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July 31, 2019 

Honorable Mayor and Broward County Board of County Commissioners: 

Based upon the unique nature of prescription drug benefit analysis requiring specialized 
expertise, we engaged the services of a commercial consultant, Pharmacy Benefit Consultants, 
P.C. (PBC) (Consultant), to conduct an analysis of the County’s prescription drug coverage for 
benefit-eligible County employees and their covered dependents, for claims incurred from 
September 1, 2017, through September 30, 2018.  During this timeframe, the County’s Pharmacy 
Benefit Manager (PBM) was OptumRx PBM of Wisconsin, LLC (Optum), operating under an 
agreement (RFP #R1412304P1), approved by the Board of County Commissioners on September 
15, 2016, Item 76.   

The focus of PBC’s review was to evaluate Broward County’s contract and claims coverage under 
its current agreement with Optum, and: 

• identify weaknesses in the Optum agreement, 

• complete an analysis of Broward’s claims costs, as compared to general pharmacy benefit 
manager marketplace, 

• complete an analysis of Broward’s claims costs, as compared to the National Prescription 
Coverage Coalition (Coalition), and 

• identify potential areas for cost savings by Broward County, based upon use of 
alternatives to high cost prescription medications, and other means, as may be available. 

PBC’s Overall Conclusions 

PBC’s report includes in-depth discussions on the various analyses completed.  PBC also 
completed several detailed supporting analyses of Broward County’s prescription coverage costs.  
Based upon the sensitive nature of the supplemental material, we are attaching only the 
summary report to this document; however, this information has been shared with the Human 
Resources Division for review and use. 

In summary, PBC’s conclusions are listed as follows, and are considered in additional detail in 
their report, Pharmacy Benefit Consultants’ Analysis of Broward County’s Prescription Drug 
Coverage, attached as Appendix A: 
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1. Several material weaknesses in Broward's agreement with Optum were identified, many 
of which are commonplace across pharmacy benefit manager agreements in general. 

2. Opportunities for Broward to save costs in prescription expenses were identified, as 
applicable: 

a. Due to contract weaknesses, a comparison of Broward's PBM agreement, 
including rebate amounts received, to the Consultant's marketplace data was not 
feasible. 

b. Broward could save an estimated $1,480,000 per year in net prescription drug 
benefit expenses (based upon minimum rebate guarantees) by switching from its 
current agreement with Optum, to an agreement with its Coalition, which offers 
clearly defined contract terms, increased rebate guarantees and cost saving 
requirements. 

c. Additional monies (estimated up to $1,000,000) could be saved by using a 
'coupon' program. 

3. Potential additional savings of over $500,000 can be achieved by replacing several current 
high-cost drugs with lower-cost alternatives. 

4. Ongoing customization of plan design, formulary and pricing guarantees are necessary 
measures for controlling costs. 

We concur with PBC's assessment of Broward County's current agreement with Optum and 

provide recommendations throughout our report to enable the County to utilize the potential 
cost saving information obtained through this process to its maximum benefit. 

We recognize the provision of medically necessary and potentially lifesaving prescription drugs 
is a sensitive issue, and the Board is invested in providing a robust plan to employees and their 
families, with a goal of optimizing health outcomes. The information presented herein is meant 
to assist and inform potential policy decisions which can achieve those goals, while ensuring 
appropriate and auditable contract terms are in place, and potentially avoiding excess profits to 
other parties. 

Management's response is included as Appendix B. We appreciate the cooperation and 
assistance provided by the Human Resources Division and the Office of the County Attorney 
throughout the course of our review. 

Respectfully submitted, 

Bob Melton, County Auditor 

RM/besa 
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cc:  Bertha Henry, County Administrator   

Monica Cepero, Deputy County Administrator  

Andrew Meyers, County Attorney  

George Tablack, Chief Financial Officer   

Kevin Kelleher, Deputy Chief Financial Officer   

David Kahn, Director, Human Resources 

Lisa Morrison, Human Resources Manager 
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Background  

Broward County (County) provides its employees with a comprehensive array of benefit options, 

inclusive of a health plan and prescription drug coverage.  The County is self-insured for such 

costs, meaning that all costs are paid for directly by the County.  However, the County contracts 

with managing entities to administer its benefit programs.  Currently, employee prescription drug 

coverage is provided to employees via an agreement between Broward County and OptumRx 

PBM of Wisconsin, LLC (Optum), approved by the Board of County Commissioners (Board) on 

September 15, 2016.  This agreement went into effect January 1, 2017, and provides for an initial 

term of three years, plus two one-year renewal options.   December 31, 2019 will be the last date 

of this agreement, unless renewal period options are exercised. 

Under this agreement, Optum acts as the County’s Pharmacy Benefit Manager (PBM), and 

processes employee prescription claims, based upon its formulary and agreements with 

participating pharmacy entities.  The formulary designates drugs as brand or generic, and 

prescription fills may be made by members for 30- or 90-day quantities at retail pharmacy 

locations, or fills may be made by mail order, in 90-day supplies.  Specialty drugs, which are 

typically administered by a medical professional, are handled by Optum’s specialty drug service.  

According to the terms of the agreement, Optum is to guarantee Broward County will achieve 

certain discounts on the costs of various drugs based on the ingredients.  Optum is also required 

to ‘pass through’ to the County various rebates it may later receive from drug manufacturers, 

with minimum rebate guarantee amounts specified in the agreement.  Optum processes 

prescription claims for a small fee for each prescription. 

Due to the unique nature of prescription drugs claims, our Office contracted with Pharmacy 

Benefit Consultants, P.C. (PBC) (Consultant) to perform an analysis of the County’s claims, 

including a review of current contract terms, overall cost comparisons to marketplace and 

coalition options, and the identification of cost savings alternatives.  PBC’s summary report, titled 

Pharmacy Benefit Consultants’ Analysis of Broward County’s Prescription Drug Coverage, is 

attached to this report as Appendix A.  As part of its contracted service, the Consultant also 

completed several detailed analyses regarding specific drugs utilized by employees and costs for 

same.  Due to the sensitive medical and cost information contained in these documents, these 

analyses are not being publicly released; however, the material has been shared directly with the 

Human Resources Division for their review and consideration. 

INTRODUCTION 
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PBC considered all prescription claims processed by Optum from September 1, 2017, through 

September 30, 2018, in its analysis (annualized as appropriate), including: 

• Approximately 15,000 brand drug prescriptions and 77,000 generic drug prescriptions,  

• Net prescription drug cost of $14,920,898 over a thirteen-month period of September 

2017 through September 2018. 

It is important to note that this review was not an audit of the accuracy of claim adjudication, 

rebate submissions, or compliance with other terms of the County’s Agreement with Optum; it 

was meant to be an analysis of reported costs paid.   Similarly, the review process conducted in 

developing this report is not considered an audit in accordance with Generally Accepted 

Governmental Auditing Standards; had we conducted an audit, we may have identified additional 

findings or concerns. 

Summary of Conclusions  

PBC did not specifically provide an executive summary in its report, Pharmacy Benefit 

Consultants’ Analysis of Broward County’s Prescription Drug Coverage; therefore, we offer the 

following as summary conclusions and recommendations, and provide further discussion 

regarding each item in the body of this report: 

1. Several material weaknesses in Broward’s agreement with Optum were identified, many 

of which are commonplace across pharmacy benefit manager agreements in general. 

2. Opportunities for Broward to save costs in prescription expenses were identified, as 

applicable: 

a. Due to contract weaknesses, a comparison of Broward’s PBM agreement, 

including rebate amounts received, to the Consultant’s marketplace data is not 

feasible. 

b. Broward could save an estimated $1,480,000 per year in net prescription drug 

benefit expenses (based upon minimum rebate guarantees) by switching from its 

current flawed agreement with Optum, to an agreement with its Coalition, which 

offers clearly defined terms, increased rebate guarantees and cost saving 

requirements. 

c. Additional monies (estimated up to $1,000,000) could be saved by using a 

‘coupon’ program. 
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3. Potential additional savings of over $500,000 can be achieved by replacing several current 

high-cost drugs with lower-cost alternatives. 

4. Ongoing customization of plan design, formulary and pricing guarantees are necessary 

measures for controlling costs.  
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The following section of the report identifies, for each of the four primary review areas in PBC’s 

report; Analysis of PBM Contract Terms; Analysis of Broward County’s Existing Pricing and 

Minimum Projected Contract Savings from Joining Coalition; Improving the Plan’s “Drug Mix”; 

and, Customizing Your Coverage To Better Control Costs Over Time: an overall Opportunity for 

Improvement; a summary of the Consultant’s conclusions; additional comments and perspective 

from our Office on the central issues; and recommendations to management, as applicable. 

1. Current Pharmacy Benefit Manager Contract Language is Insufficient to 
Protect the County’s Interests and Stronger Contract Terms Should be 
Developed and Implemented. 

In the first section of the PBC report, Analysis of PBM Contract Terms (Appendix A, pages 2-10), 

the Consultant summarizes several concerns regarding Broward County’s current agreement 

with Optum, many of which the Consultant finds as commonplace in pharmacy benefit manager 

agreements.  Identified ‘loopholes’ in Broward’s contract include: 

• Lack of definition for ‘Brand Drugs’, which is especially problematic given that certain 

guarantees are based upon brand drugs; 

• Failure to tie the definition of ‘Generic Drugs’ to the various generic pricing guarantees; 

• Allowing Optum to move drugs in or out of mail guarantees; 

• Lack of definition for ‘Specialty’ or ‘Specialty (Exclusive Network)’ drugs; 

• Allowing Optum to have ‘exclusive’ rights to dispense all (undefined) specialty drugs and 

giving Optum the right to change its listing of specialty drugs whenever Optum chooses; 

• Flawed definition for ‘Rebates’, which allows the exclusion of monies that should be 

included; 

• Limitations within the definition for ‘Pass Through Transparency Pricing’; 

• Lack of definition for terms used in rebate guarantee tables;  

• Inconsistency in use of defined terms, or similar terms which are not defined, or not 

capitalized to identify them as defined terms, or conversely, the use of capitalized terms 

which are not defined; and 

OPPORTUNITIES FOR IMPROVEMENT 
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• Limitations in payout of rebates if certain termination circumstances apply. 

To remedy this current state, the Consultant provides suggestions for County to consider when 

engaging in a new RFP process for PBM services: 

• County should develop a contract focused Request for Proposal (RFP) process, 

foundationally based on an ‘airtight’ agreement (consistent language and well-defined 

terms) developed by an experienced legal team.  

• Obtain services through a pharmacy coalition which already has appropriate agreements 

in place. 

• Avoid requesting pricing on current claims when conducting an RFP.  This will create a 

bias in favor of the current vendor, who likely has developed its formulary based upon its 

existing rebate agreements, placing other vendors, with other arrangements, at a 

comparative disadvantage. 

• Avoid basing RFP pricing requests on current high-cost drugs which can be replaced by 

lower-cost and similarly effective drugs. 

Office of the County Auditor Comments: 

We concur with the Consultant’s observations.  Lack of definitions, or inconsistency in definitions, 

can create disparity in the interpretation of contract requirements.  As a result, vendors can take 

advantage of such ambiguities or allowances to their benefit, and the County’s detriment.  As 

noted in the Consultant report, these language concerns are prevalent in the industry, 

emphasizing the need for experienced, independent experts to assist the County in developing 

stronger contract language. 

We recommend management: 

A. Explore means to exit or amend the current PBM agreement with Optum, as soon as 

practicable. 

B. Ensure future PBM agreements are drafted in a manner that protects the County’s 

interests. 

C. Consider increased use of experienced, independent, and specialized consultants to assist 

in the development of contract language and/or RFP documents. 
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2. Better Financial Terms Could Be Achieved through Higher Guaranteed 
Discounts, Higher Minimum Rebate Amounts and Other Cost Saving Programs  

In this heading, we have separated the Consultant’s comments into two discussions, the first 

focusing on overall savings, based on concepts already included in the County’s current plan; and 

second, the Consultant’s recommendations for new plan design practices to achieve cost savings.  

A. In the section of the PBC report titled Analysis of Broward County’s Existing Pricing and 

Minimum Projected Contract Savings from Joining Coalition (Appendix A, pages 10-13), the 

Consultant states “Based on its contract terms, Broward County does not have any control 

over any pricing component: retail, retail 90, mail, specialty drugs or rebates are all without 

control.”  Based on this perspective, the Consultant concludes that an analysis of Broward’s 

cost elements against other entities would be a ‘meaningless exercise’.  Further, the 

Consultant notes that other trends in the County’s current usage limit the effectiveness of 

any comparative analyses, such as heavy use of high cost retail pharmacies for generic drugs, 

and ongoing inclusion of high cost drugs rather than lower cost alternatives, which may result 

in higher initial costs, followed by higher rebate amounts.   Accordingly, no analysis of current 

marketplace costs based on current contract terms is provided. 

As required, the Consultant completed an analysis of potential cost savings Broward could 

achieve by joining the PBC’s National Prescription Coverage Coalition (Coalition).1  The 

Consultant opines that savings could result from increased binding guarantees currently in 

place for the Coalition. The report estimates potential cost savings to Broward of $1.48 

million in its first year, should the County use the Consultant’s Coalition instead of its current 

arrangement with Optum, based on the County’s current use of drugs and its current contract 

terms with Optum as compared to pricing discounts and rebates guarantees offered by the 

Coalition.  

Office of the County Auditor Comments: 

We understand the Consultant’s position regarding limitations of a market analysis of the 

current Optum agreement when uncontrollable variables are in place. 

The Consultant is not necessarily independent when recommending its own Coalition for 

future County services.  Therefore, there is potential bias, intentional or unintentional, in the 

                                                           
1 This analysis was part of the intended Scope of Work, understanding that due to the sensitive nature of prescription 
drug pricing and rebates and lack of industry transparency, comparison to the Coalition managed by the Consultant 
may be the only means to develop any meaningful comparative pricing analyses based on known amounts. 
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analysis.    As presented, the potential guaranteed cost savings identified for ‘switching’ plans 

is significant and represents approximately 10% annual savings.  This calculation is not 

inaccurate, but for clarity, it must be noted that this is primarily derived by comparing 

Optum’s minimum rebate guarantees ($2,236,020) against the Coalition’s significantly higher 

minimum rebate guarantees ($3,615,019) based on current prescription usage.    

Accordingly, the actual rebate savings that could be achieved by Broward County could be 

different. We note that for the time period analyzed by PBC, Optum has reimbursed the 

County for significantly more rebate monies ($3,666,524) than its minimum contract 

guarantees ($2,236,020).  Therefore, the actual rebate amount received by the County for 

the review period was greater than the minimum rebate amount used to estimate the 

savings.  As a result, actual net savings realized by switching to the Coalition may not be as 

high as the Consultant’s estimates. Similarly, we recognize the Coalition could also exceed its 

minimum rebate guarantees and remit additional monies to the County.   

As a result of the differences between minimum rebate guarantees and actual rebates, the 

potential net savings amount remains difficult to estimate, but we believe it would not be as 

high as projected in the PBC report. However, the guaranteed rebates offered by the Coalition 

are unquestionably higher than the County’s current guarantee structure with Optum. 

B. The Consultant also discusses potential plan design options which could result in additional 

savings to the County:   

• Use of lower cost retail pharmacies prescription fills.  The Consultant notes that 

guarantees on drug pricing discounts are generally weaker when plans use higher cost 

pharmacies, such as Walgreens or CVS (presently representing 76% of all generic fills 

during the review period), as opposed to lower cost pharmacies such as Costco or 

Walmart (Appendix A, page 11).   

• Implementation of a coupon program. As explained by PBC (in the report and subsequent 

discussions), manufacturers of high-cost specialty drugs offer prospective patients a high 

value, point of sale ‘coupon’ for use at a retail pharmacy.  The coupon, when used at the 

beginning of a plan year, typically covers the member’s out of pocket expenses for initial 

plan deductible charges.  Then, for each remaining prescription fill, the plan pays all 

expenses.  Drug manufacturers employ the coupon process to entice members to use 

higher cost drugs by eliminating their out of pocket costs.   
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A coupon program allows the plan, rather than the member, to use manufacturer’s 

coupons.  As described by PBC, procedures would be enacted which would require the 

member to pay only the co-payment amount when filling their initial prescription (not 

forcing them to pay the full annual deductible).  Then, the plan would use the value of the 

coupon to reduce its out of pocket costs.  As a result, the member pays only the co-pay 

amount, while the plan benefits from the coupon.  The Consultant acknowledges that 

calculation of such savings would be difficult but estimates that were the County to switch 

to the Coalition, an additional $1 million in savings could be achieved through its coupon 

program (Appendix A, page 12). 

Office of the County Auditor Comments: 

The plan design practices suggested by the Consultant may be appropriate for consideration by 

County.  The majority of plan members reside in urban areas and have access to multiple lower 

cost retail pharmacies.   Use of such providers may result in savings to both the County and its 

members.  Developing a coupon program may also be a reasonable approach to cost savings 

when implemented in a manner consistent with plan design features, maintaining current 

deductibles and/or co pay amounts.  

We recommend management: 

A. Negotiate higher minimum rebate guarantees in any future contract amendments to its 

Agreement with Optum, or its successor. 

B. Consider potential benefits of the use of a coalition for future provision of pharmacy 

benefit services. 

C. Consider creating options in future RFPs which would allow coalitions to bid on pharmacy 

benefit management services, ensuring competition across all interested entities. 

D. Consider whether other identified cost savings methods, such as use of a coupon program 

or incentivized/limited use of certain pharmacies, are appropriate for potential 

incorporation to the County’s approach to prescription drug benefits. 

3. County Should Explore Potential Savings through Certain Measured and Non-
Medical Impact Approaches to Prescription Fulfillment Options 

In the third section of the PBC report, Improving the Plan’s “Drug Mix” (Appendix A, pages 13-

14), the Consultant discusses its analysis of specific high cost drugs used by County members, 
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and the availability of alternative, lower-cost substitutes.  Specifically, the Consultant compared 

the costs of these drugs against the Coalition’s customized formulary and then calculated 

potential savings.  This savings calculation was adjusted to allow ‘grandfathering’ of current 

prescriptions of 30 to 90-days.  Based on the length of the grandfathering period, estimated 

savings to Broward County could range from $547,332 to $504,501, respectively.   

The Consultant states that these measures will not prevent “any beneficiary from obtaining drugs 

that will bring about the desired therapeutic impact” (Appendix A, page 14).  The Consultant 

notes that overall ‘disruption’ impacts to County members might be minimal, as some of these 

prescriptions are not used on an ongoing basis.  Further, the Consultant opines that such changes, 

many of which are from higher cost brand name drugs to lower cost generics, could result in 

reduced out of pocket expenses to members.   

Office of the County Auditor Comments: 

We recognize that any decisions to change or potentially limit formularies are sensitive, and the 

Board remains focused on ensuring a variety of medically effective drugs are available to its 

members.   We also recognize the Board’s and many members’ desire to use lower cost generics 

when available, without medical compromise.  Ensuring such options are at least available, if not 

specifically required, may be a reasonable approach, which lowers costs to all.   No matter the 

composition of the formulary, fundamentally, all plans should include means for medical 

professionals to justify prescriptions they deem medically necessary, the approval of which 

should not be unreasonably withheld. 

We note that in the accompanying analyses to the PBC’s report, suggested changes to the current 

formulary are presented, along with estimated financial and member impacts.  This information 

could be a valuable resource to the County.  Potentially, formularies which offer, rather than 

mandate, alternatives can present new options to members who may be interested in changing 

medications and may have been prohibited from doing so due to formulary exclusions. 

We recommend management: 

A. Consider potential modifications to the County’s current formulary through means 

including, but not limited to: 

i. Review of Consultant’s identified alternatives to determine if all such lower 

cost generic options or alternative brands are available on County’s current 

formulary. 
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ii. Identify any potential desired and reasonable changes to the County’s 

formulary and discuss/negotiate such modifications with Optum, or successor 

PBMs, as feasible. 

B. Continue to ensure plan designs contain means for physicians to make recommendations 

for medically necessary drugs that may not conform to standard formulary requirements. 

4. County Should Explore Potential Savings and Increased Access to Medications 
Through Customized Formulary Approaches  

In the final section of the PBC report, Customizing Your Coverage to Better Control Costs Over 

Time (Appendix A, pages 14-16), the Consultant discusses how reliance on PBMs, or insurance 

companies can be problematic.  Aside from contract language issues already identified, the 

Consultant notes that most contracts require its beneficiaries to “rely on the insurer or PBM’s 

“standard” Formularies and …. clients must “trust” their PBMs to act in the clients’ interests, 

rather than allowing clients to customize their own decisions” (Appendix A, page 14).  On this 

issue, the Consultant notes PBMs often have a conflict of interest in deciding which drugs to favor 

(or disfavor) based on the terms of their agreements with the manufacturers.  

To address this concern, the Consultant recommends PBM contracts retain “customization” 

rights, allowing clients to decide which drugs are excluded/included in its formulary, as well as 

which drugs are appropriate for ‘Step Therapy’ or ‘Prior Authorization’ programs, or quantity 

limits.  The Consultant recommends the strategic use of the following contract customization 

rights to increase member and plan savings:   

• allow periodic changes to minimum discount guarantees for existing specialty drugs,  

• negotiation of specific guarantees for new-to-market drugs,  

• ability to ‘carve out’ specialty drugs to other pharmacies, if desired; and  

• ability to expand specialty drug programs (including coupon programs) to include more 

drugs. 

Office of the County Auditor Comments: 

This discussion builds upon the conclusions and recommendations in Opportunity for 

Improvement No. 3B.  In general, we support the Consultant’s recommendations, as periodic 

customization and renegotiation of guarantees may result in both increased cost savings and 

increased access to new medications.  However, we recognize that ensuring such decisions are 
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appropriately made, without detrimental health or cost impacts to members and/or the plan, 

may be challenging without the services of an experienced and trusted pharmaceutical advisor.    

We recommend management: 

A. Review examples of potential formulary or plan changes provided by the Consultant for 

reasonable and beneficial modifications. 

B. Consider retaining the right to customize formulary design in future contracts. 

C. Consider benefit and feasibility of ongoing consultant services to ensure County 

formularies offer both cost efficient and medically effective drugs and take advantage of 

new-to-market drugs which can offer benefits to members, and that any cost impacts are 

appropriately negotiated. 



TABLE OF Analysis of Prescription Drug Benefit Coverage 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

APPENDIX A 
 

APPENDIX 



TABLE OF Analysis of Prescription Drug Benefit Coverage 

 

 



TABLE OF Analysis of Prescription Drug Benefit Coverage 

  



TABLE OF Analysis of Prescription Drug Benefit Coverage 

  



TABLE OF Analysis of Prescription Drug Benefit Coverage 

  



TABLE OF Analysis of Prescription Drug Benefit Coverage 

 
 



TABLE OF Analysis of Prescription Drug Benefit Coverage 

 

 



TABLE OF Analysis of Prescription Drug Benefit Coverage 

  



TABLE OF Analysis of Prescription Drug Benefit Coverage 

  



TABLE OF Analysis of Prescription Drug Benefit Coverage 

 
 



TABLE OF Analysis of Prescription Drug Benefit Coverage 

 
 



TABLE OF Analysis of Prescription Drug Benefit Coverage 

 
 



TABLE OF Analysis of Prescription Drug Benefit Coverage 

 

 



TABLE OF Analysis of Prescription Drug Benefit Coverage 

 
 



TABLE OF Analysis of Prescription Drug Benefit Coverage 

 
 



TABLE OF Analysis of Prescription Drug Benefit Coverage 

 
 



TABLE OF Analysis of Prescription Drug Benefit Coverage 

 

 



TABLE OF Analysis of Prescription Drug Benefit Coverage 

 

 

                      APPENDIX B 



TABLE OF Analysis of Prescription Drug Benefit Coverage 

 
 



TABLE OF Analysis of Prescription Drug Benefit Coverage 

 
 



TABLE OF Analysis of Prescription Drug Benefit Coverage 

 
 



TABLE OF Analysis of Prescription Drug Benefit Coverage 

 
 



TABLE OF Analysis of Prescription Drug Benefit Coverage 

 
 



TABLE OF Analysis of Prescription Drug Benefit Coverage 

 
 




