OFFICE OF THE CONTRACTOR GENERAL
OF JAMAICA

Monitoring and Investigation Report

On the Tendering and Tendering Evaluation Processes and on the
Recommendations for the Award of a Contract for the Government
Employees Administrative Services Only (GEASO) Health
Insurance Scheme to Life of Jamaica Limited (LOJ)



OFFICE OF THE CONTRACTOR GENERAL

Monitoring and Investigation Report

On the Tendering and Tendering Fvaluation Processes and on the Recommendations for the
Award of a Contract for the Government Emplovees Administrative Services Only (GEASQO)
Health Insurance Scheme to Life of Jamaica Limited (LOJ)

CONTENTS OF REPORT

3. INVITATION TO TENDER ... s o e i e e e T
5. EVALUATION OF THE PROPOSALS ... ... i 10
6. MINISTRY OF FINANCE AND PLANNING’S INTERNAL ANALYSIS ..................... 17

7. NATIONAL CONTRACTS COMMISSION WCC) ENDORSEMENT OF
THE RECOMMENDATION FOR AWARD .. e 18

9. CRITICAL DEVELOPMENTS FOLLOWING AFTER THE NCC*S ENDORSEMENT
OF MAY 31, 2007 OF THE MINISTRY OF FINANCE’S RECOMMENDATION
TO AWARD THE GEASO CONTRACT TO LIFE OF JAMAICA LIMITED (LOI) ...........23

Office of the Contractor General
October 2007
Page 1 of 28



OFFICE OF THE CONTRACTOR GENERAL
Monitoring and Investigation Report
On the Tendering and Tendering Evaluation Processes and on the Recommendations for the

Award of a Contract for the Government Emplovees Administrative Services Only (GEASQO)
Health Insurance Scheme to Life of Jamaica Limited (1LOJ)

1. INTRODUCTION

The Office of the Contractor General (OCGQG), acting on behalf of the Contractor General,
commenced its sustained monitoring of the tender-invitation and tender-evaluation processes
of the Government Employees Administrative Services Only (GEASQO) Health Insurance
Scheme contract procurement in September 2006.

The OCG undertook its monitoring of the GEASO contract procurement process pursuant to
the provisions of Section 4 (1) of the Contractor General Act which sets out the primary
mandates of the Commission of the Contractor General.

Section 4 (1) of the Act provides, inter alia, that ““... it shall be the function of a Contractor
General, on behalf of Parliament, to monitor the award and implementation of government
contracts with a view fo ensuring that such contracts are awarded impartially and on merit ...
fand) the circumstances in which each contract is awarded ... do not involve impropriety or
irregularity.”

The OCG’s interest in this matter, however, predates the commencement of its sustained
monitoring of the subject tender process in September 2006. Details of this prior interest have
been previously recorded and reported at pages 15-19 of the Contractor General’s 2006
Annual Report to the Parliament of Jamaica. (See Appendix 1).

The OCG has proactively monitored the tender and tender evaluation processes of the
GEASO health scheme contract between September 2006 and May 2007, In June 2007, a
decision was taken to initiate a formal review and assessment of the matter and to produce a
formal Report thereon.

In conducting its assessment of (a) the referenced tendering and evaluation processes and (b)
the Ministry of Finance’s recommendations for the award of the GEASO contract to Life of
Jamaica Limited (LOJ), the OCG thoroughly examined the following documents, among
others:

1. Ministry of Finance and Planning Request for Proposal (RFP) for the GEASO Health
Scheme, AD&D Insurance and Overseas Emergency Health Insurance;
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2. Memo to “all interested Insurers/Brokers™ from the Financial Secretary regarding the
MOFP invitation to Tender — GEASQ Health Scheme, AD&D Insurance and Qverseas
Emergency Health Insurance.

3. Tender Receival Form outlining the results of the opening of the bids;
4. Actuarial Report on the Evaluation of Tenders for the GEASO Health Scheme; and the

5. Ministry of Finance and Planning’s Tender Report on the GEASO Health Scheme
contract.

Out of an abundance of caution, and in an effort to confirm the credibility of its findings, upon
the conclusion of the OCG’s review and assessment of the matter, a Draft copy of this Report
was prepared and formally submitted to the then Minister of Finance and Planning, Dr. The
Hon. Omar Davies, for his review and response. The OCG’s Draft Report was submitted to
Dr. Davies under cover of a letter which was dated July 13, 2007. (See Appendix 7).

In the OCG’s letter of July 13, 2007, Dr. Davies was unequivocally advised, inter alia, as
follows:

“The subject Draft Report seeks to summarize the OCG's assessment, as at June 2007, of the
Tendering and Evaluation Processes which have led to your Ministry’s Recommendation, to the
National Contracts Commission (NCC), to award the subject GEASO Health Scheme contract fo
Life of Jamaica Limited (LOYJ).

As you are no doubt aware, our assessment is based primarily upon the documentation which
your Ministry has so far provided to us and to the NCC.

In the circumstances, if your Ministry is privy to any information which could materially alter
any of the observations which we have made or the Conclusions which we have arvived at in our
Report, we are hereby requiring you to provide same to the OCG, in writing and at our Offices, no
later than 3.00 PM on Friday, July 20, 2007”.

Despite the foregoing, no response to the subject requisition was ever received by the OCG
from Dr. Davies or from the Ministry of Finance.

It is important to note that, except for differences in the title and Introduction sections of the
two (2) Reports, and except for the addition to this Report of its Section #9, the Draft Report
which was previously submitted to Dr. Davis for his review (inclusive of the observations
and Conclusions which were stated therein) was, in all respects, identical to this Report.

It is also instructive to record that the findings and Conclusions which are outlined in this
Report fully substantiates the positions which were conveyed by the OCG as at June 14, 2007,
when the OCG first wrote to the Ministry of Finance and Planning to advise the Ministry,
inter alia, of the OCG’s determinations in the matter as at that date. (See Appendix 2).
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The final section of this Report, namely Section #9, outlines certain critical developments
which have arisen in respect of the GEASO Health Scheme contract procurement matter
between May 30, 2007, when the NCC endorsed the Ministry of Finance’s Recommendation
to award the GEASO contract to LOJ, and October 12, 2007.

Among these developments, were certain unsubstantiated charges which were widely reported
in the Media and which were alleged to have been made by certain members and/or
representatives of the GEASO Monitoring Committee and others.

One of the primary charges which was advanced was that the GEASO Health Scheme
contract tender evaluation process was “flawed” because (a) the GEASO Monitoring
Committee was wrongfully denied a participatory role in the evaluation of the tenders and/or
that (b) L.OJ’s tender was wrongfully selected as the winning tender because Blue Cross of
Jamaica had secured a higher score of 104 points to Life of Jamaica’s 96 points in the
Consulting Actuary’s preliminary evaluation of the tenders.

The OCG hopes that by publishing this Report, together with its analyses, discussions,
findings and Conclusions, to the Parliament and People of Jamaica, these alleged charges will
be shown to be devoid of merit and to be incapable of any credible substantiation.

The OCG is also confident that by publishing this Report, clarity, understanding, transparency
and, above all, credibility, will be brought to the relevant technical considerations which have
guided the Ministry of Finance’s Recommendation (and the NCC’s formal evaluation and
endorsement of that Recommendation) to properly award the GEASO Health Scheme contract
to Life of Jamaica Limited and to reject the recommendations of the Consulting Actuary.

This Report is being submitted to the Parliament of Jamaica as a Monitoring and Investigation
Report under the discretionary powers which are reserved to the Contractor General by
Section 28 (2) of the Contractor General Act.
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2. BACKGROUND

The GEASO Health scheme was originally put to tender in September 2006. However, due to
deficiencies in the Request for Proposal (RFP), which were identified by the OCG during its
routine monitoring of the procurement, the tender was withdrawn to allow for the necessary
adjustments to be made to the RFP.

A meeting was held with the Director of Licenses and Permits, OCG and a Senior
Representative of the Ministry of Finance and Planning (MOF&P) at the Office of the
Contractor General at 9:00 am on Friday, September 29, 2006. The purpose of the meeting
was to discuss the Tender Document for the GEASQ health insurance scheme that had been
publicly advertised, by the MOF&P, for a return date of October 27, 2006.

The Tender Document, which was dated August 2006, was presented to the OCG for review
on September 28, 2006. Hence the review was conducted “on spot” using the printed
document and making the adjustments in the document while speaking with the MOF&P

Representative.

The following are the shortcomings that were identified by the OCG in the Tender Document,
and which had to be remedied before the Tender Document could be considered complete:

¢ No evaluation criteria and methodology,

* No specific tender opening time;

e No clear indication of the responsiveness criteria;

e Clause 2.2 (Validity Period) should read 120 days;

o Contradicting clauses e.g. 2.9.1 vs. 2.9.2;

¢ Revamp the wording for clause 2.10.2 to read “Late tenders must not be accepted”;
e Clause 3.3.1 does not reflect the contract award process;

¢ Clause 3.2.2 appears unfair and onerous;

o Clause 3.2.4 requires explanation as to how the negotiation will be achieved.

At the end of the meecting, the MOF&P Representative was informed that the
recommendations would be sent to the MOF&P in writing for its action.
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The original tender notice, which had a return date of October 27, 2006, was publicly
withdrawn on QOctober 22, 2006 to facilitate the correction of the deficiencies in the Tender
Document which were identified by the OCG.

The OCG was not availed the opportunity to review the revised tender document before it was
reissued by the MOF&P in December 2006. However, the OCG’s subsequent analysis of the
original Tender Document which was dated August 2006, and the amended Tender Document
which was re-issued in December 2006, revealed the following:

¢ The amended document was more comprehensive.

e The new Tender Document incorporated the amendments which were recommended
by the OCG as well as other amendments which were identified by the MOF&P. The
amendments included:

(a) A detailed Evaluation methodology and criteria;

(b) Evaluation criteria with weightings;

(¢) Statement of paid up claims report from 2002;

(d) Summary of benefits from 1999 to present;

(e) Reinsurance claims report;

(f) Number of family and individual subscribers;

(g) AD&D claims experience;

(h) Non responsiveness clause;

(1) Award criteria;

(J) Paid Claims and Claims charged for the GEASO Scheme 2002-2006;
(k) GEASO Health Scheme benefits to be costed,

(1) AD&D Insurance Plan — Benefits Scheme;

(m)Current Membership distribution for the GEASO Scheme;

(n) Re-insurance Claims experience.
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3. INVITATION TO TENDER

The amended RFP indicated the following broad categories of services to be provided in
respect of the three components of the GEASO.

1. Administrative Services Only (ASQO) in respect of the GEASO health scheme.
2. Insurance services in respect of the Overseas Emergency Medical (OEM).

3. Insurance services in respect of the Accidental Death and Dismemberment (AD&D)
Insurance Plan.

Bidders were allowed to submit alternative benefit packages from those options specified in
Schedule 1 of the RFP (A copy of Schedule 1 is attached as Appendix ‘A’ to this Report).
The bidders were advised that the MOF&P would consider awarding separate contracts for
any one or two of the three components, or a single contract covering all three components.

Bidders were required to submit two identical copies of each proposal in a plain sealed
envelope. Eligible Life Insurance companies were allowed to submit proposals for all three
programmes, or any one¢ or two. Bidders were to indicate clearly which programme
/programmes they were submitting proposals for.
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4. RETURN & OPENING OF BIDS

The scheme was re-tendered in December 2006, at which time four (4) companies submitted
proposals before the stipulated closing deadline of 3:00 p.m. on January 12, 2007. Proposals
were opened publicly at 3:15 p.m. on January 12, 2007 and the tender prices submitted by the
four bidders were read out. Persons present at the tender opening were:

Ms Orlene Thomas - Coke & Associates /Eckler Partners
Ms. Rachel Solomon - Ministry of Finance & Planning
Mrs. Shirley Gayle-Sinclair - “

Ms. Cecile Clare - «

Ms. Janet Mitchell - «

Ms. Cecile Dixon - «

(13

Ms. Erica Barnes -
Mr. Dennis Townsend -

(13

Mrs. Claudia Ferguson - GEASO Monitoring Committee (Chairman)
Mrs. Edith Allwood — Anderson - “ (Member)
Mr. Reginald Cornwall - Office of the Contractor General

Mr. Maurice Barrett - “

Mr. Percival Griffiths - “

Representatives were also present from the following companies:

Allied Insurance Brokers - Two (2) persons
Blue Cross of Jamaica Ltd. - Four (4) persons
Guardian Life Ltd. - Two (2) persons
Life of Jamaica - Two (2) persons

Bids were submitted and read out as follows: (See Appendix ‘B’ to this Report - Tender
Receival Form):
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ASO

OEM

AD&D

Blue Cross
Jamaica Ltd

of

Existing:
$1,771,798,593
Option 1:
$2,248,781,991
Option 2:
$2,619.452,244
Option 3:
$3,098.,234,655
Option 4:
$2,156,114,427

$36,182,700

$7,839,585

Life of Jamaica

Lid

Option 1:
$2,189,584,776
Option 2:
$2,942,915,601
Option 3:
$3,495,663.412
Option 4:
No quote

$29,994.312

$5,327,937

Allied Insurance

No Quote for all

(Guardian Like for Like

American Home Like for Like

Broker Ltd options $100,339,200 $4,522.500
Guardian Like for Like
$6,391,800
American Home (Alternative
Like for Like) $6,030,000
Guardian (Alternative Like for
Like) $8,522,400
Option 1: | $99,511,250 Option 1: $5,197,560
Guardian Life | $2,271,725,000 Option la: $9, 862.600
Limited Option 2:
$2,760, 215, 000
Option 3:
$3,305,108,000
Option 4:
No quote
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S. EVALUATION OF THE PROPOSALS

The Consulting Actuarial firm, Coke and Associates/ Eckler Partners, was engaged by the
Ministry of Finance and Planning by the Sole Source method of procurement to evaluate the
proposals. Proposals which were deemed to be substantially responsive to the RFP would be
compared by applving the criteria and points system which were established in the Evaluation
Criteria.

The following verbatim extract is taken from pages 14 — 16 of the Request for Proposal:

“22.

i

1i1

v

EVALUATION METHODOLOGY & CRITERIA

The external Consultants appointed by the MOF&P will evaluate the proposals on the
basis of their responsiveness to the RFP.

In order to obtain the most advantageous offer for the MOF&P the Ministry reserves the
right at its sole discretion to accept any single or two or all three eligible quotations, if
assessed to be in the best interest of the staff. That is, ASO Contract and /or the
Emergency Health Insurance Contract and /or the AD&D Insurance Contract.

(Emphasis added).

Comparisons will be made of tender proposals that are substantially responsive to the
RFP, applying the criteria and points system established in the Evaluation Criteria.

Qualitative factors like demonstrated understanding of the size, peculiarities and
complexities of the administration and funding of an ASO health contract, readiness for
membership set-up and start-up as well as the clarity of the proposals will also be
factored into the assessment.

The subscription rates and/or premium rates must be competitive. If proposed by a
broker on behalf of an insurance company, these must be substantiated by the same
system which applies for the assessment of tenders for the placement of insurances for
Government agencies 1.¢.:

e All tenders must contain Brokers Slips, which are signed, stamped and dated as
evidence, substantiating Insurers’ quotations. In the case of overseas
correspondence brokers, supporting broker’s slips signed by at least the lead
underwriter.

o Sharing risks between two (2) or more insurers (Split policies) — Brokers are
required to provide documentary evidence indicating that each insurer i1s aware
of and is in agreement with the rates and terms that may be quoted.
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vi

vii

viil

X

The Administrative Fees (ASO Contract) must be cost effective. (Emphasis added).

A short list of tenderers that submitted substantially responsive proposals which satisfy
the minimum 80 points may be prepared and invited to an interview by the a team
consisting of the Consultants, MOF&P and some members of the GEASO Monitoring
Committee.

The recommended proposal/s has / have to be approved by the MOF&P. endorsed by
NCC and approved by the Cabinet before the contract/s mav be awarded. (Emphasis
added).

Proposals will be considered solely on the basis of a business arrangement with the

Insurer without any offers of donations scholarships or similar quid pro quo.”

The following verbatim extract is taken from page 16 of the Request for Proposal:

“22.1 EVALUATION CRITERIA

(1) The following are the points that were allocated for the GEASO RFP.

Description Maximum Points
Specific experience of the Tenderer related to the services required 10

Qualification and experience of key staff to be assigned 10

Suitable Administrative System & adequate capacity 30
Comprehensive existing provider network 15

Detailed description of the services to be provided 5

Adherence and responsiveness to the RFP 5

Proposal for administrative set-up and start-up 10

Technical expertise re setting of joint monthly subscription rates 10

Claims processing system 10
Administration Fees 7.5

Coordination of Govt. Health Benefits (NHF, JADEP, etc.) 7.5

Total 120

* Proposal must attain at least 80 points to be considered

(1) For the Emergency Overseas Health Insurance the assessment will have regard to:

Premium rate

Claims system

Benefits levels

Provider Network
Reinsurance arrangements

(i11)  For AD&D Insurance the dominant criterion is competitive premium rates.*

Office of the Contractor General
October 2007
Page 11 of 28






















































































































































































































