CONTRACT #16
RFS # 317.30-04107
FA # 07-17170

Finance & Administration
Benefits Administration

VENDOR:
BlueCross BlueShield of

Tennessee, Inc.
(CoverTN - Plan A)



STATE OF TENNESSEE
DEPARTMENT OF FINANCE AND ADMINISTRATION
CVISION OF BENEFITS ADMINISTRATION
Willlam R. Snodgrass Tennasaes Tower
312 Rosa L Parks Avenue, Sulte 2600
Nashville, Tannesses 37243

Dave Goetz ' Phong: 615.741.4617 Laurle Leo
COMMISSIONER Fax: 616.263.8556 EXECUTIVE DIRECTOR
MEMORANDUM
TO: James White, Executive Director, Fiscal Review Committee

FROM:  Laurie Lee AA
DATE:  September 28, 2010

RE: Amendments No. 4 to BiueCross BlueShield of Tennesses, Inc.'s
CoverTN Plans A and B, Contract Nos. FAQ717170 and FAQ717169
Respectively

Amendments Number 4 to CoverTN Plans A and B extend the terms for one year
and retain current premium rates.

A copy of the amendments, original contracts, all prior amendments, and all
requested supplemental information is included.

Thank you for your consideration of this request.

www.state tn.us/finance/ins



Supplemental Documentation Required for

Fiscal Review Committee

Marlene Alvarez * 615-253-8368
*Contact Name: Contact
Phone:
*Qriginal Contract | FA0717170 *Qriginal RFS | 317.30-041-07
Number: Number:
. 2891 : 31701 - 30002
Edison Contract ]i;hsog R.F‘S
Number: (if applicable) iﬁ}izﬁﬁ})g
}‘Orlglnal Contract | January 12, 2007 *Current End | December 31, 2010
Begin Date: Date:

Current Request Amendment Number: | #4
{if applicable)
Proposed Amendment Effective Date: | December 1, 2010

(if applicable)

*Department Submitting:

Finance and Administration

*Divi

gion: | Benefits Administration

*PDate Submitted:

September 27, 2010

*Submitted Within Sixty (60) days:

Yes

If not, explain.

*Contract Vendor Name:

BlueCross BlueShield Tennessee, Inc.

*Current Maximum Liability:

$50,000,000.00

*Current Contract Allocation by Fiscal Year:
(as Shown on Most Current Fully Executed Contract Summary Sheet)

FY: 2007 FY: 2008 FY: 2009 FY: 2010 FY: 2011 FY: 2012
$2,000,000.00 | $13,000,000.00 | $23,000,000.00 | $6,000,000.00 | $6,000,000.00 | $
*Current Total Expenditures by Fiscal Year of Contract:

(attach backup documentation from STARS or FDAS report)

FY: 2007 FY: 2008 FY: 2009 FY: 2010 FY: 2011 YTD FY:
$344,137.71 | $5,263,299.27 | $6,940,187.82 | $9,868,950.91 | $1,562,920.51 $

IF Contract Allocation has been

greater than Contract

Expenditures, please give the
reasons and explain where surplus

funds were

spent:

Contract Per Member Per Month (PMPM)
expenditures are based on estimates of annual
plan membership for the term of the contract.
Actual membership may vary from the original
estimates during the term of each contract, and
therefore funding needs may vary. Surplus funds
were not spent.

IF surplus funds have been carried
forward, please give the reasons
and provide the authority for the

carry forward provision:

Surplus funds for the CoverTN program were
carried forward to ensure adequate funding to
sustain program growth. Carry forward authority
is PC 1203, Section 35, item 11.

IF Contract Expenditures exceeded
Contract Allocation, please give the
reasons and explain how funding
was acquired to pay the overage:

During FY 2010 expenditures were covered by
surplus funds carried over from 2009.

Effective October 30, 2009




Supplemental Documentation Required for

Fiscal Review Committee

For all new non-competitive contracts and any contract amendment that changes
Sections A or C.3. of the original or previously amended contract document,
provide estimates based on information provided the Department by the vendor
for determination of contract maximum liability. Add rows as necessary to

provide all information requested.

If it is determined that the question is not applicable to your contract document
attach detailed explanation as to why that determination was made.

*Contract
Funding | State: | $50,000,000.00 Federal:
Source/Amount:
Interdepartmental: Other:
If “other” please define:

Dates of All Previous Amendments
or Revisions: (if applicable)

Brief Description of Actions in Previous
Amendments or Revisions: (if applicable)

Amendment # 3 — December 31, 2000

This amendment expands member benefits within the
program’s fixed per member per month payment,
clarifies redetermination of eligibility, extends the
contract period for one calendar year and specifies
improved billing processes and the disenroliment

policy.

Amendment # 2 — April 1, 2009

Amendment # 2 clarifies existing contract language,
updates the summary of benefits and coverage and
details eligibility requirements for those individuais
participating in the Voluntary Buyout Program for
CoverTN coverage.

Amendment # 1 — August 1, 2008

Clarifies contract language, expands member
methods of payment, requires more frequent updates
to member handbook, allows county governments to
become “participating employers,” allows the State to
waive the six-month “go bare requirement” in certain
situations such as an individual's employment
termination.

Method of Original Award: (if applicable) | RFP

*What were the projected costs of the | $50,000,000.00

service for the entire term of the contract
prior to contract award?

Effective October 30, 2009




Supplemental Documentation Required for
Fiscal Review Committee

Planned expenditures by fiscal year by deliverable. Add rows as necessary to indicate
all estimated contract expenditures.

Deliverabie FY: I'yY: FY; FY: FY:
description:

N/A

Proposed savings to be realized per fiscal year by entering into this contract. If
amendment to an existing contract, please indicate the proposed savings to be realized
by the amendment. Add rows as necessary to define all potential savings per

deliverable.
Deliverable FY: FY: FY: FY: FY:
description:
N/A

Comparison of cost per fiscal year of obtaining this service through the proposed
contract or amendment vs. other options. List other options available (including other
vendors), cost of other options, and source of information for comparison of other
options (e.g. catalog, Web site). Add rows as necessary to indicate price differentials
between contract deliverables.

Proposed
Vendor Cost:
(name of
vendor)

FY: FY: FY: FY: FY:

N/A

Other Vendor
Cost: (name FY: FY: FY: FY: FY.
of vendor)

N/A

Other Vendor
Cost: (name FY: FY: FY: FY: FY:
of vendor)

N/A

Effective October 30, 2009




Blue Cross Blue Shield of Tennessee ~ CoverTN Plan A

STARS Contract # FA0717170 STARS 2805445.12 Note: FY 2010 incliides through Sept invoice.
Edison Contract # 2891 EDISON 4143742.7
FY Q9 6945187.82
Fiscal Year Expenditures
FY 2007 344,137.71
FY 2008 5,263,299.27
FY 2009 6,949,187.82
FY 2010 9,868,950.91
YTD FY 201t 1,562,920.51
Fotal 23,088,496.22

No Dollar Increase for Amendment.



NON-AMD123008

NON-COMPETITIVE AMENDMENT REQUEST:

APPROVED

Commissioner of Finance & Administration

+1 31701 - 30002

:— Department of Finance and Administration

- ERISTING. CONTRAGT INFORMATON; -

| Provides statewide administrative services for the CoverTN Program under Plan A, extends
| term to December 31, 2011,

~.| BlueCross BlueShield of Tennhessee, Inc.

.| Edison ID # 2891 (praviously FA-17170-00)

January 12, 2007

December 31, 2010

$60,000,000.00

| December 1, 2010

| Dacember 31, 2011

-1 $50,000,000.00

@ use of Non-Competitive Negotiation is in the best Interest of the state

[] only one unlquely qualified service provider able to provlde the service

Thls amendment beneﬂts the State by contlnumg a successful State-sponscred health insurance program funded by the
General Assembly. The State also benefits in that current member benefits are maintained in a rising health care cost
environment without increasing the per-member-per-month charge. Extending the contract carries out the legislative intent
as expressed through continued approprlatrons for the program.

,Address.of Contractor's Current Pringipal Owner(s) : -(not requirad for a TN state education.ins

BlueCross BiueSh!eId of Tennessee, Inc., 1 Cameron Hill Circle CH 1.2, Chattanooga, Tennessee 37402

+17): Office ,f_qr;lnfgrmatian:Resoyr.qgs Endorsement 1 (required for Information teckinology servids; n/ato. THDA) ", ..

‘ Documentation is ... [X]Not Applicable to this Request [:| Attached to this Request

Initiative Endorsement ! ‘(fequired for healtti-rélated:professiorial, pharmaceutical, laboratory, o Iaging semvice) .




NON-AMDA1 23008

Documentation is .. . Not Applicable to this Request D Attached to this Request

19); Depariment of Human. Resoul

Documentatlon i5 ... . <] Not Appllcable to this Request L__l Attached to this Request

The criglnal contract resewéc the rlght cf the State to cxtend the contract in lncrements of one year, up to & maximum of
five years. The agency did hot attempt to |denttfy ccmpetitlve procurement alternatives. _

The department is satisfied wnth the performance of the Contractor and wishes t0 exercise the option to extend the
_existing contract for another year

WM %//a




CONTRACT AMENDMENT

Agency Tracking # Edison ID Contract #

Amendment #
31701-30002 2831 FADT17170 #4
Contractor Legal Entity Name Registration ID
BlueCross BlueShield of Tennessee, Inc. (Pian A) 91649

Amendment Purpose & Effect(s)

This amendment extends the term to December 31, 2011 and maintains the same premium rates in effect during

CY2010.

Amendment Changes Contract End Date: YES D NO

End Date:

December 31, 2011

Maximum Liability (TOTAL Contract Amount) Increasel/Decrease per this Amendment:

$50,000,000.00

FY State Federal Interdepartmental

Other

TOTAL Contract Amount

2007 $2,000,000.00

$2,000,000.00

2008 | $13,000,000.00

$13,000,000.00

2009 | $23,000,000.00 $23,000,000.00
2010 $6,000,000.00 $6,000,000.00
2011 $4,000,000.00 $4,000,000.00
2012 $2,000,000.00 $2,000,000.00
TOTAL: | $50,000,000.00 $50,000,000.00

American Recovery and Reinvestment Act (ARRA) Funding: D YES NO

Budget Officer Confirmation: There is a balance in the
appropriation from which obligations hereunder are required to
be paid that is not already encumbered to pay other obligations.

Speed Code Account Code
FAD0001741 70804000

OCR USE




AMENDMENT FOUR
TO FA-07-17170-00, EDISON # 2891

This Contract Amendment is made and entered by and between the State of Tennessee, Department of Finance
and Administration, hereinafter referred to as the "State” and BiueCross BlueShield of Tennessee, Inc.,
hereinafter referred to as the "Contractor.” It is mutually understood and agreed by and between said,
undersigned contracting parties that the subject Contract is hereby amended as follows:

1. The text of Contract Section B.1. is deleted in its entirety and replaced with the following:
B.1. This Contract shail be effective for the period commencing on January 12, 2007 and ending on
December 31, 2011. The State shall have no obligation for services rendered by the Contractor
which are not performed within the specified period.

2. Contract Attachment D is deleted in its entirety and replaced with the new Contract Attachment D attached
hereto.

The revisions set forth herein shall be effective on the date of final approval by the appropriate State officials in

accordance with applicable Tennessee State laws and regulations. All other terms and conditions not expressly
amended herain shall remain in full force and effect.

IN WITNESS WHEREOF:

BLUECROSS BLUESHIELD OF TENNESSEE, INC.:

CONTRACTOR SIGNATURE DATE

PRINTED NAME AND TITLE OF CONTRACTOR SIGNATORY (above)

DEPARTMENT OF FINANCE AND ADMINISTRATION:

M. D. GOETZ, JR., COMMISSIONER DATE

Page 1 of 4



Contract Attachment D
Premium Amounts for CY 2007

Total Premium Amounts by Premium Group

A Does not use Tobacco Uses Tobaceo
ge Normal Weight QObese Normal Weight Obese
Under 30 $ 103.00 $ 113.00 % 123.00 & 133.00
30-39 $ 126.00 3 132.00 3% 146.00 $ 159.00
40-49 $ 155.00 $ 170,00 % 17500 8 160.00
50-59 $ 189.00 $ 20800 % 20900 § 228.00
60-64 $ 216.00 3 23800 % 236.00 3 258.00
65+ $ 253.00 $ 27800 % 273.00 § 298.00
State Share of Premium Amounts by Premium Group
Age Does not use Tobacco Uses Tobacco
Normal Weight Obese Normal Weight Obese
Under 30 $ 34,33 3 37.67 3 41.00 % 4433
30-39 5 42.00 3 46.33 $ 4867 % 53.00
40-49 $ 51.67 $ 56.67 $ 5833 §% 683.33
50-59 $ 63.00 3 69.33 3 6967 % 76.00
60-64 $ 72.00 $ 79.33 $ 7867 $ 86.00
65+ $ 84.33 3 92.67 $ 9100 % 99,33

Contractor’s administrative component of the premium amounts: $9.50 per member per month

Premium Amounts for CY 2008

Total Premium Amounts by Premium Group

A Does not use Tobacco Uses Tobacco
g€ Normal Weight Obese Normal Weight Obese
Under 30 $ 112.58 $ 12358 8 134.58 $ 145.58
30-39 $ 137.88 $ 152.18 % 159.88 $ 174.18
40-49 3 169.78 $ 186.28 % 181.78 $ 208.28
50-59 $ 207.18 $ 22808 % 229.18 $ 250.08
60-64 $ 236.88 3 261.08 % 258.88 $ 283.08
B85+ 5 277.58 $ 30508 §% 209.58 3 327.08
State Share of Premium Amounts by Premium Group
Age Does not use Tobacco Uses Tobacco
Normal Weight Obese Normal Weight Obese
Under 30 $ 37.53 $ 4119 % 44.86 $ 48.53
30-39 $ 45.96 $ 5073 % 53.29 $ 58.06
40-49 $ 56.59 $ 6209 % 63.93 $ 69.43
50-59 3 69.06 b 76.03 % 76.39 $ 83.36
60-64 $ 78.96 3 87.03 S 86.29 $ 94.36
65+ $ 92.53 $ 10169 § 99.86 $ 109.03

Contractor’'s administrative component of the premium amounts: $9.73 per member per month

Page 2 of 4



Premiurm Amounts for CY 2009

Total Premium Amounts by Premium Group

A Does not use Tobacco Uises Tobacco
9e Normal Weight Obese Normal Weight Obese
Under 30 $ 112.58 $ 12358 § 134.58 $ 145.58
30-39 $ 137.88 $ 152.18 % 150.88 % 174.18
40-49 $ 169.78 $ 18628 % 191.78 $ 208.28
50-59 $ 207.18 $ 22808 % 229.18 $ 250.08
60-64 $ 236.88 3 261.08 3 258.88 % 283.08
65+ $ 277.58 $ 30508 §$ 299.58 $ 327.08
State Share of Premium Amounts by Premium Group
Age Does_ not use Tobacco Uses Tobacco
Normal Weight Obese Normal Weight Obese
Under 30 $ 37.53 $ 4119 % 44 .86 $ 48.53
30-39 $ 45.96 $ 5073 % 53.29 3 58.06
40-49 $ 56.59 $ 62.09 % 63.93 $ 69.43
50-59 $ 69.06 $ 7603 § 76.39 $ 83.36
60-64 $ 78.96 $ 87.03 % 86.29 $ 94.36
65+ $ 92.53 $ 10168 $ 99.86 $ 109.03

Contractor’s administrative component of the premium amounts: $10.07 per member per month

Premium Amounts for CY 2010

Total Premium Amounts by Premium Group

Age Does not use Tobacco Uses Tobacco
Normal Weight Obese Normal Weight Obese
Under 30 $ 111.58 $ 12258 § 133.58 $ 144.58
30-39 $ 136.88 $ 15118 $ 158.88 $ 173.18
40-49 $ 168.78 b 18528 § 100.78 $ 207.28
50-59 $ 206.18 $ 227.08 % 228.18 3 249.08
680-64 $ 235.88 $ 26008 § 257.88 $ 282.08
65+ 3 277.58 $ 304.08 % 298.58 $ 326.08
State Share of Premium Amounts by Premium Group
Age Does not use Tobacco Uses Tobacco
Normal Weight Obese Normal Weight Obese
Under 30 $ 36.53 3 4019 % 43.86 S 47.53
30-39 $ 44.98 $ 4973 % 52.29 $ 57.06
40-49 $ 55.59 $ 6109 § 62.93 3 68.43
50-59 5 68.06 $ 7503 §% 75.39 $ 82.36
60-64 $ 77.96 $ 86.03 $ 85.29 $ 93.36
65+ $ 91.53 $ 10069 $ 98.86 $ 108.03

Contractor’s administrative component of the premium amounts: $10.07 per member per month

Page 3 of 4



Premium Amounts for CY 2011

Total Premium Amounts by Premium Group

Age Does not use Tobacco Uses Tobacco
Norrnal Weight Obese Normal Weight Obese
Under 30 $ 111.58 $ 12258 § 133.58 $ 144.58
30-39 3 136.88 $ 151,18 $ 158.88 3 173.18
40-49 $ 168.78 $ 18528 $ 190.78 3 207,28
50-59 $ 206.18 $ 22708 § 228.18 3 249.08
60-64 3 235.88 $ 26008 S 257.88 $ 282.08
65+ 3 277.58 $ 30408 298.58 $ 326.08
State Share of Premium Amounts by Premium Group
Age Does not use Tobacco Uses Tobacco
Normal Weight Obese Normal Weight Obess
Under 30 3 36.53 3 019 43.86 $ 47.53
30-39 3 44.96 $ 4973 % 52.29 $ 57.06
40-49 5 55.59 $ 6108 3§ 62.93 $ 68.43
50-59 $ 68.06 5 7503 % 75.39 $ B2.36
60-64 $ 17.96 $ 86.03 § 85.29 3 93.36
65+ $ 91.53 3 10069 § 98.86 $ 108.03

Contractor’s administrative component of the premium amounts: $10.27 per member per month

Page 4 of 4



Contract Attachment D
Premium Amounts for CY 2007

Total Premium Amounts by Premium Group

A Does not use Tobacco Uses Tobacco
ge Normal Weight Obese Normal Weight Obese
Under 30 $ 103.00 $ 113.00 % 123.00 % 133.00
30-39 $ 126.00 $ 13900 % 146.00 % 159.00
40-49 3 155.00 $ 17000 $ 17500 % 180.00
50-59 $ 189.00 3 20800 $% 20000 % 228.00
80-64 $ 216.00 $ 238.00 % 236.00 % 258.00
65+ $ 253.00 $ 278060 % 273.00 §$ 298.00
State Share of Premium Amounts by Premium Group
Age Does not use Tobacco Uses Tobacco
Normal Weight Obese Normal Weight Obese
Under 30 $ 34.33 $ 37.67 $ 4100 % 44 .33
30-39 $ 42.00 $ 46.33 $ 4867 % 53.00
40-49 % 51.67 $ 56.67 $ 5833 3% 63.33
50-59 $ 63.00 $ 69.33 $ 6967 $ 76.00
60-64 $ 72.00 $ 79.33 $ 7867 % 86.00
B85+ $ 84.33 $ 92.67 $ 91.00 $% 99.33

Contractor’s administrative component of the premium amounts: $9.50 per member per month

Premium Amounts for CY 2008

Total Premium Amounts by Premium Group

Age Does not use Tobacco Uses Tobacco
Normal Weight Obese Normal Weight Obese
Under 30 $ 112.58 $ 12358 § 134.58 $ 145.58
30-39 3 137.68 $ 152,18 & 159.88 $ 174.18
40-49 5 169.78 $ 18628 $ 191.78 $ 208.28
50-59 $ 207.18 $ 22808 3 229.18 $ 250.08
60-64 $ 236.88 $ 261.08 $ 258.88 $ 283.08
65+ 3 277.58 $ 30508 3 299.58 $ 327.08
State Share of Premium Amounts by Premium Group
Age Does_ not use Tobacco Uses Tobacco
Normal Weight Obese Normal Weight Obese
Under 30 $ 37.53 $ 4119 § 44.86 $ 48.53
30-39 $ 45.06 $ 50.73 % 53.29 $ 58.06
40-49 $ 56.59 $ 6208 § 63.93 $ 69.43
50-59 $ 69.06 $ 76.03 % 76.39 $ 83.36
60-64 $ 78.96 $ 8703 % 86.28 $ 94.38
65+ 3 92,53 $ 10168 % 09.86 $ 109.03

Contractor’s administrative component of the premium amounts: $9.73 per member per month



Premium Amounts for CY 2009

Total Premium Amounts by Premium Group

A Does not use Tobacco Uses Tobacco
ge Normal Weight Ohese Normal Weight Chese
Under 30 $ 112.58 3 12358 3§ 134.58 $ 145,58
30-39 $ 137.88 3 15218 § 169.88 $ 174.18
40-49 $ 169.78 $ 186.28 $ 191.78 $ 208.28
50-59 3 207.18 $ 22808 % 229.18 $ 250.08
60-64 3 236.88 $ 26108 % 258.88 3 283.08
65+ $ 277.58 $ 305.08 % 299.58 $ 327.08
State Share of Premium Amounts by Premium Group
Age Does not use Tobacco Uses Tobacco
Normal Weight Obese Normal Weight Obese
Under 30 $ 37.53 $ 4119 § 44.86 $ 48,53
30-39 3 45 96 $ 50.73 % 53.29 3 58.06
40-49 $ 56.59 $ 6209 § 63.93 $ 69.43
50-59 $ 69.08 $ 76.03 § 76.39 $ 83.36
60-64 $ 78.96 $ 8703 § 86.29 $ 94.36
65+ 3 92.53 $ 101698 $ 99.86 $ 109.03

Contractor’s administrative component of the premium amounts: $10.07 per member per month

Premium Amounts for CY 2010

Total Premium Amounts by Premium Group

A Does not use Tobacco Uses Tobacco
g8 Normal Weight Obese Normal Weight Obese
Under 30 $ 111.58 $ 12258 § 133.58 $ 144.58
30-39 $ 136.88 $ 15118 % 158.88 $ 173.18
40-49 3 168.78 $ 18528 % 190.78 $ 207.28
50-59 $ 206.18 $ 227.08 % 228.18 $ 249.08
60-64 $ 235.88 $ 260.08 3 257.88 $ 282.08
65+ $ 276.58 $ 30408 § 298.58 $ 326.08
State Share of Premium Amounts by Premium Group
Age Does not use Tobacco Uses Tobacco
Normal Weight Obese Normal Weight Obese
Under 30 $ 37.19 $ 4085 % 44.52 $ 48.19
30-39 $ 45.62 $ 50.3¢ % 52.95 $ 57.72
40-49 $ 56.25 $ 6176 § 63.59 $ 69.09
50-59 3 68.72 $ 7689 3 76.05 $ 83.02
60-64 $ 78.62 $ 8669 § 85.95 $ 94.02
65+ 3 92.19 $ 101.35 % 99.52 $ 108.69

Contractor’s administrative component of the premium amounts: $10.07 per member per month



Premium Amounts for CY 2011

Total Premium Amounts by Premium Group

A Does not use Tobacco Uses Tobacco
ge Normal Weight Obese Normal Weight Obese
Under 30 $ 111.58 $ 12258 % 133.58 $ 144.58
30-39 $ 136.88 $ 15118  § 158.88 $ 173.18
40-49 $ 168.78 3 18528 % 190.78 $ 207.28
50-59 $ 206.18 $ 22708 % 228.18 $ 249.08
60-64 $ 235.88 L 26008 % 257.88 $ 282.08
65+ $ 276.58 $ 30408 % 298.58 $ 326.08
State Share of Premium Amounts by Premium Group
Age Does.not use Tobacco Uses Tobacco
Normal Weight Obese Normal Weight Obese
Under 30 $ 37.19 $ 4085 $ 44 52 $ 48.19
30-39 $ 4562 $ 50.38 % 52.95 $ 57.72
40-49 $ 56.25 $ 6175 % 63.59 3 £69.09
50-59 $ 68.72 $ 7569 & 76.05 $ 83.02
60-64 $ 78.62 $ 8669 % 85.95 $ 94.02
65+ $ 82.19 $ 10135 $ 99.52 $ 108.69

Contractor’s administrative component of the premium amounts: $10.27 per member per month



GENERAL ASSEMBLY OF THE STATE OF TENNESSEE
FISCAL REVIEW COMMITTEE

320 Sixth Avenue, North — 8% Floor
NASHVILLE, TENNESSEE 37243-0057
615-741-2564

Sen. Bill Keiron, Chairman Rep. Charles Curtiss, Vice-Chairman
Senators Representatives
Douglas Henry Reginald Tate Harry Brooks Denna Rowland
Doug Jackson Ken Yager Curtis Johnson Tony Shipley
Randy McNally, ex officio Steve McManus Curry Todd
Lt. Governor Ron Ramsey, ex officie Mary Pruitt Hddie Yokley

Craig Fitzhugh, ex officio
Speaker Kent Williams, ex officio

MEMORANDUM

TO: The Honorable Dave Goetz, Commissioner
Department of Finance and Administration ﬁ / (,
FROM: Bill Ketron, Chairman, Fiscal Review Committee
Charles Curtiss, Vice-Chairman, Fiscal Review Committee CC/
DATE: October 14, 2009
SUBJECT: Contract Comments

(Fiscal Review Committee Meeting 10/13/09)

RES# 317.86-30002

Department: Finance & Administration/Benefits Administration
Contractor: BlueCross BlueShield of Tennessee, Inc.

Summary: The vendor currently provides statewide administrative
services for the CoverTN program under Plan A. These services include,
but are not limited to, marketing, eligibility determination, premium
collection, and delivery of benefits. The proposed amendment increases
the number of visits allowed for certain services, and extends the
current contract for an additional year through December 31, 2010.
Maximum liability: $50,000,000

Maximum liability w/amendment: $50,000,000

After review, the Fiscal Review Committee voted to recommend approval of the
contract amendment.

cc: Ms. Laurie Lee, Executive Director, Benefits Administration
Mr. Robert Barlow, Director, Office of Contracts Review



RECEIVED

SFp 3 3 2009

FISCAL REVIEW

STATE OF TENNESSEE
DEPARTMENT OF FINANCE AND ADMINISTRATION
DIVISION OF BENEFITS ADMINISTRATION
William R. Snodgrass Tennessee Tower
312 Rosa L Parks Avenue, Suite 2600
Nashville, Tennessee 37243

Dave Goetz Phone: 615.741.4517 Laurie Lee
COMMISSIONER Fax: 615.253.8556 EXEXUTIVE DIRECTOR
MEMORANDUM

To: James Whi ecutive Director, Fiscal Review Commitiee
..w""’)r )

From: Brian Hail puty Executive Director, Benefits Administration

Date: Sepiember 22, 2009

RE: Amendment # 3 to the BlueCross BlueShield of Tennessee, Inc. (Plan A)
Contract. Edison Contract humber 2891 (previously FA-17170-00)

Please find attached a Non-Competitive Amendment request to the existing contract
with Blue Cross Blue Shield of Tennessee, Inc. (Plan A), which has been signed by
Commissioner Goetz.

The modification to the contract through this amendment expands member benefits
within the program’s fixed per member per month payment, clarifies redetermination
of eligibility, extends the contract period for one calendar year and specifies
improved billing processes and the disenrollment policy. The base contract, prior
amendments and all required supporting documentation for BlueCross BiueShield of
Tennessee, Inc. (Plan A) are included for review as is the proposed amendment to
the document.

Thank you for your consideration of this request to amend this contract with a start
date for the amendment of December 31, 2009.



Supplemental Documentation Required for

Fiscal Review Commitiee

*Contact Neme! | Marlene Alvarez

*Contact Phone: | 515 253 8358

* .
Contract Number: FA-07-17170-00)

Edison 1D # 2891 {formerly

"RFS Number. | 31701-30002

*Original Contract Begin | Jan. 12, 2007 *Current End | Dec. 31, 2009
Date: Date:
Current Request Amendment Number: | #3
{if applicable)
Proposed Amendment Effective Daie: | Decamber 31, 2008
(if applicabie)
*Department Submitting: ;| Finance-and Administration
*Division: | Benefits Administration

*Date Submitted:

September 22, 2009

*Submitted Within Sixty (60} days:

Yes

If not, explain:

*Contract Vendor Name:

BlueCross BlueShield of Tennessee, Inc.

*Current Maximum Liability:

$50,000,000

*Current Contract Alfocation by Fiscal Year

{as Shown on Most Current Contract Summary Sheet)

Fy: 2007 FY: 2008 FY: 200¢ FY: 2010 FY FY
$2,000,000.00 | $13,000,000.00 | $23,000,000.00 | $12,00C,000.00 | $ $
*Current Total Expenditures by Fiscal Year of Contract: g

(attach backup documentation from STARS or FDAS report)

FY: 2007 FY: 2008 FY: 2009 FY: 2010 YTD | FY FY
$344,137.71 | $5,263,299.27 : $6,949,187.82 | § 2,005,381.36

IF Contract Allocation has been greater than
Contract Expenditures, please give the
reascns and explain whefe surplus funds
were spent:

Contract Per Member Per Month (PMPM) expenditures
are based on estimates of annual plan membership for
the term of the contract. Actual membership may vary
from the original estimates during the term of each
contract, and therefore funding needs may vary.
Surplus funds were not spent.

IF surplus funds have been carried forward,
please give the reasons and provide the
authority for the carry forward provision:

Surplus funds for the CoverTN program were carried
forward to ensure adeguate funding to sustain program
growth. Carry forward authority is PC 1203, Section 35,
item 11. Final determination not yet made for FY 09,

iF Contract Expenditures exceeded Contract
Allocation, please give the reasons and
explain how funding was acquired {o pay the
pverage:

Not applicable.

*Contract Funding . '
Source/Amount: State: | $50,000,000 Federal:
interdepartmentat: Ohor

If “other’ please define;

Dates of All Previous Amendments or
Revisions: (if applicable)

Brief Description of Actions in Previous Amendments or
Revisions: (if applicable)

Amendment # 2 — April, 2009

Amendment # 2 clarifies existing contract language, updates
the summary of benefits and coverage and details eligibility
reguirements for those individuals participating 'in the
Voluntary Buyout Program for CoverTN coverage.

Amendment # 1 - August, 2008

Clarifies contract language, expands member methods of
payment, reguires more frequent updates to member
handbook, allows county governments to become
‘participating employers”, allows the State to waive the six
month “go bare requirement” in certain situations such as an




Supplemental Documentation Required for

Fiscal Review Committee

[ individual’'s employment termination

Method of Original Award: (if applicable)

RFP in calendar year 2006

Include a detailed breakdown of the actual
expenditures anticipated in each year of the
contract. Include specific line items, source of
funding, and disposition of any excess fund. (if
applicable)

See attached — “BCBST CoverTN Plan A"

Include a detailed breakdown, in dollars, of any
savings that the department anticipates will
result from this contract. Include, ata
minimum, reduction in positions, reduction in
equipment costs, reduction in travel. (if
applicable)

No specific dollar amount of savings is anticipated
as a result from this contract amendment.

include a detailed analysis, in dollars, of the
cost of obtaining this service through the
proposed contract as compared to other
opftions. (if applicable)

This contract is being amended for the fourth year
of a potential five year term of the contract. The
actual expenditures anticipated for the current
year and the extension year of the contract are
attached and are based on estimated member
enrollment. See attached.




Blue Cross Blue Shield of Tennessee ~ CoverTN Plan A
STARS Contract # FAD717170

Edison Contract # 2891

YTD 2010 is through September

Fiscal Year Expenditures
FY 2007 344,137.71
FY 2008 5,263,299.27
FY 2009 6,949,187.82
YTD 2010 2,005,381.36
Total 14,562,006.16
Projected CY 2010

$11,200,000



NON-AMD 123008

NON-COMPETITIVE AMENDMENT REQUEST:

APPROVED

Commissioner of Finance & Administration

1) RFS# 31701-30002 (previously 317.30-041-07)
2) Procuring Agency ; Department of Finance and Administration
EXISTING CONTRACT INFORMATON
3) Service Caption ; Provides statewide administrative services for the CoverTN program under Plan A
4) Contractor : BiueCross BlueShield of Tennessee, Inc.
§) Contract# Edison ID # 2891 (previcusly FA-17170-00)
6) Contract Start Date: | January 12, 2007
7) CURRENT Contract End Date : (if ALL options to extend the contract are exercised) December 31, 2009
8} CURRENT Maximum Cost : (if ALL options to extend the contract are exercised) $ 50,000,000.00
PROPOSED AMENDMENT INFORMATON
9) Amendment # #3

10) Amendment Effective Date : {attached explanation required if < 80 days after F&A receipt) | December 31, 2009

11} PROPQOSED Contract End Date : (if ALL options to extend the contract are exercised) December 31, 2010

12) PROPOSED Maximum Cost : (if ALL options to extend the contract are exercised) $ 50,000,000.00

13) Approval Criteria :
(select one}

% use of Non-Competitive Negotiation is in the best interest of the state

D only one uniquely quatlified service provider able to provide the service

14) Description of the Proposed Amendment Effects & Any Additional Service :

This amendment expands member benefits within the program’s fixed per member per month payment, ciarifies
redetermination of eligibility, extends the contract period for one calendar year and specifies improved billing processes
and the disenrollment policy.

15) Explanation of Need for the Proposed Amendment :

This amendment benefits the State by expanding member benefits without increasing the per member per month charge
and modifying the contract language to clarify administrative procedures.

16) Name & Address of Contractor’s Current Principal Owner(s) : (nof required for a TN state education institution)

BlueCross BlueShield of Tennessee, Inc.,, 1 Cameron Hill Circle, Chattanooga, Tennessee 37402

17} Office for Information Resources Endorsement : (required for information technology service; n/a to THDA)

Documentation is ... & Not Applicable to this Request D Attached to this Request

18) eHealth Initiative Endorsement : (required for health-related professional, pharmaceutical, laboratory, or imaging service)

Documentation is ... "] Not Applicable to this Request | | Attached to this Request




NON-AMD123008

19} Department of Human Resources Endorsement : (required for state employees training service)

Documentation is ... IZ] Not Applicable to this Request [:] Attached to this Request

20) Description of Procuring Agency Efforts to Identify Reasonable, Competitive, Procurement Alternatives :

The agency did not attempt to identify competitive procurement alternatives. The original contract reserves the right of
the State to extend the contract in increments of one year up to a maximum of five years. The department is satisfied with
the performance of the Contractor and wishes to exercise this option, The benefit changes to the core contract permitted
by this amendment enhance the benefits to the plans’ members without adding cost. The amendment also specifies
improved billing processes and clarifies the disenroliment policy.

21) Justification for the Proposed Non-Competitive Amendment :

The amendment language adds some responsibilities to the Contractor that will benefit the State and the plans’ members.
The plans’ members benefits are expanded to provide additional coverage within the fixed per member per month rate
thus creating additional value. The clarifications included in this amendment more accurately reflect current business

practices.

AGENCY HEAD SIGNATURE & DATE :
(must be signed & dated by the ACTUAL procuring agency head as detailed on the Signature Certification on file with OCR— signature

by an authorized signatory will be accepted only in documented exigent circumstances)

SIGNATURE & DATE %\2




CONTRACT AMENDMENT

Agency Tracking # Edlson ID Contract # #Amandment
31701-30002 Edison |D # 2891 FATHTO-00- .
{previously 317.30-041-07) F" AO?A 7 1 70
Contractor Contractor Federal Employer Identification or Soclal
Seocurity #

BlueCross BlueShield of Tennesses, Inc, (Plan A)

3 ¢- or [ V- 62-0427913

Amandment Purpose/ Effacts

This amendment expands member benefits within the program'’s fixed per member per month payment,
clarifies redetarmination of eliglbility, extends the contract period for one calendar vear and specifies
improved billing processes and the disenrollment policy.

END DATE AMENDED? YES ﬁ NO

Contract Begin Date Contract End Date Subreclpient or Vendor | oppya gig)
7
January 12, 2007 December 31, 2010 [ subreciplont
Vendor .

FY State Faderal interdepartmental Other TOT:;S:::ract
2007 $2,000,000.00 $2,000,000.00
2008 $13,000,000.00 $13,000,000.00
2009 | $23,000,000.00 $23,000,000.00
2010 $6,000,000.00 $6,000,000.00
2011 $6,000,000.00 [ N $6,000,000.00

TOTAL: | $50,000,000.00 o $50,000,000.00
e s
American Recovery and Reinvestment Act (ARRA) Funding - D YES NO
e e et e —
— COMPLETE FOR AMENDMENTS — Agency Contact & Telophone # .

Marlene Alvarez — Procurement & Contracting Manager

312 Rosa L Parks Avanue, Suite 2600
Base Contract & THIS !
FY Prior Amendment | Nashville, Tennessee 37243
Amendments ONLY 615.253.8358
2007 $2,000,000.00 $0.00 | Agency Budget Officer Approval {thers Is a balancs in the
= riation from which this obligation Is required to be pald
2008 $13,000,000.00 $0.00 ?hpagrgpnct otherwise gncumbered to pay obligations praviousl
2009 | $23.000,000.00 $0.00 | Incurrec) % hay oblgations previously
2010 | $12,000,000.00 | (86:000,000.00) %f/ |
2011 $0.00 | $6.000,000.00 | Speed Code Account Code
TOTAL: | $50,000,000.00 $0.00 FA00001741 70804000




— OOR USE « Procurement Process Summary (non-competitive, FA- or ED-
type only)

The original contract (FA0717170) was procured through
the RFP process.




AMENDMENT THREE
TO FA-07+17170-00 (Edison 1D # 28901)

) This Contract Amendment is made and entared by and between the State of Tennesses, Department of Finance
and Administration, herelnaftar refarred to as the “State” and BlieCross BlueShield of Tennessee, Inc.,
herelnafter referred to as the “Contraotor” It I8 mutually understood and agreed by and betwsen said,
undergigned confracting parties that the subject Contract Is hereby amended as follows:

4 'The text of Contract Section A.4,18. Is deleted In Its entlrety and replaced with the following:

2‘

30

4,

A.4.18,

Except as provided In Section A.5.3.3., once determined ellgible, an employer or a member
shall continue to be ellgible throughout the term of the Contract. Therefore, except as
providad in Sectlon A.4.10. and A.5.1.8,, or as otherwise provided for In Section A,8.3.3., the
Contractor shali not redetermine eligibility of membars on a ragular basis,

The text of Contract Section A,8.2.8. s deleted in its eniirety and replaced with the following:

A5.28.

Except as otherwise provided in the Contract (see, e.g., Section A.5.2.11. and Section
A.6.2,12), the Contractor shall require that all premium payments ba made alecironlcally
through bank drafts (electronic funds transfer), cradit card of debit card.  If payment Is not
made ¢lecironivally through bank draft, credit card or debit card, payment must be made
through a manual payment process.

The text of Contract Seotlon A.8.2.7. I8 defeted In its entirety and replaced with the following;

. A-G-Z‘.?-

The Contractor shall bill the employer for the first month of enroliment. For manual
payments, the Contractor shall raquira pre-payment of subsequent premiumse. For example,
payment for Au?ust coverage shall be required in July. For paymenis made elecironically by
bank draft, cradit card or deblt card, the Contractor shall require payment of premiums on the
first day of the coverage month, For example, funds for August premlum shall be drafted or
charged on the 1st of August, :

The text of Contract Section A.8.2.13, I deleted In its entirely and replaced with the following;

AB.213,

A8.2,13.1.

A8.243.1.1.

AS2.13.1.2,

A'5|2h13l21

: Py alg ambera on Bank Oraft.
ah employer, self-employed ind or member on hank draft doss not have sufficlant
funds to cover the premium due (e.g., total non-stata share) by the due date specified by the
Contractor, the Contractor shall promptly issue a notice of fallure to pay to the employar, the
employee, the seif-employed Individua! or the member. For exaruple, if the Contractor
requires payment of August premiums by draft on August 1at, the Contractor shall send a
notice to the employer, the employes, the seif-employed Individual or the member, requiring
payment of the August premium by the end of Auguat.

The Contraator's. notice of fallure to pay shall Inform the employer, the employes, the seif-
employed Individual and the member, as the case may be, that If funds ara not avakable or
payment I8 not manually made by the end of the coverage monih {i.e., by August 31st), the
member shall be disenrolled from the Contractora plan and terminated %rom the CoverTN
program {aes Section A,8.3) effeotive the end of the coverage month {l.e., August 31st).

The notica to the employer aheall say thal payment must include the pramium (employer and
employae shara) for two months.

The notice to tha smployes, seifinsured individual or member on bank draft shall give such
individual the optlon of making payment {total non-state share) for only gne month (ses
Seotion A.8.2.13) and shall also explain the methads such individual may use to make
payment, whioh shall include credit card and debit card.

It payment is not ourrent by tha time the Contractor lasues the next month's bill (i.e., the
September bill), such bl shall include & delinquency notice informing the employar, seif.

Page 1 of 18



AB.2.13.3.

A.62.13.3.1.

~

AB.2.133.2
Ab5.2,13.3.3.
A.8.2.134,

AB52134.1.

A.6.2.13.8,

employed Individual or member of the amount dus to aveld diseswaliment from the plan and
termination from the GoverTN program. :

For employer-funded premium, if funds are available or payment is manually made for both
the employer and employes share for two months by the end of the coverage month (Le., by
August 31st), coverage shall continue. Using the example above, if the employer pays the
August premium and Sepiember premium (employer and employge share) by the end of
August, then coverage continues through September.

if the empioyer funds the account or manually pays one month's premium (employer and
employee shara) by the end of the coverage month, then the employse Is terminated
effective the end of the coverage month (August 31st in the example abova).

If the employee pays one month's pramium (employer and employee share) by the end of the
coverage month (August 31st In the example above), then the employee’s coverage
gogt;n;:g;z thiough the foflowing month (September 30th In the example above) (see Section

if no funds are avallable and no payment is manually received from the employer or the
employse by the end of the coverage month (August 318t in the exampls above), the
employee s terminated offective through the end of the coverage month (August 31st In the
example above),

For member-funded premium (self-employed Individuals and members on bank draft), if the

member funds the account or manually pays for one month’s premium (tolal non-state share)

by the end of the coverage month (August 31st in the example above), then the member's

g:\fearagz %o?g;zuas through the following month {Septembar 30ih In the example above) (see
otion A.2.18),

if no funds are available and no paymeni Is manuselly recelved by the end of the coverage
month (August 31st In the example above), the member Is terminated effective the end of the
coverage month {August 31st in the exemple above).

The Contractor shall permit employers, self-employed individuals and members on bank draft
1o have ingufficlent funds two times in a rolling 12-month perlod, as long as those funda are
made avallable or manually paid by the end of the coverage month, before disenrolling such
membaer. On the third insufficlent fund notification, the Contractor shall disenrolt the menbers
effective the end of the coverage month. if this ocours for a participating employer, the
Contractor shall; g?&lnot!fy the other contractor providing statewide health plan administrative
service for CoverTN; and (b) ensure that the employer dees not participate in its plan for a
period of six months from the date of disenraliment.

8. Thetext of Contract Section A.8.2,18, I8 deletad (rite sniirely and replaced with the following:

A.8.2.18.

AB2.1841.

nsRayment. b thets, naving. by Menugl Procesy. i a member is responsibie for
payment of hisihar premium through the mariual payment process (e.g. member who no
fonger worke for a partiolpating employer, or, In Phase 2, an employae of a non-participating
employar or spouse of such an employes), and the member's premium is not pald by the due
date specifiad by the Cantractor, the Confractor shall continue coverage through the
coverage manth. If one menth's premium payment Is ot made before the end of the
coverage month, the Contractor shall terminate the member effactive the end of that
caverage month, However, if one month's premium. payment is recelvad befora the end of the
coverage month, coversge shali continua for another month. Nonetheless, the Contractor
may require the member to set up and follow a payment plan to bring payments ¢urrent.

If a member's premium |s not pald by the due date specified by the Cantractor, the Gontractor
shall immediately iasue a rotice of failure to pay to the membaer glving the member until the
end of the manth for which payment Is due to bring paymaent cutrent. For example, if the
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7.

9'

Confractor requires payment of August premlums on July 20th, the Contractor shall send a
notice requiring payment of the August premium by the end of July,

AB.218.2 If payment Is not current by the end of the month in which it Is dua, the Contractor shall notify
the member that if payment Is not made by the end of the coverage month, the member shall
be disenralled from the Contractor's plan and terminated from the CovertN program (see
Section A.8.3), If premium payment I8 made by the end of the coverage month, regardiees of
whethar payment is made current, coverage shall continue, Using the example above, If the
August premium 1 pald by the end of August, then coveraga continuas through September. if
Ro paymant la received by the and of August, the member's covarage is terminated effective

ugust 31st.

AB.2.18.3. The Contractor shall not require members t¢ make payments for coverage during the time
period when payment was not made (e,9., In tha example shove, If the Augus! premium 8
- pald by the end of August, the membar may pay the September pramium in September, the
Oatob?r premium In October, efc.). The Conlractor shall not refer these paymenis for
collection. '

The following provision Is added as Contract Saction A.5.2.16.; renumber exlating Contract Section A.5.2.16.
and subsequent sections as necessary: .

A.8.2.18,

by Members o8 hy, Cradit Card qr Gard. If a member Is responsible
for paymen s/her premium by credit card or debit card, and the charge Is not approved
by the due date spegifiad by the Contractor, the Contraetor ahall promptly lssue a notice of
faiiure to pay to the member and move the member to the manual payment procéss (see
Seotlon A.8.2.18.). For example, if the Contractor requires oredit onrd payment of August
premiums by Auguat 151, the Contraclor shall send a bill to the member showing the premium
amount due for August,

g Qr Liey

The text of Contract Seotion A.8.3.3. Is detated In lts entirely and replaced with the following:

A8.33, The Contractor shall disenrcll @ member from its plan, and terminate the member from the
CoverTN program, if the member (a) moves out of stata but does not waork for a participating
amployer, (b) Is a non-rasident but no Jonger works for a particlpating employer, (¢) is enrolled I
elther Madicare or Medicald, or (d) dies, or upon the State's detarmination, in writing to the
Contractor, that the mamber e no tonger eligible for the CoverTN program. if the Contracter
becomes aware that @ member has movad out of state, I8 enrolled in either Madicare or
Medicald, ar died, the Coniractor shall lssue a diserraliment nofice and digenroll the member
g:ﬂosa “the Contractor raceives an attestation from the member refuting the basls for

senroliment.

The text of Contract Saction A.58.3.4. ls deleted in its entirety and replaced with the following:

A8.34. The Contractor shall disenroll & member from i plan for non-payment of premiums (see Sections
A8.2.13. through A.8.2.16.), if a member is disenrolled for non<payment of pramiums, he/she ls
terminated from the CovertN program and shail riot be ablé to enrall in a CoverTN plan for &
petiod of six (8) months from the date of disenroliment. However, if an employee was disanrolied
as a resuit of non-payment by the employer, the employas may reenroll If he/she applies as an
amployee of another qualifying employer or pays the entire non-state share. The Contractor shall
not require these individuala to pay past due premiums that were not pald by the employer, if

~ fhese individuals re-orrall within 83 calendar days of digsenroliment, then the emplayee will
receive cradit for any of the pre-existing condition wailing period satisflad during the Inilla!
coverage perlod (gee Contract Section A.2.4.).

The text of Contract Section B. is deleted in its entirety and replaced with the following:

B, This Contract shall be effactive for the pariod commenaing on January 12, 2007 and ending on
Docember 31, 2010. The State shall have rio obfigation for servicea renderad by the Conteictor
which are not performed within the specified perlod.

Page 3ol i8



B.2, lon. The State reservas the right to extend this Contract for an additional perlod or

periods of time represeniing Increments of ne more than one year and a total contract term of no
. mare than five (5) years, provided that such an exienslon of the contract term ls effected prior to
) * the current, contract explration date by means of an amendment 1o the Contract. If the extension
of the Contract necessilates additione! funding beyond that which was Included In, the original
Contract, the increase In the State's maximum Habllity rates will also be effected through an
amendment to the Contract, and shall be based upon paymeni provided for in the origina

Coniract.:
10. The text of Contract Section B.2. Is deleted In Its entiraty and replaced with the following:

B2, gp,mmymwlgw*ggm All instructions, notices, consents, demands, or other
communications required or contemplated by this Contract shall be In wriling and shall be made
by certified, first class mall, return receipt raquested and postage prepald, by overnight courier
service with an asset tracking system, or by EMAIL or faosimila transmission with reciplent
confirdation.  Any such communications, regardless of method of transmisslon, shall be
addressed to the respective parly at the appropriate malllng address, facsimile number, or EMAIL
address as set forth betow or to that of such other party ar address, as may be hereafter specified

by written notice.

The State;

Marlene D. Alvarez, Managsr of Procurements and Contracting
Tennesses Depariment of Finance and Administration,
Benefits Administration Division

312 Rosa L Parks Avenue, Suite 2800

Nashviile, TN 37243
ALae. i varg A0t 13
alephone: 618.283.8388

) FAX: 618.283.8588

The Contractor:

Amy Bercher, Produot Manager
BlueCrons BiuaShleld of Tennessee, Ino.
1 Cameron Hilf Circle
Chaltancoga, Tennassee 37402
ANy Bargher@VSHET M.«
elephone: 423.638.6083

FAX: 423.891.9111

with a copy to:
Tora Roberaon, Direotor of Legal Servicas & Depuly General Counsel
BlueCrosy BiueShieid of Tennesgee, ino.

1 Cameran Hill Cirole
Chattanooga, TN 37402

(183

one: 423.8

+

Fe op 3 3,
FAX: 423.835,1004

All Inslructions, notices, consents, demands, or other communications shall be considered
effactively givan upon recelpt or reciplent confirmation as may be required.

1. Eonltraot Altachiment A is deletad in ifs entirety and replaced with the new Contrast Altachment A attached
eroto.

) 12, ‘?on!!raot Attachment D is delated in I8 entirely and raplaced with the new Contract Attachment D attached
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The revisions set forth herein shall be effective Dacember 31, 2009, All other terms and conditions not expressly
amended heraln shall remain In full forca and effect.

IN WITNESS WHEREBOF,

BLUECROSS BLUESHIELD OF TENNESSEE, INC.:

dh  slofs .

CONTRACTOR/SIGNATURE DATE /
SONYA K, NELSON, VICE PRESIDENT, STATE GOVERNMENT PROGRAMS
PRINTED NAME AND TITLE OF GONTRACTOR SIGNATORY (above)

DEPARTMENT OF FINANCE AND ADMINISTRATION:

0. Gt l. e Y=F-08

™. D. GOETZ, JR., COMMI®SI EWW ' ' DATE
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Contract Attachment D
Promium Amounts for CY 2007

Total Pramium Amounts by Premium Group

Age ' Does not use Tobacso Uses Tobacco
Normal Weight Ohese Normal Welght Obese
Under 30 $ 103.00 $ 11300 § 12300 $ 133.00
30-39 $ 128.00 3 13800 § 14800 $ 160,00
40+49 $ 185.00 $ 17000 $ 17600 $ 180.00
80-89 $ 180.00 $ 208.00 . § 20000 . § 228.00
60-64 $ 218.00 $ 23800 $ 23600 § 258.00
684 $ 283.00 $ 27800 $ 273.00 8 208.00
State Share of Pramium Amounts by Pramium Group
Age Does not use Tobacto Uses Tobaceo
‘ Normal Welght Obese Normal Welght Obase
Under 30 $ 34.33 $ 31.67 $ 4100 $ 44.33
30-39 $ 42.00 $ '46.33 $ 48687 $ 83.00
4049 $ §1.67 $ 86.67 $ 6833 § 63.33
50-89 $ 6300 § 60,33 $ 60.87 3% 78.00
80-64 $ 7200 § 79,33 $ 7687 % 86.00
88+ 3 84.33 $ 82,87 $ 9100 §$ 98.33

Contractor's administrative componant of the premium amounta: $9.50 per membér per month

PFramlum Amounts for CY 2008

Total Premium Amounts by Premium Group

Age Dees not use Tobacgco Uses Tobacco
: g Normal Welght Obosge Normal Welght Obese
Under 30 $ 112.58 $ 12388 $ 134,58 $ 146.68
30.39 $ 137.88 ] 16218 § 189.88 $ 174.18
40.49 $ 169.78 § 18628 § 191.78 $ 208.28
8050 $ 20718 $ 228,08 $ 220,18 $ 260.08
6064 3 23088 $ 26108 $ 248,88 $ 203.08
66+ 3 27758 § 30808 $ 299.88 $ 327.08
State Share of Premium Amotints by Premium Group
Age Does not use Tobaocod tses Tobacco
‘ Normal Welght Obese Normal Welght Obose
tUnder 30 $ 37.83 $ 4110 § 44,66 3 48.83
30-39 $ 45.96 $ 5073 $ §3.20 3 #6.06
40-49 3 £6.89 $ 4209 3 683.93 $ 69,43
§0-89. $ 69.06 3 7603 3 70.39 $ 83.36
60-84 $ 78.80 $ 8703 8 86.29 $ $4.36
86+ 8 02.83 3 10168 $ 09.86 $ 109.03

Contractor's administrative scomponent of the pramium amounts: $9.73 per memhber per month
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Promium Amounts for CY 2009

Total Premlum Amounts by Premlum Group

A Doss not use Tobacco Uses Tobacco
g° Normal Welght Obase Normal Weight Obose
Under 30 $ 112.68 $ 12368 § 134.68 5 146.68
30439 $ 137.88 $ 18218 § 160.88 $ 1':_'4.18
40-49 8 169,78 § 16628 § 101.78 $ 208.28
§50-88 3 207.18 $ 22808 § 229.18 $ 250,08
80-64 $ - 23688 8 261,08 § 28888 § 283.08
a5+ $ 277.58 $ 30808 § 209.58 $ a2t.os
State Share of Pramlum Amounts by Premium Group
Age Doss not use Tobacco Uses Tohacco
Normal Welght Ohese Normal Welght Ohese
Under 30 3 37.83 $ 4119 § 44,86 $ 48.83
30.39 $ 45.08 $ 6073 § £3.20 $ 56.06
40-49 $ 86.69 $ 6209 & 83.93 $ 60,43
80-50 $ 69,06 $ 7603 3 76.39 $ 83.38
80.84 $ 78.98 $ 87.03 § 86.29 $ 94,39
88+ $ 92.83 $ 10160 00.86 3 109.03

Contractat’s adminletratlve component of the premium amounts: $10.07 per member par month

Premium Amounts for CY 20190

Total Pramium Amounts by Premiuri Group

Age Does not use Tobacco Uses Tobacoo
g Normal Welight Obase Normal Welght Obase
Under 30 3 111.88 $ 12258 . § 133.88 3 144.58
30-39 $ 13688 $ 181.14 § 188.88 $ 173.18
40-49 $ 16818 19828 ¢ 100.78 $ 207.28
80-80 $ 20818 $ 22108 3 228.18 $ 249.08
60-64 3 23508 8 28008 8 257.88 $ 282.08
a8+ $ 276.68 $ 30408 208.88 $ 326.08
State Share of Pramiunt Amounts by Pramlum Group
Age Does not use Tobacco Uges Tobaoco
Normal Walght Obese Normal Welght Obese
Under 30 $ 37.19 $ 4088 § 44.82 $ 48.19
30-39 $ 48.62 $ 8030 § 52.98 3 67.712
40-49 $ 66,20 § M 3 3.4 $ 09.09
80-59 $ 68.72 $ 7860 8§ 76.08 $ 83.02
60-84 $ 78.62 3 8669 § 88.98 3 04.02
65+ § 02,19 $ 101,38 § 90.52 $ 108.60

Contraotor's administrative component of the premium amounts: $10.07 per member per month
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GENERAL ASSEMBLY OF THE STATE OF TENNESSEE
FISCAL REVIEW COMMITTEE

320 Sixth Avenue, North — 8% Floor
NASHVILLE, TENNESSEE 37243-0057
615-741-2664

Sen. Bill Ketron, Chairman Rep. Charles Curtiss, Vice-Chairman
Senators Representatives
Douglas Henry Reginald Tate Harry Brooks Donna Rowland
Doug Jackson Ken Yager Curtis Johnsen Tony Shipley
Paul Staniey Steve McManus Curry Todd
Randy McNally, ex officio Mary Pruitt Fddie Yokley
1. Governor Ron Ramsey, ax officio Craig Fitzhugh, ex officio

Speaker Kent Williams, ex officio

MEMORANDUM

TO: The Honorable Dave Goetz, Commissioner
Department of Finance and Administration %t(’
FROM: Bill Ketron, Chairman, Fiscal Review Committee (4
Charles Curtiss, Vice-Chairman, Fiscal Review Committee CV/
DATE: March 25, 2009
SUBJECT: Contract Comments

(Fiscal Review Committee Meeting 3/23/09)

RFS# 317.01-300

Department: Finance & Administration/Benefits Administration
Contractor: BlueCross BlueShield of Tennessee, Inec.

Summary; The vendor currently provides statewide administrative
services for the CoverTN program under Plan A. These services include,
but are not limited to, marketing, eligibility determination, premium
collection, and delivery of benefits. The proposed amendment
establishes requirements for determining the eligibility of individuals
who participated in the voluntary buyout program.

Maximum liability: $50,000,000

Maximum liability w/amendment: $50,000,000

After review, the Fiscal Review Committee voted to recommend approval of the
contract amendment,

cc: Mr. Mike Morrow, Deputy Commissioner
Mr. Robert Barlow, Director, Office of Contracts Review



GENERAL ASSEMBLY OF THE STATE OF TENNESSEE
FISCAL REVIEW COMMITTEE

320 Sixth Avenue, North — 8t Floor
NASHVILLE, TENNESSEE 37243-0057
615-7T41-2564

Sen. Bill Ketron, Chairman Rep. Charles Curfiss, Vice-Chairman
Senators Representatives
Douglas Henry Reginald Tate Harry Brooks Donna Rowland
Doug Jackson Ken Yager Curtis Johnson Tony Shipley
Paul Stanley Steve McManus Curry Todd
Randy McNally, ex officio Mary Pruitt Eddie Yokley
Lt. Governor Ron Ramsey, ex officio Craig Fitzhugh, ex officic

Speaker Kent Williams, ax officio

MEMORANDUM

TO: The Honorable Dave Goetz, Commissioner
Department of Finance and Administration L
FROM: Bill Ketron, Chairman, Fiscal Review Committee @7 CJ/
Charles Curtiss, Vice-Chairman, Fiscal Review Committee
DATE: February 27, 2009
SUBJECT: Contract Comments

(Fiscal Review Committee Meeting 2/23/09)

RFS# 317.01-300

Department: Finance & Administration/Benefits Administration
Contractor: BlueCross BlueShield of Tennessee, Inc.

Summary: The vendor currently provides statewide administrative
services for the CoverTN program under Plan A. These services include,
but are not limited to, marketing, eligibility determination, premium
collection, and delivery of benefits. The proposed amendment
establishes requirements for determining the eligibility of individuals
who participated in the voluntary buyout program.

Maximum liability: $50,000,000

Maximum liability w/amendment: $50,000,000

After review, the Fiscal Review Committee deferred action on the contract
amendment until the next meeting to obtain more detailed information from the
Department of Finance and Administration concerning the cost and potential
saving from the contract amendment.

ce: Mr. Mike Morrow, Deputy Commissioner
Mr. Robert Barlow, Director, Office of Contracts Review
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FISCAL HEVIEW

CoverTN Plan A

A detailed breakdown of the actual expenditures anticipated in each year of the contract,
including specific line items, the source of funds {federal, state, or other—if other, please
specify source), and the disposition of any excess funds.

Please see attached financial forecast in response to this item. The source of funding for this
contract is state dollars with the other two thirds of the premium paid by the participant and/or
employer.

A detailed breakdown in dollars of any savings that the department anticipates will resuit
from this contract, including but not limited to, reduction in positions, reduced
equipment costs, travel, or any other item related to the contract.

No savings are anticipated as a result from this contract amendment. The amendment does
provide additional benefits to the Plan that adds value for the member with no additional cost to
the State or the member.

The intent of the data match function is to ensure individuals who are not eligible for CoverTN
coverage would be detected through the data match performed by the Contractor and removed
from the program. This function serves to maintain the expenditure of funds for those
individuals eligible for the program and not waste funds on individuals ineligible. While not
considered a savings, the performance of the data match is deemed a financial control for the
program. The cost of the data match function, the go-bare programming and the reporting
package is included in the amendment document.

A detailed analysis in dollars of the cost of obtaining this service through the proposed
contract as compared to other options.

This contract is in the third year of the original term of the contract. The actual expenditures
anticipated in each year of the contract going forward are included above in the response to
question number one.

The data match function is performed by the Contractor and compares members of CoverTN to

confirm that the applicant does not have current health benefits coverage with the Contractor or

has had health benefits coverage with the Contractor in the past six months. The data belongs
to BCBST and this function could not be performed by the State.



Assumption: CoverTN retains its FY 2009 funding levels

Month

Jul-09
Aug-09
Sep-09
Oct-09
Nov-09
Dec-09
Jan-10
Feb-10
Mar-10
Apr-10
May-10
Jun-10

Population Projection Plan A

58%

21,864 12681
22,520 13062
23,196 13453
23,891 13857
24,608 14273
25,346 14701
26,614 15436
27,944 16208
29,342 17018
30,222 17529
31,128 18055
32,082 18596
Total FY 10

PianB CostPlan A Cost Plan B
42% 65.17 68.55
9183 826,428.30 629,486.21
9458 851,221.15 648,370.79
g742 876,757.79 667,821.92
10034 903,060.52 687,856.57
10335 930,152.34 708,492.27
10645 958,056.91 729,747.04
11178 1,005,959.75 766,234.39
11737 1,056,257.74 804,546.11
12323 1,108,070.63 844,773.41
12693 1,142,342.74 870,116.62
13074 1,176,613.03 896,220.12
13466 1,211,911.42 923,106.72
$12,047,832.31 $9,176,772.16

NOTE: CoverTN can support approximately 27,000 enrollees. This shows us going to 32,000 in
order to show us spending all our budgetary dollars for FY 10.

Jul-10
Aug-10
Sep-10
QOct-10
Nov-10
Dec-10
Jan-11
Feb-11
Mar-11
Apr-11
May-11
Jun-11

Jui-11
Aug-11
Sep-11

QOct-11
Nov-11
Dec-11
Jan-12
Feb-12
Mar-12
Apr-12
May-12
Jun-12

27000 15,660
27000 15,660
27000 15,660
27000 15,660
27000 15,660
27000 15,660
27000 15,660
27000 15,660
27000 15,660
27000 15,660
27000 15,660
27000 15,660
Total FY 11
27000 15,660
27000 15,660
27000 15,660
27000 15,660
27000 15,660
27000 15,660
Total CY 11

Total Projected Expenditures for this contract

11340  1,020,562.20 777,357.00
11340  1,020,562.20 777,357.00
11340  1,020,562.20 777,357.00
11340 1,020,562.20 777,357.00
11340 1,020,562.20 777,357.00
11340  1,020,562.20 777,357.00
11340 1,020,562.20 777,357.00
11340  1,020,562.20 777,357.00
11340  1,020,562.20 777,357.00
11340  1,020,562.20 777,357.00
11340  1,020,562.20 777,357.00
11340 1,020,562.20 777,.357.00
$12,246,746.40 $9,328,284.00

11340  1,020,562.20 777.357.00
11340  1,020,562.20 777,357.00
11340  1,020,562.20 777,357.00
11340  1,020,562.20 777,357.00
11340  1,020,562.20 777,357.00
11340  1,020,562.20 777,357.00
$6,123,373.20 $4,664,142.00

$30,417,951.61

$23,169,198.16



RECEIVED

JAN 3 & 2009

STATE OF TENNESSEE FISCAL HEVIEW
DEPARTMENT OF FINANCE AND ADMINISTRATION
BENEFITS ADMINISTRATION
312 Eighth Avenue North
Suite 2600 William R. Snodgrass Tennessee Tower
Nashville, Tennessee 37243

Dave Goetz Phone (615) 741-3590 or (800) 253-9981 Laurle Lee
COMMISSIONER FAX (615) 253-8556 EXECUTIVE BIRECTOR
MEMORANDUM

To: James White, Executive Director, Fiscal Review Committee

From: Laurie Lee'aé!\
Date: January 29, 2009

RE: Amendments # 2 to CoverTN Plan A and B contracts

Please find attached Non-Competitive Amendment requests to add language to each of
the existing contracts with BlueCross BlueShield of Tennessee (BCBST) for Plans A and B
signed by Commissioner Goetz. The original procurement sought two vendors with
different benefit plans and BCBST was awarded both contracts under their Plan A and
Plan B proposal submissions. The two plans differ only in the benefits package contained
in Attachment A, Part B of both documents.

The modification to both of the CoverTN contracts through this basically identical
amendment to both plans clarifies existing contract language, updates the summary of
benefits coverage in Attachment A, Part B for both documents and details eligibility
requirements for those individuals participating in the VBP for CoverTN coverage.

The base contract and amendment # 1 with BCBST for both Plan A and B are included for
review as is the proposed amendment to each document.

Thank you for your consideration of this request to amend both contracts with a start date
for the amendment of April 1, 2008.



NON-AMD123008

NON-COMPETITIVE AMENDMENT REQUEST:

APPROVED

Commissioner of Finance & Administration

1) RFS# 31701-30002
2} Procuring Agency : Department of Finance and Administration
EXISTING CONTRACT INFORMATON
3} Service Caption : Provides statewide administrative services for the CoverTN program under Plan A
4) Contractor : BlueCross BlueShield of Tennessee, Inc.
5) Contract # | FA-17170-00
6) Contract Start Date: | January 12, 2007
7) CURRBENT Contract End Date ; (if ALL options to extend the contract are exercised) | December 31, 2009
8) CURRENT Maximum Cost : (if ALL options to extend the contract are exercised) $ 50,000,000
PROPOSED AMENDMENT INFORMATON
§) Amendment # ' ' o 1 Two

10) Amendme_ni Effective Date : (attached_ explanation _requiréd if <'60 dayé aft_é_:r F&A receipt) | April 1, 2009

11) PROPOSED Contract End Date : (if ALL .options to extend the contract are exercig'ed.): ' December 31, 2009

12) PROPQSED Maximum Cost : (if ALL options to extend the contract are exercised) $ 50,000,000

13) Approval Criteria :
{select one)

El use of Non-Competitive Negotiation is in the best interest of the state

D only one uniquely qualified service provider able to provide the service

14) Description of the Proposed Amendment Effects & Any Additional Service :

This amendment:

o Defines special eligibility category for former State employees who participated in the State’s Voluntary

Buyout Program({VBP) and enroliment procedures for this group

o Clarifies administrative procedures around employer participation and participation of Tennesseans Between
Jobs and VBF participants

e Authorizes p
evaluation

¢ Authorizes o

» Expands me

rogramming for certain eligibility changes, program integrity activities. and reporting for program

ngoing data match activities to support program integrity

mber benefits within the program'’s fixed payment

15) Explanation of Need for the Proposed Amendment :

This amendment benefits the state by expanding member benefits without increasing the per member per month charge,




NON-AMD123008

expanding eligibility criteria and cleaning up contract language to clarify administrative procedures,

16) Name & Address of Contractor’s Current Principal Owner{s) : (nof required for a TN state education institutiory)

BlueCross BlueShield of Tennessee, Inc., 801 Pine Street-4G, Chattanooga, TN., 37402

17) Office for lnfbrniétion Resources Endorsement : (réquired.f_or information technology service; n/a to THDA)

Documentation is ... lE Not Applicable to this Request D Attached to this Request

18) eHealth Initiative Endorsement : (required for health-related professional, pharmaceutical, laboratory, or imaging service)

Documentation is ... % Not Applicable to this Request D Attached to this Request

19) Department of Human Resources Endorsement : {required for state employees training service)

Documentation is ... @ Not Appilicable to this Request D Aitached to this Request

20} Description of Procuring Agency Efforts to Identify Reasonable, Competitive, Procurement Alternatives :

This contract is in the second year of the term and the State is satisfied with the performance of the Gontractor. The benefit and
eligibility changes permitted by this amendment enhance the benefits of the core contract without adding cost. The programming
changes enable the State to perform critical program integrity functions. |t is therefore in the best interest of the State to continue
this business commitment and to implement this amendment. The agency did not attempt to identify competitive procurement
alternatives.

21) Justification for the Proposed Non-Competitive Amendment ;

The amendment fanguage adds some responsibilities to the Contractor that will benefit the State and plan members, Specifically,
the Amendment expands the member’s benefits within the fixed per member per month rate and enables the State’s Voluntary
Buyout participants to enroll in CoverTN, The administrative changes in the amendment either clarify contract language or make
the language consistent for the new eligibility categories.

'AGENCY HEAD SIGNATURE & DATE : o B ' i ' L
(must be signed & dated by the ACTUAL procurlng agency head as detalled on the Signature Cemflcatlon on flie thh OCR—— S|gnature
by an authorized signatory will be accepted only in documented exigent circumstances) ST .




Supplemental Documentation Required for
Fiscal Review Committee

*Contact Name: | Marlene Alvarez *ContactPhone 615.253.8358
*Contract Number: | FA-07-17170-00 " *RFS'Number: | 31701-30002
Original Contract Begin | Jan. 12, 2007 s *Current End | Dec. 31, 2009

i Daters it ‘Date
-'Cur' nt Request Amendment Number: | #2
S " (if applicable) -
Amendment Effective Date; | April 1, 2009

i app!rcable) :
*Department Submitting::| Finance and Administration
~ v *Division: | Benefits Administration
i “*Date Submitted: -| Jan. 30, 2009
*Submltted Wlthln Sixty (60) days:.| Yes
LR Ifnot, explain:
"“{*Contract Vendor Name::| BlueCross BlueShield of Tennessee, Inc.

S *Current Max:mum Llablhty:' $50,000,000

_; n_t Contract Ailocat:on by Fiscal Year:: i

_(as Shown.on Most Current Contract Summary Sheet)
FY: 2007 FY: 2008 FY: 2009 FY: 2010 FY FY

$2,000,000.00 | $13,000,000.00 | $23,000,000.00 $12 000,000.00 | $ $

nt Total Expenditures by.Fiscal Year of Contract:::
tiach backup documentation from STARS or FDAS reporn .

FY: 2007 FY: 2008 FY: 2009 FY: 2010 Y FY

$344 137 71 $5 263 299.27 $3 447 664.8?
i - g "1 Contract Per Member Per Month (PMPM) expenditures
| are based on estimates of annual plan membership for
1 the term of the contract. Actual membership may vary
.| from the original estimates during the term of each
~i+'| contract, and therefore funding needs may vary.
| Surplus funds were not spent.

| Surplus funds for the CoverTN program were carried

| forward to ensure adequate funding to sustain program
| growth. Carry forward authority is PC 1203, Section 35,
item 11.

Contract Fundmg = X
Source/Amount: St".ﬂ.e.-. $50,000,000

1 t rdepartmental

‘other” please defme

ates of All Pre\nous Amendments or - '_:-:.-.Brtef Desc;nptlon of Actions in Previo
oioohoo Revisions: (f applicable) . i : “Revisions: (if applicabl
Amendment #1 - August, 2008 Clarn‘les contract language, expands member methods of
payment, requires more frequent updates to member
handbook, allows county governmenis to become
“narticipating employers”, allows the Stale to waive the six
month “go bare requirement” in certain situations such as an
individual’s employment termination

- Method of Original Award: (if applicable) | RFP in calendar year 2006




CoverTN BCBST Payments Contract FA0717170

As of January 29, 2009

Contract Number
FAQ717170
FAO717170
FAQ717170
FAQ717170
FAQ717170
FAO717170
FAO717170
FAQ717170
FAO717170
FAO717170
FAQ717170
FAQ717170
FAQ717170
FAQ717170
FAQ717170
FAO717170
FAQ717170
FAQ717170
FAO717170
FAQ717170
FAQ717170
FAQO717170

Edison Contract # 2891

Effective Month
APRIL 2007

MAY 2007

JUNE 2007

JUNE 2007

JULY 2007
AUGUST 2007
OCTOBER 2007
QCTOBER 2007
NOVEMBER 2007
JANUARY 2008
FEBRUARY 2008
FEBRUARY 2008
MARCH 2008
MARCH 2008
MAY 2008

MAY 2008

JUNE 2008

JULY 2008
SEPTEMBER 2008
SEPTEMBER 2008
OCTOBER 2008
DECEMBER 2008
JANUARY 2009

Grand Total

Total
534.99
33,108.85
117,728.01
192,765.86
251,978.87
312,898.89
357,283.31
382,875.03
405,941.10
470,699.12
462,383.02
479,877.17
439,850.12
67,012.48
537,535.39
529,071.67

565,893.10 Total FY 08

568,762.78
565,465.03
550,337.67
554,731.67
566,147.97

642,219.69 Total FY 09

9,055,101.79

Total FY 07

344,137.71

5,263,299.27

3,447,664.81



AMENDKO11608

"CONTRACT AMENDMEN_TlCOVER

.' 'RFS Tracking# - | Edison Contract ID-# | Amendment #
31701-30002 0000000000000000000002391 2
Amandment Purpose “Dslegated Authority Requisition ID # (ONLY if applicable)

Provides statewide administrative services for the CoverTN
program under Plan A.  Amendment clarifies existing contract
language, updates the summary of banefits and coverage and
details eligibility requirements for those Individuals participating in

the VBP for CaverTN coverage.

Contractor/Grantes T -Contracfor/Grantee FEIN or 8SN°
BlusCross BlueShield of Tennesses, Inc. [(1C- or A V- 62-0427913
'Begiri Date | End Date’” Subrecipient or Vendor - [ CEDA#(s)
January 12, 2007 December 31, 2008 [] Subreciplent Vendor
FY . . State - ~ Federal -|._Interdepartmental - Other . | TOTAL Contract Amount
2007 $2,000,000.00 $2,000,000.00
2008 $13,000,000.00 $13,000,000.00
2009 $23,000,000.00 ' $23,000,000.00
2010 $12,000,000.00 $12,000,000.00
TOTAL: $50,000,000.00 $50,000,000.00
' ‘—'COMPLETE"FOﬁi'AMEND'MENTS*.— ' -Rr@curlng'Agen‘;:_y‘(;ontact, & Telephone # T o
‘ | B Marlene Alvarez ~ Procurement & Contracting Manager
FY Base Contract & | THIS Amendment | 312 Rosa L Parks Avenue, Sulte 2600
. "ﬂ‘” Ame"dmeﬂfs JUONLY. Y Nashville, Tennessee 37243
, - . ...} 615.253,8358
2007 $2,000,000.00 $0.00 | Procurlng Agency Budget Ofﬂcer Approval (there isa balance In tha :
-appropriation from which this obligation is required o be pald that ls not.
2008 $13,000,000.00 $0.00 otherwlse encumbere to'pay obligations: previously.incurred.) -
2009 $23,000,000.00 $0.00
2010 $12,000,000.00 $0.00 M %g{/&
‘Speed COde - Account ngi'g- “
-.T_OTAL: :L. $50,040,000.00 $0.00 FAQ0001741 70804000

f Procurament Process Summary {FAor ED~type only)

The orlginat contract (FA0717170) was procured through the RFP process.

RECEIVED )
AR 2 g 206Y

FISCAL REVIEW




AMENDMENT TWO
TO CONTRACT ID NUMBER 2891

This Contract Amendment Is made and entered by and between the State of Tennessea, Dapartment of Finance
and Administration, hereinafter referred to as the “State’ and BlueCross BlueShield of Tennessee, Inc.,
hereinafter referrad to as the "Contractor.” It Is mutually understood and agreed by and belween said,
undersigned contracting parties that the subject Contract is hereby amended as follows:

1. The foliowing provisions are added to Contract Section A Definitions:

“Voluntary Buyout Program (VBP)" includes former State employees who signed an agreement with the
State to terminate their employment during 2008 or 2009 in exchange for an established package of benefits
and who were eligible for continuation of health coverage under the Public Health Service Act {codiffed at 42
USC § 300bb-1 ef seq.). For purposes of the non-efigibility components of this Contract, the Contractor shail
treat VBP enrallees as employees of non-participating employers uniess the State and the Confractor agree
to a different protocal.

2. The text of Contract Section A Definitions, “$41,000 a year” is deleted In its entirety and replaced with the
foliowing:

"$41,000 a year" means the Income level that the State updates each ysar with the release of the Census
Bureau's federal poverty guldefines. This income level Is approximately 300 percent of the federal poverty
level for a household of four.

3. The text of Contract Section A.2.1.2 is delsted in its entirety and replaced with the following:

A2.1.2  The Contractor shall not modify the services or benefits provided to members during the term of
this contract without the consent of the State. Any modification to services or benefits shall be
implemented through a contract amendment (see Section D.2). i, in any calendar year after year
one and when membership reaches 100,000 member months, the Contractor's average PMPM
for claims incurred during the contract year and pald through the sixth month following the end of
the contract year plus an estimate of incurred but not reported claims costs is $20 above ar below
the average premium amount PMPM, minus (x) the administrative component and {y) the broker
commissions, the Contractor shall cooperate with the State in restructuring the Contractor's
benefits so that the benefit cost is within $20 of the average premium amount PMPM minus the
administrative component,

4. The following provision is added as Contract Section A.4.7; renumber existing Section A.4.7 and subsequent
sections as necessary:

A4.7 The Contractor shall determine eligibliity for applicants for VBP participants (and their spouses,
as applicable). In order to determine eligibliity for VBP participants and their spouses, the
Contractor shail:

A4.7.1 Verify that the applicant is a VBP participant based oh information provided by the State;

AA4.72 Confirm that the application for the applicant (and spouse, If applicable) includes a residential
sireet address In Tennessee; and

A47.3 Screen the VBP participant's application and approve eligibility unless the applicant self-attests

on the application that he/she:

A4731 Is under age nineteen (19);

A47.3.2 Is not a U.8. citizen or qualified alien;

A4.7.3.3 Earns mora than $41,000 a year;

A4.73.4 Has health benefits coverage other than coverage offered as part of the VBP package; or

A4.7.3.5 Has had health benefits coverage within the last six (6) months (unless Contractor is directed
by the State in writing to waive this requirement for such applicant, or any group of applicants,
in accordance with TCA § 56-7-3006(c), as amended),

A4.7.4 If the applicant Is determined to be eligible, approve eligibility for the applicant's spouse (as
applicable) unless the spouse self-attests on the application that he/she:

A474.1 Is under age nineteen (19);
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A4.7.4.2
A4.7.4.3
AA4TA4

Is not a .S, citizen or qualified alien; or

Has health benefits coverage other than coverage offered as part of the VBP package; or

Has had health benefits coverage within the last six (6) months {unless Contractor is directed
by the State In writing {o waive this requirement for such applicant, or any group of applicants,
in accordance with TCA § 56-7-3005(c), as amended).

The text of renumbered Contract Section A.4.8 is defeted In its entirety and repiaced with the following:

A4.8

The Contractor shall not request any verification documents for the self-attested eligibility
eioments listed In Sections A.4.3.3, A4.3.4, A4.52,A453, A462 A463 Ad730rA4T74
If the Contractor has good cause to doubt the veracity of any of the attestations, then the
Contractor shall refer the application to the State. While awaiting the State's response, the
Contractor shall presume the truthfulness of the applicant's representations and approve or deny
eligtbility accordingly,

The text of renumbered Contract Section A.4.8.1 Is deleted in Its eniirety and replaced with the following:

A4.8.1

If an aemployee, Tennessean Belween Jobs, VBP participant, or a self-employed individual is
Ineligible for any of the reasons listad in Sections A.4.3, A.4.5, A.4.6 or A4.7, then the spoyse is
not aligible unless he or she qualifies independent of his or her status as a spouss.

The text of renumbered Contract Section A.4.11 is deleted in its enfirely and replaced with the following:

A4
A4.11.1

A4.11.2
A4113

A4.11.4

A411.5
A4.11.6

Ad117

A4.11.8

Individuals may apply for CoverTN within the following timeframes:

Current employees of participating employers (and their spouses) shall have ninety (90) days
from when the Confractor receives the necessary forms to activate the participating employer,
provided that the participating employer shall have one {1) year from when it receives
confirmation from the State/its vendor that the employer is a participating employer {or one (1)
year aftar CoverTN begins operations, whichaver is fater} to submit such necessary activation
forms to the Contractor.

New employees of participating employers (and thelr spouses) shall have 30 calendar days
from the employee's start date of employment to submit an application to a CoverTN plan.
Employses of participating employers may also apply for CoverTN during open enrollment
(see Section A.5.3.1) ot iIf the employee involuntarily foses other health insurance coverage
(e.g9., the employee involuntarily loses coverage under histher spouse’s plan).

Self-employed individuals (and their spouses) shall have ninely (90) days from when the
Contractor receives the necessary forms {0 activale the seif-omployed individual, provided that
the self-amployed individual shall have one (1) year from whan it recelves confirmation from
the Statefits vendor that it Is a qualified seif-employad individuat {or one (1) year after CoverTN
hegins operations, whichever Is later) to submit such necessary activation forms to the
Contractor,

Employees of non-participating employers {during Phase 2) may enroll at any time. There is no
time fimit for applying.

New and current employees of participating employers (and their spouses) shall have thirty
(30) calendar days from the date of a qualifying event to submit an application to a CoverTN
plan.

Applicanis eligible as Tennesseans Befween Jobs {and their oligible spouses) shall have
ninety (90) calendar days from the date on which the State notifies the applicant that he or she
is a qualified Termessean Betwaen Jabs to submit an application t¢ the CoverTN plan,
Applicants eligible as VBPs (and their eligible spouses) must submit an application to enroll in
the CoverTN plan within ninety (90) calendar days of April 1, 2008, which is the first date that
VBPs may be effective with the CoverTN plan.

The following provision Is added as Contract Saction A.4.2%:

Ad.24

Contractor shall perform a daily match of the parficipating employers, self-employed individuals,
and employees of non-participating employers provided by the State against the Contractor's
enroliment files to confirm that such applicant does not have current health benefits coverage with
the Contractor or has not had heaith benefits coverage with the Contractor in the past six (6)

¢
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months. The Contractor shall provide the State with a report of the resuits of such daily data
match on a weekly basis. ‘

9. The text of Contract Sections A.4.3.3.5, A.4.3.4.4, A.4.5.2.6, A4.5.3.4, A.4.6.2.6 and A.4.6.3.4 are deleted in
their entirety and replaced with the following in each instance:

Has had health benefits coverage within the last six (6) months (unless Contractor is directed by the State in
writing to waive this requirement for such applicant, or any group of applicants, in accordance with TCA §
56-7-3005(c), as amended),

10. The text of Contract Section E.2 is deleted in its entirely and replaced with the following:

E.2. Commuynications and Contacts. All instructions, notices, consents, demands, or other
communications required or contemplated by this Contract shall be in wrifing and shall be made
by certified, first class mall, return receipt requested and postage prepaid, by overnight courler
service with an asset fracking system, or by EMAIL or facsimile transmission with reciplent
confirmation. Any such communications, regardless of method of transmission, shall be
addressed to the respective party at the appropriate mailing address, facsimile number, or EMAIL
address as set forth below or to that of such other party or address, as may be hereafter specified
by written notice.

The State:

Marlene D. Alvarez, Manager of Procurements and Contracting
Tennessee Department of Finance and Administration,
Benefits Administration Division

312 Rosa L. Parks Avenue, Suite 2600

Nashwville, TN 37243

marlene.alvarez@itn.qgov

Telephone: 615.253.8358

FAX: 616.2563.8556

The Contractor:

Amy Bercher, Senior Product Manager
BlueCross BlueShield of Tennessee, Inc.
One Cameron Hill Circle

Chattanooga, Tennessee 37402

Amy Bercher@VSHPTN.com
Telephonsa: 423.535.5983

FAX: 423.591.9111

with & copy fo:

BlueCross BlueShield of Tennessee, Inc.
Attention: Assoclate General Counsel
One Cameron Hill Circle

Chattanooga, TN 37402

Fax: 423.535,1984

All instructions, notices, consents, demands, or other communications shalt be considered
effectively given upon receipt or recipient confirmation as may be required.

11. The following is added as Contract Section C.11;

C.11 Data Match Process Relmbursement, The State shall relmburse Contractor the one-time sum of
$37,246 for the development and implementation of the data match and report provided by
Contractor pursuant to Section A.4.21, and $2,443 per month, for the confinued provision of this
data match and report during the initlal term of the Contract. The State further agrees to pay
$884 per month for this data match and report during any extension of the term of this Contract.
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12

13.

14.

15.

18.

The Contractor shall include the one-time amount in the involce to the State next following the
execution of this Amendment and the monthly amount In its standard monthly involce to the State
beginning with the invoice next following the execution of this Amandment.

The following Is added as Confract Saction C.12:

C.12

Go-Bare Programming Expense Reimbursement. The State shall reimburse Contractor the one-

time sum of $38,420 for expenses associated with the reprogramming of certain aspects of the
enroliment process, enrollment form and other services provided by the Contractor in connection
with changes by the State to the administration of the “go-bare” criteria. The Contractor shall
include this one-ime amcunt in the invoice to the State next following the execution date of this
Amendment.

The following is added as Contract Section C.13:

CA13

Reporling Package Reimbursement. The State shall reimburse Contractor the one-time sum of
$2,500 for a portion of the development, implementation and provision of a monthly reporting
package provided by the Contractor. The Contractor shall include this one-time amount in the
involce to the State next following the execution date of this Amendment,

The following provision is added as Contract Section E.13.:

E.13.

Voluntary Buyout Program. The Contractor acknowledges and understands that, for a perlod of
two years beginning August 168, 2008, restrictions are imposed on former state employees who
received a State of Tennessee Voluntary Buyout Program (VBP) severance payment with regard
to contracts with state agencles that participated in the VBP.

a, The State will not contract with elther a former state employee who received a VBP
severance payment or an entity In which a former state employee who received a VBP
sevarance paymeant or the spouse of such an individual holds a controlling financial
interest.

b. The State may contract with an entity with which a former state employee who recelved a
VBP severance payment is an employee or an independent contractor. Notwithstanding
the foragoing, the Contractor understands and agrees that there may be unigue business
circumstances under which a return to work by a former state employee who recelved a
VBP severance payment as an employee or an independent contractor of a State
contractor would not be appropriate, and in such cases the State may refuse Contractor
personnel. Inasmuch, it shall be the responsibility of the State to review Contractor
pearsonnel to identify any such issues.

C. With reference to elther subsection a. or b, above, a contractor may submit a written
request for a waiver of the VBP restrictions regarding a former state employee and a
contract with a state agency that participated In the VBP. Any such request must be
submitted to the State in the form of the VBP Contracting Restriction Waiver Request
format available from the State and the Internet at:
www.state.th.usfinance/rdsiocriwalver.html. The determination on such a request shall
be at the sole discrefion of the head of the state agency that is a Party to this Contract,
the Commissioner of Finance and Administration, and the Commissioner of Human
Resources.

Confract Attachment A, Plan A: “Benefits and Cost Sharing”, Part B: "Summary of Benefits and Coverage.”

attached hereto.

Contract Attachment D is deleted in Its entirety and replaced with updated Contract Attachment D attached
hereto.

The revisions set forth herein shall be effective as of Aprii 1, 2009. All other terms and conditions not expressly
amended herein shall remaln in full force and effect.
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IN WITNESS WHEREOF:

8LUECROS$/BLUESHIELD OF TENNESSEE, INC.:

comﬁAc"@h SIGNATURE BATE
Sonva K. Nelean \iee Resident, State. Gouevnmert Programs

PRINTED NAME AND TITLE OF CONTRACTOR SIGNATORY {ahove)

DEPARTMENT OF FINANCE AND ADMINISTRATION:

.0, @M ﬂ MOA H-9-08

M. D. GOETZ, JR., COMMISSIONER DATE
I

APPROVED:

COMMISSIONER OF FINANCE & ADMINISTRATION DATE

COMPTROLLER OF THE TREASURY DATE
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Plan A
Benefits and Cost-Sharing

Contract Aftachment A

Part B: Summary of Benefits and Coverage

| | [

| Required? |
{Yes/MNo)

Service Description

your

CoverTN
plan?

(Yes/No)

Hospital Inpatient

Included in

CoverTN Cost-Sharing
Requirements
(No deductibles or
coinsurance permitied)

Service Limitations/Exclusions

Copayment
{if any)

health services

Inpatient psychiatric and substahce
abuse services limited to 5 days per
year,

Note 1

Medical YES YES Maximum $19G copay per admission. | Subject to $10,000 annual payment | $100 copayment
limit for medical and behaviora} per admission
health services
Note 1

Surgical YES YES Maximum $1G0 copay per admission. | Subject io $10,000 annual payment | $100 copayment
limit for medical and behavicral pet admissicn
health services
Note 1

Psychiatric YES YES Maximum $100 copay per admission. | Subject to $10,000 annual payment $100 copayment
limit for medicat and behavioral per admission
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MNote 1

Substance Abuse YES YES Maximum $100 copay per admission. | Subject to $10,000 annual payment | $100 copayment
linit for medical and behavioral per admission
health services
Inpatient psychiatric and substance
abuse services limited to 5 days per
year,

Inpatient substance abuse services
limited to medical detox only at a
medical facilify.

Note 1

Dialysis Clinic No No 3

Skilled Nursing Facility No No &

Other {specify) No No $

Hospital Qutpatient
Emergency Room YES YES Maximum $100 copay per visit for Limited to 2 ER visits per calendar $100 copayment
non-emergency conditions. year for non-emergent
services

Medical YES YES Meaedmum $25 copay per vist. Subject fo gutpatient visit imit of 2 $25 copayment
non-surgical visits per calendar year per visit
Note 1

Surgety/Procedures YES YES Maximum $25 copay per visif. Subject fo outpatient visit limit of 1 $25 copayment
surgical visit per calendar year per visit
Note 1

Radiology YES YES Maximurm $25 copay per visit. Subject fo outpatient visit limi of 2 $25 copayment
non-surgical visits per calendar year per visit
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Pathology YES YES Maximum $25 copay per visit. Subject to outpatient visit imit of 2 $25 copaymeni
non-surgical visits per calendar year per visit
Note 1
Other (specify) No No 3
;
Outpatient Behavioral
Heailth
OP Mental Health YES YES Maximum $25 copay per encounter. | Subject to behavioral health visit $25 copayment
Services limit of 10 visits per calendar year per visit
for mental health and substance
abuse services
OP Substance Abuse YES YES Maximum $25 copay per encounter. | Subject to behavioral health visit $25 copayment
Services limit of 10 visits per calendar year per visit
for mental health and substance
abuse services
Physician Services
inpafient Surgery
Primary Surgeon YES YES Maximum $25 copay per encounter. | Inpatient stay must be covered No copayment
Anesthesia YES YES Maximum $26 copay per encounter. | Inpatient stay must be covered No copaymeni
Outpatient Surgery
OP Hospital YES YES Maximum $25 copay per encounter. | Subject o outpatient visit limit of 1 No copayment
surgicat visit per calendar year
Note 1
Surgical Center YES YES Maximum $25 copay per encounter. | Subject to outpatient visit limif of 1 No copayment
surgical visit per calendar year
Note 1
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Office

YES

YES

Maximum $25 copay per encounter,

Subject to office visit limit of 12 visits
to a Primary Care Physician (PCP)
or 5 visits 1o a specialist per
calendar year for medical, surgical
of preventive services performed in
an office setting

Note 1

$15 copayment
per visi{

Inpatient Visits

YES

YES

Maximum $25 copay per visit.

Inpatient stay must be covered

No copayment

Preventive Services

Aduli preventive
physical exams,
including lzb fests

YES

YES

Maximum $25 copay per encounter.

One adult phvsical exam per
calendar year, subject to office visit
limit of 12 visits to a PCP per
calendar year for medical, surgical
of prevenfive services performed in
an office setting

One well woman exam per calendar
year, subject to office visit limit of 12
visits to @ PCP per calendar year for
medical, surgical or preventive
services parformed in an office
setting

No copaymeni

No copayment

Pap smears

YES

YES

Maximum $18 copay per test (in
addition to any physician fee, etc.);
plans may instead have all-inclusive
per visit copay.

Included with one well woman visit
per calendar year

No copayment

PSA

YES

YES

Maximum $10 copay per fest (in
addition to any physician fee, etc.);
plans may instead have all-inclusive
per visit copay.

included with one aduit physical
exam per calendar year

No copayment
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Maximum $10 copay per test {in

Mammaography YES YES Included with one well woman visit No copayment
addition to any physician fee, etc.): per calendar year
plans may instead have alHnclusive
per visit copay. dMammograms performed in an
outpatient setting will be subject fo
the outpatient visi limi of 2 non-
surgical visits per calendar year
Immunizations/Va YES YES No copay. included with one adult physical No copayment
ccinations exam per calendar year
Cther {specify) No No ]
Services related to ER YES YES Maximum $25 copay per encounter. | Limited to 2 ER visits per calendar $25 copayment -
visit year per encounter for
both emergent
and non-emergent
services
Dragnostic and Therapeutic Services
PCP visits YES YES Maximum $25 copay per visit; also, Subject to office visit limit of 12 visits |  $15 copayment
one visit without charges for health per calendar year for medical, per visit
assessment every three years, surgical or preventive services
performed in an office setfing
Specialist visits YES YES Maximum $25 copay per visit, Subject to office visit limit of 5 visits $15 copayment
per calendar year for medical, per visit
surgical or preventive services
performed in an office setfing
Lab YES YES Maxdmum $10 copay per fest. Office visit must be covered for No copayment

related izb work to be covered

Does not count toward visit limit
when performed separately from an
office visit

Office lab services are not coverad
after the office visit limit is met
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Chemotherapy No YES Subject to office visit lim# of 5 visits No copayment
to a specialist per calendar year for
medical, surgical, diagnostic,
preventive or other services
periormed in an office setfing,
regardless of whether an office visit .
is filed with the services

Radiation No YES Subject to office visit limit of 5 visits No copayment
10 a specialist per calendar year for
medical, surgical, diagnostic,
preventive or other services
performed in an office setting,
regardiess of whether an office visit
is filed with the services

Allergy tests, No No $
injecticns, and
sera .
Other (specify) No No $
Other Provider Services
PT, OT, and speech No No 3
therapists
Audiology No No $
Vision No YES Subject o office visit limit of 12 visits |  $15 copayment
to a PCP and 5 visits to a specialist per visit
per calendar year for medical,

surgical, diagnostic, preventive or
ather services performed in an office
sefting

Medical benefit only
Gilasses or contacts foliowing

cataract surgery limited to $200 per
year

Chiropractic No No 8
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Podiatry No Na 3
Dental Services No No - $
Urgent Care YES YES Maximum $25 copay per encounter. | Subject to office vish imit of 12 visits | Office Visit- $15
{o a PCP or 5 visits o a specialist copayment per
per calendar vear for medical, visit
surgical, diagnostic, preventive or
other services performed in an office
seiting
Subject {0 oufpatient visit limit of 2 Outpatient - 325
non-surgical visits and 1 surgical copayment per
visit per calendar year visit
QOther (specify) No No $
l
Radiology
IP {Professional) YES YES Maximum $25 copay per encounter. | Subject fo $10,000 annual payment Included in $100
limit for medical and behavioral copayment per
health services admission
Note 1 No additionai
copayment per
encounter
OP {(Professional) YES YES Maximum $25 copay per encounter. | Subject to ouipatient visit limit of 2 Included in $25
non-surgical visits per calendar year copayment per
| and 1 surgical visit per calendar visit
% year
{ No additionai
! Note * copayment per
g encounter
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Office (Combined) YES YES Maximum $25 copay per encounter, | Subject to office visit fimit of 12 visits | Included in 315
to a PCP or 5 visits to a specialist copayment per
per calendar year for medical, visit
surgical, diagnostic, preventive or
other services when performed in No additional
conjunction with an office visit copayment per

encounter
Does not count toward visit limit
when performed separately from an
office visit
Office x-ray services are not
covered after the office visit fimit is
met
Other (specify) No No $
|
Pathology

tP (Professional) YES YES Maximum $25 copay per encounter. | Subject fo $10,000 annual payment Included in 3100
limit for medical and behavioral cepayment per
health services admission
Mote 1 No additional

copayment per
encounter

QP (Professional) YES YES Maximum $25 copay per encounter. | Subject to cutpatient visit limit of 2 included in $25

| non-surgical visits per calendar year copayment per
§ and 1 surgical visk per calendar visit
i year
No additional
Note 1 copayment per
encotinter

Page 13 of 18




Office (Combined) YES YES Maximum $25 copay per encounter. | Subject to office vis# limit of 12 visits | Included in $15
to a PCP or 5 visits {o a specialist copayment per
per calendar year for medical, visit
surgical, diagnostic, preventive or
other services when performed in No additional
conjunction with an office visit copayment per

encounter
Does not court toward visit fimit
when performed separately from an
office visit
Office x-ray services are not
covered after the office visit limit is
met
Other {specify) No No $
l
Miscellaneous Services

PDN/Home Health No YES Subject to annual payrment limit of No copayment

Care $500

Hospice Care No YES Subject to annual payment fimit of No copayment
$5,000 for inpatient and/or
outpatient services

Air Ambuiance No No

Ground and other YES YES Mexdmum $25 copay per emergent {imited fo 2 trips per calendar year No copayment

ambulance encounter; maximum $50 copay for

non-emergency.

Non-Emergency No No

Transportation

Durable Medical No YES Subject to combined annual No copayment

Equipment payment fimit of $500 for DME,
prosthetics and medical supplies

i Prosthetics No YES Subject to combined annuel No copayment
payment limit of $500 for DME,
prosthetics and medical supplies
Corrective Appliance No No
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Medical Supplies No YES Subject to combined annual No copayment
payment imit of $500 for DME,
prosthetics and medical supplies
Di_abc-,jtic supplies and No YES Diabetic supplies must be No copayment for
injectibles purchased through the pharmacy meters
benefit to be covered
Strips subject to
$10 copayment
Supplies subject
to $5 copayment
Organ/Tissue No No
Transplants
and Donor Services
Reconstructive Breast No YES Inpatient - Subject to $10,000 included in $100
Surgery annual payment limit for inpatient copayment per
medical and behavioral health admission
services
Qutpatient - Subject {o outpatient included in $25
visit Bmit of 1 surgical visit per copayment per
calendar year outpatient visit
Note 1
Qther {specify) No No $
Pharmacy
Generic YES YES Maximum $10 copay per prescription. | Subject to quarterly payment iimit of $10 copayment
: $250 per 30 day supply
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Name-Brand No YES Please see Attachment 6.3, Section | Limitad to insulin and brand hame $10 copayment
A, item A_12 for limitations; maximum | test strips per 30 day supply
$25 copay per prascription.
Other (specify) No YES All services subject to a paymerit varies
maximum of $25,000 per calendar
year
||

Note 1: Al services subject to an overall payment maximum of $25,000 per calendar year
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Contract Attachment D
Premium Amounts for CY 2007

Total Premium Amounts by Premium Group

A Does hot use Tobacco Uses Tobacco
9e Normal Weight Obese Normal Waeight Obese
Under 30 $ 103.00 $ 113.00 § 12300 § 133.00
30-39 $ 126.00 $ 13%.00 § 14600 § 150.00
40-49 5 155.00 $ 170,00 $ 17800 § 190.00
50-59 $ 189.00 $ 208,00 § 20900 % 228.00
60-64 $ 216.00 $ 23800 $ 236.00 § 258.00
65+ $ 253.00 $ 27800 $ 273.00 & 298.00
State Share of Premium Amounts by Premium Group
Age Does not use Tobacco Uses Tobacco
Normal Weight Obese Normal Weight Obese
Under 30 $ 34.33 $ 37.67 $ 4100 % 44,33
30-39 $ 42,00 $ 46.33 $ 4867 § 53.00
40-49 $ 51.67 $ 58.67 $ 58.33 § 63.33
50-59 3 63.00 $ £9.33 $ 69.67 $ 76.00
60-64 % 72.00 $ 78.33 3 7867 § 86.00
85+ $ 84.33 $ 92.67 5 91.00 % 99.33

Contractor’s administrative component of the premium amounts: $9.50 per member per month

Premium Amounts for CY 2008

Total Premium Amounts by Premium Group

A Does not use Tobacco Uses Tobacco
ge Normal Welght Obese Normal Weight Obese
Under 30 ] 11288 & 123.58 § 134.58 $ 146.58
30-39 $ 137.88 % 152.18 % 169.88 $ 174.18
40-48 $ 169,78 $ 186.28 § 191,78 3 208,28
50-59 $ 207.18 $ 22808 $ 229.18 $ 250.08
60-64 $ 236.88 $ 26108 % 258.88 $ 283.08
65+ $ 277.58 $ 30508 % 299,58 ] 327.08
State Share of Premium Amounts by Premium Group
Age Does not use Tobacco Uses Tobacco
Normal Welght Obese Normal Weight Obese
Under 30 E 37.53 $ 4119 § 44,86 $ 48.53
30-39 $ 485,96 $ 5073 § 53.20 $ 58.06
40-49 $ 56,59 $ 6200 § 63.93 $ 69.43
50-59 $ 69.06 8 7603 $ 76.39 $ 83.36
60-64 $ 78.96 $ 87.03 § 86.29 $ 94.36
65+ $ 92.53 $ 10169 & 09.86 $ 100.03

Contractor's administrative component of the premium amounts: $9.73 per member per month

Page 17 of 18



. Age

Under 30
30-39
40-49
50-59
60-64

B85+

Age

Under 30
30-39
40-49
50-59
60-64

65+

Premium Amounts for CY 2009

Total Premium Amounts by Premium Group

Does not use Tobacco
Normal Welght Ohese
$ 112.58 $ 123.58
$ 137.88 $ 152.18
% 169.78 $ 186.28
$ 207.18 $ 228.08
$ 236.88 $ 261.08
$ 277.58 3 305.08

State Share of Premium Amounts by Premium Group

€ AP P e

Does not use Tohacco
Normal Weight

37.53
45,96
56.50
69.06
78.96
892,53

£ LR 0 9 H

Obese
41,19
50.73
62.09
76.03
87.03
101.69

Uses Tobacco
Normal Weight Obese
$ 134.58 $ 145.58
$ 159.88 $ 174.18
L] 191.78 $ 208,28
$ 229.18 $ 250.08
$ 258.88 $ 283.08
$ 299.58 3 327.08
Uses Tobacco
Normal Weight Obese
$ 44.86 S 48.53
$ 53.29 $ 58.06
$ 63.93 $ 69.43
$ 76.39 $ 83.36
$ 86.29 $ 94.36
5 99.86 $ 109.03

Contractor's administrative component of the premium amounts: $10.07 per member per

month
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GENERAL ASSEMBLY OF THE STATE OF TENNESSEE

FISCAL REVIEW COMMITTEE
320 Sixth Avenue, North — 8" Eloor
NASHVILLE, TENNESSELE 37243-0057
615-741-2564

Rep. Charles Curtiss, Chairman Sen. Douglas Henry, Vice-Chairman
Representatives Senalors
Curt Cobb Donna Rowland Doug Jackson Reginald Tate
Curtis Johnson David Shepard Bilt Ketron Jamie Woodson
Geratd McCormick Curry Todd Paul Stanley
Mary Pruitt Eddie Yolley Randy McNally, ex officio
Craig Fitzhugh, ex gofficio Lt. Governor Ron Ramsey, ex officio

Spesker Jimmy Naifeh, ex officio

MEMORANDUM

TO: The Honorable Dave Goetz, Commissioner
Department of Finance and Administration
FROM: Charles Curtiss, Chairman, Fiscal Review Committee &bk,
Bill Ketron, Chairman, Contract Services Subcommittee
DATE: June 25, 2008
SUBJECT: Contract Comments

(Contract Services Subcommittee Meetings 6/24)

RFS# 317.30-041

Department: Finance & Administration/Benefits Administration
Contractor: BlueCross BlueShield of Tennessee (BCBST)

Summary: The vendor ecurrently provides statewide
administrative services for the CoverTN program under Plan A.
These services include, but are not limited to, marketing, eligibility
determination, enrollment and disenrollment processing, premium
collection, and delivery of benefits. The proposed amendment
clarifies contract language, adds additional responsibilities for the
vendor, and allows county governments to participate in CoverTN
after meeting certain requirements. The term of the contract
remains the same, effective through December 31, 2009, with the
option to extend in one-year increments for a total of five years.
Maximum liability: $50,000,000

Maximum liability w/amendment: $50,000,000

After review, the Fiscal Review Committee voted to recommend approval of
the contract amendment.

ce: The Honorable Mike Morrow, Deputy Commissioner
Mr. Robert Barlow, Director, Office of Contracts Review
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STATE OF TENNESSEE
DEPARTMENT OF FINANCE AND ADMINISTRATION
BENEFITS ADMINISTRATION
312 Eighth Avenue North
Suite 2600 William R. Snodgrass Tennessee Tower
Nashville, Tennessee 37243
Dave Goetz Phone (61 5) 741-3590 or (800) 253-9981 Laurie Lee
COMMISSIONER FAX (615) 253-8556 . EXECUTIVE DNRECTOR

MEMORANDUM

To: James White, Executive Director, Fiscal Review Committee
From: Brian Haile, Deputy Director, Benefits Administration %
Date: May 29, 2008

RE: Amendments to CoverTN Plan A and B contracts

Please find attached Non-Competitive Amendment requests to add language to each of
the existing contracts with BlueCross BlueShield of Tennessee (BCBST) for Plans A and B
signed by Commissioner Goetz. The original procurement sought two vendors with
different benefit plans and BCBST was awarded both contracts under their Plan A and
Plan B proposal submissions. The modification to both of the CoverTN contracts through
this identical amendment to both plans clarifies some contractual language, cotrects a
reference 1o a contract attachment and adds additional responsibilities that the Contractor
is willing to accept. Additionally, the amendments facilitate the implementation of SB
4076/HB 4025, which the General Assembly passed on May 15, 2008. The amendments
to both contracts are slated to take effect August 1, 2008.

The base contract with BCBST for Plan A and B are included for review as is a draft of the
amendment to both documents to address the inclusion of additional responsibilities, the
reference correction and clarifications to the original contract with BCBST for the CoverTN
program.

Thank you for your consideration of this request to amend both contracts.



REQUEST: NON-COMPETITIVE AMENDMENT

8-25-08

APPROVED

Commissioner of Finance & Administration
Date:

EACH REQUEST ITEM BELOW MUST BE DETAILED OR ADPRESSED AS REQUIRED.

1) RFS# 317.30-041-07
2) State Agency Name : Department of Finance and Administration
EXISTING CONTRACT INFORMATON

3) Service Caption ; Provides statewide administrative services far the CoverTN program under Plan A.
4} Contractor : BlueCross BlueShield of Tennessee, inc.
5) Contract# FA-07-17170-00
8) Contract Start Date : January 12, 2007
7) Current Contract End Date IF all Options to Extend the Contract are Exercised : December 31, 2009
8) Current Total Maximum Cost IF all Options to Extend the Contract are Exercised : $50,000,000.00

PROPOSED AMENDMENT INFORMATON
9) Proposed Amendment # One

10) Proposed Amendment Effective Date :

August 1, 2008

- (aftached explanation required if date is < 60 days after F&A receipt)

11} Prog'osed Contract End Date IF ali Options to Extend the Contract are Exercised : December 31, 2009

' 12) Proposed Total Maximum Cost IF all Options to Extend the Contract are Exercised : | $50,000,000.00

13) Approval Criteria :

(select one)

)X{ use of Non-Competitive Negotiation is in the best interest of the state

D only one uniquely gualified service provider able to provide the service

14) Description of the Proposed Amendment Effects & Any Additional Service :

The amendment:

* & o » @

Ciarifies that the Contractor shall provide written notices to applicants regarding its eligibility determinations;

Requires Contractor to

provide more frequent updates to the Member Handbook if annual updates are insufficient;

Expands methods of payments that members may use to remit premiums to the Contractor;
Provides CoverTN members with access to the BlueCard PPO Program card program,
Allows the carrier to increase broker fees in order to induce insurance brokers to mare actively market the product; and




»  Corrects ambiguities in definitions, policies and procedures and several scrivener's errars in the original contract.
Pursuant to SB 4076/HB 4025, which the General Assembly passed on May 15, 2008, the amendment also:

= Allows county governments to become "participating employers” in CoverTN if these county governments do not offer health
insurance to their employees;

»  Clarifies that any CoverTN member may have catastrophic coverage in addition to CoverTN as long as that coverage has a
deductible of at least $15,000 annually; and

*  Allows the state to waive the six-month “go-bare requirement” in certain situations (e.q., employer goes out of business, carrier no
longer offers group products, carrier no longer covers the business, of individual's employment is terminated).

15) Explanation of Need for the Proposed Amendment :

This amendment clarifies some contractual language, corrects a reference to a contract attachment and adds additional respansibilities
that the Contractor is willing to accept. Additionally, the amendment facilitates the implementation of SB 4076/HB 4025, which the
General Assembly passed on May 15, 2008.

16) Name & Address of Contractor's Current Principal Owner(s) :
{not required if proposed contractor is a state education institution)

BiueCross BlueShield of Tennessee, Inc., 801 Pine Street-4G, Chattanooga, TN., 37402

17} Documentation of Office for information Resources Endorsement
{required only if the subject service involves information technology)

select one: }X‘ Documentation Not Applicable to this Request D Documentation Attached to this Request

18) .Documentation of Department of Personnet Endorsement :

- {required only if the subject service involves training for state employees)

“select one: X’ Documentation Not Applicable to this Request I:I Documentation Attached to this Request

19) Documentation of State Architect Endorsement : -
= {required only if the subject service involves construction or real property related services)

select one: & Documentation Not Applicable to this Request |:| Documentation Attached to this Request

20) Description of Procuring Agency Efforts to Identify Reasonable, Competitive, Procurement Alternatives :

This contract is in the second year of the term and the State is satisfied with the performance of the Contractor. In addition, the
provisions of SB 4076/HB 4025, which was enacted on May 15, 2008, become effective on July 1, 2008. Timely implementation of this
new law requires an immediate change to the current contract, the program's policies, and its operating procedures. It is therefore in
the best interest of the State to continue this business commitment. The agency did not attempt to identify competitive procurement
alternatives.

21) Justification for the Proposed Non-Competitive Amendment :

The amendment language adds some responsibilities to the Contractor that will benefit the State and the recipients. The clarifications
included in this document also provide access to the BlueCard Program which to date has not been included under the terms of the
contract, and it implements recently-enacted legistation that modified the CoverTN program.

'ZHEQUESTING AGENCY HEAD SIGNATURE & DATE :
‘(must be signed & dated by the ACTUAL procuring agency head as detailed on the Signature Certification on file with OCR—- signature
‘by an authorized signatory will be accepted only in documented exigent circumstances)

" __Agency Head Signature * /Date /
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AMENDMENT ONE
TO FA-07-17170-00

This Contract Amendment is made and entered by and between the State of Tennessee, Department of
Finance and Administration, hereinafter referred (o as the “State” and BlueCross BlueShield of
Tennesses, Inc., hereinafter referred to as the “"Contractor.” it is mutually undersiood and agreed by and
between said, undersigned contracting parties that the subject Contract is hereby amended as follows:

1.  The following provisions are added to Contract Section A Detinttions:

"Health Benelits Coverage" includes medical insurance in force currently or In force
during the past six (8) months that would make a participating employar or enroliee
ineligible pursuant to § 56-7-3005. Health henefits coverage shall include but not be
limited to basic medical coverage (hospitalization plans}, major medical insurance,
comprehensive medical insurance, short-term medicat policies; limited-benefit plans,
mini-medical plans, and high deductible health plans with health savings accounts.
Heaith benefits coverage shall not include catastrophic health insurance plans that only
provide medical services after satisfying a deductible in excess of fifteen thousand dollars
($15,000). Additionally, health benefits coverage shail not include medical insurance that
is available fo an enrollee pursuant either to the Consolidated Omnibus Budget
Reconciliation Act (COBRA) of 1986 (Pub. L. No. 99-272, codified at 29 U.S.C. § 1161 of
seq.) and which the individual declined, or to § 56-7-2312 et seq. and which the individual

declined.

“Involuntary Loss of Coverage” means the loss of health benefits coverage arising
from, but not limited to the following circumstances: (i) A separation from employment,
voluntary or involuntary; (ii) A health insurance carrier's cancellation of group or individuaf
health beneflts.coverage for reasens other than premium non-payment, fraud, or
misrepresentation; {lil) A health insurance carrier's decision to no longer sell small group
health benefits coverage; or (iv) The loss of eligibility for TennCare or CoverKids,
Involuntary loss of coverage shall not include situations in which the primary insured
dropped dependent spouse or dependent child{ren) from the heaith benefits coverage

policy.

“Participating Local County Government” is defined as county government
enumetrated in § 5-1-101 and established under title 5 or as a metropolitan government
under title 7 who has been determined by the State or its vendor to be eligible to
participate in CoverTN and has enrolled in the CoverTN program. Participating locat
county governments include those who meet the eligibility criteria and guidelines
established by the department for county governments to enroll in the program. The
critetia shall include but not be iimited to; (1) only county governments who have not
offerad health benefits coverage to their employees for at least the previous twelve (12)
months shali be eligible to participate in the program, except that coverage under a group
insurance plan offered by counties to eligible local education empioyees defined in 8-27-
02(e}(2) wili not preciude the county government's participation; (2) all of a participating
county government's employees eligible for the program operated pursuant to this part
shall be limited to citizens of the United States, except that individuals satisfying the
federally defined exceptions contained in 8 U.S.C. § 1622(b) shall also be eligible to

~apply; (3) a minimum employee paiticipation of fifty percent (50%) of county government
employees eligible to participate in the program shail be required; (4) a participating focal
county government shall contribute a minimum of sixty-six percent (66%) toward the
premiums of its eligible, participating employees on a uniform basis.

“Quualifying Event” is defined as marriage, death of spouse, divorce or annulment,
involuntary loss of health insurance coverage, spouse becoming entitled to Medicare, or
meeting the six- {6) month go-bare requirement in cases of a voluntary loss of coverage.

1
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“Tennessean Between Jobs” means an individual who is a U.S. citizen or qualified
alien aduit (age 19 or older), who is domigiled in Tennessee and (i) who has been
determined by the State through Its online eligibility verification process to be currently
unemployed and who has worked at least one (1) week for a minimum of twenty (20)
hours during the preceding six (6) months; or (i) who has been determined by the State
through its online sligibility verification process to be currently employed, and who is not
working more than twenty (20) hours per week (on average) but has worked at least one
(1) week for & minimum of twenty {20) hours during the preceding six (8) months. For
purposes of the non-eligibility components of this Contract, the Contractor shall treat
Tennesseans Between Jobs as employees of non-participating employers uniess the
State and the Contraclor agree to a different protocol.

"$41,000 a year" means the income level that the State updates each year with the
release of the Census Bureau’s federal poverty guidelines. This income level is
approximately 200 percent of the federal poverty level for a household of four,

The text of Contract Section A Definitions, “Non-Participating Employer” is deleted in its entirety and
replaced with the following:

“Non-Particlpating Employer” is defined as an employer who is not eligible to participate in
CoverTN, or who is sligible but chooses not to participate.

The text of Contract Section A Definitions, “Participating Employer” is deleted in its entirety and
replaced with the following:

“Participating Employer” is defined as an employer who has been determined by the State or its
vendor to be eligible to participate in CoverTN and has enrolled in the CoverTN program. This may
include churches, private schools, associations, and other non-profit organizations that meet the
employer eligibility criteria established by the State. In phase 1, participating employer will include
employers with fewer than twenty-five (25) full-time equivalent employees who meet the other
criteria established by the State, which are. (a) being incorporated in Tennessee and operating in
Tennessee as its principal place of business; (b) having half or more of its employees recelving
wages less than $41,000; and (¢) not having offered health insurance for at feast the preceding six
months for which the employer paid at least fifty (50) percent of the premium. In phase 2,
participating employer will include employers with fewer than fifty (50) full-time equivalent
employees. Pursuant to SB 4076/HB 4025 and beginning July 1, 2008, participating employer wilt
also include participating local county governments.,

The text of Contract Section A.2.9.2 is deleted in its entirety and replaced with the following:

A.2.9.2. If the Contractor has a service limit for a-particular service that is expressed other than in
terms of units (e.g., an expenditure limit) or has a combination of service limits, and
allowed charges are greater than the limit, the provider may bill the member the

. difference between the amount paid by the Contractor for the service and the amount
allowed by the Contractor's CoverTN plan for the service.

The text of Contract Section A.4.3 is deleted in its entirety and replaced with the following:

A.4.3 in order to determine eligibiiity for employees of participating employers (and their
spouses, as applicable) or for self-empioyed individuals (and thelr spouses, as
applicabie), the Contractor shail:

A.4.3.1 Verify that the employer Is a participating employer of that the applicant is a qualified self-
empioyed individual {as applicable) based on information provided by the State;

A.4.3.2  Confirm that the application for the applicant (and spouse, if applicable) includes a
residential street address in Tennessee; and

amend-k 110107



A4.33  Screen the application and approve eligibility for the applicant uniess the applicant self-
allests on the application that he/she:

A.4.3.3.1 is under age nineteen (19);

A.4.3.3.2 Is nota U.S. citizen or qualified alien;

A.4.3.3.3 Does not work more than twenty (20) hours per week (on average);

A.4.3.3.4 Has health benefits coverage; or

A.4.3.3.5 Voluntarily stopped health benefits coverage within the last six {(8) months (unless in
TennCare, in armed forces, or employer did not pay at least fifty (50) percent).

A.434 I the applicant is determined to be eligible, approve eligibility for the applicant's spouse
(as applicable) unless the spouse selif-attests on the application that he/she:

A.4.3.4.1 lsunder age nineteen (19);

A.4.34.2 Isnotal.8. citizen or qualified alien;

A.4.3.4.3 Has health benefits coverage;

A.4.3.4.4 Voluntarily stopped health benefits coverage within the last six (6) months (unless in
TennCare, in armed forces, or empioyer did not pay at least fifty (50) percent).

The text of Contract Section A.4.5.1 is deleted in its entirety and replaced with the following:

A4.5.1 Confirm that the application for the applicant (and spouse, if applicable) includes a
residentlal strest address in Tennessee and

The text of Contract Section A.4.5.2 is deleted in its entlrety and replaced with the following:

A.452  Screen the application and approve eligibility for the applicant unless the applicant self-
attests on the application that he/she:

A4.52.1 Is under age nineteen (19);.

A4.522 Isnotal.8. citizen or qualified alien;

A.4.5.2.3 Does not work more than twenty (20} hours per week (on average)

A.4.52.4 Earns more than $41,000 a year;

A4.52.5 Has health benefits coverage; or ‘

A.4.5.2.6 Voluntarily stopped health benefits coverage within the last six (6) months (unless In
TennCars, in armed forces, or employer did not pay at least fifty (50} percent).

The following provision is added as Contract Section A.4.5.3;

A.4.53 It the applicant is determined to be eligible, approve eligibility for the applicant’s spouse
{as appiicable) unless the spouse self-attests on the application that he/she:

A.4.5.3.1 s under age nineteen (19);

A4.53.2 Isnotaltl.S. citizen or qualified atien:

A.4.5.3.3 Has health benefits coverage;

A.4.5.3.4 Voluntarily stopped healith benefits coverage within the last six (6} months (unless in
TennCare, in armed forces, or empioyer did not pay at least fifty (50} percent).

The text of Contract Section A.4.6 is deleted in its entirety and replaced with the following:

A.4.6 The Cantractor shall determine eligibility for applicants for Tennesseans Between Jobs
(and their spouses, as applicable). In order to determine eiigibility for applicants for
Tennesseans Between Jobs and their spouses, the Contractor shall:

A.4.6.1 Confirm that the application for the applicant (and spouse, if applicable) includes a
resldential street address in Tennessee; and

3
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10.

1.

12,

13.

14,

15.

A462  Screenthe application and approve eligibility for the applicant unless the applicant self-
attests on the application that he/she:

A4.6.2.1 ls under age ninsteen (19),
A.4.6.2.2 tsnota U.S. citizen or qualified alien;
A.4.8.2.3 Has not worked at least twenty (20) hours in any one week within the last six (8) months;
A.4.6.2.4 Earns more than $41,000 a year;
A.4.6.2.5 Has health benefits coverage; or
A.4.6.2.6 Voluntarily stopped health benefits coverage within the last six {6) months {unless in
. TennCare, in armed forces, or employer did not pay at least fifty (50} percent).

A.4,6.3 If the applicant is determined to be eligible, approve eligibility for the applicant’s spouse
(as applicabie) uniess the spouse self-attests on the application that he/she:

A.4.6.3.1 s under age nineteen (19);

A.4.6.3.2 Isnotalls, citizen or qualified afien;

A.4.6.3.3 Has health benefits coverage; or

A.4.6.3.4 Voiuntarily stopped health benefits coverage within the last six (6) months (unless in

TennCare, in armed forces, or employer did not pay at least fifty (50) percent).
The following provision is added as Contract Section A.4.7.1:

A4.71  If an employee, Tennessean Between Jobs, or self-empioyed individual is ineligible for
any of the reasons listed in Sections A4.3, A4.5, or A.4.8, then the spouse is not eligible
uniess he or she qualifies independent of his or her status as a spouse.

The following provision is added as Contract Section A.4.10.6;

A.4.10.6 New and current employees of participating employers (and thelr spouses) shall have
thirty (30) calendar days from the date of a qualifying event to submit an application to a
CoverTN plan.

The following provision is added as Contract Section A.4.10.7:

A.4.10.7 Applicants eligible as Tennesseans Between Jobs (and their sligible spouses) shall have
ninety {90) calendar days from the date on which the State notifies the applicant that he
of she Is a qualified Tennessean Between Jobs to submit an application to the CoverTN

plan.
The text of Contract Section A.4.11. Is deleted in its entirety and replaced with the following:

A4.11.  Anapplication from a potential member should Include an identifier to the participating
employer or self-employed individual so that the Contractor may draft the participating
employet's bank account or the self-employed individual's bank account.

The text of Contract Section A.4.12. is deleted in its entirety and replaced with the folfowing:
A.4.12. - The Contractor shall determine eligibility for potential members and send a notice to each
applicant notifying him/her of the disposition of his/her application within the timeframes

specified in Contract Attachment B, Performance Guarantee #1 (Eligibility
Determination).

The text of Contract Section A.5.1.1. is deleted in its entirely and replaced with the following:

A5 1.1 The Contractor shall enroll sligible applicants and their eligible spouses into the
Contractor's plan. A spouse may only enroll (&) when his/her spouse who is an eligible

4
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16.

17.

18.

19,

20.

21.

employee or self-employed individual enrolls; (b) during open enraliment; (¢) within thirty
(30) calendar days from the date of a qualifying event. In order to enroll, the spouse shall
compiete and submit a change form to the Contractor. In &ll instances, the Contractor

shall ask the prospective member spouse to self-attest that he or she is a U.S. cltizen or

qualified alien.
The text of Contract Section A.5.2.7. is deleted in its entirety and replaced with the following:

A5.2.7. The Contractor shall bill the employer for the first month of enroliment. The Contractor
shall require pre-payment of subsequent premiums. For exampie, payment for August

coverage shall be required in July.
The text of Contract Section A.5.2.10. is deleted in its entirety and.replaced with the following:

A.5.2.10. In phase 2, once an employee of a non-participating employer is enrolled, the Contractor
shall notify the member (and the employer, if the employer wili contribute or otherwise
make payment on behalf of the member) of the applicable premium for each employee
and spouse (if applicable), the amount due from the employer (if appiicable) and
member, and the due date. If the employer contributes to the employer’s premium,
conducts withholding on behalf of the employee, or otherwise makes payment on behaif
of the member, the Contractor shall send a monthiy statement to the employer that
details the premium amounts due and notifies the employer that these amounts will be
paid through bank draft. The Contractor shall draft the employer’s banking account for
applicable premium amounts on the due date.

The text of Contract Section A.5.2,11. is deieted in its entirety and replaced with the following:

A.5.2,11. if the member is responsible for payment of all or part of the premium due, the Contractor
shall send a statement to the member at least quarterly that details the premium amounts
due. The member may pay these amounts through bank draft, credit card, debit card or
check. The Contractor shall draft the member's banking account for applicable premium
amounts (employer and member share) or charge the designated credit or debit card on

the due date.
The text of Contract Section A.5.3.4, is deleted in its entirety and replaced with the following:

A5.3.4. The Contractor shall disenroll a member from its plan for non-payment of premiums (see
Sections A.5.2.13 through A.5.2.15). If a member is disenrolled for non-payment of
premiums, he/she is terminated from the CoverTN program and shall not be able to enroll
in a CoverTN plan for a period of six (6) months from the date of disentoliment.

However, if an employse was disenrolled as a result of non-payment by the employer,
the employee may re-enroll if he/she applies as an employee of another.qualifying
employer or pays the entire non-state share. The Contractor shall not reguire these
individuals to pay past due premiums that were not paid by the employer. If these
individuals re-enrolt within 83 calendar days of disenroliment, then the employee will
receive credit for any of the pre-existing condition waiting period satisfied during the initial
coverage perlod (see Section A.2.4).

The following provision is added as Contract Section A.6.10:

A.8.10.  The Staie shail have access to Contractor's BlueCard PPO Program in accordance w;th
Contract Attachment G, BlueCard PPO Program.

The text of Contract Section A.9.12. is deleted in its entirety and replaced with the following:

A.9.12.  The State may assist the Contractor in identifying fraud and performing fraud .
investigations of members and providers for the purpose of recovery of overpayments

5
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22,

23.

due to fraud. In the event the Contractor discovers evidence that an unusual transaction
has occurred that merits further invesltigation, the Contractor shall inform Benefits
Administration who will notify the Office of the Inspector General,

The text of Contract Section A.11.9. is deleted in its entirety and repiaced with the following:

A.11.8.  The Contractor, following review and approval by the State, shall update, print, and
distribute to members’ homes a Member Handbook, The Mamber Handbook shall be
specific to the CoverTN plan and shall describe and outline plan benefits, limitations and
exclusions, co-payments, how 1o access services, and other information helpful to
members. The Member Handbook shall be at least at a sixth grade reading level and
shall be available in Spanish.

A.11.9.1  The number of member handbooks to be printed shall be in sufficient quantities for the
members and shall be mailed to members’ homes with the provider directory (see
Section A.6.4). The Contractor shall send a member handbook and provider directory to
new members as specified in Section A.5.1.3 and Contract Attachment B, Performance
Guarantee #3 (Member Handbooks and Provider Network Directories Disttibuted). The
Contractor shall also provide member hangbooks and provider directories to members
after open enroliment, as specified in Contract Attachment B, Performance Guarantee #3
(Member Handbooks and Provider Network Directories Distributed).

A.11.9.2  Failure to have the member handbook approved by the State béfore release shall result
in-an assessment of $1,000 per occurrence. The State shall notify the Contractor of any
such occurrence. Any amounts due for the Contractor's noncompllance with this pre--
approval provision shall be paid annually upon request by the State.

The text of Contract Section D.8. is deleted in its entirety and replaced with the following:

D.8. Prohibition of itegal Immigrants. The requirements of Public Acts of 2006, Chapter
Number 878, of the state of Tennessee, addressing the use of illegal immigrants in the

performance of any contract to supply goods or services to the state of Tennessee, shall
be a material provision of this contract, a breach of which shall be grounds for monetary
and other penalties, up to and including termination of this contract.

a. The Contractor hereby attests, certifies, warrants, and assures that the
Contractor shall not knowingly utllize the services of an illegal immigrant in the
performance of this contract and shall not knowingly utilize the services of any
subcontractor who will utilize the services of an iflegal immigrant in the
performance of this contract. The Contractor shall reaffirm this attestation, in
writing, by submitting to the State a completed and signed copy of the document
included as Contract Attachment E, hereto, semi-annually during the period of
this contract. Such attestations shall be maintained by the contractor and made
available to state officials upon request, :

b Prior to the use of any subcontractor in the performance of this contract, and
semi-annually thereafter, during the period of this contract, the Contractor shall
obtain and retain a current, written attestation that the subcontractor shall not
knowingly utilize the services of an ifegal immigrant to perform work relative to
this contract and shall not knowingly utilize the services of any subcontractor
who will utilize the services of an illegal immigrant to perform work relative 10 this
contract. Attestations obtained from such subcontractors shall be maintained by
the contractor and made available to state officials upon request.

C. The Contractor shall maintain records for all personnel used in the performance
of this contract. Said records shall be subject to review and random inspectior
at any reasonable time upon reasonable notice by the State,
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d. The Contraclor understands and agrees that failure to comply with this section
will be subject to the sanciions of Public Chapter 878 of 2008 for acts or
omissions oceurring after its effective date. This law requires the Commissioner
of Finance and Administration to prohibit a contractor from contracting with, or
submitting an offer, proposal, or bid 10 contract with the State of Tennessee to
supply goods or services for a period of one year after a contractor is discovered
{o have knowingly used the services of illegal immigrants during the performance

of this contract.

8. For purposes of this contract, "illegal immigrant” shall be defined as any person
who is not either a United States citizen, a Lawful Permanent Resident, or a
person whose physical presence in the United States is authorized or allowed by
the federal Department of Homeland Security and who, under federal
immigration laws and/or regulations, is authorized to be employed in the U.8. or
is otherwise authorized to provide services under the contract.

24. The text of Contract Section D.13. is deleted in its entirety and replaced with the following:

D.13.

Independent Contractor. The parties hereto, in the performance of this contract, shail not
act as employees, partners, joint ventures, or associates of one another. it Is expressly
acknowledged by the parties hereto that such parties are independent contracting entities
and that nothing in this contract shall be construed to create an employer/employee
relationship ot 10 allow either to exercise control or direction over the manner or method
by which the other transacts its business affairs or provides its usual services. The
empioyees or agents of one party shall not be deemed or construed 1o be the employses

or agents of the other party for any purpose whatsoeaver.

The Contractor, being an independent contractor and not an employee of the State,
agrees to carry adequate public liability and other appropriate forms of insurance,
including adequate public liability and other appropriate forms of insurance on the
Contractor's employees, and to pay all applicable taxes incident to this contract.

The State acknowledges its understanding that this Coniract constitutes a contract solely
between the State and Contractor, which is an independent corporation operating under a
license from the BlueCross and BlueShield Association, an association of independent
BlueCross and BlueShield Plans (the "Association”) permitting Coniractor to use the
BlueCross and BlueShield Service Marks in the State of Tennessee, and that Contractor
is not contracting as the agent of the Association. The State further acknowladges and

* agrees that it has not enteted into this Contract based upon representations by any

person other than Contractor and that neither the Association nor any other Blue Cross
Biue Shisld licenses shall be considered to be a party to this Contract. This paragraph
shall not create any additional obligations whatsoever on the part of Contractor other than
those obligations created under other provisions of this Contract.

25. The text of Contract Section E.2. is deleted in its entirety and reptaced with the following:

E.2.

Communications and Contagig. All instructions, notices, consents, demands, or other
communications required or contemplated by this contract shall be in writing and shall be

made by facsimiie transmission, by overnight courier setvice, or by first class mail,
postage prepaid, addressed to the respective party at the appropriate facsimile number
or address as set forth below or to such other party, facsimile number, or address as may
be hereafter specified by written notice.

The State:

Marlene D. Alvarez, Manager of Procurement and Contracting

7
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Tennessee Department of Finance and Administration
Benefits Administration

312 Rosa L. Parks Avenue

26th Floor, WRS Tennessee Tower

Nashville, Tennessee 37243-1102

Phone: 615-253-8358

Fax: 615-253-8556

marlene.alvarez@state tn.us

The Contractor:

Ms. Amy Bercher, Senior Product Manager
BlueCross BlueShield of Tennessee, Inc.
801 Pine Street — 4G

Chattanooga, TN 37402

Phone: 423-535-5983

Fax: 423-535-7601

amy bercher@bgcbst.com
with a copy 1o

Ms. Tena Roberson,

Director, Legal Services & Deputy General Counsel
BiueCross BlueShield of Tennessee, Inc.

BGO1 Pine Street — 8P

Chattanooga, TN 37402

Phone; 423-535-5158

Fax: 423-535-4576

tena_roberson @bebst,com

All instructions, notices, consents, demands, or other communications shall be
considered effectively given upon receipt or recipient confirmation as may be required.

26. The following is added as Contract Section E.12.:

E12. Definitional Terms. All references to “sole proprietor” shall be deleted and replaced with
"self-smployed individual.”

27. Contract Attachment D is deleted in its entirety and replaced with the new Contract Attachment D
attached hereto.

28. Contract Attachment G aitached hereto is added as a new Contract Attachment.

The revisions set forth herein shall be effective August 1, 2008. All other terms and conditions not
expressly amended herein shall remain in full force and effect.

IN WITNESS WHEREOF:
BLUECROSS BLUESHIELD OF TENNESSEE, INC.:

CONTRACTOR SIGNATURE DATE
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Contract Attachment D
Premium Amounts for CY 2007

Total Premium Amounts by Premium Group

A Does not use Tobacco Uses Teohacco
ge Normal Weight Obese Normal Weight Obese
Under 30 $ 103.00 $ 113.00 § 123.00 $ 133.00
30-39 $ 126.00 $ 139.00 § 146,00 % 159.00
40-49 $ 155.00 $ 170.00 $ 175.00 § 190.00
50-59 $ 189.00 $ 208.00 § 208.00 % 228.00
60-64 3 216.00 $ 238.00 % 238.00 % 258.00
65+ $ 253.00 $ 27800 % 273.00 % 288.00
State Share of Premium Amounts by Premium Group
Age [Does not use Tobacco Uses Tobacco
Normal Weight Obese Normal Weight Obese
Under 30 b 34.33 $ 37.67 $ 4100 § 44.33
30-39 $ 42.00 $ 46.33 $ 4867 $ 53.00
40-49 $ 51.67 $ 56.67 $ 5833 % 63.33
50-59 $ 63.00 $ - 69.33 $ 6967 % 76.00
60-64 3 72.00 $ 79.33 8 7867 % 86.00
65+ $ 84.33 $ 92.67 $ o0 $ 99.33

Contractor’s administrative component of the premium amounts: $9.50 per member per month

Premium Amounts for CY 2008

Total Premium Amounts by Premium Group

A Does not use Tobacco Uses Tobacco
ge Normal Weight Obese Normal Weight Obese
Under 30 $ 112,68 $ 12358 $ 134.58 $ 145,58
30-39 $ 137.88 $ 152.18 § 159,88 $ 174.18
40-49 $ 169.78 $ 186.28 5 191.78 $ 208.28
50-59 $ 207.18 $ 228,08 % 229.18 3 250.08
60-64 $ -236.88 $ 261.08 § 258.88 $ 283.08
65+ $ 27758  § 306,08 $ 29958  § 327.08
State Share of Premium Amounts by Premium Group
Age Doss not use Tobacco Uses Tobaceo
Normal Weight QObese Normal Weight Obese
Under 30 $ 37.53 $ 4118 § 44.86 $ 48.53
30-39 $ 45:96 $ 5073 § 53.29 $ 58.06
40-49 $ 56.59 $ 6209 % 63.93 $ 69.43
50-59 $ 69.06 $ 7603 % 76.39 $ 83.36
- 60-64 $ 78.96 $ 87.03 § 86.29 $ 94.36
65+ $ 92.53 $ 10169 & 99.86 3 109.03

Contractor’s administrative component of the premium amounts: $9.73 per member per
month

10
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Contract Attachment G
BLUECARD PPO PROGRAM

Like all Licensees of the BlueCross BlueShield Association, the Contractor participates in a program
called BlueCard. Whenever members access health care services outside Tennessee, the claim for
those services may be processed through BlueCard and presented to Contractor for payment in
conformity with network access rules of the BlueCard policies then in effect. Under BlueCard, when
members receive Covered Services within.the geographic area served by an on-site BlueCross and/or
BlueShield Licensee ("Host Plan"), the Plan will remain responsible to the Group for fulfilling the Plan's
contract obligations. However, the Host Plan will only be responsible, in accordance with applicable
BlueCard policies, if any, for providing such services as contracting with its Participating Providers and
handling all interactions with its Participating Providers. The financial terms of BlueCard are described

helow.

The caleulation of the member's liability for Covered Services claims incurred outside the Plan's service
area which are processed through the BlueCard PPO Program will typicaliy be at the lower of the
provider's Billed Charges or the negotiated price Contractor pays the Host Plan.

The methods employed by the Host Plan to determine a negotiated price will vary among Host Plans
based on the terms of each Host Plan's provider contracts. The negotiated price paid to a Host Plan by
Gontractor on a claim for health care services processed through BlueCard may represent:

1 the actual price paid by the Host Pian on such a claim: or

2 an estimated price determined by the Host Plan in accordance with BlueCard policies, based
on the actual price increased or reduced to reflect aggregate payments expected to result
from settiements, withholds, any other contingent payment arrangements and non-claims
fransactions with all of the Host Plan's health care Providers or one or mote particular
Providers; ot

3 an average price, determined by the Host Plan in accordance with BlueCard policies, based
on a billed charges discount representing the Host Plan's average savings expected after
settlements, withholds, any other contingent payment arrangements and non-claims
transactions for all of its providers or for a specified group of providers. An average price:
may result in greater variation to the member and the Group from the actual price than wotid
an estimated price.

Host Plans using either the estimated price or average price methods may, in accordance with BlueCard
policies, prospectively adjust the estimated or average price to correct for over- or underestimation of past
prices. However, the amount the member pays is considered a final price and will not be affected by
such prospective adjusiment,

In addition, laws in certain states may require BlueCross and/or BlueShield Plans to use a basis for
calculating member liability for Covered Services that does not reflect the entire savings realized, or
expected to be realized, on a particular claim or to add a surcharge. Thus, if the member recelves
Covered Services in these states, the member's liability for Covered Services will be calculated using
these states' statutory methods.

Under BlueCard, recoveries from a Host Plan or from Participating Providers of a Host Plan can arise in
several ways, including, but not limited to, anti-fraud and abuse audits, providet/hospital audits, credit
balance audits, utilization-review refunds, and unsolicited refunds. in some cases, the Host Plan will
engage third parties to assist in discovery or collection of recovery amounts. The fees of such a third
party are netted against the recovery. Recovery amounts, net of fees, if any, will be applied in
accordance with applicable BlueCard poticies, which generally require correction on a claim-by-claim or
prospective hasis.

11
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CONTRACT
BETWEEN THE STATE OF TENNESSEE,

DEPARTMENT OF FINANCE AND ADMINISTRATION
AND
BLUECROSS BLUESHIELD OF TENNESSEE, INC.

This Contract, by and between the State of Tennessee, Department of Finance and Administration, hereinafter
referred to as the “State” and BiueCross BiueShield of Tennessee, Inc., hereinaiter referred to as the
“Contractor,” is for the administration and management of CoverTN, including marketing, eligibility determination,
enroliment and disenrollment processing, premium coilection, delivery of benefits, development and maintenance
of a statewide provider network, medical management, claims adjudication, customer service, administrative
services, and reporting; and as further defined in the "SCOPE OF SERVICES."

The Contractor is a corporation.
The Contractor's address is:

BlueCross BlueShield of Tennessee, Inc.
801 Pine Street - 4G
Chattanooga, TN 37402

The Contractor’s place of incorporation or crganization is Tennessee.
The Contractor's Federal Employee Tax identification Number is 62-0427913.

A SCOPE OF SERVICES

The Contractor agrees to provide services for the State’s CoverTN program for eligible individuals who .
elect to participate in the CoverTN pian offered by the Contractor, hereinafter referred to as “members,” in
accordance with this contract.

Definitions:

o “Member” is defined as an eligible individual or eligible spouse who is enrolled in the Contractor's
CoverTN plan. Member may include, but is not limited to, an employee, owner, or officer of a
participating employer; a qualified sole proprietor; a spouse of an employee, owner, or officer of a
participating employer; and a spouse of a qualified sole proprietor. In phase 2 of CoverTN, which
shall begin on a date to be determined by the State but no later than. December 2008, member shall
include an eligible individual who is working for an employer that is not a participating employer and
the individual's spouse.

* “Non-Participating Employer” is defined as an employer who is not a participating employer.

+ “Participating Employer” is defined as an employer who has been determined by the State or its
vendor to be eligible to participate in CoverTN and has enrolled in the CoverTN program. This may
include churches, private schools, associations, and other non-profit organizations that meet the
employer eligibility criteria established by the State. In phase 1, participating employer will include
employers with fewer than 25 full-time equivalent employees who meet the other criteria
established by the State, which are: (a} being incorporated in Tennessee and operating in
Tennessee as its principal place of business; (b} having half or more of its employees receiving
wages less than $41,000; and (c) not having offered heaith insurance for at least the preceding six
months for which the employer paid at least fifty percent (50%)of the premium. in phase 2,
participating employer will include employers with fewer than 50 full-time equivalent employees,

+ “Qualified Sole Proprietor” is defined as a sole proprietor who has been determined by the State
or its vendor to he eligible to participate in CoverTN.,
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A

A

At2

A13

A2

A2

A2.11

A212

A22

A.2.3
A2.31
A.2.3.2

A2.3.3

A2.34

A235

A2.38

READINESS REVIEW

Prior to the start date of operations, as determined by the State, the Contractor shall demonstrate {o the
State's satisfaction that it is able to meet the requirements of the contract.

The Contractor shall cooperate in a "readiness review” conducted by the State to review the Contractor's
readiness to begin operations. This review may include, but is not limited to, desk and onsite review of
documents provided by the Conltractor, a walk-through of the Contractor's operations, system
demonstrations, and interviews with the Contractor’s staff. The scope of the review may include any and
all requirements of this contract as determined by the State.

Based on the resuits of the review activities, the State will notify the Contractor, in writing, of its findings,
including, if applicable, requests for corrective action.

If the Contractor is unable to demonstrate its ability to meet the requirements of the contract, as
determined by the State, within the timeframes specified by the State, the State may terminate this
contract and shall have no liability for payment to the Contractor.

BENEFITS AND CO-PAYMENTS

The Contractor shall provide the benefits developed through the RFP process and detailed in Attachment
A.

At the State's request, and by mutual agreement, the Contractor shall reconfigure the benefit
package as defined by the State. The benefit reconfiguration shall be equal to but not less than the
actuarial value (relative value) of the medical services originally proposed and shall coincide with the
open enroliment period.

The Coniractor shall not modify the services or benefits provided to members during the term of this
confract without the consent of the State. Any modification to services or benefits shail be
implemented through a contract amendment (see Section D.2). if, in any calendar year after year
one and when membership reaches 100,000 member months, the Contraclor's average PMPM for
claims incurred during the contract vear and paid through the sixth month following the end of the
contract year pius an estimate of incurred but not reported claims costs is $20 above or below the
average premium amount PMPM, minus the administrative component, the Contractor shall
cooperate with the State in restructuring the Contractor's benefits so that the benefit cost is within
$20 of the average premium amount PMPM minus the administrative component.

Except as provided in Section A.2.3 below, the Contractor shall not categorically exclude coverage for
any health or behaviorai health condition.

Maternity and Pregnancy-Related Services

Through CoverKids (the State's Title XX program), Tennessee will provide health insurance to
eligible chifdren under age 19, including unborn children from conception to birth,

Subject to the disenrollment provisions in Section A.5.3, CoverTN members who become pregnant
will remain enrolled in CoverTN but will receive maternity benefits and pregnancy-related services
through CoverKids (or TennCare, if the member is eligible for TennCare).

The Contractor shall not cover prenatal care, services that are related to the pregnancy or to
conditions that could compficate pregnancy, or [abor and delivery. Instead, the CoverKids (or
TennCare) program will provide these maternity and pregnancy-related services for all pregnant
women in CoverTN.

The Contractor shall provide pregnant members any services that are covered by the Contractor but
are not covered through CoverKids (or TennCare), subject to the Contractor's service limitations.
Within the Contractor’s service limitations, the Contractor shali cover one office visit to confirm
pregnancy. ‘

The Contractor shall provide covered services (as defined by the Contractor and subject to th
Contractor’s service limitations) to female members after delivery unless these services are provided
through CoverKids or TennCare,
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A237

The Contractor’s benefit package, including co-payments and service limitations, may not
discriminate against members because of or on the basis of pregnancy, childbirth, or related medical

conditions.

A2.4 The Contractor may impose a pre-existing condition exclusion if:

A24.1
A242
A243
A244

A245

A25

A28

A27

A28

A29

A2.9.1

A29.2

Such exclusion relates to a condition, regardless of the cause of the condition, for which medical
advice, diagnosis, or treatment was recommended or received within the six-month period ending on
the enrollment date;

Genetic information is not treated as a pre-existing condition in the absence of a diagnosis of the
condition related to such information;

Such exclusion extends for a period of up to 12 months after the enrollment date;

The Contractor provides written general nofice to members {e.g., in the member handbook) regarding
the existence and terms of any pre-existing condition exclusion; and

The Contractor provides written individualized notice to members regarding the member's pre-
existing condition exciusion.

The benefits covered by the Contractor’s plan, including any service limitations, must be clearly described
in the member handbook {see Section A.11.9), In addition, the member handbook must explain that the
member will be responsible for paying for any service that is not covered by the plan or exceeds a service
limit.

The Contractor shall not require any cost-sharing responsibilities for covered benefits except applicable
premiums and the co-payments established through the RFF process and detailed in Attachment A. The
Contractor shall not require deductibles, coinsurance, efc.

The Contractor shall not charge employers or members any fees or other costs except applicable
premiums and co-payments. This includes, but is not limited to, administrative fees, late fees, surcharges,
etc. However, if a bank charges the Contractor a fee as a result of a bank draft that is returned, the
Contractor may pass that fee onto the employer or member, as applicable,

The.Contractor shall ensure that providers do not charge members or third parties for health care services
covered by the Contractor's plan in excess of the amount allowed by the plan, except for any applicabie
co-payments. Providers shall not be required to provide services to members who refuse or fail to meet

their co-payment responsibilities.

Providers may bill members for covered services provided in excess of service limits only if one of the
following exceptions applies:

If the Contractor has a service fimit for a particular service that is only expressed in terms of units
(e.g., 12 days, 14 visits), the provider may bill the member for any service provided beyond the
service limit, up the Confractor's aliowed amount for that service.

if the Contractor has a service limit for a particular service that is expressed other than in terms of
units {e.g., an expenditure fimit) or has a combination of service limits, and allowed charges are
greater than the limit, the provider may bili the member the difference between the amount paid by
the Contractor for the service and the amount allowed by the Contractor's CoverTN plan for the
service only if: (a) prior to performing the service the provider gives the member an individualized
notice that clearly states that the member will soon exceed his/her service limit, provides the
estimated cost that will not be covered by the Contractor, and gives the member the option to
continue or discontinue care; and {b) is signed and dated by the member prior to receiving the
service but no more than one week prior to the date of service for which the provider is seeking
payment. The Contractor shall develop a notice template, which shall be prior approved by the State,
and shall provide copies of the notice template to providers.
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A3

A3

A3.2

A33

A3.4

A35

A.3.6

AZY

A.3.8

A39

A4

A4

A4.2

A4.3

MARKETING

The Contractor shall be responsible for marketing its CoverTN plan to potentially eligible employers and
sole propristors, participating employers, qualified sole proprietors, potentially eligible employees
(including, in Phase 2, employees of non-participating emptoyers), and employees of participating
emplayers. Subject to the requirements below, such marketing may include, but is not limited to,
television ads, radio ads, banner/banner-like ads, print ads, internet advertising, direct mail,
presentations, and sales calls.

The Contractor may use insurance agents or brokers {“brokers”) to help market its plan to employers and
potential members. The Contractor shall ensure that any insurance agents comply with applicable
contract requirements regarding marketing. The State reserves the right to review and approve (a) broker
fee arrangements including any incentives; (b) broker training materials; (c) and any promational
materials regarding the CoverTN program that brokers may develop or distribute.

The Contractor may conduct direct marketing, including direct mailing to potentially eligible employees at
work. However, the Contractor may not otherwise directly contact potentially eligible employees (e.g.,
phone calls, faxes, emails, sales calls) at work unless authorized by the employer.

The Contractor may conduct outbound telemarketing. As provided in Section A.3.3 above, the Contractor
may only conduct outbound telemarketing to employees at work if authorized by the person's employer, If
the Contractor conducts outbound telemarketing, it shall have a systematic method for recording and
tracking “do not call again” requests and shall honor such requests.

The Contractor may conduct promotionat activities (e.g., gift for attending a marketing presentation)
directed at eligible employees and sole proprietors. However, unless otherwise approved by the:State,
any activities or items offered by the Contractor shall be of nominal value, offered to all eligible
employees, and not be in the form of cash or monetary rebates. The Contractor shall not offer or provide
incentives to employers other than incentives for pre-payment of premiums.

The Contractor shall not distribute any marketing materials that are materially inaccurate, misleading, or
confusing.

All marketing materials, inciuding any promotional activities (see Section A.3.5), shall be prior approved
by the State. (See Section A.14.2.)

The Contractor shall provide marketing materials upoh request from any participating employer.

The Contractor shall notify the State in advance of any direct to consumer marketing of any product or
service, other than its CoverTN plan, fo members, employees of participating employers, or qualified sole
proprietors. The State reserves the right to approve or disapprove the direct to consumer marketing of
any product or service to CoverTN members, employees of participating employers, or qualified sole
proprietors.

ELIGIBILITY DETERMINATION

The Contractor shalt determine eligibility for employees of participating employers (and their spouses, as
applicable), for qualified sole proprietors (and their spouses, as applicable), and, in Phase 2 of CoverTN,
for employees of employers that are not participating employers (and their spouses, as applicable), in
accordance with the State's requirements.

The Contractor shall receive, process, and load participating employer and qualified sole proprietor
gligibitity and enrollment files from the State or its vendor within 24 hours of transmission from the State or
its vendor. The Contractor shall have the capability to utilize the information provided in the files to
determine member eligibility.

tn order to determine eligibility for employees of participating employers or for sole proprietors, the
Contractor shall:
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A4.34 Verify that the employer is a participating employer or that the applicant is a qualified sole proprietor
{as applicable} based on information from the State or its vendor:

A43.2 Confirm that the employee’s application includes a residential street address in Tennessee; and

A43.3 Screen the individual's application (see Appendix 7.1 [of RFP #317.30-014) for a draft application)
and approve eligibility for the individual and hisfher spouse (as applicable) unless the applicant self-
attests on the application that he/she:

A4.3.3.1 fIsunderage19;

A4.3.3.2 lIsnotaU.S. citizen or qualified alien;

A4.3.3.3 Does not work more than 20 hours a week (on average);

A4.3.3.4 Has health insurance; or

A4.3.3.5 Voluntarily stopped health benefits coverage within the last six months (unless in TennCare, in armed
forces, or employer did not pay at least 50%).

A4.4 If a State that borders Tennessee permits Tennessee 1o offer CoverTN plans to its residents who work for
a participating employer, then residents of that state who meet other eligibility factors may enroll in the
Contractor’s plan, but Tennessee will not pay the State share. Therefore, if an application from an
employee of a participating employer does not include a residential street address in Tennessee, but the
employee is a resident of a border state that permits Tennessee to offer CoverTN to its residents, the
Contractor shali determine the employee and hisfher spouse eligible for enrollment in its plan if the other
efigibility factors are met. However, the State will not make a premium payment for the member. The
amount of the premium that would be paid by the State if the member were a resident of Tennessee must
be paid by the empioyer andfor the member. In these situations, the Contractor shall notify the member
and the participating employer that the employee (and his/her spouse) is not eligible for premium-
payment from the State and that the entire premium must be paid by the employer and/or the member.,

A4.5 InPhase 2, the Contractor shall determine eligibility for employees of employers who are not participating
employers (and their spouses, as applicable). in order to determine eligibility for these individuals, the
Contractor shall:

A4.5.1 Confirm that the employee’s application includes a residential street address in Tennessee and
employer information; and

Adb5.2 Screen the employee's application and approve eligibility for the employee and/or spouse unless the
applicant self-attests on the application that he/she:

A4.5.21 Isunderage 19;

A4.522 lIsnotalS. citizen or qualified alien:

A4.52.3 Does not work more than 20 hours a week (on average);

A4524 Eamns more than $41,000 a year;

A4.52.5 Has heailth insurance; or

A45286 Voluntarily stopped health benefits coverage within the last six months (unfess in TennCare, in armed
forces, or employer did not pay at least 50%).

A4.6 I an employee or sole proprietor is ineligible for any of the reasons listed in Section A.4.3 or Section
A.4.5 above, then the spouse is not eligible.

A.4.7  The Contractor shalf not request any verification documents for the self-atiested eligibility elements listed
in Section A.4.3.3 or Section A.4.5.2. If the Contractor has good cause to doubt the veracity of any of the
attestations, then the Contractor shall refer the application to the State. While awaiting the State's
response, the Contractor shall presume the truthfulness of the applicant’s representations and approve or
deny eligibility accordingly.

A.4.8 The Contractor shall cooperate with the State and any other contractor providing CoverTN services to

finalize the application form included in RFP Appendix 7.1 [of RFP #317.30-041]. The application form
shall include information necessary for both eligibility determination and enrollment into a CoverTN plan.
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A49

A.4.10

The Contractor may pre-complete certain sections of the application form and mail/fax/email it to the
applicant to complete and sign. The Contractor may accept faxed or electronic signatures. The Contractor
may also allow members to create personal identification numbers (PINs), and members may use these
PINs as an acceptable form of electronic signature for application purposes to satisfy TCA 56-7-3023.

Individuals may apply for CoverTN within the following timeframes:

A4101 Current employees of participating employers (and their spouses) shall have 90 calendar days from

when the participating employer receives confirmation from the Statefits vendor that the employer is
a participating employer (or 90 days after CoverTN begins operations, whichever is later) to submit
an application to a CoverTN plan.

A.4.10.2 New employees of participating employers (and their spouses) shall have 30 calendar days from the

employee’s start date of employment to submit an application to a CoverTN plan.

A4.10.3 Employees of participating employers may aiso apply for CoverTN during open enroliment (see

Section A.5.3.1) or if the employee involuntarily loses other health insurance coverage (e.g., the
employee involuntarily loses coverage under his/her spouse’s plan).

Ad4.104 Sole proprietors (and their spouses) shall have 90 calendar days from when the sole proprietor

- receives confirmation from the Statefits vendor that it is a qualified sole proprietor (or 90 days after
CoverTN begins operations, whichever is later) to submit an application to a CoverTN plan.

A4.10.5 Employees of non-participating employers (during Phase 2) may enroll at any time. There is no time

A4.11

Ad.12

A4.13

Ad.14

AdA15

Ad4.151

limit for applying.

As provided in Section A.5.2.7, the Contractor shall require pre-payment of the non-state premium
obligation for the first month of enroliment prior to enroliment. An application from a potential member
should include a bank draft (electronic funds transfer) authorization form so that the Contractor may draft
the participating employer's bank account, the sole proprietor’s account, or, in Phase 2, for members who
are employees of a non-participating employer (or the spouse of such an employee), the member's
and/for employer’s account as applicable for the purpose of paying premiums on behalf of the member,
including pre-payment of the premium for the first month.

The Contractor shall determine eligibility for potential members within the timeframes specified in Confract
Attachment B, Performance Guarantee #1 (Eligibility Determination),

i the Contractor uses an automated eligibility algorithm, decision rules, or integrity checks to determine
eligibility, then the Contractor shall also allow for manual overrides (e.g., by first-line supervisors) to the
system,

As part of the eligibility determination process, using the information provided in the member's
application, the Contractor shall determine the appropriate premium amount for each member {see
Seaction C.4).

Within the timeframes specified in Contract Attachment B, Performance Guarantee #1 {Eligibility
Determination), the Contractor shall send a notice to each applicant notifying him/her of the disposition of
his/her application.

If the applicant is determined eligible, the notice shall state that the person is eligible, the effective
date of coverage, the applicable premium amount, if the State will not make a premium payment {see
Section A.4.4), the Contractor’s toll-free telephone number (see Section A.11.3), and that additional
materials, e.g., member handbook and 1D card (see Section A.5,1.3) will be sent under separate
cover.

A.4.15.2  If the applicant is determined ineligible, the notice shall state that the applicant is ineligible, the reason .

A48

that the applicant is ineligible, that the applicant may appeal the decision, information about the
appeals process, and the Contractor’s toll-free telephone number (see Section A.11 .3).

The Contractor shall have an appeals process for applicants to appeal a determination by the Contractor
that the individual and/or his/her spouse is not eligible. At contract implementation, the Contractor shall
provide to the State two written copies describing in detail the Contractor’'s eligibility appeal procedures,
The Contractor shall maintain files on all appeals and provide a semi-annual report summarizing the
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Ab14
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A516

number of appeals, the number and types of resolution, and the average timeframes for resolving
appeals.

The Contractar shall maintain an electronic eligibility and enroliment file (see Section A.12.1) and shall

provide a copy to the State upon request and as specified in Section A.12.5. This file shall include every
application form that is submitted to the Contractor and includes a name, address, and signature. Thus,
the Contractor shall enter all applications, including “incomplete” application forms, and their disposition.

Once determined eligible, an employer or a member shail continue to be eligible throughout the term of
the contract. Therefore, except as provided in Section A.4.19 and A.5.1.6, the Contractor shall not
redetermine eligibility of members on a regular basis.

Notwithstanding Section A.4.18, if a member continues enroliment in the Contractor's plan pursuant to
Section A.5.1.6, the Contractor shall confirm that the member (and spouse as applicable) is a resident of
Tennessee and does not have Medicare or other health insurance coverage. Also, regardless of this
continuation of eligibility, a member’s premium amounts will change as provided in Section C.4.

ENROLLMENT AND DISENROLLMENT
Enrollment

The Contractor shall enroll eligible applicants and their eligible spouses into the Contractor’s plan. A
spouse may only enroll (a) when histher spouse who is an eligible employee or sole proprietor
enrolls; (b) during open enrollment; (¢} upon the spouse's loss of eligibility for other health insurance
coverage; and (d) upon marriage. In order to enroll, the spouse shall complete and submit a change
form to the Centractor. In all instances, the Contracter shall ask the prospective member spouse to
self-attest that he or she is a U.S, citizen or qualified alien.

A member’s coverage/enroliment shail be effective on the first day of the calendar month following
the month in which a determination of eligibility is made. However, if eligibility is determined after a
date specified by the Contractor and approved by the State, which shall be no earlier than the 15 of
the month, then enroliment shall be effective the first day of the second calendar month following the
month in which a determination of eligibility is made. For example, if the Contractor determines on
May 14" that a person is eligible, that person’s coverage/enroliment effective date shall be June 1. if
the Contractor determines on May 16" that a person is eligible, then enrollment shall be effective on
July 1% A member's effective date of coverage/enrollment start date shall be included in the notice of
eligibility (see Section A.4.15.1).

The Contractor shall provide each new member a member identification card (see Section A.9.6), a
member handbook (see Section A.11.9), and a provider directory (see Section A.6.4). The Contractor
shall send the member identification card within the timeframes specified in Contact Attachment B,
Performance Guarantes #2 (Member 1D Card Distribution). The member handbook and provider
directories should also be sent within 14 calendar days after eligibility determination but shall be sent
within the timeframes specified in Contract Attachment B, Performance Guarantee #3 (Member
Handbooks and Provider Network Directories Distributed).

The Contractor shall provide each new member with a "personal health covenant” to be completed by
the member and signed by the member and his/her physician. The form for the personai heaith
covenant shall be designed by the Contractor and prior approved by the State. it shall identify
activities that the member will undertake to improve his/her health, e.g., take his/her medications,
keep his/her appointments, and avoid unnecessary emergency room visits, and shall be signed by the
member and his/her physician. The personal health covenant should be sent at the time of PCP
selection/assignment {if applicabie} or within 20 calendar days of the date of eligibility determination.

A member's enroliment shall continue until he/she is disenrolied or terminated as provided in Section
A53.

Subject to the conditions in A.5.1.6.1 and A.5.1.6.2, the Contractor shall allow a member (including a
spouse) to continue enroliment if the employer stops paying the employer's share or the employee
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AL51.6.1.1
AB51.6.1.2
AbB16.13
A5186.2

stops work or reduces his/her hours. Additionally, the Contractor shall allow a member who is a
spouse to continue enroliment if he/she legally separates from or divorces the enrolled employee/sole
proprietor, the enrolled employee/sole proprietor becomes incapacitated or disabled or dies, or the
enrolled employee/sole proprietor qualifies for Medicare or other health insurance.

The Contractor shall only be contractually obliged to continue enroliment in CoverTN if the continuing
member ({including a spouse):

is a resident of Tennessee;

The continuing member does not have Medicare or other health insurance coverage; and

The non-state share of the continuing member's premium is paid as required in Section A.5.2.
Confirmation of residency and health insurance status in Section A.5,1.6.1.1 and Section A.5.1.6.1.2
shall be based on the member's self-attestation, provided that the member signs a form under
penalty of perjury. The Contractor shail develop policies and procedures, to be prior approved by the
State, to ensure that members can continue coverage as provided in this Section A.5.1.6.

A.5.2  Premium Collection

AB521

Ab22

AB2.3

A52.31

AB523.11
AB23.12
A5.23.13

AB23.2

A5.2.3.2.1
A52322
AB23.23

A5.2.3.3

AB234
A5.2.3.4.1
A.5.2.3.4.2

AB235
A.5.2.3.5.1
AB2352

AbB.23.6

A5.2.3.6.1
AB52386.2
A5.23863

AbB.24

The Contractor shall be responsible for the collection of premium payments from the State,
participating employers (if applicable), non-participating employers {in Phase 2, if they elect to
contribute or make payment on behalf of an employee), and members. Participating employers will be
required to withhold their employees’ share through a payroll deduction and make payment on behalf
of their employees.

Premium amounts will be determined pursuant to Section C.4. During open enroliment the Contractor
shall notify members and employers who are making premium payments (including non-participating
employers in Phase 2) of the premium amounts effective January 1% of the following calendar year.

Premium obligations shall be esfablished in accordance with the following:

For employees of participating employers who are residents of Tennessee:

The State pays one-third of the total premium;

The employer pays at least one-third of the total premium; and

The employee {through a payroll deduction) pays the remaining portion of the premium,

For spouses of employees of participating employers who are residents of Tennessee:
The State pays one-third of the total premium;

The employer may pay a portion of the spouse’s premium; and

The employee (through a payroll deduction) pays the remaining portion of the premium.

For employees of participating employers who are not residents of Tennessee (and their spouses)
(see Section A.4.4), the State will not pay one-third of the total premium. The employer and/or the
member shall be responsible for payment of the total premium.

For qualified sole proprietors and their spouses:
The State pays one-third of the total premium; and
The sole proprietor pays the remaining portion of the premium,

For former employees of participating employers and their spouses:
The State pays one-third of the total premium; and
The former employee pays the remaining portion of the premium.

For employees of non-participating employers and their spouses (in Phase 2):.

The State pays one-third of the total premium;

The employer may pay a portion of the premium; and

The member (either directly or through a payroll deduction) pays the remaining portion of the
premium.

Based on availabie appropriations, the State may limit the number of members for whom the State
will provide a premium contribution (see TCA 56-7-3013(c)). In such case, the member would be
responsible for the State share.
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The Contractor shall inform employers (including in Phase 2 any non-participating employers who
make premium payments for members) and members in writing about the potential opportunity to
withhold premiums from pre-tax earnings.

Except as otherwise provided in the contract (see, e.g., Section A.5.2.12), the Contractor shall require
that all premium payments be made electronically through bank drafts (electronic funds transfer).

The Contractor shall require pre-payment of the average non-state premium obligation for the first
month of enroliment ($10Q). The Conltractor shall only collect pre-payment of the first monthv's
premium for individuals found eligible for CoverTN. The Contractor shall adjust subsequent payments
as necessary to reflect the member’s actual premium amount. The Contractor shall require pre-
payment of subsequent premiums. For example, payment for August coverage shall be required in
July,

Once an employee of a participating employer is enrolled, the Contractor shall notify the employer of
the applicable premium for each employee and spouse (if applicable), the amount due from the
employer and employee, and the due date. The Contractor shalt send a monthiy statement to the
participating employer that details the premium amounts due and notifies the employer that these
amounts will be paid through bank draft. The Contractor shall draft the participating employer's
banking account for applicable premium amounts {employer and employee share) on the due date.

Once a sole proprietor is enrolled as a member, the Contractor shall notify the sole proprietor of the
premium amount for the sole proprietor {and his/her spouse, if applicable) and specify the amount
due from the sole proprietor and the due date. The Contractor shall send a statement to the sele
proprietor at least quarterly that details the premium armounts due and notifies the sole proprietor that
these amounts are being paid through bank draft. The Contractor shall draft the sole proprietor's
banking account for applicable premium amounts (employer and employee share) on the due date.

In phase 2, once an employee of a non-participating employer is enrolled, the Contractor shall notify
the member (and the employer, if the employer will contribute or otherwise make payment on behalf
of the member) of the applicable premium for each employee and spouse (if applicabie), the amount
due from the employer (if applicable) and member, and the due date. If the employer contributes to
the employer’s premium, conducts withholding on behalf of the employee, or otherwise makes
payment on behalf of the member, the Contractor shall send a monthly statement to the employer
that details the premium amounts due and notifies the employer that these amounts will be paid
through bank draft. The Contractor shall draft the employer’s banking account for applicable premium
amounts on the due date. If the member is responsible for payment of all or part of the premium due,
the Coniractor shall send a statement to the member at least quarterly that details the premium
amounts due and notifies the member that these amounts are being paid through bank draft. The
Contractor shall draft the member’s banking account for applicable premium amounts (employer and
employee share) on the due date.

if the member is responsible for payment of all or part of the premium due, the Coniractor shall send
a statement to the member at least quarteily thaf details the premium amounts due and notifies the
member that these amounts are being paid through bank draft. The Contractor shall draft the
member's banking account for applicable premium amounts (employer and member share) on the
due date.

The Contractor shall establish a process, prior approved by the State, to ensure that members who
are no longer employed by a participating employer or a non-participating employsr that makes
payment on behalf of the member, as well as their spouses, may continue enrollment in the
Contractor’s plan if the member pays both the employer and empioyee share and meets the
conditions in Section A.5.1.6.

Non-Payment by Participating Employers or Non-Participating Emplovers who Make Payment on
Behalf of their Employees. If an employer does nof pay the premium due {e.g., employer and
employee share) by the due date specified by the Contractor, the Contractor shall immediately issue
a notice of failure to pay to the employer and the employee giving each of them until the end of the
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month for which payment is due fo bring payment current. The notice to the employer shall notify the
employer that a notice was also sent to the member. The notice to the member shall inform the
mernber that the employer did not pay the premium on time, that in order to retain coverage the
member may elect to submit the payment due {(employer and member share) by the end of the
month, and explain the options for making payment (which shall inciude credit card and debit card).
For example, if the Contractor requires payment of August premiums July 15th, the Contractor shall
send a notice to the employer and the employee requiring payment of the August premium by the end
of July,

if payment is not current by the end of the month (i.e., by July 31st), the Contractor shall notify the
emPEoyer and employee that if payment is not made by the end of the next month (i.e., by August
31%), the member shall be disenrolied from the Contractor's plan effective midnight on August 31
and terminated from the CoverTN program (see Section A.5.3). The notice to the employer shall say
that payment must include the premium (employer and member share) for two months. The notice to
the member shall give the member the option of making payment {employer and member share) for
only one month (see Section A.5.2.13). The notice to the member shall also explain the methods the
member may use to make payment, which shall include credit card and debit card.

If premium payment (both the employer and member share) is made by the end of that second month
(i.e., by August 31%), coverage shall continue. Using the example above, if the employer pays the
August premium and September premium (employer and member share) by the end of August, then
coverage continues through September.

If the employer pays one month's premium (employer and member share) by the end of the second
month, then the member is terminated effective the end of the second monith (August 31% in the
example above),

If the member pays one month's premium {employer and member share) by the end of the second
month (August 31% in the exampie above), then the member's coverage continues through the
following month (September 30 " in the example above) (see Section A.5.2.15).

If no payment is received by the end of the second manth (August 31% in the example above), the
member is terminated effective the end of the second month (August 31¥ in the example above).

The Contractor shall permit employers to make payments by the end of the coverage month two
times in a rolling 12 month period before disenrolling employees of the participating empioyer. On
the third [ate payment, the Contractor shall disenrolf the employees effective the end of the
applicable month. If this occurs for a participating employer, the Confractor shall: (a) notify the other
contractor providing statewide health plan administrative service for CoverTN; and (b) ensure that
the emplayer does not participate in its plan for a period of six months from the date of disenroliment.

As provided in Section A.5.2.13 above, if a member is subject to termination because of histher
smployer’s non-payment, the member shall have the option to pay the member and employer’s share
for one month by the end of the month for which payment is due and retain prospective coverage. In
all cases of employer non-payment (as specified in Section A.5.2.13), the Contractor shall
concurrently send a notice to the employee to inform him/her of the employer's non-payment and the
member's option to pay the employer's share, including the methods (which shall include credit card
and debit card), and the timeframe, If both the employer and member tender payment, the Contractor
shall promptly refund the member’s duplicate payment.

Non-Payment by Members, If a member is responsible for payment of histher premium (e.g., sole
proprietor, member who no longer works for a participating employer, or, in Phase 2, an employee of
a non-participating employer or spouse of such an employee), and the member’'s premium is not paid
by the due date, the Contractor shall continue coverage for two months. If one month’s premium
payment is not made before the end of the second month, the Contractor shall terminate the member
effective the end of that second month. However, if one month’s premium payment is received before
the end of the second month, coverage shall continue. Nonetheless, the Contractor may require the
member to set up and follow a payment plan {o bring payments current.
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If a member's premium is not paid by the due date, the Contractor shall immediately issue a notice of
failure to pay to the member giving the member until the end of the month for which payment is due to
bring payment current. For exampie, if the Contractor requires payment of August premiums July
15th, the Contractor shall send a notice requiring payment of the August premium by the end of July,

If payment is not current by the end of the month, the Contractor shall notify the member that if
payment is not made by the end of the next month, the member shall be disenrolled from the
Contractor's plan and terminated from the CoverTN program (see Section A.5.3). If premium payment
is made by the end of that second month, regardless of whether payment is made current, coverage
shall continue. Using the example above, if the August premium is paid by the end of August, then
coverage continues through September. If no payment is received by the end of August, the member
is terminated effective August 317,

The Contractor shall not require members to make payments for coverage during the time period
when payment was not made (e.g., in the example above, if the August premium is paid by the end of
August, the member may pay the September premium in September, the October premium in
October, efc.). The Contractor shall not refer these payments for coliection.

The Contractor shall develop policies and procedures, to be prior approved by the State, to address
the issue of non-payment of an employee’s share of the premium when the employee’s pay is
insufficient to withhold the employer's share of the premium {e.g., employee is on leave without pay).
This could include, for example, autharizing a bank draft on the member's bank account or payment
by credit or debit card.

The Contractor shall accept premium payments from individuals or organizations that are made
electronically on behalf of members (with the consent of the member).

The Centractor shall not refer debts of less than $500 for collection or seek judgment on debis of less
than $500.

A53 Disenrollment and Termination

A5.3.1

Ab.3.2

A53.3

A5.3.4

Members may only change plans or contractors during the open enrollment period, which shall be in
October, uniess otherwise specified by the State.

Members may provide notice of disenroliment from the Contractor's plan at any time. However, if a
member veoluntarily disenrolls from the Contracior’s plan, he/she is terminated from the CoverTN
program and shall not be eligible to enroll in a CoverTN plan for six months. The Contractor shall only
accept disenrollment requests (excluding termination due to death) from members in writing.

The Contractor shail disenroll a member from its plan, and terminate the member from the CoverTN
program, if the member moves out of state but does not work for a participating employer, is a non-
resident but no longer works for a participating employer, or dies. If the Contractor becomes awars
that a member has moved out of state or died, the Contractor shall issue a disenroliment notice and
disenroll the member unless the Contractor receives an attestation from the member refuting the
basis for disenrollment.

The Contractor shall disenroll a member from its plan for non-payment of premiums (see Sections
A.5.2.13 through A.5.2.15). If a member is disenrolled for non-payment of premiums, he/she is
terminated from the CoverTN program and shall not be able to enroll in a CoverTN plan until the
anniversary of his/her initial enrollment or six months, if the anniversary date is less than six months
from the date of disenrcliment. However, if an employee was disenrolled as a result of non-payment
by the employer, the employee may re-enroll if he/she applies as an employee of ancther qualifying
employer or pays the entire non-state share. The Contractor shall not require these individuals to pay
past due premiums that were not paid by the employer. If these individuals re-enroll within 63
calendar days of disenroliment, then the pre-existing condition exclusion (see Section A.2.4) shall not

apply.
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The Contractor shall notify the other contractor providing statewide health plan administrative service
for CoverTN regarding members who have been disenrolled for non-payment of premiums, and the
Contractor shall ensure that, except as provided in Section A.5.3.4, members disenrolled for non-
payment of premium do not enrolt in the Contractor's plan for the period specified in Section A.5.3 4.

The Confracter may disenrolt a member for fraud, misrepresentation, or noncampliance with plan
provisions.

Except in cases of disenrollment due (o death, before disenrolling a member from its plan, the
Contractor shall provide the member with 30 calendar days prior notice.

Disenrollment of members from the Contractor's plan shall be effective on the last day of the calendar
month after the month of notice but no later than the first day of the second month after the month of
notice.

The Contractor shall track and report all member disenrollments to the State.

PROVIDER NETWORK

The Contractor shall maintain and administer a provider network covering the entire State of Tennessee
service area, for members, in accordance with this contract. The Contractor further agrees fo maintain
under contract, participation by health care providers including but not limited to, primary care physicians,
specialist physicians, hospitals, pharmacies, and all other health care facilities, services, and providers
necessary to provide high quality, cost effective services, adequate distribution, and reasonable access
from a geographic and service standpoint throughout the service area(s).

As required by Contract Attachment B, Performance Guarantee #4 (Provider/Facility Network
Accessibility), the Contractor shall ensure network access. When requested by the State, the
Contractor shall, within ten business days and in writing, report to the State any actions it intends to
take to correct any deficiencies highlighted by network reporls or otherwise identified by the State.

The Contractor shall report to the State within five business days of the end of each contract quarter any
changes in the designation of network hospitals, physicians, and other health care providers, but no less
than 30 calendar days prior to the removal of a hospital, clinic, or ambulatory surgery center from the
network. See also Section A.13.2.

The Contractor shall not take action to disenroll network primary care providers or hospital providers
except for good reason, which may include: inability to negotiate continuance of its provider agreement;
provider failure in the credentialing/re-credentialing process; non-compliance with contract requirements;
provider request for disenroliment; member complaints; suspicion of provider impairment; loss of license:
or exclusion from participation in Medicare or Medicaid pursuant to Sections 1128 or 1156 of the Social
Security Act.

The Contractor shall annually update, print, and distribute provider directories to members’ homes. The
provider directory shall include provider name, specialty, address, and phone number, and be organized
by county. Distribution shall be made to every member af histher home address. Upon mutual agreement
of the State and the Contractor, electronic means may be utilized to inform members of the network of
providers.

The Coniractor shall maintain the capability to respend to inquiries from members concerning
participation by providers in the network, by specialty and by county. Such capabilities shall be by toll-free
telephone and an up-to-date internet-based directory of providers that includes provider search capability,
This directory shall accurately reflect network providers who have joined the network in the past 15
calendar days.

The Contracter shall contract only with providers who are duly licensed to provide such medical services.
in addition, the Contractor shall require that all providers maintain all licenses and accreditations in
existence at the time of selection as a network provider in order to continue their status as a network
provider. The Contractor shall perform, on a continuous basis, appropriate provider credentialing as
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described in the Contractor's Proposal that assures the quality of network providers. Re-credentialing of
network providers shall be performed at least every three years,

The Contractor shall notify all network providers of and enforce compliance with all provisions relating to
utilization management and other services as required for participation in the provider network.

As provided in TCA 56-7-3010(a)(ii), the Contractor shall ensure that network providers do not refuse to
provide services to a member on the basis of health status, medical conditicn, previous insurance status,
race, color, creed, age, national origin, gender, sexual orientation, disability, or marital status. This
requirement shall not be construed to require a provider to furnish medical services that are not within the
scope of the provider's license.

The Contractor shall require all network providers to file claims associated with their services directly with
the Contractor on behalf of members.

MEDICAL MANAGEMENT SERVICES

The Contractor shall provide a medical management system designed to help members secure the most
appropriate level of care consistent with their health status within the benefit package specified in Section
A.2. In carrying out this function, the Contractor shall provide a system for reviewing the appropriateness
of hospital inpatient care and other levels of care as necessary. The Contractor shall have in place an
effective process that identifies and manages those members in need of inpatient care. The following
services shall be provided:

Identification of patients in need of inpatient care for the purpose of reviewing the level of care .
requested and determining extent of care required and availabte through the Contractor’s plan, and
the identification of appropriate additional or alternative services as needed. Process shall include
admission review, or the pre-certification/ authorization of inpatient stay.

Concurrent review during the course of a patient’s hospital inpatient stay, where qualified medical
management personnel coordinate care with the hospital staff and patients’ physicians. Process will
review the continued hospitalization of patients and identify medical necessity for stays, as well as
available alternatives.

Discharge planning, providing a process by which medical management staff work with the hospital,
patients' physicians, family, and appropriate community resources to coordinate discharge and post-
discharge needs of the patient. Prevention of readmission is also a goal of the discharge planning
Process.

Review of urgent and/or ermnergency admissions, on a retroactive basis when necessary, in order to
determine medical necessity for the service.

The Contractor shall submit to the State, at contract implementation, two written copies describing its
medical management procedures and evaluafion methodology. Additionally, the Contractor shall notify
the State, in writing, within 30 calendar days of any significant changes to these procedures during the
course of the contract.

The Contractor shail provide a written report to the State on a semiannual basis regarding the utilization
of services relative to benefit limits and the demonstrated effectiveness of its medical management
activities,

The aforementioned services should be included as required and appropriate for hospital admissions.
Prospective review procedures may also include criteria for pre-admigsion testing and for same-day
surgery procedures. If inpatient hospital pre-admission certification is utilized, authorization or denial shall
ocour within one business day for urgent requests upon receipt by the Contractor of all necessary
infermation regarding the admission. Any appeals of requests for continued hospitalization denials shall
be promptly processed and involve physician-to-physician consultation.
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As part of its medical management activities, the Contractor shall notify members and providers regarding
the extent of available benefits.

The Contractor shall maintain an internal quality assurance program. The Contractor shalt submit to the
State, at contract implementation, a summary of the plan indicating areas addressed and methodology
employed.

PHARMACY

The Contractor shall provide its pharmacy benefit through a retail network and may also provide
pharmacy services through a mail order service. If the Contractor has a mail order pharmacy benefit, it
shall comply with Tennessee law regarding mail order pharmacy (Refer to TCA 56-7-117 and TCA 56-7-
2359). The Contractor shall provide the following required programs and service components for the retail
and mait order pharmacy benefits,

The Contractor shall perform quarterly reviews of pharmacy network adequacy, performance, service

-levels, and other factors that focus on managing pharmacy benefit cost.

Retail and Mail Order Claims Adjudication. The Contractor shall:

Adjudicate and process all electronic point of sale and paper retail and mail order pharmacy claims
incurred during the term of the contract in accordance with the benefit package (see Section A.2).

Maintain an integrated retail and mail order electronic point-of-sale claims system that shall have
edits to verify eligibility, covered drug benefits, and claim accuracy. Mail order facilities shall have the
capacity to process the volume of member prescriptions.
The Contractor shall provide a website for members providing access to pharmacy plan benefits, retail
pharmacy network, formulary/Preferred Drug List (PDL), drugs requiring prior authorization, drugs
dispansed with limitations, and link to mail-order.
Retail Network. The Contractor shall;
Provide a comprehensive network with member access to retail pharmacies, which contractually
agree through point-of-safe electronic transmission to verify eligibility, submit member claims
electronically, agree not to waive co-payments, and agree to accept the Confractor's reimbursement
as payment in full for covered prescription drugs aflowing no balance billing.
Provide participating pharmacies with a toll-free telephone service number,
Maintain a pharmacy audit program in order to ensure pharmacy compliance with the program.

Formulary/Preferred Drug List (PDL) and Utilization Review. The Contractor shail:

Implement and maintain a formulary/ PDL for the retail and mail order program that includes the
minimum number of generic drugs in each of the drug categories specified in Appendix 7.3 [to RFP
#317.30-041]. Changes in the formulary/PDL shall be approved and communicated to the State and
affected members no less than 30 calendar days prior to change implementation date, uniess a
shorter notification time is mutually agreed to by the Contractor and State.

Provide a Prospective Utilization Review program for the retail and mail order programs allowing
pharmacists access to patient prescription drug profile and history in order to identify potentially
adverse events, including but not limited to the following:

AB8.5.21 Drug to drug interaction
A.B.5.2.2  Duplicate therapy
AB523 Known drug sensitivity
A.8.5.24  Over utilization
A8525 Maximum daily dosage
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A8.5.2.8  Early refill indicators
A.8.52.7  Suspected fraud

A.8.53

AB54

AB.5.5

AB56

A8

A8

A9.2

A93

A94

A95

A.8.6

A97

AD.7.1

Frovide for clinical pharmacist follow-up to dispensers and prescribers in order to share relevant
information from the drug utilization review analysis,

Provide a Retrospective Utilization Review program to track provider prescribing habits and identify
those who practice outside of their peer norms as well as identify patients who may be abusing
prescription drugs or visiting multiple providers.

Have the ability to lock a member suspected of abusing the system into just one network pharmacy.

Pharmacy Rebates and Audits. When the Contractor is at full risk, the Contractor shall provide a
quarterly report to the State detailing rebates obtained due to the use of pharmaceuticals by members

for the rebates accrued during the claim period ending six months prior to the report date.

CLAIMS PROCESSING

The Contractor shall process all medical claims in accordance with the plan benefits, as detailed in
Aftachment A. The Contractor may not modify these benefits during the term of this contract without the
approval of the State.

The Contractor shall ensure that the majority of all claims will be paperless. Providers will have the
responsibility through their contract with the Contractor to submit claims directly to the Contractor,

The Contractor shall ensure that the electronic data processing (EDP) environment (hardware and
software), data security, and internal controls meet all present standards, and will meet all future
standards, required by the Administrative Simplification provisions of the Health Insurance Portability and
Accountability Act of 1996 (HIPAA), Public Law 104-191, Said standards shall include the requirements
specified under each of the following HIPAA subsections:

National Individual Identifier

« Electronic Transactions and Code .
Sets « Claims attachments
Privacy = National Mealth Plan identifier
Security » Enforcement

= National Provider Identifier
« National Employer Identifier

The Confractor shall maintain an EDP and electronic data interface (EDI) environment that meets the
requirements of this contract and meets the privacy and security requirements of the Health insurance
Portability and Accountability Act of 1996. The Conlractor shall have a disaster recovery plan for restoring
the application software and current master files and for hardware backup if the production systems are

destroyed.

The Contractor shall confirm eligibility of each member as claims are submitted for the period during
which the charges were incurred. The Contractor shall process said claims, in an accurate rmanner, filed
by provider(s), including in accordance with Performance Guarantees #5 and #6 contained in Contract

Attachment B.

To ensure the efficient and timely processing of claims and the adequate capture of data, the Contractor
shall provide members with identification cards. identification cards shall contain unique identifiers for
each member; such identifier shalf NOT be the member's Federal Social Security Number. The cost of
these items shall be borne by the Contractor. The State reserves the authority to review any claim forms
and identification cards prior to issuance for use.

The Contractor shall institute subrogation based on a mutually agreeable process between the Contractor
and the State. Such process shall include:

A defined process for the recovery of monies received through subrogation;
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AQT72
AQT3

A9.8

A9.9

A9.10

A9

A9.12

AD121

Notification, upon request by the State, of the status of cases under review for subrogation; and
Identification to the State of all subrogation subcontractors and, upon request by the State, copies of
said subcontracts.

The Contractor may retain any subrogation recoveries. The Contractor shall understand that recovery of
subroegation claims includes claims paid as a result of work related ilinesses or injuries relative to worker’s

compensation claims.

The Contractor shall determine eligible expenses that are medically necessary and within the benefit
limits (see Seclion A.2). The Contractor shall have on staff qualified and licensed medical personnel

whose primary duties are to determine both prospectively and retroactively the medical necessity of

treatments and their associated claims.

The Contractor shall generate and mail an explanation of benefits (EOB) to the member each time the
Contractor processes a claim. The Contractor shall mail the EOB within five business days of processing
the claim. The EOB format shall be approved by the State and shall include but not be limited to customer
service information, member information, the type of service, the service date, the provider's name, the
amount billed, the amount the Contractor paid, and the amount not covered by the Contractor's plan. In
addition, if the service is subject to a service limit, then the EOB must include information on the service
limit, including the adjusted service limit (e.g., the number of visits remaining).

Upon conciusion of this contract, or in the event of its termination or cancellation for any reason, the
Contractor shalt be responsible for the processing of all claims incurred for medical services rendered or
medical supplies purchased during the period of this conftract with no additional administrative cost to the
State. The claims run out pericd shall extend through the final day of the 13" month following contract
termination.

The Contractor shall assist the State in identifying fraud and perform fraud investigations of members and
providers, in consultation with the State, for the purpose of recovery of overpayments due to fraud.
Reviews shall include all possible actions necessary to locate and investigate cases of potential,
suspected, or known fraud and abuse. In the event the Contractor discovers evidence that an unusual
transaction has occurred that merits further investigation, the Contractor shall simultaneously inform the
Division of Insurance Administration and the Office of the Inspector General, both in the Department of
Finance and Administration, and the Division of State Audit, in the Office of the Comptrolter of the
Treasury. The State will review the information and inform the Contractor whether it wishes the Contractor

fo:

discontinue further investigation if there is insufficient justification;

AB122 continue the investigation and report back to the State;
A9123 continue the investigation with the assistance of the State; or
A9.124 discontinue the investigation and turn the Contractor's findings over to the State for its investigation.

A913

The Contractor shall allow for periodic audits to be performed by the State of Tennessee's Division of
State Audit, Office of the Comptroller of the Treasury, other State agencies, or other gualified entity(ies)
designated by the State. For the purpose of this requirement, the Contractor shall include its parent
organization, affiliates, subsidiaries, and subcontractors only as their work relates to their performance of
the work under this contract. The selected auditor shall be qualified to conduct such audits and shalil not
present any conflict of interest with the Contractor that would compromise any Confractor proprietary
information. The Contractor shall provide the auditor access to all information necessary to perform the
examination, and the State will work with the Contractor in defining the scope of the audit, requirements,
and time frame for conducting the audit. The State shall provide reasonable natice to Contractor of not
less than 30 calendar days. Contractor agrees to be fully prepared for any on-site audit an the mutualty
agreed upon date. To the extent allowed by applicable law, the State agrees that persons or
organizations conducting audits of the Contractor shall be prohibited from disclosing confidential patient
records or proprietary or confidential information reasonably designated as such by the Contractor.

For the purpose of conducting these audits, the Contractar agrees to the following:
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AS.13.1  Audits may be conducted by the State to ensure that all rebates, discounts, special pricing

considerations, and financial incentives have accrued to the State and that all costs incurred are in
accordance with the contract terms and plan benefits. In addition, risk sharing arrangements,
performance guarantees, and administrative processes as specified in this contract may be audited
by the State or its qualified representative(s).

AD13.2  Audits may commence af any time within the three year period foillowing the period being audited.

However, the State will not request an audit for the same purpose more than two times in any one
contract year.

A.8.13.3  State shall not be required to pay for any Contractor data, reporting, time, expenses, or other related

costs incurred by Contractor for the preparation of, or participation in, such audits.

A.9.13.4  The Contractor shall not restrict the State audit sample size or sample selection methodology. The

State retains the right to select a random sampling process, whereby a statistically valid sample of
transactions completed during the audit period are analyzed, or an electronic audit process, whereby
one hundred percent (100%) of transactions completed during the audit period are analyzed. In the
event that the random sampling process is selected, audit resuitsferror rates may be extrapolated for
purposes of financial penalties and/or recoveries in accordance with generally accepted auditing
principles. For any audit performed for purposes other than performance guaraniee validation, State
retains the right to choose the sampling method.

A.9.13.5  Such audits are permissible and required pursuant to the Sarbanes-Oxley Act of 2002; the American

Institute of Certified Public Accounts standards; the Health Insurance Portability and Accountability
Act of 1996 (HIPAA); and the fiduciary obligations of the State. Accordingly, the Contractor shall not
restrict State access to Protected Health Information (PHI) as that term is defined in HIPAA; .provided
the appropriate Business Associaie Agreement and confidentiality agreements are in place and all
applicable federal and state laws are followed.

A.9.13.6  The Contractor agrees to provide all requested data and documents, access to the Contractor's

A0
A10.1

A10.2

A10.3

A10.4

computer system, and assistance in using the computer system,

CLAIMS PAYMENT AND RECONCILIATION PROCESS

For the payment of all claims under this contract, the Contractor shall issue payments in the form of
checks andfor Automated Clearing House (ACH) electronic funds transfer against the Contractor's own
bank account. Unless otherwise mutually agreed to in writing by the parties, the check mailing/delivery
process, including the location and timing for the printing and mailing of the checks, shall be in the
manner described in the Contractor’s Proposal. The Contractor shall maintain security and quality
controls over the design, printing, and mailing of checks, as well as any fraud prevention feature of check
stock in the manner described in the Contractor's Proposal,

As provided in Section C.4, the State shall make monthly premium payments to the Contractor based on
the Contractor's membership.

The Contractor shall issue all related Internal Revenue Service (IRS) Form 1099 reports, submit required
1099 information directly to the IRS utilizing Contractor’s tax 1D number, and shall maintain responsibility
in matters relating to such information provided to payees and to the IRS, including the payment of any
penalties or fees related to such 1099 reporting.

Overpayments resulting from the negligent, reckless, or willful acts or omissions of the Contractor, its

officers, agents, or employees shall be the responsibility of the Contractor, regardless of whether or not
such overpayments can be recovered by the Contractor.
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A

At

A11.2

A11.3

Al14

A11.5

A11.6

A7

A11.8

A11.9

CUSTOMER AND ADMINISTRATIVE SERVICES

The Contractor shall respond to inquiries, correspondence, complaints, and problems from members and
providers. The Contractor shall answer, in writing, within ten business days of receipt, ninety percent
(90%;) of all written inquiries from members concerning requested information, including benefits
available.

The Contractor shall maintain a formal grievance and appeal procedure, by which members and
providers may appeal: eligibility decisions (see Section A.4.18), claims disputes, decisions regarding
benefits administration, medical necessity determinations within benefit limits, determinations that the
member has reached a benefit limit, and disputes arising from the utilization management program, At
confract implementation, the Centractor shall provide to the State two written copies describing in detail
the Contractor’s grievance and appeal procedures. The State reserves the right to review the procedure
and make recommendations, where appropriate.

The Contractor shall maintain statewide, toll-free phone lines manned by qualified member services staff
and for the exclusive purpose of applicant and member inquiries and operate at a minimum of 8:00 a.m,
untit 6:00 p.m. Eastern Standard Time. These phone fines shall be operated in accordance with delails
provided in the Contractor's proposal and perform consistent with Performance Guarantee #7 in Contract
Attachment B. These phone lines shall handie calls from non-English speaking members.

if the Contractor knows that a member is pregnant, the Contractor shall immediately refer the member fo
the State so that she can receive maternity and pregnancy-related services through CoverKids or
TennCare (see Section A.2.3 and Section A.14.4). If a pregnant member contacts the Contractor during
normal business hours by phone, then the Contracter shall refer the member to the State via warm.
transfer.

The Contractor shall refer any calls from potentially eligible employers regarding the CoverTN program to
1-866-COVER-TN or to hitp:ffcovertn.qgeyv/. In addition, the Contractor shall refer potentially eligible
employers and sole proprietors to the State/the State’s vendor for eligibility determination.

Unless otherwise stipulated by the State in writing, the Contractor shall refer (via warm transfer) any calls
from members or potential members regarding coverage of dependents or seeking social services (e.g.,
unemployment, food stamps, energy assistance) to 1-866-COVER-TN. The Contractor shall refer any
calls from members or potential members seeking Medicare assistance to 1-800-MEDICARE.

The Contractor shall designate an individual with overall responsibility for administration of this contract.
This person shall designate qualified additional staff as necessary.

The Contractor, at the request of either party, shall meet with representatives of the State periodically, but
no less than guarterly, to discuss any problems and/or progress on matters ocutlined by the State. The
Contractor shall have in attendance, when requested by the State, a Program Director and
representatives from ifs organizational units required to respond to topics indicated by the State's agenda,
The Contractor shall provide information to the State concerning its efforts to develop cost containment
mechanisms and improve administrative activities. The Contractor shall provide information to the State
regarding the administration of the benefit, internat procedures for billing and reconciliation of transactions
and the provision of health care treatment, and other administrative matters.

The Contractor, following review and approval by the State, shall annually update, print, and distribute to
members' homes a member handbook. The handbook shall be specific to the CoverTN plan and shall
describe and outline plan benefits, limitations and exclusicns, co-payments, how to access services, and
other information helpful to members. The handbook shall be at least at a sixth grade reading level and
shall be available in Spanish.
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A11.91 The number of member handbooks fo be printed shall be in sufficient quantities for the members and
shall be mailed to members' homes with the provider directory (see Section A.6.4). The Contractor
shall send a member handbook and provider directory to new members as specified in Section
A.5.1.3 and Contract Attachment B, Performance Guarantee #3 (Member Handbooks and Provider
Network Directories Distributed). The Contractor shall also provide member handbooks and provider
directories to members after open enroliment, as specified in Contract Attachment B, Performance
Guarantee #3 (Member Handbooks and Provider Network Directories Distributed).

A119.2 Failure to have the member handbook approved by the State before release shall result in an
assessment of $1,600 per occurrence. The State shail notify the Contractor of any such cccurrence.
Any amounts due for the Contractor's noncompliance with this pre-approval provision shall be paid
annually upon request by the State.-

A.11.10 The Contractor, following review and approval by the State, shail annually prepare, print and distribute to
member's homes a summary of changes {o the Contractor's plan, including but not limited to changes to
benefits, provider network, and medical management procedures. This summary of changes shall be
mailed ta members two weeks prior to the start of open enroliment,

A.11.11 The Contractor shall, in consultation with the State, print and distribute all identification cards, member
handbooks, provider directories, personal heaith covenants, primary care physician selection cards (if
applicable), summaries of changes, letters, administrative forms, and manuals pertaining to or sent to
members. If the materials address eligibility or benefits, they shall be prior approved by the State. The
State reserves the right to review and comment on any materials sent to members. The cost of printing
and distributing these materials shalt be the responsibility of the Contractor.

A.11.12 If the Contractor maintains State-dedicated internet pages, it shall provide up-to-date information. .

A.11.13 The Contractor shall provide advice and assistance with regard to qUestions regarding effective dates,
benefit levels, service limitations, remaining benefit levels (for services with service limits), premiums, and
cessation of coverage as requested by the State, members, employers, and providers.

A.11.14 The Contractor and the State shall jointly develop an action plan to correct problems or deficiencies by
the State.

A.12  DATA AND SPECIFIC REPORTING REQUIREMENTS

A12.1 Eligibility and Enroliment Data

A12.1.1  The Contractor shall maintain, in its computer system, in-force eligibility and enroliment records of all
participating employers and all members,

A.12.1.2  The Contractor shall maintain all of the eligibility elements included in the employer/sole proprietor file
provided by the State.

A12.1.3  For applicants/members the Confractor shall collect and maintain, at minimum, the elements listed in
Appendix 7.4 {of RFP #317.30-041],

A.121.4  The Contractor shall ensure that member efigibility and enroliment records remain accurate and
complete and include historical information (at least three years).

A.12.2 The Contractor shall maintain a duplicate set of all records relating to the benefit payments in an
electronic medium, usable by the State and Contractor for the purpose of disaster recovery. Such
duplicate records are to be stored at a secure fire, flood, and theft- protected facility located away from
the storage location of the originals. The duplicate data processing records shall be updated, at a
minimum, on a daily basis and retained for a period of 80 calendar days from the date of creation. Upon
notice of termination or cancellation of this contract, the original and the duplicate data processing
records medium, and the information they contain, shall be conveyed to the State on or before the
effective date of termination or cancellation.
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A123

Alz24

A.12.5

A12.51

The Contractar shall reconcile, within ten business days of receipt, payments from the State. Upon
identification of any discrepancies, the Contractor shall immediately advise the State.

Semi-annually the first year and annually thereafter, the Contractor shall provide the State with a
GeoNetworks® report showing service and geographic access (see Contract Attachment B, Performance
Guarantee #4). The State shall review the network structure and shall inform the Contractor in writing of
any deficiencies the State considers to deny reasonable access to health care. The State and Contractor
shall then mutually develop a plan of action to correct said deficiencies within 60 calendar days.

The Contractor is required to transmit member eligibility and enrollment data and medical, behavioral
health, and prescription drug claims to the State’s health care decision support system (DSS) vendor
{currently Medstat)} until all ctaims incurred during the term of this contract have been paid. The
Contractor shall ensure that all claims processed for payment have valid provider identifications and
complete ICD-9 and CPT4 codes (and when applicable, updated versions).

For each quarter of the contract term, and any extensions therecf, data shall meet the quality
standards detailed in Contract Attachment B, Performance Guarantee #8, as determined by the
State's health care DSS vendor (currently Medstat).

A12.52 The Contractor shall work with the State’'s DSS vendor to identify a mutually-agreeable data format

for claims transmission similar to the format detailed in Appendix 7.5 [of RFP #317.30-041] as well
as a format to collect member eligibility and enroliment data that includes elements similar to those
detailed in Appendix 7.4 jof RFP #317.30-041]. The Contractor is responsible for the cost incurred by
the State’s DSS vendor to develop, test, and implement conversion programs for the Contractor's
data. The State's DSS vendor currently charges a maximum of $30,000 per new contractor.
Furthermore, the Contractor shall pay during the full term of this contract all applicable fees:as-
assessed by the State’s DSS vendor related to any data formats changes that are Contractor-
initiated or are due to meeting compliance with new regulations. The Contractor will also pay all
applicable fees related to any efforts by the State's DSS vendor o correct Contractor data quality
arrors that oceur during the term of this contract.

A.12.5.3 Member eligibility and enroliment data are to be submitted to the State's DSS vendor no later than

the last day of the month following the end of each calendar month.

A1254 Claims data is to be submitted to the State’s DSS vendor no later than the last day of the month

following the end of each calendar quarter (see Contract Attachment B, Performance Guarantee #2).

A.12.5.5 The Contractor shall participate and cooperate with the State to implement a secure, web-accessible

A3

A131

A13.2

community health record (CHR) for CoverTN members. Cooperation shall include, hut may not he
limited to, the provision of encounter/results data directly to an authorized CHR vendor in a time and
manner approved by the State and consistent with the requirements of the CHR vendor and an
executed Business Associates Agreement between the Contractor and the CHR vendor. The
Contractor shall require subcontractors and providers to participate and cooperate with the State
and/or a CHR vendor.

SUBMIT MANAGEMENT REPORTS

The Contractor shall submit Management Reports in a mutually agreeable electronic format (MS Word,
MS Excel, etc.), of the type, at the frequency, and containing the detail described in Confract Attachment
B. Quarterly reports shall be due to the State not later than 45 calendar days after the end of each
reporting period. Repotting shall continue for the 13 month period following termination of the contract,

The Contractor shall also generate and submit to the State, within five business days of the end of each
contract quarter, a Guarterly Network Changes Report, also in electronic format.
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A4

A14.1

A 142

A14.3

A14.4

B.1

B.2

Cc2

C.3

C.31

SERVICES PROVIDED BY THE STATE

The State shall conduct general marketing activities to inform potential participating employers, sole
proprietors, and members about CoverTN and how to enroll.

The State shall review the Contractor's marketing materials to ensure that materials are not materially
inaccurate, misleading, or confusing. The State shall review materials with information about eligibility or
benefits to ensure that this information is clear and accurate,

The State or its vendor shall determine eligibitity for participating employers and sole proprietors and
provide enroliment records for employers and sole proprietors who are eligible to participate in CoverTN,
The Contractor's computer system shall have the capability to utilize the enroliment information provided

by the Stale,

The State shall facilitate the enroliment of pregnant CoverTN members into other state programs,
including CoverKids, so that they can receive maternity and pregnancy-related services. Additionally, the
State will help these members resolve any concerns about enroliment in or claims payments by the other
health plan. The State will also advise women to continue their enroliment in CoverTN and to pay their
monthly premiums throughout their pregnancy and following their delivery.

CONTRACT TERM

Contract Term. This contract shall be effective for the period commencing on January 12, 2007 and
ending on December 31, 2009. The State shall have no obligation for services rendered by the Contractor
which are not performed within the specified period.

Term Extension. The State reserves the right to extend the contract for an additional period or periods of
time representing increments of no more than one year and a total contract term of no more than five (5)
years, provided that such an extension of the contract term is effected prior to the current contract
expiration date by means of an amendment {o the contract.

PAYMENT TERMS AND CONDITIONS

Maximum Liabifity. In no event shall the maximum liability of the State under this contract exceed Fifty
Million Dollars ($50,000,000.00). The Service Rates in Section C.3 shall constitute the entire
compensation due the Contractor for the Service and all of the Contractor's obligations hereunder
regardless of the difficulty, materials, or equipment required, The Service Rates include, but are not
limited to, all applicable taxes, fees, overheads, and all other direct and indirect costs incurred or to be
incurred by the Contractor.

The Contractor is not entitled to be paid the maximum liability for any period under the contract or any
extensions of the contract for wark not requested by the State. The maximum liability represents available
funds for payment to the Contractor and does not guarantee payment of any such funds to the Contractor
under this contract unless the State requests work and the Contractor performs said work. In which case,
the Contractor shall be paid in accordance with the Service Rates detailed in Section C.3. The State is
under no obligation to request work from the Contractor in any specific dollar amounts or to request any
work at all from the Contractor during any period of this contract.

Compensation Firm. The Service Rates and the Maximum Liability of the State under this contract are
firm for the duration of the contract and are not subject to escalation for any reason unless amended.

Premium Payments

The State has established the premium amounts for CoverTN members for calendar year 2007 (see
Coniract Attachment D). The premium amount for a member will be adjusted depending on the member's
age, whether or not he/she is a tobacco user, and his/her body mass index (BMI), and each member shall
be assigned to a premium group based on these factors (see Contract Attachment D). As provided in
Section A.5.2, the premium amount for a member may be paid by the State, an employer, and/or the
member. This premium amount is payment for ali services under this contract, including administrative
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c3.2

C.33

C.34

C.34.1

C.34.2

C.34.3

C.344

C.34.5

costs. The Contractor's administrative component of premiums in calendar year 2007, as established
through the procurement process in response to RFP #317.30-041, is included in Contract Attachment D.

For each member enrolled in the Contractor's plan, except for those who are ineligible for State payment
(see Section A.4.4), the State will pay the Contractor, on a monthly basis, the amount of the “State Share”
of the monthly premium amount established by the State. (See Contract Attachment D for the premium
amounts and State share of such premium amounts for calendar year 2007.)

The State's payment of its premium obligation (State share) shall be based upon the number of members,
by premium group, as certified by the Coniractor and included in a monthly invoice with accompanying
enroliment file provided to the State. The monthly invoice and enrollment file shall be sent electronically to
the State two business days before the end of the month and shall include information specified by the
State for members who will be enrolled for the following month. The State shall remit payment of its
premium obligation to the Contractor based on the invoice and enroliment file within three business days
of receipt of a clean file. Each month’s payment to the Contractor by the State shall be equal to the
number of members in each premium group times the State’s share of the premium for that premium
group (except as provided in Section A.4.4).

The Contractor shall assign a member to a premium group based on the information provided on the
member's application regarding age, tobacco use, and BMI. During open enrollment the Contractor shall
collect information to assess if there has been a change in any of these factors. If any of these factors
changes (based on information collected during open enroliment or otherwise known to the Contractor) in
a manner that impacts a member's premium group, then the Centractor shall adjust the member's
premium. Premium adjustments shall be made as follows:

Premium adjustments for age shall be effective January 1* of each year unless age was incorrectly
reported or entered at the time of application. For example, if a member turns 50 in May of 2007, the
premiurmn adjustment shall be effective January of 2008. If age was incorrectly reported or entered at
the time of application, then the Contractor may adjust the premium after providing 30 calendar days
notice to the member and employer (as applicable).

Premium adjustments for tobacco use shall be made if a member without the tobacco use surcharge
begins to use tobacco or a member with a tobacco use surcharge cerlifies that he/she has not used
tobacco in the previous six months. The Contractor may require physician certification (through the
personal health covenant or other means) for removal of the surcharge. Except as provided in
Section C.3.4.4 and Section C.3.4.5, premium adjustments for tobacco use shall be effective January
1% of each year.

Premium adjustments for BMI shall be made if a member with the premium discount has a BMI of 30
or more or if a member without the premium discount certifies that he/she has sustained a BMI of less
than 30 for at least six months. The Contractor may require physician confirmation (through the
personal health covenant or other means) for a premium reduction. Except as provided in Section
C.3.4.4 and Section C.3.4.5, premium adjustments for change in BMI shall be effective January 1 of
each year.

The Contractor shall provide members who enroll in the Contractor's plan fewer than six months prior
to open enrollment one opportunity at the one year anniversary of their enroliment o reduce their
premiums based on tobacco use or BMI. Any such premium reductions shall be effective through the
end of that year. Any future adjustments shall be made effective January 1% of each year.

For premium adjustments related to tobacco use and BMI, the Contractor shall comply with any
federal regulations regarding “wellness programs.” Until final regulations are issued, the Contractor
shall comply with the provisions of the proposed regulations (see 66 Federal Register 1421},
including any revisions.

C.3.4.5.1 Inorder to comply with federal requirements regarding wellness program, the Contractor shall (a)

establish a reasonable alternative standard to obtain the premium reduction for members for whom it
is unreasonably difficult to meet the standard for the premium reductions (i.e., cease fobacco use or
achieve a BMI below 30), and (b) disclose in all member materials describing the premium amounts
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the availability of a reasonable standard to both remove the surcharge for tohacco use and receive
the discount for having a BMI under 30. The following language, or substantially similar language,
shail be used to meet the requirement in {b): “If it is unreasonably difficult due to a medical condition
for you to stop using tobacco (or if it is medically inadvisable for you to attempt to meet this standard),
then your CoverTN plan will make available a reasonable alternative standard for you to receive this
discount. Simitarly, if it is unreascnably difficult due to a medical condition for you to achieve a BMI
under 30 (or if it is medically inadvisable for you to attempt to meet this standard), then your CoverTN
plan will make available a reasonable alternative standard for you to avoid this surcharge. Please call
your CoverTN plan for more information.”

C.3.4.5.2 During open enrollment and, for members who enroll fewer than six months prior to open enroliment,

C35

C.3.6

C.4
C.4.1

C.4.11

at the one year anniversary of the member's enrollment, the Contractor shall make the premium
reductions available to members who meet the reasonable alternative standard. These premium
reductions shall be effective January 1 or the 13" month of enroliment, as applicable, through
December of that year. If, after receiving a premium reduction for meeting an alternative standard, the
member fails to comply with the alternative standard, the Contractor may adjust the premium to
remove the discount for meeting the BMI standard or reinstate the surcharge for tobacco use (as
applicable). If the Contractor increases the premium as a result of member’s failure to comply with the
alternative standard, the higher premium amount shall remain in effect through December of that
year. During open enroliment, the Contractor shall provide the member with an opportunity to qualify
for a premium reduction, including compliance with an alternative standard, for premiums effective the
following January.

For coverage provided in calendar year 2008 and 2009 the State shall increase the premium amounts in
Contract Attachment D. In calendar year 2008, the Stafe shall increase the non-administrative component
of the premium amounts by ten percent (10%) from calendar year 2007. For calendar year 2009 the:
increase shall be based on the State’s analysis of claims experience for the CoverTN program and shall
not exceed {en percent {10%). In each year the administrative component of the premium amount shall
be adjusted by the percent increase, if any, between the Consumer Price Index (CPH: U.S. city average,
All ltems expenditure category, not seasonally adjusted, index base period: 1982-84=100 published by
the United States Department of Labor, Bureau of Labor Statistics (or its successor index) in the August
of the year prior to the calendar year that the adjustment will take effect and that figure published in the
same month, 12-months prior, up fo a maximum of three and one-half percent (3.5%).

If this contract is extended pursuant fo Section B.2, the State shall increase the premium amounts in
Contract Attachment D for each extension year, as applicable. This increase shall be based on the
State’s analysis of claims experience for the CoverTN program and shall not exceed ten percent {(10%)
per year for the non-administrative component of the premium amount. The administrative component of
the premium amount shall be adjusted by the percent increase, if any, between the Consumer Price Index
{CPI): U.S. city average, All items expenditure category, not seasonally adjusted, index base period:
1982-84=100 published by the United States Department of Labor, Bureau of Labor Statistics (or its
successor index) in the August of the year prior to the calendar year that the adjustment will take effect
and that figure published in the same month, 12-months prior, up to a maximum of three and one-half
percent (3.5%).

Marketing Payments

Payments for Enrollment of Employees of Participating Emplovers and of Sole Proprietors

New Members. The State shall pay ten percent {10%) of the average monthly premium (e.g., $15.00
in CY 2007} to the Contractor for enroliment of "new members” following the first month of enroliment.
For purposes of Section C.4, “new members” shall be defined as persons who (a) enroll in the
Contractor's CoverTN plan and (b) have not previously been members of the Contractor's CovertN
plan at any time during the last 90 days. The State shall make monthly payments based on a monthly
report of new members submitted by the Contractor,
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Continuing Enrollees. Following the month for which the State made a payment pursuant to Section
C.4.1.1, the State shall pay five percent (5%) of the average monthly premium (e.g., $7.50 in CY
2007} to the Contractor for each of the next 11 months for which a continuing enrollee remains a
member in the Contractor's plan. For purposes of this Section C.4, “continuing enrollees” shall be
defined as persons who were “new members” in the preceding 12 months. The State shall make
monthly payments based on a monthly report of continuing enrollees submitted by the Contractor.

C.4.2 Retention Incentive Payments

C4.21

C4.22

The State shall pay twenty percent (20%) of the average monthly premium to the Contractor following
the twelfth month of continuous enroliment for each continuing enrollee who is still enrolled in the
Contractor's plan. The State shalf make payments based on a monthly report submitted by the
Contractor.

The Contractor shall have the right to use the retention incentive payment described in Section
C.4.2.1in order to offer rebates, discounts, waivers or payment, hardship assistance, and related
promotions to incentivize members to maintain their enrollment in the CoverTN program. The State
reserves the right to review and approve the terms of these incentives prior to the distribution of any
related promotional materials.

C.4.3 Enroliment Target Incentive Payments

C.4.3.1

C4.3.2

C.433

C.4.3.3.1

C434

The State shall make a total one-time payment of $500,000 to the Contractor if the Contractor is the
first contractor to enroll 10,000 new members within the first six months (e.g., 180 calendar days)
after coverage under this contract begins. If the Contractor is the second contractor to enroll 10,000
new members during this period, then the State shall pay the Contractor a total one-time payment of
$250,000. If the Contractor does not enroll 10,000 new members during this period, the State shall
not make any payment under this section. "New members” are defined in Section C.4.1.1 above.

The State shall make a total one-time payment of $500,000 to the Contractor if the Contractor is the
first contractor to enroll 10,000 new members within the second six-month period after coverage
under this contract begins. If the Contractor is the second contractor to enroll 10,000 new members
during this period, then the State shall pay the Contractor a total one-time payment of $250,000. If the
Contractor does not enroll 10,000 new members during this period, the State shall not make any
payment under this section. "New members” are defined in Section C.4.1.1 above. Payments under
this Section C.4.3.2 are subject to the geographic limitations of Section C.4.4.1 below.

The State shall make a total one-time payment of $1,000,000 to the Contractor if the Contractor is the
first contractor to enroll 20,000 new members, including 8,000 new individual members, between
months 13 and 24 after coverage under this contract begins. If the Contractor is the second
contractor to enroll 20,000 new members, including 8,000 new individual members, during this period,
then the State shall pay the Contracior a total one-time payment of $600,000. If the Contractor does
not enroll 20,000 new members during this period, including 8,000 new individual members, the State
shall not make any payment under this section. Payments under this Section C.4.3.3 are subject to
the geographic limitations of Section C.4.4.2 below.

For purposes of Section C.4.3.3, “‘new members" are defined in Section C.4.1.1 above. Additionally,
“new individual members” shall be defined as persons who work for a non-participating employer and
their spouses who (a) enroll in the Contractor's CoverTN plan and (b) have not previously been
members of the Contractor's CoverTN plan at any time during the last 90 days.

The State reserves the right to review and approve incentive programs that the Contractor intends to
implement with its employees, sales staff, contractors, brokers, and other marketing agents.
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C.b5

C.51

C.6

c7

C.8

c9

C.10

D.2

D3

Geographic Limitation for Enrollment Target Incentive Payments

The State shall not pay any incentive payment to a Contractor under Section C.4.3.2 if, af the end of
the first 12 months from the date the Contractor began providing coverage under this contract, more
than one-half of the Contractor’s total CoverTN plan members reside within the same region of
Tennessee. "Regions” are East, Middle, and West Tennessee as defined in Part E of RFP
Attachment 6.4 [of RFP #317.30-041].

The State shall not pay any incentive payment to a Contractor under Section C.4.3.3 if, at the end of
the first 24 months from the date the Contractor began providing coverage under this confract, the
Contractor does not meet the geographic distribution of members as established by the State, which
shall be designed to ensure that residents of suburban and rural Tennessee have adequate access o
and opportunity to enroll in CoverTN. If the State does not specify a standard within 12 months after
coverage under this contract begins, then the geographic limitation in Section C.4.4.1 shall apply.

Performance Guaraniees. The Contractor agrees to be bound by the provisions contained in Contract
Attachment B, Performance Guarantees, and to pay amounts due upon notification of Contractor non-
compliance by the State.

Performance Guarantees under Contract Extension. If this confract is extended, per Section 8.2, the
Performance Guarantees shall remain unchanged for the years extended.

Travel Compensation. The Contractor shall not be compensated or reimbursed for travel, meals, or
lodging.

Payment of Invoice. The payment of the invoice by the State shall not prejudice the State’s right to object
to or question any invoice or matter in relation thereto. Such payment by the State shall neither be
construed as acceptance of any part of the work or service provided nor as an approval of any of the
amounts invoiced therein,

Invoice Reductions. The Contractor's invoice shall be subject to reduction for amounts included in any
invoice or payment theretofore made which are determined by the State, on the basis of audits conducted
in accordance with the terms of this contract, not {o constitute proper remuneration for compensable
services.

Deductions. The State reserves the right to deduct from amounts which are or shall become due and
payable to the Contractor under this or any contract between the Centractor and the State of Tennessee
any amounts which are or shall become due and payable to the State of Tennessee by the Contracior.

Automatic Deposits. The Contraclor shall complete and sign an "Authorization Agreement for Automatic
Depasit (ACH Credits) Form." This form shall be provided to the Contractor by the State. Once this form
has been completed and submitted to the State by the Contracior all payments o the Contractor, under
this or any other contract the Contractor has with the State of Tennessee shall be made by Automated
Clearing House {ACH). The Contractor shall not invoice the State for services until the Contractor has
completed this form and submitted it to the State.

STANDARD TERMS AND CONDITIONS

Required Approvals. The State is not bound by this contract until it is approved by the appropriate State
officials in accordance with applicable Tennessee Stafe laws and regulations,

Modification and Amendment. This contract may be modified only by a written amendment executed by
all parties hereto and approved by the appropriate Tennessee State officials in accordance with
applicable Tennessee State laws and regutations.

Termination for Convenience. The contract may be terminated by either party by giving written notice to
the other, provided that the State shall give said notice to the Contractor at least ninety (90) calendar
days before the effective date of termination, and the Contractor shall give said notice to the State at least
two hundred seventy {270} calendar days before the effective date of termination. Sheuld the State
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exercise this provision, the Contractor shall be entitled to compensation for all satisfactory and authorized
services completed as of the termination date. Should the Contractor exercise this provision, the State
shall have no liability to the Contractor except for those units of service which can be effectively used by
the State. The final decision as to what these units of service are shall be determined by the State. In
the event of disagreement, the Contractor may file a claim with the Tennessee Claims Commission in
order to seek redress.

Termination for Cause. If the Contractor fails to properly perform its obligations under this contfract in a
timely or proper manner, or if the Contractor violates any terms of this contract, the State shail have the
right to immediately terminate the contract and withhold payments in excess of fair compensation for
completed services. Notwithstanding the above, the Contractor shall not be relieved of liability to the State
for damages sustained by virtue of any breach of this contract by the Contractor,

Subcontracting. The Contractor shall not assign this contract or enter into a subcontract for any of the
services performed under this contract without obtaining the prior written approval of the State. If such
subcontracts are approved by the State, they shall contain, at a minimum, sections of this contract
pertaining to "Conflicts of Interest," "Nondiscrimination," and "Records” (sections D.6, D.7, and D.9.).
Notwithstanding any use of approved subcontractors, the Contractor shall be the prime contractor and
shall be responsible for all work performed.

Conflicts of Interest. The Contractor warrants that no part of the total Contract Amount shall be paid
directly or indirectly to an employee or official of the State of Tennessee as wages, compensation, or gifts
in exchange for acling as an officer, agent, employee, subcontractor, or consultant to the Contractor in
connection with any work contemplated or performed relative to this contract.

Nondiscrimination. The Contractor hereby agrees, warrants, and assures that no person shalt be-
excluded from participation in, be denied benefits of, or be otherwise subjected to discrimination in the
performance of this contract or in the employment practices of the Contractor on the grounds of disability,
age, race, color, religion, sex, national origin, or any other classification protected by Federal, Tennessee
State constitutional, or statutory law. The Contractor shail, upon request, show proof of such
nondiscrimination and shall post in conspicuous places, available to all employees and applicants, notices
of nondiscrimination.

Prehibition of lllegal Immigrants. The requirements of Public Acts of 2006, Chapter Number 878, of the
state of Tennessee, addressing the use of illegal immigrants in the performance of any contract to supply
goods or services to the state of Tennessee, shall be a material provision of this contract, a breach of
which shall be grounds for monetary and other penalties, up to and including termination of this contract.

a. The Contractor hereby attests, certifies, warrants, and assures that the Contractor shall not
knowingly utilize the services of an illegal immigrant in the performance of this contract and shall
not knowingly utilize the services of any subcontractor who will utilize the services of an illegal
immigrant in the performance of this contract. The Contractor shall reaffirm this attestation, in
writing, by submitting to the State a completed and signed copy of the document included as
Contract Attachment F, hereto, semi-annually during the period of this contract, Such attestations
shall be maintained by the contractor and made available to state officials upon request.

b. Prior to the use of any subcontractor in the performance of this contract, and semi-annually
thereafter, during the period of this contract, the Contractor shall obtain and retain a current,
written attestation that the subcontractor shall not knowingly utilize the services of an illegal
immigrant to perform work retative to this contract and shall not knowingly utilize the services of
any subcontractor who will utilize the services of an illegal immigrant to perform work relative to
this contract. Attestations obtained from such subcontractors shall be maintained by the
contractor and made availabie to state officials upon request.

C. The Contractor shall maintain records for all personnel used in the performance of this contract.

Said records shall be subject to review and random inspection at any reasonable time upon
reascnabie notice by the State.
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d. The Contractor understands and agrees that failure to comply with this section will be subject to
the sanctions of Public Chapter 878 of 2006 for acts or omissions occurring after its effective
date. This faw requires the Commissioner of Finance and Administration to prohibit a contractor
from contracting with, or submitting an offer, proposal, or bid to contract with the State of
Tennessee to supply goods or services for a period of one year after a contractor is discovered to
have knowingly used the services of illegal immigrants during the performance of this contract.

. For purposes of this contract, "illegal immigrant" shall be defined as any person who is not either
a United States citizen, a Lawful Permanent Resident, or a person whose physical presence in
the United States is authorized or allowed by the federal Department of Homeland Security and
who, under federal immigration laws and/or regulations, is authorized to be employed in the U.S.
or is otherwise authorized to provide services under the contract.

Records. The Contractor shall maintain documentation for all charges against the State under this
contract. The books, records, and documents of the Contractor, insofar as they relate to work performed
or money received under this contract, shall be maintained for a period of three (3) full years from the
date of the final payment and shal! be subject to audit at any reasonable time and upon reasonable notice
by the State, the Comptroller of the Treasury, or their duly appointed representatives. The financial
slatements shall be prepared in accordance with generally accepted accounting principles.

Monitoring. The Contractor's activities conducted and records maintained pursuant to this contract shall
be subject to monitoring and evaluation by the State, the Comptrolier of the Treasury, or their duly
appointed representatives.

Progress Reports. The Contractor shall submit brief, periodic, progress reports to the State as requested.

Strict Performance. Failure by any party to this contract to insist in any one or more cases upon the strict
performance of any of the terms, covenants, conditions, or provisions of this contract shall not be
construed as a waiver or relinquishment of any such term, covenant, condition, or provision. No term or
condition of this contract shall be held to be waived, modified, or deleted except by a written amendment
signed by the parties hereto.

Independent Contractor. The parlies hereto, in the performance of this contract, shall not act as
employees, pariners, joint ventures, or associates of one another. It is expressly acknowledged by the
parties hereto that such parties are independent contracting entities and that nothing in this contract shall
be construed to create an employer/femployee relationship or to allow either to exercise control or
direction over the manner or method by which the other transacts its business affairs or provides its usual
services. The employees or agents of one party shall not be deemed or construed to be the employees or
agents of the other party for any purpose whatsoever.

The Contractor, being an independent contractor and not an employee of the State, agrees to carry
adequate public liability and other appropriate forms of insurance, including adeqguate public liability and
other appropriate forms of insurance on the Contractor's employees, and to pay all applicable taxes
incident to this contract,

State Liability. The State shall have no liability except as specifically provided in this contract.
Force Mafeure. The obligations of the parties to this contract are subject to prevention by causes beyond
the parties’ control that could not be avoided by the exercise of due care including, but not limited to, acts

of God, riots, wars, strikes, epidemics or any other similar cause.

State and Federal Compliance. The Contractor shall comply with all applicable State and Federal laws
and regulations in the performance of this contract.
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Governing Law. This contract shall be governed by and construed in accordance with the laws of the
State of Tennessee. The Contractor agrees that it will be subject fo the exclusive jurisdiction of the courts
of the State of Tennessee in actions that may arise under this contract. The Contractor acknowledges
and agrees that any rights or claims against the State of Tennessee or its employees hereunder, and any
remedies arising therefrom, shail be subject to and limited to those rights and remedies, if any, available
under Tennessee Code Annotated, Sections 9-8-101 through 9-8-407.

Completeness. This contract is complete and contains the entire understanding between the paities
relating to the subject matter contained herein, including all the terms and conditions of the parties’
agreement. This contract supersedes any and all prior understandings, representations, negotiations, and
agreementis between the parties reiating hereto, whether written or oral.

Severability. If any terms and conditions of this contract are held to be invalid or unenforceable as a

matter of law, the other terms and conditions hereof shall not be affected thereby and shall remain in full
force and effect. To this end, the terms and conditions of this contract are declared severable.

Headings. Section headings of this contract are for reference purposes only and shall not be construed as
part of this contract.

SPECIAL TERMS AND CONDITIONS

Conflicting Terms and Conditions. Should any of these special terms and conditions conflict with any
other terms and conditions of this contract, these special terms and conditions shall control.

Communications and Contacts. All instructions, notices, consents, demands, or other communications
required or contemplated by this contract shall be in writing and shall be made by facsimile transmission,
by overnight courier service, or by first class mall, postage prepaid, addressed to the respective parly at
the appropriate facsimile number or address as set forth below or to such other party, facsimile number,
or address as may be hereafter specified by written notice.

The State:

Mariene D. Alvarez, RFP Coordinator

Tennessee Department of Finance and Administration
Division of Insurance Administration

312 Eighth Avenue, North

26" Floor, WRS Tennessee Tower

Nashville, Tennessee 37243-0205

Phone: 615-253-8358

Fax: 615-253-8556

mariene alvarez@state.in.us

The Confractor:

Ms. Amy Bercher, Senior Product Manager
BlueCross BlueShield of Tennessee, Inc.
801 Pine Street - 4G

Chattanooga, TN 37402

Phone: 423-535-5083

Fax: 423-535-7601
amy_bercher@hbchst.com

Allinstructions, notices, consents, demands, or other communications shall be considered effectively
given as of the day of delivery; as of the date specified for overnight courier service delivery; as of three
(3) business days after the date of mailing; or on the day the facsimile transmission is received
mechanically by the telefax machine at the receiving location and receipt is verbally confirmed by the
sender if prior to 4:30 p.m. CST. Any communication by facsimile transmission shall also be sent by
United States mail on the same date of the facsimile transmission.
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Subject to Funds Availability. The contract is subject to the appropriation and availability of State and/or
Federal funds. In the event that the funds are not appropriated or are otherwise unavaitable, the State
reserves the right to terminate the contract upon written notice to the Contractor. Said termination shall
not be deemed a breach of contract by the State. Upon receipt of the written notice, the Contractor shall
cease all work associated with the contract. Should such an event occur, the Contractor shall be entitled
to compensation for all satisfactory and authorized services completed as of the termination date. Upon
such termination, the Contractor shall have no right to recover from the State any actual, general, special,
incidental, consequential, or any other damages whatsoever of any description or amount,

Breach. A party shall be deemed to have breached the contract if any of the following occurs:

— fallure to perform in accordance with any term or provision of the contract;
— partial performance of any term or provision of the contract;

— any act prohibited or restricted by the contract; or

— violation of any warranty.

For purposes of this contract, these items shall hereinafter be referred to as a "Breach.”
a. Contractor Breach— The State shall nofify Contractor in writing of a Breach.

{1) In event of a Breach by Contractor, the State shall have available the remedy of Actual
Damages and any other remedy available at law or equity.

{2} Liguidated Damages (hereinafter referenced as "Assessments,” as contained in Contract
‘Attachment B, Performance Guarantees) — In the event of a Breach, the State may
assess Performance Guarantee Assessments. The State shall notify the Contractor of
amounts to be assessed as Performance Guarantee Assessments. The parties agree
that due to the complicated nature of the Contractor’s obligations under this contract it
would be difficult to specifically designate a monetary amount for a Breach by Contractor

* as said amounts are likely to be uncertain and not easily proven. Contractor hereby
represents and covenants it has carefully reviewed the Performance Guarantee
Assessments contained in the above referenced Contract Attachment B and agrees that
said amounts represent a reasonable relationship between the amount and what might
reasonably be expected in the event of Breach, and are a reasonable estimate of the
damages that would occur from a Breach. It is hereby agreed between the parties that
the Performance Guarantee Assessments represent solely the damages and injuries
sustained by the State in losing the benefit of the bargain with Contractor and do not
include any injury or damage sustained by a third party. The Contractor agrees that the
Performance Guarantee Assessment amounts are in addition to any amounts Contractor
may owe the State pursuant to the indemnity provision or other section of this contract.

The State may continue to assess Performance Guarantee Assessments or a portion
thereof until the Contractor cures the Breach, the State exercises its option to declare a
Partial Default, or the State terminates the contract. The State is not obligated to assess
Performance Guarantee Assessments before availing itself of any other remedy. The
State may choose to discontinue Performance Guarantee Assessments and avail itself of
any other remedy available under this contract or at law or equity; provided, however,
Contractor shall receive a credit for said Performance Guarantee Assessments
previously assessed except in the event of a Partial Default.

(3) Partial Default— In the event of a Breach, the State may declare a Partial Default. In
which case, the State shall provide the Contractor written notice of: (1) the date which
Contractor shall terminate providing the service associated with the Breach; and (2) the
date the State will begin {o provide the service associated with the Breach.
Notwithstanding the foregoing, the State may revise the time periods contained in the
notice written to the Contractor.

In the event the State declares a Partial Default, the State may withhold, together with
any other damages associated with the Breach, from the amounts due the Contractor the
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greater of: {1) amounts which would be paid the Contractor to provide the defaulted
service; or (2) the cost to the State of providing the defaulted service, whether said
service is provided by the State or a third party. To determine the amount the Contractor
is being paid for any particular service, the Department shall be entitled to receive within
five {5) days any requested material from Contractor. The State shall make the final and
binding determination of said amount.

The State may assess Performance Guaraniee amounts, as applicable, against the
Contractor for any failure to perform which ultimately results in a Partial Default with said
Performance Guarantee amounts to cease when said Partial Default is effective. Upon
Partial Default, the Contractor shall have no right to recover from the State any actual,
general, special, incidental, consequential, or any other damages whatsoever of any
description or amount. Contractor agrees to cooperate fully with the State in the event a
Partial Default is taken.

{(4) Contract Termination—- In the event of a Breach, the State may terminate the contract
immediately or in stages. The Contractor shall be nofified of the termination in writing by
the State. Said notice shall hereinafter be referred {o as Termination Notice. The
Termination Notice may specify either that the termination is to he effective immediately,
on & date certain in the future, or that the Contractor shall cease operations under this
contract in stages. In the event of a termination, the State may withhold any amounts
which may be due Contractor without waiver of any other remedy or damages available
to the State at law or at equity, The Contractor shall be Hable to the State for any and all
damages incurred by the State and any and all expenses incurred by the State which
exceed the amount the State would have paid Contractor under this contract. Contractor
agrees to cooperate with the State in the event of a Contract Termination or Partial
Takeover.

b. State Breach— In the event of a Breach of coniract by the State, the Contractor shall notify the
State in writing within 30 days of any Breach of contract by the State. Said notice shalf contain a
description of the Breach. Failure by the Contractor to provide said written notice shall operate as
an absolute waiver by the Contractor of the State’'s Breach. In no event shall any Breach on the
part of the State excuse the Contractor from full performance under this contract. In the event of
Breach by the State, the Contractor may avail itself of any remedy at law in the forum with
appropriate jurisdiction; provided, however, failure by the Contractor to give the State written
notice and opportunity to cure as described herein operates as a waiver of the State's Breach,
Failure by the Contractor to file a claim before the appropriate forum in Tennessee with
jurisdiction to hear such claim within one (1) year of the written notice. of Breach shall operate as
a waiver of said claim in its entirety. 1t is agreed by the parties this provision establishes a
contraciual period of limitations for any claim brought by the Contractor.

Partial Takeover. The State may, at its convenience and without cause, exercise a partial takeover of any
service which the Contractor is obligated to perform under this contract, including but not limited to any
service which is the subject of a subcontract between Contractor and a third party, although the

- Contractor is not in Breach (hereinafter referred to as "Partial Takeover”). Said Partial Takeover shall not

be deemed a Breach of Contract by the State. Contractor shall be given at least 30 days prior written
notice of said Partial Takeover with said notice to specify the area(s) of service the State will assume and
the date of said assumption. Any Partial Takeover by the State shall not alter in any way Contractor's
other abligations under this contract. The State may withhold from amounts due the Contractor the
amount the Contractor would have been paid to deliver the service as determined by the State. The
amounts shall be withheld effective as of the date the State assurmes the service. Upon Partial Takeover,
the Contractor shall have no right to recover from the State any actual, general, special, incidental,
consequential, or any other damages whatsoever of any description or amount.
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Incorporation of Additional Documents. included in this contract by reference are the following
documents:

The contract document and its aftachments

The Contracior's Best and Final Offer (BAFQ) Proposal as may be Clarified by the State
All Clarifications and addenda made fo the Contractor's Proposal

The Request for Proposal and its associated amendments

Technical Specifications provided to the Contractor

The Contractor's Proposal

~eopoe

In the event of a discrepancy or ambiguity regarding the Contractor’s duties, responsibilities, and
performance under this contract, these documents shall govern in order of precedence detailed above.

Confidentiality of Records. Strict standards of confidentiality of records shall be maintained in accordance
with the law. All material and information, regardless of form, medium or method of communication,
provided to the Contractor by the State or acquired by the Coniractor on behalf of the State shall be
regarded as canfidential information in accordance with the provisions of State law and ethical standards
and shall not be disclosed, and ail necessary steps shall be taken by the Contractor to safeguard the
confidentiality of such material or information in conformance with State law and ethical standards.

The Contractor will be deemed to have satisfied its obligations under this section by exercising the same
level of care to preserve the confidentiality of the State’s information as the Contractor exercises to
protect its own confidential information so long as such standard of care does not violate the applicable
provisions of the first paragraph of this section.

The Contractor's obligations under this section do not apply to information in the public domain; entering
the public domain but not from a breach by the Contractor of this contract; previously possessed by the
Contractor without written obligations to the State to protect it; acquired by the Contractor without written
restrictions against disclosure from a third party which, to the Contractor's knowledge, is free to disclose
the information; independently developed by the Contractor without the use of the State’s information; or,
disclosed by the State to others without restrictions against disclosure.

It is expressly understood and agreed the obligations set forth in this section shall survive the termination
of this contract.

HIPAA Compliance. The State and Contractor shall comply with obligations under the Health Insurance
Portability and Accountability Act of 1996 (HIFAA) and its accompanying regulations.

a. Contractor warrants to the State that i is familiar with the requirements of HIPAA and its
accompanying regulations, and wili comply with all applicable HIPAA requirements in the course
of this contract.

b. Contractor warrants that it will cooperate with the State, including cooperation and coordination
with State privacy officials and other compliance officers required by HIPAA and its regulations, in
the course of performance of the contract so that both parties will be in compliance with HIPAA.

C. The State and the Confractor will sign documents, including but not limited to business associate
agreements, as required by HIPAA and thaf are reasonably necessary to keep the State’ and
Contractor in compliance with HIPAA. This provision shall not apply if information received by the
State under this contract is NOT “protected health information” as defined by HIPAA, or if HIPAA
permits the State to receive such information without entering info a business associate
agreement or signing another such document.

Tennessee Consolidated Retirement System. The Contractor acknowledges and understands that,
slibject to statutory exceptions contained in Tennessee Code Annotated, Section 8-36-801, ef. seq., the
law governing the Tennessee Consdlidated Retirement System (TCRS), provides that if a retired member
of TCRS, or of any superseded system administered by TCRS, or of any local retirement fund established
pursuant to Tennessee Code Annotated, Title 8, Chapter 35, Part 3 accepts state employment, the
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E.10

E.11.

member's retirement allowance is suspended during the period of the employment. Accordingly and
notwithstanding any provision of this contract to the contrary, the Contractor agrees that if it is later
determined that the true nature of the working relationship between the Contractor and the State under
this contract is that of "employee/employer” and not that of an independent contractor, the Contractor may
he required to repay to TCRS the amount of retirement benefits the Contractor received from TCRS
during the period of this contract.

Debarment and Suspension. The Contractor certifies, fo the best of its knowledge and belief, that it and
its principals:

a. are not presently debarred, suspended, proposed for debarment, declared ineligible, or voluntarily
excluded from covered transactions by any Federal or State department or agency,;

b. have not within a three (3) year period preceding this contract been convicted of, or had a civil
judgment rendered against them from commission of fraud, or a criminal offence in connection
with obtaining attempling to obtain, or performing a public (Federal, State, or Local) transaction or
grant under a public transaction; violation of Federal or State antitrust statutes or commission of
embezzlement, theft, forgery, bribery, falsification, or destruction of records, making false
statements, or receiving stolen property;

C, are not presently indicted for or otherwise criminally or civilly charged by a government entity
(Federal, State, or Local) with commission of any of the offenses detailed in section b. of this

certification; and

d. have not within a three (3} year period preceding this contract had one or more public
transactions (Federal, State, or Local) terminated for cause or defauit.

Contractor Commitment to Diversity. The Contractor shall comply with and make reasonable business
efforts to exceed the commitment to diversity represented by the Contractor's proposal responding to
REP #317.30-041 (Attachment 6.3, Section B, ltem B.13) and resulting in this contract.

The Contractor shall assist the State in monitoring the Contractor’s performance of this commitment by
providing, as requested, a quarterly report of participation in the performance of this contract by small
husiness enterprises and businesses owned by minerities, women, and persons with a disability. Such
reports shall be provided to the State of Tennessee Governor's Office of Business Diversity Enterprise in
form and substance as required by said office.
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iN WITNESS WHEREOF:

BLUECROSS BLUESHIELD OF TENNESSEE, INC.:

“boradd £l

o 1] 2007

RONALD E. HARR, SENIOR VICE PRESIDENT

0 DATE '

Cod Edowr. S\ u Bresidovie

PRINTED NAME AND TITLE OF CONTRACTOR SIGNATORY

DEPARTMENT OF FINANCE AND ADMINISTRATION:

g'-“‘"_"_m
SO G .. . L—1>-07
M.D. GOETZ, JR., CQMMISSIONER 0 U DATE
it
APPROVED:
DEPARTMENT OF FINANCE AND ADMINISTRATION:
z/é/ @ (= (2 -9
M. D. GOETZ, JR., COMMI NER DATE
]
I ]
COMPTROLLER FETHE TREASURY: j
. f arprmg, ;{ ‘Kf’ *‘) ?2---:‘3- T, ' !
( (len, {,.,..wi‘a A [“‘ i ’?r\)%}w\x
DATE f P

JOHN G. MORGAN, COMPTROLLER OF THE IREASURY

Page 33 of 61



Contract Attachment A
Benefits and Cost-Sharing

Part B: Summary of Benefits and Coverage

| I |

Service Description

Included in
your
CoverTN
plan?
(Yes/No)

| Required? |
(Yes/No)

Hospital Inpatient

CoverTN Cost-Sharing
Requirements
(No deductibles or
coinsurance permiited)

Service Limitations/Exclusions

Copayment
(if any)

fimit for medical and behavioral
health services

inpatient psychiatric and substance
abuse services limited to 5 days per
year.

Note 1

Medical YES YES Maximum $100 copay per admission. | Subject to $10,000 annual payment $100 copayment
limit for medical and behavioral per admission
heaith services
Note 1

Surgical YES YES Maximum 3100 copay per admission. | Subject to $10,000 annual payment $100 copayment
limit for medical and behavioral per admission
health services
Note 1

Psychiatric YES YES Maxirmum $100 copay per admission. | Subject to $10,000 annual payment $100 copayment

per admission
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Substance Abuse YES YES Maximum $100 copay per admission. | Subject to $10,000 annual payment $100 copayment
limit for medical and behavioral per admission
health services
Inpatient psychiatric and substance
abuse services limited to 5 days per
year,

Inpatient substance abuse services
limited to medical detox oniy at a
medical facility.

Note 1

Dialysis Clinic No No $

Skilled Nursing Facility No No $

Other (specify) No No $

Hospital Qutpatient
Emergency Room YES YES Maximum $100 copay per visit for Limited to 2 ER visits per calendar $100 copayment
non-emergency conditions. year for non-emergent
services

Medical YES YES Maximum $25 copay per visit. Subject to cutpatient visit limit of 2 $25 copayment
non-surgical visits per calendar year per visit
Note 1

Surgery/Procedures YES YES Maximum $25 copay per visit. Subject to outpatient visit limit of 1 $25 copayment
surgical visit per calendar year per visit
Note 1

Radiology YES YES Maximum $25 copay per visit. Subject to outpatient visit limit of 2 $25 copayment

non-surgical visits per calendar year

Note 1

per visit
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Pathology YES YES Maximum $25 copay per visit. Subject to outpatient visit limit of 2 $25 copayment

non-surgical visits per calendar year per visit
Note 1
Other (specify) No No $
Outpatient Behavioral
Health
OP Mental Health _ YES YES Maximum $25 copay per encounter. | Subject to behavioral health visit $25 copayment
Services limit of 10 visits per calendar year per visit
for mental health and substance :
abuse services
OP Substance Abuse YES YES Maximum $25 copay per encounter. | Subject to behavioral health visit $25 copayment
Services limit of 10 visits per calendar year per visit

for mental health and substance
abuse services

Physician Services

Inpatient Surgery
Primary Surgeon YES YES Maximum $25 copay per encounter, | Inpatient stay must be covered No copayment
Anesthesia YES YES Maximum $25 copay per encounter. Inpatient stay must be covered No copayment
Outpatient Surgery
OP Hospital YES YES Maximum $25 copay per encounter. | Subject to outpatient visit fimit of 1 No copayment
surgical visit per calendar year
Note 1
Surgical Center YES YES Maximum $25 copay per encounter. Subject to outpatient visit limit of 1 No copayment
surgical visit per calendar year
Note 1
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Office

YES

YES

Maximum $25 copay per encounter.

Subject to office visit limit of 5 visits
per calendar year for medical,
surgical or preventive services
performed in an office setting

Note 1

$15 copayment
per visit

Inpatient Visits

YES

YES

Maximurn $25 copay per visit.

Inpatient stay must be covered

No copayment

Preventive Services

Adult preventive
physical exams,
including lab tests

YES

YES

Maximum $25 copay per encounter.

One adult physical exam per
calendar year, subject to office visit
limit of 5 visits per calendar year for
medical, surgical or preventive
services performed in an office
setting

One well woman exam per calendar
year, subject office visit limit of 5
visits per calendar year for medical,
surgical or preventive services
performed in an office setting

No copayment

No copayment

Pap smears

YES

YES

Maximum $10 copay per test (in
additicn to any physician fee, etc.);
plans may instead have all-inclusive
per visit copay.

included with one well woman visit
per calendar year

No copayment

PSA

YES

YES

Maximum $10 copay per test (in
addition to any physician fee, etc.);
plans may instead have all-inclusive
per visit copay.

Included with one adult physical
exam per calendar year

No copayment
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Mammography YES YES Maximum $10 copay per test {in included with one well woman visit No copayment
addition to any physician fee, etc.); per calendar year
plans may instead have all-inclusive
per visit copay. Mammograms performed in an
outpatient setting will be subject to
the outpatient visit limit of 2 non-
surgical visits per calendar year
Immunizations/Va YES YES No copay. Included with one adult physical No copayment
ccinations exam per calendar year
Other (specify) No No 5
Services related 10 ER YES YES Maximum $25 copay per encounter. Limited to 2 ER visits per calendar $25 copayment
visit year per encounter for
both emergent
and non-emergent
services
Diagnostic and Therapeutic Services
PCP visits YES YES Maximum $25 copay per visit; also, Subject to office visit limit of 5 visits $15 copayment
one visit without charge for health per calendar year for medical, per visit
assessment every three years. surgical or preventive services
performed in an office setting
Specialist visits YES YES Maximum $25 copay per visit. Subject to office visit limit of 5 visits $15 copayment
per calendar year for medical, per visit
surgical or preventive services
performed in an office setting
Lab YES YES Maximum $10 copay per test, Office visit must be covered for No copayment

related lab work to be covered

Does not count toward visit fimit
when performed separately from an
office visit

Office lab services are not covered
after the office visit limit is met
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Chemotherapy No YES Subject to office visit limit of 5 visits No copayment
per calendar year for medical,
surgical, diagnostic, preventive or
other services performed in an office
setting, regardless of whether an
office visit is filed with the services
Radiation No YES Subject to office visit limit of 5 visits No copayment
per calendar year for medical,
surgical, diagnostic, preventive or
other services performed in an office
setting, regardiess of whether an
office visit is filed with the services
Allergy tests, No No $
injections, and
sera
Other (specify) No No $
Other Provider Services
PT, OT, and speech No No $
therapists
Audiology No No $
Vision Ne YES Subject to office visit limit of 5 visits $15 copayment
per calendar year for medical, per visit
surgical, diagnostic, preventive or
other services performed in an office
setting
Note 1 - Medical benefit only
Glasses or contacts following
cataract surgery limited to $200 per
year
Chiropractic No No $
Podiatry No No $
Dental Services No No $
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OP (Professional)

non-surgical visits per calendar year
and 1 surgical visit per calendar
year

Note 1

Urgent Care YES YES Maximum $25 copay per encounter. | Subject to office visit limit of 5 visits Office Visit - $15
per calendar year for medical, copayment per
surgical, diagnostic, preventive or visit
other services performed in an office
setting

Qutpatient - $25
Subject to outpatient visit limit of 2 copayment per
non-surgical visits and 1 surgical visit
visit per calendar year
Other (specify) No No $
!
Radiology

IP {Professional) YES YES Maximum $25 copay per encounter. | Subject to $10,000 annual payment Included in $100
limit for medical and behavioral copayment per
health services admission
Note 1 No additional

copayment per
encounter
YES YES Maximum $25 copay per encounter. | Subject to outpatient visit limit of 2 included in $25

copayment per
visit

No additional
copayment per
encounter
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YES

Office (Combined) YES Maximum $25 copay per encounter. Subject to office visit limit of 5 visits included in $15
per calendar year for medical, copayment per
surgical, diagnostic, preventive or visit
other services when performed in
conjunction with an office visit No additional

copayment per
Boes not count toward visit limit encounter
when performed separately from an
office visit
Office x-ray services are not
covered after the office visit limit is
met
Other (specify) No No 3
Pathology

IP {Professional) YES YES Maximum $25 copay per encounter. Subject to $10,000 annual payment Inciuded in $100
limit for medical and behavioral copayment per
health services admission
Note 1 No additional

copayment per
encounter

OP (Professional) YES YES Maximum $25 copay per encounter. | Subject to cutpatient visit mit of 2 Included in $25

non-surgicat visits per calendar year
and 1 surgical visit per calendar
year

Note 1

copayment per
visit

No additional
copayment per
encounter
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Office {Combined) YES YES Maximum $25 copay per encounter. | Subject to office visit limit of 5 visits Included in $15
per calendar year for medical, copayment per
surgical, diagnostic, preventive or visit
other services when performed in
conjunction with an office visit No additional

copayment per
Boes not count toward visit limit encounter
when performed separately from an
office visit
Office x-ray services are not
covered after the office visit imit is
met
Gther (specify) No No 3
Miscellaneous Services

PDN/Home Health No YES Subject to annual payment limit of No copayment

Care $500

Hospice Care No YES Subject to annual payment limit of No copayment
$5,000 for inpatient and/or
outpatient services

Air Ambulance No No

Ground and other YES YES Maximum $25 copay per emergent Limited to 2 trips per calendar year No copayment

ambulance encounter; maximum $50 copay for

non-emergency.

Non-Emergency No No

Transportation

Durable Medical No YES Subject to combined annual No copayment

Equipment payment limit of $500 for DME,
prosthetics and medical supplies

Prosthetics No YES Subject to combined annuai No copayment
payment fimit of $500 for DME,
prosthetics and medical supplies

Corrective Appliance No No
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Medical Supplies No YES Subject to combined annual No copayment
payment limit of $500 for DME,
prosthetics and medical supplies
Diabetic supplies and No YES Blood glucose monitors and test No copayment for
injectibles strips subject to $250 per quarter meters
payment maximum for pharmacy
Strips subject to
Diabetic supplies subject to monthly $25 copayment
payment maximum of $50
Supplies subject
Diabetic supplies must be to $5 copayment
purchased through the pharmacy
benefit to be covered
Organ/Tissue No No
Transplants
and Doner Services
Reconstructive Breast No YES inpatient - Subject to $10,000 Included in $100
Surgery annual payment limit for inpatient copayment per
medical and behavioral health admission
services
Included in $25
Outpatient - Subject to outpatient copayment per
visit limit of 1 surgical visit per outpatient visit
calendar year
Note 1
Cther (specify) No No $
Pharmacy
Generic YES YES Maximum $10 copay per prescription. | Subject to quarterly payment limit of $10 copayment

$250 (includes insulin, blood
glucose monitors, blood giucose test
strips, and generic drugs)

per 30 day supply
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Name-Brand No YES Please see Attachment 6.3, Section Subject to guarterly payment limit of $25 copayment
A, item A.12 for limitations; maximum | $250 (includes insulin, blood per 30 day supply
$25 copay per prescription. glucose monitors, blood glucose test
strips, and generic drugs)
Other (specify} No YES All services subject to a payment varies

maximum of $25,000 per calendar
year
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Part C: Proposer's Discounts by Procedure Code

CPT4 Procedure Discount as a % of
Code Billed Charges
11100 Biopsy of Skin 46.8%
15756 Free Muscle flap w/microvascular anastomosis 72.6%
17000 Destruction, all benign or premalignant lesions 53.7%
19364 Breast Reconstruction w/free flap ' 62.0%
29881 Arthroscope Knee with Partial 80.1%
30520 Septoplasty or Submucous 79.8%
36415 Venipuncture for specimen 72.5%
43239 Endoscopy upper Gl with biopsy 68.0%
45378 Coionoscopy Flex; Diagnosis 61.3%
45385 Colonoscopy Flex; w/removal 62.6%
50541 Laparoscopy - Surgical 70.7%
58150 Totai Hysterectomy 73.5%
63030 Exc IV Disk Lumbar 77.7%
70553 MRI Brain; with and without contrast 66.7%
72148 Magnetic image - lumbar spine 71.3%
73721 MRI Lower Extremity 72.7%
76856 Ultrasound, Pelvic - Complete 74.1%
77431 Weekly Radiation Therapy 71.1%
78465 Myocardial Perfusion Imaging 65.8%
80053 Comprehensive Metabolic Panel 60.2%
80061 Lipid Profile 41.9%
88305 Surgical Pathology - Level IV 67.4%
890782 Injection of Medication 82.6%
93015 CV Stress Test 67.9%
93307 Echocardiography, Real Time 64.3%
97010 Hot or Cold Packs Therapy 0.0%
97014 Phys Med - Electrical Stimulation 60.7%
97035 Ultrasound 62.1%
97110 Therapeutic Procedures - Exercises 56.8%
97530 Kinetic Therapy 57.3%
97802 Medical Nutritional Therapy 54.6%
99024 | Postoperative Followup Visit ' 62.0%
99070 | Special Supplies’ 62.0%
99204 Office Visit New Patient - Moderate 42.7%
99205 Office Visit New Patient - Complex 42.5%
99212 Office Visit Established Patient - Minor 48.9%
99213 Office Visit Established Patient - Expanded 47 6%
99214 Office Visit Established Patient - Moderate 45.8%
99232 Haospital Visit - Moderaie 54 5%
99233 Hospital Visit - Complex 56.1%
99243 Outpatient Consultation - Minor 50.2%
99244 Outpatient Consultation - Moderate 48.2%
99283 Emergency Department Visit - Moderate 77.0%
99284 Emergency Department Visit - Complex 76.2%
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099285

Emergency Department Visit - Severe Urgency

76.9%

99201

Critical Care, First Hour

62.4%

"Represents default percentage. Default represents the aggregate discount of billed

charges for all selected procedures in the time period.
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Part D: Proposer's Discounts by Ancillary
Provider
Provider Type Contracted Reimbursement Discountas a %
Providers Methodology of Billed Charges
Durable Medical Equipment Y FFS 37.3%
Hospice Facilities Y Per Diem 8.6%
Home Health Care Agencies Y Per Visit/Per 2B.1%
Hour
Home IV Therapy Agencies’ Y Per Diem + 44.1%
Drugs
X-Ray Facilities® Y FFS 87.0%
Infusion Therapy Agencies Y Per Diem + 44.1%
Drugs
Outpatient Surgery Facilities Y ASC Grouper 69.1%
Pathology Laboratories Y FFS 55.6%
Ambulance Services Y FFS A1.7%
MRI Facilities® Y FFS 87.0%
Lithotripsy® Y Case Rates 69.1%
Dialysis Centers Y Composite + FFS 76.4%
Cardiac Diagnostic Centers® Y Case Rates 87.0%
Physical Disability Rehabilitation Centers Y Inpt - Per Diem 61.3%
Outpatient - FFS
Radiation Therapy® Y FFS 87.0%
Other - Please List
Extended Care Unit Fagcility Y Per Diem 7.2%
Outpatient Medical Diagnostic Center Total Y FFS 87.0%
Public Health Department Total Y FFS 24.4%

T Utilization may be represented in “Infusion Therapy Agencies" provider type. Discount % based on
"Infusion Therapy Agencies" provider type.

% Utilization may be represented in "Outpatient Medical Diagnostic Center" provider type. Discount % based |
on “Qutpatient Medical Diagnostic Center" provider type.

* Utilization may be represented in "Outpatient Surgical Facilities” provider type. Discount % based on
"Outpatient Surgical Facilities” provider type.
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Part E: Proposer's Discounts by Region, City

East Tennessee
Middle
Tennessee

West Tennessee

Rural Blend
Tri-Cities
Chattanooga
Knoxville
Nashvitle
Clarksville
Memphis

East Tennessee
Middle
Tennessee
West Tennessee

Rural Biend
Tri-Cities
Chattanooga
Knoxville
Nashville
Clarksville
Memphis

Hospitals

Acute Physical Mental Other

Care Rehab Health
58.3% 55.6% 71.4% 42.3%
42.7% 50.3% 63.1% 44.0%
45.8% 57.0% 76.2% 30.5%
58.4% 42.0% 69.6% 19.4%
61.1% 46.0% 77.2% 51.2%
47 1% 51.7% 70.1% 44.1%
49.0% 63.6% 85.8% 46.9%
29.6% 34.1% 63.4% 41.3%
37.3% 60.0% 69.9% 52.6%
38.7% 55.8% 76.4% 44.1%

Physicians
Primary OBGYN Specialist  Ancillary

Care s
48.7% 57.9% 65.4% 48.2%
52.4% 60.0% 65.3% 47.1%
54.3% 61.5% 65.3% 42.8%
47.0% 69.6% 42.6% 42.0%
50.5% 57.8% 65.5% 53.9%
48.9% 58.4% 66.8% 36.0%
47.6% 59.0% 65.1% 49.3%
50.6% 59.9% 67.7% 57.4%
46.7% 64.9% 67.2% 10.8%
55.8% 61.1% 66.1% 41.8%
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Contract Attachment B
Performance Guarantees

The Confractor shall pay to the State the indicated total dollar assessment upon notification by the State that an
amount is due, through the life of the contract.

1. Eligibility Determination

The Contractor shall determine eligibility of potential members within an average of five
business days from (a) receipt of a completed and signed application and autherization for
Guarantee premium payment to (b) mailing of eligibility notice. In addition, for 29% of cases, the
Contractor shall determine eligibility and send written notice within 20 business days from
receipt of a completed and signed application and authorization for premium payment,

Eligibility determination will be measured from (a) date of receipt of a completed and signed
Definition application and authorization of premium payment to (b) malling of eligibility notice (see
Section A.4.15).

Should the above standard not be met, the total amount shalf be $1,000 per quarter in

Assessment which the standard is not met.

The Compliance Report is the quarterly internal audit performed by the Contractor. The
Compliance Report | Contractor shall measure and report results quarterly. Performance will be reconciled
annually.

2, Member ID Card Distribution

Guarantee Member 1D cards shail be distributed {defined as “mailed") to a minimum of 95% of
members within ten calendar days after the date of eligibility determination.

Definition The actual distribution of a minimum of 95% of all member I cards by the specified dates.

Should the above standard not be met, the total amount shall be $5,000 per year in which

Assessment the standard is not met.

Compliance Report submitted by Contractor. Performance Is measured, reported, and

Compliance Report | o ciled annually.

3. Member Handbooks and Provider Network Directories Distributed

Member Handbooks and Provider Directories shall be distributed to new members no later
Guarantee than 20 calendar days after the date of eligibility determination. Member Handbooks and

Provider Network Directories shall also be distributed no later than 20 calendar days after
the annual enroliment period.

. Member Handbook and Provider Network Directories will be measured based on date of

Definition distribution,

Assessment Should either of the above listed documents not be distributed as required, the total
assessment shall be $5,000 per year in which the standard is not met.

The Compliance Report reported by the Contractor to the Division of Insurance
Compiiance Report | Administration Plan operations. Annual guarantee is measured, reported, and reconciled
annually.
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4. Provider/Facility Network Accessibility

As measured by the GeoNetworks® Pravider & Facility Network Accessibility Analysis, the

Guaraniee Contractor's provider and facility network will assure that 25% of all members will have the
Access Standard indicated.
Provider Group Access Standard
PCPs {Internal Medicine. General or Family Practitioners) 2 physiciriﬂ: Swithin 20
Definition Acute Care Hospitals L faciligil\gisthin 30
Pharmacies 1 phz:nrm:\nci:ls((3 :vithin 30
Assessment $10,000 if ANY of the above listed standards is not met, either individually or in

combination, starting in CY 2008.

Compliance Report

Compliance report is the annual GeoNetworks Analysis submitted by Contractor, The
guarantee is measured, reported and reconciled annually starting in the second year.

5. Claims Payment Dollar Accuracy

Guarantee The average quarterly financial accuracy for claims payments will be 95% or higher.,

Definition Claims Payment Dolar Accuracy is defined as the absolute value of financial errors divided
by the total paid value of Contractor audited dollars paid.

Assessment $500 for each full percentage point below 95% for sach contracted guarter.

Compliance Report

The Compliance Report is the quarterly internal audit performed by the Contractor on a
slatistically valid sample of claims. The Contractor shall measure and report resulfs
quarterly. Performance will be reconciled annuaily.

6. Claims Turnaround Time

Guarantee

The average quarterly claims payment turnaround time will not be greater than:

. 14 calendar days for 90% of non-investigated {clean) claims; and
¢ 30 calendar days for 96% of all claims

Definition

Claims Turnaround Time is measured from the date the claim is received in the office to the
date processed, including weekends and holidays. Any claims that include subrogation will
be excluded when calculating compliance with the "non-investigated claims” performance
standard.

Assessment

Non-Investigated Claims (clean): $200 for each full percentage point below the required
minimum standard of 80% within 14 calendar days. Quarterly Guarantee.

All Claims: $200 for each fult percentage point below the required minimum standard of
96% within 30 catendar days. Quarterly Guarantee.

Compiiance Report

The Compliance Report is the quarterly internal audit performed by the Contractor on a
statistically valid sample. The Contractor shall measure and report results quarterly,
Performance will be reconciled annually.
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7. Telephone Response Time

Ninety-five percent (95%) of incoming member services calls will be answered by a

rantee : S
Gua member services representative in 30 seconds or less.

Telephene Response Time is defined as the amount of time elapsing between the time a
Definition call is received into the phone system and when a live member services representative
answers the phone,

Assessment $100 for each full second over the 30 second benchmark. Quarterly guarantee,

The Compliance Report is the Contractor's internal telephone support system reports.

Compliance Report Performance will be measured quarterly; reported and reconciled annually.

8. Data Quality

Data Quality is measured by the State’s DSS vendor (Medstat). The Contractor's quarterly

Guarantee data submission to Medstat shall meet the following Data Quality measures.
Measure Benchmark
— p =
Gender ggitra;] Qwrssmg for < (less than or equal to) 3% of
Date of birth Data missing for £ 3% of claims
Definition Outpatient diagnosis coding Data invalid or missing for < 5% of outpatient claims
Outpatient provider type missing Data missing for = 1.5% of oufpatient claims
Date of birth Data missing for < 3% of members
SSN Data missing for £ 3% of members
Total Premium Data missing for < 1.5% of members
Assessment $1.000 if ANY of the above listed standards is not met, either individually or in combination.

Quartetly Guarantee.

Compliance Report Cormpliance Report consists of the MedStat Quarterly Data Quality report provided by
P P MedStat. Performance measured and reported (by MedStat) quarterly; reconcited annually.

9. Submission of Quarterly Data to DSS Vendor

Quarterly claims data shall be submitted by the Contractor to the State's DSS vendor

Guarantee {MedStat) no later than the last day of the month following the end of each calendar
quarter.

Definition Quarterly claims data is received by MedStat no later than the last day of the month
following the end of each calendar quarter,
Failure to submit claims data no later than the last day of the month following the end of

Assessment each quarter will result in an assessment of $100 per day to a maximum of $5,000 per

quarter,

Compliance reporting submitted by MedStat upon receipt of quarterly claims data.

Compliance Report Performance is measured, reported, and reconciled quarterly.
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Contract Attachment C
Management Reporting Requirements

As required by Contract Section A.13, the Contractor shall submit Management Repotts by which the State can
assess the CoverTN program's general activity and usage. Reports shall be submitted electronically, and shall be
of the type and at the frequency indicated below. Management Reports shall include:

1} Performance Guarantee Tracking, as detailed at Contract Attachment B (each component to be submitted
at the freguency indicated), shall include:
. Status report narrative
e Detail report on each performance measure by appropriate time period

2) Quarterly Network Changes Update Report, submitted electronically,
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Age

Under 30
30-39
40-49
50-59
60-64

65+

Age

Under 30
30-39
40-49
50-59
60-64

65+

Contractor's administrative component of the premium amounts: $9.50 per member per month

Contract Attachment D
Premium Amounts for CY 2007

Total Premium Amounts by Premium Group

Does not use Tobacco Uses Tobacco
Normal Weight Obese Normal Weight Obese
$ 103.00 $ 113.00 $ 123.00 § 133.00
$ 126.00 $ 139.00 § 146.00 % 158.00
$ 155.00 3 170.00 § 175.00 $% 190.00
$ 189.00 $ 208.00 % 209.00 % 228.00
$ 216.00 $ 23800 % 236.00 % 258.00
$ 253.00 $ 278.00 % 27300 § 298.00
State Share of Premium Amounts by Premium Group
Does not use Tobacco Uses Tobacco
Normal Weight Obese Normal Weight Obese
$ 34.33 $ 37.67 $ 41.00 % 44.33
b 42.00 $ 46.33 3 48.67 $ 53.00
$ 51.67 $ 56.67 $ 5833 % 63.33
$ 63.00 $ 69.33 $ 69.67 % 76.00
$ 72.00 $ 79.33 $ 7867 % 86.00
$ 84.33 $ 92.67 $ 9100 % 99.33
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Contract Attachment E 7
Attestation Re Personne! Used in Contract Performance

SUBJEGT CONTRACT NUMBER: —
= \##s030-04
GONTRACTOR LEGAL ENTITY NAME: Blue Cooss | Blue Shield ofF T

FEDERAL EMPLOYER IDENTIFICATION NUMBER:
(o Social Securtty Number) L2 ~od217913

The Cordractor, identified above, does hareby attest, certify, warrant, and assura that the CGontractor shall not
knowingly utilize the services of an illagel imtigrant in the performance of this contract and ghall not -
knowingly utilizs the services of any subcontractor who will utiiize the sarvices of an Qllegal immigrant in the
performance of this contract, ) - :

SIGNATURE & DATE: MQ’/M | 4‘4,,,‘_ /D{_wé*y

- NOTICE: This attestation MUST be signed by an %dividual empowered to contraciuafly
bind the Conlractor. If said individual s not the chief executive or president, this document
shall attach evidence showing the individual's autherity to contractually bind the Contractor,
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Contract Attachment F

HIPAA BUSINESS ASSOCIATE AGREEMENT TO
COMPLY WITH PRIVACY AND SECURITY RULES

THIS BUSINESS ASSOCIATE AGREEMENT (hereinafter "Agreement”) is between The State of
Tennessee, Department of Finance and Administration (hereinafter “Covered Entity") and BlueCross
BlueShield of Tennessee (hereinafter “Business Associate”). Covered Entity and Business Associate
may be referred to herein individually as “Party” or collectively as “Parties.”

BACKGRCUND

Covered Entity acknowledges that it is subject to the Privacy and Security Rules (45 CFR Parts 160 and
164} promulgated by the United States Department of Health and Human Services pursuant to the Health
Insurance Portability and Accountability Act of 1996 (HIPAA), Public Law 104-191 in ceriain aspects of its
operations.

Business Associate provides services to Covered Entity pursuant to one or more contractual relationships
detailed below and hereinafter referred to as “Service Contracts”

s [contract number{s)] to be determined

In the course of executing Service Contracts, Business Associate may come into contact with, use, or
disclose Protected Health information (defined in Section 1.8 below). Said Service Contracts are hereby
incorporated by reference and shall be taken and considered as a part of this document the same as if
fully set out herein.

In accordance with the federal privacy and security regulations set forth at 45 C.F.R. Part 160 and Part
164, Subparts A, C, and E, which require Covered Entity to have a written memorandum with each of its
internal Business Associates, the Parties wish to establish satisfactory assurances that Business
Associate will appropriately safeguard “Protected Health Information” and, therefore, make this
Agreement.

DEFINITIONS

1.1 Terms used, but not otherwise defined, in this Agreement shall have the same meaning as
those terms in 45 CFR §§ 160.103, 164.103, 164.304, 164.501 and 164.504.

1.2 “Designated Record Set” shall have the meaning set out in its definition at 45 C.F.R. § 164.501.

1.3 “Electronic Protected Health Care Information” shail have the meaning set out in its definition at
45 CF.R. §160.103.

1.4 "Health Care Operations” shall have the meaning set out in its definition at 45 CF.R. §

164.501.

1.5 “Individual” shall have the same meaning as the term “individual” in 45 CFR § 160.103 and
shall include a person who qualifies as a personal representative in accordance with 45 CFR §
164.502(q).

1.6 "Privacy Official” shall have the meaning as set out in its definition at 45 C.F.R. § 164.530(a)(1).

1.7 “Privacy Rule” shall mean the Standards for Privacy of Indwidually identifiable Health

Information at 45 CFR Part 160 and Part 164, subparts A, and E.
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1.8

1.9

2.2

2.3

2.4

2.5

2.6

2.7

2.8

“Protected Health Information” shall have the same meaning as the term "protected health
information” in 45 CFR § 160.103, limited to the information created or received by Business
Associate from or on behalf of Covered Entity.

“Required by Law” shall have the meaning set forth in 45 CFR § 164.512.

“Security Rule” shall mean the Security Standards for the Protection of Electronic Protected
Health Information at 45 CFR Parts 160 and 164, Subparts A and C.

OBLIGATICNS AND ACTIVITIES OF BUSINESS ASSOCIATE (Privacy Rule)

Business Assaciate agrees to fully comply with the requirements under the Privacy Rule
applicable to "business associates," as that term is defined in the Privacy Rule and not use or
further disclose Profected Health Information other than as permitted or required by this
Agreement, the Service Contracts, or as Required By Law. In case of any conflict between this
Agreement and the Service Contracts, this Agreement shall govern.

Business Associate agrees to use appropriate procedural, physical, and electronic safeguards
to prevent use or disclosure of Protected Health Information other than as provided for by this
Agreement. Said safeguards shall include, but are not limited to, requiring employees to agree
to use or disclose Protected Health Information only as permitted or required by this Agreement
and taking related disciplinary actions for inappropriate use or disclosure as necessary.

Business Associate shall require any agent, including a subcontractor, to whom it provides
Protected Health Information received from, created or received by, Business Associate on
behalf of Covered Entity or that carries out any duties for the Business Associate involving the
use, custody, disclosure, creation of, or access to Protected Health Information, to agree, by
written contract with Business Associate, to the same restrictions and conditions that apply
through this Agreement to Business Associate with respect to such information.

Business Associate agrees to mitigate, to the extent practicable, any harmful effect that is
known to Business Associate of a use or disclosure of Protected Mealth Information by
Business Associate in violation of the requirements of this Agreement,

Business Associate agrees to require its employees, agents, and subcontractors to promptly
report, to Business Asscciale, any use or disclosure of Protected Health Information in violation
of this Agreement. Business Associate agrees to report to Covered Entity any use or disclosure
of the Protected Health Information not provided for by this Agreement -

If Business Associate receives Protected Health Information from Covered Entity in a
Designated Record Set, then Business Associate agrees to provide access, at the request of
Covered Entity, to Protected Heaith Information in a Designated Record Set, to Covered Entity
or, as directed by covered Entity, to an Individual in order to meet the requirements under 45
CFR § 164.524, provided that Business Associate shall have at least 15 business days from
Covered Entity notice to provide access to, or deliver such information.

If Business Associate receives Protected Health Information from Covered Entity in a
Designated Record Set, then Business Associate agrees to make any amendments to
Protected Health Information in a Designated Record Set that the Covered Entity directs or
agrees to pursuant to the 45 CFR § 164.526 at the request of Covered Entity or an Individual,
and in the time and manner designated by Covered Entity, provided that Business Associate
shall have at least 15 business days from Covered Entity notice to make an amendment.

Business Associate agrees to make its internat practices, books, and records including policies
and procedures and Protected Heaith Information, relating to the use and disclosure of
Protected Health information received from, created by or received by Business Associate on
behalf of, Covered Entity available to the Secretary of the United States Department of Health
and Human Services or the Secretary’s designee, in a time and manner designated by the
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2.9

2.10

2.11.1

2.11.2

2.11.3

2.12

213

214

3.1

Secretary, for purposes of determining Covered Enfity's or Business Associate’'s compliance
with the Privacy Rule.

Business Associate agrees to document disclosures of Protected Health Information and
information refated to such disclosures as would be required for Covered Entity to respond to a
request by an Individual for an accounting of disclosure of Protected Health Information in
accordance with 45 CFR § 164.528.

Business Associate agrees to provide Covered Entity or an Individual, in time and manner
designated by Covered Entity, information collected in accordance with this Agreement, to
permit Covered Entity to respond to a request by an Individual for and accounting of
disclosures of Protected Health information in accordance with 45 CFR § 164.528, provided
that Business Associate shall have at least 15 business days from Covered Entity nofice to
provide access to, or deliver such information which shall include, at minimum, (a) date of the
disclosure; (b) name of the third party to whom the Protected Health information was disclosed
and, if known, the address of the third party; {c) brief description of the disclosed information:
and (d) brief explanation of the purpese and basis for such disclosure.

Business Assaciate agrees it must limit any use, disclosure, or request for use or disclosure of
Protected Health Information fo the minimum amount necessary to accomplish the intended
purpose of the use, disclosure, or request in accordance with the requirements of the Privacy
Rule.

Business Associate represents to Covered Entity that all its uses and disclosures of, or
requests for, Protected Health Information shall be the minimum necessary in accordance with
the Privacy Rule requirements.

Covered Entity may, pursuant to the Privacy Rule, reasonably rely on any requested disclosure
as the minimum necessary for the stated purpose when the information is requested by
Business Associate,

Business Associate acknowledges that if Business Associate is also a covered entity, as
defined by the Privacy Rule, Business Associate is required, independent of Business
Associate's obligations under this Memorandum, to comply with the Privacy Rule's minimum
necessary requirements when making any request for Protected Health Information from
Covered Entity.

Business Associate agrees to adequately and properly maintain ali Protected Health
Information received from, or created or received on behalf of, Covered Entity

if Business Associate receives a request from an Individual for a copy of the individual's
Protected Health Information, and the Protected Health Information is in the sole possession of
the Business Associate, Business Associate will provide the requested copies to the individual
and notify the Covered Entity of such action. If Business Associate receives a request for
Protected Health Information in the possession of the Covered Entity, or receives a request to
exercise other individual rights as set forth in the Privacy Rule, Business Associate shall notify
Covered Entity of such request and forward the request to Covered Entity. Business Associate
shall then assist Covered Entity in responding to the request.

Business Associate agrees to fully cooperate in good faith with and to assist Covered Entity in
complying with the requirements of the Privacy Rule.

OBLIGATIONS AND ACTIVITIES OF BUSINESS ASSOCIATE (Security Rule)
Business Associate agrees to fully comply with the requirements under the Security Rule

applicable to "business associales," as that term is defined in the Security Rule. In case of any
conflict between this Agreement and Service Agreements, this Agreement shall govern.
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3.2

3.3

3.4

3.5

3.6

4.1

4.2

4.3

4.4

4.5

Business Associate agrees to implement administrative, physical, and technical safeguards that
reasonably and appropriately protect the confidentiality, integrity, and availability of the
electronic protected health information that it creates, receives, maintains, or transmits on
behalf of the covered enfity as required by the Security Rule.

Business Associate shall ensure that any agent, including a subcontractor, 1o whom it provides
electronic protected health information received from or created for Covered Entity or that
carries out any duties for the Business Associate involving the use, custody, disclosure,
creation of, or access to Protected Health Information supplied by Covered Entity, to agree, by
written contract (or the appropriate equivalent if the agent is a government entity) with Business
Associate, to the same restrictions and conditions that apply through this Agreement to
Business Associate with respect to such information.

Business Associate agrees fo require its employees, agents, and subcontraclors o report to
Business Associate within five (5) business days, any Security Incident (as that term is defined
in 45 CFR Section 164.304) of which it becomes aware. Business Associate agrees to promptly
report any Security Incident of which it becomes aware to Covered Entity.

Business Associate agrees to make its internal practices, books, and records including policies
and procedures relating to the security of electronic protected health information received from,
created by or received by Business Associate on behalf of, Covered Entity available lo the
Secretary of the United States Department of Health and Human Services or the Secretary’s
designee, in a time and manner designated by the Secretary, for purposes of determining
Covered Entity’s or Business Associate's compliance with the Security Rule.

Business Associate agrees to fully cooperate in good faith with and to assist Covered Entity in
complying with the requirements of the Security Rule.

PERMITTED USES AND DISCLLOSURES BY BUSINESS ASSOCIATE

Except as otherwise limited in this Agreement, Business Assocciate may use or disclose
Protected Health Information to perform functions, activities, or services for, or on behalf of,
Covered Entity as specified in Service Contracts, provided that such use or disclosure would
not violate the Privacy and Security Rule, if done by Covered Entity.

Except as otherwise limited in this Agreement, Business Associate may use Protected Health
Information as required for Business Associate's proper management and administration or to
carry out the legal responsibilities of the Business Associate.

Except as otherwise limited in this Agreement, Business Associate may disclose Protected
Health tnformation for the proper management and administration of the Business Associate,
provided that disclosures are Required By Law, or provided that, if Business Associate
discloses any Protected Health Information to a third party for such a purpose, Business
Associate shall enter into a written agreement with such third party requiring the third party to:
{a) maintain the confidentiality, integrity, and availability of Protected Health Information and not
to use or further disclose such information except as Required By Law or for the purpose for
which it was disclosed, and {b) notify Business Associate of any instances in which it becomes
aware in which the confidentiality, integrity, and/or availability of the Protected Health
information is breached.

Except as otherwise limited in this Agreement, Business Associate may use Protected Health
information to provide Data Aggregation services to Covered Entity as permitted by 42 CFR §
164.504(e}(2)(i}(B).

Business Associate may use Protected Health Information to report violations of law to
appropriate Federal and State Authorities consistent with 45 CFR 164.502(j)(1)

OBLIGATIONS OF COVERED ENTITY

Page 58 of 61



51

5.2

53

6.1

7.1

7.2

7.21

7.22

7.22.1

7.2.2.2

7.2.2.3

7.3

7.31

Covered Entity shall provide Business Associate with the notice of Privacy Practices that
Covered Entity produces in accordance with 45 CFR § 164.520, as well as any changes to
such notice. Covered Entity shall notify Business Associate of any limitations in its notice that
affect Business Associate’s use or disclosure of Protected Health Information.

Covered Entity shall provide Business Associate with any changes in, or revocation of,
permission by an Individual fo use or disclose Protected Health information, if such changes
affect Business Associate’s permitted or required uses.

Covered Entity shall notify Business Associate of any restriction to the use or disclosure of
Protected Health Information that Covered Entity has agreed to in accordance with 45 CFR §
164.522, to the extent that such restriction may affect Business Associate's use of Protected
Haalth Information.

PERMISSIBLE REQUESTS BY COVERED ENTITY

Covered Entity shall not request Business Associate to use or disclose Protected Health
Information in any manner that would not be permissible under the Privacy or Security Rule, if
done by Covered Entity,

TERM AND TERMINATION

Term. This Agreement shall be effective as of the date on which it is signed by both parties
and shall terminate when all of the Protected Health Information provided by Covered Entity to
Business Associate, or created or received by Business Associate on behalf of Covered Entity,
is destroyed or returned to Covered Entity, or, if it is infeasible to return or destroy Protected
Health Information, Section 7.3. below shall apply.

Termination for Causes.

This Agreement authorizes and Business Associate acknowledges and agrees Covered Entity
shall have the right to immediately terminate this Agreement and Service Contracts in the event
Business Associate fails to comply with, or violates a material provision of, requirements of the
Privacy and/or Security Rule or this Memorandum.

Upon Covered Entity’s knowledge of a material breach by Business Associate, Covered Entity
shall either:

provide a reasonable opportunity for Business Associate to cure the breach or end the
violation, or

if Business Associate has breached a material term of this Agreement and cure is not possible
or if Business Associate does not cure a curable breach or end the violation within a
reasonable time as specified by, and at the sole discretion of, Covered Entity, Covered Entity
may immediately terminate this Agreement and the Service Agreement.

if neither cure nor termination is feasible, Covered Entity shall report the violation to the
Secretary of the United States Department of Health and Human Services or the Secretary's
designee.

Effect of Termination.

Except as provided in Section 7.3.2. below, upon termination of this Agreement, for any reason,
Business Associate shall return or destroy all Protected Health Information received from
Covered Entity, or created or received by Business Associate on behalf of, Covered Entity. This
provision shall apply to Protected Health Information that is in the possession of subcontractors
or agents of Business Associate. Business Associate shall retain no copies of the Protected
Health Information.
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7.3.2 In the event that Business Associate determines that returning or destroying the Protected
Health Information is not feasible, Business Associatle shall provide to Covered Entity
notification of the conditions that make return or destruction unfeasible. Upon mutual
agreement of the Parties that return or destruction of Protected Health Information is
unfeasible, Business Associate shall extend the protections of this Memorandum to such
Protected Health Information and limit further uses and disclosures of such Protected Health
fnformation to those purposes that make the return or destruction unfeasible, for so long as
Business Associate maintains such Protected Health Information.

8 MISCELLANEOUS

8.1 Requlatory Reference. A reference in this Agreement to a section in the Privacy and for
Security Rule means the section as in effect or as amended.

8.2 Amendment. The Parties agree to take such action as is necessary to amend this
Memorandum from time to time as is necessary for Covered Entity to comply with the
requirements of the Privacy and Security Rules and the Health Insurance Portability and
Accountability Act, Public Law 104-191. Business Associate and Covered Entity shalt comply
with any amendment to the Privacy and Security Rules, the Health Insurance Portability and
Accountability Act, Public Law 104-191, and related regulations upon the effective date of such
amendment, regardless of whether this Agreement has been formally amended.

8.3 Survival. The respective rights and obligations of Business Associate under Section 7.3. of this
Memorandum shall survive the termination of this Agreement.

8.4 Interpretation. Any ambiguity in this Agreement shall be resolved in favor of a meaning that
permits Covered Entity and the Business Associate to comply with the Privacy and Security
Rules.

8.5 Notices and Communications.  All instructions, hotices, consents, demands, or other

communications required or contemplated by this Agreement shall be in writing and shall be
delivered by hand, by facsimile transmission, by overnight courier service, or by first class mail,
postage prepaid, addressed to the respective party at the appropriate facsimile number or
address as set forth below, or to such other party, facsimile number, or address as may be
hereafter specified by written notice.

COVERED ENTITY: BUSINESS ASSOCIATE:

Name: M.D. Goetz, Jr. Name: Tena Roberson

Title: Commissioner of the Department of Title: Director, Legal Services & Assoc.
Finance and Administration, State of Tennessee  General Counsel

Address: 312 8" Avenue, North Address: BlueCross BlueShield of Tennessee
Nashville, Tennessee 37243-0295 801 Pine Sireet

Phone: 615-253-8358 Chattanooga, TN 37402

Fax: 615-253-8556 Phone: (423) 535-5158

Email: dave.goetz@state.tn.us Fax: 423-535-4576

Email: tena_roberson@bshst.com

All instructions, notices, consents, demands, or other communications shall be considered
effectively given as of the date of hand delivery; as of the date specified for overnight courier
service delivery, as of three (3) business days after the date of mailing; or on the day the
facsimite transmission is received mechanically by the facsimile machine at the receiving
location and receipt is verbally confirmed by the sender.

8.6 Strict Compliance. No failure by any Party to insist upon strict compliance with any term or
provision of this Agreement, to exercise any option, to enforce any right, or to seek any remedy
upon any default of any other Party shall affect, or constifute a waiver of, any Party's right to
insist upon such strict compliance, exercise that option, enforce that right, or seek that remedy
with respect to that default or any prior, contemporaneous, or subsequent default. No custom
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or practice of the Parties at variance with any provision of this Agreement shall affect, or
constitute a waiver of, any Party's right to demand strict compliance with all provisions of this
Agreement.

8.7 Severability. With respect to any provision of this Agreement finally determined by a court of
competent jurisdiction to be unenforceable, such court shall have jurisdiction to reform such
provision s that it is enforceable to the maximum extent permitted by applicable law, and the
Parties shall abide by such courl's determination. In the event that any provision of this
Agreement cannot he reformed, such provision shall be deemed to be severed from this
Agreement, but every other provision of this Agreement shall remain in full force and effect.

8.8 Governing Law. This Agreement shall be governed by and construed in accordance with the
laws of the State of Tennessee except to the extent that Tennessee law has been pre-empted
by HIPAA,

8.9 Compensation. There shall be no remuneration for performance under this Agreement except

as specifically provided by, in, and through, existing administrative requirements of Tennessee
State government and services contracts referenced herein.

IN WITNESS WHEREOF,

BLUECROSS BLUESHIELD QF TENNESSEE, INC.:

L/u/07

TENA ROBERSON, DIRECTOR LEGAL SERVICES DATE:

DEPARTMENT OF FINANCE AND ADMINISTRATION:

\><-\ =i -0

M.D. GOETZ J COMWI U DATE:
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