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Inter-Office Communication
Date:
 
8/12/2014
To:


Chairwoman Marina Dimitrijevic, Milwaukee County Board of Supervisors 
From:


Matthew Hanchek, Director of Benefits – Department of Human Resources

Subject:
A report from the Director of Benefits, Department of Human Resources requesting authorization to execute an amendment extending the existing contract with Optum Rx for Pharmacy Benefit Management services. 
Issue / background: Milwaukee County’s medical and pharmacy administration contracts, which were extended to include Milwaukee Transit Services in 2012, are expiring at the end of this year. Human Resources has been collaborating with our colleagues at the City of Milwaukee and Milwaukee Public Schools on developing RFPs for 2015 – 2017 plan years. In advance of the RFP release all three entities have renewal offers from the incumbent vendors (UHC and Express Scripts). 
As reported earlier this year, Milwaukee County accepted the renewal of Medical services with United Health Care, and continued to execute an RFP for pharmacy services. The County (including MTS), City of Milwaukee, and Milwaukee Public Schools released a shared Pharmacy RFP to further evaluate the financial performance of Pharmacy Benefits Managers within the market. 
Pharmacy RFP
The combined RFP was issued utilizing Willis of Wisconsin as the facilitator. Each employer had its own review panel, evaluation criteria, and procurement process. The RFP yielded responses from 8 vendors, including Catamaran, Citizen’s Rx, Envision Rx, Express Scripts Inc. (incumbent), MaxCare Rx, MedImpact, Navitus, and Optum Rx.  
Milwaukee County review panel & established evaluation criteria
Milwaukee County’s review panel consisted of representatives from the Department of Human Resources, MCTS, DAS – Office of Performance, Strategy, & Budget, the Comptroller’s office, and the Community Business Development Partners. The panel agreed that the evaluation would be based on financial performance, written RFP responses, and the finalist presentation. Note: no specific scoring weight was assigned to Disadvantaged Business Enterprise (DBE) participation, as compliance is required for contract execution.
Evaluation & selection
While each employer utilized its own separate review panel, all four entities agreed to a common process and set of evaluation criteria in advance of receiving bids. All bids were asked to submit financial terms, in addition to being evaluated on responses to the RFP questionnaire, agreement to contract and audit terms, and references. Two of the vendors, Express Scripts, Inc. and Optum Rx, clearly separated themselves financially from the other bids, and were selected as finalists by all four participating employers. 
The finalists were subsequently provided an opportunity to conduct a presentation to the review panels from all four employers simultaneously. Due to the strength of the finalist presentation and overall financial performance, Optum Rx was unanimously recommended by the review panels for all four participating employers.   
Financial performance

Please see charts A & B on page 4 of this memo. Over the two-year contract period, Willis of Wisconsin estimates an improvement in cost in excess of $13 million over status quo. Over the two year contract period the bid by Optum Rx is approximately $3.3 million lower than the next closest bid.  
The projected financial performance is based on utilizing the quoted standard formulary (covered drug list). Willis of Wisconsin conducted a formulary disruption analysis to assess the significance of any changes in the proposed formulary compared to status quo. Willis noted a formulary match of 97.7%. None of the medications that most highly utilized by the County’s covered population are being disrupted. The formulary changes consisted of 1.1% positive disruption (additional medications included), and 1.2% negative disruption (current medications not covered). On the aggregate, the changes to formulary are immaterial. 
It should also be noted that Milwaukee County and the contracted PBM’s adjust formularies annually. This comparison does not account for any formulary changes (positive or negative) that may have been proposed/implemented for 2015 if the current agreement remained in effect.   
Overview of Optum Rx
Optum Rx is United Health Group’s pharmacy division, and has emerged as a leader in the PBM industry. They currently administer pharmacy benefits in excess of $33 billion covering 29.4 million members. Optum Rx has successfully contained costs for its members by achieving a trend of 3.3% over the past three years. 
Specific to Milwaukee County, Optum Rx hopes to leverage the existing medical relationship to synchronize all aspects of the County’s clinical programs on one common platform and team under one simplified patient experience.    
DBE Participation: Although Optum Rx is the pharmacy division of United Health Group, Milwaukee County’s PBM contract with Optum Rx would be executed as a stand-alone contract.  
United Health Care has been an active and willing partner in Milwaukee County’s efforts at ensuring the inclusion of Disadvantaged Business Enterprises (DBE), and has consistently outperformed their stated goal. Optum Rx is prepared to adhere to the same terms, and we are confident that Optum Rx will fulfill the DBE commitment without issue. Further, the office of the Community Business Development Partners participated in this RFP and is supportive of the recommendation to award this contract. The CDBP will continue to collaborate with Optum Rx and Benefits staff to ensure sustained performance. 
Requested Action: The Director of Benefits, Department of Human Resources requests authorization to execute a 2-year contract with Optum Rx, with an optional third year at the County’s discretion, for the administration of pharmacy benefits for Milwaukee County’s active employee and retiree population.  

CC: 
County Executive Chris Abele
Raisa Koltun, Chief of Staff

Kerry Mitchell, Chief Human Resources Officer

Paul Bargren, Corporation Counsel


Supervisor David Cullen, Co-Chairman, Personnel, Finance & Audit Committee

Supervisor Willie Johnson, Co-Chairman, Personnel, Finance & Audit Committee

Kelly Bablitch, Milwaukee County Board of Supervisors Chief of Staff


Don Tyler, Director of Administrative Services


Josh Fudge, Director, Office of Performance, Strategy, and Budget


Stephen Cady, Comptroller’s Office 


Rick Norris, Director, Office of the Community Business Development Partners


Amy Pechacek, Director, Risk Management
Chart A – Estimated two-year gross cost (1) of finalist bids:
	
	Current Contract
	Optum Rx Bid

	Pre 65
	$34,016,000
	$28,065,000

	EGWP
	$48,224,000
	$41,028,000

	Aggregate
	$82,240,000
	$69,093,000

	Estimated reduction in 2-yr gross cost: 
	---
	$13,147,000

	Additional 2-yr cost reduction if all entities in the RFP select the same PBM(2)
	---
	$645,000


Chart B – Annual breakdown of estimated Optum Rx gross cost (1):

	
	
	Current Contract
	Optum Rx

	2015
	Pre 65
	$16,485,000
	$13,562,000

	
	EGWP
	$23,458,000
	$19,497,000

	
	Total
	$39,942,000
	$33,059,000

	2016
	Pre 65
	$17,531,000
	$14,502,000

	
	EGWP
	$24,766,000
	$21,531,000

	
	Total
	$42,297,000
	$36,033,000


1) Estimated gross cost excludes any anticipated employee cost sharing (e.g. copays). 
2) City of Milwaukee, MPS and MCTS (as a part of Milwaukee County) are all anticipated to award contracts to Optum Rx. The group savings will not be factored into any analysis until all three have executed agreements. 
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