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With PBMs skirting federal regulation, states have increasingly embarked on their own reform packages
(IL, LA, CA, others). Any day now, California could pass a significant PBM regulatory package including a
spread pricing ban, patient steering ban, pass through rebate requirements, and restrictions on negotiating
exclusive arrangements starting in 2026. The bill has been sent to Governor Gavin Newsom who has until
October 13 to sign, approve without signing, or veto. 
 
The next possible vehicle for PBM reform is a Q1 2026 standalone healthcare package. PBM reforms are
unlikely to hitch a ride on current CR and budgetary packages. As a reminder, PBM reforms failed to pass in
both the December 2024 CR and the OBBB. See our prior PBM analysis here.

California’s major PBM reform package could be signed into law any day now (starting 2026). Bill text
here. The California State Assembly approved the bill on September 10. The bill has been sent to Governor
Gavin Newsom who has until October 13 to sign, approve without signing, or veto. In CA, if the Governor fails to
act on a bill within the prescribed period, the measure becomes law without the Governor’s signature. The anti-
PBM bill:

Requires all PBMs to be licensed through the California Department of Insurance (starting in 2027).
Prohibits patient steering to affiliated pharmacies.
Prohibits spread pricing.
Requires pass through rebating model and use of service fees.
Restricts PBMs from negotiating exclusive arrangements with manufacturers for drugs, devices, or other
products.

This state PBM package is not new: licensing and pass-through rebate requirements were passed in CA,
but vetoed by Gov Newsom in 2024. Senate Bill 966 was passed by state lawmakers but vetoed by Governor
Newsom in September 2024 as he was not “convinced that the bill’s expansive licensing scheme” would reduce

https://nut.sh/ell/ed/351183/ME6TwD
https://legiscan.com/CA/text/SB41/2025
https://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=202320240SB966


drug costs and increase transparency. Newsom could still veto this package due to significant industry
restrictions; however, states have become increasingly comfortable with regulating PBMs and PBM practices. 
 
PBM ownership bills are also gaining attention and may continue into 2026. In June, a Louisiana bill was
amended to include PBM-pharmacy ownership bans, with Donald Trump, Jr. weighing in (here). However,  it
failed to pass before the legislative session ended. Several other states (LA, NY, TX, VT) pursued PBM
pharmacy ownership reforms this year. The AR law is blocked from taking effect due to the ongoing litigation
(start date of Jan 1, 2026).
 

A federal vertical consolidation ban (previously the Hawley-Warren bill) has also been reintroduced (and
is worse than before). The Patients Over Profits Act (sponsored by Sen. Warren, D-MA) requires insurance
companies divestment of Medicare Part B or C healthcare providers. Divestment period would be 1 year if
acquired after enactment, 2 years for those completed before enactment. The bill also bans contracting with
Medicare Advantage (MA) organizations from owning a Medicare Part B or C provider. 
 
PBM federal reforms may resurface in a standalone healthcare package at the beginning of 2026.
Bipartisan PBM reforms left behind this year include:

Private Insurance Pharmacy Benefit Manager (PBM) transparency requirements (saves ~$2.2 B).
PBMs rebate pass through 100% requirements in commercial.
Medicare Part D transparency requirements & de-linking for PBMs (saves ~$700 M).
Medicaid “Spread Pricing” ban (which we note is a dying contract form in states) (saves $300 M – 1 B).

FTC’s 6B study on PBMs could be released any day. As a reminder, the FTC has already released 2 interim
reports on PBM rebating practices and the dispensing and pricing of specialty generics. See our past analysis
here and here.  
 
FTC continues to focus on PBMs, but there are limitations to what the agency can do. This summer, the
FTC & DOJ held three listening sessions focused on drug affordability and competition. Link here. As a
reminder, the FTC was mandated to discuss ways to make pharmaceuticals more affordable by promoting
competition per President Trump’s drug pricing Executive Order earlier this year (see our analysis here)
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