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Scope of Report

This annual report is limited to the fully funded health insurance commercial market in Pennsylvania: individual
health benefit plans and large or small group employer plans that are insured where a licensed insurance company
bears the risk. Employer-based self-funded plans, which are regulated under federal law (even if administered by a
licensed insurance company), government programs for health care coverage (including Medicare, Medicaid, CHIP,
and Tricare), and limited benefit policies are outside of the scope of Act 77 of 2024 and this report.

Background

Section 703.1 of Act 77 of 2024, known as the Pharmacy Benefit Reform Act (codified at 40 P.S. § 4533.1), requires
registered Pharmacy Benefit Managers (PBMs) to file annual transparency data with the Pennsylvania Insurance
Department (“PID” or the “Department”). Beginning July 1, 2026, and annually thereafter, registered PBMs must
submit data for each fully insured health insurer client® in PA from the prior calendar year. The statute specifies that
the transparency report must contain the following information:

1) The aggregate amount of all rebates that the PBM received from all pharmaceutical manufacturers for all
health insurer clients and for each health insurer client.

2) The aggregate administrative fees that the PBM received from all manufacturers for all health insurer clients
and for each health insurer client.

3) The aggregate-retained rebates that the PBM received from all pharmaceutical manufacturers and did not
pass through to health insurer clients.

4) The highest, lowest and mean aggregate retained rebate percentage for all health insurer clients and for
each health insurer client.

5) Fora PBM that controls or is affiliated with a pharmacy, a description of any differences between what the
PBM reimburses or charges affiliated and nonaffiliated pharmacies.?

Once PID receives these reports, within 60 days of receipt, the Department is required to post an aggregated report
on its website based on the PBM-reported data, meeting the following requirements:

1) Does notdisclose the name of a PBM.

2) Does notdirectly orindirectly disclose the identity of a specific health insurer client or present information in
a manner that can be extrapolated to identify a specific health insurer client.

3) Does not list the price or prices charged for a specific drug or class of drugs.

4) Does not specify the amount of any rebates provided for a specific drug or class of drug.?

Act 77 further specifies that the data submitted for the transparency report:

shall be privileged and given confidential treatment and shall not be:
i. subjectto discovery or admissible as evidence in a private civil action;
ii. subjectto subpoena;
iii. subjectto access under the act of February 14, 2008 (P.L. 6, No. 3), known as the Right-to-Know Law; or
iv. made public by the department or any other person without the prior written consent of the PBM, insurer
or insurance group to which it pertains.*

TUnder Act 77, “health insurer client" includes both a health insurer and a health benefit plan offered by a health insurer.
240 P.S. §4533.1(a).
540 P.S. §4533.1(b).
440 P.S. §4533.1(d).
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Executive Summary

For the 2025 reporting year (January 1, 2025, through December 31, 2025), PBMs managing fully insured plans in
Pennsylvania reported receiving $1.9B in manufacturer rebates and collecting $132.04M in administrative fees. Of
the total rebates, $1.87B (97.8 percent) was passed through to health insurer clients, while $42.14M (2.2 percent)
was retained.

In compliance with the nondisclosure requirements for this report, the Department can provide the following
information regarding the 2025 PBM-reported dataset:

I.  PBMand Health Insurer Client Data
Total Number of Participating PBMs in the 2025 Dataset: 6
Total Number of Health Insurer Clients® Reported by the PBMs in the 2025 Dataset: 9,820

II.  Annual Aggregate Metrics

Metric 2025
Total Rebates Received $1,912,941,596.15
Total Administrative Fees Collected $132,040,239.68
Total Rebates Passed Through $1,870,798,110.27
Total Rebates Retained $42,143,485.88
Total Rebates Passed Through Percentage 97.80%
Total Rebates Retained Percentage 2.20%

1. Rebate Retention Profile

e As noted above, the total amount of rebates retained by all PBMs in this study is $42.14M, which is
2.20 percent of all drug manufacturer rebates received. While PBMs retain a portion of rebates, most
are passed through to health insurer clients.

e Additionally, the variation observed across PBMs and their health insurer clients may reflect the
ongoing implementation of section 601(b) of Act 77, which requires that at least 95% of rebates be
passed through to health benefit plans.

V. Highest, Lowest, and Mean Aggregate Retained Rebates
Act 77 requires each PBM to submit for this report the “highest, lowest, and mean aggregate retained rebate
percentage” for all health insurer clients and for each health insurer client.” However, the Department may
not publish a report that discloses the name of a PBM or directly or indirectly discloses the identity of specific
health insurer clients.

Because reporting deidentified PBM-specific retained rebate percentages at the (deidentified) client level
could unintentionally reveal a PBM or health insurer client’s identity, particularly when it serves only a small
number of clients, the Department evaluated each PBM’s data and determined the highest aggregate
retained rebate percentage across its health insurer clients to establish a market-wide range. The analysis
showed:

5“Health Insurer Clients” are health insurers and health benefit plans offered by a health insurer. The term captures the fully-
funded large group and small group markets.
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o The retained rebate percentage across the market ranged from 0 percent to 100 percent,
depending on the PBM. Some PBMs pass through 100 percent of manufacturer rebates to their
clients, retaining 0 percent, while others retained 100 percent. However, these extremes do not
representtypicalrebate retention practices. Although a PBM’s highest retained rebate may reach 100
percent, this may correspond to a single client or even a single drug.

o The average market-wide weighted retained rebate percentage in 2025 was 0.74 percent. The
average retained rebate percentage was derived by weighting each PBM’s mean client rebate
retention according to its total rebate volume. This metric reflects the full distribution of rebate
retention across clients, where lower retained rebate percentages occur far more frequently and
therefore reduce the overall market wide average to below one percent.

Non-Affiliated and Affiliated Pharmacy Reimbursement Comparison
Among PBMs that are affiliated with pharmacies, strategies for reimbursement to affiliated pharmacies were
the same as or comparable to strategies for reimbursement to non-affiliated pharmacies.

Administrative Fees

In 2025, PBMs reported a combined $132M in administrative fees. Under Act 77, administrative fees are the
fees paid by drug manufacturers to PBMs for administrative services. Some PBMs that pass through 100
percent of manufacturer rebates may recover their operating costs through higher administrative fees or
through other funding mechanisms not captured in this report, while others may keep administrative fees
low but retain a portion of manufacturer rebates as a source of operational funding.

Key Insights

e This analysis illustrates the central role PBMs play in the drug coverage landscape, particularly in
facilitating access to drug manufacturer rebates for insurer clients.

e Most manufacturer rebates are being passed back to health insurer clients (almost 98 percent), which
may help offset plan costs.

e Some PBMs retain a small portion of rebates which may help to fund their operations, while other PBMs
pass 100 percent of drug manufacturer rebates to their clients and may instead use administrative fees
to help fund their operations. PBMs may also use other funding mechanisms for their operations entirely,
but that information was not collected as part of this report.

e Manufacturer-provided rebates appear to significantly affect drug chain economics. They also likely
influence how insurers make decisions about formularies and plan benefits, though pricing and
decision-making processes are not transparent.

¢ Reimbursement strategies were reported as being the same or comparable across non-affiliated and
PBM-affiliated pharmacies.

Compliance & Transparency Assurance
This report complies fully with Act 77 and related regulations. All data are aggregated and de-identified; no

confidential business information, PBM identities, insurer names, or drug-specific rebate data are disclosed.

Report Availability
This report is available under the “Reports” section of the Pennsylvania Insurance Department website.
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