


Contract Approval Required by Statute

North Carolina General Statutes §135-48.22 and §135-
48.33(a) require that the BOT approve all Plan contracts 

with a value over $500,000.

The cost of this contract is estimated to be over $500,000.

This contract is exempt from Department of Administration 
Purchase & Contract rules pursuant to §135-48.34.  
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PBM Services Request for Proposals (RFP)
• Intent of procurement:  Secure a pharmacy benefit manager to

provide services and support that will assist with meeting the Plan’s
strategic goals for improving members’ health, members’ experience,
and ensuring financial stability.

• Express Scripts, Inc. currently holds the contract for PBM services.
• Initial term was originally set to expire on September 30, 2013, but extended to

December 31, 2013, so the contract would align with the new calendar benefit
year.

• The Plan’s original two-year option to extend the contract following the initial term
was exercised at the same time and the contract was amended to add another
option to extend through 2016.

• The contract was again amended to exercise the extension through 2016 and add
an option for extension through 2017.

• The PBM RFP was issued since the original term of the contract and
extension periods have expired and to help manage the Plan’s
overall procurement schedule.
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Procurement Process

• The Plan issued the PBM RFP on October 1, 2015.

• Minimum responses were received October 23, 2015.  Five 
potential bidders met minimum requirements and were 
notified on October 27, 2015.

• Bids were received on December 7, 2015, from the 
following:
• Blue Cross Blue Shield of North Carolina with Prime Therapeutics 
• Caremark PCS Health, LLC (CVS)
• Catamaran LLC, an Optum Rx Company 
• Express Scripts, Inc. (ESI)
• Magellan Rx Management, Inc.
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Procurement Process
• Technical proposals were evaluated by the evaluation committee

between December 14, 2015, and January 28, 2016. ESI and
CVS had the two highest technical scores.

• All proposals were reviewed to identify “programs of value” and
scored accordingly for incorporation into the cost proposal.

• Technical proposals for ESI and CVS were then reviewed a
second time using a supplemental document to identify important
services and programs that may not have been reviewed during
the initial scoring process.

• The Segal Company (Segal), the Plan’s actuarial services
vendor, assisted in the analysis and scoring of the cost proposal,
but received “blinded” copies of the bidder’s proposal.
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Procurement Process
• Best and Final Offers  (BAFO)

• Issued to the two bidders with the highest overall scores, ESI and CVS, on
February 24, 2016.

• Clarifications
• Sent to bidders throughout the evaluation process as needed.
• Additional clarifications were sent to ESI and CVS on February 26, 2016,

following a detailed review of the responses by the pharmacy benefits
team.
• Responses were received on March 2, 2016.  ESI did not agree to a contract

requirement regarding the Plan’s audit rights.
• Award Recommendation

• The evaluation committee met on March 3, 2016, and March 4, 2016, to
discuss making a recommendation to the Executive Administrator (EA).

• The evaluation committee reached consensus and made a
recommendation to the EA on March 7, 2016.

• The EA’s recommendation for award sent to the Board on March 8, 2016.
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Cost Scoring Overview
Administrative and Network Fees

• Bidders provided administrative and network pricing on four separate designs:
• Broad Network / Open Formulary
• Narrow Network / Open Formulary
• Broad Network / Closed Formulary
• Narrow Network / Closed Formulary

•
• Formulary Requirements:  

• Each bidder’s closed formulary was evaluated as part of the technical proposal analysis 
to verify that adequate and reasonable clinical coverage is available.  

• A proposal not meeting the following criteria received a cost proposal score of 0 for the 
closed formulary categories.  

• Total member disruption of <10%
• On average, acceptable member disruption levels within 8 critical therapeutic classes

• Network Requirements:  
• Each bidder’s narrow network was evaluated as part of the technical proposal analysis 

to verify that adequate minimum member access is maintained.  
• Minimum required access is defined as 98% of members having access to at least one 

participating pharmacy within 1 mile for urban areas and 95% of members having 
access to at least one participating pharmacy within 15 miles for rural areas. 

• Proposal not meeting that criteria received a cost proposal score of 0 for the narrow 
network categories.   
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Cost Scoring Overview
Other Clinical Programs
• Other Clinical Programs were split into three areas with a maximum of 50

points for each:

Clinical Fees:  Analysis to determine the PMPM fees for clinical
programs not included in the utilization management bundled fee.

Programs of Value:  A review of programs offered by the PBM that may
provide added value to the Plan.  For example, programs that increase
adherence, improve member outcomes and experience, and improve
rebates or other financial opportunities.

Programs with Savings:  Management programs with guaranteed or
projected savings.   A minimum of 3 bidder proposals had to include
clinical programs beyond the required core programs that have either
guaranteed or estimated savings indicated, otherwise no points would
be awarded.
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Best and Final Offer (BAFO)

• A BAFO was requested from ESI and CVS on February 24, 2016.

• The bidders were required to respond to the BAFO request by
8:30 a.m. on February 29, 2016.

• Responses were received and blinded versions sent to Segal.

• The cost analysis was updated by Segal to incorporate the
pricing received in the BAFO.

• The BAFO resulted in additional potential savings that range from
$20 million to $67 million.
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Bidder Disqualification
• A comprehensive review of technical proposals for ESI and CVS was

conducted by the Director of Pharmacy Benefits and the pharmacy team
to identify responses that would need to be addressed prior to contract
award.

• This resulted in clarifications being sent to ESI and CVS on February 26,
2016, regarding various areas of the RFP and the bidder’s response.

• Responses were received on March 2, 2016.
• ESI did not agree to accept the Plan’s audit findings as described in

Section VI.3.7.8.a.ii of the RFP.
• The Plan required that ESI accept the findings of the Plan’s pharmacy

audit vendor to measure certain performance guarantees.  Although
ESI confirmed, the description provided did not support a confirmation
of the requirement.  ESI conditioned acceptance of findings to those
“mutually agreeable between [ESI] and the Plan”

• ESI’s response was deemed unacceptable to the Plan, disqualifying it
from further consideration and therefore precluding award of the contract
to ESI.
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Potential Savings Over Three Years
• Broad Network/Closed Formulary Overall Savings

ESI Bid:    $494.4 million
CVS Bid:   $521.1 million

• Both ESI and CVS offered total estimated savings from the current 
contract of 15%.  

Segal’s complete cost analysis is attached as Appendix 1.  
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New Contract

• The new contract will be effective upon award with services
beginning January 1, 2017.   The contract will expire
December 31, 2019, but has two one-year extensions.
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Recommendation

Plan staff recommends approval of a contract with 
CVS for Pharmacy Benefit Management Services.   
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Appendix 1 - 
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Administrative Fee Summary

This bid analysis report is for the sole use of Plan sponsor and its authorized representatives involved in the competitive bid. Some material provided by 
the bidders may be deemed proprietary and confidential to the bidder and may not be disclosed or shared with any third parties other than the authorized 
employees, directors, or Trustees of the Plan sponsor, unless required by public disclosure laws or other legal requirements.

Bidder 100 Bidder 125 Bidder 150
(BAFO) Bidder 175 Bidder 200

(BAFO)

PMPM Fees

Administrative Fee PMPM

3-Year Cost

Broad / Open

Narrow / Open

Broad / Closed NA NA

Narrow / Closed NA NA

RFP Score

Broad / Open

Narrow / Open

Broad / Closed 0.00 0.00

Narrow / Closed 0.00 0.00

Total Score

Notes:

Projected cost numbers are in thousands.

Bidder 125 and 175 closed formulary options exceeded SHP disruption threshold.
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Network / Rx Fee Summary

This bid analysis report is for the sole use of Plan sponsor and its authorized representatives involved in the competitive bid. Some material provided by 
the bidders may be deemed proprietary and confidential to the bidder and may not be disclosed or shared with any third parties other than the authorized 
employees, directors, or Trustees of the Plan sponsor, unless required by public disclosure laws or other legal requirements.

Bidder 100 Bidder 125 Bidder 150
(BAFO) Bidder 175 Bidder 200

(BAFO)

3-Year Cost

Broad / Open

Narrow / Open

Broad / Closed NA NA

Narrow / Closed NA NA

RFP Score

Broad / Open

Narrow / Open

Broad / Closed 0.00 0.00

Narrow / Closed 0.00 0.00

Total Score

Notes:

Projected cost numbers are in thousands.

Bidder 125 and 175 closed formulary options exceeded SHP disruption threshold.
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Summary of BAFO Proposal Changes – Bidder 150

This bid analysis report is for the sole use of Plan sponsor and its authorized representatives involved in the competitive bid. Some material provided by 
the bidders may be deemed proprietary and confidential to the bidder and may not be disclosed or shared with any third parties other than the authorized 
employees, directors, or Trustees of the Plan sponsor, unless required by public disclosure laws or other legal requirements.
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Summary of BAFO Proposal Changes – Bidder 200

This bid analysis report is for the sole use of Plan sponsor and its authorized representatives involved in the competitive bid. Some material provided by 
the bidders may be deemed proprietary and confidential to the bidder and may not be disclosed or shared with any third parties other than the authorized 
employees, directors, or Trustees of the Plan sponsor, unless required by public disclosure laws or other legal requirements.



20

Summary of BAFO Proposal Changes – Bidder 200 (continued)

This bid analysis report is for the sole use of Plan sponsor and its authorized representatives involved in the competitive bid. Some material provided by 
the bidders may be deemed proprietary and confidential to the bidder and may not be disclosed or shared with any third parties other than the authorized 
employees, directors, or Trustees of the Plan sponsor, unless required by public disclosure laws or other legal requirements.




