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CORRESPONDENCE MEMORANDUM

DATE:

April 1, 2008


TO:

Group Insurance Board

FROM:
Diane Poole, Director



Disability Programs Bureau

SUBJECT:
Recommendation for Award of the Income Continuation Insurance (ICI) and Long-Term Disability Insurance (LTDI) Administrative Services Only Contract

Recommendation

The Proposal Evaluation Committee recommends that the Board accept the proposal submitted by Aetna for the administration of the ICI and LTDI plans.  It is also recommends that ETF be directed to negotiate with Aetna  to clarify terms, conditions, reporting requirements and administrative costs, to the satisfaction of Bureau staff.

Background

At the February 12, 2008 meeting, the Group Insurance Board approved the release of a Request for Proposals (RFP) for administrative services for the ICI and LTDI plans.  The RFP was released that same day via posting on the State’s VendorNet site.  In addition, staff sent emails directly to several potential vendors who had bid in past RFP processes or who had indicated some interest in competing for this contract.   

Evaluation of Proposals

ETF received one proposal and it was from the incumbent vendor, Aetna.   The evaluation committee used objective criteria for rating each of the specified technical requirements of the RFP: system capabilities; staffing; claims processing; coordination of benefits; reporting capabilities; customer service; transition, turnover & implementation; and overall rating. 

The evaluation team consisted of Cindy O’Donnell (GIB), Esther Olson (GIB), Cheryl Brigowatz (DOA), Beth Ritchie (UW System), Diane Poole (ETF), and Peg Narloch (ETF).  The team used a standard evaluation tool and initially scored the technical portion of the responses independently.  The team then met to discuss the proposal prior to rendering their final score on each requirement.  Scores for each requirement were averaged to obtain a final score.  Aetna’s proposal scored 57.2 of a possible 80-point maximum.  Aetna scored in the average or above average range for each of the technical requirements.  

Following the scoring of the technical requirements, the Department opened the sealed cost proposal from Aetna.  Aetna’s bid represented approximately a 9% increase over their current rates.  In addition, they agreed that subsequent year increases would be limited to the Consumer Price Index (CPI) increase for urban markets.  This is the same method of

determining annual fee increases to this contract in the prior contract.  In addition, because Aetna currently holds the contract, they have proposed no acquisition costs.   

Discussion

This is the second consecutive RFP process for this contract in which we have received only one proposal.  Following the last process, the Board approved several changes to the plans that we thought would make administration simpler, and in turn, this contract more attractive to potential bidders.  Despite this, our plans are still fairly complicated, and the resultant need to tailor their existing claims systems to fit our needs may remain a barrier to some potential bidders.  

As noted above, the scoring on the technical requirements yielded results of average or above average in each of the technical requirement sections.  Aetna’s financial proposal proposed a 9% increase over their current rates. Staff feels this is a reasonable increase in light of their previous annual increases under the current contract being constrained by the CPI and held to approximately 2% over the last couple of years.  Aetna has agreed to the same constraints for the subsequent years of this five-year contract period.  In addition, since Aetna is the incumbent vendor, the Board will avoid incurring costs for contract transfer and implementation.

Summary
As the incumbent vendor, Aetna has the unique perspective and understanding of the needs and expectations required in order to administer these disability programs.  All necessary systems, staff, and plan structure are already in place, which allows Aetna to provide the same, uninterrupted high level of service.   Aetna’s proposal demonstrated their ability to continue to administer the ICI and LTDI plans in a manner that reflects the Board’s and ETF’s customer service values.  The proposed level of service is consistent with the level of service provided by Aetna now. 
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