7. COST PROPOSAL

General Instructions

Proposals will be accepted for an Administrative Services Only contract with cost of service guaranteed.  Proposals must be submitted in the format and on the forms provided, and using the method that is outlined.  Vendors must propose on all parts of the program.  Use a single Cost Proposal Form (Attachment 2) for each contract year.

1.1. Factors

Except for reinsurance, conversion coverage and the Local Annuitant Health Plan, the vendor will assume no underwriting risk but will provide the outlined administrative services necessary for operation of the health insurance program.  The Board retains the right to separately underwrite the reinsurance portion.  Using the Proposal Form Attachment 2, the vendor must quote:

1.1.1. Expense charge expressed as a monthly charge per contract.  Vendors may also propose another basis such as a charge per claim processed, a percentage of paid claims for the contract period, or some other method.  The expense charge should include, without limitation because of enumeration: claims processing charge for in-state and out-of-state, profit, other and all administrative service expenses, any discounts accruing to the administrator though agreements with providers, and any other amounts to be retained by administrator that will not be returned to the group.  Any hospital and/or provider discounts that will not accrue to the Board must be specifically identified in the formula.  The charges listed in 7.1.3., 7.1.4. and 7.1.5. below are to be separately identified and listed.  (The Board will select the expense charge mode it feels is most appropriate, but the Board will give preference to a monthly charge per contract unless the vendor can document that some other method will be more cost effective.)

1.1.2. One time acquisition charges (if any) will be expressed separately in actual dollar amount.

1.1.3. Conversion charges (if any) should be expressed separately, detailing the method used to compute charges to the Board.

1.1.4. Any other cost which may be on-going and which payment would not be retained by the administrator, such as fees for concurrent inpatient utilization review or pre-certification of hospital confinements.

1.1.5.  Incentive payments.  The Board will consider incentive payments to the administrator for documented cost savings.  For example, if your proposal, if accepted, has a mechanism which is able to effectively reduce hospital days per 1,000 enrollees or admissions per 1,000 enrollees, etc., you may include a separate incentive system in your proposal.

1.2.  Reimbursement or Claim Payment Account

The Board is specifying an ASO agreement in order to earn interest on idle premium income dollars.  The Board will be evaluating proposals to determine how effectively the financial arrangement allows for the accrual of such interest income to the Board.

Proposals may include minimum deposit in the administrator’s account with periodic reimbursement based on the claim payments or arrangements whereby the administrator issues drafts against an account held by the Board.  Preference will be given to the latter arrangement.  Other proposals will be considered.  The Board’s preference is a wire transfer of funds on the date of claims payment.

The Board is not interested in any plan where the state is responsible for issuance of the claim drafts or any plan where the company holds premium dollars.
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