TIPPS Sample Language for PBM Contracting

Reference Document for Contracting with TIPPS-Certified PBMs


This document can be used as a reference when drafting and executing a TIPPS-based contract with a certified PBM.  Actual contract language may vary by PBM, but addressing each of the following requirements will ensure that your contract meets the specifications of the TIPPS certification requirements.

The following language is extracted from the 2009 Transparency in Pharmaceutical Purchasing Solutions (TIPPS) Vendor Certification RFP.  To achieve TIPPS Certification, a PBM had to agree to the fundamental certification requirements summarized below.  Note that certain minor deviations or exceptions to the requirements were permitted by the Pharmaceutical Coalition, if they did not impact the PBM’s underlying commitment to the primary intent of the stated certification requirements.  

	Acquisition Cost Basis for all Retail Claim Payments

	· The PBM agrees to charge a Participating Group no more than the amount that the PBM pays the pharmacies in the PBM’s retail network for each claim dispensed under their Plan, including all brand and generic drugs. 

	· The PBM agrees that the financial guarantees that the PBM provides to the Participating Group will each function on an independent basis, and that the PBM will not use an overage from one guarantee (i.e. generic retail discounts) to offset a shortfall from another guarantee (i.e. brand retail discounts).

	· The PBM agrees to provide, upon Participating Group request, a complete copy of the then-current Maximum Allowable Cost (MAC) list being used to adjudicate the Participating Group’s retail claims.

	Acquisition Cost Basis for all Mail Service Claim Payments

	· Acquisition cost is defined as a pricing arrangement that is based on either the PBM’s actual inventoried per unit cost (AAC) or the published Wholesale Acquisition Cost (WAC) as defined by First DataBank or another national drug data provider.  The PBM may apply this acquisition cost at the time of adjudication OR through a periodic (at least annual) reconciliation process.

	· The PBM agrees to provide, upon Participating Group request, a complete copy of the then-current MAC list being used to adjudicate the Participating Group’s mail order claims, if applicable.

	· If the PBM uses “WAC” as their acquisition cost basis, the PBM agrees to utilize a MAC list to determine the Participating Group’s cost for any drugs that do not have an associated WAC price in the pricing index that the PBM uses.  The PBM further agrees that this MAC list will be at least as competitive as the MAC list used for its retail network claims.

	· If the PBM uses “AAC” as their acquisition cost basis, the PBM confirms that its systems currently enable the PBM to include the claim-specific AAC in a client’s claims data file.

	Pass Through of 100% of ALL Pharmaceutical Manufacturer Revenue

	· The PBM agrees to pass through to the Participating Group 100% of any and all formulary rebates, market-share rebates, and other rebate revenue that the Participating Group’s utilization enables the PBM to earn.

	· The PBM agrees to pass through to the Participating Group 100% of any and all rebate administrative fees/credits that the Participating Group’s utilization enables the PBM to earn.

	· The PBM agrees to pass through to the Participating Group 100% of any and all data aggregation payments or data sale revenue that the Participating Group’s utilization enables the PBM to earn, or to allow clients to opt-out of these programs.

	· The PBM agrees to pass through to the Participating Group 100% of any and all pharmaceutical manufacturer revenue associated with compliance and adherence programs that the Participating Group’s utilization enables the PBM to earn, or to allow clients to opt-out of these programs. 

	· The PBM agrees to completely disclose to the Participating Group any other revenue received directly or indirectly from pharmaceutical manufacturers that can not be attributed to specific client utilization.  The PBM agrees that this disclosure will occur at least annually.

	Specialty Pharmacy Transparency

	· The PBM agrees to pass through to the Participating Group any and all pharmaceutical manufacturer revenue that the Participating Group’s specialty pharmacy utilization enables the PBM to earn.

	· The PBM agrees to charge a Participating Group no more than the acquisition cost of drugs at the specialty mail order pharmacy, plus a dispensing fee.  Any retail claims for specialty pharmacy shall be adjudicated under the same logic as the traditional retail pricing agreed upon in the Retail Network certification requirements.  This protocol does not include any commitments as it pertains to specialty products dispensed and billed under the medical plan or home infusion benefit.

	· The PBM agrees to provide dose optimization and consolidation programs, where appropriate.

	· The PBM agrees to provide case management for critical disease states (as designated by mutual agreement between the client and the PBM), and will agree not to build the cost of these programs into drug ingredient cost if requested.

	· The PBM agrees to offer a tool to enable cross-walk billing (i.e., J-Code to NDC conversion) for specialty pharmacy claims which are submitted or coordinated via the medical plan or home infusion pharmacy provider.

	Plan Management & Consumer Engagement

	· The PBM agrees to apply all credits including the full drug-specific rebate on a per-unit or days supply basis (specific to NDC-11) at the point of sale at each participating group’s discretion.  This point of sale rebate may be estimated. If the point-of-sale rebate is estimated, the PBM agrees to perform a reconciliation against actual rebate revenue received at least annually.

	· The PBM agrees to provide each Participating Group’s members with a web-based formulary lookup tool.  This tool will allow members to easily identify the formulary status of a drug.  If the PBM cannot currently provide this service, the PBM agrees to develop this service within 6 months of a Participating Group’s request.

	· The PBM agrees to provide each Participating Group’s members with a web-based drug price comparison tool with the ability to calculate the relevant copay or coinsurance for a claim through all available delivery channels (retail network pharmacies, mail order facility, and specialty mail order facility).  If the PBM cannot currently provide this service, the PBM agrees to develop this service within 6 months of a Participating Group’s request.

	· The PBM agrees to provide each Participating Group’s members with a web-based drug price comparison tool with the ability to compare pricing across different retail network pharmacies (when different discounts exist among the providers).  If the PBM cannot currently provide this service, the PBM agrees to develop this service within 6 months of a Participating Group’s request.

	· The PBM agrees to provide each Participating Group’s members with a web-based or letter-based utilization summary tool that identifies member cost-share savings opportunities (i.e. intra-class generic therapeutic substitution opportunities). If the PBM cannot currently provide this service, the PBM agrees to develop this service within 6 months of a Participating Group’s request.

	· The PBM agrees to offer financial performance guarantees to support effective utilization management.  The PBM understand that these performance guarantees must be provided for specific therapeutic classes or disease states (based on the Hewitt VDRC or similar consultant tool).  The PBM agrees that the penalties associated with failure to meet the performance guarantees described above will be offered on a dollar-for-dollar basis, relative to the target cost-savings figure for each therapeutic class or disease states.  If the PBM cannot currently provide this service, the PBM agrees to develop this service within 6 months of a Participating Group’s request.

	· The PBM agrees to allow customization or modification of the Participating Group’s formulary or preferred drug list (PDL) at the Participating Group’s discretion (with the understanding that such modifications may impact minimum rebate pricing guarantees).

	· The PBM agrees to allow customization or modification of the Participating Group’s prior authorization, quantity limit, and step therapy protocols at the Participating Group’s discretion (with the understanding that such modifications may impact minimum rebate pricing guarantees).

	· If any of the customizations or modifications outlined above result in a change to the minimum rebate guarantees for the Participating Group, the PBM agrees to provide modeling and documentation to support such a change.

	Comprehensive Audit & Disclosure Rights

	· The PBM agrees to grant each participating group full rights to audit their pharmacy claims utilization data, contracts and arrangements with retail network pharmacies, contracts and arrangements with pharmaceutical manufacturers, and clinical criteria for utilization management programs.

	· The PBM agrees not to limit the Participating Group’s selection of an auditor to a list of specific firms.  However, language specifying “mutually agreeable” selection of an audit firm is permissible.

	· The PBM agrees to allow a Participating Group to self-audit (conduct an audit without using a third-party audit firm) as long as there is an established “Business Controls” area within the specific Groups organization, and there is no clear conflict of interest inherent in a self-audit.

	· The PBM agrees to provide complete claims data tapes to the Participating Group or their designated consultant or third-party provider upon the Participating Group’s request, including all financial data fields (Undiscounted AWP, Discounted Ingredient Cost, Billed Amount, Dispensing Fee and, if available, POS Rebates and Wholesale Acquisition Cost).

	Other Relevant Contracting Considerations

	· The PBM agrees that the financial guarantees that the PBM provide to the Participating Group will each function on an independent basis, and that the PBM will not use an overage from one guarantee (i.e. generic mail order discount) to offset a shortfall from another guarantee (i.e. brand mail order discount).

	· The PBM agrees that all TIPPS certification requirements will apply to any and all outsourced vendors that handle any functionality that is relevant to these TIPPS certification requirements.
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