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Goals for today

Identify the current state of PBM — Employer Contracts.

Performance
Review the Retrospective Risks Paper by 3 Axis Advisors

Discuss Future of Pharmacy Benefits for Employers &

e
[e]
g Review Independent Audit Findings Related to PBM
c b
Action Steps
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Which price are you talking

about?
MANY PRICES AVAILABLE FOR DRUGS IN THE U.S.




Drug prices are...
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Table 5: Potential Contract Terms Negotiated Between Plan Sponsors and PBMs!0

Contract Terms

Contract Subte rms

Possible Values

Typical PBM

Line of Business

for example, Commmercml Medicare Part B, Medicare Part I,
Medicaid, Affordable Care Act Exchange

Line of Business Subtype

Contracts

for example, Traditional, Transparent, Combination

Year contract applies to

length of confract vanies

- The agreement between plan
sponsor and PBM determines

Admin Fees

Admmistratie fae type

for example, Paper Per Clamm, Mail Per Clam, Specialty Per Clam,
Customer Per Claim, Flat Menthly, Per Employee Per Month, Per
Member Par Month

Amount of admm fee payment Numerne contmuons vakes
Frequency of clamms billng for example, Weeldy, Two Times Per Month, Meonthly
Frequency of admm fee billng for example, Weelkly, Two Times Per Month, Monthly

Payment terms for clamns payments

for example. 2 days, 5 days, 10 days, 15 days, Non-Standard

Payment terms for admm fee payments

how pharmacy benefits will be
managed

- Contract terms can govern:
» how drugs are priced,

Pharmacy Reimbursement

Brand Discommt Rate (Retall Mail Spacnlty)

for example. 2 days, 5 days, 10 days, 15 days, Non-Standard

Numenc contmuous vales

Numere contimuous vakas

Numeric contmuous vakis

Generic Dscount Rate (BetalMail Specialiy)

Numenc contmuous vakles

Numernic contimous vakhes

Numene contimmous vahes

Numeric contmuous vahas

Non-MAC Dicount Rate (RetalMdad)

Numenc contmuous vahes

Numernic contimous vakhes

Brand Dispensmg Fee (RetadMail)

Numere contimuous vakias

Generic Dipensing Fee (RetailMail)

Numenc contmuous vakes

Numenc contmuous vales

(uarantee Type (RetadMail)

for example, Brand Effectie Rate (BER), Generie Effactree Rate
{GER), MAC Effectre Rate (MER), Overall Effectre Ducount
{OED), Specialty dscount rate (SEx), Discount on smgle-source
genare drugs (35G)

for example, Brand Effectie Rate (BER), Generie Effactree Rate
{GER), MAC Effectre Rate (MER), Overall Effectre Ducount
{OED), Specialty dscount rate (SFx)

Numernc contimmous vakes

Cuarantee Rate (RetadMad)

Numeric contmuous vabes

«  how rebates and other -
discounts are handled,

« how pharmacy provider
networks are managed,

* how audits and oversight are
handled, & more

Rebate offering type

for example, Split Cmly, Spht with Min Guarantee, Guarantee Only

Chent share of rebates

MNumenc contmuous vahes

Rebate chent share payment frequency

for example, 30 Days, 60 Day, 90 Day, 120 Days, 130 Days, 180
Davs

Chent share of price protection payment

Numeric contmuous vabes

- The contract terms — not just
the drugs used — determine
how much of that spend stays

Miscellaneous Terms

Type of payment

for example, Admmstratrre Allowance, General Credit,
Implementation Credit

Amount of payment

MNumenc contmuous vakhes

Metne used for payment

for axample, Flat Dollar, Per Member Per Month, Per Nat Naw
Employas

Payment terms

for example, Anmually, Contract Term, Quartey, One Tine

Toomg of market check

for example, After 12 Months, After 18 Months, After 24 Months,

Anytme

with plan sponsor

HA 2026 Al rights reserved.

Source: https://compass-lexecon.files.svdcdn.com/production/files/documents/Carlton-PBM-Report-Sections-I-VII-2025.04.22.pdf?dm=1749569233



PBM Contract Design

Traditional

Pass-Through

Spread Pricing
(PBM retains difference between

Plan pays cost paid to the provider

Prug Pricing charge to plan and payment to (May or may not be Cost-Plus)
provider)
Retained or Partially Retained by Manufacturer Rebate Payments Passed
Rebates
PBM to Plan Sponsor
PBM Multiple Revenue Streams Administration Fee
Revenues (Spread + Retained Rebates +  (Generally, per claim or Per Member per

Others)

Design Simplicity & Predictability

Month [PMPM])

Cost Control & Accountability

3A 2026 Al rights reserved.




PBM Contract Examples

Retail Non- Specialty Pharmacy — National Network PPO or HDHP
National Network Brand Discount AWP —19.00%
Retail 90 Day Network Brand Discount AWP -19.25%
Generic - Flat Discount AWP — 86.00%
Dispensing Fee National Network-Brand and Generic per Claim $040
Dispensing Fee Retail 90 Day-Brand and Generic per Claim No Dispensing Fee
Mail Order/Maintenance Pharmacy PPO or HDHP
Brand- Flat Discount AWP — 25.00%
Generic - Flat Discount AWP — 8850%
Dispensing Fee Brand and Generic per Claim No Fee
Specialty at Retail PPO or HDHP
Brands | AWP — 17.5% + $0 40 Dispensing Fee
Generic | AWP —40.00% + $0.40 Dispensing Fee
Specialty at Retail Limited Distribution Drugs
AWP —10.00% + $.0.40 Dispensing Fee
(With & Without Access)
Client-Owned Pharmacies PPO or HDHP
Brand Pass Through Rates and Fees
Generic Pass Through Rates and Fees

Dispensing Fee

Pass Through Rates and Fees

Mail/Maintenance Choice PPO or HDHP
Brand AWP- 19.50%
Flat Generic Discount AWP- 91.75%
Dispensing Fee (Brand & Generic) $0 00 per claim
Administrative Fees PPO or HDHP

Client Owned Pharmacy Administration Fee

$150 per claim

Electronic Claim Administration Fee

$0.00 per claim

Manual Claim Administration Fee

$150 per claim

https://ifportal.everettwa.gov/WebLink/0/edoc/1842923/Healthcare%20Management%20Administrators%20(HMA) %20
2202025.pdf

IPATING PHARMACY

BRAND

= PPO/HDHP AWP —20.1%
GENERIC

*  PPO/HDHP AWP —86.3%
RETAIL MAINTENANCE NETWORK (84-90 DAYS’ SUPPLY)
BRAND

* PPO/HDHP AWP —23.55%
GENERIC

= PPO/HDHP AWP —86.3%
MAIL SERVICE PHARMACY
BRAND

* PPO/HDHP AWP —25%
GENERIC

* PPO/HDHP AWP —88.75%

https://tetoncountywy.gov/DocumentCenter/View/29300/05073-RX-Benefits-Amendment

The TPA through its Pharmacy Baneft Manager affiiate OptumPx will provide Pharmacy Benefits Sarvices. Fess assume the pharmacy benefits progran

Rates are contingant upon adeption of Optumi's Broad Network

Traditional Pharmacy Pricing

Customer Name: City of Moline
Plan Effective Date: 1/1/2024

Year 1
Electronic claim agjudication - per claim ' $0.00
Retail
Hrand discount. plus Gspensing Tee IR 1 5045
Het effective ganenic discount, plus dispensing fee B6.00% + 50.45
Retail 50 Rx (Optional)

TECount, pIUs Grspens] 0% + 501

Het effective generic discount, plus dispensing fee B7.00% + 50.00

Home Delivery
Tanddicourt s dspeneng e EEEIRO
et effective generic discount, pius dispensing fee 83.50% + $0.00
Rebate Fee Credit Options:
Fremium FOL Rebate Fee Credit 324.00)
Select Comprehensive Rebate Fee Credit {318.00)
Averag.e Annual Rebate Guarantee - Rebate Fee Credit Elected
Ingredient Cost AWP-20.10% AWP- 23.00% AWP-20.35% AWP-20.85% mium - ing - & an m A
Guarantee Premium PDL Rebate (Retail 80 - Excluding Speciaity) - Fixed Per Net Paid Brand Claim $675.00
Brands Fremium POL Rebate (Homa Deiwery - Excluding Specialty) - Fised Per Net Paid Brand Claim 5675.00
Dispensing FPremium PDL Rebata Shars (Spacialty) - Fied Per Net Paid Brand Claim 52,380.00
Fee/Rx $0.40 50.40 $0.40 50.40 Select Camprehensive Rebate (Retal 30 - Excluding Specialty) - Fixed Per Net Paid Brand Claim 5220.00
Guarantee Select Comprehensive Riebate (Retai B0 - Excluding Specialty) - Fixed Per Net Paid Brand Clam 5650.00
‘Select Comprehensive Riebate (Home Delivery - Excluding Specialty) - Foied Per Met Paid Brand Claim $650.00
Average Annual Select Comprehensive Riebate (Specialty) - Fixed Per Met Paid Brand Clam 52,350.00
Ingredient Cost AWP- 86.00% AWP- 86.00% AWP- 86.00% Rebate Guarantes - Rebate Fee Credit Walved _
Fremium PDL Rebate (Retal 30 - Exciuding Speciaty] - Fired Per Net Pad Brand Clam T
. Guarantee Premium PDL Rebate (Retsil 90 - Exciuding Speciaty) - Fixed Per Net Paid Brand Claim 5835.00
Generics Di n Premium PDL Rebate (Home Deivery - Excluding Specialty) - Fixed Per Nt Paid Brand Claim $1,020.00
ispensing Premium PDL Rebate Share [Spaialty) - Foed Per Net Paid Brard Claim 53,625.00
Fee/Rx $0.40 $0.40 $0.40 $0.40 ) ) )
Select Comprehensive Rebate (Retail 30 - Excluding Specialty) - Fixed Per Net Paid Brand Claim 5315.00
Guarantee Select Comprehensive Rebiate (Retai 80 - Excluding Specialty) - Fixed Per Net Paid Brand Claim 5015.00
*EAN/WAN/CAN rates apply to both Exclusive and Incentive options. Select Comprehensive Rebate (Home Delivery - Excluding Specialty) - Fxed Per Net Paid Brand Claim 5835.00
Select Comprehensive Rebate (Specialty) - Fixed Per Net Paid Brand Claim 53,425.00
https://mccmeetingspublic.blob.core.usgovcloudapi.net/jacksonmo-meet-270cd18613734fab811e811075d4ef01/ITEM- Credite and Allowances
UMR/OptumRx Integration Credit $3.00 PEPM

Attachment-001-cf9e642c9ad34b829121e2b344105572.pdf

2026 All rights reserved.

Customer will recaive an integration credit that is funded by the TPA.

https://d3n9y02raazwpg.cloudfront.net/molineil/0f32899e-8c49-11ed-9024-00505691 83fa-b724a67e-bd88-4dab-8a04—9




Plan Sponsor
Audit
Findings



PBM Audits

» PBM contracts include contract guarantees that are assessed
retrospectively

» In general, PBMs are responsible for charging their clients for claims
as incurred and measuring the performance against guarantees

» Audits assess performance independent of PBM calculations and
assess performance against contract expectations

HA 2026 All rights reserved. 1



Compass Rose Health Plan
PBM: Express Scripts - Audit period: 2017-2022 - OPM OIG, Nov 2024

$58 M * ESI allegedly charged the plan more than it
reimbursed retail pharmacies — pocketing the

Spread On spread — despite a contractual 'no spread'

Retall pass-through arrangement.
* ESI allegedly was already receiving a separate

C|aImS service fee

$9.5M

R b t * ESI's rebate aggregator subsidiary Ascent
e a eS Health Services allegedly collected ~$S70M in

Withheld by [l

Ascent

3A 2026 All rights reserved. https://www.oversight.gov/sites/default/files/documents/reports/2025-01/2023-SAG-019.pdf 12



American Postal Workers Union
PBM: Express Scripts - Audit period: 2016-2021 - OPM OIG, March 2024

*ES| allegedly applied its own internal reimbursement rates —

$1 24 M Spread on higher than what it actually paid pharmacies — overcharging the
Reta” ClalmS plan $12.4M plus $1.9M in lost investment income.

eAscent Health Services (ESI subsidiary) allegedly retained $15.8M
$1 58 M Rebates in manufacturer rebates via internal agreements setting lower
Withheld by Ascent

rebate percentages — the same mechanism found in the
Compass Rose audit.

$68 M Uﬂretu rned *ES| allegedly withheld credits and discounts received from drug

manufacturers and wholesalers, claiming they weren't tied to

Drug PurChaSIng individual drugs. The contract required all such credits to be
Credlts passed through.

$2.5 M Claim
Transaction Fees [ €1 alegedlydid ot passthose credits o the plan as
Not Returned required under pass-through pricing terms.

*Retail pharmacies allegedly credited transmission fees back to

3A 2026 Al rights reserved. https://www.oversight.gov/sites/default/files/documents/reports/2024-10/2022-SAG-029.pdf 13



National Association of Letter

Carriers
PBM: CVS Caremark - Audit period: 2018-2023 - OPM OIG, December 2025

e CVS Caremark allegedly
collected transmission fee
~$7 WY credits from retail pharmacies

. for processing NALC's drug
Transmission claims but did not pass those

Fee Credits credits through to the plan as
Not Returned required under the pass-
through transparency standards
in the OPM contract.

'A 2026 All rights reserved. https://www.oversight.gov/sites/default/files/documents/reports/2025-12/2024-SAG-022.pdf 14



A Model of Financial
Risk to Payers from
Retrospective Price
Concessions

Written by Ben Link, Matt Wine, and Antonio Ciaccia of 3 Axis Advisors on
behalf of the National Alliance of Healthcare Purchaser Coalitions
June 2026

15



Plan Sponsor-PBM Contract
Considerations

Pharmacy Network Rebates

» Drug pricing payment terms » Drug pricing payment terms
within the contract create risks within the contract create risks
that actual payment # contract that actual payment # contract

payment payment

» “Risk Mitigation Pricing” » Significant portion of value
identifies that risk exists, returned via a retrospective
question is where the value of price concession creates net
risk Is recognized price realization risks

16



Pharmacy Network Risk

» Most PBM arrangements are built on

discounts to Average Wholesale Price % OF PLAN EXPENDITURES AT
(AWP) RISK WITH 1% AWP VARIANCE
BETWEEN PLAN AND PHARMACY

» AWP-based contracts are constructed

PERCENT OF PLAN EXPENDITURES

around the highest pricing 6%
extract pricing differences
» A small variance in client AWP-based
guarantee can be valuable to the I I
2%
» \We assessed the value difference in 4
payment based upon the public audits 6%
3% 2% 1% 0 +1% +2% +3%
contracts
HA 2026 Al rights reserved. 17

benchmark, creating opportunities to 4%
2%
0% I
guarantee and pharmacy network
intermediary managing the discounts
of pharmacy “spread” in pass-through
Ry 4



Pharmacy Network Considerations

AWP-based spread pricing vs. NADAC cost-plus

AWP-based spread pricing NADAC cost-plus

AWP - discount % Price NADAC + fee
Manufacturer-set list price — not a real transaction cost pasis CMS-surveyed actual pharmacy acquisition cost, updated weekly
Spread + retained rebates PBM Explicit admin fee only
Multiple opaque streams; dollar amount hidden from plan revenue Single disclosed per-claim or per-member-per-month fee
Low — proprietary MACs o High — public CMS data
arity

Plan cannot verify what PBM actually paid the pharmacy Plan can independently reconcile every claim vs. NADAC
High — manufacturer-set list Inflation Low — tracks real market cost
AWP inflation directly raises plan cost with each cycle risk CMS surveys actual invoice prices; reflects real-world changes
Difficult — opaque layers Straightforward

Auditing
OIG audits repeatedly uncovered hidden overcharges Claims reconcilable against public NADAC files at any time

NADAC = National Average Drug Acquisition Cost, published weekly by CMS. AWP = Average Wholesale Price, set by manufacturers — not a real transaction price.

HA 2026 All rights reserved. 18




Drug Manufacturer Rebate Loss
Risk

» Drug manufacturer price concessions % OF PLAN EXPENDITURES AT
UL RISK WITH 1% LESS BRAND
have gEown significantly ove’r’ the CLAIMS PAYING A REBATE
years (“Gross-to-Net Bubble”)

2.10%

» The more value that exists o
retrospectively, the greater the risks
are to the plan that the value is not
fully recognized

PERCENT OF PLAN EXPENDITURES
]

» \We modeled potential value lost
based upon typical contract terms and A
audit findings

-2.10%

-3% -2% -1% 0 +1% +2% +3%

3A 2026 All rights reserved. 19



340B Duplicate Discount
Exclusion Risk

What is 340B? Federal program requiring drug manufacturers to sell outpatient drugs
at steep discounts (50%+) to safety-net hospitals and clinics (covered entities). The
covered entity buys the drug cheaply, bills the plan at full negotiated price, and keeps
the spread. Plans and PBMs are not direct parties to the 340B transaction.

©

Covered Entity Purchases Member Fills at Covered PBM Submits Rebate Drug Manufacturer Denies
Drug at 340B Price Entity or Contract Pharmacy Request Rebate

Rebate Risk: Manufacturer identifies the claim as 340B-dispensed (with discounts “pre-
loaded” for the 340B covered entity) and refuses to pay the rebate the PBM submitted. The
plan loses rebate dollars and may be exposed to the full price on the medication.

Some of the largest 340B contract pharmacy participants in the program are PBM-affiliated
pharmacies

3A 2026 All rights reserved. 20



PBM-owned GPOs

What is a PBM GPO? Starting around 2019, the Big Three PBMs created subsidiary "group
purchasing organizations" — Ascent (Cigna/ESI, Switzerland), Zinc (CVS Caremark,
Minnesota), and Emisar (OptumRYx, Ireland) — to serve as the legal counterparty in
manufacturer rebate contracts. Manufacturers pay rebates and fees to the GPO; the GPO
remits a portion to the PBM. What the GPO keeps never reaches the PBM nor the plan.

Drug Manufacturer pays PBM-owned GPO collects PBM Passes Through “100%”
Rebate GPO & Other Fees Rebates Received by PBM

PBM contracts promising 100% rebate pass-through may apply only to what the PBM
receives from the GPO. The GPQ's own admin fee is deducted upstream. The FTC calls this
a semantic shell: the pass-through promise is real, but the baseline it applies to has already
been reduced.

HA 2026 All rights reserved. 21



Combined Risk Framework

> Many plan sponsors' goalis o SpglGl &0 e R
G 0 C
lower prescnphon drug IN UNDERLYING PERFORMANCE
Spend|ng AS A PERCEE)?IPTSA?DEIPUFRIELSAN GROSS

» Recognizing that existing PBM AP arence  RRebee Producton arance - =GR fee
contracting represents trade-
offs may present opportunities
to reduce pricing without
significant plan disruption

00 00 00
3A 2026 All rights reserved. 22




Go Forward
Considerations



Will marketplace reform actually
happen?

» Don't expect market to change until employers change what they're
asking for

» Evidence of current success
— Small PBM growth
— Cost Plus Pharmacies
— Cost Plus Platforms (Cuban / Trump RXx)
— Meaningful legislative success (federal & state)

HA 2026 All rights reserved. 24



What Employers/Purchasers Can Do:

i ‘
gf ~ Move pricing upstream where possible.
Ho) Shorten the reconciliation window.
// = \
EQ Strengthen audit rights.
-OF
gy
‘ E@ , Tighten contract definitions.
<Q’, | Focus on net outcomes.
3 Analyze group purchasing organizations (GPOs)

and rebate aggregator arrangements.

* J National Alliance
—> of Healthcare Purchaser :f:trl_ t :-q:;.

=&

Fl = L LY -TaTa B
2diln, cQuIly anad Yalle



Rebates and Retrospective
Discounts in Pharmacy

Benefit Management

THE RISK TO EMPLOYERS/PURCHASERS—AND WHAT TO DO ABOUT IT

ACTION STEPS
FOR EMPLOYERS/
PURCHASERS

Move pricing upstream
where possible.

Shorten the reconciliation
window.

Strengthen audit rights.
ighten contract definitions.
Focus on net outcomes.

Analyze group purchasing
organizations (GPOs)

and rebate aggregator
arrangements.

SEE MORE DETAILS ABOUT THESE

ACTION STEPS ON PAGE 3.

ost PBM contracts rely
onrebates and other
retrospective pricing

mechanisms — including discounts,
guarantees, and reconciliation
processes that determine the final
net costof drugs — only after claims
have already been processed.

These tools are often framed

as cost-saving features, but for
employers and plan sponsors, they.
alsocreate aless visible problem:
They shift financial risk away from
the intermediary and onto the
purchaser.

Plan sponsors often pay a higher
price upfront, while the true net
priceis sorted out later through
rebates, exclusions, reconciliations,
and other calculations they do not
fully control. What may look like
savings on paper is often delayed
and of conditional value. This
matters for employers working to
effectively manage benefits because
it makes pharmacy spending less
predictable and less transparent.

Employers/purchasers are
unlikely toview something as a
cost-control measure when the
final price is determined months

National Alliance

rchaser Coalitions

— L LT e Tw.

after the purchase through
opague caleulations controlled
byaconflicted third party. When
net drug costs depend on rebates,
exclusions, and reconciliations
controlled by others (who directly
benefit from the decisions being
made), costs become less certain,
accountability is weaker, and
expected savings may not be fully
realized.

This summary highlights why this
matters for employers/purchasers
and outlines practical steps they
can take to reduce exposure.

THIS IS A HIGH-LEVEL SUMMARY
OF A COMPREHENSIVE WHITE
PAPER WRITTEN BY BEN LINK,
MATT WINE, AND ANTONIO
CIACCIA OF 3 AXIS ADVISORS

ON BEHALF OF THE NATIONAL
ALLIANCE. The full report examines
the systemic financial risk embedded
in retrespective pricing and rebate
guarantees that
dominate PBM
contracts across
commercial, Medicare,
and Medicaid markets.

Rebates and Retrospective Discounts in Pharmacy Benefit
Management — Summary & Full Report Available Now

\ Model of Financial
lisk to Payers from
etrospective Price

-
= UL L=

Lf O =

_oncessions

Written by Ben Link, Matt Wine, and Antonio Ciaccia of 3 Axis Advisors on
behalf of the National Alliance of Healthcare Purchaser Coalitions
June 2026
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Ben Link, PharmD
Vice President, Pharmacy
3 Axis Advisors

ben@3axisadvisors.com
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Upcoming Events

PRE-CONFERENCE WORKSHOP

HIGH-COST CLAXMS

Manage Complex Oncology Care and Costs

Monday, November 16, 2026
12:45 p.m.-5 p.m. (ET)

Crystal Gateway Marriott | ARLINGTON, VA

Pre-Conference Workshop

5
ioh- T A N AR &) tationa Atance
High-Cost Claims: Manage Oncology and AL AATTEEN,
Complex Care Costs
November 16, 2026 Ry &5 i/ o

Crystal Gateway Marriott, Arlington, VA . L B NUAL FORUM

§ SEEING CLEARLY, ACTING BOLDLY:
EMPLOYERS MOMENT OF TRUTH

2026 Annual Forum
November 16 — 18, 2026
Crystal Gateway Marriott, Arlington, VA

For more information, please contact
Karlene Lucas Klucas@nationalalliancehealth.org
Mary Adewole Madewole@nationalalliancehealth.org

National Alliance

of Healthcare oalltio

L & . | oo |


mailto:Klucas@nationalalliancehealth.org
mailto:Madewole@nationalalliancehealth.org
https://nationalalliancehealth.swoogo.com/2026AnnualForum
https://nationalalliancehealth.swoogo.com/2026HCC

Appendix

HA 2026 All rights reserved. 29



Drug
Channel




b

The U.S. Pharmacy Distribution and Reimbursement System for
Patient-Administered, Outpatient Brand-Name Drugs

Services agreement Formulary agreement

" e ————— = - - —— e e
i Wholesaler payment for product Rebates (DIR) & e 2 ]
1 Manufacturer © :
i | Third-Party Payer /
} B S Health Plan
]
: - g 4
! : 2| %Pass | 1
v i § through | |
! 1
Product shipment . of rebates; |
B‘ < 1 Service and . " and fees i i
- i Data fees L Il
]
oy g Product shipment } (specialty) Z i
Wholesaler Negotiation 1 ) Cmmmmmmm————— -
) : Pharmiacy Benefit Reimbursement to PBM
-» ] . -
GPO : PSAO Mamasce (including any networl
1
1
T Participation i Participation

Pharmacy payment for product Prescription reimbursement

1
1
1
1
1
]
]
]
1
]
) 4 :
___________________________________ R, | e e i
W Network participation :
Prime vendor agreement a— DIR E
Pharmacy ===ecccccc e —————— i
; & H
Dispense ! Copayment or E
rescription 1 i 1
~—* Product Movement e § AEREEEENE i
. ’ @ 1
---+ Financial Flow i
1
. Bl VIR e e e e i e e i e 1
— Contract Relationship NLranca premiuins
Patient

GPO = group purchasing organization; PSAO = pharmacy services administrative organization; DIR = direct and indirect remuneration
Source: Economic Report on U.S. Pharmacies and Pharmacy Benefit Managers, Drug Channels Institute (https://drugch.nl/pharmacy). Chart illustrates flows for
Patient-Administered, Outpatient Drugs. Please note that this chart is illustrative. It is not intended to be a complete representation of every type of product
DRUG CHANNELS INSTITUTE R . N
An HMP Global Company movement, financial flow, or contractual relationship in the marketplace.

BA 2026 All rights reserved. 3]




Today’'s Pharmacy Customer

Number of People

» Today, more than 8 out of 10
people have prescription drug
Insurance

= Have Prescription Drug Insurance
= Do Not Have Prescription Drug Insurance
Source: https://health.gov/healthypeople/objectives-and-data/browse-objectives/health-care-access-and-quality/increase-proportion-

3 people-prescription-drug-insurance-ahs-03
2026 All rights reserved. 32



Today’'s Pharmacy Customer

NHE Expenditures, ($ Billions)

m Patient Out of Pocket m Health Insurance

» In 2024, national retall

prescription drug expenditures = Other Third Party Payers
totaled $467 billion, with patient 19
cost share being $55 billion
(12%)

» Today, the largest pharmacy
customer is the person’s

Insurance
87%

Source: https://www.cms.gov/research-statistics-data-and-systems/statistics-trends-and-
BAGB&ni r& tionalhealthexpenddata/nhe-fact-sheet

S reserve
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Today’'s Pharmacy Customer

NHE Expenditures, ($ Billions)

» Of the sources of Health
Insurance, the majority get their
insurance from private health
insurance plans Medicare

» The most dominant source of
private health insurance plans
IS employer-sponsored health
care Private Health

Insurance Other
42% Health

Insurance
Programs
4%

Other Third Party Payers
2%

ource: https://www.cms.gov/research-statistics-data-and-systems/statistics-trends-and-

S
gAeB&gimghﬁisggsgmgaIthexpenddata/nhe-fact-sheet -




Vertical Business Relationships Within the U.S. Drug Channel, 2026

§ THE

BlueC ’ Elevance,
¥ Biueshield "'CIGQQ CENIF/”EO” ¥ CVSHealth. Health HUmManNa.  ynireoHeaLTH Grour

205 . . 2
ST Medicaid Anthem Lelv) United
insurer eten Cigng BN getna ent ymana O Rl
ASO/TPA platform? e

F 2 o e . ]
uminare health’  Allegiance:  @ambetter  MeritainHeatth  JHERS UMR

an®aetna company riBen ———

3 o CENTENE 9
PBM ., 3 Prim@:-, ExpressScripts._.___ puarmacy YCVsS ---Sgcarelog, Humana Optum Rx

1
PISARRUTER: | ooy SERVICES 8 caremark” ! Pharmacy Solutions.
; !
Health i
GPO o =>Ascent | Sorices _ (’ Z|nc<-' . " _ EMISAR
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PBM = pharmacy benefit manager; GPO = group purchasing organization; LTC = long-term care; TPA = third-party administrator; ASO = administrative services only
Many large employers self-fund their health benefits and contract with ASO/TPA platforms for claims administration and netwark access.
Luminare Health {formerly known as Trustmark Health Benefits) was acquired by Health Care Service Corporation (HCSC) in October 2022 and now operates as an HCSC-owned third-party administrator. HCSC also holds an stake in Prime Tt
Prime Therapeutics sources formulary rebates from—and has a 105% ownership interest in—Ascent Health Services, which is part of Cigna's Evernorth segment.
Synergie is a buying group focused on medical benefit drugs. Its primary owners are: Prime Therapeutics (40%); Elevance Health's CarelonRx {26.7%); and Evio Pharmacy Solutions (17.2%), which is itself owned by six Blue Cross Blue Shield health plans.
Prime ics Pharmacy was previously known as Magellan Rx Pharmacy. Some Prime clients can use Express Scripts for mail/specialty pharmacy services.
In 2023, Cigna’s Evernorth Health Services acquired a 49% ownership interest in CarepathRx Health System Solutions, which assists hospitals and health systems with specialty pharmacy operations. In 2025, it acquired the remaining 51%, giving it full ownership of CarepathRx. in 2025, Evernorth also invested $3.5 billion for an
ndisclosed stake in Shields Health Solutions, the former Walgreens Boots Alliance subsidiary with a similar hospital-focused specialty pharmacy model.
In 2022, Cigna invested $2.7 billion for an 14% stake in . Following Syc Partners’ 2025 of Wal Boots Alliance, VillageMD is now a standalone private company. In 2024, Cigna determined that its investment in VillageMD was fully impaired and recorded  $2.7 billion loss.
. Centene began outsourcing its PBM operations to Express Scripts in 2024. In 2023, Centene rebranded its Envolve Pharmacy Solutions pharmacy benefit subsidiary as Centene Pharmacy Services.
9. CarelonRx sources formulary rebates from—and has an undisclosed minority interest in—zinc Health Services, which is a subsidiary of CVS Health.
10. In 2024, UnitedHealth Group acquired CPS Solutions, which provides specialty pharmacy services to hospital and health systems.
11. In May 2026, the U.S. Bankruptcy Court for the Northern District of Texas apDIOVLd the sale of Omnicare to GenieRx Holdings LLC.
Source: The 2026 Economic Report on U.S. Pharmocies and Pharmacy Be qers, Exhibit 267. Exhibit does not illustrate every subsidiary business operated by each company.
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Pennsylvania Act 77 Fully-Funded

Health Insurance Market
Per Member Per Month

Figure 2. Overall Markel Trends - PMPM
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Pennsylvania Act 77 Fully-Funded

Health Insurance Market

Spread

Table 2. Spread Per-Prescription and Estimated Totals

Spread Per Spread Per Spread Per Mean Spread
Year & PBM Prescription at | Prescription at | Prescription at : Per Total Mean Eip.read
the 25t the S0t the 75t Prescription (Estimated)
Percentile Percentile Percentile

2022 $2.57 $12.70 $16.37 $7.72 $ 42,518,622
Caremark $196.76 $ 194.60 $197.14 $ 199.82 $13212610
Express Scripts $(25.39) $(14.86) $(9.39) $(18.75) % (76,473,646)
OptumBx $122.18 $121.73 $119.08 $119.89 $ 138,150,424
Prime Therapeutics | $(7.78) $ 48 81 $ 4490 $232 $ 496,521

2023 $ 4.86 $11.78 $9.50 $6.13 $ 23,342,234
Caremark $ 228.60 $221.38 $ 22096 $226.72 $ 10,255,670
Express Scripts $(19.63) $(11.95) $(15.14) $(17.67) $ (46,760,783)
OptumBRx $ 11062 $ 11062 $110.74 $110.67 $ 106,104,062
Prime Therapeutics | $17.13 $50.27 $ 60.26 $519 $ 808,602

2024 $245 $7.91 $6.49 $3.43 $ 15,438,147
Caremark $207.37 $203.17 $ 204.59 $ 20731 $ 5,402,219
Express Scripts $(14.03) $(8.77) $(11.63) $(12.17) $ (32,594 908)
Navitus $(18.87) $(16.20) $(2.04) $ (26.56) $(19,199.786)
OptumBx $3922 $ 13922 $ 13922 $ 13923 $ 128,830,770
Prime Therapeutics | $9.59 $ 74.66 $77.99 $ 533 $ 757,805

[
:A 2026 All rights reserved.
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Pennsylvania Act 77 Fully-Funded
Health Insurance Market

Rebate

Table 1. Pharmacy Type and Affillation Per-Prescription Costs

Year, Distribution M;::::lpi:“ Total Cost per Rebates per Percent Total
Channel & Affiliation S Prescription Prescription Scripts
Prescription
2022 $11.86 $107.92 $ 24.63 100%
Mail $12.85 $125.27 $35.49 95% | — Rebates
Affiliated $1294 $124.26 $3562 9.1%
Non-Affiliated $1054 $149.45 $3237 0.4% retu mn ~30%
Retail 51154 $101.16 $2236 90.2% Of
Affiliated $83.60 $915.97 $ 288.87 0.7% o
Non-Affiliated $10.94 $94.37 $20.14 89.5% preSCH pt|0n
2023 $15.12 $115.39 $35.34 100%
Mail $13.77 $125.10 $ 41.66 12.4% payment
Affiliated $13.86 $124.00 $41.92 12.0%
Non-Affiliated $11.29 $156.30 $34.18 0.4%
Retail $1494 $106.92 $32.86 87.2%
Affiliated $79.03 $1,032.57 $334.77 1.0%
Non-Affiliated $1424 $ 96.68 $29.52 86.2%
2024 $14.13 $126.43 $31.85 100%
Mail $1439 $136.52 $4555 10.3%
Affiliated $1452 $134.79 $46.74 9.8%
Non-Affiliated $12.06 $169.70 $22.80 0.5%
Retail $13.46 $112.76 $29.16 88.7%
Affiliated $120.25 $1.41854 $424 27 0.6%
Non-Affiliated $12.75 $103.98 $26.51 88.1%
Note: Unknown or other distribution channel is excluded fiom this table as it accounted for less than 1 percent

of overall scripts for all years.
HA 2026 Al rights reserved. 38
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