Indian Health Service
National Supply Service Center

The Pharmaceutical Prime Vendor Program
The Indian Health Service (IHS) currently utilizes the Department of Veteran Affairs (VA) Pharmaceutical Prime Vendor (PPV) Program which involves a contract with a wholesaler to provide purchase and delivery of pharmaceuticals and other related items to facilities throughout the country.  The IHS utilizes this contract through an interagency agreement with the VA.   McKesson, a pharmaceutical wholesaler, was awarded the  PPV contract by the VA in 2004.  Utilization of the PPV contract enables IHS and Tribal facilities to take advantage of strategic national contracts and incentive agreements on certain medications in various drug classes as well as other federal pricing.  National contracts use the combined buying power of the VA and IHS to secure of the cheapest prices available.  In fiscal year (FY) 2006 the IHS realized approximately $60 million in savings as a result of being included in VA national contracts and incentive agreements. Currently, there are approximately 266 IHS and Tribal facilities that are utilizing the PPV program.  These facilities spent a combined total of $250 million for pharmaceuticals in FY 2006.
The National Supply Service Center (NSSC) in Oklahoma City, Oklahoma serves as the coordinator of the PPV program for the Agency and liaison to the VA regarding PPV issues. This is a requirement of the VA and is termed the “ombudsman” role.  The Primary role of the ombudsman is to oversee and protect the integrity of the contract for the IHS.  This is a complex task and requires delegation and appointment of Contracting Officers Technical Representatives (COTR’s) for each Area as well as a number of other employees and resources at the NSSC.  Below is a list of responsibilities of the PPV Coordinator.
Primary Point of Contact
· Serves as the IHS Pharmaceutical Prime Vendor (PPV) Liaison with the VA regarding PPV issues, National Drug Contracts, Federal Supply Schedule Contracts, Drug Diversion, and related pharmacy matters.

· Maintains one voice of authority, consistency, and direction for IHS pharmacy needs and requirements.  
· Uses professional judgment to determine appropriate actions and responses on behalf of IHS.

· Serves as the lead in quarterly conference calls between the IHS COTR’s (Contracting Officer Technical Representatives) and VA NAC (National Acquisition Center) representatives.  

National Drug Contracts

· Communicates with the VA NAC to ensure the IHS is included in VA and Department of Defense (DOD) National Contracts for pharmaceuticals to the maximum extent possible.  Reviews drug contract solicitations and uses professional knowledge of bioequivalency and therapeutic classifications to determine which drug contracts IHS will want to be included in.

· Determines medication commitment and usage requirements for the Agency by examining usage patterns and purchase data.  Submits forms to the VA NAC in a timely manner.  Maintains support files on all National Contracts.

· Notifies COTR’s when National Drug Contracts are awarded.

· Answers questions from IHS pharmacists and/or Area Pharmacy Officers related to National Drug Contracts, prices, terms, substitution, pricing discrepancies, lock-out over-ride procedures, etc.

Drug Diversion
· Monitors and audits for drug diversion.  Reports potential and known drug diversion to VA, IHS, and other federal authorities.  Provides information, advice, and assistance to IHS pharmacists, administrators, Inspector Generals, Food and Drug Administration officials, District Attorneys, and others on drug diversion.

PPV Contract Renewals 
· Coordinates the IHS effort with the VA NAC to include all IHS facilities in the PPV contract solicitation.  Communicates with all Area Pharmacy Officers, the IHS Pharmacy Officer, and COTR’s for this purpose.

· Coordinates and consolidates IHS contract requirements including delivery times, ordering procedures, payment terms, equipment needs, phase-in schedules, drug usage & expenditures by facility, Drug Enforcement Administration (DEA) licenses, and other numerous pharmacy related information.  

· Provides professional advice and assistance to the VA NAC on questions and matters related to IHS pharmaceutical usage and requirements during the contract solicitation, selection, award, and administration periods.

· Works with the VA and the VA PPV to ensure tribal facilities have the ability to order through IHS Intermediaries.
PPV Information Source
Using professional judgment, drug knowledge, and pharmacy experience provides information to the following groups:

· IHS and Tribal pharmacists (IHS, Area, and Service Unit)– Matters and questions related to the PPV contract, National Drug Contracts, drug diversion, drug purchases, drug pricing and pricing discrepancies, drug shortages, drug substitutions, and numerous other drug and pharmacy related issues.

· PPV (Currently McKesson) – Matters related to manufacturer backorders, drug shortages, charge backs, unusual drug usage, new drugs, substitutions, bioequivalency ratings, contract pricing, prompt payment, representative visits, ordering program, reports, credits, and other related issues.

· Drug Manufacturers – Matters related to IHS and Tribal pharmacies and programs, pharmaceutical representatives, DEA numbers, drug usage, drug formularies, Federal Supply Schedule Contracts, drug prices, drug diversion, and other related issues.   
· VA NAC – All matters related to the PPV Contract, National Drug Contracts, Federal Supply Schedule Contracts, drug diversion, and other related drug and pharmacy issues.

· Inspector General(s), FDA, GSA, DEA, District Attorneys, and Other Federal Authorities – Matters related to drug diversion and improper usage.

· IHS National Pharmacy & Therapeutics Committee: Provides drug purchase information, drug contract (National & FSS) information, drug standardization recommendations, and other information as needed to ensure the IHS purchases and uses high quality, best value pharmaceuticals.

· Federal Pharmacy Executive Steering Committee- Meets quarterly with DOD and VA officials to discuss joint procurement efforts related to pharmaceuticals.  Serves as the only HHS representative.

Involvement, Monitoring, Compliance, and Benefit of National Contracts
In order to be included in the national contracts, the IHS (NSSC) is asked by the VA National Acquisitions Center (NAC) if it wishes to be included prior to solicitation and if so, what the requirements are.  The process is similar for incentive agreements.  The purchase history and utilization patterns of the product are reviewed by the NSSC on behalf of the Agency.  Clinical evaluations and consults are given by pharmacists and physicians in the field as needed (NPTC).  If the product, or class of products, are deemed cost effective and will benefit the Agency, then IHS and Tribal requirements are submitted to the NAC and included in the solicitation.  By submitting requirements, we are guaranteeing the manufacturer(s) market share.  By guaranteeing them market share, they are able to give us the best prices available.  Guarantee-of-use feeds the process.  The VA Pharmacy Benefits Management division (PBM) decides what route they will take to award a contract.  This is a critical step as many factors are taken into consideration such as clinical data, side affect profile, pharmacokinetics, etc. They also help decide if a contract is needed, and if so how many products in a drug class will be extended in the contract and for how long.

By mandating requirements the VA is able to obtain the better prices.  The VA uses a national drug formulary to improve clinical outcomes and to increase standardization system wide. It also is a good tool for guaranteeing market share.  The VA monitors the utilization of the products to maintain the integrity of the contract and the program.  The NSSC, under the direction of the NSSC Director (IHS PPV Coordinator) monitors the utilization and compliance of the contracts for the IHS.  Failure to utilize the requirements solicited in the contract can result in the facility’s Area being removed from the contract on that specific product, which results in a higher price.  Failure to comply with multiple mandatory contracts could result in the facility and the Area being removed from the PPV program entirely.   There is an enormous amount of work that goes into evaluating products, having the IHS included in the contracts and incentive agreements, and monitoring for contract compliance.  The NSSC has provided this service for the Agency since its implementation in 1996 and is not currently funded by the other Areas.  This is a problem because the NSSC operates solely off of a Full Cost Recovery Fee (FCRF) that is assessed to its customers only, not to all PPV users.  This results in a lack of funding and requires NSSC customers to pay for the efforts and resources needed to maintain the PPV program for the entire Agency.  IHS has only scratched the surface for potential savings.  Historically, the national contract price brings as much as 60% off of the Federal Supply Schedule price.   This is a savings that you won't find anywhere else.  The IHS PPV facilities have the opportunity to take advantage of the buying power of the VA which is 20 times greater.  Furthermore, when facilities notice the price and cost savings potential, market share follows as it is usually advantageous for the facility to use the product.  The IHS implemented a national core formulary in October 2005 that is managed by the IHS National Pharmacy & Therapeutics Committee (NPTC).  

Payment and Cost Recovery

Payment for pharmaceuticals is processed through the NSSC or one of the IHS Area offices as an intermediary to the PPV.  This ensures that federal procurement regulations are followed and separation of duties is enforced.  Also, it ensures that VA contractual requirements for payment with the PPV are appropriately met.  The NSSC currently processes payments for 133 of the 266 federal or tribal facilities that use the PPV, which accounts for approximately $96 million in pharmaceutical procurement annually.

The NSSC recovers the costs of acting as an intermediary for its customers by assessing a percentage fee based on the dollar amount of pharmaceuticals purchased each month.   The current full cost recovery (FCRF) fee is 2.7% for NSSC customers.  
