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DATE:	May 17, 2011				
							      
TO:		Group Insurance Board

FROM:	Bill Kox, Director, Health Benefits & Insurance Plans Bureau
		Arlene Larson, Manager, Self-Insured Health Plans
		Division of Insurance Services

SUBJECT:	Evaluation of the Request for Proposals (RFP) for Administration 
of the Standard Plans Group Health Insurance Program (ETA0002)  
Period of January 1, 2012 through December 31, 2014


Staff recommends that the Group Insurance Board (Board) issue an intent to award the contract for administrative services for the self-insured health programs (ETA0002) to WPS Health Insurance (WPS) for the period of January 1, 2012, through December 31, 2014, with the potential for 2 two-year extensions, subject to successful contract negotiations by staff.      

Summary of Results

The Department received three responses to our request for proposal (RFP).  After completing the technical merit portion of the review, it was determined that one of the vendors did not meet the minimum requirements for further consideration.  As such, the cost proposal for this vendor was not evaluated.  Seventy-five percent of the total score was assigned to the technical proposal and 25% was assigned to the cost proposal.  The evaluation results are as follows:

	Vendor
	Technical Score
	Cost Score
	Total Score
	Total Three-year Cost

	WPS
	750
	234
	984
	$5,550,977

	UMR
	615
	250
	865
	$5,219,651

	Security
	137
	N/A
	N/A
	N/A






Evaluation Methodology

Points were awarded for two aspects of the proposals, technical merit and administrative cost.  The point award for the technical merit represents 75% of the total assessment of 1,000 points.  A minimum acceptable score was established for each Part of the technical merit portion, based on all three committee members’ scores combined.  If a Part in a vendor’s proposal was scored below the Minimum Acceptable Score, no points were awarded for that Part and the vendor was considered to have failed it.  The remaining 25% of total points was based on the administrative fee cost component.  The top bidder received the total points in each of the two aspects.  Other bidders received points as a percentage based on the proportion of their score to the winning bidders.   

A scoring committee, comprised of Employee Trust Funds (ETF) staff, evaluated the technical merit proposals.  All proposals were rated independently.  Committee members reviewed them without knowledge of administrative costs submitted or the evaluation results of Deloitte Consulting (Deloitte).  ETF staff from the Office of Budget & Trust Finance (OBTF) and Bill Kox, the RFP process facilitator, completed an administrative fee proposal analysis that was combined with the results on technical merit to develop the overall score.  

OBTF staff analyzed the audited financial statements from the vendors who passed the technical proposal thresholds and noted that both proposers demonstrated no financial constraints that would interfere with their ability to provide services for the plans. 

Deloitte analyzed certain sections of the RFP regarding net costs, discounts and network accessibility and disruption.  They also reviewed the cost proposals, particularly regarding the insured elements of stop loss, the Local Annuitant Health Program (LAHP) and Wisconsin Public Employers (WPE) underwriting fees.      

Summary of Evaluations

It was determined that the proposal submitted by WPS best meets the Board’s program needs.  WPS was the clear leader on the technical proposal.  UMR, a UnitedHealthcare Company, was the next highest scoring vendor.  UMR appears to offer attractive claim cost and discount information and a competitive cost proposal, but their administrative cost fee was not all inclusive and the lack of transparency in cost and other areas is cause for concern.  Security Administrative Services (Security) submitted a bid that did not meet the minimum requirements.



Technical Merit:  

The committee determined that WPS’ responses were more fully developed and of higher quality.  UMR’s responses, at times, were not.  Due to UMR’s lack of responses in Part C., 5., Network & Other Financial Savings, the committee determined they failed in response to the questions it rated.  However, Deloitte rated several separate questions within this Part and found UMR’s responses sufficient such that when added to the committee’s scores, they resulted in an overall passing score.  Security, throughout their bid, left a significant number of questions unanswered or their responses were under developed.  Therefore, the scoring committee found them to fail all but one Part, which resulted in a low score.  Following Deloitte’s evaluation of network and financial savings, Security did also pass Part C., 5.  A letter describing Deloitte’s findings is attached to this memo.  Following are the pros and cons of the two top bidders.   

WPS’ strengths are:

· The proposal indicates the ability to provide good customer service to members, ETF staff and employers.  
· They state their willingness to meet our requests and needs, with virtually no cost beyond their Per Contract Per Month (PCPM) administrative fee.   
· WPS has its own contracts with providers in Wisconsin.  This provides the Board and ETF with more direct input if network changes are being considered.
· WPS, in all areas, provided more thorough and complete responses that resulted in higher scores overall.   

WPS’ weaknesses are:

· Aurora Health Care (Aurora) providers and St. Mary’s Hospital in Madison are not a part of their Preferred Provider Plan (PPP) network.  Over 2,000 members are currently enrolled in Standard PPP plans, and many live in areas where these providers offer care.  We have heard from a number of such members requesting access to Aurora, in particular, as a preferred provider.
· WPS is proceeding with a major system conversion which, while it appears well thought out and currently well managed, could be a concern for service disruption.  



UMR’s strengths are:

· Based on Deloitte’s analysis of provider reimbursement information, UMR illustrated that they have somewhat lower reimbursement agreements for a subset of medical professional groups of interest to our members.  However, given that UMR did not provide reimbursement detail for 4 provider groups of interest, including Marshfield, Midelfort, Mayo and Duluth clinics, and that the information is self-reported and not audited, UMR’s score on this question is the same as that of WPS.  
· UMR appears to offer excellent disease and case management services.  
· They include Aurora and St. Mary’s Hospital in Madison in their PPP network.  

UMR’s weaknesses are:

· While the RFP clearly stated that all fees should be included in the overall PCPM administrative expense, UMR responded in the technical and cost proposals that a number of additional fees would or could be applied, especially if non-UMR-standard documents or reporting systems were required.  These costs were not clearly quantified.  It’s important to note that ETF typically develops reporting systems that are utilized by all health plans that participate in the group health insurance program.  Therefore, the cost proposal, described in the summary, may not be accurately represented as additional fees will likely be assessed.  
· UMR relies on national staff for most services including medical review.  This is a concern since it may result in limitations to timely access and tailored responses for our needs.
· UMR indicates that their system does not support HIPAA 820 files, which ETF uses to transfer information on payments to health plans for reconciliation.  All health plans currently use these files, and it’s a serious concern that UMR cannot support the use of these files.  
· UMR will provide its standard member benefit booklets, not customized books.  ETF staff currently relies on the vendor to produce somewhat customized booklets.  UMR’s bid states that ETF may have additional booklet responsibilities, or fees from UMR.
[bookmark: _Toc480702808]	
Summary:  

In conclusion, staff is generally pleased with the response to this RFP although some vendors who filed a letter of intent to bid later withdrew and did not bid.  These vendors remarked that the antiquated nature of some of our plans such as the WPE “Classic” Standard Plan, a base/major medical plan that was developed in the 1970s that is rarely available today, and the Medicare Plus plan prevented them from being able to administer the plans within their current systems.  Modernizing the Standard Plans should be a part of further health insurance development.

WPS is the recommended vendor.  WPS scored highest in the evaluation of technical merit.  In recent years WPS has been performing their functions generally very well, and up to expectations.  Since the start of WPS’ administration of the Standard Plan contract for the State and WPE plans in 2006, WPS has developed a good working relationship with the Board and a professional rapport between senior and middle management, customer service, ombudspersons and information  technology counterparts in the Department.  Overall, WPS has shown responsiveness to our requests for information and their ability and willingness to meet our needs when benefits or processes are modified.  As the incumbent vendor, there would be no transition required if WPS is awarded the contract.  A conversion to another vendor would require additional staff and vendor time and while every effort would be made to resolve issues before they arose, certainly, some members would be adversely impacted by a conversion.  

When considering the cost proposals, though UMR would cost less per the quoted administrative fee than WPS, staff could not confirm UMR would cost less overall due to the potential for add-on fees for all self-funded services in the contract.  While UMR appears to have the capability to administer the plans, and they provided a good response in regards to favorable discounts with provider groups and disease management, UMR’s lack of transparency was cause for concern when considering entering into a business relationship with them.  While UMR appears to have the advantage in claim cost, the data was not sufficiently developed to allow Deloitte to confirm the extent of any savings.

Staff will be available at the Board meeting to address any questions that Board members may have about the RFP and selection process.
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