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( The PBM Industry Is Dominated by the “Big 3” Conglomerates

¢

MARKET SIZE

CVS
Health

(AETNA)
27%

OptumRx

(UHC)
23%

Express-Scripts

(CIGNA)
30%

Data Source: DrugChannels, 2025

$600 BILLION



S The PBM’s Evolving Role Within the Supply Chain

Rebate
Pharma
Aggregator Manufacturers

=, kﬂ
Provider m
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Mail Order Virtual
Sponsor & Specialty Re-Labeler

Retail
Pharmacies
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( Where Does a Typical PBM'’s Profit Come From?

¢

B

r—

Admin
Fees

Retail
Network

Mail &
Specialty

Pharma
Revenue

Profit Source

Administrative Fees
Clinical Program Fees
Retail “Spread”

MAC Lists

Network Fees

Mail Order Pharmacy

Specialty Pharmacy

Manufacturer
Payments

Data Sale Revenue

Virtual Relabeling

Method of Profit

Per claim or PEPM/PMPM service fees.

PBM charges client more than they reimburse the pharmacy.
PBM juggles clients across multiple MAC lists to game outcomes.

PBM collects “participation fees” and “clawbacks” from retailers.

PBM dispenses drugs at a higher cost than they acquire them.

PBM dispenses specialty drugs with unknown retained margin.

PBM receives multiple revenue streams from pharma, sharing
only a portion with the plan.

PBM sells aggregated claims data to pharma for market research

PBM co-markets drug product with manufacturer, controlling the
price and retaining an unknown amount of revenue

Potential Conflicts of Interest

v

X X X X X X

None

PBM benefits from increasing drug
prices. MAC contributes to price
volatility for patients.

PBM will maximize the volume
and the price of claims over time.

PBM will steer members towards
most profitable therapies.

PBM will steer members towards
highly rebated products.

Details of data sharing are not
disclosed to patients or plans.

Discourages market competition
and conceals PBM revenue



\¢ Does your PBM make more money
when you spend more money?

RETAINED MAC LISTS

PROFIT FROM

DISPENSING PHARMA & SPREAD
ASSETS REVENUE AT RETAIL

1 [l
1



( A “Journey of PBM Profit” for Specialty Drugs

¢

30043 mi peehiled vyrisger

risankizumab-rzaa
Injection
75

Patient Data
Sold to Pharma

PBM Collects Data
Sale Revenue

Prescription
Submitted

Admin Fee Charged

Rebate Revenue
Collected

PBM Retains Portion
of Rebates

Prior Authorization
Conducted

PA Fee Charged

Clinical Program
Initiated

PBM Collects Funding

From Pharma

Note: Figures above are illustrative estimates based on industry research.

Copay Card Used

Copay Card Fee
Charged

Specialty Drug
Dispensed

Dispensing Profit
Earned




USD Billions

$30B

$25B

$20B

$15B

$10B

S5B

$0B --...IIIIIIIIII|II

Annual U.S. Revenue by Product

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

H Rinvoq

W Skyrizi

B Humira




( PBMs As “Virtual Manufacturers”

& o« .
cordavis’ nuvaila

Owned By Express-Scripts CVS Health OptumRx
Biosimilars
P F 4 Bo . . B. . .
roduct Focus Mail Order Generics iosimilars iosimilars
Headquarters Cayman Islands Ireland Ireland

PBM Controls AWP/WAC? Yes Yes Yes

“We believe we have the opportunity to capture value from our newly created Cordavis business”
- CVS HEALTH Q3 2023 EARNINGS CALL






( Mail Order Magic

¢

LR Total AWP Discount Total Cost

Supply
Retail Maintenance Claims 550,000 $10,000,000 19% $8,100,000
Mail Order Sales Pitch 550,000 $10,000,000 24% $7,600,000
What Really Happens 627,000 $11,400,000 24% $8,664,000
. i ., Would have been Would have been
EOY “Savings” Report 627,000 $11,400,000 19% $9 234,000

Note: Figures above are illustrative.

$500,000 “Savings”

$564,000 Increase

$570,000 “Savings”

RFP data from Big 3 PBMs shows higher rates of

excess day supply dispensed at mail order vs. retail




( Retail Network Magic

Network
Contracted Rate

Pharmacy

Actual Amount Charged

. Comments
Reimbursement to Plan

CLIENT A

Independent

Claim #1 Pharmacy $100
Claim #2 Owned $120
Pharmacy

Independent is temporarily
shortchanged

CLIENT A sees S20 artificial
“savings” vs. Independent

S60 $100

$120 $80

CLIENT B

Claim #3 Independent $100
Pharmacy
. Owned
Claim #4 Pharmacy S120

Total Reimbursement to Owned Pharmacy

Total Reimbursement to Independent Pharmacy

Independent is made whole for
prior reimbursement shortfall

CLIENT B sees $20 artificial
“savings” vs. Independent

$140 $140

$120 $120

$240 4= (Owned Pharmacy is Reimbursed More
$200

CLIENT A ”Savings” for using Owned Pharmacy
CLIENT B “Savings” for using Owned Pharmacy

$20

s I— Owned Pharmacy Appears Less Expensive to Clients
20

Note: Figures above are illustrative.



( Incentives Drive Behavior

¢

How is Your PBM Account Team Compensated?

Sale of Clinical Programs ?
Mail Order Volume ?
Case Profitability ?

Client Satisfaction ?
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The lawsuits allege a “failure to exercise prudence” as a fiduciary in:
 The employer’s selection of a conflicted PBM
* Allowing the PBM to charge exorbitant prices for specific drugs

* Allowing steerage to PBM-owned pharmacies where prices were higher




Lawsuits Focus on Alleged Overcharges for Generic Specialty Drugs
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5& The States: Crucibles of Experimentation for PBM Reform
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Prescription Drug Reform Act
Effective January 2024

* Prohibits “spread” pricing

* Mandates full rebate “pass-through”
to plan sponsors

* Prohibits mandatory mail order

programs
_ * Includes employer-sponsored (i.e.
% ERISA) drug plans covering FL
residents

* Requires annual attestation of
< compliance from plan sponsors

j FLORIDA

WELCOME TO

THE SUNSHINE STATE




_

Act 624 (a.k.a. HB 1150) ——CEEE,

Effective January 2026 WELCOME TO

Arkansas

THE NATURAL STATE

* Prohibits PBMs from owning
pharmacies within the state

M= PBMis NOT WELCOME |Wun—

)

* Challenges “vertical integration’
of PBMs and pharmacies

7




House Bill 1094
Effective January 2027

Mandates full “de-linking” of PBM profit - -y WELCOME TO

from the price of drugs ; | CO LO R A D 0
* Prohibits PBM spread pricing, rebate AP
retention i B

NADAC COUNTRY

R AT e Teni il | ISR

il TP e

* Requires NADAC-based reimbursement for
retail claims

* PBM must fully disclose all revenue streams

e Annual audit rights for plan sponsors to
validate compliance




House Bill 1697
Effective July 2025

Prohibits spread pricing

Prohibits steerage to PBM-
owned pharmacies

Introduces new per-member tax
on PBMs to fund S25M grant for
independent pharmacies

[ PBM TAX APPLIES J




( The States: Crucibles of Experimentation for PBM Reform

¢

Prevents or prohibits PBM Prohibits PBM Requires reimbursement
spread pricing discrimination against based on NADAC or
non-affiliated pharmacies similar index



( Modernizing the PBM Procurement

“Old World” RFP “New World” RFP
Client Is Insulated from Bidders Until Finalist Round Pre-RFP Interviews Provide Valuable Insights
Include Largest PBMs for “Pricing Pressure” Include PBMs Best Aligned with Client’s Goals
Financial Modeling Focuses on Rebates & Unit Cost Holistic Financial Model Accounts for Drug Mix
AWP/MAC Guarantees Required Modern Pricing Formats (like NADAC) Considered
PBM Business Models Not Scrutinized PBMs Commit to Full Financial Alighment

Proposals Bundle “Profit Center” Services Modular Services Stand on Their Own Merits




Pharmacy Purchasing Coalitions
-

Historical Appeal - New World Considerations

Uses purchasing clout to optimize Perceived conflict of interest for
pricing terms — consultant (“steerage”)

Outsource ongoing management ' - Contract terms not always
of the PBM contract - advantageous (i.e. data sharing)

Value-added services built in Often prohibit or discourage
(audit, clinical consultation, etc.) | customization

Knowledge-sharing across Negotiating leverage may be less
coalition members impactful in a cost-plus world




( Brokers & Consultants: Key Considerations

Full
Disclosure
of Revenue

Sources




( What Does The Future Hold?

e Continued state regulation of PBMs
* Potential federal PBM regulation

* Increased adoption of cost-plus
benchmarks (i.e. NADAC)

* Increased interest in modular
pharmacy benefit arrangements

* Decrease in mandatory/exclusive
Mail Order arrangements

 Decreased focus on Rebates as
driver of vendor selection
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