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Dear Mr. Joyner,

As deliberation continues on the expiring Enhanced Advance Premium Tax Credits (eAPTCs), it
is critical we draw attention to a key driver of rising healthcare costs across all types of American
patients: pharmacy benefit managers (PBMs) such as CVS Caremark. CVS already announced
that Aetna Insurance will leave the ACA Marketplaces at the end of this year, coinciding with the
expiration of the Biden Bonus payments.

For the 2026 plan year, the largest Tennessee carriers will increase rates by 30 to 42 percentage
points.! Benchmark rate filings revealed that the expiration of the Biden Bonus payments
account for just four percent of average premium increases next year, leaving a massive portion
of that premium increase unaccounted for in the conversation.” As expiring federal subsidies
account for only a small portion of healthcare premium increases, Congress must consider why
healthcare costs have really become unaffordable.

President Trump has, rightfully, called for ending the massive taxpayer subsidization of big
health insurance companies. CVS is the largest. most vertically integrated company in
healthcare, and the federal government has quickly become CVS’s largest funder. CVS Health,
the fifth-largest company in the United States by revenue,’ owns the second-largest pharmacy
benefit manager (Caremark), the largest retail pharmacy chain (CVS), and the third-largest health
insurer (Aetna), as well as other subsidiaries that extend into drug manufacturing and rebate
aggregation.! This vertical integration has not led to lower drug prices, but rather consolidated
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power that has enabled a lengthy record of frand, overbilling, unsafe practices, and regulatory
violations across the company, all subsidized by significant taxpayer funding.

CVS itself acknowledges that programs funded by the U.S. federal government account for a
“significant” and growing share of its revenues. Over the last three years, taxpayers have
supplied more than $216 billion in direct revenues to CVS, and that doesn’t include preferential
federal, state, and local tax treatments, government loans, or other subsidies, including the
rapidly increasing ACA subsidies for health plans that CVS has received through its Aetna
Insurance over the past few years.> In 2024 alone, the federal government spent approximately
$89.48 billion directly on CVS, up from $69 billion in 2023 and $58 billion in 2022.5 From
2022-2024, government spending drove more than 60% of CVS’s revenue growth.”

“Programs funded in whole or in part by the U.S. federal government account for a
significant portion of our revenues, and we expect that percentage to increase.” — CVS
Health, 2024 Annual Rc:port.8

As one of the largest PBMs in the United States, CVS Caremark wields extraordinary control
over which drugs are covered and where patients can fill prescriptions, whether those patients are
insured by Aetna or by other plans. The Federal Trade Commission (FTC) has accused Caremark
of inflating insulin prices by excluding cheaper competitors, while state attorneys general have
sued over reimbursement schemes that underpay independent pharmacies. By steering patients
toward CVS-owned pharmacies, CVS drives up costs and eliminates competition, undermining
widely bipartisan goals of increasing transparency and reducing middlemen-driven price
inflation in the prescription drug-market.

CVS retains the power to under-reimburse independent and community pharmacies while giving
preferential treatment to the more than 9,000 CVS-owned pharmacies. As CVS has consolidated
market power, it has given itself the ability to weaken competition and leave community
pharmacies, insurers, and patients with no real alternatives to sustain themselves. As CVS itself
notes, its market power is so much greater than that of its clients that losing U.S. federal
government contracts is the only thing that could impact its operations.

“The U.S. federal government is a significant customer of the Health Care Benefits
segment through contracts with CMS for coverage of Medicare-eligible individuals and
federal employee-related berefit programs. Other than the contracts with CMS, the
Health Care Benefiis segment is not dependent upon a single customer or a few
customers the loss of which would have a significant effect on.the earnings of the
segment. The loss of business from any onie or a few independent brokers. or agents
would not have a material adverse effect on the earnings of the Health Care Benefits
segment.” — CVS Annual Report 2024.°
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If the American patient experience is to become better and more cost effective, we must rein in
massive federal spending on deeply fraudulent and wasteful PBMs like CVS Caremark. An
already broken Obamacare system, which in its infancy showed mass unaffordability for those
enrolled, has inflated spending on unnecessary and underutilized services while the American
taxpayer has been left to subsidize the cost. CVS happily took in Biden Bonus payments this
year, while planning to have Aetna Insurance exit the ACA marketplace just as those bonus
subsidies are set to expire at the end of 2025. Meanwhile, CVS’s stock has soared over 70% in
2025 alone.

It appears clear that CVS does not want its role in rising healthcare costs to be examined by
lawmakers. Just this year, the Tennessee Department of Commerce and Insurance attempted to
audit CVS Caremark for its compliance with Tennessee law and its dealings with pharmacies that
serve Tennessee residents. Despite having the requested information available and despite
requirements in Tennessee law that the information be provided to state auditors, Caremark
instead spent months delaying and concealing the requested information. This eventually resulted
in three separate orders against Caremark, each levying $250,000 in fines for failure to provide
auditors with information to review Caremark’s dealings.!”

CVS’s violations are not confined to Tennessee. In total, publicly available trackers suggest that
CVS has recently incurred more than $6 billion in fines, penalties, and settlements related to
allegations of misconduct.'' For example, this summer a federal judge ordered one of CVS’s
subsidiaries, Omnicare, to pay over $948 million'? for fraudulently billing the federal
government more than three million times for invalid drug prescriptions.In a pair of cases in
August, CVS incurred more than $300 million in fines and penalties for defrauding Medicare in
Pennsylvania'’ and Medicaid in Massachusetts.'* These were followed by another $32 million
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https://www.tn.gov/content/dam/tn/commerce/documents/insurance/pbm-audit-
actions/CaremarkPCSHealthLLCConsentOrder09232025.pdf;
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masshealth-prescription-drug-pricing-regulations.




settlement in September for Caremark’s defrauding of Oklahoma’s state employee health plan.'
These are just a small sample of related cases involving CVS.

Republicans will continue our work to lower the cost of healthcare for all Americans, not just the
24 million enrolled in the ACA marketplace. | would encourage CVS to evaluate the
aforementioned statements included in your own Annual Report and reflect on its contribution to
the drastic premium increases we are seeing this year in particular. Kindly respond to the
following questions before January 2, 2025:

1. Rate filings revealed that the expiration of the eAPTCs accounts for just four percent of
average premium increases next year.'®
e As the fifth-largest company in the United States, with subsidiaries that include one
of the largest PBMs and the third-largest health insurer, can you explain where you
attribute those premium increases?

2. In 2024 alone, federal dollars accounted for 24% of CVS’s total revenue, about $89.48
billion, up from 18% in 2022. From 2022-2024, federal spending drove more than 60%
of CVS’s revenue growth. In your own 2024 Annual Report it states, “Programs funded
in whole or in part by the U.S. federal government account for a significant portion of our
revenues, and we expect that percentage to increase.”

e Asyou project a likely increase in government funding, what percentage of revenue
can be attributed to CVS Caremark specifically?

3. Arecent audit by the Tennessee Department of Commerce and Insurance (TCDI) found
that CVS Caremark failed to follow Tennessee law or allow state auditors to review
allegations that Caremark did not properly disclose and update its Maximum Allowable
Cost (MAC) pricing lists, did not comply with required audit and appeal procedures,
showed preferential network treatment toward its affiliated pharmacies, and continued
noncompliant practices even after prior state warnings. While TCDI successfully imposed
$750,000 in maximum allowable penalties across three separate orders, our independent
pharmacies continue to express that CVS Caremark, alongside other large PBMs, are
failing to provide fair reimbursement in favor of driving patients to their own pharmacies.
e The audit conducted by TCDI, in addition to the ongoing investigation by the Federal

Trade Commission (FTC) into unfair PBM practices, has shed light on the predatory
behavior by CVS Caremark to drive small independent pharmacies out of business.
Please outline all revisions CVS Caremark implemented in response to the TCDI
audit and ongoing FTC investigation.

15 Office of the Oklahoma Attorney General, Drummond secures $32M in settlement with CVS Caremark (Sept. 9,
2025), https://oklahoma.gov/oag/news/newsroom/2025/september/ drummond-secures-32m-in-settlement-with-cvs-
caremark.html.
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4. Public misconduct tracking groups have identified over $6 billion in fines, penalties, fees,
and settlements related to misconduct by CVS Health and its subsidiaries over the past
few years. A recent post online by one of your own data analysts claims that CVS was
subject to 103 separate fines from 2020-2024. CVS is a significant recipient of federal
funding, yet the full scope of CVS’s misconduct that is enabled by those taxpayer funds is
difficult to ascertain. Please provide a complete list of all fines, penalties or fees levied
against CVS and all settlements agreed to by CVS related to allegations of waste, fraud,
abuse, or other misconduct since 2015.

Sincerely,
|\

Marsha Blackburn
United States Senator




