescription drugs. Monthly utilities include electricity or heat. See topline
for full question wording.

Source: KFF Health Tracking Poll (January 13-20, 2026) KFF
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