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CORRESPONDENCE MEMORANDUM

DATE:	December 22, 2010
TO:	Jon Kranz, Director, Budget and Trust Finance
FROM:	Jeff Bogardus, Manager, Pharmacy Benefit Programs – DIS
CC:	Lisa Ellinger, Administrator, Division of Insurance Services
	Bill Kox, Director, Health Benefits & Insurance Plans Bureau – DIS
SUBJECT:	Report on the evaluation of proposals received in response to 
RFP # ETJ0007
At the April 13, 2010 Group Insurance Board (Board) meeting staff recommended that, based on the evaluation of the proposals, the Board award the contract for administration of Pharmacy Benefits Manager (PBM) services to Navitus Health Solutions, subject to the successful negotiation of the contract.  The Board approved this recommendation and staff successfully negotiated a contract, to be effective January 1, 2011, with Navitus.

The Department released RFP # ETF0007 for Pharmacy Benefit Management services on January 29, 2010. Eight vendors responded by submitting proposals in response to the RFP.

Since 2004, the pharmacy benefit program for all participants, except Medicare-eligible local government retirees and continuants, has been self-insured and administered by the current PBM, Navitus Health Solutions LLC. This contract expires on December 31, 2010.

As a basis for developing the PBM RFP, staff utilized sample RFPs that other public entities recently published, as well as the RFP developed for the Wisconsin Rx coalition in 2003 (the basis for the selection of Navitus as the State’s PBM beginning in 2004). Staff obtained permission to use content or ideas from all entities’ RFPs that were reviewed in the event we found applicable content for the PBM RFP. Additionally, the Board’s actuary, Deloitte Consulting, provided guidance and expertise by reviewing the PBM RFP and recommending changes and, in some cases, specific language. Deloitte also developed and evaluated the cost proposal section of the PBM RFP (Section D.).

Staff developed the following mandatory requirements that prospective vendors were required to agree to:

· The basis of payment for services provided as the PBM will be a flat PMPM administrative fee. 

· The business model must reflect 100% financial transparency, which is defined in the RFP as a 100% pass-through of prices to the State and WPE programs paid to retail, internet and mail-order pharmacies; 100% pass-through of all drug manufacturer revenue; all pharmacy contracts must be readily available and completely auditable; and business practices, processes and clinical methodologies must be fully disclosed.

· Wisconsin physicians and clinical providers will play a substantial role in the formulary development and the Department will be consulted regarding decisions of the formulary committee that affect State and WPE program and member pharmacy benefits.

· Support, expertise and guidance for the Retiree Drug Subsidy (RDS) program must be provided. 

· Member-level claims data must be shared effectively and efficiently with the Board’s actuary and participating health plans.

· Current, established performance standards must be met and penalties adhered to.

In addition to the mandatory requirements, staff also ensured prospective PBM’s were evaluated with regard to the following relevant issues:

· The PBM’s team dedicated to handling our account must reflect a Wisconsin presence that is readily available, able to create and maintain a close partnership, and allows the Department and Board access to the PBM’s executives and decision makers.

· The PBM must be able to accommodate the current clinical programs that we have in place, and must be able to demonstrate it has an effective Medication Therapy Management program that partners the pharmacist, other health professionals and the member to ensure the optimum therapeutic and targeted outcomes for our members.

· The PBM must have significant penetration of chain and independent pharmacies in Wisconsin, an extensive nationwide network, and provide a mail order program that maintains a high level of customer satisfaction so that the least amount of service disruption is experienced by our members.

· Within its 100% transparent arrangement, the PBM must demonstrate that it can provide a “lowest net cost” pricing model, where the net overall dug cost is the focus as opposed to the highest rebate percentage.

· The PBM must be able to provide our Medicare eligible retirees viable options for prescription drug coverage, including both a Medicare Part D prescription drug plan and wrap-around coverage, and be able to provide support, guidance, and expertise to the State in the event the Board decides to pursue contracting directly with Medicare as an employer group PDP.

· The PBM must have information technology (IT) systems that will accommodate the Department’s current data transfer capabilities to include eligibility data feeds for members covered by the PBM, as well as for members covered by the Medicare Part D prescription drug plan, and claims data sharing with the Board’s actuary and participating health plans. The vendor’s systems must also provide a high level of security and stability..

Proposal Evaluation Personnel

The following personnel were involved in the evaluation of the PBM RFP proposals:

	PBM RFP Process Oversight & Initial Proposal Review

	Jon Kranz, Director, Office of Budget & Trust Finance (OBTF), ETF

	Brian Shah, Budget/Policy Section Supervisor, ETF

	Mark Blank, Senior Purchasing Agent, ETF

	

	PBM RFP Process Facilitator

	Bill Kox, Director, Health Benefits & Insurance Plans Bureau, ETF

	

	Proposal Evaluation Committee
(excluding Cost Proposal and GeoAccess Network Access Report Evaluations)

	 Group Insurance Board Member

	 Manager, Self-Insured Health Plans, ETF

	 Ombudsperson, ETF

	 Manager, Pharmacy Benefit Programs, ETF

	

	Cost Proposal and GeoAccess Network Access Report Evaluation Lead

	 Deloitte Consulting LLP



Proposal Submissions

Eight prospective vendors submitted proposals before the March 3, 2010 deadline:

· Anthem Blue Cross-Blue Shield/Wellpoint
· Catalyst Rx
· CVS Caremark in collaboration with the Wisconsin Rx coalition
· Envision Rx Options
· Informed Rx
· Medco
· UW Hospital and Clinics in collaboration with Medimpact Health Solutions, Inc.
· Navitus Health Solutions

Proposal Evaluation

An initial review of the mandatory requirements, as outlined in Appendix B of the PBM RFP, was performed by OBTF staff, in conjunction with the PBM RFP process facilitator, Bill Kox.  After discussion with the Proposal Evaluation Committee (Committee), two vendors -- Anthem Blue Cross-Blue Shield/Wellpoint and Medco -- did not pass the initial review. 

· Anthem Blue Cross-Blue Shield/Wellpoint disagreed with the mandatory requirement to allow Wisconsin physicians and clinical providers to play a substantial role in the formulary development and to consult with the Department regarding decisions of the formulary committee that affect State and WPE program and member pharmacy benefits.  They provided no explanation as to why they disagreed in either Appendix B or the transmittal letter, as dictated by the instructions.

· Medco’s response to providing 100% financial transparency as defined in the PBM RFP included a substantial number of qualifications and disclaimers.  In the opinion of the Committee these caveats were sufficient to warrant Medco’s removal from further consideration for not meeting this mandatory requirement. 

At a second meeting, the Committee reviewed and discussed scoring of the administrative services portion (PBM RFP Sections B. and C.) of the six remaining proposals. Prior to the meeting, each Committee member reviewed each vendor’s proposal independently and rated the responses. Committee members rated vendor responses without knowledge of cost proposal evaluation results from Deloitte Consulting.

Deloitte Consulting provided an overview of each vendor’s submission to the RFP, in addition to an evaluation of vendor responses to our request for GeoAccess pharmacy network reports.  The results of this evaluation indicated that all the vendors have adequate and similar network coverage compared to Navitus.  Finally, Deloitte performed a full evaluation of the responses to Section D - Cost Proposal, independent of the Committee.  The cost proposal evaluation included a modeling exercise that calculated the total program managed costs for each vendor.  Deloitte’s findings were summarized in their April 5, 2010 memo to the Board and the Committee.

Scoring and Point Assignment

Attachment A provides an overview of the scoring composite and points that were assigned.  Points were awarded on a “must” system of scoring.  The vendor, or vendors, that received the top score (based on all four Committee members’ scores combined) in each Part of Sections B and C of the PBM RFP received the maximum points for that Part.  Other vendors’ points were based on the ratio of their score to the top score.

A Minimum Acceptable Score was also established for each Part in Sections B and C, based on all four 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. 

For the cost proposal Deloitte provided a summary of each vendor’s financial result and suggested point assignment, based on guidance provided by staff regarding the total points allocated to this portion of the proposal.  Points for the cost proposal were assigned by allotting 100% of the points to the lowest cost vendor.  The second lowest cost vendor received the portion of the total points that represents the difference in their costs from the lowest cost vendor.  For example, if the second lowest cost vendor was 5% more expensive than the lowest cost vendor they would receive 95% of the possible points available.  The same scoring arithmetic was used for each vendor.

The following table shows the maximum points assigned for each Part.  

	
	Maximum Points Awarded to Top Scoring Vendor(s)

	Section B – Proposer Qualifications:
	

	Part 1.0 – Organization Capabilities
		55

	Part 2.0 – Staff Qualifications
		40

	Part 3.0 – Vendor References
		55

	Section B Total Points
		150

	
	

	Section C – Administrative Capabilities:
	

	Part 1.0 – Client, Member & Provider Services
		70

	Part 2.0 – System Capabilities
		70

	Part 3.0 – Claims Administration
		60

	Part 4.0 – Transition, Implementation & Turnover Plans
		25

	Part 5.0 – Formulary Management & Clinical Programs
		100

	Part 6.0 – Network Accessibility & Disruption
		75

	Part 7.0 – Medicare Part D
		100

	Section C Total Points
		500

	
	

	Section D – Cost Proposal – Total Points:
		350

	
	

	Total Overall Points
		1,000



Discussion

In general, the vendors whose proposals were evaluated by the committee appear to be capable of administering the Board’s programs.  However, Navitus’ proposal was the most thorough, and best addressed the specific needs of the Board, as illustrated by the scoring and point allocation shown in the table on the next page and in Attachment A.  



	
	Points Awarded:
	
	

	Vendor
	Administrative
Services
	Cost Proposal
	Total

	Navitus Health Solutions
	650.00
	350.00
	1000.00

	Catalyst Rx
	474.14
	345.99
	820.13

	UW Hospital & Clinics/ Medimpact Health Solutions, Inc
	464.90
	296.35
	761.26

	Informed Rx
	426.42
	316.35
	742.76

	CVS Caremark/ Wisconsin Rx
	412.11
	301.38
	713.50

	Envision Rx Options
	238.40
	333.59
	571.99



Navitus was the only vendor that scored above the Minimum Acceptable Score in all ten administrative services Parts of the proposals that were evaluated.  

Areas that set the Navits proposal apart include:
· Section B., Part 2.0 – Staff Qualifications
Navitus’ response provided specific points of contact for Department staff (policy, ombuds, grievance, eligibility and coverage, IT) as well as an assurance that senior Department staff and the Board would have access to the highest levels of authority with the vendor.  In contrast, other vendors, while providing some specific contacts, did not appear to have levels of staff contact to the same extent.  Furthermore, Navitus provided customer service representatives dedicated to the State and WPE programs and their members.  Only one other vendor, Catalyst Rx, specified that there would be dedicated staff for these programs.

· Section C., Part 1.0 – Client, Member and Provider Services
Navitus indicated in its response that it would provide a wide array of services to the Department/Board, our members, and our members’ providers. Navitus indicated that it will provide the Board with whatever is wanted and/or needed, and identified specific services that could be provided such as:

· Consultative reviews and strategic planning at scheduled intervals as well as at any other time we request.
· Unrestricted access to Navitus’ compliance personnel, as well as functional areas and associates who are members of, or involved with, national counsels or committees at the forefront in the PBM industry.
· Full scale E-Prescribing services that allow physicians to transmit prescriptions electronically.
· A wide array of progressive clinical programs.
· A comprehensive reporting package (standard, custom and ad-hoc) that includes a web-based reporting tool (Navi-Gate® 3D) that is available to the Department.
· Published materials for our members, providers and pharmacies that are easy to understand, in addition to their comprehensive web site, both which are fully customizable and specific to our programs.
· A comprehensive web site with user-friendly web-based tools that provide the member, providers and pharmacies with a number of resources.  

Every vendor proposal that was evaluated provided similar services that would be acceptable for our programs.  However, the Committee felt that Navitus presented a more complete set of options that were fully customizable for our programs and better met the needs of the Board.  While Navitus proposed very specific items for us, the proposal also outlined other options and showed us how these could enhance our program.

Finally, access to and involvement with the Navitus Pharmacy & Therapeutics (P&T) Committee in the development of the formulary for our members far exceeds what any other vendor proposed. 

· Section C., Part 4.0 – Transition, Implementation and Turnover Plans 
Navitus was the only vendor to receive a passing score on this Part of the proposal. Navitus provided a thorough, detailed response to all three provisions requested, where other vendors did not. Regarding the need for a Turnover Plan, the common response for other vendors was either to not respond or simply respond by referring to an implementation plan. In the Committee’s opinion, Navitus’ comprehensive response was a reflection of the organization’s attention to detail 

· Section C., Part 5.0 – Formulary Management & Clinical Programs 
Navitus’ proposal included specifics in this section that represent the quality services we have received since 2004, in addition to the introduction of additional services that can be implemented:

· Selecting Navitus as the PBM would create no formulary disruption for our members, other than that which occurs through normal formulary review processes. While a new vendor would be able to provide the same formulary, which would diminish potential disruption of service to our members, the value of managing that formulary might not be the same and cost savings could be affected. Navitus has proven its ability to manage the current formulary and bring value to our programs. Navitus provides members, pharmacists and prescribers with timely notification, and willingly assists the Department with any situations that arise with members affected by formulary changes.

· Navitus will continue to provide the cost management and clinical programs currently in place and offered additional programs that can be implemented such as a Group Purchasing Organization network pricing option, which was unique to Navitus’ proposal; Mandatory Specialty Pharmacy program; prospective drug utilization reviews; and disease management programs developed in conjunction with participating health plans, which already receive data from Navitus for current disease management programs.

· The Navitus P&T committee bases their decisions on evidence-based drug selection working towards a lowest net cost model and includes the Department in the formulary decisions.  The committee includes one member who represents the Department.  Other vendors did not provide this level of involvement with the formulary development.

· Generic utilization has been managed well by Navitus, allowing the State and WPE programs to realize a generic utilization rate in excess of 70%. Navitus will not only continue to manage this in coordination with the benefit plan design, but it will also offer the opportunity to develop customized programs based on the drug trend management programs not currently being used. 

Cost Proposal Review Summary

From a managed cost standpoint, which is the net cost of prescriptions provided under the program less ETF administrative fees, Navitus scored number one with Catalyst Rx a very close second.  Deloitte’s analysis, as provided in Deloitte’s evaluation memo (page 7) in Attachment A, indicates the estimated total managed costs paid by Navitus, based on the sample provided with the PBM RFP, to be $270 million with the following vendors progressively higher in cost as outlined below:

	
	Rank 1
	Rank 2
	Rank 3
	Rank 4
	Rank 5
	Rank 6

	 
	
Navitus
	Catalyst RX
	Envision RX
Options
	Informed RX
	CVS Caremark/
WisconsinRx
	Medimpact/
UW Hospital
& Clinics

	Total
Managed
Costs
	$270,620,000
	$273,720,000
	$283,310,000
	$296,640,000
	$308,210,000
	$312,100,000

	Difference
from
LowCost
Vendor
	$              -    
	$   3,100,000
	$  12,690,000
	$  26,020,000
	$  37,590,000
	$  41,480,000

	Points 
	350.00
	345.99
	333.59
	316.35
	301.38
	296.35



Summary

Based on the results of these two independent scoring processes, Navitus was the clear winner.  Navitus scored number one in the evaluation of the administrative services responses, and was the only vendor to be awarded a passing grade in every category of the PBM RFP. In addition, the evaluation by Deloitte Consulting indicated that Navitus submitted the most cost effective proposal.

Since the start of Navitus’ administration of pharmacy benefit services for the State and WPE programs in 2004, it has continued to develop a close working relationship with the Department and the Board. Navitus representatives have established a strong, professional rapport with ETF senior and middle management staff, customer service, ombudspersons and IT counterparts in the Department. This is reflected in Navitus’ responsiveness to our requests for information and its ability and willingness to meet our needs when benefits or processes are modified.  

Navitus continues to focus on a high quality, cost-effective formulary, while also improving services that benefit our members. Navitus’ customer service focus is reflected in the very low number of complaints the Department receives. While Navitus has recently added a number of larger clients, this has not affected the level or quality of services to our programs.

Finally, a transition to a new administrator of a program of this size carries with it a potential for turmoil and transition-related issues. In light of Navitus’ significant superiority in the scoring of responses to this RFP, and absent any compelling issues with its current and expected future levels of performance, staff believed that Navitus deserved to be awarded this contract, pending successful negotiations on any contract details.
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	Scoring Composite
& Point Assignment
	Section B.
Part 1
	Section B.
Part 2.0
	Section B.
Part 3.0
	Section C.
Part 1.0
	Section C.
Part 2.0
	Section C.
Part 3.0
	Section C.
Part 4.0
	Section C.
Part 5.0
	Section C.
Part 6.0
	Section C.
Part 7.0
	Totals

	
	Minimum Acceptable Score
	192
	72
	36
	216
	72
	108
	132
	324
	108
	108
	1368

	
	Maximum Score
	304
	120
	36
	360
	120
	180
	220
	516
	156
	180
	2192

	Rank
	Top Scoring Vendor(s) Points
	55.00
	40.00
	55.00
	70.00
	70.00
	60.00
	25.00
	100.00
	75.00
	100.00
	650.00

	
	Navitus Score 
	273
	113
	36
	330
	98
	137
	191
	506
	136
	163
	1983

	1
	Pass/Fail
	PASS
	PASS
	PASS
	PASS
	PASS
	PASS
	PASS
	PASS
	PASS
	PASS
	

	Navitus Points
	55.00
	40.00
	55.00
	70.00
	70.00
	60.00
	25.00
	100.00
	75.00
	100.00
	650.00

	
	Catalyst Rx Score
	226
	59
	36
	246
	80
	118
	128
	387
	110
	123
	1513

	2
	Pass/Fail
	PASS
	FAIL
	PASS
	PASS
	PASS
	PASS
	FAIL
	PASS
	PASS
	PASS
	

	Catalyst Rx Points
	45.53
	0.00
	55.00
	52.18
	57.14
	51.68
	0.00
	76.48
	60.66
	75.46
	474.14

	
	UWHC/Medimpact Score
	240
	74
	24
	267
	82
	117
	122
	411
	113
	131
	1581

	3
	Pass/Fail
	PASS
	PASS
	FAIL
	PASS
	PASS
	PASS
	FAIL
	PASS
	PASS
	PASS
	

	UWHC / Medimpact Points
	48.35
	26.19
	0.00
	56.64
	58.57
	51.24
	0.00
	81.23
	62.32
	80.37
	464.90

	
	Informed Rx Score
	219
	80
	36
	248
	84
	122
	118
	325
	104
	112
	1448

	4
	Pass/Fail
	PASS
	PASS
	PASS
	PASS
	PASS
	PASS
	FAIL
	PASS
	FAIL
	PASS
	

	Informed Rx Points
	44.12
	28.32
	55.00
	52.61
	60.00
	53.43
	0.00
	64.23
	0.00
	68.71
	426.42

	
	CVS Caremark / WisRx Score
	214
	76
	18
	258
	88
	101
	104
	383
	113
	141
	1496

	5
	Pass/Fail
	PASS
	PASS
	FAIL
	PASS
	PASS
	FAIL
	FAIL
	PASS
	PASS
	PASS
	

	CVS Caremark / WisRx Points
	43.11
	26.90
	0.00
	54.73
	62.86
	0.00
	0.00
	75.69
	62.32
	86.50
	412.11

	
	Envision Rx Options Score
	217
	73
	36
	166
	76
	101
	92
	322
	108
	90
	1281

	6
	Pass/Fail
	PASS
	PASS
	PASS
	FAIL
	PASS
	FAIL
	FAIL
	FAIL
	PASS
	FAIL
	

	Envision Rx Options Points
	43.72
	25.84
	55.00
	0.00
	54.29
	0.00
	0.00
	0.00
	59.56
	0.00
	238.40

	
	High Score
	273
	113
	36
	330
	98
	137
	191
	506
	136
	163
	


PASS = Receives a score that is at or above the Minimum Acceptable Score		FAIL = Receives a score that falls below the Minimum Acceptable Score
Data based on Proposal Evaluation Committee review of submitted proposals.
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