CONTRACT #10
RFS # 317.86-00102
FA # 10-30811

Finance & Administration
Benefits Administration

VENDOR:
CaremarkPCS Health, LLC



GENERAL ASSEMBLY OF THE STATE OF TENNESSEE
FISCAL REVIEW COMMITTEE

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

Sen. Bill Ketron, Chairman Rep. Charles Curtiss, Vice*Chairman
Senators Representatives
Douglas Henry Reginald Tate Harry Brooks Donna Barrett
Doug Jackson Ken Yager Curtis Johnson Tony Shipley
Brian Kelsey Steve McManus Curry Todd
Randy McNally, ex officio Mary Pruitt Eddie Yokley
1%, Governor Ron Ramsey, ex officio Craig Fitzhugh, ex officie

Speaker Kent Williams, ex officio

MEMORANDUM

TO: The Honorable Dave Goetz, Commissioner
Department of Finance and Administration
FROM: Bill Ketron, Chairman, Fiscal Review Committee % C/D

Charles Curtiss, Vice-Chairman, Fiscal Review Committee
DATE: November 12, 2010

SUBJECT: Contract Comments
(Fiscal Review Committee Meeting 11/9/09)

RES# 317.86-00102 (Edison # 23653)

Department: Finance & Administration/Benefits Administration
Contractor: CaremarkPCS Health, LLC

Summary: The vendor provides pharmacy benefit management services
for the State, Local Government, and L.ocal Education Public Sector
Plans for state and local government employees. The proposed
amendment corrects the federal employer identification number.
Current maximum liability: $17,500,954

Proposed maximum liability: $17,500,954

After review, the Fiscal Review Committee voted to postpone action on the
amendment until the next meeting to consider modification of Section E.22 of the
original contract pertaining to contract termination and damages.

cc: Ms. Laurie Lee, Executive Director, Benefits Administration
Mr. Robert Barlow, Director, Office of Contracts Review
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STATE OF TENNESSEE
DEPARTMENT OF FINANCE AND ADMINISTRATION
DIVISION OF BENEFITS ADMINISTRATION
Willlam R. Snodgrass Tennessee Tower
312 Rosa L Parks Avenue, Sulte 2600
Nashville, Tennessee 37243

Dave Goetz Phone: 615.741.4517 Laurle Lee
COMMISSIONER Fax: 615.253.8566 EXECUTIVE DIRECTOR
MEMORANDUM
TO: James White, Executive Director, Fiscal Review Committee

FROM: Laurie Lee 7%4
DATE: October 20, 2010
RE: Contract Amendment # 1 to CaremarkPCS Health, L.L.C. Edison ID No. 19195

This is a request to amend the contract between the State, Local Education, and Local
Government Insurance Committees and CaremarkPCS Health, L.L.C. contract. This
amendment corrects the Federal Employee Identification Number (FEIN). The original
FEIN supplied by the ‘contractor in their proposal and later in the contract document
aligns with another corporate entity within the corporation. This revision will maintain
compliance with federal tax laws.

The original contract is included as well as the the requested supplemental documents for
this amendment.

Thank you for your consideration of this request.

www,state.tn.us/finance/ins



Supplemental Documentation Required for

Fiscal Review Committee

Marlens Alvarez # 615.253.8358
*Contact Name: Contact
Phone:
*Original Contract | FA1030811 *QOriginal RFS | 31786 - 00102
Number: Number:
g A : 1 191956 icon RES:| 31786 - 00102
#o Tdigon Contract Ff\‘{t?gﬁeljf"(sf
s (i,
Number (if applicable) applicable)
t | February 19, 2010 _*Current, End June 30, 2015
' R YU

TRE N

1 November 1, 2010

1 Finance and Administration

| Benefits Administration

*Date Submltted:

"October 20, 2010

*Submitted Within Sixty (60) days:

No.

If not, explain:

The determination that this wouid require FRC
approval was given to BA on 10-15-10. The error
was detected 10-11-10 by the State.

*Contract Vendor Name:

CaremarkPCS Health, L.L..C.

*Current Maximum Liability:

$17,500,954.00

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

FY: 2010

FY: 2011

FY: 2012

FY:

2013

FY: 2014

$318,199.00

$3,818,390.00

$3,818,390.00

$3,818,390.00

$3,818,390.00

*Current Total Expenditures by Fiscal Year of Contract:
(attach backup documentation from STARS or FDAS report)

IF Contract Expenditures exceeded
Contract Allocation, please give the
reasons and explain how funding

FY: 2010 FY: 2011 | FY: 2012 | FY: 2013 FY:2014 FY: 2015
N/A $ $
N/A
IF surplus funds have been carrled N/A
forward, please give the reasons
and provide the authority for the
carry forward provision:
N/A

was acquire_d to pay the overage:

Effective October 30, 2009

FY: 2015
$1,909,195.00




Supplemental Documentation Required for
—iaseal Review Committee

*Contract
Funding [ State: Federal:
_Source/Amount:
' ) . $17,500,954.00
Interdepartmental; Other:
If “other” please define:

Dates of All Previous Amendments | Brief Degcription of Actlong in Previous, .
“or Revisions: (fapplicable) - | Amendments o Revisions: (f applicable). .

5ie)| RFP
| $17,500,954.00

Effective October 30, 2009



Supplemental Documentation Required for

Fiscal Review Committee

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

Planned expenditures by fiscal year by deliverable. Add rows as necessary to indicate
all estimated contract expenditures.
Deliverable FY: 2011 FY: 2012 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
-y the amendment. Add rows as necessary to defing all potential savings.per..... -

' - deliverable. ; . - _ ]

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)

N/A

Other Vendor
Cost: (name FY: FY: FY: FY: FY:;
of vendor) '
N/A

“Other Vend

FY: FY: FY: FY: Y.

N/A

Effective October 30, 2009
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NON-COMPETITIVE AMENDMENT REQUEST:

APPROVED

Commissioner of Finance & Administration

1) RFS# . - | 31786-00102

2) Ptoqq%_lljg.,_Agancy": | Department of Finance and Administration

. EXISTING CONTRACT INEORMATON

' Pharmacy Benefits Manager (PBM) for the State, Local Education and Local Government Insurance
Plans,

3). ServiooCaption: -

| CaremarkPCS Health, LL.C.

FA1030811

: | February 19, 2010

. June 30, 2015

.| $17.500,954.00

0| November 1, 2010

", | June 30, 2015

| $17,500,954.00

. use of Non-Competitive Negotiation is in the best lnterest of the state

[ ] only one uniquely qualified service provlder ablo to provlda the service

he,_Proposed Amendment ngel,até & Any Additional Sgryjce

Corrects the Federal Employes Identification Number (FEiN) to 75-2882129.

15) Exp!anation of Need for the. Proposed Amendment

The Contractor provided the FEIN from another corporate entity to the State in thelr REP proposal and that FEIN was used to
create the original contract. This amendment corrects the FEIN,

18) Neme & Address of Contractor's Gurrent Principal Owner{s): (not required for a TN state education Institution) - .-

CaremarkPCS Health, L.L.C., 2211 Sanders Road, Northbrook, L, 60062

17) Office for Information: Resourges Endorsement ;. (raquired for Information technology service; nfato THDA) <

Documentation is ... Not Applicabls to this Request L—_] Attached to this Request




T I TS TR e e g e T Toa SV S NONAMD123003
ﬂa)if'.éHaa\l._thsil,‘hlii;a'.ti'\'f;@.-E.ﬁ.tiqi'é:éﬁiam”ﬁ:;z-(r_éﬁuifé'd'-fqi:-hee‘a‘l_.th-iria:jtfatedi‘pﬁr‘bfés,sibﬁal .pharmaceutical, laboratory, orimaglng service):
Documentation is. Not Applicable to this Request |:| Attached to this Request
1.19) Depariment of Hy N
Doqumentauon Is ... <] Not Appiicable to this Request [:I Attached to this Request

:.2@?.};ﬁﬁaéqflip:tu;'_h_£¢f3?rqcurtng A’geh‘i:'y- Effb&sf-i"‘o’fideﬁt'ify'Reaédh’;ib'l'é',:Cbmbatutlve;'Pror,:ur‘ement«A!térhht{ves-‘--

Benefits Administration Is seeking to correct Information that was |n|t|ally provided to the State regarding the FEIN.,

'21) Justifigation for the Proposed Nori-Comptitive Amendment :

This amendment is requtred to be in complrance with tax laws and have ali payments go to the correct entity,

MQ[/W o
7 ‘(/ \-/ Va4




CONTRACT AMENDMENT

Agency Tracking # Edison 1D
31786-00102

23653

Contract #

FA1030811

Amendment #

1

Contractor Legat Entity Name
CaremarkPCS Health L.L.C.

Registration ID
133265

Amendment Purpose & Effect(s)

Revise the FEIN number for the Pharmacy Benefits Manager for the State, Local Education and Local

Government Insurance Plans.

Amendment Changes Contract End Date: {:] YES IX' NO End Date: June 30, 2015

Maximum Liability (TOTAL Contract Amount) Increase/Decrease per this Amendment: 0

FY State Federal Interdepartmental | Other TOTAL Contract Amount
2010 $318,199.00 $318,199.00
2011 $3,818,390.00 $3.818,390.00
2012 $3,818,390.00 $3,818,380.00
2013 $3,818,390.00 $3,818,390.00
2014 $3,818,390.00 $3,818,390.00
2015 $1,909,195.00 $1,909,195.00

TOTAL: $17,500,954.00 $17,500,954.00

American Recovery and Reinvestment Act (ARRA) Funding:

Clves X 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

Muitiple Speedcodes

78901000

OCR USE




AMENDMENT ONE
TO CONTRACT NUMBER FA-10-30811-00 (EDISON # 19195)

This Amendment is made and entered by and between the State of Tennessee, State Insurance
Committee, Local Education Insurance Committee and the Local Government Insurance Committee,
hereinafter referred to as the “State” and CaremarkPCS Health, L.L.C., 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 following is added as contract section E23..

E.23. Federal Emplover |dentification Number. Al references to FEIN, "75-2493381" shall be
deleted and replaced with FEIN, "75-2882129."

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 herein shall remain in full force and effect.

IN WITNESS WHEREOF,

CAREMARKPCS HEALTH, L.C.C.

SIGNATURE DATE

PRINTED NAME AND TITLE OF SIGNATORY (above)

STATE OF TENNESSEE,

STATE INSURANCE COMMITTEE,

I.LOCAL. EDUCATION INSURANCE COMMITTEE,

AND LOCAL GOVERNMENT INSURANCE COMMITTEE:

M. D. GOETZ, JR., CHAIRMAN DATE



_ C/(ﬁ O 6} — 1O zq REQUEST-RULE7-16-09

RULE EXCEPTION REQUEST

APPROVED

Mer g

COMMISSIONER OF FINANCE & ADMINISTRATION

! REQUEST RFS # 31786 — 00102
2  CONTRACT # TO BE DETERMINED
3 SERVICE Pharmacy Benefits Manager
4  CONTRACTOR TO BE DETERMINED
5 CONTRACT BEGIN DATE February 16, 2010
T oAt ALL apions o exine oxersey | J0ne 30, 2015
7 CONTRACT MAXIMUM LIABILITY N/A
{with ALL options to extend exercised)

8  SUBJECT RULE |E 0620-3-3-.07(5) — prohibiting a contract term greater than five (5) years

0620-3-3-.07(8) — prohibiting a contract with a former state employee in within six (6)
months of termination :

0620-3-3-.07(22) ~ requiring that contractor travel expense reimbursement/compensation
shall be subject to the prevailing state Comprehensive Travel Regulations (this request
MUST also attach documentation of F&A Budget support of the request)

0620-3-3-.05(5) — requiring a contract set forth the prescribed Nondiscrimination provision

[ ] OTHER - SECTION AND SUBSECTION NUMBER FOR F&A RULE GOVERNING
PERSONAL, PROFESSIONAL, AND CONSULTING SERVICE CONTRACTS FOR

WHICH AN EXCEPTION IS REQUESTED

9  EXCEPTION REQUESTED _
The department seeks an rule exception to permit a sixty-five (65) month contract.

10 JUSTIFICATION

This would allow for implementation time on the front end of the contract, a five year term'during which the
Contractor shall receive all administrative, clinical and disease management fees and a six (6) month run-out

period for claims incurred during the appropriate time period (through December 31, 2014).

AGENCY HEAD SIGNATURE & DATE (procuring agency head or authorized signatory)

\ . o A, ey e ‘
§H

5 '
e Tt

§
;
DECZ=7009 ]
RECEvely |




CONTRACT
{FA-type fee-for-sesvice contract with an individuat, business, non-profit, or governmental entily of
another state)

Agency Tracking # Edison D
31786-00102 19195
Contractor g:::':?&t;r Faderal Employer ldentification or Social
CaremarkPCS Health L.L.C. [ G- or [<] V- 75-2493381

Service

Pharmacy Benefits Manager for the State, Local Education and Local Government Health Insurance Plans.

Contract Begin Date Contract End Date Subrecipient or Vendor CFDA #(s)

February 19, 2010 June 30, 2015 [:]Subrecipient IX}Vendor
Fy State Federal interdepartmental Other TOTAL Contract Amount
2010 $318,199.00 $318,199.00
201 $3,818,390.00 $3,818,390.00
2012 $3,818,390.00 $3,818,390.00
2013 $3,818,320.00 $3,818,390.00
2014 $3,818,390.00 $3,818,390.00
2015 $1,909,185.00 $1,909,185.00
TOTAL: $17,500,954.00 $17,500,954.00

American Recovery and Reinvestment Act (ARRA}) Funding ~ E] YES NO

OCR USE
FA

Agency Contact & Telephone #

Martehe Alvarez- Manager of Procurement & Contracting
Tennessee Department of Finance & Administration,
Benefits Administration

312 Rosa L. Parks Avenwue, Suite 2600

Nashville, Tennessee 37243

615.253.8358

'L Agency Budget Officer Approval (there is a batance in the

- appropriation from which this obligation is requirad to be paid that

is not otherwise encumberad to pay obligatlons previously
incurred}

Zx =

|: A1 03081 1 . Speed Code Account Code
Multiple Speedcodes 789010600
"CGﬁti“éétiﬁ?‘OWﬁ"e"i"éhiﬁlCGiitt"'dl""' T
D African D Person w/f D Smalf
: Govern t
American Disability D Hispanic Business [:I vernmen




D Native [X] NOT Minority/Disadvantaged D
D Aslan D Female American Other

Contractor Selection Method

Aiternative Competitive Method
RFP D Competitive Negotiation * ,,[] P

(] Non-Competitive Negotiation [ other *

*

*Procurement Process Summary

The conltract was procured through the RFP process.




CONTRACT

(FA-type fee-for-service contract with an individual, business, non-profit, or governmentai entity of

another state)
Agey Tracking # Edison ID
31786-00102 19195
Contractor g::;:?t;tgr Federal Employer Identification or Soclal
CaremarkPCS Health L.L..C. [JC-or [ V- 75-2493381
Service

' Pharmacy Beneflts Manager for the State, Local Education and Local Government Health Insurance Plans.

Contract Begin Date Contract End Date | Subrecliplent or Vendor CFDA #(s)

February 19, 2010 June 30, 2015 DSubreclplent @Vendor

FY State Federal Interdepartmental Other TOTAL Contract Amount
2010 $318,199.00 $318,199.00
2011 $3,818,390.00 $3,818,390.00
2012 $3,818,390.00 $3,818,390.00
2013 $3,818,390.00 $3,818,390.00
2014 $3,818,390.00 $3,818,390.00
20156 $1,909,195.00 $1,909,195.00
TOTAL: $17,600,954.00 $17,500,954.00

Amerlcan Recovery and Relnvestment Act (ARRA) Funding ~ D YES @ NO

OCR USE
FA

Agency Contact & Telephone #

Marlene Alvarez- Manager of Procurement & Contracting
Tennessee Department of Finance & Administration,
Benefits Administration :

312 Rosa L. Parks Avenue, Suite 2600

Nashviile, Tennessee 37243

615.253.8358

Agency Budget Officer Approval (there is a baiance In the
appropriation from which this obfigation is required to be paid that
is not otherwise encumbered to pay obiigations previousiy
incurred)

.y =

Speed Code Account Code
Muitipie Speedcodes 78901000
"Cbﬁt?iétﬁf‘OWﬁ‘éféﬁlﬁlCéiiti’bl“" T o
D African D Person w/ D Small
G
Amerlcan Disabllity D Ll Business D S —

CONFIDENTIAL
CMKO000001




I___I Native I___I NOT Minority/Disadvantaged I___I
D Aslan D Female American Other ‘

Contractor Selection Method

|___| Aiternative Competitive Method
X rre [_] competitive Negotiation * .

Non-Compstitive Negotiation
*D P g L__I Other *

*Procurement Process Summary

The contract was procured through the RFP process.

CONFIDENTIAL
CMKO000002




CONTRACT
BETWEEN THE STATE OF TENNESSEE,
STATE INSURANCE COMMITTEE,

LOCAL EDUCATION INSURANCE COMMITTEE,
AND LOCAL GOVERNMENT INSURANCE COMMITTEE
AND
CAREMARKPCS HEALTH, L.L.C.

This Contract, by and between the State of Tennessee, State of Tennessee, State Insurance Committee,
Local Education Insurance Committee, and the Local Government Insurance Committee, hereinafter
referred to as the “State” and CaremarkPCS Health, L.L.C., hereinafter referred to as the “Contractor,” Is
for the provislon of a pharmacy benefits manager for the Public Sector Plans, as further defined in the
"SCOPE OF SERVICES.

The Contractor is a limited llability company.
Contractor Federal Employer Identification or Social Security Number: 75-2493381
Contractor Place of Incorporation or Organization: Delaware

A1

A2

A21.

A2.2.

A23.

SCOPE OF SERVICES:

The Contractor shall provide all service and deliverables as required, described, and detailed by
this Scope of Services and shall meet all service and delivery timelines specified in the Scope of
Services sectlon or elsewhere in this Contract.

The Contractor shall provide pharmacy benefit management services, which shall include custom
clinical programs as required, pharmacotherapy adherence, formulary management and a state-of-
the-art online Point-of-Sale (POS) pharmacy claims processing system. This POS system shall
include a state-wide retail pharmacy network, prospective/concurrent drug utilization review
(DUR), retrospective drug utilization review (Retro-DUR), reporting capabillties, adjudication
capabilities, and full pharmacy benefit member services for retail, mail order and specialty
pharmacy benefits for members of the Public Sector Plans.

Pharmacy Benefit and Policles

The State will determine all pharmacy benefits and related policies. If the Contractor has a
question on policy determinations, benefits, or operating guidelines required for proper
performance of the Contractor's responsibilities, then the Contractor shall request a
determination in writing from the State. The State will then respond in writing making a
determination within thirty (30) days. The Contractor shall then act in accordance with such policy
determinations and/or operating guidelines. ‘

The State wili have the sole responsibility for and authorlty to clarify and/or revise the Plan
Documents (located on the State's website at www.state.tn. us/finance/ins/publications.html),
which governs the structure of the pharmacy benefits available to members. It is understood
between the parties that the program cannot and does not cover ail benefit situations. In a case
where the benefits are not referenced or are not clear, the Contractor shall clarify the State's
intent with the State. The State shail have the exclusive and final authority to interpret the Plan
Documents.

Unless otherwise directed by the State in writing, the Contractor shall not attempt to interpret
statutes, regulations, plan documents, or policy materials. Rather, the Contractor shall refer, in

~wiiting, all quastions regarding & policy interpretation to the contact designated by the State

within one (1) business day of discovery of the issue in question.

Approvad OIR/PCM 02/16/10 Page 1 of 83
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A24

A3

A3,

A3.2

A33.

A3.4.

A.3.5.

The Contractor shall possess and maintain fuli Pharmacy Benefit Management accreditation
status with URAC, formerly the Utilization Review Accreditation Commission, during the entire
term of this contract.

Plan Implementation

The pharmacy benefit for the Public Sector Plans wiil take effect and be fully operational thirty
(30) days prior to the “go-live” date specified in Contract Section A.30. (Project
Deliverables/Milestones).

The Contractor shall implement the systems required to process all Public Sector Plan pharmacy
claims and all other services described herein. The Contractor shall work with the State to
ensure that the program satisfies the functional and informational requirements as outlined by
this Scope of Services, by the State and in the Plan Document.

The Contractor shall provide a dedicated full-time implementation team. All of the Contractor's
implementation team members shali have participated, as team members, in the implementation
of pharmacy benefit services for at ieast one other iarge employer {i.e. employers with pharmacy
plans covering at least 100,000 lives). The Contractor's implementation team shall include a full-
time licensed Pharmacist dedicated to this contract, and a full-time Account Manager dedicated
to this contract, who wlil be the main contact with the State for all of the day-to-day matters
relating to the implementation and ongoing operations of the contract. Also, the Contractor shall
assign an Information Systems Project Coordinator (i) to serve as backup to the Account
Manager and (ji) to coordinate activities among the Contractor and the State's existing vendors
and all the internal and external participating and affected entities. The Account Manager should
be dedicated fuil-time to this implementation project. Other implementation team members should
be available as needed during the implementation but should be dedicated full-time to this project
at least 60 days prior to go-live and one month after go-live.

All key Contractor project staff shall attend a project kick-off meeting at the State of Tennessee
offices in Nashviile, TN within the first thirty (30) days after the contract start date. State project
staff shall provide access and orientation to the Public Sector Plans and system documentation,
as requested by the Contractor.

The Contractor shali provide a project implementation plan to the State no later than thirty (30)
days after the Contract start date. The plan shall be electronically maintained, daily, in Microsoft
Excel or Microsoft Project. The plan shail detail all aspects of implementation, which includes all
tasks with deliverable dates necessary to satisfactorily install the program no later than the go-
live date specified in Contract Section A.30. (Project Deliverables/Milestones) and a description
of the members on the transition team and their roles. The plan shall include a detailed timeline

~ description of all work to be performed both by the Contractor and the State. This plan shall

require written approval by the State. At a minimum, the implementation plan shali provide
specific details on the following:

a. |dentification and timing of significant responsibilities and tasks;

b. Names and titles of key implementation staff;

¢. lIdentification and timing of the State’s responsibilities;

d. Data requirements (indicate type and format of data required);

e. Data conversion plan including procedures for testing the conversion data:
f.

Identification and timing for the testing, acceptance and certification of receipt of
State’s eligibility through Edison;

- @. Identification and timing for testing and certification of claims payment ard -
reconciliation process;

h.  Drug formulary development consistent with the State pharmacy benefit;
i. Plan member communications;
j- Schedule of in-person meeting and conference calis;

Approved OIR/PCM 02/16/10 Page 2 of 83
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REDACTED

k. Transition requirements with the incumbent health plans; and

| Staff assigned to attend and present (if required) at annual transfer/ educational
sessions.

A.3.6. The Contractor shall schedule an implementation meeting on-site at the State of Tennessee
offices in Nashville, TN no later than sixty (80) days prior to the pharmacy benefit go-live date.

A.3.7. The Contractor shall provide for a comprehensive operational readiness review (pre
Implementation audit) by the St nd/or i ast sixty (60) days prior to the
pharmacy benefit go-live dataMhe comprehensive readiness review
to ensure the plan design, ellgibllity and financial contract terms have been set up correctly. Such

review by the State, and/or its designee, may include, but not be limited to, an on-site review of

the Contractor's operatlonal readiness for all services required in this contract (e.g. claims
processing and payment, customer services, Contractor staff education, website development,

etc.). The review may also Include desk reviews of documentation that includes but is not limited
to: ’

a. Interview Guide;

b. Pollcy and Procedures Manual;

c. Information systems; and

d. Any and all dellverables required under this Contract.

A.3.8. Atits discretion, the State may conduct an additional, pre-implementation review of the
Contractor's progress towards fulfilling the IT and telecommunication technology requirements of
this Contract.

A.3.9. Contractor shall participate In all readiness review activities conducted by State staff and/or the
State's designee to ensure the Contractor’s operational readiness for all services required in this
contract. The State will provide the Contractor with a summary of findings that may include areas
requiring corrective action prior to the pharmacy benefit go-live date. The Contractor shall ensure
that the State has the opportunity to thoroughly test the system prior to the go-live date and that
any findings Identified by the State are resolved prior to the go-live date.

A.3.10. The Contractor shall host one or more officials of the State (or agents of the State) onsilte at its
Call Center during the week preceding and/or the three weeks following the pharmacy benefit go-
live date. These officlals will help to coordinate activities with Benefits Administration staff and
the Call Center. The State will be responsible for the costs of travel, food, and lodging for these
officials as well as providing their own laptop computers with all necessary software required to
access State of Tennessee services and systems available only via the State Intranet. The
Contractor shall provide onsite workspace and access to a telephone; fax, copy machine, and
internet connection.

A.3.11. The Contractor shall conduct status meetings concerning project development, project
Implementation and Contractor performance at least bi-weekly during Implementation and dally
for the first month following the go-live date, uniess otherwise approved by the State. Thereafter,
all ongoing operational meetings shall be conducted on a State specified schedule, but shall
occur no less than once a month. Such meetings shall be either by phone or on-site at the offices

of the State, as determined by the State and shall incl

~A.3.12. No later than forty-five (45) days post-implementation, the State will complete an Implementation

~ Performance Assessment, which will be provided by the Contractor. This assessment will be
used to document the State’s satisfaction with the implementation process.

A4.  Staffing

Approvaed OIR/PCM 02/16/10 Page 3 of 83
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A4.1.

A42.

A.43.

A44.

A45.

A.48.

AA47.

A4.38.

A4.9.

A.4.10.

- (10y business days in advance, or as soon as the Information Is availabie, of proposed ¢changes -

The Contractor shail provide an ongoing dedicated, fuil-time Account Team that can provide daily
operationai support as weil as strategic planning and analysis. All members of the Account Team
shall have previous experience administering pharmacy benefits for large employers (i.e.
employers with over $250 million in pharmacy benefits ciaims annually}. The Account Manager
and the Chief Pharmacist should be dedicated fuii-time to the State throughout the fuil term of the
contract. It Is acceptable for other account team members (IT, Communications, etc.) to manage
other responsibilities in addition to serving the State.

The Account Team shall be available for consultation with the State during the hours of 8:00 a.m.
to 4:30 p.m. Central Standard Time, Monday through Friday, as required to fuifill the scope of
services specified in this Contract.

The Contractor shall designate a dedicated fuil time licensed Chief Pharmacist as a member of
the ongoing account team. This individual shall have over 5 years experience working at the
executive level for a PBM and shall have the responsibility for providing the State with clinical
pharmacological advice in the review and development of a specific formulary for the State Plans,
pharmacy benefit design and utilization review activities to include Prior Authorization (PA), Step
Therapy and other innovative approaches to managing the prescription drug benefits for the
Public Sector Pians.

The Contractor shall designate a dedicated fuil time Account Manager as a member of the
ongoing account team. The Account Manager shall be a member of the implementation team in
order to ensure a seamiess transition from implementation to ongoing operations.

The dedicated Account Manager shall have the responsibility and authority to manage the entlre
range of services discussed In this Contract and shail respond promptly to changes in benefit
plan design, changes in claims processing procedures, or general administrative problems
Identified by the State.

At a minimum, the Account Manager shail meet In person with the State once a month and more
often if required by the State. At its discretion, the State may aliow the Contractor to participate in
such meetings by teleconference.

The Contractor shall survey the State annualiy during the contract period to determine the State's
satisfaction with the ongoing account team.

The Contractor shail train all Contractor staff and sub-contracted staff regarding ali appilcable
aspects of the Pubiic Sector Plan Pharmacy Program. The State may approve or disapprove the
Contractor's Subcontractors or its staff assigned to this Contract prior to the proposed staff
assignment. All Subcontractors must be approved by the State in writing prior to the performance
of any work required under this contract. These requirements shail bé applied to Contractor staff
and subcontracted staff directty providing core PBM services that touch or affect the member,
benefit or process such as pharmacy help desk and ciaims processing and does not apply to staff
providing tertiary services such as janitorial, office supplies or printing.

The State may direct the Contractor to replace staff members or subcontractors providing core
PBM services, as It deems necessary and appropriate. The decision of the State on these
matters shail not be subject to appeal.

Key personnel commitments (i.e. Implementation or Ongolng Account Manager and Chief
Pharmacist) made in the Contractor's proposal shaii not be changed uniess the Contractor
receives prior written approvai from the State. The Contractor shall notlfy the State at ieast ten

and shall submit justification (inciuding proposed substitutions) in sufficient detall regarding
education and experience equal to previous staff to the State to evaluate the impact upon the
Contract. The decision of the State on these matters shall not be subject to appeal.
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A4.11.

A4.12.

A.4.13.

A.4.14.

A.5.
A.51.

A5.2

A.5.3.

A5.4.

A5.5.

““productloh for aperiod greater than 18 minutes. The Contractor shall 486 provide the State ™ -

If any key positions become vacant, then the Contractor shall provide a replacement with
commensurate experience and required professional credentials within sixty (60) days of the
vacancy unless the State grants an exception to this requirement in writing.

For matters designated as urgent by the State, the Contractor shall provide a response to the
State within four (4) hours during normal business hours as iisted in A.4.2. During non-business
hours the Contractor shall provide a response to the State within twenty-four (24) hours. Staff
members, from the respective business unit, with final declsion making authority shall provide
responses.

The Contractor shall participate in review meetings with the State on a monthly basls for the first
six (8) months of the contract, and quarterly thereafter. In these meetings, the Contractor's
account team and the State wiii review the operations and financial performance of the Public
Sector Plan pharmacy benefit. These meetings will take place at the State of Tennessee offices
in Nashville, TN. However, at its discretion, the State may allow the Contractor to participate in
such meetings by teleconference.

For its work under this Contract, the Contractor shall employ no employees or contract with
subcontractors that are on the U.S. Department of Health and Human Services' Office of
Inspector General (OIG) exclusions list uniess the Contractor receives prior, written approvai
from the State.

Polint-of-Sale Claims Adjudicatlon (for Retall, Mall Order, and Speclalty Pharmacy)

The Contractor shall provide an integrated, electronic retail, mail order and specialty pharmacy
Point-of-Sale (POS) claims processing system that can meet the needs of the State and the
Public Sector Plans, as outlined by this Scope of Services.

The Contractor shall provide system design, modification, development, Implementation and
operation for the Pubiic Sector Plan POS system, which uses the specified, current National
Council for Prescription Drug Programs, inc. (NCPDP) format. The Contractor's POS system
shall ailow it to interface with the existing pharmacy “switch” networks that connect pharmacy
providers with the Contractor's system.

The POS system shall automate the entire pharmacy claims processing system and shall price
and adjudicate claims online and in real time. The POS system shall adjudicate and process all
retail, specialty and mail order electronic point of sale and paper claims incurred during the term
of the contract in strict accordance with the State Pharmacy Benefits as contained in the State
Plan Document, which is located on the State’s website.

(www.state tn.us/finance/ins/publications.html)

The Contractor shall Pfoces_percent- of POS ciaims on a dai
basis within[Jlllseconds. For this calculation the number of claims processed withini

seconds during each twenty-four (24) hour period shall be the numerator and the number of
claims processed during each twenty-four (24) hour period shall be the denominator. To measure
compliance with this standard, the Contractor shall measure for each claim the time from when
the claim is received by the Contractor’'s processor to the time the results are transmitted from
the Contractor's processor. The Contractor's measure shall reflect the time required for al
procedures required to complete claim adjudication.

The Contractor shail notify the State’s Project Manager, via e-mail and phone, immediately upon
knowledge of unscheduled or unapproved downtime involving more than ten percent {10%) of

updates at regular intervals during a sustained downtime. The State will be presented with
recovery options as appropriate. Upon full system recovery, the Contractor shall provide the
State with a System Downtime Analysis describing root cause issues and actlons to mitigate
future downtime occurrences. '
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A58,

ALT.

A.5.8.

A5.9.

A.5.10.

A SN

Enrolled network pharmacy providers such as retail pharmacies, specialty pharmacies, outpatient
hospital retail pharmacies and mail order pharmacies will be responsible for submitting member
claims through point-of-sale telecommunications devices. However, the Contractor shall also
process paper claims within thirty (30) days of receipt when submitted by members or for
members on behalf of a prescriber.

The Contractor shall ensure that retail network claims submitted by network pharmacy providers
will be paperless for the members. The Contractor's agreement with network pharmacy
providers shall obligate the network pharmacy providers to submit claims directly to the
Contractor.

Regardless of the architecture of its Systems, the Contractor shall develop and be continually
ready to invoke a business continuity and disaster recovery (BC-DR) plan. The BC-DR plan shall
encompass all Information and Communications Technology as defined in this Contract. At a
minimum the Contractor's BC-DR plan shall address the following scenarios:
a. Central and/or satellite data processing, telecommunications, print and mailing
facilities and functions therein, hardware and software are destroyed or damaged;

b. System interruption or failure resulting from network, operating hardware, software,
communications infrastructure or operational errors that compromise the integrity of
transactions that are active in a live system at the time of the outage;

c. System interruption or failure resulting from network, operating hardware, software,
communications infrastructure or operational errors that compromise the integrity of
data maintained in a live or archival system; and

d. System interruption or failure resulting from network, operating hardware, software,
communications infrastructure or operational errors that does not compromise the
integrity of transactions or data maintained in a live or archival system but does
prevent access to the System (i.e., causes unscheduled System Unavailability).

The Contractor shall provide the State results of the most recent test of its BC-DR plan thirty (30)
days prior to the go-live date. [n the event no such test has been executed or the resuits were
not satisfactory to the State, then the Contractor shall periodically, but no less than annually, test
its BC-DR plan through simulated disasters and lower level failures in order to demonstrate to the
State that it can restore System functions per the standards outlined in this Section of the
Contract.

In the event that the Contractor fails to demonstrate in the tests of its BC-DR plan that it can
restore system functions per the standards outlined in this Contract, the Contractor shall submit
to the State a Corrective Action Plan that describes how the failure will be resolved. The

- Contractor shall deliver the Corrective Action Plan within ten (10) business days of the conclusion

A5.11.

A5.12.

A5.13.

of the test.

The POS claims system shall fully integrate the PA and Step Therapy programs, as described in
sections A.10.10 and A.10.11, and have edits to verify eligibility, the current formulary, and claim
completeness as claims are submitted.

The Contractor shall confirm eligibility of each member on the basis of enroliment information
provided by the State, which applies to the period during which the charges were incurred
quarterly basis, the Contractor shall accurately process a minimum o ercen
of claims either filed directly by members and/or their prescriber(s), in accordance with the
Liquidated Damages section (Contract Attachment B) of this contract. The Contractor shall

---provide Publio-Sector Plan pharmacy-services only to eligible members.- The Contractor shall

track member utilization across all participating pharmacy providers (i.e. retall, mail, and
specialty) and shall report member utilization to the State at the State’s request.

The POS system shall generate a claim pay status of pay, suspend, or deny. The system shall
allow a pharmacy to initiate a reversal (void) of a submitted claim. The telecommunications
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system supporting the POS function shall be avaliable for claims submissions by pharmacies
twenty-four (24) hours-a-day, seven (7) days-a-week (except for regularly scheduled
separately approved downtimes) and shall be accessible and operational no iess tharh

ﬁpercent -af this time. Network pharmacy providers are responsibie for purchasing
POS hardware, software and all telecommunications linkages. The Contractor shall require all
participating network pharmacy providers to have the POS function.

A.5.14. The Contractor shall apply a unique identification number to each claim and any supporting
documentation. The Contractor shall use said identification number to recognize the claim for
research or audit purposes. The Contractor shall ensure that ali claims have been processed to
completion (e.g. approved or denied). The Contractor shall ensure that safeguards are in place to
protect the confidentiality of member information.

A.5.15. At the polint of sale, the Contractor shall identify and deny claims that contain invalid provider
numbers. Pharmacy providers shall submit claims and be identified by their individual and
specific Natlonal Provider Identification numbers (NPI). Prescribers shall be identified on all
pharmacy claims by their specific NPI or Drug Enforcement Agency (DEA) numbers, or any other
identifying number as required by the State or HIPAA.

A.5.18. The Contractor shall Identify and deny claims (unless specifically instructed differently by the
State) that contain National Drug Code (NDC) numbers including non-covered drug codes, iess-
than effective (LTE) drug codes based on the Drug Efficacy Study Implementation (DESI), drug
codes which are identical, related or similar (IRS) to DESI drugs and any terminated or obsolete
drug codes. Such claims shall reject with situation specific messaging and error codes.

A.5.17. Upon conclusion of this contract, or In the event of its termination or cancellation for any reason,

the Contractor shall be responsible for the processing of all claims |
ers rendered during the period of this contract
nd according to the pharmaceutical price quot i i e

harmacy expense was incurr: ponsibie for the payment of

he claims run out period shall
commence the last six (6} months of the contract term unless otherwise directed by the State
{e.g. beginning 1/1/15 through 6/30/15). in the event of its termination or cancallation for any
reason, the Contractor shall be responsible for the processing of all claims incurred for pharmacy
claims incurred during the prior term period of this contract. The Contractor shall process incurred
claims in one of the two following ways: (1) in the event of a premature contract termination, for
sx (8) months following the termination date of the contract; or (2) in the event of a normal
contract termination, for the last six (6) months of the term of the contract.

A.5.18. The Contractor shall maintain a dedicated toll-free number to support system operations. Thls
Help Desk shall be avallable twenty-four (24) hours a day, seven days a week to respond to
questions and problems from pharmacy providers regarding system operations and claims
inquiries. The Contractor shail supply all the required Information systems, telecommunications,
and personnel to perform these operations. The Contractor's Help Desk and Help Desk
representatives/operators shall be located in the United States.

A.5.19. The Contractor shall process all of the State's claims on the same plétform during the term of this
Contract and shall not transition the State from the clalims adjudication platform that they are
implemented onto during the term of this contract without prior written approval by the State.

A8.  Claims Payment and Reconciliation

-~ "A.6.1. - The Contractor shall-adjudicate claims as payable only If sald clalms are (i) for eligible members

() for approved services (lil) dispensed by In-network pharmacy providers and (iv) and In
accordance with the payment rules and other policies of the State. The State will only pay for
approved and correctly pald claims, not for rejected or reversed clalms. Out of network claims
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AB.2.

A8.3.

AB.4.

AB.5.

A.B.6.

AB.7.

AB.8.

A7.

A7.1.

AT72

A7.3.

shall be paid via direct member reimbursement for (i) eligible members (ii) for approved services
(iii) and in accordance with the payment rules and other policies of the State.

The Contractor shall pay the claim or advise the provider that a submitted claim is: (1) a "denied
claim” (specifying ail reasons for denial); or, (2) a claim that cannot be denied or allowed due to
insufficient information and/or documentation (specifying alt information and/or documentation
that Is needed from the provider in order to allow or deny the claim). An incomplete claim may be
resubmitted with the information necessary to complete the claim. This resubmission shall
constitute a new claim only for the purpose of establishing a timeframe for claims processing.

The Contractor shall provide a quarterly report to demonstrate the level of [ NN
pricing, as required.in Section A.8.3.

The Contractor shall be responsible for ensuring that any payments funded by the State are
accurate and in compliance with the terms of this contract, including the Liquidated Damages
sectlon (Contract Attachment B) of this contract; agreements between the Contractor and

roviders; a and federal laws and regulations. Clalms payment accuracy shall be
ierce or higher. :

The Contractor shall notify the State within thirty (30) days of a retroactive termination of all
claims paid on behalf of the affected plan member during the period covering the retroactivity.
The State will require the Contractor to assist the State in the recovery of claims.

For the payment of all claims under this contract, the Contractor shall issue payments in the form
of checks and/or Automated Clearing House (ACH) electronic funds transfer against the
Contractor’s own bank account. The Contractor shall maintain security and quality controls over
the design, printing, and mailing of checks, as well as any fraud prevention features of checks.
Additional requirements related to payments are listed in Section C.3 of the Contract.

jesin T e within fourteen (14) calendar
percenwf “clean” claims and within thirty

of claims.

The Contractor shall reimburse netwo
days of claims receipt for no less tha
(30) calendar days of claims receipt for

Pharmacy Network

The Contractor shall establish and maintain its broadest available national pharmacy provider
network and a statewide Any Willing pharmacy provider network of retail, 80-day-at-retail, mail
order, and specialty pharmacies. The network shall be adequate to provide covered pharmacy
services and pharmacy location sites available and accessible in accordance with the Terms and
Conditions as set forth by the State and in compliance with Tennessee Code Annotated Section
5§6-7-2359. The Contractor shall provide this said network through the entire term of the contract,
including term extensions.

The Contractor shall execute pharmacy provider agreements with Any Willing pharmacy
providers for retail, maii and specialty pharmacies that maintain all federal, state and local
licenses, certifications, and permits, without restriction, required to provide pharmaceutical

services and shall comply fully with all applicable laws and regulations.

The Contractor shall provide a list of pharmacies participating in the retail, 90-day-at retail, malii,
and specialty networks on the Contractor's website at least thirty (30) days prlor to the go-live
date. The Contractor shali update the list at least quarterly.
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A.7.4. The Contractor shall not require the State to mandate the use of mail order pharmacies.

A.7.5. Retall Network:

A7.51.

The Contractor shall maintain under contract a network of pharmacy providers to provide the
covered services such that in urban areas, at Ieas-:ercen& of Public Sector
Plan members, on average, live within five (5) mi retail p y participating in the
Contractor’s network; in suburban areas, at leas percent of Public Sector Plan
members, on average, live within ten (10) miles il pharm Icipating in the
Contractor's network; and in rural areas, at least ercen of Public Sector
Plan members, on average, live within fifteen (15) miles of a retail pharmacy participating in
the Contractor's network. The Contractor shall justify and document all exceptions, which
are subject to prior written approval by the State.

A.7.8. 90-day-at-Retail Network:

A7.8.1.

In accordance with Any Willing Pharmacy Act (codified at TCA § 56-7-2359), the Contractor
shail allow any willing network retall pharmacies in Tennessee that agree with the
Contractor's terms and conditions for mall order pharmacy to participate in a 90-day-at-retalil
network.

A.7.7. Mail Order Network:

AT7.71.

A7.7.2

A7.73.

A7.74.

A7.7.5.

A7.78.

AT7.77.

The mail order ph shall possess sufficient staff and facilities capable of maiiing
ercent or more of all Public Sector Plan member prescription orders filled
from " : ipti uiring intervention within three (3) business days
mmemenm of all prescriptions mailed to eligible Public
Sector Plan members shall be dispensed w e correct drug strength and dosage form.

The mail order pharmacy shall possess a current license to dispense controiled drugs
(Schedule 2, 3, 4 and 5 substances).

The Contractor's mail order pharmacy will not be required to dispense prescriptions for
greater than a one hundred two (102) day supply of covered drugs, per prescription or refill,
subject to the professional judgment of the dispensing pharmacist, limitations imposed on
controlled substances, and manufacturer's recommendations. Prescriptions may be refitied
providing the prescription states that refills remain. All prescriptions will be filled in
accordance with Tennessee state laws and reguiations.

The Contractor shall guarantes tha

The Contractor shall guarantee that the AWP applied to malil order claims must be the actual
Nationai Drug Code-11 of the package size dispensed.

The PBM mall order service shail inform the member, the prescriber, and the State if it
substitutes products that will result In a member co-pay or pian cost that is greater than the
co-pay or plan cost that would have been incurred had the prescription been dispensed as
written. The Contractor shall only engage in such substitutions when there are widespread
marketplace drug availability issues with the more cost effective product, if there is a
member safety issue or if there Is a drug interaction or efficacy issue.

The mail order pharmacy shall communicate to the member, by phone or e-mail, any delays,
beyond three (3) business days, in delivery of prescriptions. Members shall be pqtlﬂgd of_“ .

“such delays withiln tvanty-four (24) hours of the discovery of the delay.

The mail order pharmacy shall provide members refunds for monies owed back to them
instead of maintaining credits at the mail facility.
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A.7.7.8. _

A7.7.8. The Contractor shall obtain open refill files from the State's current mail order vendors if
avallable.

A.7.7.10.  The Contractor shall maintain a secure website supporting the mail order function, which
allows members to access their pharmacy claims and request and pay for refills online. Said
website shall be operational no later than thirty (30} days prior to the go-live date.

A.7.8. Specialty Network:

A7.81. The speclalty pharmacy network shall be the preferred pharmacy provider of certain drugs. N
The speclaity pharmacy network shall guarante
nd possess unigue clinical

monitoring, member assistance, and distribution capabilities.

A.7.82. The Contractor or other third-party specialty pharmacy that has a written arrangement with
the Contractor may provide specialty drugs. The Contractor shall add new specialty
products and the pricing for these products to the iist of specialty drugs only after providing
written notice the State.

A.7.8.3. Unless otherwise directed by the State, the Contractor shall evaluate additions to its
"specialty drug list” using the criteria that the Contractor provided as an explanation in the
Contractor's proposal, unless the State approves an alternative approach in advance and In
wrlting.

A78.4. Unless otherwise directed by the State, the Contractor shall iimit specialty drugs to a thirty
(30) day supply, which it shall provide exclusively via specialty network pharmacies.

A.7.8.5. The contractor shall guarantee that the AWP applied to specialty claims will be the actual
NDC-11 of the package size dispensed.

A.7.9. The Contractor shall lock members who meet the Contractor's lock-in guidellnes into just one
network pharmacy and one prescriber. The Contractor’s lock-in guidelines shall be provided to
the State for approval during plan implementation. The State and the Contractor shall work
together to determine appropriate operational policies and procedures to handle emergency
situations as they arise.

; A.7.10. The Contractor shall annually provide the State with a GeoNetworks® report showing service and

geographic access for the retall network, the 90-day-at-retail network and the specialty network, if
applicable. The State will review the pharmacy network structure and shall inform the Contractor
in writing of any deficiencles. The State and Contractor shall then mutually develop a plan of
action to correct said deficiencies within sixty (60) days from the date the Contractor was first
notified of the problem.

A.7.11. The Contractor shall generate and deliver to the State, within ten (10) business days of the end of
each contract quarter, a Quarterly Network Changes Report. This report shall include all
additlons to the network and ail pharmacies no longer participating in the network, as well as a
reason for the removal.

. A8 Formulary Management =

A.8.1. The Contractor shall design, develop, implement, administer and maintain the Public Sector Plan
formulary, which shall include FDA approved drugs that have been evaluated for inclusion by the
Contractor's Pharmacy and Therapeutics (P&T) Committee. The Contractor shall be the
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exclusive formulary administrator for the prescription drug benefit delivered under this contract
during its term.

A.8.2. On the date the Contractor assumes full responsibility for the pharmacy benefits program, the
Contractor shall assume responsibility for administering and maintaining the formulary, including
the State’s existing PA criteria and clinical programs.

A.8.3. After receipt of the State’s written approval the Contractor shall Implement thei -
Thi iiniiactor shall allow formulary customizations at the State’s request

including the ability to add over-the-counter (OTC) products.

A.8.4. The Contractor shall monitor Public Sector Plan formulary compliance, report compliance
information to the State quarterly, and provide suggestions for Improving formulary compliance.

A.8.5. The Contractor shall implement changes to the formulary, Step Therapy, PA and other clinical
edit requirements within thirty (30) days of the State's approval or request. Additional time,
beyond thirty (30) days may be granted with the state’s prior written approval. Changes shall
include modifications to the POS system and all supporting systems and documents. The
Contractor shall notify pharmacy providers and affected plan members in writing at least fiteen
(15) business days prior to the implementation, unless the Contractor and State mutually agree to
a shorter notification time. The State must provide prior written approval for all pharmacy provider
and member notifications.

A.8.8. The Contractor shall not implement or administer any program that results in the therapeutic
switching of members from lower net cost products to higher net cost products. The only
exceptions, which much receive approval from the State prior to implementation, inciude
widespread marketplace drug availability issues with the more cost effective product, member
safety or efficacy issues.

A.8.7. Final decisions for inclusion or exclusion from the Public Sector Plan formulary shall be at the
sole discretion of the State.

A.8.8. Formuiary Design and Development:

A.8.8.1. Based on recommendations by the Contractor's P&T Committee, the Contractor shall design
the Public Sector Plan formulary to (i) maximize the prescribing and dispensing of safe and
clinically effective drugs within each therapeutic class that are the most clinically effective as
weli as the most cost-effective (ii) focus on moving the more costly drugs, net of rebates,
which do not have any significant clinical or therapeutic advantage over others in their class
to a higher formulary tler (in ceptain | ces, these drugs may be excluded from the
formulary) and (lii) ensure that ’cenipr more of mail order and 90-day at
retail prescriptions ancjjjjipercen r more of retail prescriptions for multi-source
drugs will be dispensed with a generic product. If there is widespread shortage of some
generics, the corresponding brands can be counted as single source brands for purposes of
this calculation. The exact drugs identified, as well as the time period for which this shortage
existed, and the documentation to support the shortage should be provided to the State to
allow exclusion of these drugs.

A.8.8.2 The Contractor's P&T formulary review process shall be an evidence-based review of
clinical guldelines and medical literature to identify which agents and classes of drugs shall
be included on the formulary. Within the classes of drugs determined to be included on the
formulary, the Contractor shall determine which drugs within each class are safe, ciinlcally

- effective; cost rational and providé equivalent clifical dutcomes. The Comimittee's™ ™
recommendations for inclusion on the formulary shall be based on a thorough review of
clinical effectiveness, safety, and heaith outcomes, foliowed by an analysis of the relative
costs of the drugs in each class under consideration. The Contractor shall, at the State’s

request, provide the State documentation describing the formulary review process, logic and
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methodoiogy utliized by the Contractor's P&T Committee. The Contractor may submit a
summary description of the methodology utilized by Contractor's P&T Committee, however,
the State retains the right to request additional information from the Contractor.

A.8.8.3. The Contractor shaii identify therapeutic aiternatives and opportunities for savings and
report these opportunities at the quarterly review meetings with the State. The Contractor
shail aiso present recommendations at the quarterly review meetings concerning therapeutic
categories that should be avoided with regard to inciusion on the Public Sector Plan
formuiary, if applicable.

A8.8.4. The Contractor may modify drugs included on the formulary as a resuit of factors including,
but not iimited to, medical appropriateness, manufacturer rebate arrangements, and patent
expirations. The Contractor shali notify the State of modifications to the formulary, which wiii
include a statement as to the reason for the modification. in the event that one of the top
twenty drugs (by prescription voiume) utilized by eligible members is being removed, the
Contractor shall provide a more detaiied anaiysis justifying the proposed removali of the drug
from the formuiary inciuding financial analysis, member disruption analysis and member and
pharmacy provider communication strategy.

A.8.8.5. Upon review and approval by the State, the Contractor shall Impiement formuiary
management programs, which may inciude cost containment initiatives, such as therapeutic
interchange programs; communications with eligibie members, participating pharmacies
and/or physicians (inciuding communications regarding generic substitution programs); and
financial incentives to participating pharmacies for their participation.

A8.8.86. The Contractor shall design, deveiop, impiement, administer and maintain a listing of
quantity limits for certain preferred and non-preferred drugs. The Contractor shall base this
list on therapeutic best practices (current clinical guidelines) or opportunities to reduce the
cost of the most appropriate dosage form. The Contractor shail inciude drugs and quantities
on the quantity limits listing in the formuiary documents and shali code these limits and
pharmacy messaging into the POS system.

A.8.8.7. The Contractor shali, in cdliaboration with the State, coordinate its formulary deveiopment
~ process and criteria with the Contractor’s ciinical program requirements (PA, Step Therapy,
etc.) to ensure consistent processes and minimize member or prescriber impact.

A.8.8.8. The Contractor shall ensure that the Pubiic Sector Pian pharmacy program and POS system
include provisions for the dispensing of an emergency supply (i.e. early refili, member lost
prescription, vacation supply, dose increase, etc.), as described and determined by the Pian
Document.

A9.  Benefit Coverage/Plan Design

A.9.1. The Contractor shail support and administer the foliowing if requested by the State:
a. Updated benefit pian design;

Co-pays/Co-ingurance at retail, 90-day-at-retail, maii and speciaity;
Mixed co-pays at retaii and mail (fixed doliar + %);
Minimum/Maximum amounts with co-insurance;
Annual Out-Of-Pocket maximums per person and per family;
Out-Of-Pocket maximum per Rx;

“Deductibles on brand name drugs oniy;
Deductibles based on network (deductibie appiies to 30-day retali oniy);
Therapeutic Ciass "Maximum Allowable Charges":

Therapeutic co-pays/co-insurance for specific drug classes such as asthma and
diabetes;

Te o ao0uU

— -

Approved OIR/PCM 02/16/10 Page 12 of 83

CONFIDENTIAL

CMKO000014



k. Co-pays/Co-insurance based on previous drug triais (e.g., higher co-pay if claims
history does not inciude triai of first-line/preferred drug/drug ciass);

i.  Co-pays/Co-insurance based on piace of service (e.g., incentives to use preferred
retail pharmacies, speciaity pharmacies, etc.);

m. Co-pays/Co-insurance dependent on member's behavior (e.g. enroliment or
stratification levei in a disease management program); and

n. Co-pays/Co-insurance on the days supplied (e.g., a maii ciaim processed for a thirty
(30) day supply).

o. Adjudication of pharmacy administrative fees and claims for the deiivery of
medications typically paid under medicai benefits, such as vaccinations.

A.10. Clinical Programs

A.10.1.  The Contractor shaii utilize prescription drug claims data to enhance:
a. Drug utilization review;
b. Pharmacotherapy adherence initiatives;
¢. Therapeutic management initiatives; and
d. Gaps in care analysis

A.10.2.  The Contractor's ciinical program offering shaii include:
a, An evidenced-based approach;
b. Compiiance (poor adherence);
c. Utiiization management programs;
d. information avaiiabie via the web:
e. Outcomes data (savings and member impact); and
f.  Custom programs based on the State's specific utilization

A.10.3. The Contractor shali provide ciinicai management utilization programs specific for speciaity
drugs/seif-administered injectabie medications. A ciinician shalii be avaiiabie, through the
speciaity network pharmacy, to patients taking speciaity medications twenty-four (24) hours a
day, seven (7) days a week.

A.10.4.  Uniess otherwise directed by the State, the Contractor shail implement, no iater than ninety
(80) days after the go-iive date, pharmacotherapy adherence programs for the foilowing
conditions: asthma, diabetes meliitus, chronic obstructive puimonary disease, hypertension,
and conditions requiring speciaity pharmacy products and services. The Contractor's
pharmacotherapy adherence programs shalii target both members (e.g., by maii, email, and/or
phone contacts) and providers (e.g., providing profile information, iist of members with unfilied
scripts or refilis, etc.). The Contractor shail design pharmacotherapy adherence programs
proven to: optimize the heaith status of members, therefore reducing the need for high cost
medical intervention; assist members in obtaining prescriptions promptiy; assist members in
taking prescriptions as prescribed in terms of dose, dosing interval, and duration of treatment;
identifying factors that decrease adherence; assisting members in understanding the
importance of adherence; and working with physicians to eliminate factors decreasing
adherence such as compiicated dosing or unaffordabie medications.

A.10.5.  The Contractor shali provide a written report quarteriy to the State which detaiis the number
and type of pharmacotherapy adherence interventions (inciuding summary Information by age,
~'séx,"cohdition, pian type, etc. and detalied breakouts by uniqua member). THe Cohtractor shall
also provide its estimates of the State's return on investment (ROI) for each of the
pharmacotherapy adherence programs. if the ROI does not equai the State's investment, the
Contractor shali work with the State to make improvements to the programs that impact the
ROI.
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A.10.6.

A10.7.

A.10.8.

A10.8.

A.10.10.

A.10.10.1.

A.10.10.2.

A.10.10.3.

A.10.10.4.

The State reserves the authority to “carve out” any of the pharmacotherapy adherence
programs during the term of the contract upon a ninety (90) day notice to the Contractor. If the
State notifies the Contractor of Its intention to exercise this option, the Contractor shall remain
responsible for the performance of the pharmacotherapy adherence programs up to the go-
live date of the carve-out. Contractor fees (Contract Section C.3) will be adjusted due to this
reduction in service requirements.

The Contractor shall provide a Therapeutic Substitution and Generic Dispensing Program with
provisions for written, phone, and/or face-to-face contact with prescribing physicians and plan
members in order to advise them of the potential saving resulting from substituting a costlier
drug with a lower cost medically appropriate alternative drug. The Contractor shall report
results of the program to the State on an annual basis. The Contractor shali receive approval
from the State prior to implementing member-targeted activities.

The Contractor shall guarante imum annual increase in generic utilization of no less
than ercent for the first three (3) years of the contract and no less
than ercent or the last two (2) years of the contract.

The Contractor shail only communicate with members about pharmacotherapy alternatives or
alternative places of service when a change wili save both the member and State monies (net
of co-pays). ~

Step Therapy

The Contractor shall administer and maintain a Step Therapy program that promotes the
use of the most cost-effective drug therapy for a specific indication, regardless of drug
class.

At the State's request, the Contractor shall implement a Step Therapy program, targeting
all brands, for the foliowing drug classes: Proton Pump Inhibitor's (PP!s), Angiotensin II
Receptor Blockers (ARBs), Angiotensin-Converting Enzyme (ACE) Inhibitors, Cholesterol
lowering medications, Antidepressants, Antihyperlipidemics, Pain (Rheumatolid
Arthritis/Osteoarthritis), Antlasthmatics, and Narcotic and central analgesics. At the State's
request, additional drug classes may be targeted for Step The i

term of the contract and shall be implemented by the Contracto i
members using PPIs prior to the go-live date shall not be subject to the PPi Step Therapy
program (l.e. they will be “grandfathered” in).

As the formulary is re-evaluated and/or expanded, the Contractor shall develop proposed
Step Therapy criteria for non-preferred drugs and certain preferred drugs and present
those criterla to the State for review and input (e.g. Non-steroidal Anti-inflammatory
Drugs). The Contractor shall base these recommendations on therapeutic best practices
and drive utilization to the most cost effective agents or classes.

The Contractor shall describe the drugs and the criteria included in the Step Therapy
program on all formulary documents. The Contractor shall code these criteria into the
POS system such that the system shail have an edit on all drugs in the target classes that
pharmacy providers submit for dispensing. Before the new drug may gain approval
through a PA, the Contractor shai! review the claims history of prior use of a more cost-
effective drug and approve the PA only if such evidence is present.

'A10.11.7 7 Prior Authorization (PA) 7 7

A.10.111. The Contractor shall fully disclose, in writing, all PA criteria and procedures to the State
during plan implementation.
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A.10.11.2. The Contractor's POS system shall determine whether a prescribed drug requires PA and

if so, ensure that the member received the necessary approval prior to authorizing the
transaction and iermittinﬁ relmbursement. All PA services_

A.10.11.3. The Contractor shall ensure that Call Center staff evaiuate-ercent F

of all urgent PA requests and notifies the prescribing physician within twenty-four

hours, in writi ia phone o] Contractor shall ensure that the Call Center staff
evaluatesMarcenmf all non- urgent PA requests and notifles the
prescribing physician within forty-eight hours, in writing or via phone or fax. The

Contractor shall implement an agreed upon set of edits and PA criteria on the go-live date.

Additional PA edits may be implemented at the State’s direction at any point during the
term of tis Contrc:

A.10.11.4. The Contractor shall submit a quarterly PA report, which includes PA statistics including,

but not limited to the number of PAs submitted, the number approved and denied and the
purpose of the PA (clinical edit, emergency override, etc.).

A.10.12. The State has the ability to "opt-out" of any clinical program.

A.10.13. Prior to implementing any program or service for which the Contractor receives external

funding, the Contractor shall disclose the details of such program and such sources of
external funding to the State. The State shail have the authorlty to opt-out of any such
program that the State determines is not in the best interest of its members.

A.10.14, The Contractor shall support the State’s efforts to develop a Medication Therapy

A1,
A11.1.

A11.2

A113.

Management (MTM) program. Such assistance shall include providing requested member
pharmacy data, communicating with and educating participating network pharmacies, and
assisting in the identification of members who should receive MTM services.

Prospective/Concurrent Drug Utllization Review {DUR)

The Contractor shall furnish a fully automated Prospective/Concurrent Drug Utilization Review
system that meets all appiicable state and federal requirements. The DUR function shall meet
minimum federal DUR regulations as well as the addltional specifications in Contract Section
A.11. and be flexible enough to accommodate any future edit changes required by the State. The
Contractor shall recommend to the State, annually at review meetings, new DUR edits that
improve quality and reduce pharmacy program costs.

Prior to authorizing claims and permitting reimbursement, the Contractor’s system shall provide
DUR services that apply State-approved edits to all claims. The edits shali provide clinically
appropriate information described in section A.11.3 to the dispensing pharmacist.

The Contractor's PQS system shall apply the results of DUR processing in the claim adjudication
process. Ciaims that reject as a result of DUR processing shall include situation specific
messaging and error codes that enable the pharmacy provider to take appropriate actions. The
Contractor may use an existing DUR package which meets all appiicable state and federal
requirements but shall make any modifications required by the State. The Contractor's system
shall include the following minimum DUR features at installation:

a. jal Drug Pr entifi - The Contractor's system shall perform

automated DUR functions. The system shall automatically identify and report issues

" to the pharmacy provider including, but not limited to:
i. Probiems that Involve potential drug overutilization;
ii. Problems that involve therapeutlc duplication of drugs when the submitted
claim is associated with other drugs or historical claims identified for a given
member;
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A2,

A2.1.

iii. Probiems that invoive drug use contraindicated by age, gender and presumed
diagnosis codes on historicai ciaims for a given member;

iv. Problems that invoive drug use contraindicated by other drugs on current or
historical claims for a given member (drug-to-drug interactions);

V. The levei of severity of drug-to-drug interactions;

vi. Potentiaily incorrect drug dosages or a change to the quantity per prescription
to ensure the most cost-effective strength is dispensed;

vii. Potentiaily incorrect drug treatments;

vili.  Potential drug abuse and/or misuse based on a given member’s prior use of

the same or related drugs; and

ix. Early refiii conditions and provide, at the drug code ievel, the ability to deny
these claims. The Contractor shail customize refiii-too-soon edits.

POS Pharmacy Provider Cance! or Ovarride Response to DUR Messages — Prior to

the final submission of POS pharmacy ciaims, the Contractor’s system shaii
automaticaily generate DUR messages in a manner that shail enable a pharmacy
provider to cancel submission of the claim or to submit it if it is a message that can
be overridden by the pharmacy.

Fiexibie Parameters for Generation of DUR Messages - The Contractor's system
shall have the abiliity to transmit new or revised DUR messages and to define the
DUR criteria that activate these messages.

DUR Member Profile Records - The Contractor's system shaii provide and maintain
member profiles for DUR processing of submitted ciaims. The Contractor shali base
member profiles on presumed diagnoses from pharmacy claims and other data
avaiiable.

Digsease/Drug Therapy Issues Screening - The DUR system shall have the capability
to screen for drug therapy concerns by specific drugs relative to high-risk diseases,
to inciude but not iimited to: cardiovascular disease; diabetes; psychiatric disease;
and respiratory disease.

Patient Counseling Support - The Contractor's system shalil present DUR resulits to
pharmacy providers in a format that supports their ability to advise and counsei
members appropriately.

Retrospective Drug Utllizatlon Review (Retro-DUR)

The Contractor shall provide a Retrospective Drug Utilization Review (Retro-DUR) program
supported by licensed clinical pharmacists. The Contractor shaii deveiop, maintain and update a
set of evidence-based clinicali criteria, which the Contractor shali use to detect potential problems
such as poly-pharmacy and reiated over-utiilzation, underutiiization, drug-to-drug interactions,
therapeutic dupiications, incorrect drug dosage and duration of treatment, possibie fraud and
abuse issues, and other instances of inappropriate drug therapy as may aiso be related to a
member’'s age or disease state. The Contractor's Retro-DUR system shal:

a. Provide provider practice analyses that inciudes identification of key performance

indicators such as generic dispensing rate, controlied substances, formulary
compliance, etc.;

Trend providers’ prescribing habits and identify those who practice outside of their
peers’ normy,

identify patients who may be abusing resources through poly-pharmacy utilization
patterns or visiting multiple providers;

“Identify patients with excessive use of controlied substances or other highly abused

medications;

Produce reports that detail patient and prescriber trends and that identify potentiai
quality of care problems and/or potential fraud and abuse; and
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A12.2.

A12.3.

A12.4.

A12.5.

f.  Have in place an intervention process and a system for tracking prescriber response
to the interventions.

The Contractor shall utilize the evidence-based clinical criteria to conduct quarterly prescriber
and member profile reviews. The State and the Contractor shall mutually agree on the number of
member and prescriber profile reviews to be conducted at the quarterly review meeting. The
Contractor will notify the State in writing of the focus of, and methodology to be used in, the
profile reviews at least thirty (30) days prior to the initial review start date.

The Contractor shail complete quarterly prescriber and member profile reviews and distribute
results/interventions, as recommended by the Clinical Pharmacist, to prescribers within ninety
(90) days of the end of the quarter. The Contractor shall implement Interventions designed to
address problems identified during profile reviews. These interventions may include mailings,
phone calls, faxes, or face-to-face visits. Other interactions may occur after receiving approval
from the State. Mailings shall consist of an intervention letter to the prescriber and/or pharmacy
provider detailing the reason for the letter, the purpose of the intervention and providing
educational Information. Member profile(s) iilustrating the potential problem and suggesting
corrective action may also be included. The State will approve any summaries, correspondence
or other documents produced as a result of the review process prlor to their distribution.

The Contractor shall maintain a system capable of tracking all interventions and determining cost
savings related to the specific interventions.

DUR and Retro-DUR Reporting

A.12.51.  The Contractor shall have a quailfied DUR Clinical Pharmacist, dedicated to the Public

Sector Plan, prepare presentations and attend meetings with the State to present DUR and
Retro-DUR data, findings, utilization, and recommendations for improvement. Such
presentations shall occur up to four (4) times annually, as requested by the State. The
Contractor shall present, at a minimum, the following reports/information for each of the
State sponsored plans, which shall convey rolling twelve (12) month trends. The State and
the Contractor shall revlew the Contractor's methodology and develop a mutually agreeable
process to calculate the savings associated with each clinical edit following contract award.

a. Utillzing-members data;
b. Utilization by age demographics;

c. Utilization by top twenty (20) therapeutic classes determined both by number of
claims and by payment amount;

d. Top twenty (20) drugs as ranked by claim count and by total payment;

e. DUR data including totals of DUR messages sent and savings associated with the
top twenty (20) drugs associated with each DUR edit;

f.  Retro-DUR reviews, summary of the interventions and estimated cost savings
information as assoclated with both member and provider profiie review and
Interventions;

g. Distribution of Clinical Alerts as prepared monthly by the Contractor's Clinical
Management staff; and

h. Any additional reports included in the Contractor's standard DUR reporting package.

A.125.2. The Contractor shall report quarterly the outcomes of the Retro-DUR initiatives. The

Contractor’s system shall track the impact of DUR initiatives by comparing specifled data

_elements pre- and post-intervention. At the State's request, the data elements tracked will

vary according to the focus of study and/or type of intervention employed and may include,
but shall not be limited to:

a. Drug change within a sixty (80) or ninety (90) day perlod of the intervention, or within
another time period as otherwlse directed by the State;

b. Total number of drugs pre- and post- intervention;
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c. Change in dose/dosing frequency of medication within a sixty (80) or ninety (90) day
period of intervention or within another time period as otherwise directed by the
State;

d. Dally dose of drug In questlon pre- and post-Intervention;

e. Assessment of various interactions (as relevant to the activity) pre- and post-
intervention which may include drug-to-drug interactions (e.g., number of drugs
identified and severity index), pregnancy interactions, disease state interactions,
therapeutic duplilcations, allergy interactions, and age-related medication problems;

f.  Compliance with national guidelines (e.g. percentage of patients with CHF on beta-
blocker, diuretic, etc.) depending on the disease state targeted by the Retro-DUR
initiative;

g. Generic medication utilization;

h. Emergency supply frequency;

l.  Formulary compiiance; and

J. Patient adherence as deflned by medicatlon possession ratio.

A.13. Financials

A.13.1. Other than those addressed in this contract, the Contractor shall not collect any additional fees,
rebates, premiums, or revenue from the State of Tennessee.

A.13.2. Ingredlent Cost

A13.2.1.

A1322,

A13.23.

A.13.2.4.

A.13.2.5.

A.13.28.

A.13.27.

The Contractor shall guarantee the AWP used to price claims wili be the one assoclated with
the actuai NDC-11 submitted by the pharmacy, and used to fill the prescription. The
Contractor shall communicate any exceptions to this rule (e.g., compound prescriptions,
etc.) to the State in writing and such exceptions shall be mutually agreed upon by both
partles. This requirement applies to retail, mail order and speciaity.

The Contractor shall guarantee that in the event there are changes in the marketplace to the
baseline measure used for the ingredient costs of drugs (e.g. AWP) the Contractor shall
adjust accordingly to provide an equivalent price so as to maintain the parties’ relative
economics. The Contractor shall provide notice to the State and the conversion shall be
agreed upon in writing before any changes are made. :

The Contractor shall apply a MAC-lis i -at.r
harmacies for. generic medications.
he Contractor shall use the same MAC list for network
pharmacies and the State and shall provide the most current MAC list to the State on a
quarterly basis in a spreadsheet format.

The Contractor shall utilize a brand/generic indicator based on data elements available from
only one nationally recognized source like First DataBank, Medi-Span, etc. unless a change
in the indicator wii lower the price for the State or the State agrees that the change Is
acceptable.

The Contractor shall guarantee that actual reimbursement rate to network pharmacies for
A iharmﬁﬁﬁtiﬁ!_.. e I e

The Contractor shall apply “lowest-of-pricing” logic at retail, mail, 90-day-at-retail, and
specialty pharmacies, which means that the pian and plan members will pay the lesser of (i)
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co-pay/co-insurance, (i} contracted rate (discounted average wholesale price (AWP)), or
maximum allowable cost (MAC), if available) plus dispensing fee or (jii) Usual and
Customary (U & C). In no event will the member or plan cost share be greater than the
contracted cost.

A13.2.8.  The Contractor shall not charge.a minimum co-pay/co-insurance for any mail, retall, 90-day-
at-retail, or speclaity pharmacy claims.

A‘ 1 3.2‘9‘ _

A.13.2.10. The Contractor shall provide, during the first quarter of each calendar year, an annual
reconciliation between the average network discounts achleved and the guaranteed average
discount amounts for retail, 90-day-at-retail, mall and specialty for the previous calendar
year.

A.13.3. Dispensing Fees

A.13.3.1.  The Contractor shall provide, during the first quarter of each calendar year, an annual
reconciliation between the dispensing fees paid and the guaranteed maximum average
dispensing fee amount for the previous calendar year. '

A.13.3.2.  The Contractor shall adhere to the additional requirements related to dispensing fees listed
In Section C.3 of the Contract.

A.13.4. The Contractor shall adhere to rate guarantee requirements listed In Section C.3 of the Contract.

A.14. Pharmacy Rebates

A.14.1. Any actlons, approved by and Implemented at the request of the State, which negatlvely affect
the Contractor's guaranteed rebate amounts, may result in a contract amendment to the
Contractor's guaranteed rebate amount. The Contractor shall substantiate the proposed

adjustment, and the State must approve the adjustment through a contract amendment. The
Contractor shall cooperate with the State by providing any requested documentation to the State,

which may be necessary to substantiate the adjustment.

A.14.2. The Contractor shall adhere to the additional requirements related to pharmacy rebates listed in
Section C.3 of the Contract.

A.15. Market Check Provision
A15.1.
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A.16. Data Integration and Technical Requirements

A.18.1. The Contractor shali maintain an electronic data Interf

When the Contractor requires

g exchar 2 the State of Tennessee, the State
requires the use of second level authentication. This is accompilshed using the State’s standard
software product, which supports Public Key Infrastructure (PKl). The Contractor shall design a
solution, in coordination with the State, to connect to the State’s Secure File Transfer Protocoi
(SFTP) server using a combination of the password and the authentication certificate. The Initial
sign-on and transmission testing will use a password. Certificate testing may aiso be performed
during the test cycie. Subsequent production sign-on will be done using the authentication
certificate. The Contractor wili then download the file and decrypt the file in its secure
environment. The State of Tennessee uses pubiic key encryption with Advanced Encryption
Standard (AES) to encrypt PHI. if the State adopts a different or additional encryptlion standard
or tool in the future, the Contractor is expected, with adequate notice, to cooperate with the State
to maintain the security of protected information according to all applicabie State and Federal
standards.

v,

A.16.2. Notwithstanding the requirement to maintain enroliment data, the Contractor shaii not initiate data
changes to the system without the State’s approval. This prohibition shail inciude, but not
necessarily be limited to: Initiation, termination, and/or changes of coverage.

A.18.3. At least thirty (30) days prior to the go-live date specified In contract section A.30, the Contractor
shall ioad, test, verify and make available online for use the state's eligibliity information. The
Contractor shali certify, In writing, to the State that the Contractor understands and can fuily
accept and utilize the eligibiiity files as provided by the State.

A.18.4. The Contractor shali maintain, in its computer system, in-force enroliment records of ali Pubiic
Sector Plan members. Specifically, the Contractor shall perform the foilowing tasks:

A.16.4.1. Daily Enroliment Update: To ensure that State pian members’ enroliment records remalin
accurate and complete, the Contractor commits to retrieve, via secure medium (see A.16.1),
daily enroiiment data electronic transfer files from the State, in the State’s Edison 834 file
format (see Contract Attachment C), for members who are maintained in the State’s Edison
System [files will inciude full population records for all members and wiil be in the format of
ANSI ASC X12.84, Benefit Enroliment and Maintenance (834), version 004010X095A1, with a
few fields being customized by the state).

A.16.4.2. The Contractor shaii compiete and submit to the State a Daily File Transmission Statistics
Report (format to be provided by the State), within twenty-four (24) hours of receipt of the file.
The Contractor shall submit this report via emali to designated State staff.

A.18.4.3. The Contractor and/or its subcontractors, as applicable, shaii post -arcent
of electronical i enroli Updates within one (1) business day of recelpt of the
daily file and ercentnwshall be posted within three (3) business days of
receipt of the daily fiie.

~~A:16.4.4:- The Contractor and/or its subcontractors, as applicable, shall resolve ali discrepancies
identified by the processing of the enroliment file within five (5) business days of receipt of the
file from the State. The State and the Contractor shali work to develop a process for responding
to invalid or non-processed records.
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A.16.5.

A16.5.1.

A.16.6.

A.16.7.

A.18.8.

State Enroliment Data Match: Upon request by the State, not to exceed four (4) times annually,
the Contractor shall submit to the State, In a secure manner, Its fuil file of State members, by
which the State may conduct a data match against the State's Edison database. The purpose
of this data match will be to determine the extent to which the Contractor is maintaining its
database of State members.

The State will communicate resuits of this match to the Contractor, inciuding any Contractor
requirements, and associated timeframes, for resolving the discrepancies identified by the data
match.

The Contractor shall reconcile, within ten (10) working days of receipt, payment information
provided by the State. Upon identification of any discrepancies, the.Contractor shali
immediately advise the State.

The Contractor shall maintain a duplicate set of all records relating to the pharmacy payments
in electronic medium, usable by the State and Contractor for the purpose of disaster recovery.
Such dupiicate records are to be stored at a securs, fire, flood, and theft- protected facllity
located away from the storage iocation of the originals. The Contractor shali update dupiicate
data processing records, at a minimum, on a daily basis and shall retain sald records for a
period of sixty (60) days from the date of creation. At the end of the contract term or upon
notice of termination or cancellation of this contract prior to the term date, the Contractor shall
convey the original and the duplicate data processing records medium and the information they
contain to the State on or before the date of termination or cancellation.

The Contractor shaii transmit, in a secure manner as approved by the State, prescription drug
claims data to the State's current health care decision support system (DSS) vendor and, if
directed by the State, to the Department of Finance and Administration, Office for Information
Resources in the format detailed in RFP Appendix 7.8 DSS Vendor Flie Format, orin a

iilii”y agreed upon format. The data feed(s) shall be provided

A.16.9.

A.16.10.

A.16.11.

A.16.12.

he Contractor shall transmit the claims data, via a mutually agreed upon secure
methodology no iater than fifteen (15) days following the end of the calendar quarter, or more
frequently as mutualiy agreed to by both partles during, and foilowlng, the term of this contract
until ali ciaims incurred during the term of this contract have been paid. The Contractor shall
ensure that all claims processed for payment have complete NDC codes, valid provider
identifications, and other identifying variables as contained in the file layout In RFP Appendix
7.8 - DSS Vendor File Format.

The Contractor shali adhere to the additionai requirements related to the State’s DSS vendor
listed In Section C.3. of the Contract.

For each quarter of the contract term, and any extensions thereof, ciaims data shall meet the
quality standards detailed in the Liquidated Damages section of this contract, as determined by
the State’s heaith care decision support system vendor.

The Contractor shall provide transmittai of pharmacy data via secure medium to any additlonal
third parties including the State’s Third Party Administrator(s) (TPAs), Heaith Management
contractor(s), Mentai Heaith/Substance Abuse contractor(s) or others as identified by the State.

Unless otherwise directed by the State and provid in
Contractor's systems, the Contractor shall provide ata feeds of
pharmacy ciaims to the third parties during the term of the contract ang fo owing the term of

this contract until all claims incurred during the term of this contract have been paid. This data

shall be provided in the format specified by the State.

The Contractor shali ioad all current PAs, overrides, and open refiils (mail and retail) that exist
for current members from ali existing PBMs no later than thirty (30) days prior to the go-iive
date.
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A.16.13. The Contractor shall accept at least one (1) year of historical data from each current PBM
contractor. This includes, but Is not limited to, pharmacy claims history, provider data, recipient
data, preferred drug list, PAs, refills, lock-In and reference data. If requested, the data will be
used to transfer prescriptions to the Contractor's mall and specialty pharmacy.

A.16.14. The Contractor shall store claims data online for a minimum of twenty-four (24) months post-
adjudication, or for a period of time as otherwise approved by the state.

A.16.15. The Contractor shall agree to transfer to the State, within sixty (60) days of notice of
termination, all required data and records necessary to administer the plan(s)/program(s),
subject to state and federal confidentiality consliderations. The transfer may be made
electronically via secure medium, In a flle format to be determined based on the mutual
agreement between State and the Contractor. : :

A.17. HIPAA Compliance

A.17.1.  The Contractor shall maintain staff responsible for ensuring HIPAA compliance and resolving
HIPAA Issues related to this contract.

A17.2.  The Contractor shall ensure that the electronic data processing (EDP) environment (hardware
and software), data securlty, 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 Accountablliity Act of 1996 (HIPAA), Public Law 104-191. Sald
standards shall include but not limited to the requirements specified under each of the following
HIPAA subsections:

National Individual Identifier
Claims attachments

Natlonal Health Plan Identifier
Enforcement

« Electronic Transactions and Code Sets
« Privacy

« Security

« Natlonal Provider identifier

« Natlonal Employer identifier

The Contractor 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 Portabllity and Accountability Act of 1996.

A.18. Privacy & Confidentiality

A.18.1.  These privacy and confidentlality standards apply to all forms of assistance that the Contractor
provides.

A.18.2.  The Contractor shall develop, adopt, and Implement standards, which are, at a minimum,
compliant with the HIPAA statute and the HIPAA privacy and security rules in 45 Code of
Federal Regulations Part 184, to safeguard the privacy and confidentiality of all Protected
Heaith Information (PHI) about members. For example, the Contractor shall ensure that it
does not have compieted forms containing PHI sitting in public view, left in unsecure boxes or
fiies, or ieft unattended in any off-site location (e.g., in an automoblle, etc.). The Contractor's
procedures shall Include but not be limited to safeguarding the identity of members as plan
members and preventing the unauthorized disclosure of PHI. The Contractor will comply with
the HIPAA amendments in the American Recovery and Reinvestment Act, Public Law 111-5,
and any implementing regulations when they become effective.

== --AA8.3. - -~ The-Contractor shall not-use or-further disclose protected-health-information (PHI) other than - -

as permitted or required by HIPAA and the Business Associate Agreement; or as required by
law. Use of PHI for payment, treatment, or healith care operations may include disclosure only
as permitted by HIPAA, including when such information is strictly necessary to resolve the

Issue or concern under discussion and the person has adequate permission or legal authorlty
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to review such information. In the absence of exigent clrcumstances, the Contractor shall not
disclose any member's PHI to another business associate for pecuniary galn unless the State
specifically authorizes such disclosures in advance and in writing.

A.18.4.  The Contractor shall use appropriate safeguards to prevent the unauthorized use or
disclosure of the PHI. Contractor shall report to the State any unauthorized use or disclosure
of the PHI.

A.18.5.  The Contractor shall mitigate, to the extent practicable, any harmful effect that is known to the
Contractor of a use or disclosure of PHI by the Contractor in violation of the requirements of
the federal privacy rule.

A.186.  The Contractor shall provide access to PHI in a "designated record set” in order to meet the
requirements under 45 CFR §164.524.

A.18.7.  The Contractor shall make any amendment(s) to PHI in a "designated record set" pursuant to
45 CFR §164.5286.

A.18.8.  The Contractor shall document such disclosures of PHI and information related to such
disclosures as would be required to respond to a request by an individual for an accounting of
disclosures of PHI In accordance with 45 CFR §164.528.

A.18.9.  The Contractor shall (f) implement administrative, physical, and technical safeguards that
reasonably and approprlately protect the confidentiality, Integrity, and availability of the
electronic PHI that It creates, receives, maintains, or transmits, (ii) report to the State any
security incident (within the meaning of 45 CFR § 164.304) of which the Contractor becomes
aware, and (iii) ensure that any Contractor agent, including any subcontractor, agrees to the
same restrictions and conditions that apply to the Contractor with respect to such information.

A.18.10. The Contractor shall not sell Public Sector Plan member or prescriber information.unless it is
aggregated blinded data, which is not identifiable on a client or member basis. The Contractor
shall not use member or prescriber identified or non-aggregated information for advertising,
marketing, promotion or any activity intended to influence sales or market share of a
pharmaceutical product. The Contractor shall comply with all privacy and security
requirements of the Health Insurance Portabiiity and Accountability Act of 1996.

A.19. E-Prescribing

A.19.1. The Contractor shall provide services offered through SureScripts, which Include formulary look-
up, prescription medication history and true electronic prescribing.

A.19.2. The Contractor, through its connection to SureScripts, shail make available, _o any
licensed heaith care providers and organizations authorized by the State and providing services
in the state, a complete prescription medication history.

A.20. Provider Education

A.20.1. The Contractor shall develop and implement ongoing, broad-based educational programs and
notificatlon processes for the Public Sector Plan prescriber and pharmacy provider community.
The Contractor shall design these programs and processes with the goal of improving awareness
of Public Sector Plan pharmacy program policles and procedures and increasing formulary
compliance rates. Semiannual educational initiatives shall include, but not be limited to:

"~ —pharmacy provider and prescriber latters, formiulary distribution, POS maessaglng, training™ "

sessions, website postings of the formulary and other educational materials. The Contractor shall
Implement agreed upon communication strategies through direct involvement with prescribers
and pharmacy providers via a combination of site visits, telephone support, internet-based
application, and direct mail. No later than thirty (30) days prior to the go-live date, the Contractor
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A.20.2.

A.20.3.

A.20.4.

A.20.5.

A.208.

A.21.

A21.1.

A.21.2,

A21.3

A.21.4.

A.21.5.

shall submit educatlonal plans and recommended training sessions to the State for review and
approvai. »

Educatlonal topics shall include, at a minimum: PA crlteria and processes; how to access and
use the formulary; POS edits; Step Therapy criteria and processes; quantity level limits; and
specialty medication processes.

The Contractor shall ensure that all prescribers and pharmacy providers have timely and
complete informatlon about all drugs on the Public Sector Plan formulary. The Contractor shall
make such information available through written materials, Internet sites, and electronic personal
data assistants (PDA).

The Contractor shall develop and produce letters and other program materials to be shared with
prescribers and pharmacy providers. Such materials shall contain information related to the
operation of the Public Sector Plan pharmacy program. The Contractor shall prepare and
malntain a document suitable for printing or posting to the State website, which provides the
formulary and all applicable drug PA criteria including Step Therapy algorithms. The Contractor
shall obtain prior written approval from the State for all materials.

The Contractor shall distribute all PA Call Center toll-free telephone numbers, facsimile numbers,
web addresses and e-mail addresses, as well as the appropriate mailing address for PA
requests, at all prescriber and pharmacy provider training sessions and education programs.

Annually, the Contractor shall offer recommendations to the State regarding provider education.
Appeals

The Contractor shall maintain a formal two (2) ievel grievance procedure, by which members and
providers may appeal decisions and disputes regarding pharmacy administration and pharmacy
benefit coverage. The Contractor shall comply with the appeals provislons set forth in the State’s
Plan Document. Certain pharmacy Issues are not appealable inciuding, but not iimited to, co-
pay/co-insurance amounts, formulary declsions, and network coverage. The Contractor may
subcontract the grievance procedures to an Independent Review Organization.

At least thirty (30) days prior to the go-live date, the Contractor shall provide to the State two {2)
written copies describing in detail the Contractor's grievance procedures. The State reserves the
right to review the procedure and make recommendations, where appropriate.

The Contractor shail decide pre-service appeals within thirty (30) days and post-service appeals
within sixty (60) days. The Contractor shall offer an expedited appeals process. If a denial of
coverage or authorization can reasonably be expected to prevent a covered Individual from
obtalning urgently needed medicatlons, then a request for an expedited consideration may be
submitted by the member, their duly authorized representative or treating physician. The
Contractor shall determine if the request quallfies for an expedited review and shail respond with
seventy-two (72) hours.

The Contractor shall include notification of a member’s right to appeal in any member
communications regarding pharmacy benefit coverage decisions.

The State sponsors an appeal process avallable to members of self-insured plan optlons after the
Contractor's appeal process has been exhausted. The Contractor shall have the appropriate
qualified professionals available to participate in the State appeal process and be available to

- attend-the State appeals meetings when requested by the State: The Contractor shafl havea - -

qualified individual available to provide support to the State Appeals Coordinator in the research
and deveiopment of appeals.
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A.21.6. The Contractor shall respond to all inquiries in writing from the State within one (1) week after

A22

A221.

A222.

A22.3.

A22.4.

A.22.5.

A.22.6.

A227.

A.22.8.

A.22.9.

A.22.10.

A22.11.

A.22.12.

receipt of said inquiry. in cases where additional information to answer the State’s inquiry Is
required, the Contractor shail notify the State immediately as to when the response can be
furnished to the State.

Customer Services

The Contractor shali operate and maintain a dedicated toli-free customer service phone iine
manned by quaiified benefits specialists for State Pubiic Sector Plan member and pharmacy
provider inquiries twenty-four (24) hours a day, seven days a week. Contractor personnel shail
be trained to answer questions regarding ail aspects of the State’s pharmacy benefit inciuding,
but not iimited to, eiigibiiity, pian design, participating pharmacies, ciinical programs,
pharmacotherapy adherence programs, maii order pharmacy, and the speciaity network. The
Contractor’s toli-free customer service line shali be open and staffed with trained staff at iast
two (2) weeks prior to go-live. The dedicated toii-free customer servuce phone number shaii
become the property of the State of Tennessee u is Contract. The
Contractor shall transfer said number to the Stat such that the State or
its designee can maintain this same number for continuous, uninterrupted use by members
needing assistance with pharmacy services after the termination of this Contract.

The Contractor’s Caii Center and Cali Center representatives/operators shalii be iocated in the
United States.

The Caii Center shalii have cail management systems and communications infrastructure that
can manage the potentiai cali voiume and achieve the performance standards described in
this Contract.

The Contractor's cali management systems shali be scaiabie and flexibie so they can be
adapted as needed, within negotiated timeframes where applicabie, in response to program,
benefit or enroliment changes.

The Contractor's calii center shail be equipped with TDD (Telephone Device for the Deaf) or
TTY (Teietype) in order to serve the hearing impaired popuiation.

The Contractor's Caii Center shaii have at ieast one member services representative who is
bilinguai in Engiish and Spanish availabie twenty-four (24) hours a day, seven days a week.

The Contractor’s caii center shali answer, by a person, _percen_af calis

within five (5) minutes (300 seconds).

Thi iiiiriiiir shall malntain an Average Speed of Answer (ASA) of iess tharj i NNTGTGTGIN

nd after the cail is answered the Contractor may oniy put cailers on hoid in
order to (a) make outbound cails as necessary and (b) to research a caiier’s issue.

The Contractor's Cali Center shall maintain a blocked call rate of less thanjjiiifbercent [}
per quarter.

The Contractor’s Cali Center shali maintain an Abandoned Cail rate of not more thar{jjjjjJj
percent

The Contractor shaii provide customer service/cali center statistics for Pubiic Sector Pian

. members to the State on a quarterly basis. .

The Contractor’s cail management systems shail provide greeting messaging when
necessary. The Contractor may play canned music for the cailers while they are on hoid; the
Contractor shali also play messages about pharmacotherapy adherence, ciinical programs
that the State has adopted, the Tobacco Quitiine, and other subjects as approved by the
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A.22.13.

A22.14.

A.22.15.

A.22.16.

A.22.17.

A.22.18.

A.22.19.

- A2220.

State. The Contractor shall not play advertising or informational messages for callers while
they are on hold unless approved in advance and in writing by the State (or the State dlrects
the Contractor to play certaln messages). Additionally, the Contractor's systems shall provide
a message that notifies callers that calls may be monltored by the Contractor and the State for
quality control purposes.

The Contractor's call management system shall record and index all cails such that the
Contractor can easily retrieve recordings of individual calls based on the phone number of the
caller, the caller's name, the date/time of the call, or the Call Center representative who
handled the call. The Contractor shall provide a full recording of each call upon the State's
request, using only the member's name or identifier to locate the call(s).

The Contractor shall have the ability to allow the State to monitor calls from a remote location.

The system shall transfer calls to other telephone lines as necessary and appropriate,
including transfers to Benefits Administration's Service Center and other externai Call Centers,
as designated by the State.

The Contractor may use an automated interactive voice response (IVR) system for managing
inbound calls, provided that the caller aiways has the abllity to leave the IVR system and wait
in queue in order to speak directly with a llve-voice representatlve rather than continue
through addltional prompts. The Contractor’s decision tree and menu are subject to State
review and approval.

The Contractor shall inform callers of their likely wait times as they enter the queue.
Additionally, the Contractor shall have voice-mail capabillties such that Callers can record
messages when all Call Center representatives/operators are occupied tending to other
callers. The Contractor shall also provide a “dial back” option that allows callers to recelve a
call back from the next avallable Call Center representative. Note that calls recsiving a call
back pursuant to this provislon are not counted as "abandoned.”

The Contractor shall have the ability to make outbound calls without interrupting the ability of
callers to continue to access the Call Center.

The call management system shall enable the logging of all calls, including:
a. The caller's identifying information (e.g., employee ID);
b. The call date and time;

c. The reason for the call (using a coding scheme approved by the State in advance
and in writing);

d. The Call Center representative/operator that handled the call:
e. The length of cail; and

f.  The resolution of the cali (and if unresolved, the actlon taken and follow up steps
required).

Additionally, the call management systems shall maintain a history of correspondence and call
transactions for performance management, quality management and audit purposes. This
history will contain the actual information, a date/time stamp that corresponds to when the
transaction took piace, the origin of the data management transaction (the State and/or one of
its Agent(s), the Customer, etc.) and the Contractor representative/operator that processed
the transaction.

“The Contractor shall provide members and pharmacy providers with an option on the toll-free

telephone number to immediately consult with a licensed pharmaclst between the hours of
7am - 7pm CST Monday through Friday. Outslde of the hours of 7am — 7pm CST Monday
through Friday, members and pharmacy providers will have an option to receive a call back
from a pharmacist within one (1) hour. This Help Desk shall be avallable twenty-four (24)
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A22.21,

A.22.22.

hours a day, seven days a week to respond to questions and probiems from pharmacy
providers and members. The Contractor shall supply all the required information systems,
telecommunications, and personnel to perform these operations.

The Contractor’s customer service representatives shall have access to an application, which
allows them to review aiternative drug therapies (i.e., formuiary status, generic aiternatives
available, etc.) and run "test claims" for members who may request this information.

complaints, and problems. The Contractor shall answer, in writing, *;ercent

written (mall and e-mall) Inquiries from members concerning requested information, including
the status of claims submitted and benefits available through the pharmacy program within
five (5) business andij < cot I ithin ten (10) days.

The Contractor shall maintain a full service staff to respond to inquiries corresponden_ﬂ
f

A.23. Member Communication/Materlals

A23.1.

A.23.2.

A.23.3.

A.23.4,

A.23.5.

A.23.8.

A23.7.

A.23.8.

A.23.9.

The Contractor shall, in consultation with and following approval by the State, print and
distribute all pharmacy benefit member enroliment materials such as I.D. cards, welcome
packets, network directories, letters, administrative forms and manuals.

Uniess otherwise specified, the Contractor || N (< i< to the
design, development, revision, printing, and distribution of ali materials that are required to be
produced under the terms of the Contract. The Contractor shail ensure that up-to-date
versions of all printed materials can be downioaded from its website. This provision exciudes
enroliment forms, which are the State's responsibliity.

At the State’s request, the Contractor shall notify members, in writing, of any pharmacy benefit
plan changes (i.e. changes to co-pays/co-insurance, formulary changes, etc.) no less than
thirty (30) days prior to the Impiementation of the change.

Postage and production costs incurred by the Contractor, which are the direct resuit of
communicati it plan changes that have been Initiated by
the State uch costs shall be bilied on a monthiy
basis to the State in addition to regular invoices and shalil include substantiating
documentation, Including a line-item description of the postage and production costs incurred
by the Contractor.

The Contractor shall ensure communications sent to members are specific to the State's pian
design. Exemption of incidental pieces such as newsletters and heaith promotional pieces will
be considered by the State If the Contractor guarantees that pieces will be generic in nature
and do not address State Plan eligibility issues or specific coverage Issues.

The Contractor shall have the exciusive responsibliity to write, edit, and arrange for ciearance
of materials (such as securing fuli time use of a stock photograph used in brochures for
perpetuity) for any and all materials contemplated under this Contract.

The Contractor shall distribute materials that are culturally sensitive and professional in
content, appearance, and design.

All materials produced by (or at the direction of) the Contractor for use in the course of this
Contract are subject to prior, written approval by the State. The Contractor shaii provide the
State with draft versions of all materials at least fourteen (14) days prior to planned printing,

--assembly- and/or distribution (including web posting). -The Contractor shall not distribute any o

materials until the State issues written approval to the Contractor for the respective materials.

The Contractor shall provide electronic templates of all finalized materials in a format that the
State can easily alter, edit, revise, and update, as well as hard copy.
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A.23.10.

A.23.11.

A.23.12.

A.23.13.

A.23.13.1.

A.23.13.2.

A.23.13.3.

A.23.14,

A.23.15.

The Contractor shall, to the extent practicable, use relatively large and legible fonts in Its
materials. Additionaily, the Contractor shall make maximum use of graphlcs to communicate
key messages to populations with limited literacy or limited English proficiency. The
Contractor shali also prominently display the Call Center's telephone number in large, bolded
typeface and hours of operation on all materlals.

Unless otherwlse approved In advance by the State, the Contractor shall deslgn all printed
materials at the sixth (6.0) grade reading level or lower using the Flesch-Kincald index or other
suitable metric that the State approves in advance and in writing. The Contractor shall
evaluate materials using the entire text of the materlals (except return addresses). When
submltting draft materials to the State for approval, the Contractor shall provide a certlfication
of the readlng level of each piece of material.

The Contractor shall update printed and Web-based versions of all materials no less than
quarterly. However, the Contractor ghall produce corrected versions of the individual
materials at the State’s directlon. Reimbursement for member materials containing an error,
which were approved by the State, shall occur as outlined In Section C.3 of the contract.

Member Identffication Cards

The Contractor shall provide eligible members with identificatlon cards and shall
establish a process that allows enrollees to request replacement cards. The cost of
creating and malling 1.D. cards shall be*

Initial member identlfication cards must be mailed to all ellgible members no later than
twenty-one (21) days prlor to the go-live date. Thereafter, 1.D. cards shall be mailed to
eligible members no later than ten (10) days from receipt of the new enroliment or

change In enroliment. Identification cards shall contain unlque identifiers for each
member; such identifler shall NOT be the member's Federal Social Security Number.

Upon request by the State, the Contractor shall be able to process pharmacy claims
using a state-asslgned or TPA-assigned ID number on a TPA-issued card in lleu of a
separate, PBM-assigned number on a PBM-Issued card. The requirements for
processing such pharmacy clalms using a state-assigned or TPA-assigned ID number on
a TPA-issued card shall be no more onerous on or costly to the member, the provider,
the TPA(s), and/or the State than the requirements for processing such claims using the
PBM-assigned ID number on a PBM-assigned card.

On an annual basis, at least two months prior to the State's annual transfer period, the
Contractor shall provide to the State, In electronic format, information regarding the pharmacy
benefit. Such information shall Include a network list, toll-free customer service number,
website, website logon Information, information on the retall, 80-day-at retail, mall, and
specialty networks, current formulary, clinical program policles and procedures (Step Therapy,
PA, etc.), a confidentlality statement, procedures for accessing services, and other updates
and/or changes that may be helpful to the State's members.

The Contractor shall mail a welcome packet to all members no later than twenty-one (21) days
prior to go-live. Thereafter, all members shall receive a welcome packet within ten (10) days of
receipt of thelr enrollment In the Public Sector Plan pharmacy program. The welcome packet
shall Include, at a minimum, an I.D. card, a network list, toll-free customer service number,
website, website logon Information, information on the retail, 80-day-at retail, mall, and

-~ speclalty-networks;-current-formulary, clinical program policies and procedures (Step Therapy,

A.23.18.

PA, etc.), and a confidentiality statement.

The Contractor shall use first class rate for all mailings, unless otherwise directed by the State.
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A24.
A.24.1,

A242.

A.24.3.

A24.4.

A24.5.

Webslte

The Contractor shall have available an up-to-date website dedicated to the State's Public Sector
Plan pharmacy benefit. The website shall be available on the Internet and fully operational, with
the exception of member data/Protected Health Information one {1) week prior to the
commencement of claims processing. The Contractor shall design the website to aid prescribers,
pharmacists and members in all aspects of the pharmacy program. The Contractor shall update
documents posted to the website within five (5) business days of the State's approval of changes
to sald documents.

The Contractor shali submit the text and screenshots of the website to the State for review and
approval at least one (1) month prior to the commencement of ciaims processing. However, the
Contractor shall not re-submit to the State any materials that it plans to post on the website,
provided that the State has aiready reviewed and approved these materlals pursuant to this
Contract. Additionally, the Contractor shall obtain prior, written approval from the State for any
links from the site to a non-governmental website or webpage.

The Contractor shall have the responsibiiity to "host” the website on a non-governmental server,
which shall be located within the United States. The Contractor shail have adequate server
capacity and infrastructure to support the likely volume of traffic from plan members without
disruption or deiay.

To ensure accessibility among persons with a disabliity, the Contractor's website shalll comply
with Section 508 of the Rehabilitation Act of 1973 (29 U.S.C. 794d) and implementing regulations
at 368 CFR 1194 Parts A-D.

The website shall contain a home page with general pharmacy information with links to dedicated
areas for prescribers, pharmacists and members. The Contractor shall utilize appropriate security
measures, including password protection, to ensure the protection of member data/PHI. Each
area of the website shaii contain information that shall answer the most common questions that
each group would ask and documents required by each group to utllize the Public Sector Plan
pharmacy benefit. This shail inciude, but is not limited to:

a. Home Page, which includes, but is not limited to:

i. General information related to pharmacy benefit, and recent changes
occurring within the Public Sector Plan Pharmacy Program;

ii. An interactive formulary with links to Clinical Criteria, PA criteria, Step
Therapy criterla, and Quantity Limits; .

b. Prescriber Page, which includes, but is not limited to:

i. An Interactive formulary, complete with hot-links from drugs to the PA criteria
established for those drugs and also linked to drug specific PA forms and
drug specific web-based PA appiication;

ii. A search function, which allows providers to enter a drug name and be routed
to the drug in the interactive formuiary;

iii. Procedures for obtaining PAs, Cali Center hours of operation and contact
numbers;

Iv. Printable education materlal specific to prescribers.

c. Pharmacist Page, which Includes, but is not limited to:

i. An interactive inquiry system using pharmacy providers’ Identifying number

(i.e. NCPDP, NPI, etc) to verify the status of pending payments, and other
... ... -Supported function(s) as.deemed necessary by the State; .. L e

ii. An online listing of the Contractors MAC drug list;

iii. Printable online pharmacy handbook and Provider Education Material specific
to Pharmacists;

d. Member Page, which Includes, but is not limited to:
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i. A description of the pharmacy benefit including limitations, excluslons and
out-of network use;

ii. Current formulary by therapeutic categories;

iii. Information regarding what to do if the member is unable to fill a prescription
because PA is required, but has not been obtained;

Iv. Printable education material speclfic to members;

Vv, List of pharmacies participating In the retall, 90-day-at retail, mall, and
specialty networks;

Vi. Online search, by address or zip code, to locate the network pharmacies
nearest to the member;

vii. Application allowing review of claims history;

vill.  Direct reimbursement claim forms for use by ellgible members who do not
have thelr identlfication cards at the point of sale;

ix. Pharmacotherapy alternatlves (l.e. formulary status, generic alternatives
available, etc.) and cost of each; and

X. Amounts the State paid for their prescriptions.

A.24.6. The website shall also have the following services/capabilities:
a. E-mail notification of next reflll to member, and
b. Cost comparison on the web, along with alternatives.

A.25. Reporting & Systems Access

A.25.1.  The Contractor shall submit monthly operational/performance reports by which the State can
assess the Public Sector Plan’s activity and performance. The Contractor shall submit reports
electronically, and shall include informatlon such as enroliment, utilization, prescription
sources and types, plan expenses, member demographic Information and other information as
requested by the State. The Contractor and the State shall work to develop a mutually
agreeable reporting format. All standard reports shall be distributed to the State within fifteen
{15) days of the end of the previous month.

A.25.2. ' The Contractor shall provide access to any online reporting system to a minimum of three (3)
State employees and a maximum of five (5) State employees no later than one (1) week prior
to the system go-live date. Additional users may be added at any time at the State's request.

A25.3.  The Contractor shall provide a minimum of three (3) State employees and a maximum of five
(5) State employees with access to the Contractor's eligibility system no later than one (1)
week prior to the system go-live date. Additional users may be added at any time at the
State’s request. -

A.25.4.  To maintain the privacy of personal health information, the Contractor shall provide to the
State a method of securing e-mail for daily communlications between the State and the
Contractor.

A.25.5.  The Contractor shall train the three to five State staff with access to the Contractor's system
on all Contractor systems and tools no less than (30) days prior to the go-live date however,
such tralning may consist of a demoftraining as long as a full walkthrough training Is provided
no later than three days after go-live. Such training may be delivered remotely or in-person.

- A:25.6. - Atthe State's request; the Contractor shall provide reporting specific to the activity-and- -~
outcomes associated with all of the utllization management tools and programs provided by
the Contractor. The Contractor shall dellver such reports to the State within flve (5) business
days of the State’s request. Additional time may be granted with the state's prior written
approval.
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A.25.7.

A.25.8.

A.25.8.

The Contractor shaili provide the State access to an ad-hoc reporting llalson to assist in the
deveiopment of reports that cannot be generated using the Contractor's standard reporting
package. The Contractor shail deliver such reports to the State within five (5) business days
of the State's request. Additional time may be granted with the state's prior written approvai. If

requested by the State, the Contractor shall deliver up to ten {10) reports annually deemed as
“urgent’ by the State within twenty-four (24) hour&

The Contractor shall provide the State a Compilance Report, no later than sixty (60) days
following the end of each quarter, which captures performance reiated to the requirements
outiined In the Liquidated Damages section of the Contract.

The Contractor shall provide the State a report, no later than sixty (60) days following the end
of each quarter, liiustrating the Contractor's compliance with financial terms inclusive of AWP
(or its equivalent), discounted ingredient cost and dispensing fees.

A.2510. The Contractor shali provide the State a report, no later than sixty (60) days following the end

of each quarter, illustrating the rebate payments due to the State summarized at the NDC-11
or NDC-9 level.

A.25.11.  The Contractor shall provide the State a monthly report describing open service issues at the

pian ievel.

A.25.12.  Within thirty (30) days of the contract start date, the Contractor shall provide the State the

A.28.

A.28.1.

A.28.2.

A.28.3.

A.27.

A271.

most recent copy of the Contractor's SAS 70 report. Thereafter, a copy shall be provided to
the State annually.

Returned Mail

The Contractor shaii ensure that the U.S. Postal Service returns aii undeliverable mail and maii
forwarding information to the Contractor, not to the State. For all mailing materiais, the
Contractor shall, uniess otherwise directed by the State, use the “Address Service Requested”
endorsement as described In Section 507.1.5 of the U.S. Postal Service's Domestic Mall Manuai
{DMM).

The Contractor shall process all returned mail from any mallings to members or providers to
determine if the member or provider has moved, if the Contractor has the wrong address, and/or
if the member or provider Is communicating other information to the Contractor or to the State. If
the U.S. Postal Service indicates that a new address is avaliable, the contractor shall send the
member a “Notice of Address Change Instructions” within three (3) business days and
communicate the updated address Information to the State within thirty (30) days. The Contractor
shall track returned mall and shaii report monthiy to the State the number of pleces of returned
mail, the reason the mall was returned and action taken by the Contractor. The Contractor shail
Include in this report a list of all members whose mail was undeliverable due to an incorrect
address provided by the State.

The Contractor shali forward any “undeliverable” mali to the Agency Benefits Coordinator or
Benefits Administration as directed by the State.

Member Satisfaction Survey

The Contractor shall perform, following review and approval by the State, member satisfaction

" surveys:‘The Centractor shall conduct the survey no more frequently than once during ezch— ~ =~

calendar year at a time mutually agreed upon by the State and the Contractor and shall invoive a
statistically valld random sampie of members. The State reserves the right to review and
mandate changes In the survey it feels are necessary to obtain valid, reliabie, unblased resuits.
Those changes may include, but are not limited to, changes In the research design, units of
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A.28.

A.28.1.

A.28.2.

A.28.3.

A.284.

A.28.5.

A.28.6.

A28.7.

analysis or observation, study dimension, sample size, sample frame, sample method, coding, or
evaluation method. Based upon the resuits of the survey, the Contractor and the State will jointly
develop an action plan to correct problems or deficiencies identified through this activity.

Audits and Fraud

With provision by the State of thirty (30) days notice, and with the execution of any applicable
third party confidentiaiity agreements, the State or its qualified authorized independent auditor
(experienced In conducting pharmacy audits) has the right to examine and audit the services
and pricing (including rebates) provided by the Contractor to ensure compliance with all
program requirements and contractual obiigations. For the purpose of audit requirements,
Contractor shall'inciude its parents, affiliates, subsidiarles and subcontractors. All eligibility
and claims data belong to the State.

At the State’s discretion, the State or a qualified authorized designated representative may
perform such examination and audits. The State is responsible for the cost of the authorized
third party representative for such audits.

The Contractor shall provide access, with thirty (30) days notice from the State, at any time
during the term of this contract, and for three years after final contract payment (longer if
required by law), to the State's authorized independent auditor to audit the services provided
under this contract. The State reserves the right to request that documentation be provided for
review at the independent auditor’s location, the State’s location, or at the Contractor’s
corporate site.

The State has the right to audit more than once per year if the audits are different in scope or
for different services. The State aiso has the right to perform additional audits during the year
of similar scope if requested as a follow-up to ensure significant/material errors found in an
audit have been corrected and are not recurring or if additional information becomes available
to warrant further investigation.

The State will have access to any data necessary to ensure the Contractor is complying with
all contract terms, which includes but is not limited to, one hundred percent (100%) of claims
data, which Includes at least all NCPDP fields from the most current version and release; retail
pharmacy contracts; pharmaceutical manufacturer agreements; mail and speciaity pharmacy
contracts to the extent they exist with other vendor(s); utilization management reviews; clinical
program outcomes; appeals; information related to the reporting and measurement of
Liquidated Damages; etc. )

Pharmacy rebate audits can include, but are not limited to, review and examination of
manufacturer rebate contracts, rebate paymants, special discounts, fee réductions, incentive
programs or the like with pharmacy manufacturers, and program financial records as
necessary to perform an accurate and complete audit of rebates received by the State. Upon
request by the State, or its designated authorized independent auditor, the Contractor shai
provide full disclosure of rebates received by the Contractor, its affiliates, subsidlaries, or
subcontractors on behalf of the State. This disclosure shall include line item detail by NDC-11
and line item detail by pharmaceutical manufacturer showing actual cost remitted and other
related claim and financial information as needed to satisfy the scope of the audit.

The Contractor shall disclose to the State’s authorized independent auditor any administrative
fees or other reimbursements received in connection with any rebates, discounts, fee
reductions, incentive programs, or the like received by Contractor as a resuit of the drug

" manufacturer payments, which include volume of pharmacsutical use by, or on behaif of the = =~~~

State. in addition, the Contractor shall, upon request by the State, disciose fees or other
reimbursements received in connection with any grants, educational programs or other
incentive programs received by the Contractor on behalf of the State.
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A.28.8.

A.28.9.

A.28.10.

A.28.11.

A.28.12.

A.28.13.

The Contractor shall provide reasonable cooperation with requests for information, which
Includes but Is not limited to the timing of the audit, deliverables, data/information requests
and the Contractor’s response time to the State's questions during and after the process. The
Contractor shall also provide a response to ail "findings” received within thirty (30) days, or at
a later date if mutually determined to be more reasonable based on the number and type of
findings.

The State is not responsible for time or any costs incurred by the Contractor in assoclation
with an audit including, but not limited to, the costs assoclated with providing reports,
documentation, systems access, or space.

Audits shall include third party confidentiaiity agreements between the auditor and the party
being audited. The State shall provide at least thirty (30) days notice and ali parties involved
shail sign and execute applicable third party confidentiaiity agreements prior to such an
examination and audit.

if the outcome of the audit results in an amount due to the State, one
of the payment of such settiement will be m : wi

aint of the final audit renad

hundred percent (100%)

Any amount due the State which is not paid by the Con r i
the Contractor’s receipt of the final report

nce an audi report Is issued the Contractor shall
ave an opportunity to comment on any findings in the report. If the Contractor disagrees with
a finding resuiting in a payment to the State, the State will review the Contractor's comments,
but if the State retains the original audit findings the Contractor will be responsible for any
payment to the State.

The Contractor is expected to 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 investlgation, the Contractor shall simuitaneously inform the State and the Division of
State Audit, in the Office of the Comptroller of the Treasury. The State will review the
information and Inform the Contractor whether it wishes the Contractor to:

a. Discontinue further investigation if there is insufficient justification; or

b. Continue the investigation and report back to the State and the Division of State
Audit; or

c. Continue the investigation with the assistance of the Division of State Audit; or

d. Discontinue the investigation and turn the Contractor's findings over to the Division of
State Audit for its investigation.

The Contractor shall refer all media and legistative inquiries of any type to Benefits
Administration, which will have the sole and exclusive responsibility to respond to all such
queries. However, the Contractor shall respond directly to audit requests from the
Comptroller, to audit requests from divisions within the Department of Finance &
Administration, and to subpoenas; in all such instances, the Contractor shall copy the Benefits
Administration on all correspondence.

A.29. Pharmacy Audits

A.29.1. The Contractor shall audit a random sample of at ieast 5% of network pharmacies in Tennessee
annually. Pharmacies with lesser than, or equal to, 500 scripts per year may be eliminated from
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the sample. The same audits performed on the Contractor's retaii pharmacy netwdrk will be
conducted on the mail order and specialty pharmacies. One-third of the audits, at a minimum,
should be field audits.

A.29.2. The Contractor shall establish and maintain a process to detect and prevent errors, fraud or
abuslve pharmacy utilization by members, pharmacies or prescribers. The Contractor shall
contact pharmacies with aberrant claims or trends to gain an acceptable explanation for the
finding or to submit a corrected claim. The Contractor shall develop a trend or log of aberrancies
that shail be shared with the State. Each quarter the Contractor shall.summarize findings from
the mutually agreed upon reports and share with the State to address program revisions.

A.20.3. The State may request that the Contractor initiate a field audit when desk audits consistently
identify aberrations that cannot be explained by other means or upon requests from legai
authorities or regulatory agencies. The objective of the field audit shall include financial recovery,
and elimination of the aberrant practice. The Contractor shall have the qualified staff available to
conduct field audits or have an agreement with a vendor acceptable to the State within ninety
(90) days of the date the Contractor assumes full responsibility for the pharmacy benefits
program start date.

A.30. Due Dates for Project Dellverables

Unless otherwise specified in writing by the State, the Contractor shall adhere to the following
schedule for the deliverables and milestones for which it is responsible under this Contract:

Deliverables/Milestones: Contract D(?ﬁ\f@l’i’lb!ﬂ Due Dates &
_ _ Milestone
1. operational A31 May 3, 2010
Pharmacy benefit go-live A3.1 June 1, 2010
Klck-off meeting for all key A34 Within 30 days after
Contractor staff ~ Contract start date
. 30 days after
4, Implementation plan and timetable A.3.5 Contract start date
. . . April 2, 2010
5. On-site implementation meeting A36 (On or before)
April 2, 2010
6. State readiness review A37 (On or before)
~ . May 24-28, 2010
7. Call center onsite visit A.3.10 June 7-25, 2010
8 Implementation Performance A3.12 July 15, 2010

i

rvey
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Contract Deliverable Due Dates &
Reference(s): Milestone Target Dates:

Deliverables/Milestones:

12.  Network lists avallabie on website  A.7.3 May 3, 2010

13.  Updated network iists A73 Quarteriy after go-iive

14.  Mail order website operational A7710  May3,2010

15.  GeoNetworks® report A7.10 Annualiy in January
Within five (5) working

16.  Quarterly network changes report  A.7.11 days of the end of each

ik EEL Pt S A Uy
Pharmacotherapy Adherence August 30, 2010

oS program implementation Gl (On or before)
Pharmacotherapy Adherence .

18. program reporting A.10.5 Quarteriy after go-iive
Therapeutic substitution and

20.  generic dispensing program A10.7 Annualily in January
reporting
Disclosure of PA criteria and May 3, 2010

21 procedures USSR (On or before)

22. PA Reportmg A10.11.4 Quarteriy after go-llve

23 Profile review focus and A12.2 30 days prior to initiai
"~ ___methodology - review start date
Up to four (4) times
24,  DUR and Retro-DUR presentations A.12.5.1 annually, as requested by
the State

25.  Retro-DUR Outcomes A125.2 Quarterly after go-live

Annually during the first

Annuai ingredient cost quarter of each caiendar

26. reconciliation G year for the previous
calendar year
Annualily during the first
27 Dispensing fee annuai A13.3.1 quarter of each caiendar
) reconciliation T year for the previous
calendar year
28.  Rate Guarantees C.3.n jieneD days g

hl.u‘.' -A:-_...u.‘ ! '-}.L \z_. f i
Rebate and administrative fee .
29. reporting C.3.q Quanterly after go-iive
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Deliverables/Milestones:

Contract

Reference(s):

Deliverable Due Dates &
Milestone Target Dates:
First quarter each

calendar year

May 3, 2010

31.  Eligibility file acceptance A.16.3
32.  Dalily enroliment update A.16.41 Dally after go-live
33 Dally File Transmission Statistics A16.4.2 Withln 24 hours of receipt
' Report s of weekly file
- Up to four (4) times
34.  State enroliment data match A.16.5 annually, as requested by
the State
On or before the go-live of
35. Duplicate data processing records  A.16.7 contract terminatlon or
cancellation
36 Claims data transmission to DSS A16.8 15 days following the end
) vendor T of each calendar quarter
37 Clalms data transmission to third A16.11 Dally, unless otherwise
" parties e directed by the State
38 lr-ectialg PAs, overrides, and open A16.12 May 3, 2010
38.  Claims data transmission to State  A.16.15 Within 60 days of notice of

termination
. FEL "N

X ' - L Md 210
40. Submlssuon of education plans A.20.1 (on or before)
Provider education
41. recommendations A206 Annually in January

47. Ongomg welcome packets

Website go-llve

. i ,13;, $idi it
43. g::t;t’g: r service/call center A22.11 Quarterly after go-live
44, - ID cards ‘ A23 132 ay11 2010
45.  Annual fransfer materials A.23.14 Annually in August
48, Initial weicome packets A.23.15 May 11, 2010
A23.15 Within 10 days of receipt

of enrollment
) W Lt 0

May25;- 2010

49, State review of website
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Deliverable Due Dates &
Milestone Target Dates:

Contract

Deliverables/Milestones:
ranies/irieetons Reference(s):

Monthly, within 15 days of
50. Operational/Performance reports A25.1 the end of the previous
month
51.  Reporting system access A.252 May 25, 2010
52. Eligibiiity system access A253 May 25, 2010
53.  State staff systems training A255 May 3, 2010
60 days following the end
54.  Compliance report A.258 of each quarter after go-
live
60 days following the end
85.  Financial terms compliance report A.25.9 of each quarter after go-
live
60 days following the end
56.  Rebate payments report A.25.10 of each quarter after go-
live
57.  Open service issues A.25.11 Monthly after go-live
Within thirty (30) days of
58. SAS 70 report A.25.12 the contract start date and
annually thereafter
T o
Returned mail repo: A.26.2 Monthly after go-live

61.  Network pharmacy audits A.28.1 Annually
62.  Aberrancy findings A.29.2 Quarterly after go-live
63.  Field audit staff A.29.3 August 30, 2010

A.31. Definitions

Administrative Fee —

to the Contractor. The

a.

The fee for pharmacy benefit management services paid by the State
contractor’'s monthly compensation is

b - AWP - Average Wholesale Price Is a reference price for prescription-drug products: -
Pharmacy reimbursement can be calculated based on AWP minus a percentage. The AWP
amount is provided by commercial publishers of drug pricing data such as First Data Bank or
Thomson Medical Economics.
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c. Brand Drug — A prescription drug product that is not a generic drug as defined below.
Generally, the brand drug is the innovator drug product submitted to the FDA for approval. A
brand drug Is a drug produced and distributed with patent protection or, after the patent
protection has ended, represents the orlginal innovator drug before patent protection.

d. Clean Claim - A claim received by the PBM for adjudication, and which requires no further
information, adjustment, or alteration by the provider of the services in order to be processed
and paid by the PBM.

e. Coinsurance — That percentage of the charge for each drug dispensed to the member that is
the responsibility of the member.

f. Compound Prescription — A prescription that is not commercially available in the strength
or quantity prescribed by the physician and meets the following criterla: two (2) or more soiid,
semi-solld, or liquid ingredients, at least one of which is a covered drug that are weighed and
measured then prepared according to the prescriber’s order.

g. Control Totals - The sum of the numbers in a speclfied record field of a batch of records,
determined repetitiously during computer processing so that any discrepancy from the control
indicates an error.

h.  Copayment - That portion of the charge (flat dollar amount) for each drug dispensed to the
member that is the responsibliity of the member.

i. Day(s}~ Calendar day(s) uniess otherwise specified in the Contract.

j. DEA Number - A Drug Enforcement Agency Number is a series of numbers assigned to a
health care provider allowing them to write prescriptions for controlled substances. The DEA
number is often used as a prescriber Identifier.

k. Denled Clalm - A claim that is not paid for reasons such as eligibility, coverage rules etc.

| DESI Drug - A drug that has been designated as experimental or ineffective by the Food and
Drug Administration (FDA).

m. Disaster - A negative event or act of nature that significantly disrupts business operations for
more than twenty-four (24) hours.

n. Digcounts — The percentage difference between the applicable AWP for a covered service
and (I) the maximum allowabie cost ("MAC"), where applicable, or (ii) the contractor's
negotlated reimbursement amount with a particlpating pharmacy for prescription drugs, OTCs
and other services provided by such pharmacy to members. The.discount excludes the
dispensing fee, copayment and sales tax, If any.

o. Dispensing Fee - An amount paid by the contractor to a participating pharmacy per claim for
providing professional services necessary to dispense medication to a member.

DSS - A decision support system is a database and query tool.

Drug Utiilzation Review (DUR) - A point of sale claim edit to facilitate drug utilization review

objectives.

r.  Formulary - The list of clinically appropriate, cost-rational prescription drugs covered by the
SHBP/SEHBP, organized into different 'tiers’ or levels indicating how much the member cost
share (copayment/coinsurance) wili be for each drug.

s. Generic Code Number (GCN]) - A standard number assigned by First DataBank (a drug

pricing service) to each strength, formulation, and route of administration of a drug entity.

““may still have a patent on the formulation but not on the actlve ingredient. A generic must
contain the same active ingredients as the original formulation, and be approved by the FDA.
According to the U.S. Food and Drug Administration (FDA), generic drugs are identical or
bioequivalent to the brand name counterpart with respect to pharmacokinetic and
pharmacodynamic properties. Generic drugs are also referred to as "generics”.
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u. Generlc Product Identifier (GPI) - A six-digit code, which includes all drugs sharing the

same chemical compositlon, in the same strength, in the same form and that are
administered via the same route.

v. HIPAA - Health Insurance Portability and Accountability Act of 1996 at 45 Code of Federal
Regulations Sections 160 and 164.

w. |ngredlent Cost — Will be defined for the State contract according to the criteria below:
1. Forr i

x. ldentical, Relate Slmllar (IRS) - Drugs that are identical, related or simllar to drugs
identified as LTE (less than effective) by the FDA.

y. Lock In - A restrictive logic that limits claims at point of sale claims to selected prescribers or
pharmacies. Members under this restriction are said to be "locked-in".

z. Less Than Effectlve (LTE) - Drugs that the Food and Drug Administration (FDA) considers
to be Less Than Effective because there is a lack of substantlal evidence of effectiveness for
all labeled indicatlons and for which there is no compeliing justification for their medical need.

aa. Mall Order Serylce - A service designed for maintenance drugs taken by members on a
regular basis, such as medicatlon to reduce blood pressure or treat asthma, diabetes, or a
chronic heart condition.

bb.  Maximum Allowance Cost (MAC) - The MAC is the unit price that has been established by
the contractor for a drug on the MAC drug list. MAC represents a cost management program
that sets upper limits on the payment for equivalent drugs available from muitiple
manufacturers. It is the highest unit price that wiil be paid for a drug and is designed to
Increase generic dispensing, to ensure the pharmacy dispenses economically, and to control
future cost increases.

cc. MAC List ~ A list of multi-source drugs that are reimbursed at an upper limit per unit price.
The list is developed and maintained by the contractor and is usually reviewed quarterly but
individual drug prices may be adjusted more frequently. MAC lists vary among PBMs.
Conslderations for Inclusion on the MAC list include: availability of the generic drug from
multiple manufacturers; clinicai implications of generic substitution: national availability of
generic verslons; price differences between the brand and generic, therapeutic equivalence;
and volume of clalms. The State recognizes that the MAC list Is different from the MAC list
published by the Centers of Medicare and Medicaid Services {also known as the HCFA
MAC). A copy of such MAC drug iist shall be provided to the State prior to execution of this
agreement and on a periodic basis or when requested by the state.

dd. Member - Any person who has enrolled in the public sector plan in accordance with State of
Tennessee Ruies and Regulations.

ee. Multl-source (MS) - Brands and generics avallable from more than one source.
—ff.~ " Natlonal Coyncil of Preg¢ription Ditid Programs (NCPDP) - A not-for-profit ANSI-
Accredited Standards Development Organization.

g9. Natlonal Drug Code (NDC or NDC-11) - A universal product identifier. The National Drug

Code (NDC) Number is a unique, eleven-digit, three-segment number that identlfies the
labeler/vendor, product, and trade package size.
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Natlonal Provider Identification Number (NPI) - A 10-position, intelligence-free numeric

identifier (10-digit number). The numbers do not carry other information about heaithcare
providers, such as the state in which they live or their medical speciaity.

Pald Clalm — A claim that meets all plan established coverage criteria and is pald by the
PBM and submitted to the plan for reimburgsement.

Pass-Through Transparent Pricing — An arrangement whereby the client receives the full

value (100%) of the contractor's negotiated discounts and dispensing fees at retail, and the
full vaiue of rebates. The contractor's only profits are the administrative fee, and any margin
they make for mail prescriptions and speclalty prescriptions. All financial negotiated retail
pharmacy contracts and rebate contracts are fully disclosed to and auditable by the ciient.
The client is protected In this model by requiring guaranteed discounts, fees, and rebates
from the PBM Contractor. Discounts and rebates achieved on the ciient's behalf that exceed
the financial guarantees are payable to the client. Dispensing fees that are paid lower than
the guaranteed are also passed through to the ciient. Hence, the financial guarantees are the
minimum discounts and rebates the client will achieve and the maximum dispensing fees and
administrative fees the client will pay.

PEMPM - Per enrolled member per month
Pharmacy Benefit Manager (PBM) — A vendor who provides a set of core pharmacy benefit

services to a client.

Pharmacy and Therapeutics (P&T) Committee - A panel of experts consisting of

physicians, pharmacists and clinical experts who assist PBMs in developing formularies and
preferred drug lists which are clinically appropriate and cost ratlonal.

Physician Profiling- A means of comparing prescribing behaviors (or other medical orders)
among doctors in order to benchmark and/or improve quality of care by providing physicians
with meaningful information on their clinical performances. Hence, the success of profiiing
should be measured by evidence of improvement over time in the structures, processes, and
outcomes of care. Physiclan information is often sorted by specialty or diagnosis, and
profiling can be used in a managed care setting as an incentive for quality improvement.
Physicians are often give data such as that listed below at monthly or quarteriy intervals:

Formulary compliance
Generic utilization

mail/retail

top drugs by cost

top drugs by # of prescriptions
total prescriptions

total cost to-the plan

PMPM - Per member per month

Protected Health Information (PHI) - As defined in HIPAA (45 C.F.R. §§ 160 and 164).
Polnt-of-Sale (POS) — For the purposes of this contract, POS Is an integrated, electronic
retail, mail order and specialty pharmacy Point-of-Sale claims processing system.

Prior Authorization (PA) - A program requirement where certain therapies must gain
approval before payment can be authorized.

Rebates - Ail revenue received by the Contractor from outside sources related to the Plan's
utilization or enroliment in programs (collectively the “Total Manufacturer Value™). Also, the
amounts paid to the contractor (i) pursuant to the terms of an agreement with a

-pharmaceutical manufagcturer;-(ii)-in-consideration for the Inclusion of-such manufacturer's - -~ - - - -

drug(s) on the contractor's formulary, and (jii) which are directly related and attributable to,
and calculated based upon, the specific and Identifiable utilization of certain prescription
drugs by members. These would include but are not limited to access fees, market share
fees, rebates, formulary access fees, administrative fees and marketing grants from
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pharmaceutical manufacturers, wholesalers and data warehouse vendors. Rebates do not
include purchase discounts for mall and for specialty drugs and do not include payments for
patient care and supplies required for some drugs.

Retall Pharmagy ~ A retail pharmacy establishment at which prescription drugs are
dispensed by a reglstered pharmacist under the laws of each state.

R rmacy 90-Day Network —
fo | i

[
f medications

A network retail pharmacy that offers a 90-da
gle s maintenance medical =

Retro-DUR - Retrospective Drug Utllization Revlew - A post payment claims analysis to

facllitate drug utilization review objectives.

RFP - Request for Proposal.
Single-Source (SS] - Brands and generics only available from one manufacturer.

Speclalty Drugs — Medications and biologicals used in the treatment of complex clinical con-
ditions such as cancer, HIV/AIDS, organ transplant, Gaucher's disease and hemophilia.
These agents require special handling and/or close supervision or ciinical management and
tend to be very expensive.

Spread - A term applicable to traditional pricing. The concept supports the PBM vendor
retaining the differential between negotiated contracts and financial terms offered to the
client. For example, the PBM may have a higher discount with pharmacies than it offers to its
clients and retain the difference or "spread" as profit. With the traditional model, the "spread"
represents the PBMs profit, but the actual amount of this profit may not be fuily disclosed to
the client.

Step Therapy - The practice of beginning drug therapy for a medical conditlon with the most
cost-effective and safest drug, and stepping up through a sequence of alternative drug
therapies as a preceding treatment option falls. Step Therapy programs apply coverage
rules at the point of service when a claim is adjudicated. If a claim is submitted for a second-
line drug and the Step Therapy rule was not met, the claim is rejected, and a message is
transmitted to the pharmacy Indicating that the patient should be treated with the first-line
drug before coverage of the second-line drug can be authorized.

Subcontract - An agreement entered into by the Contractor with any other organization or
person who agrees to perform any administrative function or service for the Contractor
specifically related to securing or fulfilling the Contractor's obligations to the State under the
terms of this Contract, when the intent of such an agreement is to delegate the responsibility
for any major service or group of services required by this Contract.

Subcontractor - Any organization or person who provides any fdnctlon or service for the
Contractor specifically related to securing or fulfilling the Contractor's obligations to the State
under the terms of this Contract.

Total Manufacturer Value — See Rebates

Transparent — An arrangement pursuant to which the contractor discloses all sources of
revenue, including revenue from network pharmacy contracts and from prescription drug
manufacturers, directly attributable to and specifically derived from utilization of prescriptlon
drugs by the contractor's plan members. Pass-through transparent pricing is fully auditable
by the client including all pharmacy and drug manufacturer contracts. Traditional transparent
pricing discloses retention of spread but usually does not permit auditing of pharmacy or drug
manufacturer contracts nor does it usually disclose the exact dollar amount of the spread
Totained By the PBM. e e s SUSTIR S TR SRR L

Usual and Customary {(U&C) - Retail price charged by a participating pharmacy for the
particular drug in a cash transaction on the date the drug Is dispensed.
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. URAG -~ URAGC s an Independent, nonprofit organization that pramotes health care quality
- throughlts: asqareditation and certification programs. Orlginally, URAC was Incorporated under
tha name "Utllizatlon Review Accraditation Commission.” However, that name was ghottened
tojust the acronym "URAG" In-1998 whan URAC begean acerediting other types of
;organlzatlons such as 'health plans and preferrad provider organizations,

=~ List price for wholesalsre, distributors and other dirent:
acoounls beforo any re _‘ates, d‘ecoums. allowances or other price concessions that might be.
z 6/0

hhh'
ofterad by the supplier.of the product.

rox’
B.  CONTRACT TERM: q w \

This Contraot shall be éffective for the perlod cormencing on Fabruary 38, 2010 and endlnn on
June 30, 2018, The State shall have no obligation:for earvices rendere by the Contractor which
are riot performad within the.specified perlod.

C. PAYMENT TERMS AND.CONDITIONS:

C.1. ngmm_mmnu hno -avatit shall tha maximum liabliity-of the Stala under this Conlract
excead Seventoen Milllon Five Hindred Thousand Nine Hundred Fift ‘v Four Dollars:
($17,600,864,00). The payment rates In Section C.3 shall constiiute the entlre compensation due
the Contractor for the Service and alf of the:Contractor's obligaflons hereunder regardiess of the
difficulty, matarials or aquipment required. The payment rates Inclide, but-are not limltad to,.ail
applicable taxes, foes, overheads, and all other ditect and lndiract costs Inourred or to be
Incureed by the Confraotor.

The Contragtor 18 not entitiad 1o bié pald the maximum ligbllity for-any perlod under the Contraol
or any:extensions of the Contract for work not requestad by the State. The maximum llablity
ropresents avajlable funds for:payment to the Confraotor and does. not: guarantes payment of any
such funds to the. Contractor under this Contract unless.the State requests work and the
Contraotor performs gald: work, Inwhich case, the Contractor shall be pald In accordance with
tho paymonit rates detalled In Saction C:3, The-Stats Is under no obligation to request work from
tha Contractor In any epecific dollar amounts.or. to request any work at all from the Contraclor
during any perlod of this Contract.

: | Elrm. The paymant rates and the maximum Uabllity of the State under this
Contract dre rm or the duration of the Contract and are not subject to escalation for any reason
unlass amended:

C.3.  Payment Methodology. The.Contractor shall be compensated, kieginning no eadlier than June 1,
2010, based on the payment rates heteln for unlts of service authotized by the State in a total
amount nat o exceed the Conttact Maximum Liablilty established in Sectien C.1.

a- The Contracior's compenaation shall be contingent uponi tha satisfactory completion of
unlts, milestones,.or Inorements of service daflned In Section A;
b. The Gontractor shall be compensated for sald uriits, milestanes, of Increments of service
based upon the following payment rates. Changes to the mothodology used to caloulate
drug prices shall be-allowad by the Stale.when necessary due to markat changes in.drug

c.2,

o . Amount
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6/1/10 -
12/31/10

1M1 -

1MM12 -
12/3112

1113 -
1213113

11114 -
12/31/14

Adminiiiriiiin iii irr

DISPENSING FEES

Retaii — Brand

Retail — Generic

Mail & 90-day Retalil —
Brand

Mall & 90-day Retail ~
Generic

All Brand Specialty
Pharmacy Claims

RETAIL NETWORK

Brand

Generic

MAIL& 90-day Retail

Generic
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Amount
(per compensable increment)

Service Description

6/110 ~ 1M1 - 17112 - 1113 - 1114 -
12/31/10 12/31/11 12/31/12 1213113 12/31/14

SPECIALTY NETWORK
]

All Brand Specialty
Pharmacy Claims

All Retail Claim Basis
(Brand & Generlc)

All Mail & 80-day Retail
Cialm Basis

(Brand & Generic)

All Brand Specially
Pharmacy Claims

c

d Wt, the Contractor shall use
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t.

if member materials containing an error had been approved by t
z 8 detected after the materials B hae =il j

he

u. The State shaii reimburse the Contractor for the foliowing, selected actual costs in the
performance of this Contract upon Contractor providing documentation to audit actual costs
incurred. -

(1)

{2) Printing / Production (refer to pro
with Section E.9. of this Contract

Notwithstanding the foregoing, the State retains the option to authorize the Contractor to
deliver a product to be printed, approve and accept the product but not use the
Contractor to print the material. In those situations, the State shall have the discretion to
use other printing and production services at its disposai.

C4.  Travel Compensation. The Contractor shall not be compensated or reimbursed for travel, meals,
or lodging.

C.5.  Invoice Requirements. The Contractor shall invoice the State only for completed increments of
service and for the amount stipuiated in Section C.3, above, and as required beiow prior to any
payment.

a. The Contractor shaii submit invoices for administration and clinicai fees no more often
than monthly, with ali necessary supporting documentation, to:

Mariene Aivarez, Procurement & Contracting Manager
Tennesses Department of Finance & Administration
Benefits Administration Division

Wiliiam R. Snodgrass Tennessee Tower

312 Rosa L. Parks Avenue, Suite 2600

Nashvilie, Tennessee 37243

b. The Contractor agrees that each invoice submitted shali clearly and accurately (all
calculations must be extended and totaled correctly) detail the foliowing required
information.

- (1)~ Invoice/Reference Number (assigned by the Contractor); = ==« == = e o e s

(2) invoice Date;

(3) invoice Period (period to which ali invoiced charges are applicable);

4) Contract Number (assigned by the State to this Contract);

(5) Account Name: Finance & Administration, Benefits Administration Division;
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8) Account/Customer Number (uniquely assigned by the Contractor to the above- -
referenced Account Name); :

) Contractor Name;

(8) Contractor Federal Employer Identification Number or Soclal Security Number
(as referenced in this Contract):

(9) Contractor Contact (name, phone, and/or fax for the individual to contact with
bllling questions);

(10)  Contractor Remittance Address:

(11)  Complete ltemization of Charges, which shall detail the following:

i - Service or Milestone Description (including name ftitle as applicable) of -
each service invoiced;

i, Number of Completed Units, increments, Hours, or Days as applicable,
of each service invoiced;

ili. Applicable Payment Rate (as stipulated in Section C.3.) of each service

Invoiced:;
iv. Amount Due by Service; and
V. Total Amount Due for the invoice period.
c. The Contractor understands and agrees that an invoice to the State under this Contract
shall;
1) include only charges for service described In Contract Section A and in

accordance with payment terms and conditions set forth in Contract Section C;

2) not include any future wor will oni bmitted for completed service; and
o

d. The Contractor agrees that timeframe for payment (and any discounts) begins when the
State is In receipt of each invoice meeting the minimum requirements above.

e. The Contractor shall complete and sign a "Substitute W-9 Form" provided to the
Contractor by the State. The taxpayer identification number contained in the Substitute
W-8 submitted to the State shall agree to the Federal Employer Identification Number or
Social Security Number referenced in this Contract for the Contractor. The Contractor
shall not invoice the State for services until the State has received this completed form.

C.6. 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.

C7. Invgice Reductions.

c.8. Deductions.

C.9.  Automatic Deposits. The Contractor shall compiete and sign an "Authorization Agreement for

<o o—Automatie Deposit (AGH 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 Contractor all
payments to 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.
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D2.

D.3.

D.4.

D.5.

D.6.

D.7.

STANDARD TERMS AND CONDITIONS:

Required Approvais. The State is not bound by this Contract untii it is approved by the
appropriate State officials in accordance with appiicabie Tennessee State laws and reguiations.

Modification and Amendment. This Contract may be modified oniy by a written amendment
executed by all parties hereto and approved by the appropriate Tennessee State officiais in

accordance with appiicabie Tennessee State iaws and reguiations.

Termination for Convenience. The State may terminate this Contract without cause for any
reason. Said termination shali not be deemed a Breach of Contract by the State. The State shaii
give the Contractor at ieast sixty (80) days written notice before the effective termination date.
The Contractor shali be entitied to receive compensation for satisfactory, authorized service
completed as of the termination date, but in no event shalil the State be liabie to the Contractor for

ol LL L= DI [hE ame=lslalizles - =Tiaaliak=lila

Termination for Cause. if the Contractor faiis to properly perform its obiigations under this
Contract in a timely or proper manner, or If the Contractor vioiates any terms of this Contract, the
State shall have the right to terminate the Contract and withhoid payments in excess of fair
compensation for completed services.

a. The State wii provide notification of termination for cause in writing. This notice wii: (1)
specify in reasonabie detail the nature of the breach; (2) provide the Contractor with an
opportunity to cure, which must be requested in writing no iess than 10 days from the
date of the Termination Notice; and (3) shalii specify the effective date of termination in
the event the Contractor falis to correct the breach. The Contractor must present the
State with a written request detaliing the efforts it wiii take to resoive the probiem and the
time period for such resoiution. This opportunity to "cure” shail not apply to
clrcumstances In which the Contractor intentionaily withholids its services or otherwise
refuses to perform. The State will not consider a request to cure contract performance
where there have been repeated problems with respect to identical or simiiar Issues, or if
a cure period woulid cause a delay that would impair the effactiveness of State
operations. In circumstances where an opportunity to cure is not available, termination
wilil be effective immediately.

b. Notwithstanding the foregoing, the Contractor shail not bs reileved of liability to the State
for damages sustained by virtue of any breach of this Contract by the Contractor.

Subcontracting. The Contractor shaii not assign this Contract or enter into a subcontract for any
of the services performed under this Contract without obtaining the prior written approvai of the
State. If such subcontracts are approved by the State, they shaii contain, at a minimum, sections
of this Contract below pertaining to "Confiicts of interest,” "Nondiscrimination,” and “Records"® (as
identified by the section headings). Notwithstanding any use of approved subcontractors, the
Contractor shaii be the prime contractor and shalii be responsibie for aii work performed.

Conflicts of interest. The Contractor warrants that no part of the totai Contract Amount shaii be
paid directiy or indirectly to an empioyee or officiai of the State of Tennessee as wages,
compensation, or gifts In exchange for acting as an officer, agent, empioyee, subcontractor, or
consuitant to the Contractor in connection with any work contempiated or performed relative to._

~ this Contract.

Nondiscrimination. The Contractor hereby agrees, warrants, and assures that no person shali be
exciuded from participation in, be denied benefits of, or be otherwise subjected to discrimination
in the performance of this Contract or in the empioyment practices of the Contractor on the
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D.8.

D.g.

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 shall,
upon request, show proof of such nondiscrimination and shall post in conspicuous places,
available to all employees and applicants, notices of nondiscrimination.

Prohibition of lilegal immigrants. The requirements of Pubiic Acts of 2008, Chapter Number 878,
of the state of Tennessee, addressing the use of lilegal 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 at Attachment A, hereto, semi-annually during the period of
this Contract. Such attestatlons shali 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 obtaln and
retain a current, written attestation that the subcontractor shall not knowingly utilize the
services of an iilegal immigrant to perform work reiative to this Contract and shall not
knowingly utiilize the services of any subcontractor who will utilize the services of an
llegal Immigrant to perform work relative to this Contract. Attestations obtained from
such subcontractors shall be maintained by the Contractor and made avallable to state
officials upon request.

c. The Contractor shall maintain records for ali personnel used in the performance of this
Contract. Sald records shall be subject to review and random inspection at any
. reasonable time upon reasonable notice by the State.

d. The Contractor understands and agrees that fallure to comply with this section will be
subject to the sanctions of Public Chapter 878 of 2006 for acts or omisslons occurring
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 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 lilegal immigrants
during the performance of this Contract.

e. For purposes of this Contract, "illegal immigrant" shall be defined as any person who is

not either a United States cltizen, a Lawful Permanent Resident, or a person whose
physical presence in the United States Is authorized or allowed by the federal
Department of Homeiand Security and who, under federal immigration laws and/or
reguiations, 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 under this Contract. The .
books, records, and documents of the Contractor, insofar as they relate to work performed or

money recelved under this Contract, shall be maintained for a period of three (3} full years from

the date of the final payment and shall be subject to audit at any reasonable time and upon

-reasonable-notice by the-State; the Comptroller-of the Treasury; or thelr-duly-appointed - -

representatives. The financial statements shall be prepared in accordance with generally
accepted accounting principies.
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D.10. Monitoring. The Contractor's activities conducted and records maintained pursuant to this
Contract shali be subject to monitoring and evaluation by the State, the Comptroller of the
Treasury, or their duly appointed representatives, :

D.11. Progress Reports. The Contractor shall submit brief, periodic, progress reports to the State as
requested.

D.12.  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 reiinquishment of any such term, covenant, condition, or
provision. No term or condition of this Contract shali be held to be walved, modified, or deieted
except by a written amendment signed by the parties hereto.

D.13. independent Contractor. The parties hereto, in the performance of this Contract, shaii not act as
employees, partners, joint venturers, or associates of one another. it is expressly acknowiedged
by the parties hereto that such parties are independent contracting entities and that nothing in
this Contract shali be construed to create an employer/emplioyee relationship or to aliow either to
exercise controi 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 shaii 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 adequate pubiic
liabiiity and other appropriate forms of insurance on the Contractor's empioyees, and to pay ail
appiicable taxes incident to this Contract.

D.14. State Liability. The State shaii have no liability except as specificaily provided in this Contract.

D.15. Force Majeure. The obligations of the parties to this Contract are subject to prevention by
causes beyond the parties’ control that couid not be avoided by the exercise of due care
including, but not iimited to, naturai disasters, riots, wars, epidemics, or any other simiiar cause.

D.16. State and Federal Compliance. The Contractor shall comply with ali applicabie State and
Federal laws and reguiations in the performance of this Contract.

D.17.  Governing Law. This Contract shaii be governed by and construed in‘accordance with the iaws
of the State of Tennessee. The Contractor agrees that it will be subject to 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, shalil be subject to
and limited to those rights and remedies, if any, availabie under Tennessee Code Annotated,
Sections 9-8-101 through 9-8-407.

D.18. Completeness. This Contract is compiete and contains the entire understanding between the
parties relating to the subject matter contained herein, including ali the terms and conditions of
the parties’ agreement. This Contract supersedes any and ali prior understandings,
representations, negotiations, and agreements between the parties reiating hereto, whether
written or oral.

D.19. Severability. if any terms and conditions of this Contract are heid to be invalid or unenforceabie
as a matter of law, the other terms and conditions hereof shail not be affected thereby and shaii
remain in fuli force and effect. To this end, the terms and conditions of this Contract are deciared

D.20. Headings. Section headings of this Contract are for reference purposes oniy and shaii not be
construed as part of this Contract.
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E2

E.3.

E4.

SPECIAL TERMS AND CONDITIONS:

Confiicting Terms and Conditions. Should any of these special terms and conditions confiict with

any other terms and conditions of this Contract, these special terms and conditions shali control,

Communications and Contacts. All instructions, notices, consents, demands, or other

communications required or contempiated by this Contract shail be in writing and shall be made
by certified, first ciass mail, return receipt requested and postage prepaid, by overnight courier
service with an asset tracking system, or by E-MAIL or facsimile transmission with reciplent
confirmation. Any such communications, regardiess of method of transmission, shail be
addressed to the respective party at the appropriate maiiing address, facsimiie number, or E-
MAIL address as set forth beiow or to that of such other party or address, as may be hereafter
specified by written notice.

The State:

Mariene D. Aivarez, Procurement & Contracting Manager
Tennessee Department of Finance & Administration
Benefits Administration Division

William R. Snodgrass Tennessee Tower

312 Rosa L. Parks Avenue, Suite 2600

Nashville, Tennessee 37243

Marlene.alvarez@tn.gov

Telephone: 615.253.8358

Fax: 615.253.8556

The Contractor:;

Keith Reynoids, Area Vice President
Caremark

301 Princeton Bivd.

Alexandria, VA 22314
keith.reynoids@caremark.com
Telephone # 703.566.0155

FAX # 703.566.1733

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

Subject to Funds Availabiiity. The Contract is subject to the appropriation and avalilability of State
and/or Federal funds. In the event that the funds are not appropriated or aré otherwise '
unavailabie, the State reserves the right to terminate the Contract upon written notice to the
Contractor. Said termination shali not be deemed a breach of Contract by the State. Upon
receipt of the written notice, the Contractor shalii cease aii work associated with the Contract.
Shouid such an event occur, the Contractor shail be entitied to compensation for ali satisfactory
and authorized services completed as - ina S : I 3
Contractor shail have

Tennessee Consoiidated Retirement System. The Contractor acknowledges and understands

that, subject to statutory exceptions contained in Tennessee Code Annctated, Section 8-36-801,
et. seq., the law governing the Tennessee Consolidated Retirement System (TCRS), provides

“that if a'retired member of TCRS, ot of any supsrseded system administered by TCRS, orofany

local retirement fund established pursuant to Tennessee Code Annotaled, Title 8, Chapter 35,
Part 3 accepts state empioyment, the member’s retirement ailowance is suspended during the
period of the empioyment. Accordingly and notwithstanding any provision of this Confract to the
contrary, the Contractor agrees that if it is jater determined that the true nature of the working
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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 be required
to repay to TCRS the amount of retirement benefits the Contractor received from TCRS during
the period of this Contract.

E.5.  Voluntary Buyouf Program. The Contractor acknowledges and understands that, for a period of
two years beginning August 16, 2008, restrictions are imposed on former state employees who
received a State of Tennessee Voiuntary Buyout Program (VBP) severance payment with regard
to contracts with state agencies that participated in the VBP.

a. The State will not contract with either a former state employee who received a VBP
severance payment or an entity in which a former state empioyee who received a VBP
severance payment or the spouse of such an individual holds a controliing financial

interest.

b. The State may contract with an entity with which a former state employee who received a
VBP severance payment is an employee or an independent contractor. Notwithstanding
the foregolng, the Contractor understands and agrees that there may be unique business
circumstances under which a return to work by a former state employee who received 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
personnel to identify any such issues.

c. With reference to either 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.tn.us/finance/rds/ocriwaiver.html. The determination on such a request shaii
be at the sole discretion 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.

E.6. Insurance. The

Contractor shall carry adequate liability and other appropriate forms of insurance.

a. The Contractor shall maintain, at minimum, the following insurance coverage:

(1

)

(3) Automobile Coverage (including owned, ieased, hired, and non-owned vehicles)
with a bodily injury/property damage combined single limit not less than one
milllon dollars ($1,000,000) per occurrence.
e - b= At-any-time State may require the Contractor to provide a valld-Certificate of Insurance = -~ ===

Workers' Compensation/ Employers’ Liability (including all states coverage) with
a limit not less than the relevant statutory amount or one million dollars
($1,000,000) per occurrence for employers' liability whichever is greater.

Comprehensive Commerciai General Liability (including personal injury &
property damage, premises/operations, independent contractor, contractual
iability and completed operations/products) with a bodily injury/property damage
combined singie limit not less than one million doilars ($1,000,000) per
occurrence and two million dollars ($2,000,000) aggregate.

detailing Coverage Description; Insurance Company & Policy Number; Exceptions and
Exclusions; Policy Effective Date; Policy Expiration Date; Limit(s) of Liability; and Name
and Address of Insured. Failure to provide required evidence of insurance coverage
shall be a material breach of this Contract.
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E.7.

E.8.

E.9.

E.10.

Confidentlality of Records. Strict standards of confidentiality of records and Information shall be
maintained In accordance with applicable state and federal law. All material and information,
regardiess of form, medium or method of communication, provided to the Contractor by the State
or acquired by the Contractor on behalf of the State shall be regarded as confidential Information
in accordance with the provisions of applicable state and federal law, state and federal rules and
regulations, departmental policy, and ethical standards. Such confidential information shall not
be disclosed, and all necessary steps shall be taken by the Contractor to safeguard the
confldentiality of such material or information in conformance with applicable state and federal
law, state and federal rules and regulations, departmental policy, and ethical standards.

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. Nothing In this paragraph shall permit Contractor to disclose any
information that Is confidential under federal or state law or regulations, regardiess of whether it
has been disclosed or made avallable to the Contractor due to Intentlonal or negligent actions or
Inactlons of agents of the State or third partles.

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 obllgations under the Health
insurance Portability and Accountabliity Act of 1996 (HIPAA) and its accompanying regulations.

a. Contractor warrants to the State that It Is familiar with the requirements of HIPAA and its
accompanying regulations, and will comply with all applicable HIPAA requirements In the
course of this Contract.

b. Contractor warrants that It will cooperate with the State, inciuding cooperation and
coordination with State privacy officlals 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 Contractor wlil sign documents, including but not limited to business
associate agreements, as required by HIPAA and that are reasonably necessary to keep
the State and Contractor In compllance 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 Iif HIPAA permits the State to recelve such
Information without entering Into a business assoclate agreement or signing another such
document.

Printing Authorization. The Contractor agrees that no publication coming within the jurisdiction of
Tennessee Code Annolated, Section 12-7-101, et. seq., shall be printed unless a printing
authorization number has been obtained and affixed as required by Tennesses Code Annotated,
Section 12-7-103 (d).

State Ownership of Work Products. The State shall have ownership, right, title, and interest,

including ownership of copyright, In all work products, including computer source code, created,

~-designed; developed; derived; documented; Installed, or delivered-under this Contract subjectto = -~

the next subsection and full and final payment for each "Work Product.” The State shall have
royalty-free and unlimited rights and license to use, disclose, reproduce, publish, distribute,
modify, maintaln, or create derivative works from, for any purpose whatsoever, all said Work
Products.
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a. To the extent that the Contractor uses any of its pre-existing, proprietary or independently
developed tools, materiais or information ("Contractor Materials”), the Contractor shail
retain all right, title and interest in and to such Contractor Materials, and the State shail
acquire no right, title or interest in or to such Contractor Materials EXCEPT the
Contractor grants to the State an unlimited, non-transferable license to use, copy and
distribute internally, solely for the State's internal purposes, any Contractor Materials
reasonably associated with any Work Product provided under the Contract.

b. The Contractor shall furnish such information and data as the State may request,
including but not limited to computer code, that is applicable, essential, fundamental, or
intrinsic to any Work Product and Contractor Materials reasonably associated with any
Work Product, in accordance with this Contract and applicable state law.

C. -Nothing in this Contract shall prohibit the Contractor's use for its own purposes of the
general knowledge, skills, experience, ideas, concepts, know-how, and techniques
obtained and used during the course of providing the services requested under this
Contract.

d. Nothing in the Contract shall prohibit the Contractor from deveioping for itself, or for
others, materials which are similar to and/or competitive with those that are produced
under this Contract.

E.11.  Competitive Procurements. This Contract provides for reimbursement of the cost of goods,
materiais, supplies, equipment, or contracted services. Such procurements shail be made on a
competitive basls, where practical. The Contractor shall maintain documentation for the basis of
each procurement for which reimbursement is paid pursuant to this Contract. in each instance
where it is determined that use of a competitive procurement method was not practical, said
documentation shaii inciude a written justification, approved by the Commissioner of Finance and
Administration, for such decislon and non-compaetitive procurement.

E.12. State Furnished Property. The Contractor shall be responsibie for the correct use, maintenance,
and protection of all articles of nonexpendable, tangible, personal property furnished by the State
for the Contractor's temporary use under this Contract. Upon termination of this Contract, all
property furnished shali be returned to the State in good order and condition as when received,
reasonable use and wear thereof excepted. Should the property be destroyed, lost, or stolen, the
Contractor shall be responsible to the State for the residual value of the property at the time of

loss.
E.13. corporation dditional D ents. Included In this Contract by reference are the following
documents: ‘ '
a. The Contract document and its attachments
b. All Clariﬁcations‘and addenda made to the Contractor's Proposal
c. The Request for Proposal and its associated amendments
d. Technical Specifications provided to the Contractor
e The Contractor's Proposal

T T Inthe eventof adiscrepancy of ambiguity regarding the Contractor's dutiés, responsibilities, and T T T T

performance under this Contract, these documents shall govern in order of precedence detailed
above.
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E.14.

E.15.

E.16.

TN S U U

- == any act prohibited or restricted by the Contract, or

Debarment and Suspension. The Contractor certifles, to the best of its knowledge and belief,
that it, its current and future principals, its current and future subcontractors and their principais:

a. are not presentiy 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 obtalning, attempting to obtaln, or performing a public (federai, state, or
iocal) transactlon or grant under a public transaction; violatlon of federai or state antitrust
statutes or commission of embezzlement, theft, forgery, bribery, faisification, or
destruction of records, making false statements, or receiving stolen property;

c. are not presentiy indicted or otherwise criminaliy or civilly charged by a government entity
(federal, state, or locai) 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 iocal) terminated for cause or defauit.

The Contractor shall provide immediate written notice to the State if at any time it learns that
there was an earlier failure to disclose information or that due to changed circumstancass, its
principais or the principals of its subcontractors are excluded or disqualified.

Contractor Commitment to Diversity. The Contractor shali comply with and make reasonable
business efforts to exceed the commitment to diversity represented by the Contractor's proposal
responding to RFP # 31786-00102 ((Attachment 6.3, Section B, Item B.15.) and resuiting in this
Contract.

The Contractor shall asslst 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 business enterprises and businesses owned by minorities, 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.

Breach. A party shall be deemed to have breached the Contract if any of the foilowing occurs:

— failure to perform in accordance with any term or provision of the Contract:
— partial performance of any term or provision of the Contract;

— 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 notify Contractor in writing of a Breach.

)] In event of a Breach by Contractor, the State shall have availabie the remedy of
Actuai Damages and any other remedy available at law or equity.

2) Liquidated Damages— In the event of a Breach, the State may assess
Liquidated Damages as outlined in Contract Attachment B. The State shall notify

oo e —the Contractor of amounts to be assesséd ‘ay Ligaldatsd Déﬁé@éé’;’“Thé"ﬁéﬁiés‘“"‘ T e

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 ilkely to be uncertain and not easlly
proven. Contractor hereby represents and covenants it has carefully reviewed
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the Liquidated Damages contained in above referenced, Attachment B and agree
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 Liquidated Damages represent solely the damages
and injurles 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 liquidated damage amount is 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 withhold the Liquidated Damages or a portion thereof
untll 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 Liquidated Damages before availing itself of any other remedy. The
State may choose to discontinue Liquidated Damages and avall itself of any
other remedy available under this Contract or at law or equity; provided,

however, Contractor shall receive a credit for said Liquidated Damages
previously withheid except in the event of a Partial Default.

The State may conduct “secret shopper” and other monitoring activities during
the operation of this Contract. The State may also assess liquidated damages
for breaches of contract that it discovers during these and other activities as
outlined in Contract Attachment B.

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 wlll begin to provide the service
associated with the Breach. The Notice of Partial Default and termination of
services associated with the breach shail advise the Contractor whether the
State will provide an opportunity to cure. 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 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 Liquidated Damages against the Contractor for any failure
to perform which ultimately resuits in a Partial Default with said Liquidated
Damages 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,
speciai, 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.

Contract Termination— In the event of a Breach, the State may terminate the
Contract immediately or In stages. The Contractor shail be notified of the
termination in writing by the State. Said notice shall hereinafter be referred to as
Termination Notice. The Notice of Partial Defauit and termination of services
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assoclated with the breach shail advise the Contractor whether the State wiil

provide an opportunity to cure. The Termination Notice may specify either that
the termination is to be effective immediately, on a date certain in the future, or
that the Contractor shali cease operations under this Contract in stages. inthe
event of a termination, the State may withhoid any amounts which may be due
Contractor without waive 2 : S gvailable z

Contractor agrees to cooperate with the State in the event of a
Contract Termination or Partiai Takeover. -

The Termination Notice must (1) specify in reasonabie detaii the nature of the
breach,; (2) provide Contractor with an opportunity to cure, which shalil be no less
than 30 days from the date of the Termination Notice; (3) shaii specify the
effective date of termination in the event Contractor faiis to correct the breach.
The Termination Notice may specify that the Contractor shaii cease operations
under this Contract in stages. Contractor must present the State with a written
request detaiiing the efforts it will take to resolve the probiem. This opportunity to
“cure” shali not apply to circumstances in which the Contractor intentionaily
withhoids its services or otherwise refuses to perform. The State wiii not
consider a request to cure contract performance where there have been
repeated probiems with respect to identical or simiiar issues, or if a cure period
wouid cause a delay that would impair the effectiveness of State operations.

b. State Breach— in the event of a Breach of Contract by the State, the Contractor shall
notify the State in writing within 30 days of any Breach of Contract by the State. Said
notice shall contain a description of the Breach. Failure by the Contractor to provide said
written notice shail operate as an absolute waiver by the Contractor of the State's
Breach. in no event shaii any Breach on the part of the State excuse the Contractor
from fuil performance under this Contract. in the event of Breach by the State, the
Contractor may avail itseif of any remedy at iaw in the forum with appropriate jurisdiction;
provided, however, faliure 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.
Fallure by the Contractor to file a ciaim before the appropriate forum in Tennessee with
jurisdiction to hear such ciaim within one (1) year of the written notice of Breach shaii
operate as a waiver of said claim in its entirety. it is agreed by the parties this provision
establishes a contractual period of limitations for any ciaim brought by the Contractor.

E.17.  Negiigent, Reckless, or Wiiifui Acts of Omission.

The Contractor shall have responsibliity for overpayments resuiting from the negiigent, reckiess,
or wiliful acts or omissions of the Contractor, its officers, agents or employees, regardiess of
whether or not such overpayments can be recovered by the Contractor. The Contractor shall
repay the State the amount of any such overpayment within thirty (30) caiendar days of discovery
of the overpayment. Overpayments due to provider fraud or fraud of any other type, other than
fraud by empioyees or agents of the Contractor, wili not be considered overpayments for
purposes of this Section. The Contractor shali assist in identifying fraud and make reasonabie
efforts, in consuitation with the State, to recover overpayments due to fraud.

'torts, criminai acts, or frauduient conduct.

Contractor for intentionai
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E.19. Third Party Beneficiary. This Contract has been entered into solely for the benefit of State and
Contractor and is not intended to create any legal, equitable, or beneficiai interest In any third
party or to vest in any third party any interest as to enforcement or performance.

E.20. Confidential and Propr formation.

The State agrees to protect, to the fuliest extent permitted by state law, the confidentiality of
information expressiy identified by the Contractor as confidential and proprietary, including
information that would allow a person to obtain unauthorized access to confidential information or
to electronic information processing systems owned by or licensed to the State.

E.21. Anti-Ki tatute

Contractor certifies that it shail not vioiate the federal anti-kickback statute, set forth at 42 U.S.C.
§ 1320a-7b(b) (“Anti-Kickback Statute™), or the federai “Stark Law,” set forth at 42 U.S.C. §
1395nn ("Stark Law"), with respect to the performance of its obligations under this Agreement.
Further, Contractor shali ensure that individuais meeting the definition of “Covered Persons” (as
such term is defined in the Corporate Integrity Agreement between the Office of inspector
General of the Department of Heaith and Human Services and AdvancePCS dated September 5,
2005) shall comply with Contractor's Compliarice Program, including training related to the Anti-
Kickback Statute and the Stark Law. Contractor's Code of Conduct and policies and procedures
on the Anti-Kickback Statute and Stark Law may be accessed at

http://www.caremark.com/wps/portal/_s.155/33707cms=CMS-2-007784.
E.22. Pending Investigation.

The parties acknowledge that the Federal Trade Commission is currently investigating the
Contractor. In the event that such investigation or any other state or federal legal proceeding or
investigation that Is now pending or subsequently begun during the term of the Contract
concludes that the Contractor is guilty of misconduct, the State may modify or terminate this
Contract if the State determines that it is in the best interest of the State to modify or terminate at
a date earlier than the specified end date. Such determination may be based on the discovery of
misrepresentations made in the proposal or newly discovered information that if such information
had been provided in the Contractor's proposai it would have caused the State to reject the
proposal or determine that the Contractor was not a responsibie or responsive proposer. Such
determination may aiso include any other reason found by.the State Insurance Committees to be
in the best interest of the State to support such modification or termination. The parties hereto
agree to work in good faith to accomplish an orderly transition between this Contract and any
new contract if a different vendor is selected pursuant to a new procurement process.
Notwithstanding any other provision in the Contract to the contrary, the Contractor agrees that
any termination of the Contract pursuant to this paragraph shall not place elther the Contractor or
the State in breach of contract or result in either party being liable to the other for any type of
damages. Pursuant to this paragraph, the State shall be entitled to terminate this contract for
convenience either immediately or in stages.

IN WITNESS WHEREOF,

CAREMARKPCS HEALTH, L.L,C.:

$54 W L/ o

v M SCONTRAIGTOR BIGNATURE -+ =
2

TJowies (. Lora) fEssdensT

PRINTED NAME AND TITLE OF CONTRACTOR SIGNATORY (above)

Approved OIR/IPCM 02/16/10 Page 68 of 83

CONFIDENTIAL
CMKO000060

. e ean .,DATE,..;.A.. - e T T L L R ey



STATE OF TENNESSEE,

STATE INSURANCE COMMITTEE,

LOCAL EDUCATION INSURANCE COMMITTEE,
LOCAL GOVERNMENT INSURANCE COMMITTEE:

/W.O. é@ofﬂ o7~/f—~ SO

M. D. GOETZ, JR., CHAIRMAN V MO A DATE
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CONTRACT
ATTACHMENT A

ATTESTATION RE PERSONNEL USED IN CONTRACT PERFORMANCE

SUBJECT CONTRACT NUMBER; 19198

CONTRACTOR LEGAL ENTITY NAME: CaremarkPCS Health, L.L.C.

FEDERAL EMPLOYER IDENTIFICATION NUMBER: X
(or Sacial Security Number) 75-2493381

The Contractor, Identified above, does hereby attest, certify, warrant, and assure
that the Contractor shall not knowingly utilize the services of an lllegal immigrant
In the performance of this Contract and shall not knowingly utilize the services of
any subcontractor who will utilize the services of an llilegal immigrant in the
performance of this Contract.

aitebtation MUST be signed by an individual empowered to contractually bind the Contractor. if sald Individual is not
ecliive or president, this document shall attach evidence showing the Individual's authority to contractually bind the
Contractor.

Tpmes . Loiwt/ @%/_ﬁéﬂf

PRINTED NAME AND TITLE OF SIGNATORY

27/ 10

DATE OF ATTESTATION
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CONTRACT
ATTACHMENT B

LIQUIDATED DAMAGES

The Contractor shall pay to the State the indicated total dollar assessment upon notification by the State
that an amount is due, through the term of the contract.

All performance guarantees will be measured on a Plan-specific basis rather than the Contractor's book

of business (BOB).

Guarantee

" Pharmacy Benefit Operational R Lo KRR T
Failure to provide a pharmacy beneﬂt for the Publrc Sector Plans that Is fully
operational -no later than thirty (30) days prior to the go-live date specified in
Contract Section A.30. Operational is defined as the ability to accurately enroli
members, accept and process POS claims, accept and process mail order
rescriptions, and

Assessment

Measurement

rovide all other PBM services outlined in th

Measured, reported, and reconciled no later than three (3) months after go-live
date.

2. 'Program Go-LiveDate. PR R T
‘Guarantee The pharmacy beneﬂt for the Publlc Sector Plans shaII take effect (i e. "go Irve )
and he noerational on the go-live date snecifiad in Con on A.30
Assessment 2
program is not operational.
maximum.
Measurement Measured, reported, and reconciled no later than three (3) months after go-live
date. 3
3, " Implementation Plan - : ' ' e
Guarantee The Contractor shaII provrde a project |mpIementatIon pIan as required in
Contract Section A.3.5, to the State no later than thirty (30) days after contract
start date, which includes all tasks with deliverabie dates necessary to install
Assessment
Measurement Measured, reported, and reconciied no later than three months after go-live of

the new pharmacy beneﬂt

T4 - Operational Readiness: "

The Contractor shall resolve aII f ndmgs |dentiﬂed by the State durrng its

Guarantee
operational readiness review, as required in Contract Section A.3.7, prior to go-
ive date
Assessment if the standard is not m_
aximum
Measurement Measured and reported no Iater than three (3) months after go Irve date
" 8. Plan Design B
Guarantee Plan desrgn as requrred |n the Plan Document will be |mplemented correctly. as

e ASSESSMIONE

Measurement

Measured and reported no Iater than six (6) months after go Irve date

6. Data Revlew =

All plan desrgn |mplementat|on data assocrated wrth the program setup and

Guarantee
Identifled in the implementation plan, as required in Contract Section A.3.5. will
be delivered to the State for review and approval prior to the go-live date.
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“

Assessment

Measurement

- Eliglbliity Set-Up

_f the standard s not el
Measured and reported no later than three (3) months after go~ ive

Guarantee As required in Contract Section A 18. 3 eligibility information wnil be ioaded
tested, verified and available online for use no later than thirty (30) days prior to
- Assessment cified |
Contract Section A.30.
maximum.
Measurement Measured, reported, and reconciied no later than three (3) months after go-live

date.

Guarantee

- 8. Implementation Satlsfaction' -

The Contractor's overall rating on the Implementation Performance Assessment 4
completed by the State, as required in Contract Section A.3.12, wiii be noted as
met or exceeded expectatlons or the equivalent of the same measure on any

Assessment

f the standard is not met.

Measurement

Measured, reported, and reconciled no later than three (3) months after go-live
date.

9. ‘Key Staff Vacancles

As required in Contract Section A 4 11 if any key posrtions become vacant the .

Guarantee
Contractor shall employ an adequate replacement within sixty (60) days of the
Assessment ays that the
vacancy is not fi
maximum.
Measurement Measured reported and reconclled annuaily
~10." Staff Avallabllity . -~ ' . ; ‘
Guarantee As required in Contract Section A 4 2, the Account Team shail be avaiiable for
consultation with the State during the hours of 8:00 a.m. to 4:30 p.m. Central
Standard Time, Monday through Frida
Assessimert #
Measurement Measured reported and reconciied annualiy

Guarantee

. 11. . POS System Avallabllity

POS system, used by contracted pharmacies to process pharmacy ciaims as
reguired in Contract Section A.5.13, shail be accessible and operational _
ercent of the time.

Assessment

for each contracted quarter.

Measurement

Measured and reported quarteriy, reconciled annually

Guarantee

42, POS System Processing

As regulred in Cont S ctlon A 5. 4 the Contractor shali proce
*}ercent of POS claims on a daily basis wnthinr
seconds. This is the time from when the claim is received by the Contractor's
processor to the time the results are transmitted from the Contractor's
processor and shall include ail procedures required to complete ciaim
adjudicatlon. For this calcuiation the number of claims processed withln-
seconds during each twenty-four {24) hour period shail be the numerator and
the number of claims processed during each twenty-four (24) hour period shali
be the denominator. The Contractor's measure shall reflect the time required for
all procedures required to complete claim adiudication.

——Assessment - -

Measurement

Guarantee

13. - Claims Processing Accuracy.

easured and reporte quarterly, reconclled annually

Claims processing accuracy, as required in Contract Section A5, 12 shali be

<t [l o higher.
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Assessment
or each contracted quarter.

-Measurement Quarterly internal audit performed by the carrier on a statistically valid sample.

Measured and reported quarterly, reconcrled annually

214, Claims Payment Accuracy : s 1 '
Guarantee Claims payment accuracy, as requlred in Contract Sectron A 6 5 shall be

ercent

Assessment

for each contracted quarter.

Measurement | Quarterly Internal audit performed by the carrier on a statistically valid sample.

Measured and reported quarterly, reconcrled annually

. 15. 'Clajms Payment Turnaround ‘ S G
Guarantee As required in Contract Sectron A 6. 8 the Contractor shall relmburse network

pharmacies in T ithin fougaen (14) calendar days of claims recelpt

for no less than Wercent of clean" claims and within thirty (30)

calendar days of clarms recerpt f

Assessment
All Claims: 8]
'Measurement Quarterly internal audit performed by the carrier on a statrstrcally valid sample,

Measured and reported quarterly, reconcrled annually

“percent -of partrcrpatrng pharmacres Wil adhere to “Yowest

“18. Pharmacy Prl
Guarantee

Assessment
; or each contracted quarter.

Measurement Measured and reported quarterly; reconcrled annually
17, Guaranteed Mlnlmum Discounts & Dispensing Fees g
Guarantee

Assessment
Measurement

easured and repo within ninety ays following each quarter,;
reconcrled annually du ﬂg the fi rst quarter
18, Network Access. : ' : '
Guarantee As required in Contract Sectlon A 7 5. 1 the Contractor shall marntain under
contract a network of pham oviders to provide the covered services such
that In urban areas, at least percent [l of Publrc Sector Plan
members, on average, live within five (5) miles of a retai | pharmacy participating
in the Contractor’s network; in suburban areas, at least percent of
Public Sector Plan members, on average, live within ten (10) miles of a retail

harmacy participating in the Contractor's network; and In rural areas, at least

percent of Public Sector Plan members, on average, live within

fifteen (15) mlles of a retail pharmacy participating in the Contractor's network.

Exceptions shall d, and approved by the State.
|---Assessment-- . | If ANY: of the-above listed standardsls |~ -
met, either individuaily or in combination.

Measurement Measured ann ually by the GeoNetworks‘U report provrded by the Contractor
19, - Mall Qrder Accuracy. " 4 '
Guarantee | -of all prescrlptrons malled to elrgrble Publrc Sector Plan members shall

Approved OIR/PCM 02/16/10 Page 63 of 83
CONFIDENTIAL
CMKO000065



be dispensed with the correct drug strength and dosage form per the
requirements of Contract Section A.7.7.1.

Assessment or
each contracted quarter.

Measurement Measured and reported quarterly, reconculed annually

:20. - Mail Order Tu g e
Guarantee mercent- or more of all orders filled from "clean” prescnptuons
not requiring pharmacy intervention shail be malled within three (3) business
Assessment
or each contracted quarter.
Measurement Measured and reported quarterly, reconclled annually
- 21, Formulary Changes™ ' :
Guarantee As required i in Contract Sectlon A 8.5, changes to the formulary, Step Therapy
or PA requirements shail be impiemented within thirty (30) days of the State's
approval or request. Changes shall inciude modifications to the POS system
and ali supporting systems and documents. Such changes to the program shaii
require pharmacy provider and affected pian member notification at least fifteen
(15) business days prior to the implementation, uniess the Contractor and State
mutuaily agree to a shorter notification ti
Assessment he standard is not met.
Measurement easy and reported qua e y, reconc e annually
- 22.. Pharmacotherapy Adherence Programs. - o iy L b
Guarantee As required in Contract Sectlon A 10 4 unless othen/vise dlrected by the State

no later than ninety (80) days after the go-iive date, the Contractor shall
impiement pharmacotherapy adherence programs for the following conditions:
asthma, diabetes meiiitus, chronic obstructive puimonary disease,
hypertensron and conditions requiring speciaity pharmacy products and

contract term in which the Contractor faiis to estabiish such pharmacotherapy

adherence programs.

Measurement Measured and reported no Iater than three months after go-llve

 23. 'Generic Utilization - : PR TS
Guarantee As required in Contract Sectlon A10. 8 the Contracwamcreaae genenc

utiiization rates no less than —percent nnuaiiy during the
first three (3) years of the contract and no less than ercent during the
last two ( : = e calc o 2 b =

Assessment
Measurement Measured, reported and reconclled annually
24, Generlc Substltution - : ' by A
Guarantee As requlred in Contract Sectlon AS8. 8 1, 'percent r more of
mail order prescrlptlons and-:ercen r more of retail prescriptions
eric product.
Assessment he standard is not met.

oo —Measurement.- - ‘reported and reconefled annually e T T
" 26. PA Evaluation. e ' i
Guarantee As requured in |on A he Contractor's caII center staff

shali evaluat ercentﬁof all urgent PA requests and
notifies the prescribing physician within twenty-four (24) hours. The Contractor
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shall ensure that the Call Center staff evaluates -ercent -

all non- urgent PA requests and notifies the prescribing physician within forty-
eight hours.

Assaessment that the standard is not
met.

..26." Eliglbliity Postlna.

Measurement Measured and reported quarterly, reconclled annually

[Rstecs ,__~:_J T

percen-of electronlcally transmrtted enrollment updates

Guarantee
pall ba gasted within one (1) business day after receipt in specified format and
osted within three (3) business days, as required
Assessment
Measurement Measured and reported weekly, reconcrled annually

. 27.. Eliglbility Discrepancles

Resolve all dlscrepancles (any drfference of values between the State s

Guarantee
database and the Contractor's database) Identified by the processing of the
enroliment file within five (5) business days of receipt of the file from the State,
as required In Contract Section A.16.4.4.
Assessment
maximum.
Measurement Measured and reporled quarterly, reconcrled annually

. 28. Data Loading

All data requlred for the Publlc Sector Plan |mplementat|on as descrrbed in o

Guarantee
tly.
Assessment fthe standard is not met.
Measurement easured and reporte qua te y, reconc ed annually
.29, Enrollment Data Match =~ o St
Guarantee The Contractor shall submlt an Enrollment Data Match not to exceed four (4)
times annually, in an agreed upon fon'nat within fourteen (14) calendar days of
the request from th ction A.16.5.
Assessment hat the standard is not
met.

Measurement Measured, reported, and reooncrled annually

- 30. _Enrollment Data Match Discrepancles’

_ Guarantee . | The Contractor shall resolve'the dlscrepancres |dent|l" ed ln the Enrollment Data

Match, within the specified timeframe(s) as required in Contract Section
A.186.5.1.

Assessment —that the standard is not
met.

Measurement Measured reported and reconcrled annually

-31. " Claims Data Quality " -

Guarantee As measured by the State s Clalms Data Management vendor the Contractor‘s
data submission to said vendor shall meet the following Data Quality measures
as required in Contract Section A.16.10.

Definition Measure Benchmark
| Date of birth | Data missing for < 3% of claims
Pharmacy provider ID missing Data missing for < 1.5% of
claims
NDC 11 missing Data missing for S 1.5% of
claims
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Assessment

Y of the above listed standards
i$ not met, uarterly Guarantee.

Measurement

Measured and reported by the State’s Claims Data Management vendor

Guarantee

" 32, Clalms Data Submission"

quarterly: reconculed annually

The Contractor shaIl submlt clalms data to the State 3 data management
vendor no later than fifteen (15) days following the end of each calendar
quarter, or more frequently as mutually agreed to by both parties, as required in
Contra

Assessment

Measurement

out
hereafter
aximum.
Measured, reported and reconciled quarterly

Guarantee

.-33," Data Transmisslon to Third Party Vendors

Unless otherwise dlrected by the State and provlded the speclﬁc data is
captured in Contractor's systems, the Contractor shall provide daily data feeds
of pharmacy claims to the State’s third party contractors during the term of the
contract and following the term of this contract until all claims incurred during
the term of this contract have been paid, as required In Contract Sectlon

Assessment

Measurement

A.16.11.
he standard is not met.
easured and reported monthly, reconculed annually

34. Appeal DeCIslo

Guarantee - f pre- appeals shall be decuded wlthln th|rty
(30) days and ercent f post-service appeals within sixty (60)
Assessment at the standard is not
aximum.
-Measurement reported and reconcIIed annually g
35. Appeal_ ‘ ' ' TR
Guarantee The Contractor shall respond to alI appeals related |nqu|nes ln wrltlng from the
State within one (1) week after receipt of salid Inquiry, as required in Contract
Section A.21.6.
Assessment hat the standard is not
m aximum.
Measurement Measured reported and reconculed annually

- 36.. Customer Service

The Contractor‘s toll-free customer service llnes for members and pharmacy

Guarantee
providers shall be open and staffed with trained staff at least two (2) weeks
rior to go-live, as required in Contract Section A.22.1.
Assessment he standard is not met D
aximum.
Measurement Measured reported and reconculed no later than three (3) months aﬂer go l|ve

- 37. Telephone Coverage

The Contractor shall provude unlnterrupted telephone coverage for twenty-four

Guarantee
(24) hours a day/seven (7) days a week for claims, systems and customer
service and pharmacy provider inquiries, as required in Contract Section
Assessment f the standard is not met
1 Meéasurenient | Measured and reporsd quaﬂérly, reconciled annuaIIy - §

* 38, - Maximum Speed of Answer

Guarantee The Contractor's call center shall answer, by a personmercent
I cails within five (5) minutes (300 seconds), as required in Contract
Section A.22.7.
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Assessment

f the standard is not met.

Measurement

Based on Contractor's internal telephone support system reports. Measured
and reported quarterly, reconciled annually

Guarantee

-39, Average Speed of Answer (ASA) e TR
The Contractor shall malntain an ASA of less thanm
and after the call is answered the Contractor may only put caliers on hold in

issue, as required in Contract Section A.22.8.
Assessment ﬂf the standard is not met.

order to (a) make outbound calis as necessary and (b) to research a caller's

Measurement Based on Contractor’s internal telephone support system reports. Measured
, and reported quarterly, reconciled annually
40. Blocked Call Rate vEs e
Guarantee The Contractor’s Call Center shail maintain a blocked call rate of less than-
ercent er quarter, as reguired in Contract Section A.22.9.
Assessment if the standard is not met.
Measurement Based on Contractor’s internal telephone support system reports. Measured,

reported and reconciled quarterly

41, Abandoned Call Rate -

The Contractor's Call Center shall malntaln an Abandoned Cail rate of not more

Guarantee
than ercen
Assessment ercent
Measurement Based on Contractor's internal telephone support system reports. Measured,

reported and reconclled quarterly

- 42, Written inquiries .

As required in Contract Sectlon A3.32 -percen of written

‘Guarantee
inquiries (mail and e-mail) responded to within five (5) business days
anc_;ercent wiil be responded to within ten (10) business
Assessment ach standard.
Quarterly guarantee.
Measurement Measured, reported and reconclled annuaily

43, - Member Comimunications e e S :
Guarantee All materiais produced by the Contractor shall be provnded to the State for
review and approval at least fourteen (14) days prior to planned printing,
assembly, and/or distribution, as required in tract Section A.23.8.
Assessment “lnstance that the standard is
not met.
The State will notify the Contractor of any such occurrence. Any amounts due

Measurement

for the Contractor's noncompliance with this pre-approval provision shall be
paid annually upon request by the State.

Guarantee

‘44, Distribution of Member Handbooks and Provider Network Directorles -

On an annual basis, at least two months prlor to the State’s annual transfer
period, the Contractor shall provide to the State, In electronic format,
information regarding the pharmacy benefit, as required in Contract Section
A.23.14.

Assessment

If the aforementioned information is not distributed to the State as required
then the total assessment shall b#
in which the standard is not me

Measurement

Measured, reported, and reconciled annually.

“Guaranteo

45 ~Initlal; MemberlD Card/Welcome Packet Distribution =~ 7 = T
of welcomeé packets containlng 1 D. cards wlll be

Hpércen
produced and mailed no later than twenty-one (21) days prior to go-live date, as
required in Contract Section A.23.13.2.

Assessment

Measurement

Approved OIR/PCM 02/18/10
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| date.

dWelcome Packet ... -

46. " Distribution of Qa gadiember G S NS
Guarantee ercent of welcome packets shall be produced and mailed
. within ten (10) days of receipt of complete and accurate eligibllity information,

as required in Contract Section A.23.13.2.
Assessment —in which the standard is not

met.
Meoasurement Measured, reported, and reconciled annually.
47.. Website e S e d i e e S B e
Guarantee The Contractor's Public Sector Plan website shall be available on the internet

and fully operational, with the exception of member data/Protected Heaith
Information one (1) week prior to the commencement of clalms processing, as

1
Assessment mhat the standard is not met.
Measurement | Measured, reported, and reconciled no later than three (3) months after go-live.

548, Systems Access UG T T n T L T T I e e
Guarantee Access to the Contractor’s online reporting and eliglbility systems shall be
granted to a minimum of three (3) State empioyees and a maximum of five (5)
State employees no later than one (1) week prior to go-live date, as required in
Contract Section A.25.2.

hat the standard is not met.
ongiled no later than three (3) months after go-l_iye.

- Assessment
Measurement Measured, reported, and rec
49, Member Satisfaction Survey . . o .0 oo o o
Guarantee The level of overall customer satlsfaction, as measured annually by the State
approved Member Satlisfaction survey(s) required | ract Section A.27.1,
will be equal to or greater thﬁement ﬂn the first year of the
Contract, and ercen in all subsequent year(s) within the contract
term.

Assessment that the standard is not met.
_Measurement Measured, reported, and recqngiled annually.

BOURAC Accreditation .

| As réquired in Contract S'ectidyn A.2.4, the Contractor shall posséss and

Guarantee
maintain full Pharmacy Benefit Management accreditation status with URAC
uring t i | ract.
Assessment the standard is not maintained.
Measurement Measured, reported, and reconciled annually.
'81. Reporting R L P e L R T e Tl A T A I i
Guarantee The Contractor shall distribute to the State all reports required in Contract

. Sections A.1 through A.30 within the time frame specified in the Contract.
Assessment #not delivered to the State within
the time frame specified in the contract.

Measurement Measured, reported, and reconciled annualily.
T8 Breagh. o T T T T e e T T T
Guarantee As required In Contract Section E.186., any misrepresentation or false
statements to stakeholder, enrollees, or potential enroliees by the Contractor
shall resuit in a breach of contract.

Assessimont | A maximu o
rted nciled_a er each occ e.

Measurement Me_as_ured,

B3, AUGILReGOVery . . . R
Guarantee As required in Contract Section A.28.11, any amount due the State which is not
m e .- | paid by. the.Contractor. within {30) days of the Contractor’s receipt-of the final .. -.|.. ...
audit repor
Assessment
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| Measurement

| Measured, reported, and reconciled after each occurrence.
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