CONTRACT # 18
RFS # 318.65-00257
FA # 08-25044
Edison # 12051

Department of Finance and
Administration
Health Care Finance and
Administration
Bureau of TennCare

VENDOR:
SVC Health Solutions, Inc.



DEPARTMENT OF FINANCE AND ADMINISTRATION
DIVISION OF HEALTH CARE FINANCE AND ADMINISTRATION

BUREAU OF TENNCARE
310 Great Circle Road
NASHVILLE, TENNESSEE 37243

March 15, 2013

Lucian Geise, Director

Fiscal Review Committee

8" Floor, Rachel Jackson Bidg.
Nashville, TN 37243

Aftention: Ms. Leni Chick
RE; SXC Health Solutions, Inc. Amendment #4

Dear Mr. Geise;

The Department of Finance and Administration, Division of Health Care Finance and
Administration, is submitting for consideration amendment #4 to SXC Heaith Solutions, Inc, the
TennCare competitively procured contract for Pharmacy Benefits Management. Due to the
higher than anticipated Cost Avoidance component of the contract, the proposed
amendment is needed to increase the maximum liability to provide adequate compensation
for Contractor performance for the final months of this contract. This funding increase does
not impact the rates submitted in the competitive Cost Proposal.

The Department of Finance and Administration, Division of Heaith Care Finance and
Administration, respectfully submits the above referenced amendment for consideration and
approval by the Fiscal Review Commities.

Chief Financiai Officer

ce Darin J. Gordon, Deputy Commissioner
Alma Chilton, Director of Contracts



Supplemental Documentation Required for

Fiscal Review Committee

*Contact Name: Alma Chilton *Contact | 615-507-6384
Phone:
*Original Contract | FA-08-25044-00 *QOriginal RFS | 318.65-257
Number: Number:
Edison Contract 12051 Edison RFS 31865-00257
Number: (if applicable) Nl;ﬁlogi;b l(g
*QOriginal Contract | June 1, 2008 *Current End | May 31, 2013
Begin Date: Date:
Current Request Amendment Number: | 4
{if applicable)
Proposed Amendment Effective Date: | May 15, 2013

Gf upplicable)

*Department Submitting:

-| Department of Finance and

Administration
*Division: | Health Care Finance and Administration
o *Ddte Submitted: | March 14, 2013
*Submitted Within Sixty (60) days: | Yes
__Ifnot, explain: | N/A
*Contract Vendor Name: | SXC Health Solutions, Inc.
*Current Maximum Liability: | $59,500,000.00

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

1"Y: 2009 FY: 2010

FY:2011

FY: 2012 FY 2013

$ 9,709,300.00 $12,596,190.00

$13,163,210.00

$14,031,300.00

3 10,000,000.00

*Current Total Expenditures by Fiscal Year of Contract:

(attach backup documentation from STARS or FDAS report) Afﬁached

FY: 2009 IY: 2010

FY: 2011

FY: 2012 FY 2013

$8,118,812.03 $10,031,362.21

$10,947,717.00

$11,739,339.29
(through 02/2013)

$15,506,794.25

This competitively procured contract includes fixed
amounts for specific rates submitted by the

| Contractor in their original RFP Cost Proposal.

IF Contract Allocation has been 2
greater than Contract '
Expenditures, please give the . .
reasons and explain where surplus
funds were spent

" | Additionally, there are associated costs included in
-| contractor reimbursement that are actual costs

which cannot be determined prior to actual
expenditures that also are included in the contract.

f The maximum liability included these projected
costs at the inception of the contract and any
1 unused dollars will roll forward to be used as

needed for these costs as they occur through the
duration of the contract.

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

If the amount spent on this contract is less than
the budgeted amount and contributes to a net

| surplus for the bureau, surplue funds would be

carried forward subject to authority granted in
Section 48, Item 3 of the General Apprepriations
Act.




Supplemental Documentation Required for

Fiscal Review Committee

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

N/A

*Contract
Funding | State: | $29,750,000.00 Federal: $29,750,000.00
Source/Amount:
Interdepartmental: Other:
If “other” please define:

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

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

Amendment #1 — July, 2010

Adds Disclosure of Ownership, Disclosure of
Business Transactions, and Health Care Related
riminal Conviction Disclosures as required by
CMS, and clarifies Liquidated Damages as specified
in the contract.

Amendment #2 - May, 2011

Extend term and provide funding.

Amendment #2 -~ May, 2012

Extend term and provide funding,

Method of Original Award: (f applicable)

Request for Proposal

*What were the projected costs of the

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

The projected costs assceiated with this
contract were based on Cost Proposals
submitted with Request for Proposal.
Prior to completion of RFP, costs could not
be projected. These documents are public
information and available upon request.




Supplemental Documentation Required for
Fiscal Review Committee

For all new non-competitive contracts and any contract amendment that changes
Sections A or C.3. of the original or previously amended contract document,
provide estimates based on information provided the Department by the vendor
for determination of contract maximum liability. Add rows as necessary to
provide all 1nformat10n requested. :

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

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

all estimated contract expenditures. (Section C.3 of original contract attached)

C3. Payment Methodology, The Contractor shall be compensated based on the payment rates herein for
units of service anthorized by the State in a totai amount not to-exceed the Contract Maximum Liability
cstablished in Section C.1. :

a.The Contractor’s compcnsatlon shall be contmgent upor: the satmfactory complenon of units,
milestones, or increments of servme defined in Section A, -

b. The Contractor shall be compens_ated based upon _the following_ payment rates:

(1) For service performed from June, 2008, through Seplember 30, 2008, the following rates
sha]l apply .

Amount

Service Description - - (per compensable increntent)

Installation Cost (Paid in Three Equal Installments) S o R $0
1/3 Due Three Months Prior to Delivery of Services S S

1/3 Due Two Months Prior to Delivery of Servwes
1/3 Due Upon Dehvery of Serwces o

(2) For service performed from October 1, 2008 through September 30, 2009, the following

rates shail app!y
Service Description RS I Amount
- - (per compensable increment)
Monthly Administrative Fee . S S $692.250 /month
Clinical Pharmacist Based in Nashville ' ' S g 16,830/ month
Clinical Pharmacist Based in Nashville g B ' $ 16,830/ month
Provider Educator Based in Nashville . h -~ $ 16,830/ month
Provider.Educatm; Based in Field o ' $ 16,830 / month
Provider Educator Based in Field _ _ - $ 16,830 / month
Provider Educator Based in Field : S o s " $ 16,830 / month
Data Research Analyst Based it Nashville .. - - S $ 9,180/ month
Program Coordinator Based in Nashville EER S S =8 13,006 / month




Supplemental Documentation Required for

Fiscal Review Committee

System Liaison Based in Contractor’s Home Office

$

9,180/ month

Contract Manager Based in Contractor’s Home Office

$ 11,476/ month

(3) For service performed from October 1, 2009, through September 30, 2010, the following

rates shall apply:

Service Description

Amount

(per compensable increment)

Monthly Administrative Fee - $ 727,598 / month
Clinical Pharmacist Based in Nashville $ 17,672/ month
Clinical Pharmacist Based in Nashville $ 17,672 / month
Provider Educator Based in Nashville $ 17,672/ month
Provider Educator Based in Field $ 17,672 / month
Provider Educator Based in Fie.ld $ 17,672/ month
Provider Educator Based in Field $ 17,672/ month
Data Research Analyst Based in Nashville - $ 9,639/ month
Program Coordinator Based in Nashville $ 13,656 / month
System Liaison Based in Contractor’s Home Office ¥ 9,639/ month

$ 12,049 / month

Contract Manager Based in Contractor’s Home QOffice

(4) For service performed from October 1, 2010, through May 31, 2011, the following rates

shall apply:
Service Description . : Amount_ .
. (per.compensable increment)
Monthly Administrative Fee T $763,977 / month
Clinical Pharmacist Based in Nashville $ -1'8,555 / month
Clinical Pharmacist Based in Nashville $ 18,555 / month
Provider Educator Based in Nashville - $ 18,555/ month
Provider Educator Based in Field $ 18,555 / month
Provider Educator Based in Field $ 18,555/ month
Provider Educator Based in Field $ 18,555/ month
Data Research Analyst 3ased in Nashville - $ 10,12] /month
Program Coordinator Based in Nashville $ I4,3'39 / month
System Liaison Based in Contractor’s Home Office $ 10,121 / month
Contract Manager Based in Contractor’s Home Office $ 12,652/ month




Supplemental Documentation Required for

Fiscal Review Committee

{5) Should the Contract be amended for Extension of Services, for the services performed
from June 1, 2011, through May 31, 2012, the following rates shall apply:

Service Description Amount.
(per compensable increment)
Monthly Administrative Fee $ 802,176 / month
Clinical Pharmacist Based in Nashville $ 19,483 / month
Clinical Pharmacist Based in Nashville 8 19,483 / month
Provider Educator Based in Nashville § 19,483 / month
Provider Educator Based in Field § 19,483 / month
Provider Educator Based in Field $ 19,483 / month
Provider Educator Based in Field - $ 19,483 / month
Data Research Analyst Based in Nashville $ 10,627 / month
Program Coordinator Baged in Nashville % 15,056/ month
System Liaison Based in Contractor’s Home Office % 10,627 / month
Contract Manager Based in Contractor’s Home Office ~ $ 13,284/ month

c.

Rebate Bonus - Per Section A.3.5.2.,, Annual Rebates for each vear of the contract shall be calculated on

the basis of any rebates obtained outside of the OBRA rebates. Annually, if the Contractor exceeds the

upper figure of the allowed supplemental rebate percent
based on the following table:

age range they shall receive an annual bonus

Exceed by less _than one

_One. hundred thousand  dollars

than two percent (2%)

percent (1%) {$100,000})
Exceed by more than or equal | Two hundred thousand dollars
to one percent {1%), but less | ($200,000)

Exceed by more than or

than three percent (3%) -

1o two percent (2%), but less

Six  hundred thousand dollars
($600,0_00)

equal '

‘| Exceed by more than or
| to three percent {3%)

One million, {wo hundred thousand
dollars ($1,200,000)

equal

Rebate Bonus . Per Section A.3.5.2., Annual Rebates for each year of the contract shall be

calculated on the basis of any rebates obtained outside of the GBRA rebates. The Table below
lists the Contractor’s Annual Allowed Supplemental Percentage for each year of the contract;

October 1, October 1,

2008- 2009-
September September

30, 2009 30,2010 -

October 1,

June 1, 2011~ | June 1, 2012-
2010-May May 31, May 31,
2013

31,2011 2012




Supplemental Documentation Required for
Fiscal Review Committee

Annual Allowed
Sepplemental Rebate 8.35% 8.35% 8.35% 8.35% 8.35%
Percentage ' :

C3.e  Third Party Liability Point of Service Edit — Per Section A.2.4.k, monthly savings due to cost avoidance
from the TPL POS edit shall be calculated based on claims denied for the sole reason of TPL, The
Contractor shall receive payment in the amount of 25% of the calculated cost avoidance savings due to
the TPL POS edit,

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

This contract amendment does not include proposed savmgs,-;how.ever,--lt is a-competitively- -
procured contract based on best technical and cost proposal, which includes drug rebates realized
by the State. This amendment provides funding to support the Coat Avoxdancc component of
the contract through the final end date,

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), cest of other options, and source of information for comparison of other
options (e.g. catalog, Web site). Add rows as necessary to md:cate price differentials
between contract dellverables. ' L :

SX(C Health bolutmns, Inec. was awarded the competitively procured contract for pharmacy
management and preferred drug list services for the TennCare program. Pursuant to State of
Tennessee contract rules, an RFP is the optimum state procurement methoed and no other options
were explored. All technical and cost proposals submitted as a result of this RFP are avaﬂable for

public mspectlon




SXC Health Solutions (Catamaran)
EDISON CONTRACT #12051

CONTRACT PAYMENTS BY FISCAL YEAR

{(Payment Detail Attached)

FY 2009

FY 2010 (Pre-Edison)
FY 2010 (Edison)

$8,118,812.03

$861,307.85
$9,170,054.36

FY 2010 (Total)
FY 2011
FY 2012

FY 2013

$10,031,362.21
$10,947,717.00
$15,506,794.25

$11 ,739,339.29

TOTAL

$56,344,024.78

(Through February 2013)



SXC Health Solutions {Catamaran)

FA0825044 - Expenditures by Fiscal Year

Funding Reference

Dept | Division | Year Document Date Expenditures
318 65 2009 FA0825044 10/31/2008 $836,072.00
318 65 2009 FA0825044 11/30/2008 $1,244,852.21
318 65 2009 FAQB25044 12/31/2008 $862,762.69
318 65 2009 FAQ825044 1/31/2009 $860,373.26
318 65 2009 FAD825044 2/28/2009 $836,109.80
318 65 2009 FAQ825044 3/31/2009 $884,025.42
318 65 2009 FA0825044 4/30/2009 $862,012.02
318 65 2009 FA0825044 5/31/2009 $862,421.869
318 65 2009 FA0825044 6/30/2009 $870,182.94
$8,118,812.03

Funding Reference

Dept | Division | Year Document Date Expenditures

318 65 2010 FA0825044 7/31/2008 $861,307.85
PAYMENTS MADE THROUGH EDISON:

318 65 2010 FA0825044 8/31/2009 $866,388.94
318 65 2010 FAQG825044 9/30/2009 $860,538.22
318 65 2010 FA0825044 10/31/2009 $907,339.55
318 65 2010 FADB25044 11/30/2009 $906,206.17
318 65 2010 FA0825044 12/31/2009 $902,229.08
318 65 2010 FA0825044 1/31/2010 $302,139.13
318 65 2010 FAQ825044 2/28/2010 $911,361.27
318 65 2010 FA0825044 3/31/2010 $878,613.00
318 65 2010 FA0825044 4/30/2010 $678,613.00
318 65 2010 FAD825044 5/31/2010 $878,013.00
318 65 2010 FAD825044 6/30/2010 $878,613.00

$10,031,362.21

FY 2009 Total

FY 2010 Total



SXC Health Solutions (Catamaran)

FA0825044 - Expenditures by Fiscal Year

Funding Reference
Dept | Division | Year Document Date Expenditures
318 85 2011 FAD825044 7/31/2010 $878,613.00
318 65 2011 FAQ825044 8/31/2010 $878,613.00
318 65 2011 FA0825044 9/30/2010 $878,613.00
318 65 2011 FAQ825044 10/31/2010 $922,540.00
318 65 2011 FA0825044 11/30/2010 $922,540.00
318 65 2011 FA0825044 12/31/2010 $922,540.00
318 85 2011 FA0825044 1/31/2011 $903,985.00
318 65 2011 FAQ825044 212812011 $903,985.00
318 65 2011 FAQB25044 3/31/2011 $922,540.00
318 65 20114 FA0825044 4/30/2011 $922,540.00
318 65 2011 FA0825044 5/31/2011 $922,540.00
318 85 2011 FAD825044 6/30/2011 $968,668.00
$10,947,717.00
Funding Reference
Dept | Division | Year Document Date Expenditures
318 85 2012 FA0825044 7/31/2011 $968,668.00
318 65 2012 FAQ825044 8/31/2011 $968,668.00
318 65 2012 FA0825044 8/31/2011 $302,792.15
318 65 2012 FAD825044 973072011 $1,090,861.95
318 65 2012 FADB25044 10/31/2011 $1,143,012.64
318 65 2012 FAG825044 11/30/2011 $1,124,421.94
318 65 2012 FA0826044 2121/2012 $1,169,192.67
318 65 2012 FA0825044 3/8/2012 $1,441,909.48
318 65 2012 FA0825044 3/29/2012 $1,505,398.12
318 65 2012 FA0825044 5/23/2012 $1,444,305.47
318 65 2012 FA0825044 71212012 $1,524,077.07
318 65 2012 FAQB25044 7/3/2012 $1,366,981.21
318 65 2012 FAD825044 7123/2012 $1,456,505.55

$15,506,794.25

FY 2011 Total

FY 2012 Total



SXC Health Solutions (Catamaran)

FA0825044 - Expenditures by Fiscal Year

Funding Reference

Dept | Division | Year Document Date Expenditures
318 85 2013 FADB25044 8/23/2012 $1,605,547.94
318 65 2013 FA0825044 10/19/2012 $1,448,581.79
318 65 2013 FAQB25044 11/7/2012 $1,304,455.74
318 65 2013 FAQ0825044 1213112012 $1,407 54212
318 65 2013 FAQ825044 12/31/2012 $1,446,980.00
318 65 2013 FA0825044 21172013 $1,432,581.70
318 85 2013 FA0B25044 Pending $1,507,324.76
318 65 2013 FAD825044 Pending $1,496,345.24

$11,739,339.29 FY 2013 Total



8-16-10 REQUEST-NON-AMEKD

Non-Competitive Amendment Request

NOT required for a contract with 3 federal, Tennessee, or Tennessee focal government entity or a grant.
Route a completed request, as one file in POF format, via e-mait attachment sent to: ARsprs.Agsprs@state.tn.us

APPROVED

CENTRAL PROCUREMENT GFFICER

Request Tracking # 31865-00257

Procuring Agency Department of Finance and Administration
Bureau of TennCare

Contractor SXC Health Solutions, Inc.

Contract # FA-08-25044-00

Propossad Amendment # 4

Edison ID # 12681

Contract Begin Date

June 1, 2008

Current Contract End Date
- with ALL oplions {o axterid axercised

May 31, 2013

Proposed Contract End Date
— with ALL optiong to extend exercised

May 31, 2013

Current Maximum Contract Cost
w with ALL oplions to extend exercisad

$ 59,500,000.00

Proposed Maximum Contract Cost
= with ALL optlions to extend exsercised

$62,000,000.00

Office for Information Resources Endorsement
— informstion technology service {N/A 1o THDA)

xX Not Applicable D Attached

eHealth Initiative Support
-~ heaith-refated professional, pharmecautical, laboralory, or imaging service

xx Not Applicable | | Attached

Human Resources Support
- slate amployee lraining service

xx Not Applicable [:! Attached

Explanation Need for the Proposed Amendment

This competitively procured contract is being amended to provide additional funds sufficient to
reimburse the Contractor as they carry out the obligations of this contract. Due to the higher than
anticipated Cost Avoidance component of the contract, the proposed amendment is needed to
increase the maximum fiability to provide adequate compensatian to the Contractor for the final

tof2



B-16-10 REQUEST-NDN-AMEND

Request Tracking # 31865-002587

months of this contract.
Name & Address of tha Contractor's Principal Qwrer(s) - NOT required for 5 TN state education institution
Mark A. Thierer, President and Chief Operating Officer

SXC Health Solutions, Inc.
2441 Warrenville Road

Suite 610
Lisfe, i 60532

Evidence Contractor's Experience & Length Of Experience Providing the Service

SXC Heaith Solutions Corp. hag been a leading provider of pharmacy benefits management (PBM)
services and Health Care Information Technology (HCIT) solutions to the healthcare benefits
management industry for over 27 years. The Company's product offerings ang soiutions combine a wide
range of PBM services and software applications, application service provider (ASP) processing services
and professional services, designed for many of the largest organizations in the pharmaceutical supply
chain, such as health ptans, employers, federal, provincial, and, state and local governments, pharmacy
benefit managers, retail pharmacy chains and other healthcare intermediaries. SXC is headquartered in
Lisle, lifinois with multiple locations in the US and Canada. SXC currently has a competitively procuted
contract for pharmacy benefits management with the Bureau of TennCare.

Efforts to identify Reasonable, Competitive, Procurement Alternatives

Based on combined Technical and Cost scores, SXC Health Solutions, Inc. was awarded the
competitively procured contract for Pharmacy Management and Preferred drug list server for the Bureau
of TennCare, the State of Tennessee's Medicaid program.

Justification - specifically explain why non-competitive negotiation is in the bes! interss! of the state

SXC Health Solutions, inc. was awarded the competitively procured contract for Pharmacy Management
and Preferred drug list server for the Bureau of TennCare, the State of Tennessee's Medicaid pragram.
Due to the higher than anticipated Cost Avoidance component of the contract, this amendment provides
funding to ensure sufficient funds are available for contractor payments. The Bureau of TennCare would
appreciate favorable review and approval of this amendment by the Commissioner of Finance and

Administration.

Agency Head Signature and Date - MUST be signed by the ACTUAL agency head as detsiled on the cumrent
Signature Certification, Signature by an aulhorized signatory is scceptable only in documented exigant circumstances

Dok LGl s lolls

20f2



_. CONTRACT AMENDMENT

e

Agency Tracking # Edison ID Contract # Amendment #
31865-00257 12051 FA0825044 04

Contractor Legal Entity Name Edison Vendor ID
SXC Health Solutions, Inc. 68120

Amendment Purpose & Effect(s)

Increases Maximum Liability

Amendment Changes Contract £nd Date: D YES E} NO End Date: May 31, 2013

TOTAL Contract Amount INCREASE or DECREASE per this Amandment (zerc if N/A): $ 2,500,000.00

Funding —

FY State Federal Interdepartmental | Other TOTAL Contract Amount
2008 $0.00 $0.00 $0.00
2009 $4,854,650.00 $4,854,650.00 ' $9,709,300.00
2010 $6,298,095.00 $6,208,095.00 $12,596,190.00
2011 $6,581,605.00 $6,581,605.00 $13,163,210.00
2012 $7.,015,650.00 $7.015,650.00 $14,031,300.00
2013 $6,250,000.00 $6,250,000.00 $12,500,000.00

TOTAL: | $31.000,000.00 | $31.000,000.00 $62,000,000.00

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

Budget Officer Confirmation; There is a balance in the OCR USE

appropriation from which obligations hereunder are reguired

to be paid that is not already encumbered to pay other

obligations.

%
Speed Chart (optional) Account Code (optional)
TNOCQOOO66 70803000




AMENDMENT #4
OF CONTRACT FA-08-25044-00
BETWEEN THE STATE OF TENNESSEE
DEPARTMENT OF FINANCE AND ADMINISTRATION
BUREAU OF TENNCARE
AND
SXC HEALTH SOLUTIONS, INC.

This Amendment is made and entered by and between the State of Tennessee, Department of Finance
and Administration, Bureau of TennCare, hereinafter referred to as the “State” or “TennCare" and SXC
Heaith Solutions, Inc., hereinafter referred o as the “Contractor " or “PBM.” It is mutually understood and
agreed by and between said, undersigned contracting parties that the subject contract is hereby amended
as follows;

1. Contract section C.1 is deleted in its entirety and replaced with the following:

€1 Maximum Liability. in no event shall the maximum liability of the State under this
Contract exceed Sixty-Two Mitlion Dollars ($62,000,000.00). The payment rates in
section C.3 shall constitute the entire compensation due the Contractor for all service and
Contractor obligations hereunder regardless of the difficulty, materials or equipment
required. The payment rates include, but are not limited to, all applicable taxes, fees,
overheads, and all other direct and indirect costs incurred or to be incurred by the
Contractor.

The Contractor is not entitled to be paid the maximum liability for any period under the
Contract or any extensions of the Contract for work not requested by the State. The
maximum liability represents available funds for payment to the Contractor and does not
guarantee payment of any such funds o the Contractor under this Contract unless the
State requests work and the Contractor performs said work. in which case, the
Centractor shall be paid in accordance with the payment rates detailed in section C.3.
The State is under no obligation to request work from the Contractor in any specific doltar
amounts or to request any work at aif from the Contractor during any pericd of this

Contract.

Required Approvals. The State is not bound by this Amendment until it is signed by the contract parties
and approved by appropriate officials in accordance with applicable Tennessee laws and regulations
{depending upon the specifics of this cantract, said officials may include, but are not limited to, the
Commissioner of Finance and Administration, the Commissioner of Human Resources, and the
Comptroller of the Treasury).

Amendment Effective Date. The revisions set forth herein shall be effective May 15, 2013. Ail other
terms and conditions of this Contract not expressly amended herein shall remain in full force and effect.

IN WITNESS WHEREQOF,

SXC HEALTH SOLUTIONS, INC.:

SIGNATURE DATE



PRINTED NAME AND TITLE OF SIGNATORY (above)

DEPARTMENT OF FINANCE AND ADMINISTRATION
BUREAU OF TENNCARE:

Mark A. Emkes, Commissloner DATE



GENERAL ASSEMBLY OF THE STATE OF TENNESSEE
FISCAL REVIEW COMMITTEE

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

Sen. Bill Ketron, Chairman Rep. Curtis Johnson, Vice-Chairman
Senators Representatives
Douglas Henry Reginald Tate Tommie Brown David Shepard
Brian Kelsey Ken Yager Jim Coley Tony Shipley
Eric Stewart Charles Curtiss Curry Todd
Randy McNally, ex officio Johnny Shaw Mark White
Lt. Governor Ron Ramsey, ex officio Charles Sargent, ex officio

Speaker Beth Harwell, ex officio

MEMORANDUM

TO: The Honorable Mark Emkes, Commaissioner
Department of Finance and Administration% \(/
FROM: Senator Bill Ketron, Chairman

C

Representative Curtis Johnson, Vice-Chairman
DATE: February 13, 2012

SUBJECT: CORRECTED Contract Comments
(Fiscal Review Committee Meeting 1/31/12)

RFS# 318.65-00257 (Edison # 12051)

Department: Finance & Administration/Bureau of TennCare

Vendor: SXC Health Solutions, Inc.

Summary: The vendor is responsible for pharmacy benefit management
and preferred drug list services. The proposed amendment extends the
current contract one year through May 31, 2013, and increases the
maximum liability by $10,000,000.

Current maximum liability: $49,500,000

Proposed maximum liability: $59,500,000

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

cc: The Honorable Darin Gordon, Deputy Commissioner
Ms. Jessica Robertson, Chief Procurement Officer
Mr. Robert Barlow, Director, Office of Contracts Review



STATE OF TENNESSEE
DEPARTMENT OF FINANCE AND ADMINISTRATION
DIVISION OF HEALTH CARE FINANCE AND ADMINISTRATION

BUREAU OF TENNCARE
310 Great Circle Road
NASHVILLE, TENNESSEE 37243

January 13, 2012

Lucian Geise, Director

Fiscal Review Committee

8" Fioor, Rachel Jackson Bldg.
Nashville, TN 37243

Attention: Ms. Leni Chick

RE: Bureau of TennCare Managed Care Organization Contract Amendments
SXC Health Solutions, Inc., #3
Public Consulting Group, Inc. #1
Health Management Associates, Inc. #1

Mr. Lucian Geise:

The Department of Finance and Administration, Bureau of TennCare, is submitting for
consideration by the Fiscal Review Committee the following Managed Care Organization (MCO}
amendments to these competitively procured contracts for the provision of medical and
behavioral services for TennCare enroliees. These amendments are necessary fo add
language consistent with the proposed budget presented to the Governor by TennCare. The
language clarifies that each MCO will receive full risk capitation payments for up to 12
months prior to the member's enroliment in the plan for members who are determined to
receive retro eligibility. Beyond the 12 month period, rather than the full capitation rate, the
~-MCO will invoice TennCare for actual expenditures. By making this language change to all of
the MCO contracts, TennCare is projected to realize a moderate reduction in payments.

AMERIGRCUP Tennessee, Inc, FA-07-16936-11
UnitedHealthCare Pian of River Valley, inc. FA-07-16937-11
UnitedHealthCare Plan of the River Valley, Inc FA-08-24979-08
(West Region)
Volunteer State Health Plan FA-08-245878-08
(VWest Region)
UnitedHealthCare Ptan of the River Valley, inc.-- - FA-08-24984-08
(East Region)
Volunteer State Health Plan FA-08-24983-08

{East Region)



January 13, 2012
Mr. Lucian Geise, Director
Page 2

Secondly, TennCare is submitting for consideration amendment #3 to SXC Health
Solutions, Inc, the contract for Pharmacy Management and Preferred drugs list server for
the Bureau of TennCare. This competitively procured contract amendment extends the term
of the contract for the 5" and final year and provides funding to support this extension. The
Bureau is developing language to release an RFP to competitively identify a contractor to
assume the Pharmacy management contract when this current term ends.

Finally, we are submitting for consideration amendments to the existing contracts with
Public Consulting Group, Inc. and Health Management Associates, Inc., for the purpose of
providing additional funding for policy and operational consulting services regarding health
insurance exchanges and for making evidence-based recommendations to the State.
Since the execution of these competitively procured contracts, one of the three
competitively procured Contractors (Dell) that received a contract award under the initial
Request for Proposal has indicated that it is unable to perform functions specified in the scope of
work due to loss of key subject matter consulting staff. This inability to perform work for the State
results in the need for redistribution of unused funds to the PCG and HMA contracts.
Additionally, the State has received additional planning funds to analyze evolving federal
guidance regarding the exchange marketplaces. Because of the continuing policy changes
at the federal level and the magnitude of the market impacts in Tennessee, the State
sought additional planning funds which were awarded on November 29, 2011. We now
need the corresponding technical assistance that these two competitively procured
contracts can provide to analyze the emerging issues in the market and revise our
recommendations if and as appropriate. The State indicated in both the RFP and resulting
contract that contract funding would be increased as needed and as availability of
additional federal funding dictated.

The Bureau of TennCare would greatly appreciate the consideration and approval of these
amendments by the Fiscal Review Committee.

Sincerely,
] P
; '/"f /f/ // /
Nt ,Jf,_;( E—

=

{,/f:-“_ _‘\‘ﬂ
\

Casey Dungan .
Chief Financial Officer

cc: Darin J. Gordon, Deputy Commissioner
Alma Chilton, Director of Contracts



Supplemental Documentation Required for

Fiscal Review Committee

*Contact Name: Alma Chilton *Contact | 615-507-6384
Phone:
*Original Contract | FA-08-25044-00 *Original RFS | 318.65-257
Number: Number:
Edison Contract 12051 Edison R.FS 31865-00257
Number: (if applicable) N‘;ﬁ’;ﬁ;bg
*Original Contract | June 1, 2008 *Current End | May 31,2012
Begin Date: Date: )
Current Request Amendment Number: | 3
- (f applicable)
Proposed Amendment Effective Date: | May 31, 2012
(if applicable)

*Department Submitting:

Department of Finance and
Administration

*Division: | Bureau of TennCare

*Date Submitted: | January 13, 2011

*Submitted Within Sixty (60) days: | Yes

If not, explain: | N/A

*Contract Vendor Name: | SXC Health Solutions, Inc.

*Current Maximum Liability: | $49,500,000.00

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

FY: 2009 FY: 2010 FY:2011 FY: 2012 FY FY

$9,709,300.00 $12,596,190.00 $13,163,210.00 $14,031,300.00 $ $

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

FY: 2009 FY: 2010 FY: 2011 FY: 2012 FY Y
o N ‘ ! $5,598,424.68 .
$8.118,812.03 $10,031,362.21 | $10,947,717.00 (thea 11/302011) $ %

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

This competitively procured contract includes fixed
amounts for specific rates submitted by the
Contractor in their original RFP Cost Proposal.
Additionally, there are associated costs included in
contractor reimbursement that are actual costs
which cannot be determined prior to actual
expenditures that also are included in the contract.
The maximum lability included these projected
costs at the inception of the contract and any
unuged dollars will roll forward to be used as
needed for these costs as they occur through the
duration of the contract.

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

If the amount spent on this contract is less than
the budgeted amount and contributes to a net
surplus for the bureau, surplus funds would be
carried forward subject to authority granted in
Section 48, Item 3 of the General Appropriations
Act.




Supplemental Documentation Required for

Fiscal Review Committee

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

N/A

*Contract
Funding | State: | $24,750,000.00 Federal: $24,750,000.00
Source/Amount:
Interdepartmental: Other:
If “other” please define:

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

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

Amendment #1 — July, 2010

Adds Disclosure of Ownership, Disclosure of
Busginess Transactions, and Health Care Related
Criminal Conviction Disclosures as required by
CMS, and clarifies Liquidated Damages as specified
in the contract.

Amendment #2 — May, 2011

Extend term and provide funding.

Method of Original Award: (if applicable)

Request for Proposal

*What were the projected costs of the
service for the entire term of the contract
prior to contract award?

The projected costs associated with this
contract were based on Cost Proposals
submitted with Request for Proposal.
Prior to completion of RFP, costs could not
be projected. These documents are public
information and available upon request.




Supplemental Documentation Required for
Fiscal Review Committee

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

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

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

all estimated contract expenditures. (Section C.3 of original contract attached)

C3. Payment Methodology. The Contractor shall be compensated based on the payment rates herein for
units of service authorized by the State in a total amount not to exceed the Contract Maximum Liability
established in Section C.1.

a.The Contractor’s compensation shall be contingent upon the satisfactory completion of units,
milestones, or increments of service defined in Section A,

b. The Contractor shall be compensated based upon the following payment rates:

{h For service performed from June, 2008, through September 30, 2008, the following rates
shall apply:

Amount

Service Deseription {per compensable increment)

Installation Cost (Paid in Three Equal Instailments) 30
t/3 Due Three Months Prior to Delivery of Services
1/3 Due Two Months Prior to Delivery of Services
1/3 Due Upon Delivery of Services

(2)  For service performed from Qctober 1, 2008, through September 30, 2009, the following
rates shall apply:

Service Descripti Amount

Pervice Descriplion (per compensable increment)
Monthly Administrative Fee $ 692,250 / month
Clinical Pharmacist Based in Nashville $ 16,830/ month

16,830 / month
16,830 / month
16,830 / month

Clinical Pharmacist Based in Nashville

Provider Educator Based in Nashville

3

b

Provider Educator Based in Field b
Provider Educator Based in Field % 16,830/ month

$

$

$

16,830 / month
9,180 / month
13,006 / month

Provider Educator Based in Field

Data Research Analyst Rased in Nashville

Program Coordinator Based in Nashville




Supplemental Documentation Required for

Fiscal Review Committee

System Liaison Based in Contractor’s Home Office

$ 9,180/ month

Contract Managey Based in Contractor’s Home Office

$ 11,476 / month

(3)  For service performed from October 1, 2009, through September 30, 2010, the following

rates shall apply:

Service Description

Amount
(per compensable increment))

Monthly Administrative Fee

$ 727,598 / month

Clinical Pharmacist Based in Nashville

$ 17,672 / month

Clinical Pharmacist Based in Nashville

$ 17,672/ month

Provider Educator Based in Nashville

17,672 / month

Provider Educator Based in Field

17,672 / month

Provider Educator Based in Field

17,672 / month

Provider Educator Based in Field

17,672 / month

Data Research Analyst Based in Nashville

Program Coordinator Based in Nashville

13,656 / month

System Liaison Based in Contracter’s Home Office

9,639 / month

Contract Manager Based in Contraclor's Home Office

$
3
b
3
$ 9,639/ month
$
$
3

12,049 / month

(4) For service performed from October 1, 2010, through May 31, 2011, the following rates

shalt apply:

Service Description

Amount
(per compensable increment)

Monthly Administrative Fee

$ 763,977 / month

Clinical Pharmacist Based in Nashville

§ 18,555/ month

Clinical Pharmacist Based in Nashville

$ 18,555/ month

Provider Educator Based in Nashville

18,555 / month

Provider Educator Based in Field

18,555 / month

Provider Educator Based in Field

18,555 / month

Provider Educator Based in Field

18,555 / month

Data Research Analyst Based in Nashville

Program Coordinator Based in Nashville

14,339 / month

System Liaison Based in Contractor’s Home Office

10,121 / month

Contract Manager Based in Contractor’s Home Office

$
$
3
§
$ 10,121 / month
$
$
$

12,632 / month




Supplemental Documentation Required for

Fiscal Review Committee

(5)  Should the Contract be amended for Extension of Services, for the services performed
from June 1, 2011, through May 31, 2012, the following rates shall apply:

Service Description

Amount
(per compensable increment)

Monthly Administrative Fee

$ 802,176 / month

Clinical Pharmacist Based in Nashville

$ 19,483 / month

Clinical Pharmacist Based in Nashviile

$ 19,483 / month

Provider Educator Based in Nashville

$ 19,483 / month

Provider Educator Based in Field § 19,483 / month
Provider Educator Based in Field $ 19,483 / month
Provider Educator Based in Field $ 19,483 / month
Daia Research Analyst Based in Nashville $ 10,627/ month
Program Coordinator Based in Nashville $ 15,056 / month
System Liaison Based in Contractor’s Home Office £ 10,627/ month
Contract Manager Based in Contractor’s Home Office $ 13,284/ month

<. Rebate Bonus - Per Section A.3.5.2., Annual Rebates for each year of the contract shall be calculated on
the basis of any rebates obtained outside of the OBRA rebates, Annually, if the Contractor exceeds the
upper figure of the allowed supplemental rebate percentage range they shall receive an annual bonus

based on the following table:

than three percent (3%)

Exceed by less than one | One hundred thousand dollars
percent (1%) ($100,000})

Exceed by more than or equal | Two hundred thousand  dollars
to one percent (1%), but less | ($200,000)

than two percent (2%)

Exceed by more than or equal | Six  hundred thousand  dollars
1o twe percent (2%), but less | ($600,000)

Exceed by more than or equal
to three percent (3%)

One million, two hundred thousand
dollars ($1,200,000)

d. Rebate Bonus - Per Section A.3.5.2., Annual Rebates for each year of the contract shall be
calculated on the basis of any rebates obtained outside of the OBRA rebates. The Tabie below
lists the Coniracior’s Annual Allowed Supplemental Percentage for each year of the contract;

Qctober 1, | October 1, ¢y her 1, | June 1,2011- | June 1, 2012-
2008- 2009-
. . 2010-May May 3, May 31,
September September 319011 2012 2013
30, 2009 36, 2010 ’




Supplemental Documentation Required for
Fiscal Review Committee

Annual Aliowed
Supplementat Rebate 8.35% 8.35% 8.33% 8.35% 8.35%
Percentage

C3.e  Third Party Liability Point of Service Edit — Per Section A.2.4.k, monthly savings due to cost avoidance
from the TPL POS edit shall be calculated based on claims denied for the sole reason of TPL. The
Contractor shall receive payment in the amount of 25% of the caloulated cost avoidance savings due to
the TPL POS edit. '

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

This contract amendment does not include proposed savings, however, it is a competitively
procured contract based on best technical and cost proposal, which includes drug rebates realized
by the State, Per the RFP and current competitively procured contract language, this
amendment to SXC Health Solutions, Inc., the pharmacy management and preferred drug list
contractor, extends the term for an additional year and adds funding to support the term
extension based on competitive rates submitted in the contractor’s Cost Proposal when the

original contract was competitively procured.

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 (c.g. catalog, Web site). Add rows as necessary to indicate price differentials
between contract deliverables.

SXC Health Solutions, Inc. was awarded the competitively procured contract for pharmacy
management and preferred drug list services for the TennCare program. Pursuant to State of
Tennessee contract rules, an RFP is the optimum state procurement method and no other options
were explored. All technical and cost proposals submitted as a result of this RFP ave available for

public inspection.

L.



SXC Health Solutions

FA0825044 - Expenditures by Fiscal Year

Funding Reference
Dept | Division | Year Document Date Expenditures
318 65 2009 FADB25044 10/31/2008 $836,072.00
318 85 2009 FADB825044 11/30/2008 $1,244,852.21
318 65 2009 FAQ825044 1213172008 $862,762.69
318 85 2009 FAQ825044 1/31/2009 $860,373.26
318 65 2009 FA0825044 2/28/2009 $836,100.80
318 63 2009 FA0825044 3/31/2009 $884,025 .42
318 65 2009 FA0825044 4/30/2009 $862,012.02
318 65 2009 FADQB25044 5/31/2009 $862,421.69
318 65 2009 FAD825044 6/30/2009 $870,182.94
$8,118,812.03
318 65 2010 FA(825044 7/31/2009 $861,307.85
PAYMENTS MADE THROUGH EDISON:
318 65 2010 FA0825044 8/31/2009 $866,388.94
318 65 2010 FA0825044 9/30/2009 $860,538.22
318 65 2010 FADB25044 10/31/2009 $907,339.55
318 65 2010 FAQ825044 11/30/2009 $908,206.17
318 65 2010 FAD825044 12/31/2008 $902,229.08
318 65 2010 FAD825044 1/31/2010 $302,138.13
318 65 2010 FA0825044 2/28/2010 $911,361.27
318 65 2010 FADB25044 3/31/2010 $878,613.00
318 65 2010 FAQ825044 4/30/2010 $878,613.00
318 65 2010 FAQ825044 5/31/2010 $878,013.00
318 65 2010 FAD825044 6/30/2010 $878,613.00
$10,031,362.21
318 65 2011 FAQB825044 71312010 $£878,613.00
318 85 2011 FA0825044 8/31/2010 $878,613.00
318 65 2011 FA0B25044 9/30/2010 $878,613.00
318 65 2011 FAO825044 10/31/2010 $922,540.00
318 65 2011 FA0825044 11/30/2010 $922,540.00
318 65 2011 FA0825044 121312010 $922,540.00
318 65 2011 FA0825044 1/31/2011 $903,885.00
318 65 2011 FA0B25044 2/28/2011 $903,985.00
318 65 2011 FADB25044 3/31/2011 $922,540.00
318 65 2011 FAQ825044 4/30/2011 $922,540.00
318 65 2011 FA0825044 5/31/2011 $922,540.00
318 65 2011 FAD825044 6/30/2011 $968,668.00

$10,947,717.00

FY 2009 Total

FY 2010 Total

FY 2011 Total



SXC Health Solutions

FA0825044 - Expenditures by Fiscal Year

Funding Reference

Dept | Division Year Document Date Expenditures
318 65 2012 FA0825044 713112011 $968,668.00
318 65 2012 FAQ825044 813172011 $968,668.00
318 65 2012 FAQ825044 8/31/2011 $302,792.15
318 65 2012 FAQB25044 9/30/2011 $1,090,861.95
318 65 2012 FAQ825044 10/31/2011 $1,143,012.64
318 65 2012 FADB25044 11/30/2011 $1,124,421.04

$5,598,424.68

FY 2012 Total



B-16-10 REQUEST-NON-AMEND

Non-Competitive Amendment Request

NOT required for a contract with a federal, Tennessee, or Tennessee iocal government antity or 4 grant.
Route a completed request, as one file in PDF format, via e-mail attachment sent to: Agsprs. Agsprs@state tn.us

APPROVED

COMMISSIONER OF FINANCE & ADMINISTRATION

Request Tracking # 31865-00257
Procuring Agency Department of Finance and Administration
Bureau of TennCare
Contractor SXC Health Solutions, Inc.
Contract # FA-08-25044-00
Proposed Amendment # 3
Edison ID # 12051
Contract Begin Date June 1, 2008
it AL optons (0 sxond evaries May 31, 2012
Proposed Contract End Date May 31, 2013

- with ALL options to extend exercised

Current Maximum Contract Cost
— with ALl opfions to extend exercised

$ 49,500,000.00

Proposed Maximum Contract Cost
~ with ALL options to extend exercised

$59,500,000.00

Office for Information Resources Endorsement
— information technology service (N/A to THDA)

XX Not Applicable D Attached

eHealth Initiative Support
— health-related professional, pharmaceulical, laboratory, or imaging service

xx Not Applicable [_] Attached

Human Resources Support
- stale employee training service

Xxx Not Applicable D Attached

Explanation Need for the Proposed Amendment

Per language in the Reguest for Proposal (RFP) and resulting competitively procured contract, this
proposed amendment extends the term for the 5™ and final year of the competitively procured

contract and provides funding to support the term extension.

Name & Address of the Contractor’s Principal Owner(s) ~ NOT required for a TN state education institution

10f2




8-16-10 REQUEST-NCN-AMEND

Request Tracking # 31865-00257

Mark A. Thigrer, President and Chief Operating Officer
SXC Health Solutions, Inc.
2441 Warrenville Road

Suite 6810
Lisle, . 80532

Evidence Contractor's Experience & Length Of Experience Providing the Service

8XG Health Solutions Corp. has been a leading provider of pharmacy benefits management (PBM)
services and Health Care information Technology (HCIT) solutions to the healthcare benefits
management industry for over 27 years. The Company's product offerings and solutions combine a wide
range of PBM services and software applications, application service provider (ASP) processing services
and professional services, designed for many of the largest organizations in the pharmaceutical supply
chain, such as health plans, employers, federal, provincial, and, state and local governments, pharmacy
benefit managers, retail pharmacy chains and other healthcare intermediaries. SXC is headquartered in
Lisle, llinois with multiple locations in the US and Canada. SXC currently has a competitively procured
contract for pharmacy benefits management with the Bureau of TennCare.

Efforts to Identify Reasonable, Competitive, Procurement Alternatives

SXC Heaith Solutions, Inc. was awarded the competitively procured contract for Pharmacy Management
and Preferred drug list server for the Bureau of TennCare, the State of Tennessee's Medicaid program.
Per RFP and contract language, this competitively procured contract is being extended for the 5™ and
final year of the contract and funding to support the term extension is being added.

Justification - specifically explain why non-competitive negotiation is in the best interest of the state

SXC Health Solutions, Inc. was awarded the competitively procured contract for Pharmacy Management
and Preferred drug list server for the Bureau of TennCare, the State of Tennessee's Medicaid program.
This competitively procured contract amendment extends the term of the contract and provides funding to
support this extension. The Bureau is developing language to release an RFP to competitively identify a
contractor to assume the Pharmacy Management contract when this term ends. The Bureau of TennCare
would appreciate favorabie review and approval of this amendment by the Commissioner of Finance and

Administration.

Agency Head Signature and Date - MUST be signed by the ACTUAL agency head as detailed on the current
Signature Certification. Signature by an authorized signatory is acceptable only in documented exigent circumstances

20f2



CONTRACT AMENDMENT

Agency Tracking # Edison iD Contract # Amendment #
31865-00257 12051 FA-08-25044 03
Contractor Legal Entity Name Edison Vendor i
$XC Health Solutions, Inc. 0000068120
Amendment Purpose & Effect(s) FEIN or SSN (optional)
Amendment extends term and adds funding for an additional year
Amendment Changes Contract End Date: @ YES [:] NO End Date: May 31, 2013
Maximum Liability (FOTAL Contract Amount} Increase/Decroass per this Amendment: $10,000,000.00
FY State Faderal interdepartmental | Other TOTAL Contract Amount
2008 $0.00 $0.00 £0.00
2009 $4,854,650.60 $4,854 650.00 $6,708,300.00
2010 $6,298,095.00 $6,268,095.00 $12,596,190.00
2011 $6.581,605.00 $6,581,605.00 $13,163,210.00
2012 $7.015,650.00 $7.015,650.00 $14,031,300.00
2013 $5,000,000.00 $5,000,000.00 $10,000,000.00
TOTAL: | $28,750,000.00 | $29,750,000.00 $59,500,000.00

Amarican Recovery and Reinvestment Act (ARRA} Funding: [:] YES NO

Budget Officar Confiration: There is a balance in the
appropriation from which obligations hereunder are raquired to be QCR USE

paid that is not already encumbared to pay other obligations,
FA0825044-03

%’Z Wotyon
| -

Account Code (optional)
70803000

Speed Code (optional)
[ TNOO000066




AMENDMENT #3
OF CONTRACT FA-08-25044-00
BETWEEN THE STATE OF TENNESSEE
DEPARTMENT OF FINANCE AND ADMINISTRATION
BUREAU OF TENNCARE
AND
SXC HEALTH SOLUTIONS, INC.

This Amendment is made and entered by and between the State of Tennessee, Department of Finance
and Administration, Bureau of TennCare, hereinafter referred to as the “State” or “TennCare” and SXC
Health Solutions, Inc., hereinafter referred to as the "Contractor * of "PBM." Itis mutually understood and
agreed by and between said, undersigned contracting parties that the subject contract is hereby amended

as folfows:

1. Contract section B.1 is deleted in its entirety and replaced with the following:

B.1.  This Contract shall be effective for the period beginning June 1, 2008, and ending on May
31, 2013. The Contractor hereby acknowledges and affirms that the State shall have no
obligation for services rendered by the Contractor which were not performed within this

specified contract period.
2. Contract section C.1 is deleted in its entirety and repfaced with the following:

C.1. Maximum Liability. In no event shall the maximum liability of the State unider this
Contract exceed Fifty Nine Million Five Hundred Thousand Dottars ($59,500,000.00).
The payment rates in section C.3 shall constitute the entire compensation due the
Contractor for all service and Contractor obligations hereunder regardiess of the difficulty,
materials or equipment required. The payment rales include, but are not limited to, all
applicable taxes, fees, overheads, and all other direct and indirect costs incurred or to be

incurred by the Contractor,

The Contractor is not entitled to be paid the maximum fiability for any period under the
Contract or any extensions of the Contract for work not requested by the Stafe, The
maximurm liability represents available funds for payment to the Contractor and does not
guarantee payment of any such funds to the Contractor under this Contract unless the
State requests work and the Contractor performs said work. in which case, the
Contractor shall be paid in accordance with the payment rates detailed in section C.3.
The State is under no obligation to request work from the Contractor in any specific dollar
amounts or to request any work at all from the Contractor during any period of this

Contract,

Reguired Approvals. The State is not bound by this Amendment until it is signed by the contract parties
and approved by appropriate officials in accordance with applicable Tennessee laws and regulations
{depending upon the specifics of this contract, said officials may include, but are not limited to, the

,NClQmmisszneLaf_Emance\aﬂﬁLAdmjmsizamﬂPme_Cnmmissione{.nf.Human,‘Resoumes,»and&thewm... S

) Comptroller of the Treasury),

Amendment Effective Date. The revisions set forth herein shall be effective May 31, 2012. All other
terms and conditions of this Contract riot expressly amended herein shall remain in full force and effect.




IN WITNESS WHEREOF,

SXC HEALTH SOLUTIONS, INC.:

Og/ ) / / 20 /f 9.

DATE

-»jp'lé‘]( ///:/f i(qt"j? o ’i /AH? : ol e / l/)fi;[\fi(e’ o~

/

SIGNATUR

PRINTED NAME AND TITLE OF SIGNATORY (above)

DEPARTMENT OF FINANCE AND ADMINISTRATION
BUREAU OF TENNCARE:

/’Z// é/l o w‘.‘» rp LS B S pe02

Mark A. Emkes, Commissioner DATE




GENERAL ASSEMBLY OF THE STATE OF TENNESSEE
FISCAL REVIEW COMMITTEE

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

Sen. Bill Ketron, Chairman Rep. Curtis Johnson, Vice-Chairman
Senators Representatives
Douglas Henry Reginald Tate Tommie Brown David Shepard
Brian Kelsey Ken Yager Jim Coley Tony Shipley
Eric Stewart Charles Curtiss Curry Todd
Randy McNally, ex officio Johnny Shaw Mark White
Lt. Governor Ron Ramsey, ex officio Charles Sargent, ex officio

Speaker Beth Harwell, ex officio

MEMORANDUM

TO: The Honorable Mark Emkes, Commissioner
Department of Finance and Administration (.,
FROM: Bill Ketron, Chairman, Fiscal Review Commaittee %

Curtis Johnson, Vice-Chairman, Fiscal Review Committee C%
DATE: April 12, 2011

SUBJECT: Contract Comments
(Fiscal Review Committee Meeting 4/11/11)

RFS# 318.65-257 (Edison # 12051)

Department: Finance & Administration

Division: TennCare Bureau

Vendor: SXC Health Solutions, Inc.

Summary: The vendor is currently providing pharmacy benefit
management and preferred drug list services. The proposed
amendment extends the current contract for an additional year
through May 31, 2012, and increases the maximum liability by
$15,000,000.

Current maximum liability: $34,500,000

Proposed maximum liability: $49,500,000

After review, the Fiscal Review Committee voted to approve the contract
amendment.

ce: The Honorable Darin Gordon, Deputy Commissioner
Mzr. Robert Barlow, Director, Office of Contracts Review



State of Tennessee
Department of Finance and Administration
Bureau of TennCare
310 Great Circle Road
Nashville, Tennessee 37243

Bill Haslam ' Mark A. Emkes
Governor Commissioner

March 22, 2011

Mr. Jim White, Director

Fiscal Review Cormmittee

8" Floor, Rachel Jackson Bidg.
Nashville, TN 37243

Aftention: Ms. Leni Chick
RE: Bureau of TennCare Contract Amendment

Dear Mr. White:

The Department of Finance and Administration, Bureau of TennCare, is submitting for
consideration by the Fiscal Review Committee amendment #2 to FA-08-25044-00, TennCare's
competitively procured. contract with SXC Health Solutions, Inc. This. Contractor. provides.
pharmacy benefits management services for the Bureau of TennCare enrollee pharmacy
program. The proposed amendment clarifies existing language regarding TennCare outputs,
POS claims processing and edits, Third Party Liability/Coordination of benefits, step therapy
and modified Liquidated Damages. Additionally, as per Request for Proposal (RFP) and
current contract language, the term of this competitively procured contract is extended for an
additional year and funding added to support the term extension as well as 25% of actual
POS cost avoidance savings. The original rates that were submitted by the Contractor in the
RFP competitive cost proposals remain unchanged.

The Bureau of TennCare would greatly appreciate the consideration and approval of this
amendment by the Fiscal Review Committee.

Sincerely,

Corfn——"""
8002/4 :

Pierce
Chief Financial Officer

ce: Darin J. Gordon, Deputy Commissioner
Aima Chilton, Director of Contracts



Supplemental Documentation Required for
Fiscal Review Committee

= = =
*Contact Name: Alma Chilton Contact | 615-507-6384
Phone:
*Original Contract | FA-08-25044-00 *Original RFS | 318.65-257
Number: Number:
Edison Contract 12051 Ef,\;hsog RFS 31865-00257
Number: (if applicable) iﬁzﬁiﬁé{
*Original Contract { June 1, 2008 *Current End | May 31, 2011
Begin Date: Date:
- Current Request Amendment Number: | 2
_ (if appiicable)
Proposed Amendment Effective Date: | May 31, 2011
(if applicable)

Department of Finance and

*Department Submitting: Administration

*PDivision: | Bureau of TennCare

*Date Submitted: | March 22, 2011

*Submltted Within Sixty (60) days: | Yes

_Af not, explain:

' *Contract Vendor Name: | SXC Health Solutions, Inc.

*Current Maximum Liability: | $34,500,000.00

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

FY: 2009 FY: 2010 FY:2011 FY: FY FY

£ 9,709,300.00 $12,596,190.00 | $12,194510 | § 3 $

*Current Total Expenditures by Fiscal Year of Contract:
Aattach backup documentation from STARS or FDAS reporty -

FY: 2009 FY: 2010 FY: 2011 BY: FY FY

$5,118,812.03 | $10,031,362.21 | $7:200.829.00% 1 s .

thru 2/11
: This competitively procured contract includes fixed
amounts for specific rates submitted by the
Contractor in their original RFP Cost Proposal.

IF Contract Allocation has been " | Additionally, there are associated costs included in
greater than Contract contractor reimbursement that are actual costs

T - . which cannot be determined prior to actual
Expenditures, please give the expenditures that also are included in the contract,
reagons and explain Whele Sulplu"-’ The maximum lability included these projected
funds were spent: e . costs at the inception of the contract and any

Ca ' unused dollars will roll forward to be used as
needed for these costs as they oceur through the

duration of the contract.

' . If the amount spent on this contract is less than
IF surplus funds have been carried the budgeted amount and contributes to & net

forward, please give the reasons surplus for the bureau, surplus funds would be

and provide the authority for the carried forward subject to authority granted in
carry forward provision: Section 48, Item 3 of the General Appropriations

Act,




Supplemental Documentation Required for

Fiscal Review Committee

[ IF Contr: act Bxpenditures exceeded
Contract Allocation, please give the
reasons and explain how funding
was acquired to pay the overage:

N/A

*Contract L .
Funding | - State: $17,250,000.00 Federal: $17,250,000.00
Source/Amount: ' .
Int -d, o al: .
erdepartmental Other:

If “other” please define:

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

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

Amendment #1 - July, 2010

Adds Disclosure of Ownership, Disclosure of
Business Transactions, and Health Care Related
Criminal Conviction Disclosures as required by
CMS, and clarifies Liquidated Damages as specified
in the contract.

Method of Original Award: f applicable)

Request for Proposal

*What were the projected costs of the
service for the e_ntue term of the contract
prior to contract award?

The projected costs associated with this
contract weve based on Cost Proposals
submitted with Request for Proposal.
Prior to completion of RFP, costs could not
be projected. These documents are public
information and available upon request.




Supplemental Documentation Required for
Fiscal Review Committee

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

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 mecessary to indicate

all estimated contract expenditures. (Section C.3 of original contract attached)

C3. Payment Methodology. The Contractor shall be compensated based on the payment rates herein for
units of service authorized by the State in a total amoust not to exceed the Contract Maximum Liability
established in Section C.1. - L ' :

a.The Coutractor_’s compensation shall be contingent upon the satisfactory completion of units,
milesones, or increments of service defined in Section A,

b. The Contractor shall be compensated based upon the following payment rates:

'(_I) For service performed from June, 2008, through September 30, 2008, the following rates
shall apply: : . .

N ' Amount ]

_Servtce_Desgn_p fron - (per compensable increment)

Installation Cost - (Paid in Three Equal Installments) 1 o 50
1/3 Due Three Months Prior to Delivery of Services - B -

{1 1/3 Due Two Months Prior to Delivery of Services -
L 1/3 Due -Upon Delivery of Serviges = - - -

{2)  For service performe'd from October 1, 2008, throu_gh_ September 30, 2009, the following

- rates shall apply: '
r - Service Description Amount T
. (per compensable increment)

Monﬂﬂy Adminis.lrati\'fé Fee. = . o o S _ $692,250/ month
Clinical Pharmacist Based in Nashville o o . % 16,830 / month
Clinical Pharmacist Based in Nashville - ' : h - $ 16,830/ month
Provider Educator Based in Nashville ) _ ' : ¥ 16,830/ month

}_P‘rovidcr Educator Based in Field ' § 16,830 / month
Provider Educator Based in Field = . o - ) S -8 16,830 / month |
Provider Educator Based in Field - . R R o $ 16,830 7 month
Data Research Analyst B'a'se'_d in Nashville e L - . % 9,180/ month

| Program Coordinator Based in Naéhville_' ST S ~§ 13,006/ month




Supplemental Documentation Required for

Fiscal Review Comm1ttee

System Liaison Based in Contractor’s Honm Office

$ 9,180/ month

Contract Manager Based in Contractor’s Home Office

$ 11,476/ month

rates shall apply

(3) Forservice per formed ﬁrom October I, 2009, through Septetnber 30, 2010 the following

Service Description

Ameount
(per compensable increment)

Monthly Administrative Fee

$ 727,588 / month

Clinical Pharmacist Based in Nashville

$ 17,672/ month

Clinical Pharmacist Based in Nashville -

17,672 / month

Provider Educator Based in Nashville

17,672/ month

Provider Educator Based in Fiald

17,672 / month

Provi.der' Educator Based in Field

b 17,672 / month

Provider BEducator Based in Field

Data Rescarch Analyst Based in Nashville

9,639 / month

Program Coordinator Based in Nashville

13,656 / month

System Liaison Based in Contracior’s Home Office

9,639 / month

Contract Manager Based in Co_n:tractor-’s_ Hmné 'Ofﬁﬁ:e

$
3
3
$
5 17,672 / month
¥
3
b
)

12,049 / month

: shall appiy

(4)  For service performed ﬁom Octobcr 1, ’?010 tluough May 31, 2011, the to]lowmg, rates

Service Description

Amount
{per compensable increment)

Monthly Administrative Fee

§ 763,977 / month

Clinical Pharmacist Based in Nashville .

$ 18,555 / month

Clinical Pharmacist Based in Nashville -~ -

"% 18,555/ month

Provider Educator Based in Nashville

$ 18,555/ month

Contract Manggcr Based in Contractor’s Home Office

Provider Educator Based in Field $ 18,555/ month
Provider Fducator Based in Field § 18,555/ month
Provider Educator Based in Field $ 18,555/ month
Data Research Analyst Based in Nashville $ 10,121 / month
Program Coordinator Based'i-n Nas_hvilie $ 14,339 / month
System Liaison Based in Contractor’s Home Office. 3 10,121/ month

$ 12,652/ month




Supplemental Documentation Required for

Fiscal Review Committee

(3)  Should the Contract be amended for Extension of Services, for the services performed
from June 1, 2011, through May 31, 2012, the following rates shall apply:

Service Description

Amount

(per compensable increment)

Monthly Administrative Fee

$ 802,176 / month

Clinical Pharmacist Based iﬁ Nashville

$ 19,483 / month

Clinical Pharmacist Based in Nashville

19,483 / month

Provider Educator Based in Na.slwille. g

19,483 / month

Provider Educator Based in Field

19,483 / month

Provider Educator Based in Field

19,483 / month

Provider Educator Based in Field

Data Research Analyst Based in Nashville

10,627 / month

Program Coordinator Based in Nashville .

15,056 / month

System Liaison Based in Contractor’s Hotne Office

10,627 / month

b
h)
$
$
$ 19,483 / month
$
$
b
3

13,284 / month

LContract Manager Based in Contractor’s Home Office

. Rebate Bonus - Per Section A.3.5.2., Annual Rebates for each year of the contract shall be calculated on
the basis of any rebates obtained outside of the OBRA rebates, Annually, if the Contractor exceeds the
upper figure of the allowed supplemental rebate percentage range they shall receive an annual bonus

based on the following table:

percent {1%)

Exceed by less than one

One
(8100,000)

hundred thousand dollars

| Exceed by more_than.or.equal .
.. |to ome percent ‘(1%), bui. less
.| than two percent (2%) )

Two.... hundr.ed-------thousand-- ~dollars-
($200,000).

than three percent (3%)

' Ek.ceed_. by more than or equal
| to two percent (2%), but less

Six  hundred thousand  doliars
($600,000)

Exceed by more than or equal

One million, twe hundred thousand
dollars ($1,200,000)

1 o three percent {3%) _

d Rebate Bonus - Per Section A.3.5.2;, Annual Rebates for each year of the contract shall be
calculated on the basis of any rebates obtained outside of the OBRA rebates. The Table below
+ lists the Contractor’s Annual Allowed Supplemental Percentage for each year of the contract:

October I, | October 1,

_ 2008 2009-
September September -
30, 2009 30,2010

October 1,
2010-May
31,2011

June 1, 2011-
May 31,
2012

June 1, 2012-
May 31,
2013




Supplemental Documentation Required for
Fiscal Review Committee

Annual Allowed
Supplemental Rebate 8.35% §.35% 8.35% 8.35% 8.35%
Percentage

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

This amendment to SXC Health Solutions, Inc., the competitively procured contract for pharmacy
management and preferred drug list services, clarifies existing language regarding TennCare
outputs, POS claims processing and edite, Third Party Liability/Coordination of benefits, step
therapy and modified liquidated Damages. Per the RFP and current contract language, the
term of this competitively procured contract is extended for an additional year and funding
added to support the term extension as well as Iiegot_iated 25% of actual POS cost avoidance
savings. The maximum liability is factored based on the rates submitted in the contractor's
Cost Proposal when the original contract was competitively procured,

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. - A

SXC Health Solutions, Inc. wags awarded the competitively procured contract for pharmacy
management and preferred drug list services for the TennCare program. Pursuant to State of
Tennessee contract rules, an RFP is the optimum state procurement method and no other options
were explored. All technical and cost proposals submitted as a result of this RFP are available for
public inspection. . S ' . o '




FA0825044

Dept

318
318
318
318
318
318
318
318
318

318

318
318
318
318
318
318
318
318
318
318
318

318
318
318
318
318
318
318

Funding ~ Reference
Division Year Document
65 2009 FA0825044
65 2009 FA0825044
65 2009 FAD826044
85 2009 FAQ825044
85 2009 FA0825044
65 2009 FA0825044
85 2000 FADB25044
65 2009 FAD825044
65 2009 FAD825044
65 2010 FADB25044
PAYMENTS MADE THROUGH EDISON:

85 2010 FA0825044
65 2010 FAD825044
65 2010 FA0B25044
65 2010 FAD825044
65 2010 FA(0825044
B5 2010 FAD825044
65 2010 FA0825044
65 2010 FAQB25044
65 2010 FA0825044
65 2010 FAQ0825044
65 2010 FA0825044
65 2011 FA0825044
65 2011 FAD825044
65 2011 FA0825044
65 2011 FAD825044
65 2011 FAD825044
65 2011 FA0B25044
65 2011 FA0B25044
65 2011 FAQ825044

318

Date

10/31/2008
11/30/2008
12/31/2008
1/31/2009
2/28/2009
3/31/2009
4/30/2009
5131/2009
6/30/2009

713112009

B/31/2009
9/30/2009
10/31/2009
11/30/2009
12/31/2009
1/31/2010
2/28/2010
3/31/2010
4/30/2010
5/31/2010

| 6/30/2010

713112010
8/31/2010
9/30/2010
10/31/2010
11/30/2010
12/31/2010
1/31/2011
2/28/2011

Expenditures

$836,072.00

$1.244,852.21

$862.762.69
$860,373.26
$836,109.80
$884,025.42
$862,012.02
$862,421.69
$870,182.094

$8,118,812.03

$861,307.85

$866,388.94
$860,538.22
$907,339.55
$906,208.17
$902,229.08
$302,139.13
$911,361.27
$878,613.00
$878,613.00
$878,013.00

$878,613.00

$10,031,362.21

$878,613.00
$878,613.00
$877,613.00
$922,540.00
$922,540.00
$922,540.00
$894,385.00
$903,985.00

$7,200,829.00

FY 2009 Total

FY 2010 Total

FY 2011 Total



8-16- 10 REQUEST-NON-AMEND

Non-Competitive Amendment Request

NOT required for a contract with a federal, Tennessee, or Tennessee tocal government entity or a grant.
Route a completed request, as one file in PDF format, via e-mail attachment sent to: Agsprs. Agsprs@state.tn.us

APPROVED
COMMISSIONER OF FINANCE & ADMINISTRATION ﬁj
(?equest Tracking # 31865-00257 : ]
Procuring Agency Department of Finance and Administration
Bureau of TennCare
{ Contractor SXC Health Solutions, inc.
Contract # FA-08-25044-00

Proposed Amendment # 2

Edison iD # 12051

Contract Begin Date June 1, 2008
Current Contract End Date . May 31, 2014
= With ALL options ta extend exercised '

Proposed Contract End Date
= with ALL options to extend exercised May 31, 2012

“Current Maximum Contract Gost ~ - $ 34.500,000.00
~ with ALL options 1o extend exercised PR

¥

Proposed Maximum Contract Cost $ 49,500,000.00
~ with ALL options to axtend exercised e

Office for information Resources Endorsement
~ information technology service {NZA to THDA) xx Not Appilcable D Attached

eHealth Initiative Support :
~ health-relstad professionai, pharmaceutical, laboratory, or imaging service XX Not Applicabie D Attached

Human Resources Support :
- state employee training service Xx Not Applicable D Attached

Explanation Need for the Proposed Amendment

The proposed amendment clarifies existing language regarding TennCare outputs, POS claims
processing and edits, Third Party Liabllity/Coordination of beneflts, step therapy and modified
Liguidated Damages. Additionalty, as per RFP and current contract language, the term of thig

[ competitively procured contract is extended for an additional year and funding added to support the J

AOis Aleriviin Yds B3 THE Spws gur b PLLSE Onet Wb @roducT
~ el a7 Wia flewraws WS TV TAvs mpace Yoo ThE kesie PRigec 3f @
NS Rew AV T QAT 10f2




8-16-10 REQUEST-NON-AMEND

I
rRequest Tracking # I 31865-00257
“term extension as well as 25% of actual POS cost avoidance savings. )

Name & Address of the Contractor's Principat Owner{s) — NOT reguired for a TN state aducalion instilution

Mark A. Thierer, President and Chief Operating Officer
SXC Health Solutions, Inc.

2441 Warrenvilie Road

Suite 810 .

Lisle, IL. 60532

Evidence Contractor's Experience & Length Of Experience Providing the Service

SXC Health Solutions Corp. has been a leading provider of pharmacy benefits management (PBM)
services and Health Care information Technology (HCIT) solutions to the healthcare benefits
management industry for over 27 years. The Company's product offerings and selutions combine a wide
range of PBM services and software applications, application service provider (ASP) processing services
and professional services, designed for many of the largest organizations in the pharmaceutical supply
chain, such as health plans, employers, federal, provincial, and, state and local governments, pharmacy
benefit managers, retail pharmacy chains and other healthcare intermediaries. SXC is headquartered in
Lisle, lllinois with muitiple locations in the US and Canada. SXC currently has a competitively procured
contract for pharmacy benefits management with the Bureau of TennCare.

Efforts to Identify Reasonable, Competitive, Procurement Alternatives

SXC Health Solutions, Inc. was awarded the competitively procured contract for Pharmacy Management
and Preferred drug list server for the Bureau of TennCare, the State of Tennessee's Medicaid program.
Since this amendment alters originat tanguage not inctuded in original RFP and provides funding to
support the term extension and POS cost avoidance savings, this amendment is considered non

competitive.

Justification - specifically explain why non-competitive negotiation is in the best interest of the state

SXC Health Solutions, Inc. was awardad the competitively procured contract for Pharmacy Management
and Preferred drug list server for the Bureau of TennCare, the State of Tennessee's Medicaid program.

|- Commissiener-of Finance-and Administration -

Agency Head Sighature and Date - MUST be signed by the ACTUAL agency head as detailad on fhe current
Signature Certification. Sighature by an authorized signatory is acceptable only in documented exigent Circumstances

LN s /L }Aa I S’M

2of2

The Bureau of TennCare would appreciate favorable review and approval of this amendment byrtrhe e



CONTRACT AMENDMENT

Agency Tracking # Edison ID Contract # Amendment #
31865-00257 12051 FA-08-25044 02
Contractor Lagal Entity Name Edison Vendor 1D
0000068120

SXC Health Solutions, Inc.

Amendmant Purpose & Effect{s)

Amendment extends term and adds funding for an additional year

FEIN or $SN (aptional)

Amendment Changes Contract End Date: @ YES D NO End Date: May 31, 2012
Maximum Liability (TOTAL Contract Amount) increase/Decrease per this Amendment: $15,000,000.00
FY State Federal Interdepartmental | Other TOTAL Contract Amount
2008 $0.00 $0.00 $0.00
2009 $4,854,650.00 $4,854,650.00 $9,709,300.00
2010 $6,298,005.00 $6,298,0095.00 $12,596,190.00
2011 $6,581,605.00 $6,581,605.00 $13,163.210.00
2012 $7,015,650.00 $7,015,650.00 $14,031,300.00
TOYAL: | $24,750,000.00 | $24,750,000.00 $49,500,000.00

American Recovery and Reinvestment Act (ARRA) Funding:

[T vES E 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.

A

|

Secured 5ocument
# FA0825044-02

L

Account Code (optional)
70803000

Speed Code (optional)
TNOOO00066




AMENDMENT #2
TO FA-08-25044-00
BETWEEN THE STATE OF TENNESSEE
DEPARTMENT OF FINANCE AND ADMINISTRATION
BUREAU OF TENNCARE
AND
SXC HEALTH SOLUTIONS, INC.

This Contract Amendment is made and entered by and between the State of Tennessee, Department of Finance
and Administration, Bureau of TennCare, hereinafter referred to as the “State” or “FennCare” and $XC Heaith
Solutions, Inc., hereinafter referred to as the “Contractor “ or “PBM.” It Is mutually understood and agreed by and
between said, undersigned contracting parties that the subject Contract is hereby amended as follows:

1

The text of Contract Section A.2.2.1 is amended by deleting the second paragraph and replacing with the
following:

The Contractor shall distribute and mail TennCare outputs (hard copy and electronic) as directed by
TennCare including but not limited to provider checks and remittance advices, returned claims, notices,
provider bulletins, provider manuals and special mailings. Every Friday, with the exception of hofiday
weeks, the Confractor shall mail checks and Remittance Advices for claims submitted through its POS
onfine pharmacy claims processing system for that work week. In the case of holiday weeks, the
Contractor shall notify pharmacy providers if a schedule change is to occur at least two (2) weeks in
advance and issue checks and remittance advices within two (2) business days of the routine date.
Failure to meet the performance standards set forth in this Contract Section A.2.2.1 may result in
liquidated damages as set forth in Attachment A.

The text of Contract Section A.2.2.1(c) is deleted In its entirety and replaced with the folfowing:

A.2.2.1c) The Contractor shall have in place a POS claims processing system capable of accepting
and processing claims submitted electronically. To the extent that the Contractor
compensates providers on a fee for service or other basis requiring the submission of
claims as a condition to payment, the Contractor shall electronically process the
provider's claims for covered benefits provided to members consistent with applicable
TennCare policies and procedures and the terms of this Contract. The Contractor shall
mail checks and Remittance Advices to pharmacy providers weekly on Fridays for all
claims submitted through the POS online pharmacy claims processing system and for all
batch claims. In the case of holiday weeks, the Contractor shall notify pharmacy
providers if a schedule change is to occur at least two (2) weeks in advance and issue
checks and Remittance Advices within two (2) days of the routine date.

The Contractor shall: (1) process ninety-nine and a half percent {99.5%) of POS claims
on a daily basis within ten (10) seconds of receipt by the Contractor's processor {as set
farth in Contract Section A.2.3.d.), and, (2) if appropriate, pay within fifteen (15) days of
receipt one hundred percent (100%) of all clean claims submitted by network and non-
network pharmacy providers through POS and batch electronic claims submission. The
term "pay" means that the Contractor shall either send the provider cash or cash
equivalent in full satisfaction of the clean claim, or give the provider a credit against any
outstanding balance owed by that provider to the Contractor. The Contractor shall pay
the claim or advise the provider that a submitted claim is: (1) a "denied claim” {specifying
all reasons for denial); or, (2) a claim that cannot be denied or allowed due to insufficient
information and/or ~ documentation (specifying in detail &l information andfor
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 {0 complete the
claim. This resubmission shall constitute a new claim only for the purpose of establishing
a timeframe for claims processing. The Contractor shall develop, maintain and distribute
to pharmacy providers a pharmacy procedure and billing manual. Manuais shail be
posted on the Contractor's dedicated TennCare website and distributed to pharmacies
with acknowledgement of network participation. The manuals shall provide instructions

1



to providers regarding the process by which the provider receives payment, in order to
diminish the potential for incorrect billing and the need for adjustments or recoupments,
The content of the manuals shall be approved by TennCare before distribution. Failure to
meet the performance standards set forth in this Contract Section A.2.2.1{c) may result in
liquidated damages as set forth in Attachment A.

3. The text of Contract Section A.2.4.k. is deleted in its entirety and replaced with the following:

A2A4K

Third Party Liability/Coordination_of Benefits -~ The Contractor shall obtain current
information regarding recipients’ other health insurance coverage, and perform daily
updates to a third party fiability (TPL) file. The TPL file shall then be used to enable the
point of service (POS) system io validate claims o determine whether there is a liable
third party. In situations where other insurance coverage is detected for the date of
service, an edit would be generated at the POS prompting the pharmacy to process the
claim through other existing third party coverage pricr to processing the claim through the
TennCare pharmacy benefit, The following information shall be included in the POS
messaging, when available: Bank ldentification Number (BIN), Processor Control Number
(PCN), Group Number, and Cardholder ID.

The POS system shafl be able to process claims where there may be more than one
liable third party. In the event that the amount paid by the third party insurer{s) exceeds
TennCare's maximum allowable, then the claim shall return a paid amount of zero
through TennCare. In addition, the system shall allow pharmacies to override the TPL
edit at the POS level with the use of standard POS Other Coverage Code {OCC)
overrides. The Contractor shall provide pharmacy assistance with TPL edits/coordination
of benefits (including use of OCC overrides) through the Technica! Pharmacy Help Desk
(described in Section A.7 of this Contract).

Pharmacy providers shall be educated by the Contractor regarding proper billing
practices and carrier codes associated with NCPDP version 5.1. The Contractor and the
Contractor's POS system shall strictly adhere to state and federal laws and regulations
and TennCare policy and/or rules regarding coordination of benefits and third party
liability. TennCare shall be the payer of last resort.

Prior to implementation of the POS TPL edit, the Contractor shall provide TennCare with
a detailed testing plan, including but not limited to:

- analysis of TennCare data against the updated TPL file, reflecting the percentage of
recipients determined to have third party coverage,

- testing and validation of appropriate adjudication of TPL claims in the test
environment along with utilization of OCC override codes, and

- plan for pharmacy provider education

The Contractor shall be required to provide TennCare with monthty TPL reports that, at a
minimum, include the following information: number of claims hitting the TPL POS edit, total
amount submitted for claims hitting the TPL POS edit, number of claims hitting the TPL POS edit
that went on {o be paid (either in part of in full) by TennCare, final amount paid on claims hitting
the TPL POS edit, and number of claims processed with each type of OCC override. In addition,
the Contractor shall provide TennCare with a monthly report of the top pharmacies utilizing the
OCC override codes to assist in identifying providers who may be abusing these codes

In exchange for providing the TPL services described in this section of the contract, the
Confractor shall receive payment in the amount of 25% of actual POS cost avoidance savings.
Actual POS cost avoidance savings shall be determined on a monthly basis by claim level
reporting. Savings shall be calcuiated only from claims where the TPL edit was the sole reasaon

for claim denial,



The text of Contract Section A.2.4.q. is deleted in its entirety and replaced with the following:

A24.q. Maximum Dollar Amount Edit ~ All pharmacy claims over a specified doliar amount per claim
shall reject at the point of service and the pharmacy provider shall be required to call the
Contractor Call Center regarding rejected claims. This includes a two hundred fifty dollar ($250)
limit on compounded claims (including intravenous compounds), a one thousand five hundred
dollar ($1,500) limit on non-compounded, non-exception claims, and a forty thousand dollar
($40,000) limit on exception claims (blood factors and other identified products). The
Contractor's system shall be capable of adding, changing, or removing maximum dollar edit
rules at no cost as requested by TennCare.

The text of Contract Section A.3.3 is deleted in its entirety and replaced with the following:

A.3.3. Step Therapy

The PDL program shall also identify and promote the use of the most cost-effective drug therapy
for a specific indication, regardiess of drug class. On the date the Contractor assumes full
responsibility for the pharmacy benefits program, the Contractor shall assume responsibility for
administering and maintaining the existing Step Therapy program. As the PDL is revised, the
Contractor shall recommend changes or additions fo the existing Step Therapy program. These
recommendations should be based on therapeutic best practices and drive utilization to the most
cost effective agents or classes. Drugs and criteria included in the Step Therapy program shall
be included on the PDL documents and coded into the TennCare POS system.

The POS system shalf be coded to edit on all drugs in the target classes that are being submitted
for dispensing. Before the new drug may gain approval through a PA, there shall be evidence in
the claims history of prior use of a drug in a more cost-effective class. This also includes a
capability requirement to establish prior authorization criteria that cannot be handled with system
edits but shall require calls to the Contractor's call center. The Contractor shall be responsible for
making recommendations to TennCare regarding the need for such criteria and for subsequent
criteria and call center protocol development. TennCare shall have the final decision on the
method and timing of implementation.

The Contractor shall assure that the Call Center staff shall be available to evaluate prior
authorization requests per the standards required in Section A.6 of this Contract. An agreed upon
set of edits and PA criteria in this category shall be implemented on the date the Contractor
assumes full responsibility for the pharmacy benefits program. Additional edits of this type may be
implemented at TennCare’s direction at any point in the term of this Contract without additional

costio TennCare,
The text of Contract Section A.8.7 is deleted in its entirety and replaced with the following:

A.8.7. Non-Network Providers. Pharmacies providing services to enrollees without a Provider Service
Agreement are non-network providers. These providers may be reimbursed at a lower rate than
network pharmacy providers. However, if the Contractor's network is unable to provide
necessary, pharmacy services covered under this Contract to a particular enrollee, the Contractor
shalt adequately and timely cover these services out-of-network, at a network rate, for as long as
a network pharmacy provider is unable to provide services. The non-network pharmacy provider
shall coordinate with the Contractor with respect to payment, establishing a sole service
agreement acceptable to TennCare. The Contractor shall ensure that co-pay cost to the enrollee
is no greater than it would be if the services were furnished within the network. Under T.C.A. §
36-7-2359, the Centractor may not deny any licensed pharmacy or licensed pharmacist the right
to participate as a participating provider in any policy, contract or plan on the same terms and
conditions as are offered to any other providers of pharmacy services under the policy, contract
or plan.  In the event that TennCare’s State Plan specifies that non-network pharmacies cannot
process TennCare claims except in emergency situations, the Contractor wili be required to
provide an emergency override process, at no additional cost to TennCare, whereby non-network
pharmacies may be approved to process a claim for a TennCare recipient in an emergency. This
non-network emergency override process will be subject to TennCare approval. In addition, the
Contractor will ensure that information regarding in-network providers is readily available on the
website and through the Pharmacy Help Desk.

(9%



7.

10.

The text of Contract Section A.11.1 is deleted in its entirety and replaced with the following:

A.11.1 Notices

The Contractor shall be required to send individualized notices to enroltees, worded at a sixth
(6™ grade reading level, unless otherwise approved by TennCare. Template notices shall be
approved by TennCare. Notices should be printed with an assurance of non-discrimination both
in English and Spanish that include, but are not limited to:

. Notification of prescription limits being met
. Notification that a Prior Authorization request has been denied, which may or may not include a
provision for continuation of benefits
. Outcomes of a member initiated prior authorization request, which may include:
i. Prescription change;
iil. PA granted; or
Ul PA denied.
. Notification of drug not covered
. Notification of blocked prescriber
. Motification of pharmacy lock-in
9. Response to prescriber on outcome of prior authorization request. This may be completed by
utilizing facsimile technology.

oo

(o]

These notices shall be mailed daily, except Sunday, each week. The previous day's claims
and/or Prior Authorization requests shall be mailed the following day. Monday mailings shall
include letters based on claims denied on Saturday and Sunday. The Contractor shall provide
TennCare with a web-based system to search and view individual notices that have been sent.
The Contractor shall have approval to subcontract the notice process as defined herein with the
requisite approval from TennCare, but in no event shall off shore vendors be utilized. The direct
postage cost for recipient Script Limit denial letters, prior authorization letters, non-covered drug
letters, blocked prescriber letters, and lock-in letters shall be a pass through item. Failure to
provide notices may result in liquidated damages as described in Attachment A.

The text of Contract Section B.1 is deleted in its entirety and replaced with the following:

B.1.

This Contract shall be effective for the period commencing on June 1, 2008, and ending on May
31, 2012. The Contractor hereby acknowledges and affirms that the State shall have no
obligation for services rendered by the Contractor which were not performed within this specified

contract period.

The text of Contract Section C.1 is deleted in its entirety and replaced with the folfowing:

C.1.

Maximum_Liability. In no event shall the maximum liability of the State under this Contract
exceed Forty-Nine Million Five Hundred Thousand Doltars {$49,500,000.00). The payment rates
in section C.3 shall constitute the entire compensation due the Contractor for all service and
Contractor obligations hereunder regardless of the difficulty, materials or equipment required.
The payment rates include, but are not limited to, all applicable taxes, fees, overheads, and ail
other direct and indirect costs incurred or to be incurred by the Contractor,

The Contractor is not entitled to be paid the maximum liability for any period under the Contract or
any extensions of the Contract for work not requested by the State. The maximum liability
represents available funds for payment to the Contractor and does not guarantee payment of any
such funds to the Contractor under this Contract unless the State requests work and the
Contractor performs said work. In which case, the Contractor shall be paid in accordance with
the payment rates detailed in section C.3. The State is under no obligation to request work from
the Contractor in any specific dollar amounts or to request any work at all from the Contractor
during any period of this Contract.

The text of Contract Section C.3 is amended by adding the following language as section C.3.e,



Ci3e

Third Party Liability Point of Service Edit — Per Section A.2.4.k, monthly savings due to cost
avoidance from the TPL POS edit shall be calculated based on claims denied for the sole reason
of TPL. The Contractor shall receive payment in the amount of 25% of the calculated cost
avoidance savings due to the TPL POS edit.

11. The contract is amended by adding the following new language as Section E.31.

E.31.

Federal Funding Accountability and_Transparency Act (FFATA}. This Contract requires the
Contractor to provide supplies andfor services that are funded in whole or in part by federal funds
that are subject to FFATA. The Contractor is responsible for ensuring that all applicable
requirements, including but not limited to those set forth herein, of FFATA are met and that the
Contractor provides information to the State as required.

The Contractor shall comply with the following:
a., Reporting of Total Compensation of the Coniractor's Executives.

(1) The Contractor shall report the names and total compensation of each of its five
most highly compensated executives for the Contractor's preceding completed
fiscal year, if in the Contractor’s preceding fiscal year it received:

i, 80 percent or more of the Contractor's annual gross revenues from Federal
procurement contracts and Federal financial assistance subject to the
Transparency Act, as defined at 2 CFR 170,320 (and subawards); and

ii. $25,000,000 or more in annual gross revenues from Federal procurement
contracts (and subcontracts), and Federal financial assistance subject to the
Transparency Act (and subawards); and

iii. The public does not have access to information about the compensation of the
executives through periodic reports filed under section 13{a) or 15(d) of the
Securities Exchange Act of 1934 (15 U.S.C. 78m(a), 780(d)) or section 6104 of
the Internal Revenue Code of 1986. {To determine if the public has access to the
compensation information, see the U.S. Security and Exchange Commission
total compensation filings at http.//www.sec.gov/answers/execomp.htm.).

Executive means officers, managing partners, or any other employees in
management positions,

(2) Total compensation means the cash and noncash dollar value earned by the
executive during the Contractor's preceding fiscal year and includes the following
{for more information see 17 CFR 229.402(c)2)):

i. Salary and bonus.

ii. Awards of stock, stock options, and stock appreciation rights. Use the dollar
amount recognized for financial statement reporting purposes with respect to the
fiscal year in accordance with the Statement of Financial Accounting Standards
No. 123 (Revised 2004) (FAS 123R), Shared Based Payments.

ifi. Earnings for services under non-equity incentive plans. This does not include
group life, health, hospitalization or medical reimbursement plans that do not
discriminate in favor of executives, and are available generally to all salaried
employees.

iv. Change in pension value. This is the change in present value of defined benefit
and actuarial pension plans.

v, Above-market earnings on deferred compensations which is not fax qualified.

vi. Other compensation, if the aggregate value of all such other compensation {e.q.
severance, termination payments, value of life insurance paid on behalf of the
employee, perquisites or property) for the executive exceeds $10,000.

b, The Contractor must report executive total compensation described above to the State hy

the end of the month during which this Contract is awarded.



C. If this Contract is amended to extend its term, the Contractor must submit an executive
total compensation report to the State by the end of the month in which the amendment

to this Contract becomes effective,

d. The Contractor will obtain a Data Universal Numbering System {DUNS) number and
maintain #s DUNS number for the term of this Contract. More information abeout
obtaining a DUNS Number can be found at: hitp.//fedgov.dnb.com/webform/

The Contractor’s failure to comply with the above requirements is a material breach of this
Contract for which the State may terminate this Contract for cause. The State will not be
obligated to pay any outstanding invoice received from the Contractor unless and until the
Contractor is in fufl compliance with the above requirements,

12, Contract Aftachment A is deleted in its entirety and replaced with the Revised Contract Attachmeni A
attached hereto.

The revisions set forth herein shall be effective May 31, 2011, All other terms and conditions not expressly
amended herein shall remain in full force and effect,

IN WITNESS WHEREOF,
SXC HEALTH SOLUTIONS, INC.:

CONTRACTOR SIGNATURE DATE

EXCOTIVE Y 5,)" 1QFENT F0F2

PRINTED NAME AND TITLE G CONTRACTOR SIGNATORY (above)

DEPARTMENT OF FINANCE AND ADMINISTRATION
BUREAU OF TENNCARE:

W0 s o fholy

Mark A, Emkes, Commissionér DATE




REVISED ATTACHMENT A

PERFORMANCE, DELIVERABLES AND DAMAGES

The table below summarizes Performance Measures and Deliverables described in other sections of this
Contract. Included in the table are delivery schedules and non-performance damages. TennCare shall monitor
the Contractor's performance meeting the required standards. If TennCare determines that the Contractor has
failed to meet requirements of this Contract, TennCare shall notify the Coniractor by certified U.S. Malil. Upon
notification of a violation, the Contractor shall submit to TennCare, within five (5) business days, a Correciive
Action Plan (CAP). Failure to submit a CAP or comply with its requirements, as approved by TennCare, may, in
the State's discretion, result in liquidated damages of $100 per day for each day the corrective action plan is late
or compliance with the CAP is not complete. In situations where the Contractor wishes to dispute any fiquidated
damages assessed by the State, the Contractor must submit a written notice of dispute, including the reasons for
disputing the LD, within 30 days of receipt of the leiter from the State containing the total amount of damages

assessed against the Contractor,

TennCare reserves the right to assess a general liquidated damage of five hundred dollars ($500) per occurrence
with any notice of deficiency.

If damages are assessed, TennCare shall reduce the Contractor's payment for administrative services in the
following month’s invoice by the amount of damages. In the event that damages due exceed TennCare fees
payable to Contractor in a given payment cycle, TennCare shall invoice Contractor for the amount exceeding the
fees payable to Contractor, that shall be paid by Contractor within thirty (30) calendar days of the invoice date.

PERFORMANCE STANDARD / REQUIREMENT DELIVERABLE DAMAGE

MEASURE

A1 Implementation

Contractor shall complete all
implementation actions prior fo "go-live”
date and according to the implementation
timeline provided by the Contractor to
TennCare. The Contractor shall receive
TennCare’s sign-off that each action has
been completed successfully.
Implementation action steps include the
following minimum items:

* Benefit plan designs loaded,
operable and tested;

* Perform comprehensive sysiems
testing {including interface testing
with all third parties) and quality
asslrance audits, with resulis
reported to the TennCare prior to
the “Go-Live”;

» Eligibility feed formats loaded and
tested end to end;

» Operable and tested tofi-free
numbers;

« Signed agreements for Retail
Pharmacy and Long-term Care
Pharmacy networks;

* Account management, Help Desk
and Prior Authorization staff hired
and trained;

* Established hilling/banking

Bue prior to the claims
processing
commencement date
of October 1, 2008,
1:00 a.m. Central
Standard Time {CST)

Contractor may, in the State's
discretion, be required pay to
TennCare amount of ten
thousand dollars {$10,000.00)
per day far each day full
implementation of the project is
delayed by fault of the
Contractor. This guarantee is
dependent upon Contractor
receiving necessary information
and approvals from TennCare
in a timely manner.




PERFORMANCE
MEASURE

STANDARD / REQUIREMENT

DELIVERABLE DAMAGE

requirements;

» Complete notifications to
pharmacies and prescribers
regarding contractor change;

« Each component shall be met by an
agreed upon deadline in an
implementation timeline provided
by Contractor to TennCare.
Implementation action
reguirements may include other
items necessary to meet the claims
processing commencement date of
July 1, 2008, 1.00 a.m. CST ; and

« Claims history and existing prior
authorizations and overrides shall
be migrated to Contractors POS
system

A.2.2.1 Claim
payment and
Remittance Services

The Contractor shall distribute and mail
TennCare outputs as required by this
Contract including, but not fimited to;
provider checks and remittance advices,
returned claims, notices, provider
bulletins, provider manuals and special
mailings.

The Confractor shall
mail checks and
remittance advices to
pharmacy providers
each week on Fridays,
with the exception of
Holiday weeks. With
notice, holiday
production shall not
delay the process by
more than two (2)
business days.
TennCare shall be
notified no later than
two (2) business days
of any systems or
operational issues that
may impact
dishursements by the
prescribed timelines.
For checks to he
issued on Friday, the
Contractor shall
deliver two files to the
Gtate, in an electronic
media suitable to the
State, by 10:00 a.m.
C8T, Thursday of
each week,

A.2.2 1(c} Ciaim
payment and
Remittance Services

The Contractor shall distribute and mail
TennCare oulputs as required by this
Contract including, but not limited to:
provider checks and remittance advices,
returned claims, notices, provider
bulletins, provider manuals and special
mailings.

The Contractor shall
pay within fifteen (15)
calendar days of
raceipt one-hundred
percent {100%) of all
clean claims

submitted by network |claim submission.

and non-network

Penalty may, in the State’s
discretion, be $1,000 per
business day files are overdue,

Penalty may, in the State’s
discretion, be $1,000 per
calendar day payment to
pharmacy providers for clean
claims exceeds fifteen {15)
calendar days from the date of




PERFORMANCE
MEASURE

STANDARD / REQUIREMENT

DELIVERABLE

DAMAGE

pharmacy providers
through POS and
batch electronic
ctaims submission,

A.2.2 Encounter Data

All adjudicated claims (encounters) shall
be transferred o TennCare or on a
schedule designated by TennCare.

File transfer due
weekly and due ten
(10) business days
after end of reporting
week.

ff the Contractor fails to
produce the report, the
calculation of the damages
may, in the State's discretion,
begin on the first day following
the due date of the report and
continue untit receipt of the
report by TennCare. Penalty
may, in the State's discretion,
be $5,000 per week.

A.2.3.d POS Claims

The Contractor shall process ninety-nine
point five percent {99.5%) of POS
pharmacy claims within fen {10) seconds
on a daily basis. 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
all procedures required to complete claim
adjudication.

Ninety—nine point five
percent (99.5%) of
claims process shall
process to completion
within ten (10)
secaonds on a daily
basis.

If ninety-nine point five percent
{99.5%) of claims are not
processed within the ten (10)
second time frame then the
daily penalty may, in the State’s
discretion, be $1,000 per day of
non-compliant processing,

A.2.3. POS Downtime

System will operate without unscheduled
or unapproved downtime, For purposes
hereof "downtime” shall be any
interruption involving more than 10% of
production for a period greater than 15
minutes.

No unscheduled or
unapproved
downtime,

$2,500 per occurrence of
unscheduled or unapproved
downtime if deemed by
TennCare to be the result of
contractor shortcomings.

A.2.3. POS Downtime
Notification

Contractor shall report to TennCare
immediately {within one (1) hour} upon
knowledge of downtime,

TennCare is to identify staff to be
contacted after normal business hours in
the event of an interruption of service.

Report is due within
one {1} hour, upon
knowledge of
downtime.

immediate report is due within
one (1) hour upon knowledge
of the downtime. $7,500 one
time damage may, in the
State's discretion, be assessed
for not reporting immediately.

A.2.3 Baich Electronic
Media (EMC) Claims
Processing

The Coniractor shall receive claims in
electronic format, separate tape from
diskette, convert diskette to tape,
schedule tapes for immediate processing
and return media to submitting providers
within three (3) business days. The
Contractor shall assign identification
controf numbers to all batch claims within
three (3) business days of recsipt. The
Contractor shall maintain electronic

Return media claims
to submitting
providers within three
(3) business days of
receipt, assignment of
identification control
numbers to all batch
claims within three (3)
business days of

Calcutation of the damages
may, in the State's discretion,
begin on the first day following
the due date and continue until
receipt of the report by
TennCare. Penalty may, in the
State's discretion, be $1,000
per day.

receipt and provide




PERFORMANCE
MEASURE

STANDARD / REQUIREMENT

DELIVERABLE

DAMAGE

backup of batch claims for the duration of
the contract. if TennCare requests
copies of batch electronic claims, these
shall be provided within three (3)
business days of request.

As requested, the Contractor shall
provide ihe batch files as they were
originally received. These files shaili be
detivered to the TennCare site by Virtual
Private Network connection.

Electronic batch claims shall be submitted
through a sequential terminal, or similar
method that shall allow batch and POS
claims to be adjudicated through the
same processing logic. New providers
requesting to submit batch claims shall
provide at least a thirty (30) day notice
and shall conform fo the standard
Change Control and testing process.

TennCare with copies
of batch electronic
claims within three (3)
business days of
request.

A.2.3 POS Downtime
Occurrence Reports

The Contractor shall provide TennCare
with updates af regular intervals during a
sustained downtime, TennCare shail be
presented with recovery options as
appropriate. Upon full recovery, the
Contractor shall provide TennCare with a
System Down Analysis describing root
cause issues and actions to mitigate
future downtime occurrences.

Transaction reports shall include: volume,
longest response time and average
response time, Statistics shall be.
provided to TennCare within ten {10)
business days following the end of each
calendar month that any downtime
occurred,

Report is due within
five (5} business days
after full system
recovery.

Daily penalty may, in the
State's discretion, be $1,000
per day. Calculation of the
damages wiill begin on the sixth
business day. following full
system recovery,

A.2.3 Aged Checks
Not Cashed

The Contractor shail provide TennCare
Fiscal Services Unit a monthly report
detailing all checks remitted to providers
on behalf of the State that remain
outstanding (have not been cashed)
greater than ninety (90) days.

Contractor shall
provide TennCare
with a menthly report
of remitied checks as
stipulated. Reports
are due monthly, due
on the 15™ day of the
month following the

Penalty may, in the State's
discretion, be $500 per week
that report is overdue.

reporting period,

10




PERFORMANCE
MEASURE

STANDARD / REQUIREMENT

DELIVERABLE

DAMAGE

A.2.3 Aged Account
Payable Notices

The Contractor shall ensure that
collection lefters are sent to pharmacies
that maintain an accounts-payable
balance to the State greater than ninety
{90) days. These notices shall be sent
within five (5) workdays of becoming
ninety (80) days old,

Coniractor shall
provide TennCare
with a monthly report
of notices that had
been sent. Reports
are due monthly, ten
{10} business days
after end of month of
reporting period.

if Contractor fails fo send
notice, the penally may, in the
State’s discretion, be $100 per
provider notice per month.

A.2.4 Ciaim Validation

The Contractor system shall approve for
payment only those claims for members
eligible to recelve pharmacy services at
the time the service was rendered.

The Confractor shali immediately nofify
TennCare of any and all claims that have
been erroneously processed, and initiate
appropriate action to correct the errors.

In the event that claims are
inappropriately denied the Contractor
may be assessed damages denied the
Contractor may be assessed damages

Reimbursement or
damages resulting
from this section may
be applied to as
offsets to  future
administrative fees,

The Contractor shall reimburse
TennCare for the cost of all
claims paid as a result of
contractor error.

FPenalty for claims
inappropriately denied may, in
the State's discretion, be $100
per occurrence.

A.2.8 Reversals and
Adjustments

The system shall provide an efficient
means of reversing or adjusting claims
bath before and after the claim has been
transmitted to the TCMIS. The result of
the adjustment shall be transferred to
TCMIS for further processing. TennCare
shall make no payments to the Contractor
for reversed, voided or adjusted claims.

Contractor shall
process all reversals
requested by
TennCare Fiscal
Services Unit within
thirty (30} days and
provide confirmation
to TennCare Fiscal
Services Unit when
that such has
occurred,

A damage of $100 may, in the
State’s discretion, be assessed
per transaction that has not
been reversed or adjusted
within thirty (30) days of written
request of TennCare Fiscal
Services Unit,

A.3.2PDL, Step
Therapy and Prior
Authorization
Changes

The Contractor shall implement changes
in the POS system for PDL, Step
Therapy, Prior Authorization requirements
and all supporting systems within forty-
five (45) days of approval from TennCare.
Such changes to the POS system shall
require provider notification thirty (30)
days prior to the implementation.
TennCare shall idenfify the targeted
provider for each notification.

fmplement changes
and issue notification
in specified time
frames

Calculation of the damages
may, in the State’s discretion,
begin on the first day following
the due date and continue until
required changes with proper
notice are implemented.
Penalty may, in the State’s
discretion, be $1,000 per day.

11




PERFORMANCE
MEASURE

STANDARD / REQUIREMENT

DELIVERABLE

DAMAGE

A.3.4 TennCare
Pharmacy Advisory
Committee Support

The Contractor shall attend, support and
facilitate meetings of the TennCare
Pharmacy Advisory Committee (PAC) as
necessary to maintain the TennCare
PDL.

Approved meeting
materials shall be
distributed ten (10)
business days prior to
PAC meetings. Draft
minutes shall be
submitted o
TennCare with two ()
weeks of PAC
meeting.

Calculation of the damages
may, in the State’s discretion,
begin on the first day following
the due date for meeting
material or minutes and may
continue until delivered.
Penalty may, in the State's
discretion, be $1,000 per day.

A.3.5 Drug Rebate
Dispute Data

The Contractor shall provide to the
agency or business of the State’s
choosing, any and all appropriate,
accurate, and balanced pharmacy level
claims data needed fo resoive or avoid
any Medicaid or supplemental drug
rebate disputes.

This data shall be
provided o TennCare
within fifteen (15) days
of a request by
TennCare

Calculation of the damages
may, in the State’s discretion,
begin on the first day foliowing
the due date and continue until
receipt of the report by
TennCare. Penalty may, in the
State's discretion, be $1,000
per business day.

A.3.5 Pelinquent
Rebate Payment
Notices

The Contractor shall ensure that written
nofification is sent to Drug Manufacturers
concerning forty-five (45) day past-due
undisputed account balances within fifty
(50) days after the original invoice date,

The Contractor shalt also ensure that
written notification is sent to Drug
Manufacturers concerning seventy-five
(75) day past-due undisputed account
balances within eighty (80) days after the
original invoice date.

The Contractor shall also ensure that
wriften nofification is sent to Drug
Manufaciurers concerning ninety {90) day
past-due undisputed account balances
within ninety-five (95) das after the
original invoice date.

These notices shall remind the labeler
that inlerest shall be assessed on all past
due accounts as stipulated by their
contract with the State.

Confractor shall
provide TennCare
with copies of all
reports sent pursuant
to this section.

Reports due monthiy,
ten (10) business
days after end of
month of reporting
period.

If Contractor fails {o send
notice, the penalty may, in the
State's discretion, be $100 per
Manufacturer per day
independent of other dunning
periods,

12




designated TennCare staff data files that
contain the specific information and in the
specified format as required by TennCare

PERFORMANCE STANDARD / REQUIREMENT DELIVERABLE DANMAGE
MEASURE
A.3.5 Rebate The Contractor shall generate and issue {The quarterly Penalty may, in the State’s
Invoicing quarterly Rebate invoices. Provide the Medicaid Drug Rebate discretion, be $1,000 per

invoices shall be invoice per day invoice

generated for all
pharmaceutical
manufactures and
TennCare approval by
thirty {30) days after
the end of the quarter.

overdue,

A.3.5 Rebate Dispute
Resolution

The Contractor shall be responsible for
dispute resolution pertaining to
supplemental rebates, The Contractor
shall perform unit resolution based on unit
resolution performed on CMS Rebates.
The Contractor shall perform all other
dispute resolution activities with
pharmaceutical manufacturers pertaining
to supplemental rebate calculations and
collections.

Within ninety (90)
days of dispute the
contractor shall
present the State with
an analysis of why the
monies were disputed
and remedies.

Penalty may, in the State's
discretion, be $1,000 per day
past ninety (90) day timeframe

of analysis and proposed

remedy.

A.3.5 Delinquent
Rebate Payment
Interest Accrual

The Contractor shall ensure that all Drug
Manufacturers are charged interest as
stipulated in each Manufacturer's
respective Supplemental Drug Rebate
Contract, Interest shall be calcuiated on
oty the Manufacturer's undisputed
account balance uniess written
notification is provided by TennCare to do
otherwise,

Failure by Contractor to start
accruing interest on the date
stipulated in the individual
supplemental rebate
agreements may, in the State's
discretion, resultin a penalty of
$1,000 for every non-compliant
invoice issued,

A.3.5 Supplemental
Rebate Administration

if the Contractor falls below the allowed
range for the supplemental rebate
percentage they shall be financially
liable for the full amount of difference
between the actual amount collected
and the amount that would have been
collected If the lowest figure of the
aliowed range had been achieved.

Annually, the
Contractor shall
determine the
supplemental rebates
collected as a
percentage of drug-
spend as defined in
Seclion A.3.5.2. This
figure shaif be verified
by TennCare.

100% of the difference between
the supplement rebate amount
that would have been paid to
the state if the Contractor had
performed at the lowest end of
the allowed supplemental
rebate percentage range vs.
the actual supplemental rebate
amount paid to the state,

A4.6. System
Maintenance and
Modification
Deadlines/Damages

The Contractor shall correct maintenance
problems within five (5} business days or
by a State-approved correction date.

Five hundred dollars ($500.00)
liquidated damages per work
day or any part thereof shail be
assessed for a maintenance
problem not corrected within
five (5) business days or by
correction date approved by the
Siate.

These payments will be in
addition to payment for any
actual damages due to
incorrect payment processing, |

13




PERFORMANCE
MEASURE

STANDARD / REQUIREMENT

DELIVERABLE

DAMAGE

including but not limited to
damages based on loss of
productivity of TennCare staff
because of staff time required
to respond to inquiries from
auditors, users, members,
advocates, legisiators and in
meetings with Contractor staff
to rectify problems.

A.4.8 Disaster
Preparedness and
Recovery-Business
Interruption

The Contractor shall submit ihe
Contractor's Business Continuity/Disaster
Recovery pian for their Central
Processing Site o TennCare. If
requested, test results of the plan shatl be
made available to TennCare

Plan due upon
commencement of
claims processing and
annually on the
anniversary date of
the initial claims
processing

Penalty may, in the State’s
discretion, be $1000 per week
that report is overdue,

A.4.8 Disaster
Preparedness and
Recoveary-Business
Interruption

The Contractor shall comply with their
Contractor’s Business Continuity/Disaster
Recovery plan.

TennCare shall
determine the final
need {o move to the
disaster recovery plan
based on the
Contractor's
recommendation.

Penalty may, in the State's
discretion, be $10,000 per day
Coniractor is non-compliant
with their Business
Continuity/Disaster Recovery
Plan

A.4.9 Program
Integrity

The Contractor shall have TennCare-
approved policies and procedures in
place for ensuring protections against
actual or potential fraud and abuse.

The Contractor shall
have a detailed
Program Integrity
Plan. The Coniractor
shall complete all
tasks as described in
the Program Integrity
Plan on a quarterly
and annual basis.

$2,500 per occurrence of non
compliance with the Program
Integrity Plan.

A.4.10 Proprietary and
Confidential
Information

All information provided to TennCare,
including but not limited to, provider,
reimbursement and enrollee information
shall be deemed confidential.

The Contractor shai
immediately notify
TennCare of any and
all oceurrences where
TennCare's
confidential
information may have
been breached and
initiate appropriate
action to prevent

subsequent breaches.

$2.500 per occurrence of
breach.

14




PERFORMANCE STANDARD / REQUIREMENT DELIVERABLE DAMAGE

MEASURE
A.4.12 Member The Contractor shall provide each |Replacement and new|Delays in producing ID cards
Identification Cards  (TennCare enrollee with a NCPDP [cards shall be may, in the State’s discretion,
compiiant pharmacy benefit |produced and mailed |result in $1,000 per day
identification (ID) card. The Contractor by the Contractor on |damages.
shall also provide enroliee with |the 15" day of each
replacements cards. month.
A.4.13 Mail The Contractor shall open all returned Monthly report, due  [Calcutation of the damages
Procedures mail from any mallings to enrollees or ten (10) business may, in the State’s discretion,

providers within thirty (30) days of receipt |days after end of begin on the first day following
to determine if the enrollee has moved, if month of reporting the report due date and

the Contractor has the wrong address, period, beginning the jcontinue until receipt of the
and/or if the enrollee is communicating  (first full month after  report by TennCare. Penalty
other information to the Contractor orto  ithe report format has |may, in the State’s discretion,
TennCare. The Contractor shall track been agreed to by the |be $2,500 per week.

returned mail and shall report monthly to  [parties.
TennCare the number of pieces of
returned mail, the reason the mail was
returned and action taken by the
Contractor. included in this report shall
be a list of all enroliees whose maii was
undeliverable due to an incorrect address
pravided by TennCare.

A.4.16 E-Prescribe The Contractor shall participate in |Provide accurate data |Damages for delays or errors

TennCare's E-Prescribe initiatives. files in the format may, in the State’s discretion,
agreed to as be assessed at $1,000 per day
necessary to support {begin on the first day following
E-Prescribe, the file due date.

A.5 Drug Utilization  [The Contractor shal! provide on a Approved meeting Calcutation of the damages
Review Program quarterly basis materials shall be may, in the State's discretion,
* Provider and patient trending distributed ten (10) begin on the first day following
*  Meetings and facilitation days prior to DUR the due date for meeting
»  Reports and website meetings. Draft material or minutes and
minutes shall be continue until delivered,
submitted to Penaity, in the Stale's
TennCare with four (4) discretion, may be $1,000 per
weeks of DUR day.
meeting.
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PERFORMANCE
MEASURE

STANDARD / REQUIREMENT

DELIVERABLE

DAMAGE

A.6 Prior Authorization
Unit Reports

The Prior Authorization Unit Reporis are
covered by Management Reporis
provided in section A.10.2

Failure by the Contractor to
provide the Prior Authorization
Call Center reports listed in a
complete and timely manner
may, in the State’s discretion,
result in the assessment of
liquidated damages by
TennCare of one hundred
dollars ($100) per day during
the first month vioiations are
identified. Liguidated damages
may, in the Siale's discretion,
increase to iwo hundred doilars
($200) per day for the second
consecutive month violations
are identified.

A.6.1 Prior
Authorization
Processing time

The contractor shall complete all requests
for prior approval within twenty four (24)
hours given sufficient information to make
a determination.

Coniracior must
document the receipt
and determination
time for every request
for PA. This must be
provided to TennCare
on a quarterly basis.
Explanation must be
given for falling
outside the twenty
four (24) hour
timeframe.

One hundred ($100) dollars per
PA not processed within twenty
four (24} hours

AB.1.m.iiand A.6.5.h
Call Center Service
L.evels

The Contractor shall maintain service
levels within the Prior Authorization Unit
such that 85% of call line inquiry attempts
are answered within 30 seconds and the
total number of abandoned calis shali not
exceed 3%.

Failure to meet these service
levels may, in the State's
discretion, result in liquidated
damages of $100 per day for
which service levels are not
met.

A.6.4 Prior
Authorization
Reconsideration

The Contractor shall respond to all
reconsideration requests within one (1)
business day,

The Contractor shall
provide quarierly
reports indicating the
fimeframe and
outcome of every prior
authorization
reconsideration.

$200 per occurrence of fallure
to respond to reconsideration
within one (1) business day
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Authorization
Reconsideration

pertinent  information pertaining to
reconsideration requests within two (2)
business days.

provide quarterly

timeframe and
outcome of every prior
authorization
reconsideration.

to supply all pertinent
reports indicating the |information within two (2)
business days

PERFORMANCE STANDARD / REQUIREMENT DELIVERABLE DAMAGE
MEASURE
A.6.4 Prior The Coniractor shall supply TSU with alt | The Contractor shall  {$200 per occurrence of failure

A.8.5 Pharmacy
Network

The Contractor shall ensure that network
pharmacies comply with all provisions of
enrollee notices.

agencies, and
enrollees, in addition
to the audit process to
nerform additional
fraining 1o pharmacies
regarding notice
obligations.

The Contractor's shall [$100 per instance of failure of
utilize feedback from  ithe Contractor to ensure
TennCare, other state [pharmacies are compliant with
notice requirements

A.8.6, Verification of
Benefits (VOB)
Notices

The Contractor shall send a letter to five
hundred (500} randomly selectad
recipients each month requesting their
repty to confirm whether they received the
prescriptions processed in the preceding
month and identified in the letter, as
described in Contract Sections A.8.6.a-e.

Failure to generate Verification
of Benefit (VOB) notices as
described in the Contract, may,
In the State's discretion, result
in liquidated damages in the
amount of $100 per day during
the first month viclations are
identified. LDs may, in the
State's discretion, be increased
to $200 per day for the second
consecutive month violations
are identified.

A.9.5 Key Staff
Position

The Contractor shall employ competent
staff in ail key positions listed in Section
A9.5,

Replacement staff
shall be in place within
sixty (60) days of
vacancies, unless
TennCare grants an
exception to the
requirement

Calculation of the damages
may, in the State's discretion,
begin on the sixty-first day
following the vacancy of the
position and may continue until
monthly until the position is
filed. The penalty may, in the
State’s discretion, be $2,500
per month in addition to the
salary of the position being
withheld from the monthly
payment.
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PERFORMANCE
MEASURE

STANDARD / REQUIREMENT

DELIVERABLE

DAMAGE

A.9.5 Key Staff
Licensure

The Contractar shail provide to TennCare
documentation verifying the stale
licensure of key staff.

The Contractor shall

copies of current
Tennessee licenses
for key staff

provide TennCare

Calculation of the damages
may, in the State's discretion,
pegin on the annually on
September 16 and may
continue until receipt of the
licensure verification by
TennCare. Penalty may, in the
State’s discretion, be $2,500
per week per employee.

A.10.1 Management
Reports

The Contractor shall provide TennCare
with industry standard utilization and
financial management reporting. The
Contractor's management reports shall
provide a summary of drug cosis sorted
by therapeutic category, by top ranked
drugs, and by benefit categories. Reports
sha%l inciude, but not be limited to;

rinancial summary with change

trend

Utitization stalistics

Claim processing volume and

stalistics

Cost trend reports

Fraud detection/ investigation

actjvity

DUR reports (retrospective and

prospective)

PDL reports

Prior Authorization

Call Center metrics

Reconsideration volume, disposition

and aging

Frescriber profiles

Rebate reports

MAC savings report

Pharmacy Access reporis

An electronic fite of priced or paid

claims

All other reports referenced in the

RFP

Pharmacy Desk Audits

Monthly and quarterly
reports are due ten
{10) business days
after the end of the
reporting period,

Damages may, in the State’s
discretion, be assessed
weekly, Calecuiation of the
damages will begin on the first
day following the report due
date and may continue until
receipt of the report by
TennCare, Penalty may, in the
State’s discretion, be $2,500
per week, per report.

A.10.2 Ad Hoc
F\’_eports

The Contractor shall be able to provide,
at no exira cost to TennCare ad hoc
reporis that shall assist in managing the
pharmacy benefit for TennCare members.
Ad hoc reports shall be provided in a
format described by TennCare and in an
agreed upon timetable,

Failure by the Contracior to
produce Ad Hoc reports in an
agreed upon timeframe may, in
the State’s discretion, result in
the assessment of fiquidated
damages by TennCare of one
hundred doflars ($100) per day
during the first month viotations
are identified, Ligquidated

damages may, in the State’s
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PERFORMANCE
MEASURE

STANDARD { REQUIREMENT

DELIVERABLE

DAMAGE

discretion, increase to two
hundred dollars ($200) per day
for the second consecutive
month violations are identified.

A.10.2 Emergency
Supply Aggregate
Reports

The Contractor shall provide TennCare
with reporis summarizing all emergency
supply overrides performed by dispensing
pharmacists at the point-of-sale, pursuant
to the policy regarding dispensing of
drugs not listed on the TennCare PDL.
The reports shall be on a weekly and
monthly basis and fist the top one
hundred (100} pharmacies entering
emergency supplies and the top one
hundred (100) prescribers associated
with those overrides. The reports shall
also include the top one hundred (100)
drugs associated with emergency
suppiies as well as summary totals of
overrides, The emergency supply reports
shall be delivered to TennCare in
electronic format by a web-based report
library, as agreed 1o by TennCare.

Reports shall be
delivered on a weekly
and monthly basis no
fonger than five (5)
business days after
the ending of the
week/month.

Failure by the Contractor to
provide emergency supply
Aggregate Report may, in the
State’s discretion, result in the
assessment of liquidaied
damages by TennCare of one
hundred dollars ($100) per day
during the first month violations
are identified. Liguidated
damages may, in the State's
discretion, increase to two
hundred doliars ($200) per day
for the second consecutive
week or month violations are
identified.

A.10.3 PDL
Compliance Report

The Contractor shall monitor compliance
by prescribers and pharmacists with the
TennCare PDL and report that
information to TennCare monthly,
quarterly, and semiannually, and provide
suggestions for improving PDL
compliance,

Report shall be
delivered within forty-
five (45) days
following the period,
but not earlier than
thirty (30} days
following the period.

Penalty may, in the State's
discretion, be $2500 per week
that report is overdue.
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PERFORMANCE
MEASURE

STANDARD / REQUIREMENT

DELIVERABLE

DAMAGE

A.10.4. Program
Integrity Reports

The Contractor shall be required to
provide the foliowing program integrity
reports on a daily basis:

- Ingredient Cost/Prescription
Report, identifying claims with
total cost exceeding $750 at
retail,

- Qverride report, reflecting daily
clalms paid with override, prior
authorization, or other unique
adjudication rules

- Submiited Units/Rx for topical
dosage forms where fotai
quantity exceeds 480 units/Rx

- Pharmacy Time of Claims
Submission Report, reflecting
claims submitted between 10:00
pm and 6:00 am

The Contractor shall be required to
provide the foliowing program integrity
reports on a monthly basis:

- Enrollees Using Multiple
Prescribers Report

- Enrollee Use of Controlled
Substances Report

- Pharmacy DAW Code
Submission Report

- Pharmacy Claim Reversals
Report

- Generic efficiency report,
reflecting pharmacies processing
2250 claims per quarter and
having <40% generic utilization

- Pharmacy Submission of
Package Size versus Day Supply
Report, identifying claims with an
invalid correlation between
quantity and day suppiy

Reports shail be
delivered on a daily or
monthly basis (as
described in previous
column). Daily reporis
should be delivered by
close of business on
the following business
day. Monthly reports
should be delivered by
the 15" of the month i
for the previous
month’s data. i

Failure by the Confractor

to provide the required
Program Integrity Reports on a
daily or monthly basis may, in
the State’s discretion,

result in liguidated

damages of one

hundred dolflars ($100) per day
the reports are late during the
first month violations are

dentified. Liquidated damaged

may, in the State's discretion,

ncrease to twa hundred ($200)

per day for the second
consecutive month viglations
are identified.

A.11.1.a Enrollee
Notices

The Contractor shall be required to send
individualized notices to enrollees, as
specified in the column immediately to the
right of this A.11.1.a column, worded at a
six {6th} grade reading level, on a daily
basis except for Sunday

Notices shall be
approved by
TennCare and include
prior authorization
denial notices,
prescription limi
notices, lock-in
notices, or other
notice as directed by
TennCare.

Failure by the Confractor

to produce notices in such a
manner shall result in liguidated
damages of five hundred
dollars {($500)

per occourrence
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PERFORMANCE
MEASURE

STANDARD / REQUIREMENT

DELIVERABLE

DAMAGE

A.11.1.b Notices to
Children in State
Custody

Each week, the Contracior receives a file
of TennCare recipients currently in State
Custody from the Department of
Children’s Services (DCS). The
Contractor shall be required to produce
copies of any recipient denial notices
generated over the previous week, and
forward the notices (either hard copy or
via secure electronic file transmission) to
DCS.

Copies of denial
notices generated for
children in State
cusfody shali be
provided on a weekly
basis to DCS (either
hard copy or via
secure electronic file
transmission).

Failure by the Contractor

fo produce notices in such a
manner shall result in liquidated
damages of one hundred
dollars ($100)

per notice,

E.5 Breach, Partial
Default

[n the event of a Breach, the State may
declare a Partial Default. In that case,
the State shall provide the Contractor
written notice of: (1) the date that
Contractor shall terminate providing the
service associated with the Breach; and
{2) the date the State shall begin to
provide the service associated with the
Breach. Notwithstanding the foregoing,
the State may revise the time periods
contained in the notice written to the
Contractor.

In the event the State declares a Partial
Default, the State may withhotd, together
with any other damages assoclated with
the Breach, from the amounts due the
Contractor the greater of: (1) amounts
that 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 Confractor is
being paid for any particular service, the
Department shall be entitled to receive
within five (5) business days any
requested material from Contractor, The
State shall make the final and binding
determination of said amount,

Contract Performance
Standard

The amount of liquidated
damages that may, in the
State’s discretion, be assessed
against the Contractor shall be
af the discretion of the State, in
accordance with the specific
penally provisions contained in
the base Confract, and not
exceed ten percent (10%) of
the maximum payments
previously made by TennCare
to Contractor

E.23.1,
Prevention/Detection
of Provider Fraud and
Abuse

The Contractor shail provide monthly
reports  to  TennCare that describe
pharmacy provider dispensing patterns
that statistically identify the pharmacy as
an outlier that may be representalive of
potential fraudulent, abusive or wasteful
dispensing patterns.  Additionally, the
Coniractor  shall  provide  specific
racommendations to TennCare, via a
plan of correction that will eiiminate the

potentiaily fraudulent, abusive or wasteful

The reports shait be
due on the fifteenth
(15th) day of the
month for the previous
month's pharmacy
claims.

Failure by the Contractor to
provide the monthly reports
listed above in a complete and
timely manner may, in the
State's discretion, result in the
assessment of liquidated
damages by TennCare of one
hundred dollars ($100) per day
during the first month violations
are identified. Liquidated

damages will increase to two
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PERFORMANCE STANDARD / REQUIREMENT DELIVERABLE DAMAGE
MEASURE

dispensing patterns of these specific hundred doliars ($200) per day
pharmacy providers. for the second consecutive
month violations are identified.
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GENERAL ASSEMBLY OF THE STATE OF TENNESSEE
FISCAL REVIEW COMMITTEE

320 Sixth Avenue, North - 8% IFlaor
NASHVILLE, TENNESSELL 37243-0057
G16-741-2664

Sen. Bill Ketron, Chairman Rep. Charles Curtiss, Vice-Chairman
Senators Reprosentatives
Douglas Henry Reginald Tate Harvry Brooks Donna Rowland
Doug Jackson Ken Yager Jurtis Johnson Tony Shipley
Brian Kelsey Steve McManus : Curry Todd
Randy McNally, ex offfcio Mary Pruitt Bddie Yokley
Lit. Governor Ron Ramsey, ex officro Craig Fitzhugh, ex officio

Speaker Kent Williams, ex officio

MEMORANDUM

TO: The Honorable Dave Goetz, Commissioner
Department of Finance and Administration L,
FROM: Bill Ketron, Chairman, Fiscal Review Committee /(5\ CJ_/

Charles Curtiss, Vice-Chairman, Fiscal Review Committee
DATE: June 2, 2010 |

SUBJECT: Contract Comments
(Fiscal Review Committee Meeting 6/2/10)

RFS# 318.66-05308
Department: Finance & Administration/Bureau of TennCare
Contractor: SXC Health Solutions, Inc.

~Summary: The vendor is responsible for the provision of pharmacy
management and preferred drug list services. The proposed amendment
includes $0.19/transaction reimbursement for any transaction charges
for e-prescriptions; adds disclosure of ownership language; and clarifies
liguidate damages.
Maximum liability: $34,500,000
Maximum liability w/amendment: $34,500,000

After review, the Fiscal Review Committee voted to recommend approval of the
contract amendment with the stipulation that the proposed $0.19/transaction
reimbursement for e-preseriptions be deleted from the amendment at this time
and that the transaction reimbursement language be deferred for consideration at
the Committee's next meeting.

cc: The Honorable Darin Gordon, Deputy Commissioner
Mr. Robert Barlow, Director, Office of Contracts Review



STATE OF TENNESSEE
BUREAU OF TENNCARE
310 Great Clrcle Road
NASHVILLE, TENNESSEE 37243

May 18, 2010
g Y, ,fw':: F\M&a‘
BECEVEL
Mr. Jim White, Director 9010
Fiscal Review Committee TINEAR: L0
8" Floor, Rachel Jackson Bldg. " "EEM‘ f\ i
Nashville, TN 37243 e Y A R 1LY LYY

Attention: Ms. Leni Chick
RE: Bureau of TennCare Contract Amendmenis

Dear Mr, White;

The Department of Finance and Administration, Bureau of TennCare, is submitting for
consideration by the Fiscal Review Committee the Middle Tennessee and TennCare Select
managed care contract amendments which address the following changes: (1) include language
refating to enforcement of maintenance effort requirements of the Annual Coverage Assessment
Act of 2010, (2) Implement rate methodoiogy for adjusting Long-Term Care (LTC) rates based on
member movement; (3) Clarify Long Term Care reporting requiremants; (4) Update acceptable
claims processing entities; and (5) various housekeeping clarifications inciuding numbering and
typos. There is no term extension or additional funding associated with these amendments.

Volunteer State Health Plan (Select) FA-02-14632-23
AMERIGROUP Tennessee, Inc. FA-07-16936-06
UnitedHealthCare Plan of River Valley, Inc. FA-07-16937-06

The following amendments for the EastAWest Regions of the State include the same language as
noted above with added LTC capitation payment rates for use upon implementation of the
CHOICES Program in East and West TN.

UnitedHealthCare Plan of the River Valley, Inc FA-08-24879-03
(West Region)
Volunteer State Health Pian FA-08-24978-03
{(West Region)
UnitedHealthCare Plan of the River Valiey, Inc. FA-08-24984-03
(East Region)
Volunteer State Health Plan FA-08-24983-03

(East Region)

TennCare is also submitting for Committee review amendment #1 to SXC Health Soluiions, Inc.,
TennCare's contract for Pharmacy Management. This amendment addresses language changes
associated with TennCare’s e-Prescribe Initiatives, adds Disclosure of Qwnership language as
required by the Center for Medicare and Medicaid Services, and clarifies Liquidated Damages as
. currently stated in the contract.



Mr, Jim White, Director
Fiscal Review Committee
May 18, 2010

The Bureau of TennCare would greatly appreciate the consideration and approval of these
amendments by the Fiscal Review Committee.

Sincarely,

e

Scott Pierce
Chief Financial Officer

oe: Datin J. Gordon, Deputy Commissioner
Alma Chilton, Director of Contracts



Supplemental Documentation Reqguired for

Fiscal Review Commlttee
. Alma Chilton aet o 615-507-6384

FA-08-25044-00 3 | 318.65-257

12051 FS | 31865-00257

June 1, 2008 | May 31, 2011

est Amendment Number: | 1
. fapplicable)
smendment Effective Date: | July 18, 2010
Gf" applicable)

Department of Finance and

Deparﬁment Submitti'ng:

.| Administration
: 'g10n:. | Bureau of TennCare
' ‘- *Date Submmted May 18, 2010
i n ys:| Yes

/| SXC Health Solutions, Inc.
ity $34,500,000.00

FY 2010
._.$13’596’190‘00

FY. 2011 | FY: Y FY
$6,617,510.01 %
thru Feb. $ $ $ $

FY: 2009
$8,118,812.03

| This competitively procured contract includes fixed
| amounts for specific rates submitted by the
' S Contractor in their original RFP Cost Proposal.
ocatlon has been 1+ Additionally, there are associated costs included in
act -] contractor reimbursement that are actual costs
S e gi ve the .| which cannot be determined prior to actual
.| expenditures that also are included in the contract.
nf where surplus The maximum liability included these projected
' : °| costs at the inception of the contract and any
unused dolars will roll forward to be used as
. | needed for these costs as they occur through the
‘ -1 duration of the contract,
o If the amount spent on this contract is less than
ave been carried | e budgeted amount and contributes to a net
e the reasgns - i surplus for the bureau, surplus funds would be
hority for-the . | carried forward subject to authority granted in
rovision: ‘ ' iestion 48, Ttem 3 of the General Appropriations




Supplemental Documentation Required for

”‘Fisc 1 ng{_iew Committee

| N/A

rag

$17,260,000.00 $17,250,000.00

N/A

Request for Proposal

The projected costs associated with this
contract were based on Cost Proposals
submitted with Request for Proposal.
Prior to completion of RFP, costs could
not be projected, These documents are
public information and available upon
request.




Supplemental Documentation Required for
Fiscal Review Committee




Supplemental Documentation Required for

Fiscal Review Committee




Supplemental Documentation Required for

Fiscal Review Committee

{5)  Should the Contract be amended for Extension of Sérvices, for the services performed
from June 1, 2011, through May 31, 2012, the following rates shall apply:

Amount

Ser vice Description (per compensable increment)

m'iﬁi'strati'\?é'}?ee ‘ o H ' § 802,176 / month
$ 19,483 /month
$ 19,483/ month
§ 19,483 / month
$ 19,483 / month
§ 19,483/ month
$
$

‘ r_Based in Nashw_ll_e
¢ Based in Field

19,483 / month
10,627 / month

$ 15,056 / month

- 5. 10‘6'27/month'
L8 13 284/month

us - Per Seotion A 3.5,2., Annual Rebates for each year of the contract shall be calculated on
any teb es-obtained outsxdc of the OBRA tebates, Anm;ally, if the Contractor exceeds the
igute of the alfowed qupplemental r«;:bate pcrcemage range thay shall reccwe an annual bonus

_ e'-followmg table :

-hxceed by less than. one. One _hundred' thousend  dollars
| percant (1%) | 8100,000)

Bl ,iiy inoro thari or equal. Two  hundred  thousand  dollars
o]0 one percent: (19%), but less | ($200,000)
| thati-two percent (2%6) -

'Iixcéégi; by more than ot equal §1x bundred - thousand .doliars
to two peroetit (2%), but less | (3600,000) |
' _th‘an three 'perc’ent (3%) -

I?x-;,eed by more than or equalj - One mal]féri two hundred: thousand
: ‘to three percent (3%) : dollars ($1 200 000)

sate: Bonus I’ar Sechon A 3. 5 2, Annual Rebates fm each year of tha contract shall be
culated on the basis of any rebates obtained ontside.of 1he OBRA rebates. The Table below
r_rlls{ts the Contractor’s Anninal Allowed ‘Supplemental: Percentage for each. year of the contract:

Ocztgggr I’._-' i Ocztgggr L _ chob@r.l., 1 June 1,2011- { June 1, 2012~
‘ 1 -2010-May |. May3l, May 31,

September | September 31,2011 2012 2013

1 30,2009 .| 30,2010
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FA0825044

Funding Referance

Dept Dlvision Year Document
318 65 2009 FADB25044
318 85 2000 FA0B25044
318 65 2009 FADB25044
318 65 2009 FAD825044
318 65 2009 FA0B825044
318 65 2009 FAD825044
318 a5 2009 FAOB25044
318 65 2009 FAQ825044
318 65 2009 FAD825044
318 65 2010 FAQB25044

PAYMENTS MADE THROUGH EDISON:

318 65 2010 FA0825044
318 65 2010 FAD825044
318 65 2010 FAQB25044
318 65 2010 FA0B25044
318 65 2010 FADB25044
318 65 2010 FAD825044
318 65 2010 FAQB25044

Date

10/31/2008
11/30/2008
12/31/2008
1/31/2009
2/28/2009
3/31/2009
4/30/2009
5/31/2008
6/30/2009

7/31/2009

8/31/2009
9/30/2009
10/31/2009
11/30/2009
12/31/2009
1/31/2010
212812010

Expenditures

$836,072.00

$1.244,852.21

$862,762.69
$860,373.26
$836,100.80
$884,026.42
$862,012.02
$862,421.69
$870,182.94

$8,118,812.03

$861,307.85

$866,388.94
$860,538.22
$907,338.55
$906,206.17
$902,229.08
$302,139.13
$911,361.27

$6,517,510.21

FY 2009 Total

FY 2010 Total



NON-AMD123008

NON-COMPETITIVE AMENDMENT REQUEST:

APPROVED

Commissioner of Finance & Administration

31865-00257

Bureau of TennCare

Department of Finance and Administration

EXISTING CONTRAGT INFORMATON

Pharmacy Management and Preferred Drug List Services

SXC Health Solutions, inc.

FA-08-25044-00

June 1, 2008

May 31, 2011

$ 34,500,000.00

1

July 18, 2010

May 31, 2011

$ 34,500,000.00

X use of Non-Competitive Negotiation Is in the best Interest of the state

D only one unlquely qualified sarvice provider able to provide the service

T

T

This amendment addresses language changes associated with (1) TennCare’s e-Prescribe initiatives (2) assigns a
transaction charge reimbursement for e-prescriptions for enrollee prescriptions (3) adds Disclosure of Ownership,
Disclosure of Business Transactions, and Health Care Related Criminal Conviction Disclosures as required by CMS,
and {4) clarifies Liquidated Damages as specified in the contract. No additional funds are associated with this
coniract, -

This amendment is required to adequately address changes in e-Prescription initiative and to bring TennCare inio

CMS compliance by including appropriate Disclosure language. Additionally, this amendment is updating Liquidated
Damage and Performance Measures and Deliverables. No additional funds are associated with this contract,




— : ‘ — _ : _ . _ NON-AMD123008
-18) Name & Address of Contractor's Current Pringipal Ownei(s) : {nof reqiiired for a TN state education institution)

Mark A. Thierer, President and Chief Operating Officer
SXC Health Solutions, Inc.

2441 Warrenville Road

Suite 610

Lisle, Il. 60532

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

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

-18)- eHealth Initlative Endotsement (requlredforheaithreiated professional, pharmaceutical, laboratory, -or imaging service)

PRocumentation s ... I:l Not Applicable to this Request  xx Attached to this Request

19). Department of Human Resourcés Endorsenient : (required for state employees training service)

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

20). Description.of Procuring Agericy Efforts o identify Reasonable, Competitive, Procurement Alternatives :

SXC Health Solutions, Inc. was awarded the competitively procured contract for Pharmacy Management and
Preferred drug list server for the Bureau of TennCare, the State of Tennessee's Medicald program. Since this

amendment alters original language not included in origmal RFP, this amendment is considered non competitive.

21) Juatification for the Propoaed Non-CompetltIve Amendment

SXC Health Solutions, Inc. was awarded the competitively procured contract for Pharmacy Management and
Prefarred drug list server for the Bureau of TennCare, the State of Tennessee’s Medicald program. The Bureau of
TennCare would appreciate favorable review and approval of this amendment by the Commissioner of Finance and
Administration.

y AGENGY HEAD SIGNATURE & DATE ;.

{must be sighed: & dated. by fha- AQJ‘_QALE proeurlng agency head as detailed on the Signature Certlfcatlon on ﬂ!e with OCR—— mgnature
-by an: authorized ‘sighatg Aw[ll be accepted only In documerited exigent cIrcumsiances) B

M. D. Goetz, Jr., Com
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CONTRACT AMENDMENT

Agency Tracking # Edison ID Contract # Amendment #
31865-00257 12051 FA-08-25044-00 01
Contractor Contractor Federal Employer Identification or Social Security #

5XC Heaith Solutions, inc.

[1C- or DIV - 75.2578509

Amendment Purpose/ Effects

Amendment addresses language changes in e-Prascription Initlative and to bring TennCare into CMS compliance. Thers ars no
additional funds ar term extension assoclatad with this amendmant.

Contract Bagin Date Contract End Date Subreciplent or Vendor CFDA #{s) 93.778 lDapt of Health
June 1, 2008 May 31, 2011 D Subreclplent Vendor | @nd Human Services/Title XIX
FY State Federal Interdepartmental _Other TOTAL Contract Amount
2008 $0 $0 $0
2009 $4,854,650.00 $4,854,650.00 $9,700,300.00
2010 $6,208,095.00 $6,298,005.00 $12,696,190.00
2011 $6,097,265.00 $6,097,255.00 $12,194,510.00
TOTAL: $17,250,000.00 $17,250,000.00 $34,500,000.00

American Recovery and Relnvestmant Act (ARRA) Funding -|_| YES NO

— COMPLETE FOR AMENDMENTS —

Agancy Contact & Telephone #

END DATE AMENDED? | |ves [no Atma Chilton
FY Base Contract & THIS Amendment { 615-507-6384
Prior Amendments ONLY .
2008 $0 'Agency Budget Offlcer Approval (there Is a balance in the appropriation
- from which this obfigation Is requirad to be paid that Is not otherwise
2008 $9,700,300.00 encumbered to pay obilgations previously Incurred)
2010 $12,696,190.00 ' -
2011 $12,194,510.00 ‘bc %,»\__.
Speed Code Account Code
TOTAL: $34,500,000.00 0.00 TNOoOC00GE 70803000

—~ OCR USE —

e oeo oo o L ke e e SMMAMAAPN

Procurement Process Summary {non-competitive, FA- or ED-typa only}




AMENDWVENT #1
TC FA-08-25044-00
BETWEEN THE STATE OF TENNESSEE
DEPARTMENT OF FINANCE AND ADMINISTRATION
BUREAU OF TENNCARE
AND
SXC HEALTH SOLUTIONS, INC.

This Contract Amendment is made and entersd by and between the State of Tennessee, Department of Finance
and Administration, Bureau of TennCare, herelnafter referred to as the "State” or “TennCare” and SXC Health
Solutions, Inc., herelnafter referred to as the “Contractor “ or "PBM." Itls mutually understood and agreed by and
between sald, undersigned contracting partfes that the subject Contract is hereby amended as follows:

1. The text of Contract Sectlon A.4.11.b. is deleted in its entirety and replaced with the foliowing:

A.4.11.b.  If during the term of this Contract, TennCare directs the Contractor, through a contract
amendment, to operate as a risk-bearing entity for pharmacy sarvices, the Contractor shall
establish and maintain all financial reserves required by the Tennessee Department of
Commerce and Insurance of HMOs, Third Party Administrator, or Prepaid Limlted Health
Services Organization licensed by the State of Tennesses, Including, but not limited to, the
reserves required by Tennessee Code Annotated § 56-32-112 as amendad or Tennessee
Code Annotated § 56-51-136 as amended, The Contractor shall demonstrate evidence of its
compliance (or process of compliance) with this provision to the Tennessee Department of
Commerce and Insurance, TennCare Division, In the financial reports filed with that
Department by the Contractor.

2, The text of Contract Section A.4.16. is delsted in Its entirety and replaced with the following:

A4.16.  The Contractor shall parlicipate in TennCare's E-Prescribe Initiatives and provide needed,
accurate data files to TennCare Initiaily and on an ongolng basls, in the format and
timeframes agreed to by TennCare, as required to support E-Prescribe. This may include, but
s not fimited to: electronic formulary flles (denoting preferred and non-praferred drugs),
electronio files denoting drugs requiring prior authorization (including specific PA criteria for
each drug), electronic files denoting drugs with quantity limits {including specific information
regarding the nature of such limits), weekiy encounter files to update the e-prescribe platform,
and links Into the Contractors wab-site for PA spacific facsimlle forms and criterla, The
Contractor shall also coordinate the e-Prescribe Inltiatives within the pharmacy network it Is
managing for TennCare.

3. The text of Contract Section A.10.2.m. is deleted in its entirety and replaced with the following:

A.10.2.m. Top 50 Narcotic Prescribers Report- Twice yearly the Contractor will report on the Top 50
prescribers of narcotic prescriptions including information needed to follow up with Managed
Care Organizations (MCQ) which includes, but is not limited to, number of claims, enrofiess,
enroliee demographic information such ag MCO, and types/names of drugs prescribed.

4, The text of Contract Section A.11.1. Is deleted In Its entlrety and replaced with the following:

A11.1.a Notices - The Contractor shall be required to send individuallzed notices to enrollees, worded
at a six (6w) grade reading level, unless otherwlse approved by TennCare, Template notlices
shall be approved by TennCare. Notices should be printed with an assurance of non-
discrimination both in English and Spanish that include, but not be limited to:




a. Notificafion of prescription limits being met;

b. Notification that a Prior Authorization request has been denled, which may or may not
includs a provision for continuation of benefits;

c. Outcomes of a member Iniflated prior authorization reguest, which may inciudea:
. Prescription change;
. PA granted; or
lli. PA denied.

d. Response to prescriber on outcome of prior authorization request. This may be
completed by utilizing facsimlle technology,

These notices shall be malled daily, except Sunday, each week, The previous days claims
and/or Prior Authorization requests shal be mailed the following day. Monday mailings shall
include letters based on claims denled on Saturday and Sunday. The Contractor shall provide
TennCare with a web-based system to search and view individual notices that have been
sent. The Contractor shall have approval to subcentract the notice process as defined herein
with the requisite approval from TennCare, but in ho event shall off shore vendors be utllized,
The direct postage cost for aach Script Limit denial lefters and prior authorization jetters shall
be a pass through ltem. Failure to provide notices shalt result In liquidated damages as
described in Attachment A,

A.11.1.b The State shall provide the Contractor with an eligibllify record file containing indicators

identifying recipients in the Department of Children's Services (DCS). Updates to this file will
be provided on a weekly basls. The Contractor shall produce coples of any recipient denal
notices generated over the previous week and forward the notices (via secure electronic file
transmission) to DCS, Fallure to provide denial notices to DCS on a weekly basls shall result
in liquidated damages as described in Attachment A,

5. The following provision is added as Contract Sectlon E.28.:
E.28, Disclosure of gmg@mp, Control, or Rejationship Information: In the time and manner set

forth in 42 CFR § 455.104, TennCare's Managed Care Contractors and/or TennCare's Benefit
Administrators must disclose to the State agency the hame and address of each person with
an ownership or controliing interest In any Provider, fiscal agent, disclosing entlty (collectively,
“the aforementioned”) who are authorized to provide and recelve payment for any covered
service furnished to TennCare enrolless. In addition, the State must be provided the name
and address of any subcontractor in which the aforementioned have a direct or indirect
ownarship interest of & percent or more, TennCare's Managed Care Contractors and/for
TennCare's Benefit Adminlstrators must disclose whether any of the aforementioned is
related to him/her as spouse, parent, child, or sibling. Moraover, the aforementionad must
disclose the name of any other Provider, fiscal agent, disclosing entity or subcontractor In
which & person with an ownership or controlling interest in the aforementioned also has an
ownership or controlling interest, The State shall not contract with a managed care contractor
or a benefit administrator who has not disclosed ownership or control Information required
under the federal regulations.

6. The foliowing provisioh s added as Contract Section E.29.:

E.29,

osure of Business Trangact Uipon Re : Regulation 42 CFR § 455.106(requires
that, upon request, Providers furnish to the State or the U.S. Department of Health and
Human Services (HHS) information about certain business transactlons with wholly owned
suppliers or any subcontractors, In addition, the Provider must disclose the ownership of any




subcontractor with whom the Provider has had business transactions fotaling more than
$25,000 during the 12-month parlod ending on the date of the request. Therefore, as a
conditlon of confracting with the State, TennCare's Managed Care Contractors andfor
TennCare's Benefit Administrators must agree to disclosure of the business transaction
Information upon request specified in the regutation.

7 The following provision is added as Contract Section E.30.!

E.30, Health Care-Related Criminal Convictlon Disclosures and Timely Reporfing: Regulation 42
CFR § 455.106 stipulates that Providers must disclose fo Federal and State Medicaid
agencles any criminat convictlons related to Medicare, Medicaid, or Title XX programs at the
time they apply or renew thelr applications for Medicald participation or at any time on
request. The regulation further requires that the State Medicald agency notify the HHS Office
of Ingpector General (HHS-OIG) whenever such disciosures are made. Hence, as a condition
of contracting with the State, TennCare's Managed Cars Contractors and/or TennCare's
Benefit Administrators must agree 1o collact the disclosure of health care-related criminai
conviction Information as required by 42 CFR § 456.106 and establish policies and
procedures to ensure that applicable criminal convictions are reported timely to the State.

8, Contract Attachment A Is deleted In Its entirety and replaced with the new Revised Contract Attachment
A attached hereto.

The revisions set forth hereln shall be effective July 18, 2010. All other terms and conditions not expressly
amended hareln shali remain in fuil force and effect.

IN WITNESS WHEREOF,
SXC HEALTH SOLUTIONS, INC.:

Nt A £//) 0

CONTRACTOR SIGNATURE 7 pAvE

Mike Bennof, Executive Vice Presldent

PRINTED NAME AND TITLE OF CONTRACTOR SIGNATORY (above)

DEPARTMENT OF FINANCE AND ADMINISTRATION
BUREAU OF TENNCARE:

ol DGW“LQ/ / o g _//LE/!b

M. D. Goetz, Jr., Commissionef - DAT




REVISED ATTACHMENT A

PERFORMANCE, DELIVERABLES AND DAMAGES

The table below summarizes Performance Measures and Deliverables described in other sections of this
Contract. Included in the table are delivery schedules and non-performance damages. TennCare shall monitor
the Contractor's performance meefing the required standards. If TennCare determines that the Contractor has
failed to meet requirements of this Contract, TennCare shall notify the Confractor by cerfifled U.S. Mail. Upon
notification of a violation, the Contractor shall submit to TennCare, within five (&) business days, a Corrective
Action Plan (CAP). Failure to submit a CAP or comply with its requirements, as approved by TennCare, may, in
the State’s discretion, result In liguidated damages of $100 per day for each day the corrective action plan is late
or compliance with the CAP is not complete. In situations where the Contractor wishes fo dispute any liquidated
damages assessed by the State, the Contractor must submit a written notice of dispute, including the reasons for
disputing the LD, within 30 days of recsipt of the latter from the State containing the total amount of damages
assessed agalnst the Contractor .

If damages are assessed, TennCare shall reduce the Contractor's payment for administrative services In the
following month's Invoice by the amount of damages. In the event that damages due exceed TennCare fees
payable to Contractor in a given payment cycle, TennCare shall invoice Contractor for the amount exceeding the

fees payable to Contractor, that shalf be paid by Contractor within thirty (30) calendar days of the invoice date.

PERFORMANCE
MEASURE

STANDARD / REQUIREMENT

DELWWERABLE

DAMAGE

A.1 Implementation

Contractor shall complete all
implamentation actions prior to "go-live”
date and according to the implermentation
timetine provided by the Contractor to
TennCars. The Contractor shall recelve
TennCare's sign-off that each action has
been completed successfully,
Implementation action steps include the
following minimum items:

* Banefit plan designs loaded,
oparable and tested;

* Perform comprehensive systems
testing (including interface testing
with all third partles) and quality
agsurance audits, with resuits
reported to the TennCare prior to
the “Go-Live";

« Eligibility feed formats loaded and
tested end to end;

« Operable and tested toll-free
numbers;

« Signed agreemeants for Retall
Pharmacy and Long-term Care
Pharmacy networks;

« Account management, Help Dask
and Pricr Authorization staff hired
and trained;

» Established billing/banking

requirements;

Due prior to the clalms
processing commencement

date of Qctober 1, 2008, 1:00

a.m. Central Standard Time
(CST)

Contractor may, In the
State's discretion, be
required pay to
TennCare amount of ten
thousand doliars
($10,000.00) per day for
aach day full
implementation of the
project Is delayed by
fault of the Contractor.
This guarantee is
dependent upon
Contractor recelving
necessary information
and approvals from
TennCare in a timely
manner.




schedule desighated by TennCare.

after end of reporting week.

PERFORMANCE STANDARD / REQUIREMENT DELIVERABLE DAMAGE
MEASURE
» Complete notifications to
pharmacles and prescribers
regarding contractor change;
* Each component shall be met by an
agresd upon deadline in an
Imptementation timeiine provided
by Contractor to TennCare,
Impiementation action
requirements may Include other
items necessary fo mest the claims
processing commencement date of
July 1, 2008, 1:00 a,m. CST ; and
+» Claims history and existing prior
autharlzations and overrides shall
be migrated fo Contractors POS
system
A.2.2 Clalm payment (The Contractor shall distribute and malt  [The Contractor shall mail Penaity may, in the
and Remittance TennCare outputs as required by thls checks and remittance State's discretion, be
Sarvices Contract including, but not limited to: advices ta pharmacy $1,000 per day flles are
provider checks and remiitance advices, |providers each week on overdue,
retusned clalms, notices, provider Fridays, with the exception of
bulletins, provider manuals and spaclai  |Holiday weeks. With notice,
mallings, holiday production shall not
delay the procass by more
than fwo (2) business days.
TennCare shall be nofified no
later than two (2) business
days of any systems or
operational Issues that may
Impact disbursements by the
prescribed timelines.
For chacks to be Issued on
Friday, the Contractor shall
deliver two files to the State,
in an electronlc media
sultable to the State, by
10:00 a.m, CST, Thursday of
each week.
A.2.2 Encounter Data jAll adjudicated claims (encounters) shall |Fiie transfer due weakly and |If the Contractor falis to
Files be transferred to TennCare oron a due ten {10) business days |produce the report, the

caloulation of the
damages may, in the
State's discretlon, begin
on the first day following
the due date of the
report and continue untll
recelpt of the report by
TannCare. Penalty
may, in the State's
discretion, be $5,000
per waek,




PERFORMANCE
MEASURE

STANDARD / REQUIREMENT

DELIVERABLE

DAMAGE

A.2.3 FPOS Claims

The Gontractor shall process ninety-nine
point flve percent (89.5%) of POS
pharmacy claims within ten {10) seconds
an a dally basis. This Is the time from
when the claim is received by the
Contractor's processor to the time the
resuits are transmitted from the
Contractor's processor and shall Include
all procedures required to complete claim
adjudication,

Ninety-nine point five
percent (99.5%) of claims
process shall process to
completion within ten (10}
gseconds on a dally basis.

if ninety-nine point five
percent (99.5%) of
claims are not
processed within the ten
{10) second time frame
then the dally penaity
{may, In the State's
discretlon, be $1,000 per
day of non-compllant
processing.

A.2.3. POS Downtime

System will operate without unschaduled

No unscheduiad or

$2,500 per ococurrence

Notification

immediately (within one (1) hour) upon
knowledge of downtime.

TennCare Is to identlfy staff to be
contacted after normal business hours In
the event of an interruption of service.

hour, upen knowledge of
downtime,

or unapproved downtime, For purposes |unapproved downtime. of unscheduled or

hereof "downtime” shall be any unapproved downtime If

interruption involving more than 10% of deemed by TennCare to

production for a perlod greater than 15 be the result of

minutes. contractor shortcomings.
A2.3, POS Downtime|Contractor shall report to TennCare Report Is due within one (1) |Immediate report is due

within one (1) hour upon
knowledge of the
downtime, $7,500 one
time damage may, in the
State's discration, be
assessed for not
reporting Immediately.

A.2.3 Batch Electronic
Media (EMC) Claims
Processing

The Contractor shall recelve clalms in
electronic format, separate tape from
disketie, convert diskette to tape,
schedule fapes for immediate processing
arid return media to submitting providers
within thres {3) business days. The
Contractor shall assign idenfification
control numbers to all hatch claims within
three (3) business days of receipt. The
Contractor shali maintaln electronic
backup of batch claims for the duration of
the contract. If TennCare requests
coples of batch slectronic claims, these
shail be provided within three (3)
business days of request.

As requested, the Cantractor shall
provide the batch files as they were
originally received. These files shall be
delivered to the TennCare site by Virtual
Private Network connection.

Eilecfronic batch claims shall be submitted

Return media claims to
submitling providers within
three (3) business days of
recelpt, agsignment of
identification control numbers
to all batch claims within
thres (3) business days of
recelpt and provide
TennCare with coples of
batch electronic claims within
three (3) business days of
raquest. .

Calculation of the
damages may, in the
State's discretion, begin
on the first day following
the due date and
continue until receipt of
the report by TennCare,
Penalty may, in the
State's discretion, be
$1,000 per day.




PERFORMANCE
MEASURE

STANDARD / REQUIREMENT

DELIVERABLE

DAMAGE

through a sequential terminal, or simitar
method that shall aliow batch and POS
ctaims to be adjudicated through the
same processing leglic, New providers
requesting to submit batch claims shall
provide at least a thirty (30) day notice
and shall conform to the standard
Change Control and testing process.

A.2.3 POS Downtime
Occourrence Reports

The Contractor shall provide TennCare
with updates at regular Intervals during a
sustained downtime. TennCare shall be
presented with recovery options as
appropriate. Upon full recovery, the
Contractor shall provide TennCare with a
System Down Analysis describing root
cause Issues and actions to mitigate
future downtime occurrences,

Transaction reports shall include: volume,
longest responss time and average
rasponge time, Statistics shall be
provided to TennCare within ten (10)
business days following the end of each
calendar month that any downtime
occurred,

Report Is due within five (5)
business days after full
gystem recovery,

Dally penalty may, in the
State's discretion, be
$1,000 per day.
Calculation of the
damages will begin on
jthe sixth business day.
following full system
recovery.

Payabls Notices

collection letters are sent to pharmacies
that maintaln an accounts-payable
balance to the State greater than ninety
{90) days. These notices shall be sent
within five (5) workdays of becoming
ninety (90) days aold.

TennCare with a monthiy
report of notices that had
been sent, Reports are dus
monthly, ten (10} business
days after end of month of
reporting perlod,

A.2.3 Aged Checks - [The Contractor shall provide TennCare  {Contractor shall provide Penalty may, inthe
Not Cashed Fiscal Services Unit a monthly report TennCare with a monthly  State's discretion, be
detailing all checks remitted to providers |report of remitted checks as {$500 per week that
on behalf of the State that remaln stipulated. Reports are due  |raport is overdue,
outstanding (have not been cashed) monthly, due on the 15" day
greater than ninety (90) days. of the month following the
reporting period.
A.2.3 Aged Account | The Contractor shall ensure that Contractor shall provide If Contractor fails to

send notice, the penalty
may, in the Stale's
discretion, be $100 per
provider notice per
month,




payment only those claims for members
eligible to recelve pharmacy services at
the time the service was rendered,

The Contractor shall Immaediately notlfy
TennCare of any and all claims that have
been erroneously processed, and initlate
appropriate action to correct the errors.

in the event that claims are
Inappropriately denied the Contractor
may be assessed damages denled the
Contractor may be assessed damages

resulting from this sectlon
may be applied {0 as offsets
tto future administrative fees.

PERFORMANCE STANDARD / REQUIREMENT DELIVERABLE DAMAGE
MEASURE
A.2.4 Claim Valldation {The Contractor system shall approve for [Relmbursement or damages|The Contractor shall

reimburse TennCare for
the cost of all claims
paid as a result of
contractor error,

Penalty for claims
inappropriately denied
may, In the State's
discrefion, be $100 per
ocourrence. .

A.2.8 Reversals and
Adjustments

-~

The system shail provide an efficient
means of reversing or adjusting claims
both before and after the'claim has been
transmitted to the TCMIS, Tha result of
the adjustment shall be transferred to
TCMIS for further processing. TennCare
shall make no payments {o the Contractor
for reversed, volded or adjusted claims.

Contractor shall process all
raversals recuested by
TennCara Flscal Services
Unit within thirly (30) days
and provide confirmation to
TenhCare Fiscal Services
tUnit when that such has
occurred.

A damage of $100 may,
in the State’s discretion,
bs assessead per
fransaction that has not
heen revarsed or
adjusted within thirty
{30) days of written
request of TennCare
Fiscal Services Unit,

A.3.2PDL , Step
Therapy and Prlor
Authorization
Changes

The Coniractor shall implement changes
in the POS system for PDL., Step
Therapy, Prlor Authorization requirements
and all supporting systems within forty-
five (45) days of approval from TennCare.
Such changes to the POS system shall
irequire provider notification thirty (30)
days prior to the implerantation.
TennCare shall identify the targetad
provider for each nofiflcation,

Impletment changes and
Issue notification in specified
time frames

Calculation of the
damages may, in the
State's discretlon, begin
on the first day following
the due date and
continue untll required
changes with proper
notice are implemented.
Penaity may, In the
State's discretion, ba
$1,000 per day.

A.3.4 TennCare
Pharmacy Advisory
Committee Support

The Contractor shalt attend, support and
facilitate meetings of the TennCare
Pharmacy Advisory Committee (PAC)
nacassary to maintain the TennCare
PDL..

as

Approved meeting materials
shall be distributed ten (10)
lbusiness days prior fo PAC
meetings. Draff minutes
shall be submitted to
TennCare with two (2} weeks
of PAC meeting.

Calculation of the
damages may, in the
State's discretion, begin
on the first day foflowing
the due date for mesting
material or minutes and
may continus until
delivered. Penalty
may, in the State’s
discretion, be $1,000
per day.




Dispute Data

agency or business of the State's
choosing, any and all appropriate,
accurate, and balanced pharmacy level
clalms data needed to resolve or avold
any Medicald or supplemental drug
rebate disputes.

TennCare within fifteen (15)
days of a request by
TennCare

PERFORMANCE STANDARD /! REQUIREMENT DELIVERABLE DAMAGE
MEASURE
A.3.5 Drug Rebate The Contractor shall provide to the This data shall be provided to|Calculation of the

damages may, in the
State's discretion, begin
on the first day following
the due date and
continue untll recelpt of
the report by TennCare.
Penalty may, in the
State's discretion, be
$1,000 per business
day.

A.3.5 Delinquent
Rebate Payment
Notices

The Contractor shall ensure that written
notification is sent to Drug Manufacturers
concerning forty-five (45) day past-due
undisputed account balances within fifty
(50} days after the original involce date,

The Contractor shall also ensure that
written nofification is sent to Drug
Manufacturers concerning seventy-five
{76) day past-due undisputed account
balances within eighty (80} days after the
original Involce date.

The Contractor shall also ensure that
wiitten nofification is sent to Drug
Manufacturers concerning ninety (90) day
past-due undisputed account balances
within ninety-five (85) das after the
original involce date.

These notices shali remind the labeler
that inferest shall be assessed on all past
dtie accounts as stiputated by their
contract with the State,

Contractor shall provide
TannCara with coples of all
reports sent pursuant to this
saction,

Reports due monthly, ten
{10) business days after end
of month of reporting perlod.

if Contractor falls to
gend notice, the penalty
may, in the State's
discretion, be $100 per
Manufacturer per day
Independent of other
dunning periods.

A.3.5 Rebate
Invoicing

The Contractor shall generate and Issue
quarterly Rebate Involces. Provide the
designated TernCare staff data files that
contain the specific information and in the
spacified format as required by TennCare

The quarterly Medicaid Drug
Rebate involces shail be
generated for afl
pharmaceutical
manufacturas and TennCare
approvai by thirty (30) days
after the end of the quarter,

Fenally may, inthe
State’s discretion, be
$1,000 per invoice per
day Involce overdue.




Resolution

dispute resolution pertaining to
supplemental rebates. The Contractor
shall perform unit resolution based on unit
resolution performed on CMS Rebates,
The Contractor shall perform all ather
dispute resolution activities with
pharmaceutical manufacturers pertaining
to supplemental rebate caiculations and
collections.

dispute the contractor shall
present the State with an
analysis of why the monles
were disputed and remedies.

PERFORMANCE STANDARD / REQUIREMENT CELIVERABLE DAMAGE
MEASURE
A.3.5 Rebate Dispute {The Contractor shall be responsible for  |Within ninety (90) days of  |Penalty may, In the

State's discration, be
$1,000 per day past
ninety (80) day
timeframe of analysis
and proposed remedy.

A.3.5 Delinguent
Reabate Payment

The Contractor shall ensure that all Drug
Manufacturers are charged Interest as

i~allure by Contractor to
start accruing Interest on

Rebate Administration

range for the supplemental rebate
percentage they shail be financially
llable for the full amount of difference
between the actual amount collected.
and the amount that would have been
collected if the lowest figure of the
allowed range had been achleved.

determine the supplemental
rebates collected as a
percentage of drug-spend as
defined in Section A.3.5.2.
This figure shalt be verified
by TennCare.

Interest Accrual stipulated In each Manufacturer's the date stipulated In the
respective Supplemental Drug Rebate individual supplemental
Contract, Interest shall be calculated on rebate agreements may,
only the Manufacturer's undisputed in the State's discretion,
account batance unless written resuit in a penalty of
notification Is provided by TennCare to do $1,000 for avery non-
otherwise. compllant invoice

lssued,
A.3.5 Supplemental  |If the Contractor falls below the allowed {Annually, the Contractor shall{100% of the difference

hetween the supplement
rebats amount that
would have been paid to
the state If the
Contractor had
performad at the iowest
end of the allowad
supplemental rebate
percentage range vs.
the actual supplemental
rebate amount paid to
the state,

A.4.8 Disaster
Preparedness and
Recovery-Business
interruption

The Contractor shall submit the
Contractor's Business Continuity/Disaster
Recovery plan for their Central
Processing Site fo TennCare, If
requested, test results of the plan shall be
made avaifable fo TennCare

Plan due upon
commencement of claims
pracessing and annually on
the anniversary date of the
initlal claims processing

Penaity may, in the
State’s discretion, be
$1000 per week that
report is overdue.

A.4.8 Disaster
Preparedness and
Recovery-Business
Interruption

The Contractor shall comply with thelr
Contractor's Business Continuity/Disaster
Recovery pian.

TennCare shall determine
the final need to move to the
disaster recovery plan based
on the Contractor's
recommaeandation.

Penalty may, in the
State's discretion, be
$10,000 per day
Contractor is non-
compliant with their
Business
Continulty/Disaster
Recovery Plan

10



place for ensuring protections agalhst
actual or potenttal fraud and abuse.

Plan. The Contractor shali
complete all tasks as
described in the Program
Integrity Plan on a quarterly
and annual basls.

PERFORMANGE STANDARD / REQUIREMENT DELIVERABLE DAMAGE
MEASURE
A.4.9 Program The Contractor shall have TennCare- |The Contractor shall have a {$2,500 per occurrence
integrity approved policles and procedures in [detailed Program Integrity  |of non compllance with

the Program Integrity
Plan.

A.4.10 Propriatary and
Contfidentlal
information

Al Information provided to TennCare,
Including but not limited o, provider,
reimbursament and enrollee information
shall be deemed confidentlal.

The Contractor shall
immedtataly notify TennCars
of any and all occurrences
where TennCare's
confidentlal information may
have been breached and
initlate appropriate action to
prevent subsequent
breaches.

$2,600 per occurrence
of breach.

A4.12 Member
Identification Cards

The Contractor shall provide each
TennCare enrollee with a NCPDP

compliant pharmacy benefit
identiflcation (ID} card. The Contractor
shall also provide enrollee with

repiacements cards.

Replacement ahd new cards
shall be preduced and malied
by the Contractor on the 156"
day of each moenth.

Delays in producing ID
cards may, In the State's
discretlon, resultin
$1,000 per day
damages,

A.4.13 Mall
Procedures

The Contractor shall open all returned
mail from any mallings to enrollees or
providers within thirty (30} days of receipt
to determine If the enrollee has moved, if
the Contractor has the wrong address,
and/ot If the enrollee Is communicating
other information to the Contractor or to
TennCare. The Contractor shall track
returned mail and shail report monthly to
TennCare the number of pleces of
returned mail, the reason the mail was
returned and action taken by the
Contractor. Included In this report shall
be a list of all enrollees whose mail was
undeliverable due to an incorrect address
provided by TennCare.

Monthly report, due ten (10)
business days after end of
month of reporting period,
beginning the first full mpnth
after the report format has
been agread to by the
parties.

+

Caloulation of the
damages may, In the
State's discretion, begin
on the first day following
the report due date and
continue untl receipt of
the report by TennCare.
Penalty may, In the
State's discretion, be
$2,500 per week.
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PERFORMANCE
MEASURE

STANDARD / REQUIREMENT

DELIVERABLE

DAMAGE

A.4.16 E-Prascribe

The Contractor shall participate In

TennCare's E-Prescribe initiatives.

Provide accurate data files in
the format agreed to as
necessary to support E-
Prescribe,

Damages for delays or
ercors roay, in the
State's discretion, be
assessed at $1,000 per
day begin on the first
day following the file due
date,

A.5 Drug Utilization
Review Program

The Contractor shali provide on a
quarterly basls
+ Provider and patlent trending
* Meetings and facllitation

¢ Reports and website

Approved mesting materials
shall be distributed ten (10)
days prior fo DUR mestings.
Draft minutes shall be
submitted to TennCare with
four (4) weeks of DUR
meating.

Calculation of the
damages may, in the
State's discretion, begin
on the first day following
the due date for meeting
material or minutes and
continue untif delivered.
Penalfy, In the State’s
discretion, may be
$1,000 per day.

A.B Prior Authorization
Unit Reports

The Prior Authorization Unlt Reports are
covered by Management Reports
provided In section A.10.2

Fallure by the Contractor
to provide the Prior
Autharization Call
Centsr reports listed in a
complete and timely
manner may, in the
State's discretlon, resuit
in the assessment of
llquidated damages by
TennCare of ona
hundred dollars ($100)
per day during the first
month viclations are
ldentified, Liquidated
damages may, In the
State's discretion,
Increase to two hundrad
dollars ($200) per day
for the second
consecutive month
violations are Identified.

A.6.1 Prior
Authorization
Processing time

The contractor shall compiete all requests
for prior approval within twenty four (24)
hours given sufficient information to make
a determination,

Contractor must document
the recelpt and determination
time for every raquest far PA.
This must be provided to
TennCare on a quarterly
basis. Explanation must be
given for falling outside the
twenty four (24) hour
timeframe.

One hundred ($100)
dollars per PA not
procassed within twenty
four (24) hours

12




Call Center Service
Levels

levels within the Prior Authorization Unit
such that 85% of call line inquiry attempts
are answered within 30 seconds and the
total number of abandoned calls shall not
exceed 3%.

PERFORMANCE STANDARD / REQUIREMENT DELIVERABLE DAMAGE
MEASURE
A6.1.m.li and A6.5.h |The Contractor shall maintaln service Failure to meet these

service levels may, in
the State’s discretion,
result In liquidated
damages of $100 per
day for which service
levals are not met.

Reconsideration

reconsideration requests within two (2)
business days,

the timeframe and outcome
of every prior authorization
reconsidsration.

A.6.4 Prior The Contractor shall respond to all [The Contractor shali provide [$200 per occurrence of

Authorization reconsideration requesis within one (1) |quarterly reports indlcating  [failure to respond to

Reconsideration business day. the timeframe and outcome  |reconsideration within
of every prior authorlzation  |one (1) business day
reconsideration.

A.6.4 Prior The Contractor shall supply TSU with all |The Contractor shall provide {$200 per occurrence of

Authorization pertinent information pertaining to |quarterly reports indicating  [fallure to suppiy all

perlinent infarmation
within two {2) business
days

A.8.5 Pharmacy
Network

The Contractor shall ensure that network
pharmacies comply with all provisions of
anroliee notices,

The Contractor's shall utllize
feedback from TennCare,
other state agencles, and
enrolleas, In addition to the

$100 per instance of
fallure of the Contractor
0 ansure phamacies
are compliant with notlce

reply to confirm whether they received the
prescripions processed in the preceding
month and identiffed in the letter, as
described in Confract Sections A.8.6.a-e.

audit process to perform requirements

additional training to

pharmacies regarding notice

obligations,
A.B.6. Verification of (The Contractor shall send a lstter to five Fatlure to generate
Benefits (VOB) hundred (500} randomly selected Verlfication of Benefit
Noftices reciplents each month requesting thelr {VOB) notices as

described in the
Contract, may, In the
State's discretion, resuit

in liquidated damages In
the amount of $100 per
day during the first
month violatlons are
identified. LDs may, In
the Stale's discretion, be
increased {0 $200 per
day for the second
consecutive month
violationg are identified.

13




PERFORMANCE
MEASURE

STANDARD / REQUIREMENT

PELIVERABLE

DAMAGE

A.9.5 Key Staff
Position

The Contractor shall employ competent
staff in all key positions listed in Section
A.9.5,

Reptacement staff shall be In
ptace within sixty {60) days of
vacancies, unless TennCare
grants an exception to the
regulrement

Calculation of the
damages may, In the
State’s discretion, begin
on the sixty-first day
following the vacancy of
the position and may
contihue untit maonthly
untll the position is filed.
The penalty may, in the
State’s discretion, be
$2,500 par month In
addition to the salary of
the poslition being
withheld from the
monthly payment,

A.9.5 Key Staff
Licensure

The Contractor shall provide to TennCare
documentation verifying the state
ficansure of key staff,

The Contractor shall provide
TennCare copies of current
Tennesssee licenses for key
staff

'

Caleulation of the
damages may, in the
State's discretion, begin
on the annually on
September 16 and may
continue until receipt of
the iicensure verification
by TennCare, Penalty
may, In the State's
discretion, be $2,500
per week per smployes,

A.10.1 Management
Reports

The Contractor shall provide TennCare
with Industry standard utifization and
financial management reporting. The
Contractor's management reports shall
provide a summary of drug costs sorted
by therapeutic category, by top ranked
drugs, and by benefit categories, Reports
shall include, but not be limited to:
+ Firanclal summary with change

frend

Utllization statistics

Claim prosessing volume and

statistics

Cost trend reports

:__Fraud detection/ investigation

-|reporting period.

Monthiy and guarterly reports
are due ten (10) business
days after the end of the

Damages may, in the
State's discrefion, be
assessed weekly,
Calcuiation of the
damages will begin on
the first day following the
report due date and may
continue untll receipt of
the report by TennCare.
Penalty may, in the
State’s discretion, be
$2,500 per week, per
raport,
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pharmacists at the point-of-sale, pursuant
fo the policy regarding dispensing of
drugs not listed on the TennCare PDL.,
The reports shall be on a waekly and
monthly basis and list tha top one
hundred (100) pharmacies entering
emergency supplies and the top cne
hundred (100) prescribers assoclated
with those overrides. The reports shall
also include the top one hundred (100)
drugs assoclatad with emergency

supplles as well as summary totals of

business days after the
ending of the weeld/month,

PERFORMANCE STANDARD / REQUIREMENT PELIVERABLE DAMAGE
MEASURE
activity
DUR reports (retrospective and
prospective)
+  PDL reports
+  Prior Authorlzation
+  Call Center metrics
+ Reconsideration volume, disposition
and aging
*  Prescriber profiies
«  Rebate reports
+ MAC savings report
+  Pharmacy Access reports
An eiectronic fite of priced or paid
claims
+ Al other reporis referenced in the
RFP
Pharmacy Desk Audits
A.10.2 Ad Hoo The Contractor shall be able to provide, Fallure by the Contractor
Reports at no extra cost to TennCare ad hoc to produce Ad Hoc
reports that shall assist in managing the reports In an agreed
pharmacy benefit for TennCare members. upon timeframe may, in
Ad hoc reports shall be provided in a the State's discretion,
format described by TennCare and In an result in the assessment
agreed upon fimetable. of liquidated damages
by TennCare of one
hundred dollars {$100)
per day during the first
month viclations are
[d&ntified. Liquidated
damages may, in the
State's discretion,
Incraase to two hundred
dollars {$200) per day
for the second
consecutive month
violations are identified,
A10.2 Emergency The Contractor shall provide TennCare  [Reports shall bs dalivered on |Fallure by the Contractor
Supply Aggregate with repotts summarlzing all emergency |a weekly and monthly basis [to provide emergency
Reports supply overrides performed by dispensing |no longer than five (5) supply Aggregate

Report may, in the
State's discretlon, result
in the assessment of
fiquidated damages by
TennCays of ohe
hundred dollars ($100)
per day during the first
month violations are
Identifled. Liquidated
damages may, in the
State's discrefion,
lincrease to two hundred
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Compliance Report

by presciibers and pharmacists with the
TennCars PDL and report that
information to TennCare monthly,
quarterly, and semiannually, and provide
sugygestions for improving PDL
compliance.

within forty-five (45) days
following the period, but not
earller than thirty (30) days
following the perlod.

PERFORMANCE STANDARD / REQUIREMENT DELIVERABLE DAMAGE
MEASURE
overtides. The emargency supply reports doltars ($200) per day
shall be dellverad to TennCare in for the second
electronic format by a web-based report consecutive week or
library, as agreed to by TennCare. month violations are
identifled.
A10.3 PDL The Contractor shall monitor compliance |Report shall be dellvered Penalty may, in the

State's discretion, be
$2600 per week that
report Is overdue.

A.10.4, Program
integrity Reports

The Contractor shall be required to
provide the following program integrity
reports on a dally basls:

- Ingredient Cost/Prescription
Report, identifying claims with
total cost exceeding $750 at
retall. .

- Qvaertide repont, reflecting daily
clalms paid with override, prior
‘authorization, or other unique
adjudication rules

- Submitted Unlts/Rx for topical
dosage forms where total

. quantity exceeds 480 units/Rx

- Pharmacy Time of Claims
Submission Report, reflecting
claims submitted betwesn 10:00
pm and 6:00 am

The Contractor shall be required to
provide the following program Integrity
reports on a monthly basis:

- Enrollees Using Muitiple

Prescribers Report

- Enrolies Use of Confrolled

Substances Report

- Pharmacy DAW Code

Reports shall be dellvered on
a dally or monthly basls (as
described in previous
column). Dally reports
should be delivered by closs
of business on the following I
business day. Monthly
reports should be delivered
by the 15™ of the month for
the previous month’s data.

Failure by the Contractor
to provide the reguired
Program Integrity
Reports on a daily or
monthly basis may, in
the State's discretion,
result in liquidated
damages of one
hundred dollars ($100)
per day the reporis are
late during the first
month viclations are
Identifled, Liquidated
damaged may, in the
State’s discretion,
Increase to two hundred
($200} per day for the
second consecutive
month violations are
identifled.
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PERFORMANCE
MEASURE

STANDARD / REQUIREMENT

DELIVERABLE

DAMAGE

Submission Report

- Pharmacy Clalm Reversals

- Report

- Generic efficiency report,
reflecting pharmacles processing
2250 clalms per quarter and
having <40% generic utilization

- Pharmacy Submission of
Package Size versus Day Supply
Report, identifying claims with an
invaild correlation betweeh
quantity and day supply

A.11.1.a Enrolles
Nofices

The Contractor shall be required to send
individualized notlces to enrolless, as
specified in the column iImmediately to the
right of this A.11,1.a column, worded ata
six (6th) grade reading level, on a dally
basis except for Sunday

Notices shall he approved by
TennCare and include prior
autheorization denial nofices,

prescription imit notices,
lock-in notices, or other
notlce as directed by
TennCare,

Fallure by the Contracior
to produce notices in
such a manner shall
result in fiquidated
damages of five hundred
dollars {$500)

per occurrence

A.11.1.b Notices to
Children tn State
Custody

Each week, the Contractor recelves a flle
of TennCare reciplents currently in State
Custody from the Department of
Children's Services (DCS). The
Contractor shall be required to produce
coples of any reciplent denial nofices
generated over the previous week, and
forward the notices (either hard copy or
via secure electronic file transmission) to
DCS.

Coples of denlal notices
generated for ¢hildren in
State custody shall be

provided on a weekly basls
to DCS (either hard copy or

via secure electronic file
transmission),

Faillure by the Contractor
to produce notices in
such a manner shall
trasult In liquldated
damages of one
hundred doliars {$100)
per notice,

E.5 Breach, Partlal
Deafault

In the event of a'Breach, the Stale may
declare a Partial Default. In that case,
the State shall provide the Contractor
written notice of. {1) the date that
Contractor shall terminate providing the
service associated with the Breach; and
(2) the date the State shall begin to
provide the service assoclated with the
Breach. Nofwithstanding the foregolng,
the State may revise the time periods
contained in the nofice written to the
Contractor.

In the event the State declares a Partlal

Contract Performance
Standard

The amount of liquldated
damages that may, in
the State's discretion,
bs assessed against the
Contractor shall be at
the discretion of the
State, in accordance
with the specific penalty
provisions contained in
the base Contract, and
not exceed ten percent
(10%) of the maximum
payments previously

made by TennCare to
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PERFORMANCE
MEASURE

STANDARD / REQUIREMENT

DELIVERABLE

DAMAGE

Default, the State may withhold, together
with any other damages assoclated with
the Breach, from the amounts due the
Contractor the greater of: (1) amounts
that 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 [s
provided by the State or a third pariy. To
determine the amount the Contractor is
being paid for any particuiar service, the
Department shall be entitied to recelve
within five {5} business days any
requested material from Contractor, The
State shall make the final and binding
determination of sald amount.

Contractor

E.23.1,
Prevention/Detection
of Provider Fraud and
Abuse

The Contractor shall provide monthly
reports to TennCars that describe
pharmacy provider dispensing patterns
that statistically identify the pharmacy as
an outlier that may be representative of
potential fraudulent, abusive or wasteful
dispensing patterns.  Additionally, the
Contractor  shall  provide  specific
recommendations fo TennCare, via a
plan of correction that will eliminate the
potentiaily fraudulent, abusive or wasteful
dispensing patterns of these specific
pharmacy providers.

The reports shail be due on
the fifteenth (15th) day of the

month for the pravious
month's pharmacy clalims.

Failure by the Contractor
to provide the monthly
reports listed above in a

complete and timely
manner may, in the
State's discretion, result
in the assessment of
liquidated damages by
TennCare of one
hundred dollars ($100)
per day during the first
month violations are
identified. Liquidated
damages will increase to
two hundred dollars
($200) per day for the
sacond consecufive
month viotations are
identified.
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CONTRACT
BETWEEN THE STATE OF TENNESSEE,
DEPARTMENT OF FINANCE AND ADMINISTRATION,
BUREAY OF TENNCARE
AND
SXC HEALTH SOLUTIONS, INC,

This Contract, by and batween the State of Tennessaee, Departmeni of Finance and Adminisiration, Bureau of
TennCare, hersinafter referred to as the “State” or "TennCare” and SXC Health Solutions, Inc., hereinafier referred
to as the “Contractor” or “PBM,” is for the provision of Pharmacy Manaqement and Preferred Drug List Services,

ag further defined in the "SCOPE OF SERVICES.”
The Contractor is a for-profit company.

Contractor Federal Employer Identification or Social Security Number: 75-2578509
Contractor Place of Incorporation or Organization: illinois

A,

Al

SCOPE OF SERVICES:

The Contractor shall provide ail 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 section or
elsewhere in this Contract. Applicable terms and definilions related to this contraet can be located in

Attachment B.

Plan Implementation

At

A2,

Impilementation of the TennCare Pharmacy benefit shall be conducted as series of defined
phases described below. The benefit shall become fully sifective and operabie on October 1,
2008. The Contractor shall be required to complete all the tasks, obligations and responsibilities
listed under each phase by the dates identitied in the project plan, The project plan shall be in
Microsoft Project and include a detailed timeline description of all work to be performed both by
the Confractor and TennCare. The plan shall also include a description of the participants on the
transition taam and their roles and schedules of meetings between the transition team and
TennCare. This plan shall require approval by TennGCare.

Project Initlation and Heguireménts Definition Phase

TennCare shall conduct a project kick-off meeting. All key Contracior project staff shall attend.
TennCare project staff shall provide access and orientation to the TennCare Pharmacy Program
and system documentation. TennCare technical staff shall provide an overview of the Tennessee
TennCare Management Information System (TCMIS) emphasizing pharmacy claims processing
and adjudication, reference files, and payment processes. During this phase the Contractor shall
develop the following documentation:

a. Functional and Informational Requirements (FIR) Document. This document shall include
detailed requirements for both internal and external inlerfaces and alt TennCare Point-of-
Sale (POS) funclionalities required by the RFP and/or contained in the Cantractor's
proposal and/or this Contract.

b Data Dictionary. For each data fieid this shall indicate content, size, values, structure, edlt
criteria and purpose.

c. Data mapping. This shall consist of a cross-reference map ot required TCMIS data and
TennCare POS data elements and data structures, A separate data structure map shall be
required for each transaction and interface. A data conversion plan, that includes both
automated and manual activities, shall be provided for each data structure map. TennCare
shall make any necessarty data formats availabie to the Contractor.



A1.3,

A4,

A.1.5,

d. Addiﬁonally, the Contractor shali recommend design modifications 1o the Tennessee
TCMIS. Performing any maintenance and desigh enhancements to TCMIS shall be the
decision and responsibility of TennCare.

System Analysis/General Design Phase

Alter approval of the documentation by TennCare required in the FProject Init‘iation and
Requirements Definition Phase, the Contractor shall deveiop the nge;ai System Dasign
Document. The General System Design Document shall include the following information:

a. An Operational Impact Anaiysis that detalls the procedures and infrastructure required to
enable TCMIS, the Contractor's system, and the “switeh” systems uséd by pharmacy
providers to work effectively together.

b A Detailed Conversion Pian that specifies plans for conversion of twelve {12) months of
TCMIS and -the previous contractor/processor's claims history, provider, recipient,
preferred drug list, prior authorization, lock-in and reference data. .

c. . A Software Release Plan that sets forth the project's implementation into production. This
document shall explain procedures for coordinating system changes that shall have an
operational or information impact on TennCare POS operations. 1t shall detail how
TennCare POS and/or TCMIS software releases are tested and coordinated. The plan
shall include both initial impiementation of the TennCare POS system and coordination of
software releases between TCMIS and TennCare POS.

Technical Desian Phase

During this phase, detailed specifications shall be developed for conversion and for the interface!s)
between the TCMIS and the Contractor's system. The Contractor shall develop detailed plans that
address back-up and recovery, information security and system testing. The Contractor shall
develop the System Interface Design Qverview Document (this document shait be completed after
the Contractor has conducted a review of all previous design documents. In addition to the System
Intarface Design Qverview, the Contractor shall provide the following system plan documenits:

a.  Unit Test Plan that includes test data, testing process, and expected resuilts;

b. Back-up and Recovery Plan that includes processes for daily backup and recovery of system
information;

¢. Final disaster recovery plan;

d. Information Security Plan that includes how the Contractor shall maintain confidentiality of
TennCare data. This document shall includé a comprehensive Risk Analysis; and

e. Syslem; Integration, and Load and Test Plan,

Development Phase

This phase includes activilies that shall lead to the implementation of the TennCare-POS system.
The Contractor shall develop interface and conversion programs, develop system documentation,
and develop Unit Test Plans. Where marual data entry screens are reqguired, the Contractor shall
develop these screens. Testing shall be performed on all phases and programs shall be
documented. System testing shall require teports to substantiale and document the testing.
These reports shall include number of tasts run, number of requirements tested, number of tests
passed, number of tests failed, and number of tests retested after initial failure. The Contractor
shall perform testing activities that shall inchude the foilowing:

a. TennCare POS system test to validate the appropriate adjudication of a claim which shall
inciude a description of the test procedure, expected resuits, and actual results;



A6,

A1.7.

b. Integration testing shall test external system impacts including provider POS systems,

downsiream TCMIS applications, and all interfaces. It shall include & description of the
test procedura, expected resulls, and actual results; and

c. Load and Siress testing shall include volume and efficiency to ensure thal the system is
able to process the volume of TennCare phanmacy claims. It shall include a description of
the test procedure, expected results, and actual resulits.

Implementation/Qperations Phase

During this phase the Contractor and TernnCare shall assess the operational readiness of all
required system components including TCMIS, the TennCare-POS, and required communications
links with the pharmacy “switch” providers. This shall result in the establishment of the operational
production environment in which all TennCare pharmacy claims shall be accurately and reliably
processed, adjudicated and paid. TennCare shall have final approval for the elements of the -
operational praduction environment. -

a. The Gontractor shall develop and prepare the operations documentation of all procedures
of the Contractor’s perfornance. This shall include, but may not be limited to: automated
operalions, data entry operations, Help Desk operations, prior authorization
operations/nterfaces, check and remittance fulfillment and member notifications.

b. With the approval of TennCare, the Contractor shall develop production and report
distribution schedules,

c. The Contractor shall update the operétions training plan for TennCare approval, The
Contractor shali schedule and conduct training and develop the training materials for
TennCare staff, pharmacy providers, and other identified stakeholders.

d. The Contractor and TennCare shall prepare a final conversion plan and perform final
conversion activities that include procedures for testing the conversion data, The
conversion plan shall include loading one year of claims history from the current POS
system. The plan shall also include migrating current prior authorizations, overrides and
grandfather provisions with their end dates into the Contractors POS system, running
other conversion programs, performing manual functions, performing quality control, -

- reporting on outcomes, and converting files in preparation tor system operation.

Readiness Review

The State may conduct an on-site review to assess the readiness of the Contractor to effectively
administer and provide the services as defined in this Cantract,

A2, TennCare Point-pf-Sale System

A.2.1 .

The Contractor shall provide an online pharmacy POS system that can be modified to meet the
needs of TennCare. The Contractor shall provide system design and modification, development,
implementation and operation for the TennCare-POS system. The Contractor's POS systerm shall
allow it to interdace with the existing pharmacy “switch” networks that connect the pharmacy
providers with the Contractor’s system.

The Contractor shall be responsible for operating the provided system that automates the entire
pharmacy claims processing system for the complete pharmacy benefit for all TennCare enrollees.
Al payments for pharmacy claims shall be made through the Contractors system and
elactronically invoiced to TennCare weekly as a pass through cost.



A2.2,

The source of the claims shall be enrofled network pharmacy providers such as retail pharmacies,

. firms supplying Tennessee’s nursing homes, some hospitals, mail order pharmacies, and some

out-of-network pharmacies. The majority of claims shall be submitted through point-of-sale
telecommunications devices. However, the Contractor shall also process claims on batch
electronic media for fong term care pharmacy providers, the Tennessee Depariment of Heaith's
TennCare pharmacy claims and non-traditional pharmacy providers.

Prospective Drug Utilization Review (Pro-DUR) functions provided by the Contractor through the
TennCare-POS system shall alert pharmacists when several defined conditions are present.
These conditions shall include recognizing that a prescribed drug could cause an adverse reaction
when taken in combination with other drugs prescribed for the same recipient. it shall also in¢lude
situations when a drug may be contraindicated due to the presumed physical condition of the
patient based on their drug history. The Contractor shall recommend to TennCare new Pro-DUR
edits that improve quality and reduce pharmacy program costs.

Claim Adiudication Services - General Redquirements

A.2.2.1 This section defines claim adjudication requirements for all TennCare pharmacy claims
regardiess of source and including electronic batch and POS claims. The timing of the
adjudication shall differentiate POS claims from claims submitted in batch, Howsver, all
claims shall be adjudicated through a common set of processing modules, Al claims
adiudicated as payable shall be for eligible members 1o enrolled or appropriate providers
for approved services and in accordance with the payment rules and other policies of
TennCare. All adjudicated claims shall be captured {0 an encounter file and transferred
weekly 10 the TennCare TOMIS by the Contractor. The NCPDP 1.1 formats shall be used
for the encounter fila. The encounter file shall include all relevant data elements used to
process each claim. At the direction of TennCare, the Contractor shall make changes to
data elements included on the encounter file with no additional cost to TennCare.

The Contractor shall distribute and mait TennCare outputs (hard copy and electronic) as
directed by TennCare including but not limited o provider checks and remittance advices,
returned claims, notices, provider bulletins, provider manuals and special mailings. Every
Friday, with the exception of Holiday weeks, the Contractor shall mail checks and
Remittance Advices for claims submilted through its POS online pharmacy claims
processing system for that work week, In the case of holiday weaks, the Contractor shall
notify pharmacy providers #f a schedule change is to ocour at least two (2) weeks in
advance and issue checks and remittance advices within two (2) business days of the
routine date.

The Contractor shali use first class rate for all TennCare maiings, unless otherwise
directed by TennCare. Postage costs incurred by the Contractor shall be treated as pass-
through costs. Such costs shall be billed on a monthly basis to the TennCare Bureau in
addition to regular invoices and shall include substantiating documentation. Each batch
shall have its own reconciliation and money remits. No overhead, administrative or other
fee shall be added to such pass-through costs. Printing and supply costs for check and
remittance mailings are to be inciuded in the base rate of this contract. The Contractor
shall be responsible for syslem messages and notice of claims heing adjudicated payable,
denied or rejected. Claims denied or rejected shafl return situation specific messages to
assist pharmacies with resubmissions,

a. Cash flow - For chacks to be issued on Friday, the Contractor shall deliver the
following two files to the State, in an electronic media suitable to the State, by
10:00 a.m. Central Standard Time, Thursday of each week: :

i, All ransactions (i.e., claims, financial adjustment, etc.) that comprise the
payments to be issued for Friday of that week. In cases of holidays the
Contractor shall the Contractor shall notify pharmacy providers if a
schedule change is to occur at least two (2) weeks in advance and issue



- checks and remittance advices within two (2) business days of the routine
date.

fi, All payments (check register) to be made on Friday of that week.
TennCare shall be notified no later than one (1} business day of any
systems or operaticnal issues that may impact disbursements by the
prescribed time lines,

The file described in Section A.2.2.1.a. above, shall contain all
transactions that make up the payments in the file described in Section
A.2.2.1.a.li. above.

TennCare reseives the right to review the files prior to issuing payment and to hold
or adjust any payment that is not satisfactory to the State. The Contractor is
required to offer automatic deposit o its providers. If the Conitractor submits a
claims payment request and the State overpays the claim, the State reserves the
right to withhold the overpaid monies. The Contractor shall be responsible for
providing remittance advices to providers unless the provider elects not to receive
hardcopy Remittance: Advices (RAs). Remittance Advices shall be included in
payments by the Contractor lo providers. The Contractor shall be required to be
compliant with the HIPAA 835 remittance format. The Contractor shall be
responsible for ensuring that any payments funded by TernCare are accurate and
in compliance with the terms of this Contract, agreements between the State or
Contractor and providers, and state and federal laws and regulations,

The Contractor shail have in place a POS claims processing system capable of
accepling and processing claims submitted electronically. To the extent that the
Contractor compensates providers on a fee for service or other basfs requiring the
submission of claims as a condition to payment, the Contractor shall electronically
process the provider's claims for covered benefits pravided to members consistent
with applicable TennCare policies and procedures and the terms of this Contract.
The Contractor shall mail checks and Remittance Advices 10 pharmagy providers
weekly on Fridays for all claims submitted through the POS online pharmacy
claims processing system and for all batch claims. In the case on holiday weeks,
the Contractor shall notify pharmacy providers if a schedule change is to occur at
lsast wo (2} weeks in advance and issue checks and Remittance Advices within
two (2) days of the routine date.

Tne Contractor shall pay within ien {10) calendar days of receipt one hundred
percent (100%) of all clean claims submitted by hetwork and non-network
pharmacy providers through POS and batch electronic claims submission. The
term “pay" means that the Contractor shall either send the provider ¢ash or cash
equivaient in full satisfaction of the clean claim, or give the provider a credit
against any outslanding halance owed by that provider to the Contractor. The
Contractor shalf pay the claim or advise the provider that a submitted claim is: (1)
a “denled claim” (specifying all reasons for denial); or, (2) a claim that cannot be
denied or allowed due to insufficiont information and/or documentation (specifying
in delail all 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 elaim only for the purpose of establishing a timeframe for claims:
processing. The Contractor shall develop, maintain and distribute 1o pharmacy
providers & pharmacy procedure and billing manual. Manuals shall be posted on
the Contractor's dedicated TennCare website and distributad io pharmacies with
acknowledgement of network parlicipation. The manuals shall provide instructions
to providers regarding the process by which the provider receives payment, in
order to diminish the potential for incorrect billing and the need for adjustments or
recoupments. The content of the manuals shaill be approved by TennCare belfore
distributlon,



d.. The Contractor shail be responsible for processing all TennCare pharmacy claims
through a POS system using the specified, current. NCPDP format.  Pharmacy -
claims shall be priced and adjudicaled in an online, real time POS system that
results in a claim pay status of pay, deny or reject. The system must aliow a
pharmacy 1o initiate a reversal (void) of a submitted claim. The
telecommunications system supporting the POS function shall be available for
claims subimissions by pharmacies twenty-four (24) hours-a-day, seven (7) days~
a-week (except for reqularly scheduled and separately approved downitimes). The
Contractor shall not charge pharmacies a POS transaction fee. TennCare
providers are rtesponsible for purchasing POS hardware, soflware and all
telecommunications linkages. The POS function shall be required of all pharmacy
providers. The Tennessee Department of Health may submit batch claims as
described herein,

e. TennCare covers medically necessary OTC diugs for children (under twenty-one
(21} years old) and prenatal vitamins for pregnant women. QOTC drugs for children
shall only be covered to the exient that they are prescribed by a health care
provider legally qualified to write prescriptions,. The contractor shall have
appropriate processes in place to assure that OTC drugs are only reimbursed as
described ahove, or other manner as described by TennCare.

A.2.3. Claims Receipt and Management

a.

The Contractor shall receive batch electronic and point of sale (POS) claims. The
Gontractor shall apply a unique identification number 1o each claim and any supporting
documentation regardiess of submission format. The identification number shall be used
1o recognize the claim for research or audit purposes. Control totals shall be utilized to
ensure that all claims have been processed to complelion, Appropriate safeguards shall
be in place to protect the confidentiality of TennCare and enroliee information.

At the point of sale, the Contractor shall identify and deny claims that contain invalid
provider numbers. This shall include cases where the number is missing, the check digit
fails, or the provider number does not identify an entity to receive a Remittance Advice.
Claims that contain these errors shall be returned to the originating provider. Pharmacy
Providers shall submit claims and be identitied by their individual and specific NP
(Nationai Providef Identification numbers). Prescribers shall be identified on all pharmacy
claims by their specific NPl (National Provider Identification or Drug Enforcement Agency
(DEA) numbars, or any other identifying number as required by TennCare, CMS or HIPAA
{NPD. ‘

The Contracter shall identify and deny claims (unless specifically instructed ditferently by
TernCare) that contain National Drug Code (NDC) numbers for which drug rebates under
the Omnibus Budget Reconciliation Act-(OBRA) of 1990 and subsequent amendments of
OBRA in 1993, are not available, including non-covered drug codes, DESY, LTE and IRS
drug codes and any terminated or obsolete drug codes. Such claims shall reject with
situation specific messaging and errer codes.

Unless a claim resolution is being managed by TennCare staff in accordance with
TennCare guidelines or held by the Contractor under TennCare writien directive, the
Contractor shall be held to the following timeline requirements:

i POS Claims - The Contractor shall process ninety-nine and a half percent
{99.5%) of POS claims on a daily basis within ten (10) seconds. This is the time
from when the claim is received by the Contractor's processor to the time the
resulls are transmilled from the Contractor's processor and shall include all
procedures required to complete claim adjudication. The Gontractor shali notify
TennCare within one hour (1) of sub-standard system performance. Failure to
meet this performance standard may result in liquidated damages set forth in
Attachment A,



A24.

i, Batch Electronic Media (EMC) Claims - The Conlractor shall receive
claims in electronic format, separate tape from diskette, convert diskette to tape,
schedule tapes for immediate processing and return media 1o submitting providers
within seventy-two (72) howrs. The Contractor shall assign identification control
numbers to all batch claims within twenty-four (24) hours of receipt. The
Contraclor shall maintain electronic backup of batch claims for the duration of this
Contract. At the end of the Contract, the Conlractor shall foliow the guidelines set
forth in the Business Associate’s Agreement with TennCare regarding data tapes.
See Attachment D for a template BAA. if TennCare requestis copies of baich
electronic claims, these shall be provided within twenty-four (24) hours of request.
Electronic batch claims shall be submitted through a sequentlal terminal, or similar
method that shall allow batch and POS claims to be adjudicated through the same
processing logic,

Contractor shall report to TennCare immediately (within one hour) upon knowledge of
unscheduled or unapproved downlime. A system down shall be defined as an interruption
involving more than 10% of production for a period greater than 15 minules. The
Contractor shal! also provide TennCare updates al regular intervals during a sustained
downtime. TennCare shall be presented with recovery options as appropriate. Upon full
systom recovery, the Contractor shall provide TennCare with a System Downtime Analysis
describing rool cause issues and actions to mitigate future downtime occurrences. Failure
to meet this perfarmance standard may result in liquidaied damages set forth in
Attachment A, '

The Contractor shall ensure that collection letters are sent to contracting pharmacies that
raintain an accolints-payable balance to the State greater than ninety (90) days. These
notices shall be sent within five (8) workdays of becoming ninety (90) days old. Failure to
send the notices as scheduled may result in liquidated damages set forth In Attachment A,
Postage costs incurted by the Coniractor shall be treated as pass-through' costs. In
addition to regutar invoices, these costs shali be billed on a monthly basis to the State and
shall Include any necessary substantiating documentation. Printing and supply costs for
collection mailings shall be included in the base rate of this Contract,

The Contracior shall provide Ten-nCare Fiscal Services Unit a report detailing all checks

remitted to contracted pharmacies on behalf of the State that remain outstanding (that
have not been cashed) more than ninely (90) days. Failure to report to TennCare as
schaduled may result in liguidated damages set forth in Altachment A

Help Desk for System Support_- The Contracior shall maintain ioll-free telephone access
to'support system operations. This Help Desk shall be available twenty-four (24} hours a
day, seven days a week to respond to questions and problems from providers regarding
system operations and claims inquiries. The Contractor shali supply all the required
information systems, telocommunications, and personnel to perform these operations. In
no event should the Contractor use off shore sites for any area of performance of this
contract.

Dala Validation Edits and Audits

‘The system shall screen all claims and apply ali TennCare-approved and required data validation
procedures and edits. Consistency controls shall be in place to ensure that dates, types, and
number of services are reasonable and comply with TennCare policy and/or tules. These control
measures may be changed by TehnCare at no ¢ost,

The Contractor shall immediately notify TennCare of any and all claims that have been erronaously
processed, and initiate appropriate action to correct the errors (e.g., adjustments, recoveries, etc.).
Incorrect claims include, bul are not limited 1o: claims paid for ineligible members; claims paid to a
terminated provider; claims paid for duplicate services; claims paid for a non-covared service; and
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claims paid al an incorrect rate or claims that denied or rejected inappropriately. The Contractor
shall follow-up such notification 1o TennCare by lelter for any system ertars that resulted in
provider overpayment or other incorrect payment. The Contractor shall reimburse TennCare for
the cost of ali claims pald as a result of contractor error. In the event that claims are inappropriately
denied the Contractor may be assessed damages as specified in Attachment A . Reimbursement
o damages resulting from this section may be apolied as offsets o fulure administrative fees.

Using an industry-accepted standard, the Contractor shall define the categories of data elements
such as brand/generic classification, therapeutic categories, and OTC classification. The
contractor's system shall also then enable TennCare to override these values using its own
policles/procedures. '

The Contractor's system shall be capable of adding, changing, or removing claim adjudication
processing rules at no cost to accommadate TennCare-required changes to the pharmacy
program. Al installation, the system shall be able to periorm the following validation edits and
audits, which TennCare shall have the ability to and shall have the right to averride at its discretion.

TennCare reserves the right to override any system edit whenever it deems appropriate and
necessary. :

a, Prior authorization - The system shall determine whether a prescribed drug requires prior
authorization, and If so, whether approval was granted prior to dispensing the prescribed
drug and reimbursement 1o the provider.

b. Valid Dates of Service - The system shall ensure that dales of services are valid dates, are
no older than ninety (90) days from the date of the prescription (unless approved by
TennCara) and are not in the future, ‘

c. Ruplicatle Claims - The system shall automatically inform the provider that the current
claim is an exact or possible duplicate and deny that claim as appropriate,

4. ‘Prescription. Validity - The system shall ensure that the time peri'od for a prescription has
not expired and that the number of valid refills has not been exceeded.

e. Covered Diugs — Unless otherwise directed by TennCare, the system shall verify that a
drug code - (NDC) is valid and the drug is eligible for payment under the TennCare
pharmacy program and eligible for Medicaid drug rebates and any supplemental rebates,

f. Compounded Drugs - The systemn shall capture, edit, and adjudicate pharmacy claims as
- hecessary to support TennCare compounded drug prescription coding policy andfor rules.

g. Provider Validation - The system shall approve payment only for claims received from
providers who are eligible to provide pharmacy services, and for TennCare and non-
TennCare providers who are authorized {(as required by TennCare) to prescribe
pharmaceuticals.

h. Recipient Validation — A valid claim is a claim for service for those members eligible to
receive pharmacy services at the time the services were rendered. The system shall
approve only these valid claims. TennCare shall transmit eligibility/enrollment information
to the Contractor by the standard HIPAA 834 transaction as defined by the TennCare
Companion Guide. TennCare shall be responsible for assuring that the eligibility file
provided is accurate and compigte, The Contractor shall use this information to
immediately (within one (1) business day) identify individuals whose enrollment stalus has
changed, update the eligibility information in the Contractors data system, and lake
appropriate action as outlined below. The NCPDP 1.1 formats shall be used for encounter
reporting sent to TennCare. If the Contractor has been billed for any claims for a recipient
who was deceased at the time the service was aflogedly provided or who is no longer
eligible for TennCare, then the Contractor shall be required to recoup monies paid to any
provider and to repay any monies collected by the Contractor for the claims that were paid
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post date of death or post eligibility for enrollment. On a monthly basis, the Contractor
shail reporl the amount recouped by the Contractor and the amount to be repaid to
TennCare. in addition, the Contractor shall reimburse TennCare monthly for monies owed
to TennCare as a result of billing for recipients not eligible to receive serviges. Failure to
report monthly and/or reimburse TennCare monthly may result in liquidated damages set
forth in Attachment A,

Quantity of Service - The system shall validate claims to ensure that the quantity of
services is consistent with TennCare policy and/or rules (i.e., verily thal drug specific
minimum and maximum quantity limitations, as well as days supply and number of
prescriptions per month fimitations, if imposed, are followed as described by TennCare).

Rejected Claims - The sysiem shall determine whether a claim is acceptable for
adjudication and reject claims that are not.

Third Parly Liability/Coordinalion of Benefits ~ When direcled by TennCare, the POS
system shall validate claims to determine whether there is a liable third party. The system
shall be able to process claims where there may be more than one liable third party. The
system shall be able to override this edit, even at the POS level, if appropriate, under
TennCare tules and policy. The system shall also support any efforts by the State of
Tennessee, TennCare or another contractor to collact third party liability or petform cost-
avoidance, at the point-of-saie, relatéd to coordination of benefits. Pharmacy providers
shall be educated by the Cantractor regarding proper billing practices and carrier codes
associated with NCPDP version 5.1. The Contractor and the Contractor's POS system
shall strictly adhere to state and federal laws and regulations and TennCare policy and/or
rules regarding coordination of benefits and third party liability. TennCare shall be the
payer of last resort.

Lock-in - The system shall have the capability to impose pharmacy and prescriber benefit
restrictions thal apply to a given recipient. This includes, but Is not limited to, lock-in
conditions.

Managed Care QOrganizations - The system shall reject claims that should rightly be |
processed and paid by a member's MCO for any and all medical benefits (when that MCO
is responsible for those claims).

Early Refilis - The systems shall be able to recognize when an enroliee attempts 1o refill a
prescription (be it the original prescription or a new prescription for the same drug) and
require that eighty-five percent (85%) of the original days supply has passed since the
original filling. Overrides at the pharmacy leve! shall be permiited by the Contractor's Help
Desk, but monthly reports shall identify the enrollee and the pharmacy provider where
such overrides occurred. '

Tiered Co-pay Edit - A tiered co-pay structure shall be coded inio the POS system.
Initially, only two tlers may be established. At a later date, a more complex structure may
be required by TennCare without any additional cost to TennCare.

Gross Amount Due (GAD) Edit — Reimbursement logic shall compare the sum the
Ingredient cost and dispensing fes to the submitted GAD amount and pay the less amount.

Maximum_Dollar Amoum Edit - All pharmacy claims over a specilied dollar amount per
claim shall reject at the point of service and the pharmacy provider shall be required to call
the Contractor Call Center regarding rejected claims. This includes a two hundred and fifty
dollar ($250) limit on compounded claims, a ten thousand dollar ($10,000) limit on non-
compounded, non-exception claims, a two thousand, five hundred dollar ($2,500) limit on
Total Parental Nulrition (TPN) products and a fifty thousand doflar ($50,000) limit on
_eXception claims (blood factors and other identified products). The Contractor's system

shall be capable of adding, changing, or removing maximum dollar edit rules to at no cost
as requested by TennCare,
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A2.5.

r. Prescriber Number Edit - The POS claims processing system shall be configured 1o
require that all claims shall be submitted with the prescriber's DEA number. The validity of
DEA numbers shall be determined by the most current data avaifable from the National
Technical Information Service.  The validity of DEA numbers shall be determined by the
most curreni data available from the National Technical Information Service. TennCare
may raquest thal processing for non-controlied drugs require a valid National Provider
[dentlfier. In this case, the Contractor shall change POS processes to the new identifier at
no cost 1o the State.

5, QTC Diug Coverage - Most Over-the-Counter {OTC) drugs for adults are excluded from
TennCare coverage, with the exception of prenatal vitamins for pregnant women. QTC
drugs for children and prenatal vilamins for pregnant women shall only be a covered
benefit to the extent that they are prescribed by a heallh care provider lagally qualified to
write prescriptions.

t. Unit of Measure Edit - The Unit of Measure (UOM) edit shall perform two main functions:

i. Check incoming claim units {i.e., gram, milliliter, etc) versus the units listed in
Reporting System for that particular NDC; and

i, Verily that the unit amounts transmitted is consistent with the unit amounts in
Reporting System. The submitted quantity shall be a multiple of the unit size
shawn in Reporling System (i.e., claim shall be rejected if unit amount transmitted
has been rounded). For example, the units transmilted is fourteen (14), but the
unit amount is thirteen point seven (13.7) in the Reporting System.

u. . Prescriber Last Name Edit -The claims processing system shall be set to ensure that the
submitting prescriber's last name correclly matches the last name associated with the
submitted DEA number that is present on the National DEA file (NTIS) used by the
Contractor,

Throughout the term of this Contract, the Contractor shall be responsible for making
racommendations to TennCare regarding the need for the edits, associated criterla and call center
protocol development. The Contractor and TennCare staff shall agree upon criteria to produce a
retrospective report containing findings and recommendations for prevention of such practices.

Prospective Drug Utilization Review (Pro-DUR)

The Contractor shall furnish a fully automated Prospective Drug Utiization Review (Pro-DUR)
system that meets all applicable state and federal requirements Including those identified in the
OBRA 1990 and OBRA 1993. The Pro-DUR function shall meet minimum federal Drug Utilization
Review (DUR}) regulations as well as the additional specifications in this section and be flexible
enough to accommodate any future edit changes required by TennCare. The Contractor shall
prepare all CMS-required annual DUR reports.

The Contractor's system shall provide Pro-DUR services that apply TennCare-approved edits to afl
claims. The edits shall determine problems with a prescription and shall validate medical
appropriateness of the prescribed drug by comparing the circumstances surrounding the request
with established pharmacy-related therapeutic criteria,

The Contractor's POS system shall be capabio of applying results of Pro-DUR processing in the
claim adjudication process. Claims that reject as a result of Pro-DUR processing shall include
situation specific messaging and error codes that enable the pharmacy provider to !ake
appropriate actions. The Contractor may use an existing DUR package but shall be prepared to
make any modifications required by TennCare. The Contractor shall work with TennCare in setting
the disposition of Pro-DUR edits that may vary by type of submission {e.g., POS versus batch).
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The Contractor's system shall include the following minimum prospactive drug utilization review
{Pro-DUR) features at installation:

a.

Potential Drug Problems Identification - The Contractor's system shall accept and use only
TennCare-approved criteria and shall perform automated Pro-DUR functions that inciude,
but are not limited to:

i, Automatically identily and report problems that involve potential drug over-
utilization; -

if. Autcmatically identify and report problems that involve therapeutic duplication of
drugs when the submitted claim is associated with other drugs or historical claims
identified for a given enrollee; - . :

il Automatically identify and repoit problems that involve drug use contraindicated by
age, gender and presumed diagnosis codes on historical claims for a given

enrollze;

fv. Automatically identify and report problems that Involve drug use contraindicated by
other drugs on current or historical claims for a given enrolles {drug-to-drug
interactions);

v, Automatically indicate and report the level of severity of drug/drug interabtions;

i, Automatically identify and report potentially incorrect drug dosages or limit the
quantity per preseription to ensure the most cost-effective strength is dispensed.

vit. Automatically idenlifies and report potentially incorrect drug treatments;

vii, Autorhatically Indicate and report potential drug abuse and/or misuse based on a

given members prior use of the same or related drugs; and

iX. Automatically identifies early refifi conditions and provide, at the drug code level,
the ability to deny these claims;

POS_Provider Cancel or Querride Response to Pro-DUR Messages ~ Prior to the final
submission of POS pharmacy claims, the Contractor’s system shall automatically generate
Pro-DUR messages in a manner that shall enable a pharmacy provider to cancel

submission of the claim or to submit it if it is a message that can be overridden.

POS Provider Comment on Pro-DUR Messages - The Contractor's system shall allow
providers to enter responses through NCPDP Professional Pharmacy Services (PPS)
intervention codes in response to Pro-DUR messages. The syslem shall capture and
store all NCPDP standard DUR conflict, intervention, and oulcome messages for repotting
to TennCare. The Contractor shall make changes PPS intervention configuration as
directed by TennCare at no cost {o the State,

Flexibie Parameters for Generation of Pro-DUR Messages - The Contractor's system
shall have the ability 1o transmit new or revised Pro-DUR messages and to define the Pro-
DUR criteria- that activate these messages. The system shall maintain a TennCare-
controlled set of parameters o the situations Involving generation of online Pro-DUR
messages. The system shall provide and permit the use of ali general system parameters
regarding data access, support, and maintenance. Variables subject to TennCare
definition and control include, but are not limited to: NDC code (including multiple NDC
codes subject to potential drugfdrug interaction); date ot service; drug strength; drug
quantity; daily supply; and Generic Drug Code or GON.
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Pro-DUR Enroliee Profile Records - The Contractor's system shall provide and maintain
enrollee profiles for Pro-DUR processing ot submitted claims. Recipient profiles shall be
based on inferrad and actual diagnoses from pharmacy claims and other data available.

Disease/Drug Therapy Issues Screening - The Pro-DUR system shall have the capability
to sereen for drug therapy concerns by specific drugs relative to high-risk disease, to
include but not limited to: cardiovascular disease; cerebrovascular disease; central
nervous system disease; renal disease; endocrine disease; gastrointestinal disease;
psychiatric disease; and respiratory disease.

Patient Gounseling Support - The Contractor’s system shall presert Pro-DUR resuits to
pharmacy providers in a format that supports their ability to advise and counsel members
approprialely. The system shall be able 1o print out these instructions for the member.

A.2.6, Prescription Limits

a.

The Contractor shall restrict the maximum number of claims per month that cettain,
specified reciplents can receive under the TennCare benefit package. A “soff" limit
restricts dispensing to the specified limit with the exception of drugs included on one of
two lists developed by TennCare. As of the beginning dale of this Contract, the
prescription limit applies to most adults, is caiculated on a monthly basis and is set at five
(5) prescriptions per month of which no more than two (2) may be brands.

Prescription Limit Overrides - The Contractor shali support two (2) mechanisms for
allowing enrollees {o get prescriptions beyond the limit. The first, known as the auto-
exemption (ist, shall be developed by TennCare with the assistance of the Contractor and
shall include praducts that shall never count against the prescription limit. The second,
known as the presctiber attestation fist, shall normally count against the prescription limit
uniess the prescriber calis the Contractars Prior Authorization Call Center and obtains the
necessary approval. The Contractor shall be responsible for developing the process to
support both long and shott ferm override capabilities,

‘The Contractor shall support any changes to the prescription: limit process including, but
not limited to: changes in the five (5) prescription/two (2) brand limit; changes in the auto-
exemption oy prescriber attestation lists; and changes to definitions of what constilules a
brand versus a generic at no additional cost to TennCare.

The Emergency Supply Qverride -The Contractor shall assure that the TennCare-POS
systems allows pharmacists lo execute an emergency override that shall procass an
emergency seventy-two (72) howr supply of drugs in normally covered therapeutic
categories that are not listed on the TennCare Preferred Drug List (PDL) or would
otherwise require prior authorization. The Contractor's TennCare-POS system shall post a
message for the dispensing pharmacist o contact the prescriber and suggest aiternative
therapies listed on the TennCare PDL. Drugs eligible for the emergency override shall be
in a therapeutic class normally covered by TennCare. The Contractor's system shall aliow
for differentiation af drug categories that can be overridden by the pharmacist in the POS
system and drug categories that the pharmacy shall call the technical call center for an
override. The'Contractor shall instruct pharmacy providers how to perform the emergency
override in the National Council of Prescription Drug Programs (NCPDP) environment of
the TennCare-POS pharmacy claims processing system.

Emergency Supply Copays ~ The enrollee shall not be charged a copay for the emergency
supply The emergency supply shall count against the prescription limit. However, if later
in the same month the provider obtains a Prior Autharization (PA) or changes to a drug not
requiring a PA the remainder of the prescription and for the substitute presctiption shall
not count toward the limit.

Number of emergency supply - Only one (1) seventy-twa (72) hour supply shall be
provided per patient, per prescription. Prescription refers to the entire course of therapy
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ordered by single prescription (i.e., first fill and subsequent refills included with the order
for the first fill). In addition, only one (1) seventy-two (72) hour supply shall be provided per
patient, per Generic Sequence Nurmber (GSN), or industry equivalent, per month,

A27 Pharmacy Claim Processing and Payments

The system shall process claims in accordance with existing TennCare policy and rules and
Tennesses regulations for dispensing fees.

a.

All payments for pharmacy claims shall be made through the Contractor's system and
electronically invoiced to TennCare weekly. A pharmacy claim is a request for payment for
a specific drug, typically at the NDC code level. An adjudicated pharmacy claim is one that
has been processed to either a Payable or Denied status. An adjudicated claim also
includes a claim that has been previously rejected and resubmitted by the provider and is
later deemed either Payabie or Denied. :

Claims pricing is driven. by the pricing methodologies described by TennCare rules and
policies. Currently Average Wholesale Price of minus thirteen percent (13%) is the
payment for brand name and non MAC medications. The system shall compare the
calcutated allowed (i.e., quantity multiplied by price pius the dispensing fee) to the billing
charge and authorize payment based on the current TennCare pricing methodology, Most
generic drugs and multi-source products shall be assigned Maximum Allowable Cost
(MAC) prices by the Contractor, federal government or TennCare. The Contractor's
system shall allow for such MAC price changes, as well as any other price adjustments
made online in real time by the TennCare Pharmacy Direclor or hisfher appropriate staff
on the day requested. NCPDP overrides at the POS level shall be available to the
dispensing pharmacist in the event a DAW (dispense as written) override is'necessary and
allowed or required by TennCare policy.

TennCare’s claim pricing for generics and multi-source brands is based on the MAC
pricing provided by the Contractor. The Contractor shall change cerlain MACs at the
direction of TennCare. In such an event, TennCare shall be responsible for ongoing MAC
pricing maintenance and provider appeals refated o those changes.

Manual Pricing. The Contractor shall provide the services of licensed Pharmacists for
caleulating the reimbursement pricing using guidelines provided by TennCare, for certain
prior authorized drugs (i.e., compounded prescriplions). The price established for the
specific prescription shall be used to adjudicate claims for the patient, and not the price set
in the system.

The system shall recognize all applicable copays or coinsurance and deduct thal amount
from the payment made to the pharmacy provider. The Contractor shail be required to
report copay, coinsurance and deductible information to TennCare as required by
TennCare and the TennCare manager of the TCMIS,

For the pufposes of this Contract, an adjudicated claim shall not include a paint-of-sale
transaction that was canceled by the sender or a claim that was rejected before it couid be
fully adjudicated. ’

The Contractor shall be responsible for the preparation of any applicable tax information
for service provider payments and the federal government (i.e., Form 1099).

The Contractor shall be able to support any/all changes to discount rates and slandard
pharmaceutical pricing methodologies (i.e., AWP, AMP, WAC, FUL) and incorparate them
into pharmacy claim pricing policies at the sole discretion of TennCare with no additional
cost. .
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A3.

A.2.8. Reversals and Adjustments,

The system shall provide an efficient means of reversing or adjusting claims hefore and after the
claim has been transmitted (o the TCMIS. The resuit of the adjustment shall be transferred to
TCMIS for further processing. TennCare shall not pay the Contractor for reversed, voided or
adjusted claims. Contractor shall process all reversals requested by TennCare's fiscal unit within
thirty {30) days and provide confirmation to TennCare’s fiscal unit that such has occurred, Failure
to reverse or adjust claims within thirty (30) days may result in liquidated damages as set forth in
Altachment A,

TennCare Preferred Drug List (PDL)

The Contractor shalt manage the PDL program in an ongoing manner, which assures that new drugs and
clinical information are addressed appropriately. PDL changes will be reviewed by the TennCare Pharmacy
Advisory Committee and coordinated with the Contractor's supplemental rebate offers,  The Gontractor
shall assure that the PDL decision-making process is evidence-based, assures enrolles access to clinically
superior drugs, and takes into account the relative cost of therapeutically equivalent drugs. The Contractor
shall identify for TennCare therapeutic alternatives and opportunities for savings, including opportunities to
promote competition to drive rebate bidding. The Contractor shall also make recommendations
concerning therapeutic calegories that should be avoided with regard to inclusion on the TennCare PDL...

A3.1. Preferred Drug List (PDL)

a. The Contractor shall design, develop, implement, administer and maintain a PDL program
jor TennCare. On the date the Contractor assumes full responsibility tor the pharmacy
benefils program, the Contractor shall assume responsibilly for -administering and
maintaining the existing PDL, including the existing prior authorization criteria. | Most
preferred drugs may be prescribed and dispensed with no prior authorization.  Non-
preferred drugs may be prescribed, but require prior authorization from the Contractor prior
to being dispensed by the pharmacist and reimbursed. As the PDL. is re-evaluated and/or
expanded, the Contractor shall develop proposed prior authotization criteria for non-
preferred drugs and certain preferred drugs and present those criteria to the TennCare
Pharmacy Advisory Committee for review and input and to TennCare for final approval.

The Contractor shall design, develop, implement, administer and maintain a listing of
quantity limits for certain preferred and non-preferred drugs. This list shall be based on
therapeutic best practices or opportunities to reduce the cost of the most appropriate
dosage form. This list is distinct from the maximum tolerated to dose.  Drugs and
quantities on the quantity limits listing shall be included in the PDL documents and coded
into the TennCare POS system.

b. The TennCare PDL shall be designed to maximize the prescribing and dispensing of safe
and clinically effective drugs within each therapeutic class that are the most cost-effective.
Conversely, the TennCare PDL shall ensure that mors costly drugs, which do not have any:
significant clinical or therapeutic advantage over others in their class, are used only when
medically nacessary.

¢. The Contractor's PDL design shall include a stringent clinical review of clinical guidelines
and medical iiterature to identify which agents and classes of drugs shall be subject to the
PDL program. Within the classes of drugs determined 1o be subject to the PDL, the
Contractor shall determine which drugs within each class are safe, clinicaily effective, and
provide equivalent clinical outcomes. Recommendations for inclusion on the PDL shall be
based on a thorough review of clinical effectiveness, safety, and health outcomes, followed
by an analysis of the relative costs of the drugs in each class under consideration.

d. Drugs within a reviewed class that are excluded from the PDL shall be considered non-

preferred and require prior authorization by the Contracior's Prior authorization Unit in
order 10 be dispensed to a TennCare member,
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A3z

The Contractor shall establish policies and procedures describing the manner in which
pharmaceutical manutacturer industry personnel contact appropriate Contractor staff. This
should include specifying which Contractor staft may be contacted and the content of
discussions wheh contact or visits take place. Further, the policies shall restrict contacts
and visits to discussions related to the TennCare PDL and to appropriate pharmaceutical
manufacturer personnel. The Contractor's policies shall guide the content of discussion
and forum for such discussions with pharmaceutical manufacturers as they relate to the
TennCare PDL. The Contractor's policies shall be approved by TennCare. Nothing in this
Contract shall constrain the Contractor from engaging in contact with manufacturer
personnel on behalf of other Contractor clients. :

The Contractor shall design, develop, test and implemant an electronic interface with the
Contractor’s POS pharmacy claims processing system to assure timely transmission and
uploading {posting} of prior authorization data from the Prior Authorization Call Center to
the TennCare-POS pharmacy system.

The Contractor shall monitor compliance with the TennCare PDL, report that information to
TennCare monthly, and provide suggestions for improving PDL compliance.

Final decisions for inclusion or exclusion from the TennCare PDL shall be at the sole
discretion of TennCare,

PDL Design, Development, and Implementation

The Contractor shall use pharmacoecohomic modeling and evidence-based data in the
maintenance of the TennCare PDL that ensures clinically safe and effective
pharmaceutical care and yields the highest overall level of cost effectiveness. The
Contractor shall develop and submit to TennCare a schedule for review of the TennCare
PDL. (including addition of drug classes as appropriate) that meets the State's pharmacy
program goais and timelines. The Contractor shall develop and present to the TennCare
Pharmacy Advisory Commitiee the clinical and pharmacoeconomic review criteria the
Contractor used to make recommendations regarding preferred and non-preferred drugs
and the spocific written guidelines/criteria to be used in the administration of the prior
authorization of non-preferred drugs.

The Contractor's PDL. development and criteria shall be coordinated with the Contractors
Prior Authorization Unit to ensure scaleable processes and minimize enrollee or prescriber
impact.

The Contractor shall design, develop and implement an ongoing, broad-based
educational effoit to ensure thal prescribers and pharmacists are fully aware of the
TennCare PDL and prior authorization requirements. Prior to the program
implementation, the Contractor shall submit educational plans to TennCare for review
and approval, '

The Contractor shall ensure that the TennCare-POS pharmacy claims processing system
fully integrates the TennCare PDL and prior authorization programs.

For the term of this Contract, the Contractor shall comply with all applicable federal and
state statutes, regulations, rules and policy requirements and all applicable administrative
rules, statutes, policies and guidelines. '

The Contractor shall ensute that the TennCare PDL program and TennCare-POS sysiem
include provisions for:

i, The dispensing of an emergency supply, as described and determined by

TennCare policy, of the prescribed drug and a dispensing fee to be pald 1o the
pharmacy for such supphy;
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. Prior authorization decisions to be made within twenly-four {24) hours and timely
notification of the prescribing physician;

iil. Prescriber and pharmacy provider education, training and information regarding
the TennCare PDL prior to implementation of any changes, and ongaing
communicaticns to include computer and website access to information; and

iv. The Ceontractor shali ensure that all prescribers and pharmacy providets have
timely and complete information about alt drugs on the TennCare PDL. The
Contractor shall make such information available through written materials,
internet sites, and electronic personal data assistants (PDA).

g. The Contractor shall support the management and coordination of all activities related to
the maintenance of the TennCare PDL. Activities shall include bl not be timited to the
foltowing: :

i The Contractor shall present the to the TennCare Pharmacy Advisory Committee
clinical reviews of new brand-name drugs and new generic drugs for clinical safety
and efficacy, and make recommendations regarding possibie inclusion in the
TennCare PDL.

ii, The Contractor shall annually review drugs within chosen therapeutic classes in
order to affirm or change the recominendations to TennCare regarding
supplemental rebate strategies.

i, The Contractor shall develop changes to review drug criteria for the TennCare
PDI. based on new dlinical and pharmacceconomic information. The Contractor
shall conduct class reviews of all existing therapeutic categories over a time-frame
to be co-developed with TennCare, '

iv. The Contractor shal analyze cost information refative 1o drug alternatives as they
affect the-TennCare PDL. The Contractor shall produce PDL compliance reports
as described in A10.3.

The Contractor shall manage the PDL timeline from preparing for the TennCare
Pharmacy Advisory Committee meeting through follow up implementation.  This
timeline shafl be co-deveioped with TennCare,

The Contractor shall implement changes to PDL, Step Therapy or Prior
authorization requirements within forty-five (45) days of approval from TennCare.
Changes shall Include medifications to the POS system and all supporting
systems and documents. Such changes to the program shall require provider
notification at least thirty (30) days prior o the implementation. TennCare shall
approved all documents and identify the targeted providers for each notification.

A3.3.  Step Therapy

The PDL program shall also identity and promote the use of the most cost-effective drug
therapy for a specific indication, regardiess of drug class. On the date the Conlractor -
assumes full responsibility for the pharmacy benefits program, the Contractor shall assume
responsibility for administering and maintaining the existing Step Therapy program. As the
PDL is revised, the Contractor shall recommend changes or additions to the existing Step
Therapy program. These recommendations should be based on therapeulic best practices
and drive ulilization to the most cost effective agents or classes. Drugs and criteria included

" in the Step Therapy program: shall be inciuded on the PDL documents and coded into the
TennCare POS system.

The POS system shall be coded fo edit on aif drugs in the target classes that are being
submitted for dispensing. Before the new drug may gain approval through a PA, there shall
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A.3.4.

be evidence in the claims history of prior use of a trug in a more cost-effective class. This
alsa includes a capability requirement to establish prior authotization criteria thal cannot be
handled with system edits but shall require calls to the Contractor's call center. The
Coniractor shall be respensible for making recommendations to TennCare regarding the
nead for such-criteria and for subsequent criteria and call center profocol development.
TennCare shall have the final decision on the method and timing of implementation.

The Contractor shall assure that the Call Center staff shall he avaiable to evaluale prior
authotization requests per the standards required in Section A.3.8 of this Contract. An
agreed upon set of edits and PA criteria in this category shall be implemented on the date
the Contractor assumes fuil responsibility for the pharmacy benefits program. Additional
edits of this type may be implemented at TennCare’s direction at any pointin the term of this
Contract without additional cost to TennCare.

TennCare Pharmacy Advisory Commitiee

The Contractor shall atiend, support and facilitate meetings of the TennCare Pharmacy
Advisory Committee (PAC) as necessary to maintain the TennCare PDL.. Such support shail
include the responsibilily to develop drug class reviews, prior authorization criteria, quantity
limits and step therapy recommaendations. The Contractor shall coordinate with TennCare to
determine quarterly dates for the PAC meetings. The Contractor shall also be responsible
for arrangements for meeting facilitles, distribution of meeting materlals and preparation of
meeling minutes, No less than ten (10} business days prior to the scheduled PAC meeting,
the Contractor shall have the meeting materials approved by TennCare and distributed to
commiltee members. Meeting minutes are to be taken by Contractor and the draft copy
shall be available for review by the appropriate TennCare staff no greater than two (2) weeks
alter the scheduted PAC mesting. After approval, the draft minutes shall be disseminated io
PAC members for approval at the next regularly scheduled PAC meeting. After approval of
the minutes they shall be posted on the TennCare and Contractor's dedicated websites.
The TennCare Pharmacy Advisory Commiltee make up and duties may be found at T.C.A.§
71-5-2401, ot seq. ‘

The Contractor’s clinical staff shall present io the TennCare Pharmacy Advisory Commilles
drug class reviews for new or existing drugs and new indications that might afiect their
inclusion In the TennCare PDL.

a. The primary function of the drug class review is to assist the TennCare
and the TennCare Pharmacy Advisory Commitiee - members in
determining il the drugs within the therapeutic class of interest can be
considered therapeutic alternatives.

b, PDL reviews are therapeutic compatisons - PDL drug class reviews
should assess a drug or class’s place in therapy, including comparisons to
other drugs outside the drug class in question.

c. The PDL. reviews may also make recommendations for other program
inttiatives such as development of DUR criteria, prospective edits, step
therapy edits and prior authorization.

8. The Contractor shall maonitor compliance by prescribers and pharmacists
with the TennCare PDL, report thal information to TennCare manthly,
quarterly, and semiannually, and provide suggestions for improving PDL
compliance,

f, Mesting facility costs, as well as meals, fodging and mileage
reimbursement for PAC members wilt be paid by the State. Costs for
production of materiais will be paid by the Contracior. Postage will be a
pass through cost.

19



A3.5.

A3.5.1

Rebate Administration

The Contractor shall process, Invoice and coliect supplemental rebates through the
Contractor's rebate administration systems. The Contractor's system shall be capable of
payment tracking and reconcifiation and dispute resolution for disputes related to
supplemental rebate unit issues and utilization. The Contractor shall generate and issue
quarterly invoices for supplemental rebates. The Contractor shall provide the designated
TennCare staff data files that contain the specific information and in the specified format
as required by TennCare. The quarterly rebate invoices shall be generated for all
pharmaceutical manufactures and TennCare approval by thirty (30} days after the receipt
of the quarterly CMS file.

The Contractor shall ensure that written notifications are sent to Drug Manufacturers
concerning past-due rebate payments for undisputed account balances. Past-due
bhalances shall be identified when they are at forty-five (45), seventy-five (75) and ninety
(90) days of delinquency. Notifications shall be issued within five (5) days of delinquent
date for supplemental rebates. TennCare shall be copied on all past-due notifications.
This notice shall remind the labeler that interest shall be assessed on all past due
accounis as stipulated by their contract with the State. Failure to send the nolices as
scheduted may resull in liguidated damages as set forth in Attachment A.

Dispute resolution pertaining to units billed for supplemental rebates shall be done by the
Contractor based on unit resofution performed on CMS Rebates. The Contractor shall
perform all dispule resolution activities with pharmaceutical manufacturers pertaining to
supplemental rebate calculations and collections, The Contractor shall present for
TennCare approval remedies for all disputes within ninety (90 days of dispute.  TennCare
shall have final approval of all settlements negotiated.

One hundred percent (100%) of all monies collocted on behalf of the State, shall be
remitted to the State. The Contractor agrees that all rebates collected on behalf of the
State shall be collected for the sole benefit of the State's share of costs, and that no other
monies other than rebates shall be collected based on the State’s program

The Contractor shall provide to the agency or business of the State’s choosing, any and all
appropriate, accurate, and balanced pharmacy level claims data needed to resolve or
avoid any Medicaid or supplemental drug rebate disputes. This pharmacy level claims
data shall be provided within fifteen (15) business days of the request by TennCare,

Supplemental Rebates

a. The Contractor shall negotiate supplemental rebates through an open competition
process within specific drug classes, thereby encouraging maximum participation
among manufacturers. The Contractor shall negotiate supplemental rebates with
pharmaceutical manufacturers as parl of the TennCare PDL program. The resulting
contract, negotiated by the Contractor and approved by TennGare, regarding
supplemental rebates shall be between the pharmaceutical manufacturer and the
State. The Supplementai Rebate Contract shall be written using the template that is
approved by CMS. Such agreements shali be in a format agreed to by TennCare and
approved by CMS. TennCare shall review and approve agreements before execution.
The Contractor shaii establish and operate a process for accurate reporting and
monitoring of negotiated supplemental rebate payments and perform all supplemental
rabale dispute resolutions to maximize collections for the State.

0. The, Contractor shall include diabetic 'supplies such as syringes, lancets, strips,
glucose control sokutions and glucose tesling monitors in the TennCare-POS
pharmagy claiins processing system and PDL. For this ¢ategory, the Contractor shall
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provide TennCare a class review, preferred product recommendation and
supplemental rebate offer similar to that provided for pharmaceutical agents.

The Contractor, consistent with State guidelines and requirements, shall provide
annual opportunities for manufacturers to-amend supplemental rebate agreements.
However, nothing in this Contract shall prevent a manufacturer from offering
supplemental or enhanced rebates or amendments 1o existing supplemental rebates
at any time. The Contractor shall report to TennCare, on a time schedule and in a
format specified by TennCare, the resuits of those negotiations and their clinical and
fiscal impact on the PDL. TennCare shall have final approval on all supplemental
rebate agresments and amendmenis.

The Contractor shall, concurrent with the development of the PDL, conduct meetings
with TennCare to develop and analyze the different potential supplementa! rebate
sirategies with the designated pharmaceutwal manufacturers.

The Contractor shall provide TennCare with access o0 all supplemental rebate
contracts and relaled documentation. This will include quarterly analysis by
therapeutic category including the net cost per drug entity in the category including the
demonstration of how that net cost was achieved. ,

The Contractor shali ensure that supplemental rebates are in addition o federal
rebates as required by Section 1927 of the Social Security Act and complies with CMS
guldeiines, regulations and policies,

The Contractor shall maintain the State’s supplemental rebate contracts confidentially
and separate from its other clients. The Contractor shall propose a plan for securing
and maintaining the supplemental rebate contracts and related confidential information
in a format agreed to by TennCare. TennCare shall approve confidentiality
agreements.

The Contractor shall perform supplemental rebate calculations including National Drug
Code (NDC) information and invoice the manufacturers within thirty (30} days after the
end of each calendar guarter. The invoices shall be approved by TennCare and
contain information sufficient to minimize disputes and comply with supplemental
rabate contracts.

One hundred percent {100%) of the suppiemental rebates collected pursuant to
implementation of the TennCare PDL, on behalf of the State, shall be remitted to the
State. The Contractor agrees that all rebates collected on behalf of the State shali be
collected for the sole benefit of the State’s share of costs.

In a format agreed to by TennCare, the Contractor shall provide 1o TennCare monthly
and ad hoc reports on the performance of the TennCare PDL and supplemental
. rebates,

m. The Contractor shall consider a variety of potential rebate sirategies and shall

compare and contrast for the State the clinical and economic ramifications of each
strategy for the State.

For the term of this Contract, The Contractor may, on behalf of the State, assemble or
join a mulli-state pharmaceutical purchasing coalition or cooperative In order to
maximize the State's purchasing power.

Inclusion into the State’s PDL shall be based on lowest nel cost to the State in a

product category over a two year projeciion, and not highest supplemental rebate
achievable.
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A35.2

In cases whare a product has demonstrated a clear clinical superiority, as defined by
the TennCare Pharmacy Advisory Committee majority vote and Stale agreement, thal
product shall receive PDL. status regardiess of supplemental rebates,

In cases where a product has demonstrated a clear clinical inferiority, as defined by
the TennCare Pharmacy Advisory Commitiee majority vote and State agreement, that
product shall receive non-PDL status regardless of supplemental rebates,

During PDL transition a minimum of three (3) monihs and maximum of six (6} months

-shall be required lo fransition users of mainienance medications to different PDL

agents.
Chan'ges in drug category PDL status shall be made no more than once per two years.

Failure to achieve program effectiveness may result in liguidated damages as set forth
in Attachment A.

Suppiemental Rebate Bonus

a.

The Contractor shall be responsible for maintaining the effectiveness of their
supplemental rebate program as described in the RFP response.

‘The formula for calcutation of supplemental rebate program effectiveness shall be the

sum of all supplemental rebates collected for claims paid on an annual basis divided
by total pharmacy reimbursement, projected to be 9;650 miilion annually {less
dispensing fees) for the same time period.

Any category In which the State decides to forgo Sections A.3.5.1.0. through
A.3.5.1.t above, the category shall, by mutual consent of the State and Coniractor, be
removed from the supplemental rebate calculation for both supplementat rebates

. collected and category cost.

On an annual basis the percentage of effecliveness of the supplemental rebate
program shall be measured against the Contractors response to the RFP. The
Contractor shall be allowed a one percent (1%) deviation from its response. For
example, if the Contractor bids six percent (6%) for supplemenial rebate parcentage in
the RFP, the allowable range shall he five to seven percent (5-7%).

Rebates shall be calculated on the basis of any rebates obtained outside of the OBRA
rebates, Annually, if the Contractor exceeds the upper figure of the allowed
supplemental rebate percentage range they shall receive an annual bonus based on
the following table:

Exceed by less than one percent | One  hundred = thousand  doliars
(1%) ($100,000)

Exceed by more than or equal to | Two  hundred  thousand dollars
ane percent (1%}, but less than two | ($200,000)
percent (2%)

Exceed by more than or equai 1o | Six hundred thousand dollars ($600,000)
two percent (2%}, but less than
three percent (3%)

Exceed by more than or equal {o | One million, two hundred thousand
three percent (3%) doltars ($1,200,000)
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f. The supplemental rebates for claims billed by September 30, 2008 shall be the
ohligation of the Contractor of record as of September 30, 2008.

g. The caleutation will occur 180 days after initial billing of a full year is complete.
Rebates for that year coliected after the calculation dale will be accounted for in the
nex! year. Atthe calculalion date, it outstanding invoices for rebates would account for
a substantial change in the rebates collected, then upon mutual agreement the State
and the Coniractor can set a new caloculation dale onot to exceed ninety (90) days
from the initial caleulation date.

h. Changes in reimbursement methodology that result in a 2% or greater change in
reimbursement amount shall resuit in a corresponding recalculation of the guaranteed
rebate percentage to be mutually agreed upon by the Coniractor and the State. This
shall only apply to changes in methodology such as. calculation on a standard other
than AWP, or change in the AWP discount from 13%. Changes in prices for individual
products shall not be included for purposes of adjusting the guaranteed rebate
percemage

A4 TennCare -Technical Requirements

AdA,

TCMIS Interface. Operation of the TennCare-POS requires ongoing interfaces with TCMIS. The

Contractor shall coordinate with TennCare to design and maintain an effective interface hetween
TCMIS and the Confractor's system for pharmacy claims processing, Pro-DUR and financial
systems.

a

In order to ensure the security and confidentiality of all transmitted files, the Contractor
shall have a system that establishes a dedicated communication line connecting TCMIS to
the Contractor's processing site. The cost of this communication line is to be borne solely
by the Contractor. This dedicated communication line shall meet specifications of the
TennCare Bureau, OIR and the State of Tennesses.

i. All circuits, circuit terminations and supported network options are to be
coordinated through the TennCare Director of Information Services, TennCare,
310 Great Circle Road, Nashville, Tennesses 37228.

ii. Contractor shall contact the TennCare Director of infoarmauon Gervices before
placing all line orders.

fit, Contractor shall be responsible ior providing compatible mods table definitions
and NCP configurations for all non-standard system generations.

v, Contractor shall be responsible tor supplying both host and remote modems for all
not-State initlated circuits,

V. Diaf-up access into production regions shall be prohibited.

After the pre-implementation conversion process, transaction data that changes baseline
TCMIS files shall be transferred to the Coniractor's system on a daily basis unless
TennCare approves a less freduent schedule. The system design shall be finalized during
the (DDI) phase and shall result in the daily update of the TennCare-POS system with the
most current information from TCMIS. This may include, but not be limited to: recipient
eligibility, prior authorization information, provider, and reference information.

The format of the data exchange shail be determined during DDI and shall resolve any
incompatible data format issues that may exist between the Contraclor's system and
TCMIS..” TCMIS may be modified to expand certain fields. Although no significant
changes to TCMIS fike structures are anticipated, the TCMIS may be enhanced to improve
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data compatibility between the POS environment and TCMIS, The Contractor shait make
changes as needed, at no cost to TennCare. '

Daily batch fites shall be transmitted from TCMIS to the Coniractor and from the
Coniractor to TCMIS. The transmission from TCMIS may contain, but not be limited to:
recipient and provider eligibility records, claim history, prior authorization information and
drug formulary information (Procedure Formulary File or PFF). The recipient identification
number is a nine (9) byle record and is the key indicator for the eligibility record. This
number is constant for a given recipient. The transmission of data from the Contractor to
the TCMIS shall contain records of processed, adjudicated and paid claims,

" The Contractor shal! be required to notify TennCare, in a manner agreed to by TennCare

each time a file is received from TennCare in order o verify transmission and receipt of
the files.

AA2 POS Network interfaces

a,

Al Initial system implementation, data transmissions between the TennCare-POS and the
pharmacy providers shail be in National Council on Prescription Drug Programs’ {NCPDF)
most current version. As updates to the NCPDP farmat become available, the TennCare-
POS Contractor shall maintain compatibiiity both with Providers using the updated version
and those using the supeérseded versions. Compatibifty malntenance for sach
supersaded version shall continue untit the updated version becomes generally available.

The Contractor shall support pharmacy providers in their interaction with the TennCare-
POS and coordinate with network vendors to ensure smooth operation of the TennCare-
POS with the commercial pharmacy POS environment. At the date of the release of the
RFP, there are approximately twenty-five hundred (2,500) pharmacy providers in the
TennCare Participating Pharmacy Provider network. The Contractor shall establish lesting
procedures and certify provider practice management systems (i.e., “switches™ as
compatible and ready to interface with the TennCare-POS. The Contractor shall not be
required to supply hardware or software to pharmacy providers.

The Contractor may not use its position as the TennCare pharmacy ciaims processing
agent to create barriers to providers, or pharmacy practice management vendors who wish
to patficipate in the TennCare-POS. The Contractor shall not charge cohnection or
access fee to pharmagcies or switching companies.

Federal regulations require TennCare to maintain appropriate controls over POS eligibility
Contractors who perform both switching services and billing services. Switch and bifing
agent functions, if provided by the same company, shall be maintained as separate and
distinct operations. If the Contractor acting as the TennCare-PQOS Contractor also

‘provides services as the providers' agent, an organizational “firewall” shall be in place to

separate these functions.

A4.3 Batch Claim Submission Format and HIPAA Compliance

a.

Pharmacy providers wilt use NCPDP format for submission of pharmacy transactions. The
X12 837 Standard Claim format may be used at some point to allow institutional and
professional claims to be submitted in batch electronic claim format so long as the
batches are compliant with standards and formats published by TennCare, including the
X12 837 and NCPDP formats promutgated by the Secretary of Human Services as
specified by the Health Insurance Portability and Accountability Act of 1996 (HIPAA).

The Contractor shall coordinate with TennCare to ensure that the electronic formats used

for the TennCare-POS conform to present and fulure regulations as they exist during the
term of this Contract.
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Ad4.

A4dSs.

A4.6.

A47.

A48,

TennCare:-POS Intetlace Software. The Contractor shall provide soltware to allow TennCare 1o
test the Contracior's system through the TennCare network. During the DDI Phase, TennCare
shall test submission and receipt ot NCPDP point-of-sale transactions. After imptementation, and

" during the term of this Contract, TennCare shalf test and audit performance of the systemn. An

ongoing project plan shall be required to coordinate a soltivare release schedule and detail how
TennCare and/or TCMIS efforts are 10 be coordinated.

TennCarg-POS Systern Availability Requirements. The Coniractor shall ensure that the average

system response time is no greater than ten (10) seconds for a minimum of hinety-nine and a half
percent (99.5 %) of all transactions, seven (7) days per week twenty-four (24) hours per day.
Cumulative system downtime shall not exceed two (2) hours during any conlinuous five (8) day
period. '
The TennGare-POS system shall bo available twenty-tour {24) hours per day, seven (7) days per
week, for provider inquiry or billing purposes. Such availability shall include ail normal forms of
entry. The Contracior may have scheduled maintenance downtime that is approved by the State.

Syslem Maintenance and Madification Deadlines and Damages. Systemn maintenance problems

shall be corrected within five (5) business days or by a State-approved correction date. Failure to
resalve system eminence issues in this timeframe shall result in liguidated damages as noted in
attachment A, '

Syslem Security,  The Contractor shall apply recognizéd industry standards governing security of
State and Federal Automaled Data Processing systems and information progessing. At a
minimum, the Stale requires the Contractor to conduct a security risk analysis and the results shall
be included In the Information Security Plan provided during the DDI phase. The rigk analysis shail
also be made available to appropriate Faderal agencies. As determined by the State to be
appropriate, the following specific securlty measures may be included in the system design
documentation, operating procedures and State agency security program:

a Computer hardware controls that ensure acceptance ‘of data from authorized networks
only;

b. Placement of software controls, at the Contractor’s central facility, that establish separate
files for fists of authorized user access and identification codes;

c. Manual procedures that provide secure access 1o the system with minimal risk;

d. Multilevel passwords, identification codes or other security pracedures that shall be used

by State or Contractor personnel

e. All  TennCare-POS software changes subject 1o TennCare approval prior {o
implementation; and

f. Systern operation functions segregated from systems developmant duties.

Disaster Preparedness and Recoverv'at the Automated Claims Progessing Site. The Contractor

shall submit the Contractor's Business Continuily/Disaster Recovery plan for their Central
Processing Site to TennCare. I requestedq, test results of the plan shall be made available to
TennCare. The plan shall be able to meet the requirements of any applicable state and federal
regutations, TennCare and the State of Tennessee Office of Information Resaurces (CIR).

a.  After award of this Contract, but during the development of the Information Security Plan, a
Contractor representative shall work in conjunction with a team member from both QIR
and TennCare’s TCMIS in order 1o ensure that the plan is compatible with TCMIS and
TennCare policy and procedures and/or rules.

b. The Contractor shall include sufficient information to show that they meet the following
requirements; g
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i, Pocumentation of emergancy procedures that include steps to 1ake in the event of
a natural disaster by fire, water damage, sabotage, mob action, bomb threats, elc.
This documentation shall be in the form of a formal Disaster Recovety Plan. The
Contractor shall apply recognized industry standards governing Disaster
Preparedness and Recovery inciuding the ability to continue processing in the
event that the central site is rendered inoperable.

il, Employees at the site shall be familiar with the emergency procedures.

iii. Smoking shall be prohibited at the site,

iv. Heat and smoke detectors shall be installed at the site both in the ceiling and
under raised floors {if applicable). These devices shali alert the local fire

department as well as internal personnet.

V. Portable fire extinguishers shall be locatad in strategic and accessible areas of the
site. They shall be vividly marked and periodically tested.

vi, The site shall be protected by an automatic fire suppressing system,

vii.  The site shall be backed up by an uninterruptible power source system,
The-Contractor shall describe their secondary processing site and how quickly TennCa?e-
POS operations can be transferred to that site. TennCare shall have direct, “read only’

access allowing the designated staff to review the accuracy of TennCare data on the
Contractor’s system. .

A4.9. Program inteqrity Reguirements. The Contractor shall have TennCare-approved policies and
procedures in place for ensuring protections against actual or potential fraud and abuse. The
Contractor shall have a detailed Program Integrity Plan. The Program Integrity Plan shall define
how the Contractor shall adequately ldentify and report suspected fraud and abuse by recipients,
providers, by suhcontractors and by the Contractor. The Program Integrity report shall be
submitted yearly on the contract anniversary. The Contractor shall meet with TennCare and
discuss the monitoring tools and controls necessary to protect against theft, embezzlement,
fraudulent practices or other types of fraud and program abuse, and describe the type and
frequency of training that shall be provided to detect fraud. All fraudutent activities or other program
abuses shall be subject to the laws and regulations of the State of Tennessee and/or federal laws
and regulations. The Contractor's Program Integrity Plan shall address the following requirements:

a.

Written Policies and Procedures. The Contractor shall develop written policies,
procedures, and standards of conduct that articulate the Contractor's commitment to
comply with all applicable federal and state standards for the prevention, detection and
repotting of incidents of potential fraud and abuse by members, providers, subcontractors
and the Contractor,

Compliance Officer. The Contractor shall designate a Compliance Officer and a
Compliance Committee, accountable to-genior management, 1o coordinate with TennCare
and other state agencies on any fraud or abuse case. The Contractor may identify different
contacts for member fraud and abuse, provider fraud and abuse, subcontractor fraud and
abuse, and Contractor fraud and abuse,

Training and Education. The Contractor shall establish effactive program integrity training
and education for the Compliance Officer and all Contractor staff,

Effective Lines of Communication belween Contractor Staff. The Contractor shall

establish effective lines of communication between the Compliance Officer and other
Conltractor staff. K
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A.4.10.

a. Well-Publicized Disciplinary Guidelines. The Contractor shall enforce program integrity
slandards through welil-publicized disciplinary guidelines.

f. The Contractor shail review and summarize network pharmacy audit findings on a
guarterly basis.

g. Internal Monitoring and Audit. The Contractor shall establish and implement procedures
for internal monitoring and auditing, These activities and their reporting mechanism shail
be defined in the Program Integrity Flan.

h. - Process for Reporting Potential or Actual Fraud and Abuse. The Contractor shall provide
information and a procedure for members, providers and subcontractors to report
incidents of potential or actual fraud and abuse to the Contractor and to TennCare.

i Development of Corrective Action Initiatives. The Contractor's program integrity plan sha
include provisions for corrective action initiatives.

i- Time Frame for Reporting Fraud and Abuse to the Department. The Contractor shall
report incidents of potential or actual fraud and abuse to TennCare within forty-eight (48)
hours of initiation of any investigative action by the Contractor or within forty-eight (48)
hours of Contractor notification that another entity is conducting such an investigation of
the Contractot, network providers, or the members, All reporis shall be sent to TennCarea
in writing and shall include a detailed account of the incident, including names, dates,
places, and suspected fraudulent activities,

K. Cooperation with State and Federal investigations. The Contractor shall cooperaté with atl
fraud and abuse investigation efforts by TennCare and other state and federal offices,

i, Failure to comply with the Program Integrity Requirements as defined herein may result in
liquidated damages as providad in Attachment A,

Proprigtary and Confidential Information

All proprietary information, including but not iimited to, provider reimbursement information
provided to TennCare, shall be deemed confidential and not subject o disclosure under the
Tennessee Public Records Act. All matetial and information, regardless 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 federal law, State law and othical standards and shall not be disclosed, and all
necessary steps shall be taken by the Contractor to safeguard the confidentiality of such material
or Information in conformance with federal law, State law and ethical standards. Confidential
information iIncludes any non-public, confidentiat or proprietary information, whether written,
graphic, oral, electronic, visual or fixed in any tangible medium or expression, which is supplied by
TennCare to the Contractor or acquired by the Contractor on behalf of TennCare under this
Agreement.

Confidentiality of Records and Duty to Protect. Strict standards of confidentiality of records shall be

maintained in accordance with federal and state laws and regulations and TennCare poiicies,
procedures and rules. The Contractor shall exercise the same or greater level of care to preserve
the contidentiality of the State’s information as the Contractor exercises to protect its own
confidential information so long as such standard of care does not violate the applicable provisions
of the first paragraph of this section. Confidential Information {i) shall be held by the Contractor in
strictest confidence at alf fimes; (i} shall not be disclosed or divulged by the Contractor to any
person or entity, except those employees and agents of the Contractor who require access o such
information, and only after those employees and agents have heen instructed that the information
is subject to the confidentiality obligations set forth herein; and (iiiy shall not be used by the
Contractor for any purpose not set forth herein or otherwise authorized in writing by TennCare,
Contractor shall diligently exsrcise the highest degree of care 1o preserve the privagy, security and
integrity of, and prevent unauthorized access 10, the Confidential Information. Contractor ensures
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that it has established written policies and procedures relating to coniidentiality, including the
confidentiality of protected health information and eligibility information, Contractor ensures thal it
has implemented administrative, technical and physical safequards and mechaniams that protect
against the upauthorized or inadvenent disclosure of confidential Information to any person or
entily outside its organization not in accordance with this Agreement.

The Conlractor shall maintain the confidentiality of TennCare member information.  Any
information, whether written, graphic, oral, electrenic, visual or fixed in any tangible medium or
expression, relating to individuals anrolled in the TennCare program {"TennCare enrcllees”), or
relating to individuais who may be potentially enrolted in the TennCare program, which is provided
to or obtained through the Contractor's performance under this Agreement, shall also be treated as
confidential information to the extent that confidential status is afforded such information under
State and federal laws or regulations. The Contractor shaill ensure thal access 10 this information
shall be limited to the Contractor. The Contractor shall take measures to prudently safeguard and
~ protect unautharized use and/or disclosure of TennCare member information in its possession.

The Contractor shall establish internal policies to ensure compliance with federal and state faws
and regulations regarding confidentiality including, but not limited to, 42 CFR § 431, Subpart F, 42
USC §§ 13204, all applicable Tennessee statules and TennCare rules and reguiations. In no
avent may the Contraclor provide, grant, allow, or otherwise give, access to TennCare member
information to anyone without the express written permission of TennCare. In the event that
information is used andfor disclosed in any manner, the Contractor shall assume all liabilities under
both State and federal law.

The Contractor shall immediately notify TennCare of any and ail occurrences were TennCare's
Confidential information may have been breached and initiate appropriale action to prevent
subsequent breaches

Heai!ﬁ Insurance Portability and Accountability Act of 1996 (HIPAAY. In accordance with HIPAA

regulations, the CONTRACTOR shali, at a minimeim, comply with the following requirement:

{(a) As a patty to this Agreement, the CONTRACTOR hereby
acknowledges its  designation as a covered entity under the HIPAA
regulations; )

()] The CONTRACTOR shall comply with the transactions and code set,
privacy, and securily regulations of the Health Insurance Portability
and Accountability Act of 1996 by their designated compiiance dates.
Compliance includes meeting all required transaction formats and
code sets with the specified data partner situations required under the
regulations.

{c) The CONTRACTOR shall transmitreceive fromfto its provider,
subcontractors, clearinghouses and TENNCARE all {fransactions and
code sets required by the HIPAA regulations in the appropriate
standard formats as specified under the law and as directed by
TENNCARE so. long as TENNCARE direction does not conflict with
the law;

(d) Tha CONTRACTOR shall agree that if it is not in compiiance with all
applicable standards defined within the transactions and code sets,
privacy, security and all subsequent HIPAA standards, that it will be in
breach of this Agreement and will then take alf reasonable steps to
cure the breach of end the violation as applicable. Since inability to
meet the transactions and code sets requirements, as well as the
privacy and security requirements can bring basic business practices
between TENNCARE and the CONTRACTOR and bhetween the
CONTRACTOR and its providers and/or subcontractors to a halt, if for
any reason the CONTRACTOR cannot meet the requirements of this
Section, TENNCARE may terminate this Agreement in accordance
with Section [. ‘
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{e)

(f)

(h)

{i)

(k)

Prolected Health Information (PHI) data exchanged between the
CONTRACTOR and TENNCARE is intended 1o be used only for the
purposes of health care operations, payment and oversight and its
related functions. Al PHI data not transmitted for the purposes of
health care operations and its related funclions, or for purposes

_gllowed under the federal HIPAA reguiations will be de-identified to

protect the individual enrollee’s PHI under the privacy act;

Disclosures of Protected Health Information from the CONTRACTOR

" to TENNCARE shall be restricted as specified in the HIPAA

regulations and will be permitied for the purposes of: health care
operations, payment and oversight, Disclosures to TENNCARE from
the CONTRACTOR shall be as permilted and/or required under the
iaw,

The CONTRACTOR shall report to TENNCARE within forty-gight (48)
hours of becoming aware of a secwity incident or any use or
disclosure of Protected Health Information in viclation of this
Agreement by the CONTRACTOR, its officers, directors, employees,
subconiractors of agents or by a third party to which the
CONTRACTOR disclosed Protected Health Information;

The CONTRACTOR shall specify in ils agreements with any agent or
subconiractor of the CONTRACTOR that will have access to
Protected Health information that such agent or subcontractor agrees
to be bound by the same restrictions, terms and conditions that apply
to the CONTRACTOR pursuant to this Section; ‘

The CONTRACTOR shall make avaitable to TENNCARE enrollees
the right to amend their Protected Health Information data in
accordance with the federal HIPAA regulations. The CONTRACTOR
shall also send inforimation to enrollees educating them of their rights
and necessary steps in this regard; .

The CONTRACTOR shalt make an enroliee’s PHI data accessible to
TENNCARE Immediately upon request by TENNCARE;

The CONTRACTOR shall make available to TENNCARE within ten
(10) business days of notice by TENNCARE to the CONTRACTOR
such Information as in the CONTRACTOR'S possession and is
required for TENNCARE to make the accounting of disclosures
required by 45 CFR § 164.528. At a minimum, the CONTRACTOR
shall provide TENNCARE with the following information:

(1) the date of disclosure

{2) the name of the entity or person who received the HIPAA
protected  information, and if known, the address of such
entity or person

{(3) & brief descripion of the Protected teaith Information
disclosed, and

{4) a brief statement of the purpose of such disclosure which
includes an explanation of the basis for such disclosure.

In the event that the request for an accounting of disclosures is
submitted directly to the CONTRACTOR, the CONTRACTOR shall
within two {2) business days forward such request to TENNCARE. it
shall be TENNCARE’S responsibility to prepare and deliver any such
accounting requested, Additionally, the CONTRACTOR shall institute
an appropriate record keeping process and procedures and policies to
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(n)

()

enable the CONTRACTOR to comply with the requiremenis of this
Section;

The CONTRACTOR shall make its internal policies and procedures,
racords and other documentation related to the use and disclosure of
Protected Health information available 1o TennCare and to the
Secretary of Health and Human Services for the purposes of
determining compliance with the HIPAA regulations upon request.

The CONTRACTOR shalt create and adopt policies and procedures
to periodically audit adherence to all HIPAA regulations, and for which
CONTRACTOR acknowledges and promises 1o perform, including but

not limited to, the following obligations and actions:

(t Safeguards. CONTRACTOR agrees to use administrative,
physical, and lechnical safeguards that reasonably and
appropriately protect the confidentiality, integrity, and
availability of the electronic protected health information
{ePHl) CONTRACTOR creates, receives, maintains, or
transmits on behalf of TENNCARE.

{2) CONTRACTOR's Agenls. CONTRACTOR agrees to ensure
that any agent, including a subcantractor, to whom it provides
oPHI| that was created, received, maintained, or transmitted
on behalf of TENNCARE agrees to use reasonable and
appropriate safeguards to protect the ePHI.

(3) Notification of Security Incident. CONTRACTOR agrees to
report to TENNCARE any use or disclosure of TENNCARE
.ehrollee PHI or of any security incident of which
CONTRACTOR becomes aware within forty-eighi (48) hours

Upon termination, cancellation, expiration or other conclusion of the
Agreement, and in accordance with Section D of this Agreement, the
Contractor will, if feasible, return or destroy all PHI, in whatever form
or medium (including any electronic medium} and all copies of an any
data or compilations derived from and allowing identification of any
individual who is a subject of that PHI. The Contractor will complete
such relurn or destruction as promptly as possible, hut not later than
30 days after the effective dale of the termination, cancellation,
expiration or other conclusion of the Agreement, including but not
limited to, the provisions in Section and of this Agreement . The
Contractor will identify any PHI that cannot feasibly be retumned to or
destroyed.  Within such 30 days after the efiective date of the
termination, cancellation, expiration or- other conclusion of the
Agreament, including but not limited fo, the provisions in Section and
of this Agreement the Contractor will: (1) certify on cath in writing that
such return or destruction has been complated; {2) identify any PHI
which can not feasibly be returned or destroyed; and (3) certify that it
will only use or disclose such PHI for those purposes that make its
return or destruction infeasible;

The CONTRACTOR shafl implement all approptiale administrative,
technical and physical safeguards to prevent the use or disclosure of
PHE other than pursuant 1o the terms and conditions of this
Agreement, including but not limited to, confidentiality requirements in
45 CFR parts 160 and 164 and 42 CFR Part 431;

The CONTRACTOR shall set up appropriate mechanisms to ensure

minimum necessary access of its staff to Protected Health
information;
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(r)

(s)

{w}

)

(@)

The CONTRACTOR shall create and implement policies and
procedures to address present and future HIPAA regulation
requirements as needed to include: use and disclosure of data; de-

~identification of data; minimum necessity access; accounting of

digclosures; patients rights to amend, access, request resttictions,
and right o file a complaint;

The CONTRACTOR shali provide an appropriate level of training to its
stafl and enrollees and/or require its on-site workforce to comply with
TennCare training requirements regarding HIPAA related policies,
procedures, enroliee rights and penalies prior to the HIPAA
implementation deadlines and at appropriate intervals thereafter;

The CONTRACTOR shall be allowed to use and recsive information
from TENNCARE where necessary for the management and
administration of this Agreement and to carry out business operations;

The CONTRACTOR shall be permitted to use and disclose PHI for
the CONTRACTOR'S own legal responsibilities;

. The CONTRACTOR wili adopt the appropriate procedures and

access safeguards fo reslrict and regulate access to and use by
CONTRACTOR employees and other persons performing work for

-~ said CONTRACTOR o have only minimum nhecessary access io

personally identifiable data within its organization;

The CONTRACTOR will continue to protect personally identifiable
information refating to individuals who are deceased;

The CONTRACTOR will be responsible for informing its workforce of
enrolles privacy rights in the manner specified under the regulations;

The CONTRACTOR must make available protected health
information in accordance with 45 CFR § 164.524;

The CONTRACTOR must make available protected health
information for amendment, where applicable, and incorporate any
amendmenis to protected heaith information in accordance with 45
CFR §164.526; and ‘

The CONTRACTOR shall obtain or provide a third (3"’) party
certification of its HIPAA transaction compliance within ninety (90)
days of execution of this Agresment. '

f.  Failure to comply with confidentialily provisions may resufl in liquidated damages.

A.4.11. Third Party Adminisirator Requirement

a.

The Contractor shall qualify as an Administrator (also described as "Third Parly
Administrator”) in compliance with Tennessee Code Annotated (TCA) § 55-6-401, et seq.
and shall be licensed to operate as an adjuster or settler of claims in connection with
pharmacy benefits coverage in the State of Tennessee and shall be capable of providing
or arranging for health care services provided to covered persons for whomn it received
payment and is engaged in said business and is shall do so upon and subject to the terms
and conditions hereof.

it during the term of this Contract, TennCare directs the Contractor, through a contract -
amendment, to opetate as a risk-bearing entity for pharmacy services, the Contractor shall
establish and maintain all financial reserves required by the Tennessee Department of
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Commaerece and Insurance of HMOs, Third Parly Administrator, or Prepaid Limited Mealth
Services Qrganization licensed by the Stats of Tennessee, including, but not limited to, the
reserves required by Tennessee Code Annotated § 56-32-212 as amended or Tennessee
Code Annotated § 56-51-136 as amended. The Contractor shall demonstirate evidence of
its compliance {or process of compliance} with this provision to the Tennessee Department
of Commerce and Insurance, TennCare Division, in the financial reports filed with that
Department by the Contractor,

A.4.12. TennCare Member Identification Cards

A.4.13

A4 14

a.  The Contractor shall provide each TennCare member with permanent pharmacy benefit
identification (ID) card. This shall occur al least thee (3) weeks prior to the
commencement of the Contractor processing claims, The card shall comply with all stata
laws and NCPDP guidelines, as amended, regarding the information required on the carg,
as welt as any other information required. by TennCate, and musi be approved by
TennCare. - In no event shall the Contractor print or otherwise include the individual
TennCare enrollee’s Sccial Security Number on any identification card required for the
individual to access products or services provided under this Agreement. The Contractor
shall provide pharmacy benefit identification cards for new TennCare members added Yo
the TennCare eligibility file on and ongoing basis. The Contractor shall establish a process
that allows enrollees request repfacement cards, Replacement and new cards shall be
produced and mailed by the Contractor on the 15 day of each month. Failure to meet this
requirement may resutt in liquidated damages set forth in Attachment A,

b. The Contractor shall establish and maintain a process to produce ID cards for new
enrolless and issues replacement 1D cards upon request from a TennCare enrollee. The
Contractor shall be reimbursed for actual postage costs. Such costs shall be billed on a
monthly basis to TennCare In addition to regular invoices and shall include substantiating
documentalion, The cost related to the production of the identification cards shafl be
included in the Contractor's base rate in this Contract.

C. Other mailings pursuant to this Contract shall be mailed first class unless otherwise

- directed by the  State. The actual postage cost shall be a pass-through ftem and shalt be

billed on a monthly basis 1o the TennCare Bureau in addition to regular invoices and shall

include subsiantiating documentation. Printing and supply costs are to be included in the

base rate of this Contract. The Confractor shall not invoice TennCare for Contractor
business operations.

Returned Mail

The Contractor shall open all returned mail from any mailings to enroliees or providers to
determine if the enrollee has moved, if the Contractor has the wrong address, and/or if the enrollee
is communicating other information to the Coniractor or to TennCare. The Contractor shall track
returned mail and shall report monthly to the TennCare Bureau the number of pieces of returned
mail, the reason the mail was returned and action taken by the Cortraclor. included in this report
shall be a list of all enrollees whose mail was undeliverable due 1o an incorrect address provided
by TennCare. Nothing in this section shall prevent the Contractor from sub-contracting
responsibilities returned mail to a vendor approved by TennCare.

Failure to report monthly to the Bureau or to open and appropriately manage returned mail may
result in liguidated damages as described in Attachment A.

Websile

The Coniractor shall have available an up-to-date weh-site dedicated to TennCare that shall aid
providers and enroilees in all aspects of the pharmacy program. The web-site shall be available
for TennCare approval at least one (1) month priot to the commencement of claims processing
and be available on the internet two (2) weeks prior to the commencement of claims processing.

32



The web-site shall contain a home page with general pharmacy information with links to dedicated
areas for prescribers, pharmacists and snrollees. Each of these sections shall contain information
that shall answer, in an interactive format, the majority of questions that each group would ask.
This shall include, but it not limited to:

A, Home Page, which lncﬁudes

i General information related to pharmacy benefit, and recent changes oceurting
within the TennCare Pharmacy Program, including pertinent fact sheets;

if. Access lo the Auto-exemption and Provider Attestation lists; and

i, An intgractive Preferred Drug List {(PDL) with links to Clinical Criteria, Step
Therapy crileria, and Quantity Limits

b. Prescriber Page, which includes:

i An Interactive preferred drug lfist (PDL) of the TennCare pharmacy program,
complete with hot-links from drugs to the prior authorization (PA) criteria
established for those drugs and also linked to drug specific PA facsimile farms
and drug specific web-based PA application;

ii. A search function which allows provide'rs to enter a drug name and ba routed to -
the drug in the interactive PDL,;

i Proceduras for obtaining Prior Authorizations (PA’s), Call Center hours of
oparation and contact numbers; and

iv. Printable education material specific to prescribers.
c. Pharmacist Page, which includes:
i, An interaclive inguiry syslem using pharmacy providers’ identifying number (i.e.
NCPDP, NPI, etc) to verify the status'of pending payments, RAs, and other
Supported functron(s) as deemed necessary by TennCare,

ii. An on-fine listing of the Contractors MAC drug list; and

ifi. Printable on-line pharrﬁacy handbook and Provider Education Material specific to
Pharmagcist.

d. Enroliee Page, which includes:

i A description of services provided including limitations, exclusions and out-of-
network use;

i, Information regarding what to do if the entolfee is unable to fill a prescription
because PA is required, but has not been obtained, including information on the
enrollee-initiated PA process;

. Printable education material specific 1o enrollees; and

v, On-line search, by address or zip cods, {0 ocate the network pharmacies nearest
to the enrollee.

A.4.15. Tha Contractor’s system shall be a secure, HIPAA-compliant and data-encrypted electronic system.
The system shall bave. the ability to be easily customized and have interactive communication
capabilities to meet the needs of TennCare and its providers. The Contractor shall provide support
and maintenance of the wabsite and guarantes any data exchange between the Cantractor and
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TennCare or its providers and enroliees shall be secure and compliant with current HIPAA
guidelines concerning data encryption andfor password protection. TennCare shall transmit
_sligibility/enrollment informadion 1o the Contractor by the slandard HIPAA B34 transaction defined
by the TennCare Companion Guide. The Contractor shall use this information to immediately (no
more than two (2) business days) identify those enrollees who have no |imits, have no pharmacy
benefil, or are subject to limils, and make necessary systems changes to process claims
accordingly. The NCPD# 1.1 formats shall be used for encounter reporting sent to TennCare.

A4.16 The Contractor shall participate in Tennessee’s e-Prescribe initiatives, currently involving Rx Hub,
Shared Health and SureScripts. The Gontractor will be required to provide heeded accurate data
files to TennCare, or Tennessee's e-Prescribe partners, initially and on an ongoing basis, in the
format and timeframes agreed to by TennCarg, as required to support e-Prescribe. This may
include, but is not limited to: electronic  formulary files {denoting prefarred an non-preferred
drugs), electronic files denoting drugs requiring prior authorization (including specific PA criteria
for each drug), electronic files denoting drugs and quantily limits  (including specific information
regarding he nature of such limits), weekly encounter files to update the ePrescribe platform, and
links into the Contractor’s web site for PA specific facsimile forms and criteria. The Contractor
shall also coordinate the e-Prescribe initiatives within the pharmacy neswork it is managing
for TennCare.

A.5. Drug Utilization Review and Provider Education

A5.1. Retrospeciive Drug Utilization‘Heview {Retro-DUR)

The Contractor shall provide TennCare with a Retrospective Drug Utilization Review {Retro-DUR)
program. On a quarterly basis, the Retro-DUR system shall trend providers’ preseribing habits and
identify those who practice outside of their peers' norm. The Contractor's Refro-DUR system shall
provide TennCare with provider practice analyses that include identification of prescribers who
routinely prescribe non-preferred drugs. The Contractor's Retro-DUR sysiem shall also identify
patients who may he abusing resources through poly-pharmacy utilization patterns or visiting multiple
providers. The Contractor shall produce reports that detail patient and prescriber frends and that
identify potential quality of care prablems andfor potential fraud and abuse. The Contractor’s Retro-
DUR system's intervention processes shall include, al a minimum, letter-based information to
providers and a system for tracking provider response to the interventions.

The Contractor shall have a gualified dedicated DUR Clinical Pharmacisl prepare presentations and
attend each quarterly mesting of the TennCare DUR Board to present Prospective DUR (Pro-DUR)
and Retro-DUR data, findings, and as utilization data, The DUR Clinical Pharmacist shall be
dedicated solely to the gathering of data, analysis of results, developing recommendations and
presentation of such to TennCare and the TennCare DUR Board. The DUR Clinical Pharmacist shall
schedule and conduct a Pre-DUR meeting with appropriate TennCare staff no iess than four {4)
weeks prior to the scheduled meeting. This pharmacist shall be outside the scope of the staffing
section as noted in Section A.3. No less than ten (10) business days prior to the scheduled DUR
meeting date, the DUR Clinical Pharmacist shall present to TennCare the proposed agenda for
approval and later posting on the TennCare and Contractor's websites in compliance with QOpen
Meetings Act (Sunshine Law) as defined in TCA § 8-44-01 et.seq. No greater than two (2) weeks
after the DUR meeting, the DUR Clinical Pharmacist shaill schedule a Post-DUR mesting with
appropriate TennCare stalf, No greater than four {4) weeks afler the DUR meeting the meetlng
minutes shall be available for review.

The Contractor shall also implement a complete Retro-CUR program to be coordinated and
maintained by the full-ime DUR Clinical Pharmacist dedicated to TennCare and suppotted by
provider educators who are ‘Tennesses-licensed pharmacists and additional clinical reviewers who
are also Tennessee-licensed pharmacists. In addition, the Contracior's dedicated DUR Clinical
Pharmacist shall be responsible for the operation of the DUR Board including the recruitment of DUR
Board members, with consultation from TennCare.
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A.5.1.1. Description of the Operation of the Retro-DUR Proqram -The Contractor shall provide fo

TennCare all necessary components of a Retro-DUR program and shali operationalize
those as foliows:

a.

Establishment of a Drug Utilization Review {DUR) Board as follows:

vi.

The Contractor’s DUR Clinical Pharmacist shall recruit and maintain a DUR Board
composed of five (5) physicians, five (5) pharmacists, one (1) nurse practitioner
alternating with one {1) physician assistant as suggested by the Contractor and
approved by TennCare. The Board composition shall comply with 42 CFR Chapter
IV § 456.716(b). Board participants shall be required to submit a TennCare
approvéd conflict of interest statement on an annual basis. Term lengths shall be
staggered, as necessary, to assure only partial furnover of members in any given
year,

" Selection of DUR Board members shall be based on medical and pharmacy

pxpertise and willlngness to serve in this capacity and provide the services
specified by TennCare in writihg. Members shall be required to be avallable for
quarterly meetings and to review drug information and drug utilization materiais as
necessary to improve patient quality of care, to prevent fraud and abuse, and to
control the costs of drug utllizatlon;

The Contractor shall determine guarterly dales for the DUR Board mestings,
schedule the ‘meeting location and determine the agenda for those meetings.
Minutes for those meetings shall be taken by Contractor and the draft copy shall

_be available for review by the appropriate TennCare staff no greater than {our (4)

weeks after the scheduled DUR meeting. After approval, the draft minutes shall
be disseminated to DUR Board members for approval at the next regularly
scheduled DUR Board meeting. After approval of the minutes they shall be
posted on the TennCare and Coniractor's websites. The DUR Clinicai Pharmacist
shall prepare the following reports/information, at minimum, for presentation al
DUR Board meetings:

{1) TennCare utifizing-members data;

(2) TennCare utilization by age demographics;

(3) TennCare utilization by lop ten (10) therapeutic classes determmed both by
number of claims and by payment amount;

(4) TennCare top ten (10) drugs as ranked by ciaim count and by totat payment;
() Pro-DUR data including totals of Pro-DUR messages sent and savings
assoclated with the top ten (10) drugs associated with each Pro-DUR edit;

(6) Retro-DUR intervention analysis and cosl savings information as assocciated
with both member profile review and interventions and provider profile reviow
and interventions;

(7) Reports and presentations should convey rolling twelve (12 } month trends,

{8) Distribution of Clinical Alerts as prepared monthly by the Contractor's Clinical
Management staff; and

(9) Additional reporis, as requested by TennCare or the DUR Board.

The process of sslecting DUR Board members shall incorporate suggestions
concerning pharmacy providers from the Tennessee Pharmacists Association
(TPA) and physicians with the Tennessee Medical Association (TMA) and/or other

provider associations as designated by TennCare, :

The DUR Clinical Pharmacist shall consult with TennCare to obtain approvat for
the DUR Board appointments,

The primary role of the DUR Board shall be fo provide program oversight and
advice concerning provider education initiatives and current or proposed DUR
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POS edits oullined in 42 CFR § 456.716. Tha DUR Board shall not be involved
with PDL coverage decisions bul shall be notitied of current PDL ¢hanges; and

vit. The Contractor shall send all DUR Board members a letter explaining that the
responsibility for the Retro-DUR program is being transitioned to the Contractor.
Mew members shall receive a Letter of Appointment that specifies the lengths of
the appointment term.

Recruit, maintain, and reimburse a panel of clinical pharmacists sufficient to review
member profiles as noted in section A.5.1.1.e. below. The clinical pharmacists shail
‘recommend appropriale interventions related to each profile reviewed.

Develop, maintain and update a set of evidence-hased clinical criteria that shall meet all
CMS requirements and that -shall be used to detect potential problems such as
polypharmacy and related over-utilization, underutilizalion, drug-to-drug interactions,
therapsutic duplicalions, incorrect drug dosage and duration of treatment, possible fraud
and abuse issues, and other instances of inappropriate drug therapy as may also be
related to a membar's age or disease state.

With input from TennCare and the DUR Board, the Contractor shall determine the focus of
and generate data through the clinical criteria noted in Section A.5.1.1.¢. above for sach of
four {4) quarterly provider profile runs and each of twelve (12} monthly member profile
runs. - Quarterly provider profile reviews shall be completed and results/interventions
distributed to prescribers within ninety (90) days of the end of the quarter. Monthiy
member profite reviews shall be completed and resulisfinterventions distributed to
prescribers within sixty (60) days of the end of the month.

After approval by TennCare of the focus of, and methodology to be uged in, the member
profile reviews, the Contractor shall produce eight hundred (800) member profiles par
month, or a minimum of two thousand four hundred {2,400) member profiles per quarter,
and distribute to clinical reviewers for review and determination of appropriate
interventions o be taken. Any summaries, .correspondence or other documents produced
as a resull of the review process shali be approved by TennCare prior to their distribution.

Afler approval by TennCare of the focus of, and the methodology to be used in, the
provider profile reviews, the Contractor shall produce two thousand, four hundred (2,400)
provider profiles per quarter and determine appropridle interventions to address any
potential problems identified during profile raview., Unllke member profiling, provider
profiles need not reviewed hy clinical reviewers, as they simply detail members for whom a
prescriber or pharmacy provider has prescribed or dispensed a medication under review
for the quarter.

Implement interventions designed to address problems identified during profile
review. Thess interventions shall include at a minimum mailings sent to prascribers or
pharmacy providers, but phone calls or visits may also be conducted if appropriate andg/or
upen the direction of TennCare. Mailings shall consist of an intervention letter to the
prescriber or pharmacy provider detailing the reasen for the letier, the purpose of the
intervention and providing educational information. Member profile(s) illustrating the
potential problem and suggesting corrective. action may also be included, along
with & provider response form seeking input for the value of the intervention, The postage
associated with these mailings shail be reimbursed by TennCare as a pass-through cost.

Maintain a system capable of tracking all interventions, hoth letters and direct
communication, and determining cost savings relaled to the specific intetventions, This
system shall also record input received from providers regarding the value of the
intervention.

The Contractor shall establish and maintain a toll free telephone number and voice mail
box 10 receive provider responses to Relro-DUR notices. The DURA Clinical pharmacist
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shall be responsible for management of call backs from the inquires received through this -
line.

e Report quarterly 1o the DUR Board on monthly member reviews and guarterly  provider
revisws to include interventions taken, responses, and outcomes.

k. Produce an Annual Drug Utilization Review Repeort for the TennCare program using the
annual CMS reguirements as stated in 42 CFR § 456.712.

The Board may request additional reports as ngeded 1o conduct business as provided
hereln.

A5.2. Retro DUR régorting system

a. The Contractor shall provide a reporting syslem that tracks the outcomes of the  Retro
DUR initiatives. TennCare’s Retro DUR initialives are mainly focused on improving care
quality. The Contractor's system shall be able to track the impact of DUR initiatives by
comparing specified data slements pre and post intervention. The data elements tracked
will vary according to the focus of study andfor type of intervention empioyed and may
include, but shall not be limited to:

i Drug change within a sixty (60) or ninety (90) day period of the intervention;

i, Total number of drugs pre- and post- inlervention;

i Change In dose/dosing frequency of medication within a sixty (60) or ninety (80)
day period of intervention;

v, [Jaily dose of drug in question pre- and post- intervention;

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

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

vii. Generic madication ulilization;

viii. Emergency supply frequency;

ix. Prescription limit override frequency;

X. PDL. compliance;

xi. Patient compliance;

Xii. Hospitalizations and/or doctor visits pre and post intervention; and

XJi, Prescription and/or medical costs pre and post intervention.

A.5.3. Provider Education

The Contractor shall develop and implement ongoing educational programs for the TennCare
provider community designed to improve provider awareness of TennCare pharmacy program -
policies and procedures and to assure PRI compllance by prescribers. These educational
initiatives shall include, but not be limited to: provider letters, PDL distribution, POS messaging,
training sessions, website postings of the PDI. and other educational materials for prescribers.
The Contractor shall prepare, for TennCare approvai, provider lelters comtaining information
related to the operation of the TennCare pharmacy program. The Contractor shall prepare and
maintain a document sultable for printing or posting to the TennCare website providing the PDL
listing and all applicable drug prior authorization (PA) criteria including step-therapy algorithms,
Prior authorization criteria and procedures shall be fully disclosed to TennCare. In gach calendar
year during the term of this Contract, the Contractor shall conduct four (4) training sessions
annually related 1o the TennCare pharmacy program in with at least one (1) being in the east,
middle, and west regions of Tennessee. The Contractor shall submit all training material o
TennCare for approval at least sixty {(60) days prior to the training session. If changes are
requested, the Goniractor shall resubmit the training material within ten (10) business days of
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receipt of TennCare’s recommendations. The Conractor shall distribute all Prior Authorization Call
Center toli-free felephone numbers, facsimile numbers, web addresses and e-mail addresses as
well as the appropriate mailing address for prior authorization requests at all provider training

sessions and provider education programs.

a.

The Contractor shail develop notification and education strategies for TennCare providers,

Educational lopics for prescribers shall include, at a minimum: PDL program intent; the

process that was used to develop the TennCare PDL and prior authorization criteria; how
to access and use the PDL; how to access drug-specific prior authorization critetia;
processes for oblaining prior authorization; prescription limits (including the associated
auto-exemption list and the prescriber atiestation process), other POS edits that may
resull in a prior authorization requirement; and the prescriber reconsideration process for
denied prior authorizations. Educational topics for pharmacy providers shall include, at a
minimum all those mentioned in the preceding paragraph as well as the requirements
under the Grier Revised Consent Decree (Modified) and information congerning provision
of the sevenly-two (72) hour emergency supply in applicable situalions.

The Contractor shall provide an information plan deiailing education to TennCare

. providers regarding the TennCare PDL and associated prior authorization programs. The

Contrastor shall provide education and notification processes and methods designed to
increase TennCare PDL compliance rates and minimize transition disruptions.

The Contractor shall assign one of its pharmacy educator pharmacists 1o perform the
duties of in-house development of the Provider Educator program. The Provider Educator
shall be responsible for the execution of the TennCare-approved communication
strategies that shall be developed for TennCare provider groups.

Upon TennCare approval, the Contractor shall develop and produce program malterial to
be provided 1o TennCare for distribution and supplied directly by the Provider Educator to
provider groups. '

The Contractor shall implement the agreed upon communication strategies through direct
invoivement with prescribers and pharmacy providers and a combination of site visits,
telephone support, internet-based application, and direct mail.

The Contractor shalt develop a process or system to capture the activities of the field-
based provider educators. On a guarterly basis, the Contractor shall summarize, review
and offer recommendations to TennCare regarding provider education.

A.B. Prior Authorization Unit

Ab.1.a

The Contractor shail operate a Prior Authorization Review Unit. A prior authorization shall
be required for all non-preferred drugs or utilization of preferred drugs outside of
established guidelines. These established guidetines can include, but are not limited to:
Step Therapy, Clinical Critetia; Pro-Dur edits such as Drug-Gender and Drug-Drug
interactions; quantity limits; etc. Prior authorization services shall consist of prescriplion
review by a licensed pharmacist or pharmacy technician 1o ensure that all predetermined
clinically appropriate criteria have been met before the prescription may be dispensed and

-subsequently reimbursed.  This Unit shall have the capacity to render clinical

determinations, issue notices to requestors and make reconsiderations on a twenty-four
(24} hours-a-day, and seven (7) days-a-week basis for approximately one million, two
hundred thousand {1,200,000) covered lives.

The Prior Authorization Unit shall accept requests for prior authorization by telephone,
facsimile, mail and through a web-based application. Al prior authorization determinations
shall be hased on criteria approved by TennCare, The Prior Authorization Unit shall be
responsible for the entire prior authorization transaction, including initial determinations,
handling complaints and reconsiderations, making final determinations associated with the
TennCare PDL and other approved guidelines or processes and issuing notices in
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accordance with TennCare approved protocols, TennCare shall also approve the
Contractor's process flow and notification format used pricr to implementation or changes.
Operational criterla and updates sha#l also be disclosed to TennCare on-a regular basis,

The Contractor shall provide TennCare with toll-free (in-state and out-of-state) ielephone
and facsimile numbers, appropriate mailing address for prior authorization requests, and
web-site address sixty (60} days pitor to the date the Contractor agsumes full responsibility
for the pharmacy benefits program. This toll-free number shall be transferable to
TennCare upen termination of this Contract. The Contractor shall also distrinute thisfthese
number(s) to providers at al training and provider education sessions. Itis anticipated that
a significant number of the prior authorization requests for the TennCare PDL and other
associated prior authorizations shall be received through the telephone system.

The Prior Authorization Unit shall effectively manage all contacis in an efficient manner.
The Prior Autherization Unit shall provide an automated call distribution system with a
greeting message when necessary and educational messages approved by TennCare
while callers are on hold, The Prior Authorization unit shall install and maintain it
telephone line in a way that allows cails to be monitored remotely by TennCare in real-time
or retrieved if TennCare can provide the date, time, callers number, or enrollee
identification for the purposes of evaluating Contraclor performance. The Prior
Authorization Unit's telephone gresting shall include a message that informs callers that
such monitoring is occuiring,

Call monitoring by a third party, for accuracy and quality of information, shall be available
at the location and from TennCare. '

The Prior Authorization Unit shall ensure that there is a backup telephone sysiem in place
that shall operate in the aven! of an interruption in operations of 10 (ten) minutes or longer,
or other problems so that access to the unit by telephone is not disrupted. The contractor
shall notity TennCare of any system or business interruption that is ten minutes ot ionger
in duration. In no event should the back up telephone system be in an off shore site.

The Prior Authorization Unit shall provide sufficient telecommunicalions capacity to meet
TennCare's needs with acceptable call completion and abandonment rates as specified in
the performance standards below. This capacily shall be scalable (both increasss and
decreases) to demand in the future.

The Contractor shall ensure that qualified personnel responding to prior authorization
requesis are fully trained and knowledgeable about TennCare standards and protocols,
have the capacily to handie all telephone calls, facsimiles and web requests at all times
and have the upgrade ability to handle any additional call, facsimile or web request
volume. The Contractor shall be responsible for adequate staffing and equipment at all
- times, aspecially during high peak times. Any additional staff or equipment needs shall be
the responsibility of the Contractor. The. Prior Authotization Unit shall provide licensed
pharmacists during all hours of unit operation to respond to pharmacy related guestions
that require clinicat interventions, reconsiderations and consuitation, and provide physician
suppo for responses to prior authorization request reconsiderations.

Thé Contractor shall desigh and implement a contact management and reporting system
with capabilities 10 include an electronic recording of ail calls and to provide a complete
record of communication and documents from providers angd other interested parties. The
Contractor shall provide complete online access by TennCare to all computer flles and
databases that support the sysiem for applicable pharmacy programs and develop,
maintain, and ensure compliance with TennCare confidentiality procedures/policies,
including HIPAA raquirements, within the call line department.

The Coniractor shall be respensible for a Quality Assurance program that shalt be in place

o sample calls and follow up calls to confirm the quality of responses, and caller
safisfaction. The Contractor shail be responsible for providing quarterly reporis on the
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AB.2.

outcomes of the Quality Assurance program, and any fraining required to assure
adherence to PA criteria and consistent application of such criteria across all PA Unit staff.

The Contractor's staff shall assist TennCare with the development of clinical prior
authorization review criteria. The Contractor shall develop drug-specific prior authorization
forms for prescribers to use when sending a request via facsimile or via the web. The
prior authorization forms shall be available 10 prescribers via web downlioad or fax-on-
demand. TennCare shall review and approve the PA request forms prior to distribution by
the Contractor.

The Contractor shail develop a process by which evety request for prior authorization is
handled with the same procedure. This may be done by developing an algorithm/hierarchy
for every PA that can be requested or other process deveioped by the Contractor and
approved by TennCare.

The Contractor shall be responsible for meeting the following performance standards and
is required to provide reports demonstrating that it has performed as follows:

i. The Prior Authorization Unit shall be available twémynfour {24) hours-a-day, seven
(7) days-a-week, to respond to prior authorization requests, except for prior,
wtitten, TennCare-approved downtime.

i, The Coniractor shall provide sufficient staff, facilities, and technology such that
eight-five percent (85%) of all call line inquiry attempts are answered within thiry
{30) second on a day's basis. Answer percentage rate shall be defined as the
number of calls answarad through the Automatic Call Distibutor -(ACD) line
divided by (total number of ACD incoming calls added to the number of
abandoned calls). The lotal number of abandoned calls shall not exceed three
percent (3%) per day.

iii. Calts shall be answered within thirly {80) seconds. If an automaled voice responss
system is used as an initial response 10 inquiries, an oplion shall exist that allows
the caller to speak directly with an operator. The Contractor shall provide sufficient
staff such that average wait time 10 speak to a live representative shall not be in
-axcess of thirty (30) seconds on a daily basis.

iv, Al call line inquiries that require a call back, including general inquities, shalt be
relurned within one {1) business day of receipt one hundred percent {100%) of the
tims.

The Prior Authorization Unit shalf also process prior authorization requests from
prescribers via facsimile transmission, web-based transmission and U.S. Mail. All forms of
requests shall aiso be responded 1o within twenly-four (24) hours of receipt one hundred
percent (100%) of the time.

Activities of the Prior Authorization Unit shall be summarized and reported to TennCare as
described In section A.10.2 of this agraement, Faiture to meet any of these standards may
resuit in figuidated damages set forth in Attachment A, :

Prior Authorization Process

Upon receipt of a request, the pharmacy technician at the Prior Authorization Unit shall query
patient andf/or drug information. If the request is consistent with the prior authorization and/or
medical necessity criteria approved by TennCare, the technician shall document the request in the
Contractor pharmacy case management system and enter an override in TennCare-POS system
for the appropriate period of time.

If the request is not consistent with the prior authorization criteria or protocols and the presctiber
wishes o have the request escalated, the requast shall be referred to a clinical pharmacist on the
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A.6.3.

A.8.4.

Prior Authorization Unit.  If upon review, the clinical pharmacist finds sufficient justification, the
request shall be documented and an override entered in the TennCare-POS system. If sufficient
lustification is not evident this shali be documented and the request shall be denied. The
Contractor shall generate a netice to the requestor for all prior authorization request deniais as
specified In Section A.11 of this Contract, If the request requires further escalation or the
prescriber requests reconsideration of a denied PA request, the request shall be forwarded to the -
Contractor's physician for reconsideration and final review. A physician shall review ali
reconsideration requests for denials and shall be available by telephone at all times for clinical
sUppoH,

Prier Authorization Reconsideration

The Contractor shall have a reconsideration process, administered.by a board certified physician,
in place available to providers who wish to challenge adverse prior authorization decisions. This
process shall ensure that appropriate decisions are made and communicated to the prescriber
within twenty-four (24) hours of the initial request by a prescriber. The Contractor shall develop
policies and procedures regarding the reconsideration processes. These shall be reviewed and
approved by TennCare priar to implementation. The Contractor shall notify providers of the
reconsideration process with respecl to re-review of adverse prior authorization decisions. The
Contractor shall provide TennGare with monthly reports indicating the number of reconsideration
requests, analysis and disposition.

Enrollee Appeals and Spacial Circumstances

TennCare also requires a reconsideration process when an enrollee appeals a prior authorization
denial. The Contractor's staff shail respond to reconsideration requests from lthe TennCare
Solutions Unit {TSU) within one (1) business day, while maintaining confidentiality of infarmation.
Contractor staff shall be consistently responsive, helpful and courteous when responding to the
inquiries received from the TSL.

In addition to providing a reconsideration determination, upon notice of an appeal from the
TennCare Solutions Unit (TSU), the Contractor shall produce and deliver to the TSU afl pertinent
information regarding that particular prior authorization request by the close of business in two (2)
husiness days.

‘The Contractor shall furnish specific telephone numbers for TennCare Solutions Unit (TSU) staff to

make contact with the Contractor after normal business hours, weekends, and holidays in order to
assure eligibility and coverage issues can be addressed and corrected pursuant to an appseal by a
TennCare enrollee. The Conlractor's supervisory personnel shall be required to respond

- immaediately to inquiries from TSU personnel. TSU may require the Contractor's staff to enter a

A.B.5,

TennCare enrollee’s efigibility information and allow processing of pharmacy claims in “after-hours”
situations, : '

Member-Initialed Prior Authorization Request

The Contractor shall establish a Member-initiated prior authorization process thal allows TennCare

- enhroliees to request a prior authorization when twenty four {24) hours have elapsed since the

claim’s denial at the POS without a prior authorization request being made by the prescriber. The
Contractor shall implement and manage the Member-nitiated Prior Authorization Process as
follows: :

a. The Contractor shall develop a Member Unit for incoming Member telephone calls
tegarding prior authorizations, The Unit shall be fully operational and ready 10 receive
telephone calis on the date the Contractor assumes full responsibility for the pharmacy
benefits program

b. Upon receipt of a Member telephone call, the Contraclor call service rapresentative
(hereinafter referred to as “CSR”) shall authenticate the caller as a TennCare member or
hisfher authorized representative and confirm thal twenty four {24} hours have elapsed
since the provider submitted the claim and received the denial,

41



If the requisite twenty four (24) hours have elapsed, the CSR shall obtain the Member's
cardholder ID number, confirm the name of the drug the Member is requesting for
approval, and the name and contact information of the prescriber. The CSR shall also
note if the Member has previously received this drug.

The CSR shall review the information in the reporting system to verify whether the prior
authorization process has been initiated by the prescriber. if the prescriber has initiated
the process, the CSR shall inform the Member of the status of the prior authorization
request and ask the Member to contact the prescriber for any foltow-up inquiries.

if the prior authotization process has not been initiated by the prescriber, the CSR shall log
a prior authotization request.into the Reporting System based on the information provided
by the Member, The Requester Type shall be iogged as “Patient”. This shall generate a
facsimile to be sent to the prescriber requesting further information to determine if the
Member meets the necessary criteria for the prior authorization to be granted. The
prescriber has three (3) business days from the initial Member telephone call to respond to
the request for further information,

The Contractor shall implement an operational process to identify requests that are still
panding after the three (3) business day pericd has passed. .

At the end of the above process, one of the four following outcomes shall result;

i. The prescriber does not reply to the Contractor within the three (3) business day
periad, If so, the Contractor shall .automatically identify requests that have not
received a response, and shall generale a ietter that shall inform the Member of
the outcome. The Contractor shall generale and mail one of two TennCare
approved letters to the Member. If the Member has not taken the requested drug
recently, the Prior Authorization Denied Notice shall be sent to that Member. If the
Member has taken the requested drug recently, the Prior Authorization Denied -
Continuation of Benefits Notice shall be sent to that Member,

il The prescriber changes the drug initially requested to a drug on the PDL. If so,
the Contractor shall log the outcome of the request into the Reporting System.
The Contractor shall contact the Member to explain this ouicome and shall
generate and mail the appropriate TennCare approved Prescription Change
Notice to the Member.

fil. The prescriber provides sufficient information to grant a prior authorization, If so,
the Contractor shall iog the outcome of the request Into the Reporting System.
The Contractor shall contact the Member to expliain the oulcome and shall
generate and mail the TennCare approved PA Granted Notice to the Member.

iv. The prescriber contacts the Contractor, but the prior authorization request is
denied for lack of clinical support. If so, the Contractor shall generate and mail
one of o TennCate approved letters 1o the Member. if the Member has not
taken the requested drug recently, the Prior Authorization Denied Notice shall be
sent to that Member. if the Member has taken ihe requested drug recentiy, the
Prior Authorization Denied -~ Continuation of Benefits shall be sent 1o that Member.
This shall inform the Member of his/her Continuation of Benefits rights through the
appeals process,

The contractor shall provide sufficient stalf, facilities, and technology such that calls to the
Member-Initiated Prior Authorization Unit achieve daily average speed to answer
performance of eighty-five percent (85%) in thirty (30) seconds and daily call abandonment
rates less than three percent (3%). - .
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AT,

A.6.6. Adminisier Prior Authorization Program for the TennCare PDL

a. Prescriptions for non-preferred drugs shall require prior authorization (PA). A PA shall
also be required for prescriptions thai violate any of a variely of pro-DUR edits and/or are
subjact to clinical criteria or step therapy.

b, The -Contractor shall develop clinical prior authorization review criteria. CMS-approved
reference books as well as current medical literature may be used 1o develop the criterta.
The Contractor shall make all TennCare-approved prior authorization review criteria easily
understood and widely available to TennCare providers through various media. The
Contractor shall also present all prior authorization review criteria to the TennCare
Pharmacy Advisory Committee prior to implementation.

c. The Contractor shall develop a plan for administering the prior autherization program. The
plan shall achieve the objective of compliance with the PDL without unduly disrupting
access to care or increasing provider costs, and demonstrale the means by which this
shall be accomplished.

d. The Contractor shall provide prior authorization serviges tor prescriptions written for non-

preferred drugs or otherwise requiting PA. Prior authorization services shall consist of
prescriplion review by a licensed pharmacist or pharmacy technician to ensure that all
predetermined clinically appropriate criteria have been met before the prescriplion may be
dispensed and subsequently reimbursed.

€. The Coniractor shall have an automated approvat process for prior authorization based on
the member's specific drug history with an emphasis on reduction of transactions and
manual interventions.

i. The Contractor shall ensure that ail prior authorizations conduciaed by telephone meat the
service and quality standards required by TennCare in this Contract.

Pharmacy Help Desk

AT

AT72

A7.3.

AT.4.

The Contractor shall operate a technical Pharmacy Help Desk with the capability to promptly
respond to syslems and claims submission inguities from pharmacies providing. services to
TennCare rocipienis. The hours of operation shall be twenty four (24) hours per day and seven
(7) days per week. [Pharmacy inquities arising from eligibility, henefit and DUR  edits shall be
resclved by this unit. The Help Desk shall also function as a recipient customer service unit after
hours and on week ends and holidays. In ho event should the Help Desk be in an off shore
location.

The Contractor shall provide a toll-free telsphone number with capacity such that daily call
blockage rates do not exceed point twenty-five percent (0.25%). This lof! free number shall be
transferable to TennCare upon contract termination. The Contractor shall provide TennCare with
the Help Desk’s toll free number ‘sixty (60) days prior to the date the Contractor assumes full
responsibility for the pharmacy benefits program. All lelecommunication transaction cost are
included in this Contract.

The Conlractor shall install, operate, monitor and support an automated call distribution_system
that has capabiiily to provide messaging regarding time to live agent pick up, iele-FAQs and fax-
on-demand. The contractor's system shall record alf calls in a digital format. The contractor shall
allow TennCare staff to monitor calls in real-time and hear specific calls made to the Help Desk if
TennCare provides the date, time or callers number.

The Contractor shalt install, operate, monitor and support a contact management system that has
capability to provide the management and ad hoc reporting needs of TennCare. '
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A.8

A.7.5. The contractor shall provide sufficient staff, facilities, and technology such thal the Technical Help
Desk achieves dally average speed lo answer performance ol eighty-five percent (85%) in thirty
(30} secends and daily call abandonment rales less than three percent (3%;).

A.7.6. Al Help Desk inquirles that require a call back shall be returned within one (1) business day of
receipt one hundred percent (100%) of the time.,

A7.7. The Help Desk shall have efficient escalation process with a pharmacist onsite between the hours
of 7:00 a.m. and 2:00 p.m. Central Standard Time, Monday through Friday and 9:00 a.m. to 3:00
p.m. Central Standard Time on Saturdays. Pharmacists shall be on call outside of onsite hours
and able to respond to escalated inquiries with one (1) hour if necessary.

A7.8. The Contractor shall ideniify and maintain a Help Desk agent who is very knowledgeable of the
TennCare program. This agent shall be available twenly four (24) hours per day and seven (7)
days per week. This individual shall assist with devealoping processes that support new initiatives,
providing training ta othar contracior staff, participate in quality improvement activities and serve as
TennCare's point.of contact for priority inquiries. ‘

Pharmacy Network

The Contractor shall establish and maintain a statewide pharmacy provider network of retail, specialty and
Long Term Care Pharmacies, adequate to provide Pharmaceutical services and Pharmacy location sites
available and accessible in accordance with the Terms and Conditions as set forth by TennCare. Other
than those addressed in this Contract, the Contraclor shall not- collect any additional fees, repales,
premiums or revenue from processing TennCare claims. Pharmacies providing pharmaceutical services
solaly through the internet or mail order shall not be included in the nelwork. A Speciaity pharmacy

. hetwork shall be established within the first year of this Contract. The specialty pharmacy network shall be

the preferred provider of cerlain drugs identified by TennCare. The network specialty pharmacy shall agree
to more favorable reimbursement rates on the designated products and possess unique clinical monitoring
and distribution capabilities. Speciaity pharmacy services may be provided through the mail. Retail
pharmacies who offer mail prescriptions as part of their business may be included in the network, subject
to quantity limits of the TennCare benefit,

A.8.1 Access to Services. The Contractor shall maintain a network of pharmacy providers with a
sutficient number of phatmacy providers whe accept TennCare enrollees within each geographical
focation in the state so travel times do not exceed the allotted standard for a particular location.
The Contractor shall consider the following:

4. The anticipated need to have a prescription filled outside the service area;

b, The expected utilization of services, taking into consideration the phatmaceutical needs of
specific TennCare poputations represented in the PBM,;

¢. The numbers and types (in terms of training, experience, and specialization) of pharmacy
providers required to furnish the contracted TennCave services; and

d.  The geographic location of pharmacy providers and TennCare enrollees, considering distance,
travel ime, the means of transportation ordinarily used by TennCare enrollees, and whether
the location provides physica!l access for TennCare enrcliees with disabilities.

The Contractor shall ensure that network pharmacy providers offer hours of operation that are no
tess than the hours of operation offered to commercial enroliees or comparable to TennCare fee-
for-servics, if the pharmacy provider serves only T ennCare enroliees.

AB.2. Neitwork Access. The Contractor shan maintain under gontract & network of pharmacy providers to
provide the covered services such that in urban areas, at least ninaty percent (30%) of TennCare
enrollees on average, live within two (2} miles of a retall pharmacy participating in the Contractor's
network; in suburban areas, at least ninety percent (90%) of TennCare enrollees on average, live
within five (5) miles of a retail pharmacy participating in the Contractor's network; and in rural
areas, a! least seventy percent (70%) of TennCare enrollees, on average, live within fifteen (15)
miles of a retail pharmacy participating in the Contractor's network, Exceplions shall be justified
and documented to the State on the basis of community standards, When requested by
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A.8.3.

A84,

A.8.5.

A.8.6.

TennCare, the Contractor shall make arrangements to provide pharmacy services to enroilees
residing in locations where a suitable network provider is not available,

The Contractor shall submit a monthly Provider Enroliment File thal includes information on afl
providers of TennCare pharmacy services. The report shall include contract providers and all
non-contract providers with whom the Contractor has a relationship. The Contracior shall submit
this report in the format agreed to by TennCare. The Contractor shall submit this report by the
8" of each monih, and upon TennCare request. Each monthly Provider Enrcliment File shall
include information on alf providers of TennCare pharmacy services and shall provide a complete
replacement for any previous Provider Enrollment File submission. Any changes in a ‘
provider's contract status from the previous submission shall be indicated in the file generated in
the month the change became efiective and shall be submitted in the next monthly file.

The Contractor shall be required 1o produce a provider directory that shall be made available on
the Contractors web-page and in print by request. Al provider directories shall be approved by
TennCare prior to the Contractor's distribution. The Contractor shall provide a data file that shall
include current pharmacy provider name, NPI, address(es), telephone numbers fax numbers, and
hours of operation in the format prescribed by TennCare. In addition, the provider information used
to populate the provider directory shall be submitted as a TXT file or such format as otherwise
approved by TennCare and be produced using the same extract process as the actual provider
directory. On a quarterly basis, the Contractor shall also be responsible for updating the pharmacy
provider information in the provider directory.

Pharmacy Notices. The Contractor shall assure that contracted pharmacies comply with TennCare

notice requirements which include, but are not limited to prominent display of TennCare pharmacy
poster and distrtbution of member notices from pharmacist to enroliee upon non-dispensing of a
prescription for which PA Is required. All notices must comply with requirements as provided in the
Grier Revised Consent Decree. Failure to comply may result in damages as described in
Attachment A,

Pharmacy Audit. The Contractor shall establish and maintain a Program Integrity process. The
process shali detect and prevent errors, fraud or abusive pharmacy utilization by enrollees,
pharmacies or prescribers, The Contractor shall also review children’s prescriptions at POS to
screen for possible fraudulent attempts by adult reciplents to obtain prescriptions for themseives.
Pharmacies with aberrant claims or trends shall bo contacted by the Contractor’s statf 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 shall be shared with TennCare. 'Each guarier the Contractor
shall summarize findings from the reports and meet with TennCare tc address program revisions.
Revisions to the desk audit reports and review process shall be provided at no cost 10 TennCaie,
Program Integrity activities shall be summarized and reported to TennCare as described in section
A.10.2 of this agreement,

a, TennCare shall request that the Contractor initiate a field audit when desk audits
consistently identify aberrations that can not be explained by other means or upon
requests from legal 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 o conduct field audits or have an agreement with a
vendor acceptable to TennCare within ninety (90) days of on the date the Contractor
assumes {ull responsibility for the pharmacy benefits program start date. The Contractor
shall conduct ten (10) field audits per quarter.

h. Verification of Benefils (VOB) Lelters ‘

i Each month, five hundred (500) randomly selecied recipients shall be sent a letier
requesting their reply to confirm whether they received the prescriptions processed
in the preceding month and identified in the letter.

ii. The process of identitying the claims for inciusion is as follows:

(1) Only paid claims adjudicated during the previous month shall be included
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AB.7.

A.B.8.

A.8.9

A.8.9.1.

A.B.8.2.

AB.9.3.

(2) Medications shall be in one of the classes identified on the "inclusion list”
to be finalized by the parties; and
(3) Up to five (5) claims shall be included for each recipient. Once a recipient
has been mailed a VOB leiter, they shall be exempted from the VOB
lettering process for the following six (6) months.’
i, TennCare may request to include claims from up 1o 5 speciflic pharmacies during
each month’s run.

C. E£ach mailing shail include a double-sided document including the letter on the front page,
with the claim detail and signature line on the hack, as well as a postage paid envelope for
the recipient to use for the return maiting. The letters must be preapproved by TennCare.

d. TennCare shall be responsible for postage related 1o the mailing of these letters, as well
as the return postage.

6. VOB responses shall be followed up on by the Contractor’s audit unit and the Contractor
will provide TennCare with a quarterly report on the findings from the responses.

Non-Network Providers,  Pharmacies providing services to enrollees without a Provider Service
Agreement are nen-network providers. These providers may be reimbursed at a lower rate than
network pharmacy providers. However, if the Contractor's network is unable to provide necessary,
pharmacy services covered under this Contract to a particlar enrollee, the Contractor shall
adequately and timely cover these services out-of-network, at a network rate, for as long as a
network pharmacy provider is unable fo provide services. The non-nelwork pharmacy provider
shall coordinate with the Contractor with respect to payment, establishing a Sole Service
Agreement as described in Attachment A, The Contractor shall ensure that co-pay cost to the
enrolles is no greater than it would be if the services were furnished within the network. Under
T.C.A. § 56-7-2358, the Contractor may not deny any licensed pharmacy or licensed pharmacist
the right to participate as a participating provider in any policy, contract or plan on the same lerms
and conditions as are offered to any other providers of pharmacy services under the policy,
contract or plan,

The Contractor shall participate In the State’s efforts to promote the delivery of services in a
culturally competent manner to all eniolleas, inciuding those with Limited English Proficiency and
diverse cultural and ethnic backgrounds.

Provider Service Agreements. The Contractor shall assure the provisicn of all covered Pharmacy
services specified in this Contract. The Contractor shall enter into agreements with providers who -
shali provide pharmacy services to the enroliees in exchange for payment from the State for
services rendered. The Contractor should make every effort to enter into pharmacy provider
agreements with those entities whose practices exhibil a substantive balance between TennCare
and commerclal customers. Provider agreements shall be betwesn the pharmacy provider and
Contractor, not between the pharmacy provider and TennCare. .

The Contractor shall submit one capy of all template pharmacy provider agreements and copies of
the face and signalure pages in an electronic format agreed to by TennCare of all execuled
agreements to TennCare. This information shouid be refreshed annually or upon TennCare's
request. .

The Contractor shalf execute provider agreements wilth participating pharmacies that maintain all
federal, state and local licenses, certifications, and permits, without restriction, required to provide
pharmaceutical services to TennCare enroliees and shall comply fully with all applicable laws and
regutations. Furither, all template pharmacy provider agreements and revisions shall be approved in
advance by the TennCare pharmacy program and the Tennessee Department of Commaerce and
Insurance. ‘ ‘

All pharmacy provider agreements executed by the Contractor, and all pharmacy provider
agreements exacuted by subcontracting entities or organizations, pursuant 1o this Seciion
shall, at & minimum, meet the following requirements and no other terms or conditions
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agreed to by the Contractor and pharmacy provider shall negate or supersede the

following requirements:

a.

Be in writing. Al new pharmacy provider agreements and existing pharmacy provider
agreements as they are renewed, shail include a signature page that contains Contractor and
provider names, that are typed or legibly wrillen, provider company with titles, dated
signatures of all appropriate parties and all provider identifiers (i.e., tax identification number,
DEA number, NP! number, etc.). Pharmacy providers shall not be allowed to modify the
agreement as approved by TennCare. Any agreement submitted with alterations shall be
rejected by the Contractor and returned {o the submitting pharmacy provider.

Specify the effective starting date of the pharmacy provider agreement.

Specify in the pharmacy provider agreement that the agreement and its _
attachments contain all the terms and conditions agreed upon by the partias.

Assure that the pharmacy provider shall not enter into any subsequent agreements or
subcontracts for any of the work contemplated under the pharmacy provider agreement
without approval of the Coniractor.

Specify that pharmacies may not refuse to provide pharmacy services to TennCare
members solely because the member is unabie to pay co-payment, as required-by federat
taw. Refusal of services due to lack of co-payment shall be grounds for dismissal of the
pharmacy provider.

Specify that pharmacy providers may be asked to be the exclusive pharmacy for fock-in

-enrollees. The pharmacy provider shall not be required to continue providing services 1o an

enrollee with whom the provider feels he/she cannot establish and/or maintain a
professional relationship.

Provide that pharmacists shali assist TennCare enrollees to comply with the following:
TennCare PDL, Step Therapy and prior authorization requirements, resolving point-of-sale
{POS) edits and other activilies to allow the enrallees to optimize the benefit.

Ensure that the pharmacy provider is not currently nor has ever been sanctioned hy HHS-
OlG and is prevented from participating in a federally-funded program such as TennCare.

Verify that the pharmacy provider continues 1o be properly licensed by the State Board of
FPharmacy. ‘ ‘

Specify pharmacy provider cooperation with all utilization review management, quality
assurance, peer review, and other similar programs,

Require that an adequaie record system be maintained for recording services, servicing
pharmacy, charges, dates and all other commonly accepted information- elements for
services rendered to enrollees pursuant 1o the agreement (including but not limited to such
records as are necessary for the evaluation of the guality, appropriateness, and timeliness
of services petformed under the Pharmacy Agreement). This shall include the
maintenance of a signature log that shall list the reciplent’s name, date the prascription{s)
is/fare picked up, and the prescription number(s). TennCare enrollees and their
representatives. shall be given access to their pharmacy records, to the extent and in the
manner provided by Tennessee Code Annotated §§ 63-2-101 and 63-2-102, and be given
copies upon request;

Require that any and all records be maintained for a period not fess than five (5) years
from the close of the agreement and refained further if the records are under review or
audit unlil the review or audit is complete. Said records shall be made available and
furnished immediately upon request for fiscal audit, medical audit, medical review,
utilization review, and other periodic monitoring upon request of  authorized

47



reprasentative of the Contractor or TennCare and authorized federal, state and
Comptroller petsonnel.

Provide that TennCare, U.S. Department of Health and Human Services, Tennessee State
Board of Pharmacy, Tennessee Bureau of Investigation(TBI) State auditors, and other
agencies as designated by TennCare shall have the right o evaluate through inspection,
whether announced or unannounced, or other means any recoids perinent to this
Contract including quality, appropriateness and timeliness of services and such evaluation,
and when performed, shall be performed with the cooperation of the pharmacy provider.
Upon request, the pharmacy provider shall assist in such reviews including the provision of
complete copies of prescription records, reports or any other media whether efectronic or
hardcopy.

Provide for monitoring, whether announced or unannounced, of services rendered
to enrollees sponsored by the Contractor and that services are compliant with all
decrees, court orders, or judgments that are required of TennCare,

Whether announced or unannounced, provide for the participation and cooperation in any
internal and external quality management, quality improvement, utilization review, peer
review and appeal procedures established by the Contractor and/or TennCare.

Specify that the Contractor shall monitor the quality of services delivered under the
agraement and initiate corrective action where necessary o improve quality of care, in
accordance with that level of care that is recognized as acceptable professional practice in
the respective community that the pharmacy provider practices and/or the standards
astablished by TennCare,

Require that the pharmacy provider comply with corrective action plans initiated by the
Contractor of be subject to recoupment of funds, termination or other penalties determined
by TennCare.

Provide for submission of all raports and clinical information required by the Contractor,

Require pharmagey providers safeguard information about enrollees according to applicable
state and federal laws and all HIPAA regulations including, but not limited to 42 CFRR §
431, Subpart F, and_all applicable Tennessee statutes and TennCare rules and
reguiations, in no event may the Contractor provids, grant, allow, or otherwise give, access
unless autharized by TennCare, The Contractor shall assume all liabiiites under both state
and federal law in the event that the information is disclosed in any manner.

Provide the name and remittance address of the official payee to whom payment shali be
made.

Provide for prompt submission of information needed to make paymant,

Provide for payment to the pharmacy provider upon receipt of & clean claim properly
submitted by the pharmacy provider within the required time frames specified in T.C.A. §
56-32-226 and Section A.2.2.1 of this Contract.

Specify that the pharmacy provider shall accept payment or appropriate denial made by the
Contractor (or, If applicable, payment by the Contractor that Is supplementary to the
enrollee’s primary payor) plus the amount of any applicable cost sharing responsibilities, as
payment in full for covered services provided and shall not solicit or accept any surety or
guarantee of payment from the enrolles in excess of the amount of applicable ¢ost sharing
responsibilities. Enrollee shall include the patient, parent(s), guardian, spouse or any other
legally responsible person of the patient being served.

Specify that at all times during the term of the agreement, the pharmacy provider shall
indemnify and hold TennCare harmless from ali claims, losses, or suits refating to activities
undertaken pursuant to the Contract between TennCare and the Contractor. This
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indemnification may be accomplished by incorporating Section 4-20 of the TennCare/MCO
Agreement available at atp://www.tennessea.gov/TennCare/providers/TCBHOMCO himl in its
entirely in the pharmacy provider agreement or by use of other language developed by the

aa.

bb.

Ge.

dd.

ee,

ff.

99.

Contractor and approved by TennCare.

Require the pharmacy provider o secure all necessary liability and malpractice insurance
coverage as is necessary to adequately protect the Plan's enyollees and the Contractor
under the agreement. The pharmacy provider shall provide such insurance coverage at all
times during the agreement and upon execution of the pharmacy provider agreement
furnish the Coniractor with written verification of the existence of such coverage.

Provide that any changes in applicabie federal and stale laws, TennCare rules and
regulations or court orders, and revisions ¢l such laws or reguiations shall be foliowed as
they become sifective. it changes in the agreemaent result from revisions and/or applicable
federal or state law materially affect the position of either party, the Contracior and
pharmacy provider agree to negotiate jurther any amendment as may be necessary to
correct any inequlities.

Specify procedures and criteria for any alterations, variations, modifications, waivers,
axtension of the agreement termination date, or early termination of the agreement and
specify the terms of such change. if provision does not require amendments be valid only
when reduced 1o writing, duly signed and altached to the original of the agreement, then
the terms shall include provisions allowing at least thirty {30) days to give notice of

‘rejection and requiring that recelpt of notification of amendments be documented (e.g.,

Certitied Mall, facsimite, hand-delivered receipt, etc).

Specify that both parties recognize that in the svent of termination of this Contract between
the Contractor and TennCare for any of the reasons described in Section E. 5 of this
Contract, the pharmacy provider shait immediately make available, to TennCars, or its
designated representative, in a usable form, any or all records, whether medicai or
financial, related 1o the pharmacy provider's aclivities undertaken pursuant to the
Contractor/pharmacy provider agreement. The provision of such records shall be at no
expensa to TennCare. '

Include. provisions for resolution of disputes either by arbitration or another process
mutually agreed to by the parties. Specify the TennCare Provider Independent Review of
Disputed Claims process shall be available to providers 1o resolve claims denied in whole
or in part by the Conlractor as provided at T.C.A.§ 56-32-226(b).

Specify that the pharmacy provider shall be required to accept TennCare reimbursement
amounts for TennCare covered services provided under the agreement between the
pharmacy provider and Contractor to TennCare enrollees for TennCare covered services
and the TennCare reimbursement shall be consldered payment in full.

Specify that the Contractor shall give pharmacy providers prior written notice of a
determination that a reduction in the provider fee schedule is necessary to remain with the
maximum liability of this Contract and further, specify that the contractor shall give
pharmacy providers thirty {30) days prior written notice of said reductions and the
pharmagcy provider shall agres io the adjusted rates;

Specify that a pharmacy provider shall have no more than ninety (80) calendar days from the
date of rendering a health care service to file an initial clainy with the Contractor except in
situations regarding coordination of benefits or subrogation case that the pharmacy provider
is pursiing payment from a third party or if an enrollee is enrolled in the plan with a
retroactive eligibility date. '

Ensure that the pharmacy provider shall use the best available information to identify
recipients with primary insurance other than TennCare. In this case, the pharmacy shall
subinit NCPDP compliant coordination of benefit claim to the primary insurer and YennCare.
TennCare Is always the payor of last resort. In situations of enrollment in the plan
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qq.

with a retroactive eligibilily date, the minimum and maximum time frames for fifing a claim
shall begin on the dale that the Contractor receives notification from TennCare of the
enroliee’s eligibifity.

Specity that the pharmacy provider shall comply with the appeal process ag provided in the
Grier Revised Consent Decree including but not limited 1o assisting an enrollee by
providing appeal forms and contact information including the appropriate address for
submitting appeals for state level review. Specify that the pharmacy provider shall dispiay
notices of TennCare enrollee right to appeal adverse decisions affecting services and
other applicable notices in public areas of their facility(ies) in accordance with TennCare
rules, 1200-13-13-.11 and 1200-13-14-.12,

Specify that the pharmacy provider shall be compliant with Section 6032 of the Deficit
Reduction Act of 2005 (DRA) with regard to policy development, employee training and

whistle blower protection related to The False Claims Act, 31 U.5.C. §§ 3729-3733, ef seq.

Specxfy that the pharmacy provider shall inform recipients of their options and submn
emergency seventy-two (72} hour claims when requested.

Require that if any requirement in the pharmacy pfovider agreement is determined by
TennCare to conflict with the Contract between TennCare and the Contractor, such
requirement shall be null and void and alt other provisions shall remain in full force and
sffect.

Specify that in the event that TennCare deems the Contractor is unable to timely process
and reimburse claims and requires that the Contractor to submit pharmacy provider claims
for reimbursement to an alternate claims processor ¢ ensure timely reimbursement, the
pharmacy provider shall agree to accept reimbursement at the Conlractor's contracled
reimbursement rate or the rate established by TennCareg, whichever is greatet,

The Contractor shall give TennCare and the Tennessee Depariment of Commerce and
insurance, TennCare Division, immediate notification in writing by Certified Mail of any
administrative or legal action or complaint filed regarding any claim made against the
Contractor by a pharmacy provider or enrollee that is related to the Contractor's
responsibifities under this Contract inciuding, but not fimited to, notice of any arbitration
proceedings instituted between a pharmacy provider and the Contractor, The Contractor
shall ensure that all tasks related to the pharmacy provider agreement are performead in
accordance with the terms of this Contract.

Specify that the pharmacy provider warrants that no amount shall be paid direclly or
indiractly 1o an employee or official of the State of Tennessee as wages, compensaticn, or
gifts in exchange for acting as an officer, agent, employee, subcontractors, or consultant to
the pharmacy provider in connection with any work contemplated or petformed relative to
the agresment unless otherwise authorized by the Commissioner, Tennessee Department
of Finance and Administration,

Specify that the pharmacy provider agrees, warrants, and assures that no person shalt be
excluded from participation in, be denied benetits of, or be otherwise subjected to
discrimination in the performance of this contract or in the smployment practices of the
pharmacy provider on the grounds of disability, ‘age, race, coior, religion, sex, national
origin, economic status, payment source, or any other classification protected by federal,
Tennessea State constitutional, or statutory law.

The Provider Agreement shall provide for arbitration of disputes between the Contractor
and the Provider., Sampile language thal may be used is as follows:

Any controversy or claimn arising out of or relating to this Contract,
or braeach thereof, shall be seiited by arbitration in accordance
with the Rules of the American Arbitration Association, and
judgment upon the award may be entered in any Court having
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jurisdiction thereof.” The parties are free to customize and refine
the basic arbitration procedures to meet their particular needs.

. The Provider Agreement shall provide for dispute resolution between the Contracior and
the Provider. Sample language that may be used is as follows:

It is the intent of the parties that any controversy or claim arising
out of or refating to this Contract, or breach thereof, shall be
resolved by dispute resolution. The parties agree that should any
dispute or controversy arise, the tollowing steps toward resolution
will be immediately taken: elther party may initiate dispute
resolution procedures by sending a certitied or registered letter to
the other parly selting forth the particulars of the dispute, the
terms of the contract involved, and a suggested resolutions of the
proeblem; the recipient of the letter must respond within thirly (30)
days with an explanation and response {o the proposed solution;
if the correspondence does not resolve the dispute, then the
parties shall mest on at least one occasion and attempt to
resclve the matter. The meeting should be in the county of the
pharmacy; if this step does not produce a resolution then the
parties agree to mediate or arbitrate the dispute. The parties are
free to customize and refine the basic mediation and arbitration
procedures 1o meel thelr particutar needs,

8S. Require the pharmacy providers to distribule the Prior Authorization Required form to
enroliees whenever a prescription can not be filled due {o a prior authorization
requirement. :

" A.8.9.4 The Contractor shall ensure provider compliance with federal Law, when implemented, requiring

A.8.10

AB11.

A8.11,

AB12,

that written prescriptions only be filied if they are presented on an approved tamper proof form.
Failure of Provider to follow this law shall be grounds for dismissal from the network

Network Deficlency

Upon Notification from TennCare of a network deficiency, which shall be based on the Terms and
Conditions for Access of the TennCare Waivers, the Contracior shall immediately provide written
notice to enrollees living in the affecled area of a provider shortage in the Contractor's network.
The notice content shall be reviewed and approved by TennCare prior to distribution.

Provider Sble Service Agreements

The Contractor shall assure the provision of all covered Pharmacy services specified in this
Contract. When necessary to fulfill the terms of this agreement, the Contractor shall enter into
short term agreements with non-network pharmacy providers who shall provide pharmacy services
to the enrcllees for a specified period in exchange for payment from the Contractor for services
rendered. The Cantractor shall make every effort to enter into pharmacy provider agreements with
those entities under the same rules and regulations as oullined in the pharmacy Provider Service
agreement for In-Network pharmacy providers. ,

Return of TennGare-Specific Data

At termination of this Contract, whether or not before the Contract termination date, the Contractor
shall deliver 1o TennCare in a TennCare-approved format, a list of the current provider network
ineluding, but not limited to demographic and credentialing information.

The Contractor shall have in place written policies and procedures far the selection and/or
retention of pharmacy providers and policies and procedures shall not discriminate against
particular pharmacy provider that service high risk populations or specialize in conditions that
require costly ireatment.
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A.S.

A.8.13. Should the Contracior decline to include individual or groups of pharmacy providers in its network,

it shall give the aflected pharmacy providers wrilten notice of its decision.

Staffing

The Contractor shall have fotal responsibility for hiting and management of any and all Contractor staff as
determined necessary to perform the services in accordance with the terms of this Contract and shall
provide a proposed siaffing plan for review and approval by TennCare. The Plan shali include at a

* minimum, key staff identiied below and corresponding job descriptions. The Contractor's failure to provide

and maintain key staff may result in liquidated damages as set forth in Altachment A.

A9t

A92,

A9.3.

A.04,

A5,

Staff Requirements

a, The Contractor shall provide to TennCare documentation verifying that all staff employed
by the Contractor or employed as a sub-contractor are licensed to practice in his or her
area of specially. This documentation shall be supplied at the execution of this Contract
and annually thereafter, due on September 15 of each year of the Contract. Failure to
provide documentation verifying that all staff employed by the Coniractor, or employed as
a sub-contractor are licensed may result in liguidated damages as set forth in Attachment
A.

b. The Contractor shalf provide TennCare with copies of resumes and job descriptions for all
persons employed under this Contract. TennCare reserves the right, at its sole discretion,
to request dismissal of Contractor staff and sub-contracted staff, for services under this
Contract only, from this project based on performance deficiencies and/for lack of
knowladge, skilia or demonstrated expertise necessary o perform contracted activities,

C. The Contractor shall reallocate staffing resources based on current TennCare program
needs and current TennCare structure. Such reallocations may be requested of the
Contractor by TennCare managsement,

d. *  The Contractor shall ensure that all Contractor staff and sub-contracted staff are trained
and knowledgeable regarding all applicable aspects of the TennCare Pharmacy Programs.

3 " The Contractor shall employ competent staff in all key positions listed below. If any key
position becomes vacant, the Contractor shall employ an adequate replacement within
sixty (60) days of the vacancy unless TennCare grants an exception to this requirement.
Failure to fill vacancies within 60 days may result in liquidated damages as set forth in
Altachment A,

A training plan shall be submitted and approved by TennCare within ten {10} business days of the

execution of this Coniract. Contractor shall be responsible for providing training to any newly hired

Contractor stalf and sub-contracted staff prior to those individuals performing any reviews.

Training for newly hired Contracted staff and sub-contracted staff shall be approved by the Chief

Phanmacy Officer at least seventy-iwo (72) hours in advance.

The Contractor shall provide staff that is current and knowledgeable in their respective areas of

expertise. This staif shall provide quality consultation and technical assistance services regarding

ali matters pertaining 1o pharmacy benefits.

The Contractor shall, at a minimum, have at least fifty percent (50%) of its stafl in the core

disciplines available during the hours of 8:00 a.m. to 4:30 p.m. Central Slandard Time, Monday

through Friday, as required o fulfill the scope of services specified in this Contract. If the

Contractor is not adequately staffed, TennCare may assess liquidated damages of two thousand,

five hundred doilars {$2,500) for each occurrence,

Staff Dedicated to TennCare
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Pharmacy Confract Project Director and Staff

The Contractor shall designate and maintain, subject to TennCare approval, a Project Director for
this Contract who has day-to-day authority to manage the total project. The Project Director shall
be readily availabie to TennCare staff during regular working hours by working onsite at least
seventy-five percent (75%) of the time within the TennCare Bureau. The Project Director shall be
ong hundred percent {100%) dedicated to the TennCare Pharmacy Program. The Contractor's
staff addressed herein shall be available 1o attend meetings as requested by TennCare. TennCare
shall provide office space for the Contractor's onsite Pharmacy Project Director and staff. The
Contractor shafl maintain sufficlent levels of staff including supervisory and support staff with
appropriate training, work experience, and expertise to perform all contract requiraments on an
ongoing basis including but not limited to the following personne!, ai of whom shail be dedicated
ong hundred percent (100%) to TennCare.

a. Twao (2) clinical pharmacists on site;

b. Four (4) provider educator pharmacists located in Tennessee. Thige of these educators
' shall be field based in each of the regions of Tennessee and one office based on site. The
Nashville based provider educator may serve as the presenter at Retro-Dur meetings due

1o the proximity to the Nashville location;

¢, One (1) data research analyst located on site;
d. One (1) program coordinator focated on site;
8. One (1) system fiaison located in contractors home office and available on site upon

request from TennCare, and

f. One (1) contract manager located in contractors home office, and available on site upoh
request from TennCare.

-A10. TennCare Reporting Requirements

The Contractor shali submit accurate and complete reporls to TennCare as described through this
Contract.  Reports shall meet the content, format and method of delivery requirements of TennCare,
TennCare requires that all management reports be provided in accordance with the time frames set forth in
the Performance and Deliverables section in Attachment A,  Falilure to provide reports as described herein
may result in liguidated damages as set forth in Attachment A. Alf reports, analyses, and/or publications
developed under this Contract shall be the property of TennCare. TennCare reserves the right to change
reporting requirements and request ad hoe reports. All reporting shall be. delivered through a web-based
report library that can be imported to Microsoft Excsl.

A10.4-

4

Management Reporis

The Contractor shall provide TennCare with industry standard utilization and financial management
reporting. The Conttactor's management reporls shall provide a summary of drug costs by
therapeutic calegory, by top ranked drugs, and by benefil categories. Reports shall include, but
not be limited to: .

Financial summary with change trend

Utilization statistics

Claim processing volume, processing time and other statistics;
GCost trend reports

Fraud detec Investigation activity

PUR reportts {retrospective and prospactive)

PDL reports -

Prior Authorization

SeroaoTe
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Call Center metrics

Grigvance, appeal volume, disposition and aging
Prescriber profiles

Rebatae reports

MAC savings repon

Pharmacy Access reports

An electronic file of priced or paid claims

All other reports referenced in the RFP

A10.2. In addition to standard management réports, the Contractor shall provide the following additional
capabilities and custom reporis in a format agreed to by TennCare:

a.

Clinical Initiative Reports - As clinical programs are implemented, the Contractor's staff
shall coordinate with TennCare 10 define additional reports to gauge the effectiveness of
various clinical initiatives, including movement of market share within given therapeutic
categories of the TennCare PDL. The criteria and format tor clinical initiative reporting
shall be mutually agreed upon by TennCare and the Contractor. The Contractor’s
utilization management reporling package shall be customizable to meet TennCare
program analysis neads.

Ad Hoc Feports - The Caniractor shall be able to provide, at no extra cosl to TennCare ad
hoc reports that shali assist in managing the pharmacy benefit for TennCare members.
Ad hoc reports shall be provided in a format agreed to by the TennCare and on a
reasonable timelable.

Decision Support Tools - The Coniractor shall alse furnish TennCare staff with access to a
decision support system ([D8S) that shall allow user defined queries to address managetial
concerns that would normally be requested in an ad hoc report. The capability shall not
diminish the Contractors responsibility for responding to requests for ad hoc reports.

TennCare Staff Onlfine Access - The Contractor shall provide the TennCare staff and their
designees individual access 1o the Contractor's POS claims system, prior authorization
system, decision support system and other information systems as necessary via an
oniine, real time connection at no additional cost.

Emeargency Supply Aggregate PReports - The Contractor shall provide TennCare with
monthly emergency supply aggregate reports that list the top 100 pharmacies entering
emergency supplies and the top one hundred (100) prescribers associated with those
ovefrides. The repotts shal also include the top one hundred (100) drugs associated with
emergency supplies as well as summary totals of overrides. The emergency supply
reports shall be delivered to TennCare in electronic format via web-based report library, as
desctibed by TennCare. '

Emergency Supply Agdregate Interventions _and. Prior Authorization Operations — On a
weekly basis, the Contractor shall monitor ail emergency supply overrides performed by
dispensing pharmacists at the point-of-sale, pursuant to the policy regarding dispensing of
drugs not listed on the TennCare PDL and identify the top one hundred {100) prescribers
of non-preferred drugs that were filled during the previous week.

Monihly Claim_Activity Reports - The Contractor shall produce reports that identify the
numbers of, and reasons for, claims adjudicated-paid and adjudicated-denied (according
to the TennCare definition of these terms). Reports shall separate claims by TennCare-
defined provider type. Reports shall include, but not be limited to: billed amounts; paid
amounts; basis of cost; quantity, days supply; generic drug name; generic drug code;
recipient information; prescriber information; etc.  In addition, claim activity reports shalil
identify paid, denied or rejected claims for each problem type and drug to saiisfy federal
annual reporting requirements to include, but not be limited to: quantity of batch electronic
claimg and paper claims received/processed in reporting period, year 1o date; and quantity
of POS claims received/processed In reporting period, year to date, These reposts shall
be in an slectronic format acceptable to TennCare such as MS Excel®.
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Monthly Bateh Claim Operations Reports - The Contractor shall provide reports of data
entry volumes and types of transactions with daily, weekly and monthly summaries. '

Monthly Pro-DUR Repoits - The Pro-DUR systems capability shail provide operational and
management reporis. The reporis listed below indicate the nature of TennCare’s interests
in this area. The system shall produce reports that identlfy Pro-DUR alett conditions
including, but not fimited to the following: number of messages generated; number of
messages overridden; number of reversals/cancellations/denials; number and types of
interventions by pharmacists, and the outcomes of such interventions; and, number and
doflar amount of claim adjustments and reversals.

i The system shall compile data and produce reports to demonstrate the cost
effactiveness of the Pro-DUR component of the TennCare-POS according to state
specifications and federal reporting requirements.

il The system shall generate Pro-DUR management reporis that summarize alerls
by type, pharmacy, prescribing physictan, and other criteria as required by
TennCare.

iil. The system shall ailow the export of an electronic file or onling system to be used
by TennCare for further ad hoc analysis of Pro-DUR activity. The format and
timing of the production of this file shali be defined during the DDI phase.

Systems Help Desk and Prior Authorization Call Center Activity Reports - The Contractor
shall produce reports on usage of the Systems Help Desk and Prior Authorization Call
Center services, including numbers of inquiries, types of inquiries, and timeliness of
responses.

Prior Authorization Call Center Reporting - Prior Authorization Call Center reporting shall
be provided on a weekly and monthly basis, and, at a minimum, shall include the following:

3 Total hours of daily call center access provided, and any downtime experienced.
il. Call abandonment rate, and average abandon time by day.
ifi, Average answer speed in seconds by day.’

iv. ~ Comprehensive report listing the type and disposition of all requests handled during
the month. Report should provide approval rates by drug and therapeutic class

V. Hequest volume by prescriber and pharmagy, with indication of the key types of
raquesis being raceived, including drug names and categories.

vi.  Average ACD time of calls handtied by day
vii.  Total number of intervention requests received by day.
vill. . Total number of PA requests processed by day.

iX. Total number of PA requests approved by day.

X. Total number of PA requests denied by day.
Xi. Total number of intervention requests recelved by tacsimile by day.
Xit, Tolal number of intervention requests received by U.S. Mail by day.

55



]

xii.  Total number and types of complaints received from TennCare enroliees regarding
any difficulties receiving pharmacy services under the TennCare Pharmacy
Program by day.

Top 100 Narcotic Prescribers Report- Twice yearly the Contractor will report on the Top
50 prescribers of narcotic prescriptions including information needed to foliow up with
Managed Care Qrganizations (MOC) which includes, but is not limited 10, number of
claims, enrollees, enrollee demographic information such as MCQ, and lypes/names of
drugs prescribed.

A.10.3. The Centractor shall produce the monthly PDL compliance reports listed below. Failure to provide
the reports as described below may result in the assessment of liquidated damages as set forth in
Attachment A,

A.10.4,

a,

g

Monthly Cost Savings/Avoidance Report that includes: ulilization shifts by drug and drug
class; cos! savings resulting from changes ih prescribing, by drug and drug class;
compliance with TennCare PDL drug classes by prescribers; expenditure per claim
comparison (monthly/quartetiy/yearly); '

Monthly benefit limit report summarizing the number of recipients and claims encounteting
prescription limits, number of recipients and claims filled from Auto-Exemption list and
number of recipients and claims tHiled through the Attestation process;

Quarterly evaluation of the effectiveness of the TennCare PDL and Prior Authorization
programs, including recommendations for changes to TennCare PDL drugs, the criteria for
review and approval of drugs, and protocols and procedures;

Monthly Supplemental Rebate Negotiations Status Report underway and/or completed, the
status of negotiation outcomes and the product-specific financial impact of the
supplemental rebates on the TennCare PDL,;

Quarterly report on supplemental rebate invoicing including calculations of the net cost of
effected drugs {o TennCare;’

Report an Total Estimated and Projected Future Savings from the TernCare PDL and
Prior Authorization programs (monthly for the initial twelve {12) months of this contract and
quarterly therealter), and

Guarterly reports demonstraﬂr{g the nature and extent of educational interventions to outlier
prescribers and pharmacists and the outcomes of those interventions.

The Contractor shall produce the following Program Integrity reports. Daily reports shall be
produced, reviewed and delivered daily Monday through Friday by 3:00pm CT. Monthly reports
shali be produced and reviewed monthly by ten (10) business days after end of month. Failure to
provide the reporis as described below may result in the agsessment of liquidated damages as set
forth in Attachment A,

a

Ingredient Cost/Prescription Report: This daily report shall identify claims with & total cost that
exceeds seven hundred and fifty dollars ($750) at retail, The claims must be reviewed for
reasonableness by a pharmacist to: identify Incorrect claims submission, for identification
medications for staerage to specialty vendors and for identification opportunities to suggest
utilization management edits or benefit design changes.

Override Report: Daily claims paid with override, prior authorization ot unigue adjunction rule
reporting.

Submiited Units/Rx (lopical dosage forms only) This daily report shall identify claims where
the total quantity exceeds four hundred and eignty (480) units per prescription for topical
products and claims are reviewed by the Contractor for keying etrors, The report shall identify
incorrect claims submission and screen for inappropriate dosing.
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d. Enrollees Using Multipie Prescribers Report shall identify enrollees that exceed five (5)
prescribing physicians per quarter, identify enrollees with potential fack of continuity or conflict
resulting from multiple physician utifization, screen for patterns of medication abuse or
overuse, and identity patients as candidates for MCC medical case management.

e. Enrollee Use of Controlled Substances The report shall screen {or inappropriate, duplicate or
conilicting pharmacaotherapy; screen for potential fraud or drug diversion; and identify patients
for referral to paln management or substance abuse services, The report shall identity
enrollees for pharmacy lock-in initiative. TennCare shall define the report base on the number
of prascribers, pharmacies and percentage controlied substance dose exceeding the
Meximum Daily Dose. The report shall be produced and reviewed monthly by ten {10)
business days after end of month. .

f.  Pharmacy DAW Code Submission The report shall identify claim reimbursement manipulation
by inappropriate uss of DAW codes and Identify pharmacies with DAW claims exceeding
three percent (3%) of generically avaijtable products. Individual claims must be reviewed for
reasonableness. The report shall be produced and reviewed monthly by ten (10) business
days after end of mohth.

g. Pharmacy Claim Reversals Report The report shail identify pharmacies for which ¢laim
reversals may have manipulated payment by excessive reversals or fallure to issue credits:
- Reporis pharmacies whose reversals total grealer the three (3) percent or less than
one percent (1%) of the total submitted prescription claims in a period. The report
shalf be produced and reviewed monthiy by ten (10) business days after end of
month,

h. A report that shall identify pharmacles which are not maximizing generic swiich appariunities
and cost savings,; screen for potential site audit for facility inspection or record keeping; and
identify optimization of generic dispensing opportunities. Generic efficiency shall mean the
number of generic prescriptions dispensed divided by the number of generle prescriptions
pius the number of multi-source brand prescriptions. The calculation shall be based on a
minimum of two hundred and fifty (260) claims per quarter and less than forty percent (40%)
generic utilization. The report shall be produced and reviewed monthly by ten (10) business
days after end of month,

I Pharmacy Submission of Package Size versus Days Supply The repori shall identify claim
manipulation by pharmacies by sereening for invalld correlation between the quantity and
days supply submitted (i.e., eys drops, ear drops, miscellanecus topical preparations). Report
shall identify inconsistencies between package size and days supply for the following: eve,
ear, nasal praeparations, or other miscellaneous topical preparations. The report shall be
produced.and reviewed monthly by ten (10) business days after end of month,

j.  Pharmacy Time of Claims Submission The report shall identify prescription claims submitted
between 10:00 p.m. and 6:00 a.m. and identify the number and type of prescriptions filled
between this time period to evaluate for claim fraud, controlled substance abuse, and drug
diversion.

A.10.5 HIPAA Reporting Requirements - The Contractor shall be required to execute approved HIPAA
Business Agreement with TennCare as set forth in Attachiment D.

A.10.6. The State, at its discretion, may choose to delegate oversight of portions of this contract to other
agencies. The Contractor shail be required to produce reports for other state agencies in a manner
consistent with the terms of the contract.

Communication
A.11.1. Notices

The Contractor shall be required to send individualized notices to enrollees, worded at a six (6")
grade reading level, unless otherwise approved by TennCare. Template notices shall ba
approved by TennCare. Notices should be printed with an assurance of non-discrimination both
inn Engllsh and Spanish that include, but not be limited to:
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- A2,

A11.3.

All4

a. Notification of prescription limits being met;

k. Notification that a Prior Authorization request has been denied, which may or may not
include a pravigion for continuation of benefits;

C. Outcomes of a member initialed prior authorization request, which may include;
i.  Prascription change;
ii. PA granted; or
fii. PA denied,

d. Response {o prescriber on outcome of prior authorization request. This may be completed
by utilizing facsimile technology.

These notices shall be mailed dafly, except Sunday, each week. The previous days claims
and/or Prior Authorization requests shall be mailed the following day. Monday mailings shall

. include ietters based on claims denied on Saturday and Sunday. The Contractor shall provide
TennCare with a web-based system 1o search and view individual notices that have been sent.
The Coniractor shall have approval to subcontract the notice process as defined herein with the
requisite approval from TennCare, but in no event shall off shore vendors be utilized. The direct
postage cost for racipient Script Limit denial letters and prior authorization letters shall be a pass-
through item. Failure 1o provide notices may resull in liquidated damages as described in
attachment A. ‘

Prescription Limit Letters The Contractor shall generate, and mail letiers to recipients regarding
claims denied for the Script Limit edit. The extract shall be inclusive of claims that have recaived
the initial denial for exceeding the limit of five (5) scripts per month and/or two (2) brand name
scripts per month, Recipients shall receive a maximum of wo (2) letters monthly, related to the
maximum of five scripts monthly and/or the maximum of two brand scripts monthly, If two (2)
letters are generated in an extract for the same mailing, they shall be mailed as two separate
pieces of mail. TennCare shall draft each of the two (2) possible recipient Script Limit denlal
letters for submission to the Contractor. Recipient letters shall be generated on TennCare
letterhead. The return address on recipient letter mailing envelopes shall be identicat to that on
matiing envelopes for recipient ID cards:

TennCare Pharmacy Program
c/o The Contractor Corp

The Contractor shall open all returned mail from any mailings to enrollees or providers to
determine if the enrollee has moved, if the Contractor has the wrong address and/or if the enroliee
is communicating other information to the Contractor or to TennCare. The Contractor shall track
returned mail and shall report monthly, in a yel to be determined mutually agreed upon format, to

- TennCare the number of pieces of returned mail, the reason the mail was returned and action

taken by the Contractor. Included in this report shall be a list of all enrollees whose mail was
undeliverable due to an incorrect address provided by TennCare. Failure to report monthly 1o the
Bureau or to open and appropriately manage returned mail may result In liquidated damages as
set forth in Attachment A.

The Contractor shall have the right to subcontract this requirement after approval by TennCare.

Contact for Privacy and/or Security Evenl Notice.

Naotification for the purposes of Section A.11 shall be either verbal or in writing and shall be made
by EMAIL or facsimile transmission with recipient confirmation, or shall be made by certified, first
class mail, return receipt requested and postage prepaid, by overnight courier setvice with an
asset tracking system. Any such communications shall be made immediately upon Contractor
becoming aware of the event, but in no event shall contractor wait more than forty-eight (48) hours
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to provide notice. Ali such communicalions made in writing shall be verbaily confirmed within

eight (8) hours of the communication with the recipient or the recipient’s agent.
The State:

Privacy Office

Office of General Counsel
Bureau of TennCare |
310 Great Circle Road
Nashville TN 37243

{615) 507-6855 {(Phone)
(615) 532-7322 (FAX)

The Contractor:

Mike Bennof, Executive Vice President
SXC Health Solutions, Inc.

2441 Warrenville Road

Suile 610

Lislé, IL 60532

mike . bennof @ sxc.com

Telephone # 630-577-3290
FAX # 830-577-3101

All instructions, notices, consents, demands, or other communications shall be considered

effectively given upon receipt or recipient confirmation as may be required above.

A.12, Business Continuity and Contingency Plan — Disaster Recovery, System Bacleup
A.12.1. Business Continuity and Contingency Plan

The Contractor shall deliver a preliminary Business Continuity and Contingency Plan (BCCP)
during the Transition and Implementation activities, and shall update and test this plan as agreed
upon with TennCare. The plan shall be in accordance with state standards as established by the
Tennessee Emergency Management Agency (TEMA) for Continuity of Operations Plan
documentation. The BCCP plan shall establish adequate backup processes for all PBM systems
and operational functions and address the potential impacts of disaster occurrence. Contingency
plans are composed of two (2) fundamental operations - System Back-up and Disaster Recovery.

A12.2,

System Back-up and Disaster Recovery Contractor Reauirements:

a.

The Contractor shall establish and maintain daily back-ups that are adequate and secure
for all computer software and operating programs, databases, files, and systems,
operations, and user documentation (in electronic and non-electronic form) that are
updated on a daily basis.

The Contractor shall establish and maintain a weekly back-up that is adequate and secure
for all computer software and operating programs, databases, files, and systems,
operations, and user documentation (in efectronic and non electronic form).

The Contractor shall develop a pian for physical and system securily that shall identify all
potential security hazards at the physical site, including systems and nelworks, and shall
identify the associated protection plans for the system assets and controls.

The Contractor shall follow afl applicable technical standards for site and system security
during the operation of the system, using best practices as developed by the National
Institute of Standards and Technology (NIST). .

The Contractor shall provide for off-site storage of back-up operating instructions,
procedures, reference files, sysiems documentation, programs, procedures, and
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operational files. Procedures shall be specified for updating off-site materials.

The Contractor shall establish and maintain complete daily back-ups of ali data and
software and support the immediate restoration and recovery of lost or corrupted data or
software.

Disaster planning documentation and procedures shall be approved by TennCare and put
in place before system aperations begin.

The Contractor shall provide for a back-up processing capability at a remote site(s) from
the Contractor's ptimary site, such that normal payment processing, as well ag other
system and TennCare services deemed necessary by TennCare, can continue in the
event of-a disaster or major hardware proplem al the primary site(s),

All proposéd off-site procedures, locations, and protocols shall be approved by the Bureau
in advance.

The Contractor shall clearly document all of the components and file systems that would
be required for a full restore.

The Contractor shalt document batch processes as to sender, recelver, location, process,
dafe and databases updated and have a plan that details how each batch process would
be supporied and carred oul to achieve a full restore,

In the event of a disaster, the Contracior shall specify the respective time frames deemed
reasonably necessary for complete recovery.

Tha recovery period, in the event of a catastrophic disaster, shall not exceed thirty (30)
calendar days.

The recovery period, in the event of a disaster caused by crlmlndl acts or natural disasters,
- shall not exceed ten (10} calendar days.

The Contractor shall take all steps necessary to fully recover the data and/or system from
-the effects of a disaster and to reasonably minimize the recovery period.

The Contractor shall perform back-up demonstrations at no additional cost to the Bureau.
Faiture to successfully demonstrate the procedures may be considered grounds for
termination of this Contract, TennCare reserves the right to waive pait or all of the
demonstrations. In the event the Contraclor's test is deemed by the Bureau to be
unsuccesstul, the Contractor shall continue to perform the test until satisfactory, at no
additional cost.

The Coniractor shall develop a Business Conlinuity and Contingency Plan that identifies
the core business processes involved in the system.

The BCCP Plan shall be available and present at the TennCare site.

The BCCP shail identity péténtial system failures for each core business process.
The BCCP shall contain a risk analysis for each core business process.

The BCCP shall contain an impact analysis for each core business process.

The BCCP shall contain a definition of minimum acceptable levels of outputs for sach core
business process

The BCCP shail contain documentation of contingency plans.
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aa.

bb.

cC.

dd.

8.

ff,

g9.
hh.

Vi

vii.

The BCCP shall contain definition of triggers for activating contingency plans.
The BCCP shall cohtain discussion of establishment of a business resumption team.
The BCCP shall address maintenance of updated disaster recovery plans and procedures.

The BCCP shall address planning for replacement of personnel to include:
Replacement in the event of loss of personnel before o after sighing this Contract;
Replacement in the event of inability by personnal to meet performance standards;

Allocation of additional resources in the event of the Contractor’s inability to meet
performance standards,

Replacement/addition of personnel with specific qualifications;
Time frames necessary for replacement;

Contractor's capability of providing replacements/additions with comparable
expetience; and .

Methods for ensuring timely productivity from replacements/additions.

The system shall maintain appropriate chéckpoint}restan capabilities and other features
necessary io ensure reliability and recovery, including telecommunications for voice and
dala cirouits, and disaster recovery.

The Contractor shall be required to prepare and maintain a Disaster Recovery Plan as part
of the BCCP and provide TennCare with up-to-date copies at least once a year during the
term of this Contract. The disaster recovery plan shall be submitted to TennCare for
approval prior to the systems implementation and whenever changes are required.

The Contractor shall ensure that each aspect of the Disaster Recovery Plan is detalled as
1o both Contractor and TennCare responsibilities and shall satisfy all requirements for
tederal certification. Normal PBM related day-to-day activities and services shall be
resumed wlthin five (8) working days of the inoperable condition at the primary site(s).

The Contractor shiall dedicate two (2) Subject Matter Experts (SMEs) to he onsite to
participale in the disaster recovery drills.

The Contractor shall coordinate with the State 1o demonstrate any near real-time failover
capabillties in the primary data center or between primary and backup data centers in
support of business continuity requirements. Failure'to successfully demonstrate fallover
capabilities may be considered grounds for termination of this Contract, TennCare
reserves the right to watve part or all of the demonstrations. In the event the Contractor's

lest is deemed by the Bureau to be unsuccessful, the Contractor shall continue to perform

the test until satisfactory, at no additional cost to the Siate.

The Disaster Recovery Plan shall address Checkpointfrestart capabilities.

The Disaster Recovery Plan shall address retention and storage of backup files and
software.

The Disaster Recovery Plan shall address Mardware backup for the main processor(s).

The Disaster Recovery Plan shall address network backup for voice and data
telecornmunications circuits.

The Disaster Recovery Plan shall address Contractor provided voice and data
telecommunications equipment.
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mm.

nn.

00.

pp.

qq.

.

The Disaster Recovery Plan shall address the Uninterruptible Power Source (UPS) at both
the primary and alternate sites with the capacity to supporl the system and its componentsk

The Disaster Recovery Plan shall address the continued processing of TennCare _
transactions (claims, eligibility, provider fite, and other transaction types), assuming the
ioss of the Coniractot's primary processing site. This shall include interim suppott for the
Bureau online compenent of the TCMIS and how guickly recovery may be accomplished.

The Disaster Recovery Plan shall address back-up procedures and support to
accommodate the loss of online communication between the Contractor's processing site
and TennCare.

The Disaster Recovery Plan shall contain detailed file back-up plan and procedures,
including the off-site storage of crugial transaction and master files. The plan and
proceduras shall include a detailed freguency schedule for backing up critical files and (il
appropriate to the back-up media) their rotation to an off-site storage facility. The off-gite
storage facility shall provide security of the data stored there, including protections against
unauthorized access or disclosure of the information, fire, sabotage, and environmentai
conhsiderations.

The Disaster Recovery Plan shall address the maintenance of current system
documentation and source program libraries at an off-site iocation.

The Contractor shall provide documentation defining back-up processing capacity and
avallability. Included shall be a prioritized listing of ali of the Contractor's back-up
processing that shall be performed at the back-up processing facility in the event of an
inoperable condition at the primary site. Estimated back-up processing capacity utilization
shall be inciuded for each back-up processing item listed. Documentation shall include
written agreements with the management of the back-up processing facility. Agreements
shall identify duties and responsibilities of all parties involved as well as specify the level of
back-up service to be provided to the Bureau.

The Contractor shall demonstrate the disaster recovery capability for all ctitical system
components at a remote site once during the first year of this Gontract petiod and no less
often than every two (2) calendar years, in accordance with the 45 CFR §95.621(f). The
dermonstration at the remote site shall be performed for all administrative, manual, inpul,
processing, and output procedures functions, and include:

The processing of ene (1) daily and one (1) weekly payment processing cycle, at a
minimum;

A test of alt online transactions:
A test of guery and reporting capability; and

Verification of the results agalnst the corresponding procedures and production
rung conducted at the primary site.

A.12.3. Business Continuity and Contingency Plan Deliverables:

a.

Submit BCCP and Disaster Recovery Plans to the Bureau at least sixty (60) days prior to
assumption of PBM operalions.

Submit a Security Plan within thirty {30) calendar days of Coniract Implementation, and
update annually theraatter,
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B.2.

c.2.

C.3.

CONTRACT TERM:

This Contract shall be effective for the period commencing on June 1, 2008 and ending on May 31, 2011.
The Siate shall have no obligation for services rendered by the Contractor which are not performed within
the specified period. ,

Term Extension. The State reserves the right to ‘extend this Contract for an additional period or periods of
time representing increments of no more than one year and a total contract term of no more than five (5)
years, provided thal such an extension of the coniract term is effected prior to the current, contract
expiration date by means of an amendment to the Contract. If the extension of the Contract necessitates
additional funding beyond that which was inciuded in the original Contract, the increase in the State's
roaximum liabitity will also be effected through an amendment to the Contract, and shall be based upon
payment rates provided for in the original Contract.

PAYMENT TERMS AND CONDITIONS:

Maximum Liabiity. In no event shall the maximum liability of the State under this Contract exceed Thirty
Four Million Five Hundred Thousand Dollars ($34,500,000.00). The payment rates in Section C.3 shall
constitute the entire compensation due the Contractor fot the Service and all of ihe Contractor's obligations
hereunder regardiess of the difficulty, materiais or equipment required. The payment rates includs, but are
not limited to, all applicable taxes, fees, overheads, and all other direct and indirect costs incurred or to be
incurred by the Contractor.

The Contracior is not entitled to be pald the maximum liability for any period under the Contract or any
extensions of the Contract for work not requested by the State. The maximum liability represents available
funds for payment to the Contractor and does not guarantes payment of any such funds to the Contractor
under this Coniract unless the State requests work and the Contractor performs said work. In which case,
the Contractor shall be paid in accordance with the payment rates detailed in Section C.3. The State is
under no obligation to request work from the Contractor in any specific dollar amounts or to request any
work at all from the Contractor during any period of this Contract.

Compensation Firm. The payment rales and the maximum liability of the State under this Contract are firm
for the duration of the Coniract and are not subject to escalation for any reason unless amended.

Payment Methodology. The Contractor shall be compensated based on the payment rates herein for units
of service authorized by the State in a total amount not to exceed the Contract Maximum Liability
established in Section C.1.

a. The Contractor's compensation shall be contingent upon the satisfactory compietion of units,
milestones, or Increments of service defined In Section A, .

b. The Contractor shall be compensated based upon the following payment rates:

(1) . For service parformed from June, 2008, through September 30, 2008, the following rates
“shalt apply:

Amount

Service Description (per compensable increment)

Installation Cost (Paid in Three Equal Instaliments) $0

1/3 Due Thres Months Prior 1o Delivery of Services
1/3 Due Two Months Prior to Dalivery of Services
1/3 Due Upon Delivery of Services
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(@) For service performed from October 1, 2008, through September 30, 2008, the following

rates shall apply:

Service Description

Amount
{per compensable increment)

Monthly Administrative Fee

$ 692,250 / month

Clinical Pharmacist Based in Nashville

$ 16,830/ month

Clinical Pharmacist Based in Nashvilie 16,830 / month
Provider Educator Based in Nashville 16,830 / month
Provider Educator Based in Field 16,830 / month
Provider Educator Based in Field 16,830 / month
Provider Educator Based in Field 16,830 / month

Data Research Analyst Based in Nashville

9,180 / month

Program Coordinator Based in Nashville

13,006 / month

System Liaison Based in Contractor's Home Office

9,180 / month

Contract Manager Based in Confractor's Home Office

PP TR Bl i e ]en

11,476 / month

{8) For service performad from October 1, 2009, through September 30, 2010, the following

1 rates shall apply:

Service Description

Amount
{per compensable increment)

| Monthly Administrative Fee

$ 727,598 / month

Clinical Pharmacist Based in Nashvilie

$ 17,672/ month

Clinical Pharmacist Based in Nashville

$ 17,672/ month

Provider Educator Based in Nashville

$ 17,672/ month

Provider Educator Based in Field

$ 17,672/ month

Provider Educator Based in Field

$ 17,872 / month

Provider Educator Based in Field

$ 17,672 / manth

Data Research Analyst Based in Nashville

$ 9,639/ month

Program Coordinator Based in Nashville

$ 13,656/ month

System Liaison Based in Contractor's Home Office

$ 9,639/ month

Contract Manager Based in Contractor's Home Office

$ 12,049/ month
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(4) For service performed from October 1, 2010, through May 31, 2011, the following rates

shaii apply:

Service Description

Amount
(per compensable increment)

Monthly Administrative Fee

§ 763,877 / month

Clinical Pharmacist Based in Nashville

$ 18,585 / month

Clinical Pharmacist Based in Nashville $ 18,555/ month
Provider Educator Based in Nashville $ 18,555 / month
Provider Educator Based in Fieid $ 18,555/ month
Provider Educator Based in Field $ 18,555 /month
Providet Educator Based in Field $ 18,555 / month
Data Research Analyst Based in Nashville $ 10,121/ month
Program Coordinator Based in Nashville $ 14,339 /month
_Systeh Liaison Based in Contractor's Home Office $ 10,121 / month
Contract Manager Based in Contractor's Home Office $ 12,652 / month

(5) Shouid the Coniract be amended for Extension of Services, for the setvices performad
from June 1, 2011, through May 31, 2012, the following rates shall apply:

Service Description

Amount
{per compensable increment)

Monthly Administrative Fee

$ 802,176 / month

Clinical Pharmacist Based in Nashvifle

$ 10,483 f month

Clinical Pharmacist Basod in Nashville

$ 19,483/ month

Provider Educator Based in Nashville

$ 19,483/ month

Provider Educator Based in Fleld

$ 19,483 / month

Provider Educator Based in Fisld

$ 19,483 /fmonth

Provider Educator Based in Field

$ 19,483/ month

Data Research Analyst Based in Nashville

$ 10,627 / month

Program Coordinator Based in Nashville

$ 15,066 / month

System Liaison Based in Coniractor's Home Office

$ 10,627 / month

Contract Manager Based in Contractor's Home Office

$ 13,284/ raonith
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(6) Should the Contract be amended for Exiension of Services, for the saervices performed
from June 1, 2012, through May 31, 2013, the {ollowing rales shall apply:

Service Description Amount
_ {per compensable increment)
Monthly Adminisirative Fee $ 842,285 / month

Clinical Pharmacist Based in Nashville

$ 20,457 / month

Clinical Pharmacist Based in Nashville

$ 20,457 / month

Provider Educator Based in Nashville

$ 20,457/ month

Provider Educator Based in Field

Provider Educator Based in Fisld

$ 20,457 / month

$ 20,457 [ month

Provider Educator Based In Field

$ 20,457 / month

Data Research Analyst Based in Nashville

$ 11,168 / month

Program Coortdinator Based in Nashville

$ 15,808 / month

System Liaison Based in Contractor's Home Office

$ 11,158/ month

- Contract Manager Based in Contractor's Home Qffice

$ 13,949 / month

C. Rebate Bonus - Per Section A.3.5.2., Annual Rebates far each year of the contract shall he
calculated on the basis of any rebales obtained outside of the OBRA rebates. Annuaily, if the
Contractor exceeds the upper figure of the allowed supplemental rebate percentage range they
shall receive an annual bonus based on the following tabie:

(1%}

Exceed by less than one percent

One hundred thousand dollars
{$100,000)

percent (2%)

Exceed by more than or equal to
one percent (1%), but less

Two hundred thousand dollars
{$200,000)

three percent (3%)

Exceed by more than ot equal to
two percent (2%), but less than

Six hundred thousand dellars ($600,000)

three percent (3%)

Exceed by more than or equal to

One million, fwo hundred thousand
dollars ($1,200,000) -

d. Rebate Bonus - Per Section A.3.5.2., Annual Rebates for each year of the contract shall be
calculated on the basis of any rebates obtained oulside of the OBRA rebates. The Table below
lists the Contractor's Annual Allowed Supplemental Percentage for each year of the contract:

Qctober 1, October 1,
2008- 2000- | oA | June 1,2011- | June 1, 2012-
. September Septembar 20115/ ' | May 31, 2012 | May 31, 2013
30, 2009 30, 2010
Annhual AHowed
Supplemental Rebate 8.35% B.35% B.35% 8.35% 8.35%
Percentage
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C.4.

C.5.

c.s.

Travel Compensation. The Contractor shall not be campensated or reimbursed for travel, meals, or
todging.

invoice Requirements. The Contractor shall invoice the State only for completed increments of service and
{or the amount stipulated in Section C.3, above, and as required below prior 10 any payment,

a. The Contractor shall submit invoices no more often than monthly, with all necessary supporting
documentation, ta:

Bureau of TennCare
310 Great Circle Road
Nashvilie TN 37243

b. The Coniractor agrees that each invoice submitted shall clearly and accurately (all calouiations
must be extended and totaled correctly) detail the following required information.

(1} fnvoice/Reference Number (assigned by the Contractor);

(2) Invoice Date;

(3 Invoice Period (period to which alt invoiced charges are appl;cable)

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

{5) Account Name: Department of Finance and Administration, Bureau of TennCare;

(6) Account/Customer Number (uniquely assigned by the Contractor to the above-referanced
Account Name); -

(7) Contractor Name;

(8) Contractor Federal Employer |dentification Number or Social Security Number (as
referenced in this Contract);

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

(10)  Contractor Remiltance Address;

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

i Service or Milestone Dasctiption (Including name fitle as applicable) of each

] service invoiced;

ii, Number of Completed Units, Increments, Hours, or Days as applicable, of each
service invoiced; _

iil. Applicable Payment Raie (as stipulated in Section C.3.) of each service invoiced;

Iv. Amount Due by Service; and
\ Total Amourd Due for the involce period.
c. The Contractor understands and agrees that an invoice to the State under this Contract shall;
(1) include oniy charges for service degcribed in Contract Section A and in accordance with
payment terms and conditions set forth in Contract Section C;
2) not include any future work but will onily be submitted for completed service; and

(3} not inciude sales fax or shipping charges,

d. The Conltractor 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 tha Substitute W-9 submitted to the State
shalt agree to the Federal Employer Identification Nurmber 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,

Payment of Invoice. The payment of the invoice by the State shall not prejudice the State's right to object
to or question any involce or matter in relalion thersto. Such payment by the State shall neither be
construed as acceptance of any pant of the work or service provided nor as an approval of any of the
amounts invoiced therein.
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Invoice Reductions. The Contractor's invoice shall be subject to reduction for amounts included in any
invoice or payment theretofore made which are determined by the State, on the basis of audits conducted
in accordance with the terms of this Conltract, not to constitute proper remuneration for compensable
services, '

Deductions. The State reserves the right to deduct from amounts which are or shall become due and
payable to the Contractor under this or any Contract between the Contractor and the State of Tennessee
any amounts which are or shall become due and payable to the State of Tennessee by the Contractor,

Automatic Deposits. The Contractor shall complete and sign an "Authorization Agreement for Automatic
Deposit {ACH Credits) Form." This form shall be provided to the Confractor by the State. Once this form
has been completed and submitied to the State by the Contractor all payments to the Contractor, under
this or any other Contract the Contractor has with the Stale of Tennessee shall be made by Automated
Ciearing House (ACH). The Contractor shall not invoice the State for services until the Contractor has
completed this form and submitted It to the State. '

STANDARD TERMS AND CONDITIONS:

Required Approvals. The Siate is not bound by this Contract untll it is approved by the appropriate State
officials in accordance with applicable Tennessee State laws and regulations,

Modification and Amendment. This Contract may be modified only by a wriltten amendment executed by all
parties hereto and approved by the appropriate Tennessee State officials in accordance with applicable
Tennessee State laws and regulations.

Termination for Convepience. The State may terminate this Contract without cause for any reason, Said

. termination shall not be deemed a Breach of Contract by the State. The State shail give the Contractor at

least sixty (60) days written notice before the effective termination date. The Coniractor shall be entitled to
receive compensation for satisfactory, authorized service completed as of the termination date, but in no
event shall the State be liable to the Contractor for compensation for any service which has not been
rendered.  Upon such termination, the Contracter shall have no right to any actual general, special,
incicental, consequential, or any other damages whatsoever of any description or-amount,

- Termination for Cause. If the Contractor fails to properly perform its obligations under this Contract in a

timely or proper manner, ot if the Contractor violates any terms of this Gontract, the State shall have the
right to immediately terminate the Contract and withhold payments in excess of fair compensation for
completed services. Notwithstanding the above, the Contractor shalt not be relieved of liability to the State
for damages sustained by virtue of any breach of this Contract by the Contracior.

Subcontracting. The Contractor shall not assign this Contract or enter into a subcontract for any of the
services performed under this Contract without oblaining the prior written approval of the State. If such
subcontracts are approved by the State, they shall contain, at a minimum, sections of this Contract below
pertaining to "Conflicts of Interest,” "Nondiscrimination,”" and “Records” (as Identified by the section
headings). Notwithstanding any use of approved subcontractors, the Contractor shall be the prime
contractor and shall be responsible for all work performed,

Conflicts of Interest. The Contractor warranis that no part of the total Contract Amount shall be paid
directly or indirectly to an employee or official of the State of Tennessee as wages, compensalion, or gifts
in exchange for acting as an officer, agent, employee, subcontractor, or consultant to the Contractor in
connection with any work contemplated or performed relative to this Contract.

Nondiscrimination. The Contracior hereby agrees, warrants, and assures that no person shail be excluded

- from participation in, be denied benefits of, or be otherwise subjected to discrimination in the performance

of this Contract or in the employment practicas of the Contractor on the grounds of disability, age, race,
color, religion, sex, national origin, or any other classification protected by Federal, Tennessse State
constitutional, or statutory law. The Conlractor shall, upon request, show proof of such nondiscrimination
and shall post in conspicuous places, available to all employees and applicants, notices of
nondiscrimination.
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Prohibition_of lllegal Immigrants. The requirements of Public Acts of 2006, Chapter Number 878, of the
Gtate of Tennessee, addressing the use of illegal immigrants in the performance of any Contract to supply
goads or services {0 the state of Tennessee, shall be a material provision of this Contract, a breach of
which shalt be grounds for monetary and other penaities, up to and including termination of this Contract.

Aa. 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 shal
not knowingly utilize the services of any subcontractor who will utilize the setvices of an illegal
immigrant In the performance of this Contract. The Coniractor shall reaffirm this attestation, in
writing, by submitting to the Stale a completed and signed copy of the document at Attachment C,
hetete, semi-annually during the period of this Contract. Such attestations shall be maintained by
the Contractor and made available to state officials upon reguest.

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

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

d. The Contractor Understands and agrees that failure 1o comply with this section will be subject to
the sanctions of Public Chapter 878 of 2006 for acts or omissions accurring aifter 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 10 have knowingly
used the services of illegal immigrants during the performance of this Contract.

Q. For purposes of this Contract, "illegal immigrant" shall be defined as any person who is not either a
United States citizen, a Lawiful Permanent Resident, or a person whose physical presence in the
United States is authorizéd or allowed by the federal Departmaent of Homeland Secutity and who,
under federal immigration laws and/or regulations, is authorized to be empioyed 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 received
under this Contract, shali be maintained for a period of three (3) full years from the date of the final
payment and shall be subject {0 audit at any reascnable time and upon reasonable natice by the State, the
Comptroller of the Treasury, of their culy appointed representatives, The financial statements shall be
prepared in accordance with generally accepted accounting principles.

Menitoring. The Contractor’s activities conducted and records maintainaed pursuant to this Contract shall
be subject to monitoring and evaluation by the Slate, the Comptroller of the Treasury, or their duly
appointed representatives.

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

Strict Performance. Failure by any parly 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
conslrued as a waiver or relinquishment of any such term, covenant, condilion, or provision. No term or
condition of this Contract shall be held o be waived, maodified, or deleted except by a written amendmem
signed by the paries hereto.

Independent Contractor. The parties herslo, in the performance of this Contract, shall not act as
employees, partners, joint venturers, or associates of one another. 1t is expressly acknowledged by the
parlies hersto that such parties are independent contracting entities and that nothing in this Contract shall
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be construed to create an employer/employee relationship or to allow sither to exercise control or direction
over the manner or method by which the other transacts its business affairs or provides its usual services.
The employees or agenls of one parly shall not be deemed or construed to be the employees or agents of
the other parly for any purpose whalsosver.

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

State Liability. The State shall have no liability except as épecificatly provided in this Contract.

Force Majeurs. The obligations of the parties to this Contract are subject to prevention by causes beyond
the parties’ control that could not be aveoided by the exercise of due care including, but not limited 1o, acts
of God, natural disasters, riots, wars, epidemics or any other similar cause.

State and Federal Compliance. The Contractor shall comply with all applicable State and Federal laws and
regulations in the performance of this Contract,

Governing L.aw. This Contract shall be governed by and construed in accordance with the taws of the
State of Tennessee. The Contractor agrees that it will be subject to the exciusive 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 empioyees hereunder, and any
remedies arising therefrom, shall be subject to and limited to those rights and remedies, if any, available
under Tennessee Code Annolated, Sections 2-8-101 through 9-8-407.

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

Severability. If any terms and conditions of this Contract are held to be invalid or unenforceable as a

matter of law, the other terms and conditions hereof shall not be affected thereby and shall ramain in full
torce and effect. To this end, the terms and conditions of this Contract are declared severable.

Headings. Section headings of this Contract are for reference purposes only and shail not be construed as
patt of this Contract.

SPECIAL TERMS AND CONDITIONS:

Conflicting Terms and Conditions. Shouid any of these special terms and conditions conflict with any other
terms and conditions of this Contraci, 1hes¢ gpecial terms and conditions shall control.

Communications and Contacts. ANl instructions, notices, consents, demands, or other communications
required or contemplated by this Contract shall be in writing and shall be made by certified, first class mail,
return receipt requested and postage prepaid, by overnight courier service with an asset tracking system,
or by EMAIL or facsimile transmission with recipient confirmation.  Any such communications, regardless
of method of transmission, shall be addressed to the respective party at the appropriate mailing address,
facsimile number, or EMAIL address as set forth below or to that of such other party or address, as may be
hereafter specified by written notice.

The State:

Deputy Comimissioner

Department of Finance and Administration
Bureau of TennCare

310 Great Circle Road

Nashville TN 37243

(618} 507-6483 (Phone)
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(615) 741-0882 (FAX)
The Contractor:

Mike Bennof, Executive Vice President
SXC Health Solutions, Inc.
g 2441 Warrenville Road
Suite 810
Lisle, IL 60532
mike.bennof @ sxc.com
Telephone # 630-577-3290
FAX # 630-577-3101

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

Subject to Funds Availability. The Contract is subject to the appropriation and availability of State and/or

- Federal funds. In the evant that the funds are not appropriated or are otherwise unavailable, the State
- reserves the right to terminate the Contract upon written notice to the Contractor, Said termination shall

not be deemed a breach of Contract by the State. Upon receipt of the written notice, the Contractor shail
cease all work assqciated with the Contract. Should such an event occur, the Contractor shall be entitled
to compensation for all satisfactory and authorized services completed as of the termination date. Upon
such termination, the Contracior shali have no right to recover from the State any actual, general, special,
incidental, consequential, or any other damages whatsoever of any description or amount.

State Ownership of Work Products. The State shall have ownership, right, title, and interest, including
ownership of copyright, in all work produets,.inciuding computer source code, craated, designed,
developed, derived, documented, installed, or deliverad under this Contract subject to the next subsection
and full and finat payment for each “Work Product.” The State shalt have royalty-free and unlimited rights
and license o use, disclose, reproduce, publish, distribute, modify, maintain, or create derivative works
from, for any purpose whatsoever, all said Work Products.

a, To the extent that the Contractor uses any of its pre-axisting, proprietary or independently
developed tools, materials or information ("Centractor Materlals"), the Contractor shal retain all
right, title and interest in and to such Contracior Maleriais, and the State shail acquire no right, litle
or interest in or to such Contractor Materials EXCEPT the Contractor grants to the State an
undimited, non-transferable license to use, copy and distribule internally, solely for the State's
internal purposes, any Confraclor 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 wilth any Work Product, in accordance
with this Contract and applicable state law.

c, Nothing in this Contract shall prohibit the Contractors use for its own purposes of the general
- knowiedge, skills, experience, ideas, concepts, know-how, and techniques obtained and used
during the course of providing the services requested undet this Contract.

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

Breach. A parly shall be deemed to have breached the Contract if any of the ioil'owing occurs:

— failure to perform in accordance with any term or provision of the Contract;
- partlal performance of any term or provision of the Conlract;

- any act prohibited or restricted by the Contract, or

— violation of any warranty.

~ For purposes of this Contract, these items shall hereinafter be referred to as a “Breach.”
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Contractor Breach— The State shall notify Contractor in writing of a Breach.

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

Liguidated Damages— In the event of a Breach, the State may assess Liguidated
Damages. The State shall notify the Contractor of amounts io be assessed as Liquidated
Damages. The parties agree that due to the complicated nature of the Contractor's

‘obligations under this Contract it would be difficult to specifically designate a monetary

amount for a Breach by Contractor as said amounts are likely o be uncertain and not
easily proven. Contractor hereby represents and covenanis it 'has carefully reviewed the
Liquidated Damages contained in above referenced, Attachment A and agree thal said
amounts represent a reasonable relalionship 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. ILis hereby agreed between the parties that the
Liguidated Damages represent solely the damages and injuries sustained by the State in
losing the benefit of the bargain with Contractor and do not include any injury or damage
sustained by a third party. The Contractor agrees that the liguidated damage amount is in
addition to any amounts Contractor may owe the Slate pursuant to the indemnity provision
or other section of this Contract.

The State may continue to withhold the Liquidated Damages or a portion thereof until the
Contractor cures the Breach, the State exercises its option to declare a Partial Default, or
the State terminates the Contract. The State is not obligated to assess Liguidated
Damages before availing itself of any other remaedy. The State may choose 1o discontinue
Liquidated Damages and avail itself of any other remedy available under this Contract or at
law or equity; provided, however, Contractor shall receive a credit for said Liguidated
Damages previously withheld except in the event of a Partial Default.

Partial Default— In the event of a Breach, the Stale may declare a Parlial Default, In
which case, the State shall provide the Contractor written notice of: (1) the date which
Contractor shall terminate providing the service associated with the Breach; and (2) the
date the State will begin to provide the service assoclated with the Breach.
Notwithstanding the foregoing, the State may revise the time penods contained in the
notice written 1o 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
sarvice; or (2) the cost 1o the State of providing the defauited service, whether sald 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)
business days any requested material from Contractor. The State shall make the final and

“binding determination of said amount.

The State may assess Liguidated Damages against the Contractor for any failure to
perform which ultimately results in a Partial Defauit with said Liguidated Damages to cease
when said Partial Default is effective. Upon Partial Default, the Contractor shall have no
right to recover from the Stale any actual, general, special, incidental, consequential, or
any other damages whatsoever of any description or amount. Contractor agrees to
cooperate fully with the State in the event a Partial Default is taken.

Contract Termination— (n the event of a Breach, the State may terminate the Contract
immediately or in stages. The Contractor shall be notified of the termination in writing by
the State. Said notice shall hereinafter be referred to as Terminalion Notice. 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 shall cease operations under this
Contract in stages. In the event of a termination, the State may withhold any amounts to
which may be due to Contractor without waiver of any other remedy or damages available
to the State at law or at equity.  The Contractor shall be liable to the State for any and all
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damages incurred by the State and any and alf expenses incuried by the State which
exceed the amount the State would have paid Contractor under this Contract. Contractor
agrees to cooperate with the State in the event of a Contract Termination or Partial
Takeover.

b. State Breach— In the event of a Breach of Contract by the State, the Contractor shall nolify 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 wiitten nolice shali operate as
an absolule waiver by the Contractor of the State's Breach. In no event shali any Breach on the
part of the State excuse the Contractor from full performance under this Coniract. in the event of
Breach by the State, the Contraclor may avail itself of any remedy at law in the forum with
appropriate jurisdiction; provided, however, failure by the Contraclor to give the State written nolice
and opportunity to cUre as described herein operates as a waiver of the State’s Breach. Failure by
the Contractor to file a claim before the appropriate forum in Tennessee with jurisdiction to hear
such claim within one (1) year of the written notice of Breach shall operate as a waiver of said
claim in its entirety. 1t is agreed by the parties this provision establishes a contractua! period of
limitations for any claim brought by the Contractor. -

Printing_Authorization. The Contractor agrees that no- publication coming within the jurisdiction of
Tennessee Code Annotated, Section 12-7-101, el. seq., shall be prinfed unless a printing authorization
number has been obtained and alfixed as required by Tennessee Code Annotaied, Section 12-7-103 (d).

Competitive Procurements. This Contract provides for reimbursement of the cost of goods, materials,
supplies, equipment, or contracted services, Such procurements shall be made on a competitive basis,
where practical. The Contractor shall maintain documentation for the basis of each procurement for which
reimbursement s paid pursuant to this Contract. In each instance where it is determined that use of a
competitive procurement method was nol practical, said documentation shall include a written justification,

- approved by the Deputy Commissioner, for such decision and non-competitive procurement,

State Furnished Property. The Contractor shall be responsible 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
shall 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.

fncorporation of Additional Documents, Included in this Contract by reference are the following documents:

a. The Contract document and its attachments

b, All Claritications andraddenda made to the Contractor's Proposal
c. The Request for Proposal and its assoéiated amendments

d.  Technical Specitications provided to the Contractor

6. The Contractor's Proposal

in the event of a discrepancy or arbiguity regarding the Contractor’s duties, responsibilities, and
performance under this Gontract, these documents shall govern in order of precedence detailed above.

Workpapers Subject to Review. The Contractor shall make all audit, accounting, or financial analysis
workpapers, notes, and other documentation available for review by the Cemptroller of the Treasury or his
representatives, upon request, during normal working hours either while the analysss & in progress or
subsequent to the completion of this Contract.

Lobbying. The Contractor certifies, to the best of its knowledge and belief, that:
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a. No lederal appropriated funds have been paid or will be paid, by or on behalf of the undersigned, to
any person for influencing or attempting to influence an officer or employee of an agency, a
Member of Congress, an officer or employee of Congress, or an employee of a Member of
Congress in connection with the awarding of any Federal contract, the making of any Federal
gran, the making of any federal loan, the entering into of any cooperative agreement, and the
extension, continuation, renewal, amendment, or modification of any federal contract, grani, loan,
or cooperative agreement.

b. If any funds other than federal appropriated funds have haeen paid or will be paid ta any parson for

influencing or attempting to influence an officer or employee of any agency, a Member of

" Congress, an officer or employee of Congress, of an employee of a Member of Congress in

connection with this contract, grant, loan, or cooperative agreement, the Contractor shall complete

and submit Standard Form-LLL, "Disclosure Form to Report Lobbying,” in accordance with its
instructions.

C. The Contracior shall require thal the language of this cerlification be included in the award
documents for all sub-awards at all tiers (including subcontracts, sub-grants, and contracts under
grants, loans, and cooperative agreements) and that all subrecipients shall certify and disclose
accordingly. ‘

This certification is a material representation of fact upon which reliance was placed when this transaction
was made or enierad into and is a prerequisite for making or enlering into this transaction imposed by
section 1352, title 31, U.S. Code.

Public Funding Notice, All notices, informationat pamphlets, press reieases, research reports, signs and
similar publfic notices prepared and released by the Contractor relative to this Contract shall include the
statement, “This preject is funded by an agreement with the State of Tennesses.” Any such notices by the
Contractor shall approved by the State.

Prohibited Advertising. The Contractor shall not reter to this Contract or the Contractor's relationship with
the State hereunder in commercial advertising in such a manner as to state or imply that the Contractor or
the Contractor's services are endorsed. It is expressly understood and agreed that the obligations set forth
in this section shali survive the termination of this Contract in perpetuity.

Configentiality of Records. Strict standards of confidentiality of records shall be maintalned in accordance

‘with the faw. Al 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 State law and ethical standards
and shall not be disclosed, and all necessary steps shall be taken by the Contractor to safeguard the
confidentiaiity of such material or information in conformance with Slate law and ethical standards.

The Contractor shall be deemed to have satisfied its obligations under this section by exercising the same
level of care to preserve the confidentiality of the State’s information as the Contraclor exercises to protect
its own confidential information so long as such standard of care does not violate the appiicable provisions
of the first paragraph of this section.

The Contractor’s obiigalions under this section do not apply to information in the public domain; eniering
the public domain but not from a breach by the Contractor of this Contract; previously possessed by the
Contracior without written obligations 1o the State to protect it; acquired by the Contractor without written
reslrictions 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 Stale to others without restrictions against disclosure.

It is expressly understood and agreed the obligations set forth in this section shall survive the termination of
this Contract.

Copyrights and Patents. The Contractor agrees to indemnify and hold harmless the State of Tennessee as
well as its officers, agents, and employees from and against any and all claims or suits which may be
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brought against the State for infringement of any laws regarding patents or copyrights which may arise
from the Coniractor's performance of this Contract, In any such action brought against the State, the
Contractor shall satisfy and indemnify the State for the amount of any final judgment for infringement. The
Contractor-further agrees it shall be liable for the reasonable fees of attorneys for the State in the event
such service is necessitated to enforce the terms of this Contract or otherwise enforce the obligations of
the Contracior to the State. The Stale shall give the Contractor written notice of any such claim or suit and
full right and opportunity to conduct the Contractor's own defense thereof,

Public Accountability. i the Contractor is subject to Tennessee Code Annotated, Title 8, Chapter 4, Part 4
or if this Contract involves the provision of services to citizens by the Contractor on behalf of the State, the
Contractor agrees o establish a system through which recipients of services may present grievances
about the operation of the service program, and the Contractor shall disptay in a prominert place, located
near the passageway through which the public enters in order to receive services pursuant to this Contracy,
a sign at least twelve inches (12") in height and eighleen inches (18"} in width stating:

NOTICE: THIS AGENCY IS A RECIPIENT OF TAXPAYER FUNDING, IF YOU OBSERVE AN AGENCY
DIRECTOR OR EMPLOYEE ENGAGING IN ANY ACTIVITY WHICH YOU CONSIDER TO BE ILLEGAL.,
IMPROPER, OR WASTEFUL, PLEASE CALL THE STATE COMPTROLLER'S TOLL-FREE HOTLINE: 1-

800-232-5454

Environmental Tobacco Smoke. Pursuant to the provisions of the federal "Pro-Children Act of 1994” and
the Tennessee “Children’s Act for Clean Indoor Air of 1995,” the Contractor shali prohibit smoking of
tobacco products within any indoor premises in which services are provided pursuant to this Contract to
individuals under the age of eighteen (18) years. The Contractor shall post "no smoking” signs in
appropriate, permanent sites within such premises. This prohibition shall be applicable during all hours,
not just the hours in which children are present. Violators of the prohibition may be subject to civil penalties
and fines. This prohibition shall apply to and be made part of any subcontract related to this Contract.

Hold Harmless. The Contractor agrees to indemnify and hold harmless the State of Tennessee as well as
its officers, agents, and employees from and against any and all claims, liabilities, losses, and causes of
action which may arise, accrue, or resull to any person, firm, corporation, or other entity which may be
injured or damaged as a result of acts, omissions, or negligence on the part of the Contractor, its
employees, or any person acting tor or on its or their behalf relating to this Contract. The Contractor fusther
agrees it shall be liable for the reasonable cost of attorneys for the Staie in the event such service is
necessitated to enforce the terms of this Contract or otherwise enforce the obligations of the Contractor to
the State.

In the everit of any such suit or claim, the Contractor shall give the State immediate notice thereof and shall
provide all assistance required by the Siate in the State’s defense. The State shall give the Contractor
written notice of any such claim or suit, and the Contractor shall have full right and obligation to conduct the
Contractor's own defense theraof. Nothing contained herein shall be deemed to accord to the Contractor,
through its attorney(s), the right to represent the State of Tennessee in any legal matter, such rights heing
governed by Tennessee Code Annotated, Section 8-6-1086.

Tennessee Congolidated Retirement System. The Contractor acknowledges and understands that,
subject to statutory exceplions contained in Tennessee Code Annolated, Section 8-36-801, &t seq., the
law governing the Tennessee Consolidated Retirement System (TCRS), provides that if a retired member

of TCRS, or of any supersedsd system administered by TCRS, or of any local retirement fund established
pursuant to Tennessee Code Annotated, Titie 8, Chapter 35, Part 3 accepts state amployment, the
membet's retirement allowance is suspended during the period of the employment. Accordmgiy and
notwithstanding any provision of this Contract to the contrary, the Contractor agrees that if it is later
determined that the true nature of the working relationship between the Contractor and the State under this
Contract is that of "employee/employer” and not that of an independent contractor, the Contractor may be
required to repay to TCRS the amount of retirement benelits the Contractor received from TCRS during the
period of this Gontract.

Debarment and Suspension, The Contractor certifies, to the best of its knowledge and beligf, that it, its

current and future principals, its current and future subcontractors and their principals:
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a. are nol presently debarred, suspended, proposed for debarment, declared ineligibie, or voluntarily
excluded from covered transactions by any federal or state dapariment or agency;

h. have not within a three {(3) year period preceding this Coniract been convicted of, or had a civil
judgment tendered against them from commission of fraud, or a criminal offence in connection
with obtaining, attempting o obtain, or performing a public {federal, state, or local) transaction or
grant under a public transaction; violation of federal or state antitrust statutes or coimmission of
embezzlement, iheft, forgery, bribery, falsification, or destruction of records, making false
statements, of receiving stolen property; .

C. are not presently indicted or otherwise criminally or civilly charged by a governmant entity {federal,
state, or local) with commission of any of the offenses detailed in section b. of this certification;
and

d. have not within a three (3) year period preceding this Contract had one or more public transactions

(federal, stale, or local) terminated for cause or default.

The Contractor shall provide immediale wrilten notice 1o the State if at any time it learns that there was an
eatlier failure 1o disclose information or that due 1o changed circumstances, its principals of the principals
of its subcontractors are excluded or disqualified.

HIFAA Compliance. The State and Contractor shall comply with obligations under the Health Insurance
Portability and Accountability Act of 1996 (HIPAA) and its accompanying1tegulations.

a, Contractor warrants to the State that it is famiiar 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, including cooperation and coordination
with State privacy officials and other compliance officers required by HIPAA and its regulations, in
the course of performance of the Contract so that bath parties will be in compliance with HIPAA,

c, The State and the Contractor shall sign documents, including but not limited to business associate
agreoments, as reqguired by HIPAA and that are reasonably necessary to keep the State and
Contractor in compliance with HIPAA, This provision shali not apply if information received by the
State under this Contract is NOT “protecied health information” as defined by HIPAA, ar if HIPAA
permits the State fo receive such Information without entering into a business associate agreement
ot sighing another such document.

Contractor Commitment to Diversity. The Contractor shall comply with and make reasonable business
efforts to exceed the commitment to diversity represented by the Contractor's proposal responding to RFP-
318.65-257 (Attachment 6.3, Section B, ltem B.13.) and resuilting in this Contract.

The Contractor shall assist the State in monitoring the Contractor's performance of this commitment by
providing, as requestad, a quarterly report of participation in the performance of this Contract by simall
business enterprises and businesses owned by minorities, women, and persons with a disability. Such
reports shail be provided to the state of Tennesses Governor's Office of Business Diversity Enterprise in
form and substance as requited by said office.

Tennessee Bureay of Investigation Medicaid Fraud_and Abuse Unit (MFCU) Access to Contractor and
Provider Fecords Office of TennCare Inspector General Access to Contractor, Provider, and Enrollge

Records

Pursuant to the Heaith Insurance Portability and Accountability Act (HIPAA) privacy regulations, MFCU and
TennCare OIG shall be health oversight agencies as defined at 45 C.F.R. §§ 164.501 and 164.512(d) and
65 F.R. § 82462, When acting in their respective capaclties as health oversight agencies, MFCU and
TennCare OIG do not need authorization to obtain enrollee protected health information (PHI). Because
MFCU and TennCare OIG will request the informalion mentioned above for health oversight activities,
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“minimum necessary’ slandards do not apply to disclosures to MFCU or TennCare OIG thal are required
by law. See 45 C.IF.R. §§ 164.5802(b}(2)(iv), 164.502(b}2)(v), and 164.512(d).

The Contractor shall immediately report to MFCU all factually hased known or suspected fraud, abuss,
waste and/or neglect of a provider or Contractor, including, but not limited to, the false or fraudulent filings
of claims and/or the acceptance or failure 1o return money allowed or paid on claims known to be false or
fraudulent. The Contractor shall not investigate or resolve the suspicion, knowledge or action without
informing MFCU, and must cooperate fully in any investigation by MFCU or subsequent legal action that
may resuli from such an investigation. '

The Contractor and all its heaith care providers who have access to any administrative, financial, and/or
medical records that refate to the delivery of items or services for which TennCare monies are expended,
shall, upon request, make them available to MFCU or TennCare OIG. In addition, the MFCU must be
allowed access 1o the place of business and to all TennCare records of any Contractor or health care
provider, during normal business hours, except under special circumstances when after hour admission
shall be allowed. MFCU shall determine any and all special circumstances,

The Coniractor and its paiticipaling and non-participating providers shall report TennCare enrollee fraud
and abuse to TennCare OIG. The Contractor and/or provider may be asked to help and assist in
investigations by providing requested information and access o records. Shall the need arise, TennCare
OlG must be allowed access to the place of business and to all TennCare records of any TennCare
Coniractor or health care provider, whether participating or non-participating, during normal business
hours.

The Contractor shall inform its parl'icipating and non-participating providers that as a condition of recelving
any amount of TennCare payment, the provider must comply with this Section of this Contrac! regarding
fraud, abuse, waste and neglect. .

Prevention/Detection of Provider Fraud and Abuse

The Contractor shall have internal controls and policies and procedures in place that are designed to
prevent, detect, and report known or suspected fraud and abuse adlivities. The Contractor shall have
adequate staffing and resources to investigate unusual incidents and develop and implemsnt corrective
action plans to assist the Contractor in preventing and detecting potential fraud and abuse activities,

The Contractor shalf provide monthly reports to TennCare that describe pharmacy provider dispensing
patterns that statistically identify the pharmacy as an outlier that may be representative of potential
fraudulent, abusive or wasteful dispensing patterns. Additionally, the Contractor shall provide specific
recommendations to TennCare, via a plan of correction that will eliminate the potentially fraudulent,
abusive or wasteful dispensing patterns of these spacific pharmacy providers. The repotts shall be due on
the fifteenth (15th) day of the month for the previous month’s pharmacy claims.

Fallure by the Contractor to provide the monthly reports listed above in & complete and timely manner may
result in the assessment of liquidated damages by TennCare of one hundred dollars ($100) per day during
the first month violations are identified. Liquidated damages will increase to two hundred dollars ($200) per

-day for the second consecutive month violations are identified. TennCare will manitor the delivery and

content of these reperts and notify the Contractor of any violations as well as any possible sanctions
relaled to those vidlations. The Contractor shall have thirty (30) calendar days, following written
notification, to correct all violations prior to assessment of liquidated damages by TennCare, The
Contractor shall submit to TennCare, within five (5) business days, a cotrective action plan for each
violation. Such netices will be sent to the Contractor via certified U.S. Mail.

Eraud and Abuse Compliance Plan

The Coniractor shall have a written Fraud and Abuse compliance plan. A paper and electronic copy of the
plan shall be provided to the Stale Office of the Inspector General. The Contractor’s specific internal
controls and polices and procedures shall be described in a comprehensive written plan and be maintained
on filte with the Contractor for review and approval by the State Office of the Inspecior General within ninety
(90} days of the effective date of this Agreement. The State Office of the Inspecior General shall provide
notice of approval, denial, or modification to the Contracior within thirty (30) days of review, The Cantractor
shall make any requested. updates or modifications available for review to TennCare and/or the State
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Office of the Inspector General as requested by TennCare and/or the State Office of the Inspector General
within thirty {30) days of a request. The State shall not 1ransfer their law enforcament functions to the
Contractor. At a minimurn the wrilten plan shall: ;

i. Ensure that all officers, directors, managers and employges know and understand the provisions
of the Contractor's fraud and abuse compliance plan,

it. Gontain procedures designed to prevent and detect potential or suspected abuse and fraud in the
administration and delivery of services under this contract:

iii. include a description of the specific controls in place for prevention and detection of potential or
suspected abuse and fraud, such as:

Claims edits;

Post-processing review of claims;

Provider profiling and credentialing;

Prior authotization;

Utilization management;-

Relevant subcontractor and provider agreement provisions;

"Written provider and enrollee matertal regarding fraud and abuse referrals.

iv. Contain provisions for the confidential reperting of plan viclations to the desighated person as
- described in item E.23.4. below;

V. Contain provisions for the investigation and follow-up of any compliance plan reports;

Vi, Ensure that the identities of individuals reporting violations of the plan are protecied;

vii, Contain specific and detailed interal procedures for officers, directors, managers and employees

for detecting, reporting, and investigating fraud and abuse compliance plan violations;

viii. Require any confirmed or suspected provider fraud and abuse under state or federal law be
reported to TBI MFCU (Medicaid Fraud Control Unit) and thal enroliee fraud and abuse be
reported to the State Office of the Inspector General;

. Ensure that no individual who reports plan violations or suspected fraud and abuse is retaliated
against.

The Contréctor shail comply with the applicable reguirements of the Model Compliance Plan for HMOs
when the final mode! plan is issued by the 1).S. Department of Health and Human Services, the Office of
Inspector General (OIG).

The Gontractor shall designate an officer or direcior in its organization who has the responsibility and

authority for carrying out the provisions of the fraud and abuse compliance plan.

The Contractor shall submit an annuat report to the State Office of the Inspector General that includes
summary results of fraud and abuse fests performed as required by E.23.2.ii. and detailed in the
Contractor's Fraud and Abuse compliance plan. The report should cover results for the year ending Juneg
30 and be submitted by September 30 each year. Thig information in this report shalt be provided in
accordance with and In a format as described in the Contractor's approved compliance plan.

Failure ta Meet Agreement Requirements - It is acknowledged by TennCare and the Contractor that in the
event of failure to meet the requirements provided in this Contract and ail documents incorporated hersih,
TennCare will be harmed. The actual damages that TennCare will sustain in the event of and by reason of
such failure are uncertain, are extremely difficull and impractical to ascertain and determine. The parties
therefore acknowlaedge that the Contractor shall be subject to damages and/or sanctions as described in
Section A of this Contract. It is further agreed that the Contractor shall pay TennCare liquidated damages
as directed by TennCare and not to exceed lhe fixed amount as stated in Section A of this Contract and
identified in Altachment A of the pro forma contract; provided however, that if it is finally determined that
the Contractor would have been able to meet the Contract requirements listed in Saction A of this Contract
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but for TennCare's failure to perform as provided in this Contract, the Contractor shall not be liable for
damages resulting direclly therefrom.

Offer of Gratuities. By signing this contract, the Contractor signifies that no member of or a delegate of
Congress, nor any elected or appointed official or employee of the State of Tennessee, the General
Accounting Office, Depariment of Health and Muman Services, CMS, or any other federal agency has or
will benefit financially or matenally from this procurement. This Contract may be terminated by TennCare it
it is determined that gratuities of any kind were offered to or received by any of the aforementioned officials
or employees from the Contractor, his agent, or employees and may result in termination of the Contract as
pravided in Section D4.

Records Discovery. In addition to the records audits referenced in D.9, the Contractor shall make available
all records ofswhatever media (correspondence, memoranda, databases, worksheets, training material,
etc.), in their originat form, be it electronic or paper, including emalls with metadata preserved. These
records shall he produced to TennCare at no cost 1o the State, as required to salisfy evidence discovery
demands of any of litigation, including state or federal class action, affecting TennCare. The State shall
endeavor 1o keep the evidence discovery requests as limited as reasonably possible. The Contractor shall
retain the right to object in court to any evidence discovery requests it may feel is tco broad or otherwise
unduly burdensome.

Notwithstanding any language or provisions in Section E  t0 the contrary, upon termination of this Contract
for any reason, the Contractor shall transfer to the Staie alf rights, titie and interest in any personal
computer work stations, hardware, software, furnishings, copiers, printers, fax machines and office
equipment purchased pursuant to this Contract. In the avent that the Contractor determines that any such
furnishings or squipment should be disposed of prior to the termination of this Contract, such disposition

" must be subject to the prior written approval of TennCare.
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IN WITNESS WHEREOF:

SXC HEALTH SOLUTIONS, INC..

N/ shiewd Ml

CONTRACTOR SIGNATURE DATE

MARK A. THIERER, PRESIDENT AND CHIEF OPERATING OFFICER (above)

DEPARTMENT OF FINANCE AND ADMINISTRATION

BUREAU OF TENNCARE: ‘ |
L0 p=
e /&4 ks /m / By
M. D. GOETZ, JR., COMMISSIONER DATE

DEPARTMENT OF FINANCE AND ADMINISTRATION

APPROVED:

M. D. GOETZ, JR., COMMISNIONER pate | |
DEPARTMENT OF FIN NCE AND ADM

(J«V\. & A/{WM- (g/te/w?

JOHN G. MORGAN, COMPTROLI F t OF THE TREASURY DA E

A\ Mn( Aﬁ{‘:: Ly
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PERFORMANCE, DELIVERABLES AND DAMAGES

ATTACHMENT A

The table below summarizes Performance Measures and Deliverables described in other sections of this Contract,
Included in the table are delivery schedules and non-performance damages, TennCare shall monitor the Contractor's

performance meeting the required standards,

If TennCare determines that the Coniractor has falled to mest

requirements of this Contract, TennCare shall notify the Contractor by certified U.S. Mail. Upon notification of a
violation, the Contractor shall submit fo TennCare, within five (5) business days, a Cotrective Action Plan to avoid
fulure violations. if damages are assessed, TennCare shall reduce the Contractor's payment for administrative -
services in foliowing month's invoice by the amount of damages. In the event that damages due exceed TennCare
fess payable to Contractor in a given payment cycle, TennCare shall invoice Contractar for the amount exceeding the
fees payable 1o Contraclor, that shail be paid by Contractor within thiry (30) calendar days of the invoice date.

PERFORMANCE
MEASURE

STANDARD / REQUIREMENT

DELIVERABL‘.E

DAMAGE

A.1 Implemaentation

Contractor shall complete all
implementation actions prior to "go-live”
date and according to the Implementation
timeline provided by the Contractor to
TennCare. The Contractor shall receive
TennCare's sign-off that each action has
besn completed successiully.
implementation action steps include the
fallowing minimum items:

+ Benefil plan designs loaded,

.operable and tosted,;

* Parform comprehensive systems
testing (including interface testing
with all third parties) and quality
assurance audits, with results
reported to the TennCare prior to
the “Go-Live”;

* Eligibility feed formats loaded and
tested end to end; '

» Operable and tested toli-free
numbers,

* Signed agreements for Retail
Pharmacy and Long-term Care
FPharmacy networks;

« Account management, MHelp Desk
and Prior Authorization staff hired
and trained;

« Established billing/banking
requirements;

» Complete notifications to
pharmacies and prescribers
regarding contractor change; ‘

* Each component shall be met by an
agreed upon deadline in an
implemantation timeline provided by
Contractor to TennCare.
Implementation action regquirements
may include other tems necessary
to meet the claims processing
commencement date of July 1,

Due prior to the claims
processing commencement

a.m. Central Standard Time
{C8T)

2008, 1:00 a.m. OST ; and

date of Ogtober 1, 2008, 1:00

Contractor may, inthe
State's discretion, be
required pay to
TennCare amount of ten
thousand dollars
($10,000.00) per day for
each day full
implementation of the
project is delayed by
fault of the Contractor.
This guaraites is
dependant upon
Contractor receiving
nacessary information
and approvals from
TennCare in a timely
manner.
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PERFORMANCE
MEASURE

STANDARD / REQUIREMENT

DELIVERABLE

DAMAGE

« Claims history and existing prior
autherizations and overrides shall
he migrated to Contractors POS
system '

1A.2.2 Claim payment
and Remittance
Services

The Contractor shall distribute and mall
TennCare outputs as required by this
Contract inchuding, but not limited to:
provider checks and remittance advices,
returned claims, notices, provider
bulleling, provider manuals and special
mailings.

The Contractor shalt mail
checks and remittance
advices fo pharmacy
providers each week on
Fridays, wilth the exception of
Holiday weeks. With notice,
holiday production shall not
delay the process by more
than two (2) business days.
TennCare shall be notified no
later than two (2) business
days of any systems of
operational Issues that may
impact disbursements by the
prescribed timelines.

For checks to be issusd on
Friday, the Contractor shall
deliver iwo files 1o the Stale,
in an electronic media
suitable to the State, by 10:00
a.m, CST, Thursday of each
week. '

Penalty may, in the
State's discretion, be
$1,000 per day files are
overdue,

A 2.2 Encounter Data
Fites

Al adjudicated claims. (encounters} shall
be transferred to TennCare or oh a
schedule designated by TennCare.

File transier due weekly and
due ten (10} busihess days
after end of reporting week.

If the Contractor fails to
produce the report, the
calculation of the
damages may, in the
State’s discretion, hegin
on the first day following
the due dale of the
report and continue unti
receipt of the report by
TennCare. Penalty may,
in the State's diseretion,
be $5,000 per week.

A.2.3 POS Claims

The Contractor shall process ninety-ning
point five percent (99.5%) of POS

" ipharmacy claims within ten (10) seconds

on a daily basis. 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
all procedures required to complete claim
adjudication.

Ninety—nine point five percent
{99.5%) of claims process
shall process to completion
within ten (10) seconds on a
daily basis.

i ninety-nine point five
percent (82.5%) of
claims are not
processed within the ten
(10) second time frame
then the daily penalty
may, in the State's
discretion, be $1,000 per
day of non-compliant
processing.

A.2.3. POS Downtime

System will operate without unscheduled
or unapproved downtime. For purposes
hergof “downtime” shall be any

interruption involving more than 10% of

No unscheduled or
unapproved downtime.

$2,500 per acourrance
of unscheduled or
unapproved downtime if

desmed by TennCare o
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PERFORMANCE
MEASURE

- STANDARD / REQUIREMENT

DELIVERABLE

DAMAGE

production for a period greater than 15
minutes.

be the result of
contractor shortcomings,

A.2.3. PGS Downtime
Notification

Contractor shali report to TennCare
immmediately (within one (1) hour) upon
knowledge of downtime.

TennCare is to identify staif to be
contacted aiter normai business hours in
the event of an interruption of service,

Repott is due within one (1)
haur, upon knowledge of
downtime.

immediate report is due
within one (1) hour upon
knowledge of the A
downtime, $7,500 one
time damage may, in the
State's discretion, be
assessed for not
reporting immediately,

A.2.3 Batch Electronic
Media (EMC} Claims
Processing

The Contractor shall receive claims in
electronic format, separate tape from
diskette, convert diskette to tape, .
schedule tapes for immediate processing
and returi media ta submitting providers
within three (3) business days. The
Contractor shall assign identification
control numbers to all batch claims within
three (3) business days of receipt. The
Contractor shall maintain electronic
backup of batch claims for the duration of
the contract. lf TennCare requesls copies
of batch electronic ¢laims, these shail be
provided within three (3) business days of
request.

As requested, the Contractor shall provide
the batch files as they were originally
received, These files shall be delivered to
the TernnCare site by Virtual Private
Network connection.

Electronic batch claims shall be submitted
through a sequential terminal, or similar
method that shall allow batch and POS
claims to he adjudicated through the
same processing logic. New providers
requesting to submit batch claims shatl
provide at least a thirty (30) day notice
and shall conform to the standard Change
Control and testing process.

Return media claims to
submitting providers within
thras (3) business days of
receipt, assignment ot
identitication control numbers
to all bateh claims within
three (3) business days of
receipt and provide
TennCare with copies of
batch elecironic claims within
three (3) business days of
request,

Calculation of the
damages may, in the
State’s discration, begin
on the first day following
the due date and
continue until receipt of
the repott by TennCare.
Penalty may, in the,
State's discretion, be
$1.,000 per day.

A.2.3 POS Downtime
Occurrence Reports

The Contracter shall provide TennCare
with updates at regular intervals during a
sustained downtime. TennCare shall be
presented with recovery options as
appropriate. Upen full recovery, the
Contractor shail provide TennCare with a
System Down Analysis describing root
cause issues and aclions to mitigate
future downtime occurrences,

Report is due within five (5)
business days after full
system recovery.

Trangaction reports shall include: volume,

Daily penalty may, in the
State’s discretion, be
$1,000 per day.
Caiculation of the
damages will begin on
the sixth business day.
following full system

. |recovery.
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longest response time and average
response time, Statistics shall be
|provided to TennCare within ten {10)
business days following the end of each
calendar month that any downtime
ocotirred.

A.2.3 Aged Checks
Not Cashed

The Contractor shall provide TennCare
Fiscal Services Unit a monthly report
detailing afl checks remitled to providers
on beha!t of the Stale that remain
outstanding (have not been cashed)
greater than ninety (90) days.

Contractor shaif provide
TennCare with & monthly
report of remitted checks as
stipulated. Reporls are due
monthly, due on the 15" day
of the month following the
reponting period.

Panalty may, in the
State’s discretioh, be
$500 per week that
report is overdue.

A.2.3 Aged Account
Payable Notices

The Contractor shall ensure that
collection lefters are sent to phatrmacies
that maintain an accounts-payable
hatance 1o the Stale greater than ninety
{90} days. These notices shall be sent
within five (5) workdays of becomlng
ninety (90) days aid.

Contractor shall provide
TennCare with a monthly
repori of notices that had
been sent, Repotts are due
monthly, len (10) business
days after end of month of
reporting perfod.

If Contracter fails to
send notics, the penalty
may, in the State’s
digcretion, be $100 per
provider notice per
month.,

A.2.4 Claim Validation

The Contractor system shall approve for
payment only those claims ior members
eligible 1o receive pharmacy services at
the time the service was rendered,

The Contractor shall immediately notify
TennCare of any and all ¢laims that have
heen erronecusiy precessed, and initiate
appropriate actlon to correct the errors.

In the event that claims are
Inappropriately denied the Contractor may
be assessed damages denied the
Contractor may be assessed damages

Relmbursement or damages
resulting from this section
may be applied to as offsets
to future administrative fees.

The Contractor shall
reimburse TennCare for
the cost of all claims
paid as a result of
contractor error.

Penalty for claims
inappropriately denied
may, in the. State’s
discretion, be $100 per
occurrence, |

A.2.8 Reversais and
Adjustments

- The system sha-ll provide an efficient

means of reversing or adjusting claims
both before and after the claim has been
transmitted {o the TCMIS, The result of
the adjustment shall be transferred to
TCMIS for further processing. TennCare
shall make no payments to the Contractor
for reversed, voided or adjusted claims,

Contractor shall process all
reversals requested by
TennCare Fiscal Services
Unit within thirty (30} days
and provide confirmation to
TennCare Fiscal Services
Unit when that such has
oceurred,

A damage of $100 may,
in the State’s discretion,
be assessed per
transaction that has not
been reversed or
adjusted within thirty (30)
days of wrilten request
of TennCare Fiscal

Services Unit,
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l

A.3.2 PDL, Step
Therapy and Prior
Authorization Changes

The Contractor shall implement changes
in the POS system for PDL., Step
Therapy, Prior Authorization requirements
and all supporiing syslems within forty-
five (45) days of approval from TennCare.
Such changes to the POS system shall
raquire provider notification thirty (30)
days prior to the implementation.
TennCare shal identify the targeted
provider for each nctification.

implement changes and
issue notification in specified
timo frames

Calculation of the
damages may, in the
State’s discretion, begin
on the first day following
the due date and
continue untit requirad
changes with proper
notice are implemented.
Penalty may, in the
State’s discretion, be
$1,000 per day.

A.3.4 TernnCare
Pharmacy Advisory
Committee Support

The Contractor shall aitend, support and
ltacilitate meetings of the TennCarse
Pharmacy Advisory Committee (FAC) as
necessary to maintain the TennCare PDL.

Aptroved meeting materials
shall be distributed ten (10)
business days prior to PAC
meetings. Draft minutes
shall be submitted to
TennCare with two (2} weeks
of PAC mesting,

Calculation of the
damages may, in the
State’s discretion, begin
on the first day following
the due date for meeting
material or minutes and
may continue until
delivered. Penaity
may, in the Stale’s
discretion, be $1,000
per day.

A.3.5 Drug Rebate
Dispute Data

The Contractor shall provide to the
agency or business of the State's
choosing, any and all appropriate,
asocurate, and balanced pharmacy level
claims data needed 1o résoclve or avoid
any Medicaid or supplemental drug rebate
disputes.

This data shall be provided to
TennCare within filteen (15)
days of a request by
TennCare

Caleulation of the
damages may, in the
State’s discretion, begin
on the first day following
the due date and -
continue unti} receipt of
the report by TennCare.
Penalty may, inthe
State’s discretion, be
$1,000 per business
day.

A.3.5 Delinquent
Rebate Payment
Notices

The Contractor shall ensure that writlen
notification is sent to Drug Manufacturers
concerning forty-five (45) day past-due
undisputed account balances within fifty
{60} days after the original invoice date.

The Contractor shall also énsure that
written notification is sent 1o Drug’
Manufacturers concerning seventy-five
(75) day past-due undisputed account
balances within eighty (80) days after the
original invoice date.

The Contractor shall also ensure that
written notification is sent to Drug
Manutacturers concerning ninety (30) day

“{past-due undispuied account balances

within ninety-five (95} das after the
originat invoice date.

These notices shall remind the labeler
that interest shall be assessed on ali past
due accounts as stipulaled by their
coniract with the State.

Contractor shall provide
TennCare with coples of all
reports sent pursuant 1o this
section.

Reports due monthiy, ten
{10} husiness days after end
of month of reporting period.

1f Contractor fails to
send notice, the penalty
may, in the State's
discretion, be $100 per
Manufaclurer per day
independent of other
dunning periods.
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A.3.5 Rebale invoicing

The Contractor shall generale and issue
quarterly Rebate invoices. Provide the
designated TennCare siaif data files that
contain the specific information and in the
specified format as required by TennCare

The quarterly Medicaid Drug
Rebate invoices shail be
generated for all
pharmaceutical manufactures
and TennCare approval by
thirty (30) days after the end
of the quarter.

Penalty may, in the
State's discretion, be
$1,000C per invoice per
day invoice overdue.

A3.5 Rebate Dispute
Resolution

The Contractor shail be responsible for
dispute resolution pertaining to
supplemenial rebates. The Contractor
shalt perform unit resclution based on unit
resolution performed on CMS Rebales.
The Contractor shall perform ali other
dispute resoiution activities with
pharmaceuticat manufacturers pertaining
to supplemertal rebate calculations and
collections.

{Within ninety (80) days of

dispute the contractor shali
present the State with an
analysis of why the monies
were disputed and remedies.

_|Penalty may, in the

Stale’s discretion, be
$1,000 per day past
hinety {80) day
timeframe of analysis
and proposed remedy.

A.3.5 Delinquent
Aebate Payment
[nterest Accrual

The Contractor shall ensube that all Drug
‘Manufacturers are charged interest ag
slipulated in each Manufaclurer's
respective Supplemental Drug Rebate
Contract, Interest shall be calculated on
only the Manufacturer's undisputed
account balance unless written
notification is provided by TennCare to do
otherwise.

Failure by Contractor to
starl accruing interest on
the date stipulated in the
individual supplemental
rebate agreements may,
in the State’s discretion,
result in a penality of .
$1,000 for every non-
cormpliant invoice
issued.

A.3.5 Supplemental
Rebate Administration

)i the Contractor falls below the allowed
range for the supplemental rebate
*percentage they shall be financially
liable for the full amount of difference
between the actual amount collected
and the amount that would have been
collected if the lowest figure of the
allowed range had been achieved.

Annually, the Coniractor shall
determine the supplemental
rebates collecled as a
percentage of drug-spend as
defined in Section A.3.5.2.
This figure shall be verified
by TennCare,

100% of the difference
between the supplement.
rebale amount that
would have been paid to
the state if the
Contractor had
performed at the lowest
end of the allowad
supplemental rebate
percentage range vs. the
actual supplemental .
rebate amount paid to
the state,

A.4.8 Disaster
Preparedness and
Recovery-Business
Interruption

The Contractor shall submit the
Contractor's Business Continuity/Disaster
Recovery pian for their Gentral
Processing Site to TennCare. If
requested, tes! results of the plan shall be
made available to TennCare

Plan due upon
commencement of claims
processing and annually on
the anniversary date of the
initial claims processing

Penalty may, in the
State's discretion, be
$1000 per week that
report is overdue,
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A.4.8 Disaster
Preparedness and
Recovery-Business
Interruption

The Contractor shall comply with their
Contractor's Business Continuity/Disaster
Recovery plan.

TennCare shall determine
the final need to move to the
disaster recovery plan based

- |on the Contractor’s

recommendation.

Penalty may, in the
State’s discretion, be
$10,000 per day
Contractor Is non-
compliant with their
Business ‘
Continuity/Disaster
Recovery Plan

A.4.9 Program
integrity

The Contractor shall have TennCare-
approved policies an¢ procedures in
place for ensuring protections agdainst
actual or potential fraud and abuse.

The Contractor shall have a
detailed Program Integrity
Pian. The Contractor shafl
complete all tasks as
desctibed in the Program
integrity Plan on a quarterly
and annual basis.

$2,500 per occuirence
of non compliance with
the Program Integrity
Plan.

|A.4.10 Proprietary and
Confidential
information

ar

Al information provided TennCare,
including but not limiled to, provider,
reimbursement and enrollee information
shall be deemed confidential.

The Contractor shall
immediately notify TennCare
of any and all occurrences
were TennCare's Confidential
information may have been
breached and initiate
appropriate action to prevent
subsequent breaches.

$2,500 per occurrence
of breach.

A4 12 Member
Identification Cards

The Contractor shall provide each

{TennCare enicllee with a NCPDP

compliant pharmacy benefit
identificaticn (ID) card. The Contractor
shalt also provide enrollee with

replacements cards.

Replacement and new cards

shail be produced and mailed
by the Contractor on the 15"

day of each month.

Delays in produeing 1D
cards may, in the State’s
discretion, resultin
$1,000 per day
damages.

A.4.13 Mail
~ |Procedures

The Contractor shall open all retumed
mail from any mailings to enrollees or
providers within thirty (30} days of receipt
to determine if the enrollee has moved, if
the Contractor has the wrong address,
and/or if the enrcllee is communicating
other information to the Contractor or to
TennCare, The Contractor shall track
returnied mail and shall report monthly to
TennCare the number of pieces of
returned mail, the reason the mail was
returned and action taken by the
Contractor. Incilded in this report shall
be a list of all enrollees whose mail was
undsiiverable due to an incotract address

_{provided by TennCare.

Monthly report, due ten (10)
business days after end of
month of reporting period,
heginning the first full month
after the repori format has
been agreed to by the
parties.

Calculation of the
damages may, in the
State’s discretion, begin
on the first day following
the report dug date and
continue until receipt of
the report by TennCare.
Penhalty may, in the
State's discretion, be
$2,500 per week.
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A.4.16 E-Prescribe

The Contractor shall participate in

TennCare's E-Prescribe initiatives.

Provide accurate data files in
the format agreed to as
necessary to support E-
Prescribe,

Damages for delays or
errors may, in the
State's discretion, be
assessed at $1,000 per
day begin on the first
day following the file due
date,

A.5 Drug Utilization
Review Program

The Caontractor shall provide oh a
quarterly basis ‘
+ Provider and patient trending -
+ Meatings and facilitation-
*  Reports and website

Approved meeting materials
shall be distributed ten (10)
days prior to DUR mestings.
Draft minutes shall be
submitted to TennCare with
four (4) weeks of DUR
meeting.

Calculation of the
damages may, in the
State's discration, begin
on the first day following
the due date for meeting
material or minutes and
continue until delivered.,
Penalty, in the State's
discretion, may be -
$1,000 per day.

A6 Prior Authorization
Unit Reports

{The Prior.Authorization Unit Reports are

coverad by Management Reports
provided in section A.10.2

Failure by the Contractor
to provide the Prior
Authorization Call Center
reports listed in a
complete and timely
manner may, in the
State’s discretion, result
in the assessment of
liguidated damages by
TennCare of one
hundred dollars ($100)
per day during the first
maonth violations are
identitied. Liquidated
damages may, in the
State’s discretion,
increase to iwo hundred
dollars ($200) per day
for the second
consecutive month
violations are identified.

A6.1 Prior
Authotization
Processing time

The contractor shall complete all requests
for prior approval within twenty four (24)
hours given sufficient information to make
a determination.

Contractor must document
the receipt and determination
time for every request for PA.
This must be provided to
TennCare on a quarterly
basis. Explanation must be
given for falling outside the
twenty four (24) hour
fimeframe.

10ne hundred ($100)

dollars per PA not
processed within iwenty |
four {24) howrs
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reconsideration requests within two (2)
business days.

of every prior authorization
reconsideration.

| PERFORMANCE STANDARD / REQUIREMENT DELIWVERABLE DAMAGE
MEASURE .

A.6.4 Prior ‘ The Contractor shall provide |$200 per occurrence of

Authorization ;:%ngggiﬁgr? rr eiﬁ; Srevﬁﬁﬁi?‘d orﬁ?a (?l; quarterly reports indicating  |failure to respond to

Reconsideration [business da _ the timeframe and outcome  |reconsideration within
Y- of every prior authorization  |one (1) business day

reconsideration. ‘ :

A.8.4 Prior . The Contraclor shall provide |$200 per occurrence of

Authorization gzgirionrztraﬁ?éﬂ:éil Oiupp ;'aﬁgigi:g{h ?j)l quarterly reports indicating  [failure to supply all

Receonsideration the timeframe and outcome  |pertinent information

within two {2) business
days

A.8.5 Pharmacy

The Contractor shall ensure that network

The Coniractor’s shall utilize

$100 per instance of

licensure of key staff.

Tennessee licenses for key -
staff

Network pharmacies comply with ail provisions of |feedback from TennCare, failure of the Contractor
enrcllee notices. other state agencies, and {0 ensure pharmagcies
enrollees, in addition to the  |are compliant with notice
audit process to perform requirements
additional training to
pharmacies regarding notice
obligations.
A9.5 Key Staff The Contractor shall employ competent  |Replacement staff shalf be in jCalculation of the
Position staff in all key positions lisied in Section  |place within sixty (60) days of jJdamages may, in the
A.9.5, vacancies, unless TennCare |State’s discretion, begin
grants an exception to the on the sixty-first day
requirement following the vacancy of
the position and may-
continue until monthly
until the position is flled.
The penalty may, in the
State's discration, be
$2,800 per month in
addition to the salary of
the position being
withheld from the
monthly payment,
A.9.5 Key Staff The Contractor shall provide to TennCare [The Contractor shall provide |Calculation of the
Licensure documentation verifying the slate TennCare copies of current  |[damages may, in the

State’s discretion, begin
on the annually on
Septernber 16 and may
eontinue until receipt of
the licensure verification
by TennCare. Penalty
may, in the Stale’s
discretion, be $2,500
per week per empioyee.
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A10.1 Management
Reports

The Contractor shall provide TennCare
with industry standard utilization and
financial management reporling. The
Contractor's managemaent reports shall
provide a summary of drug cosis sorled
by therapedutic category, by top ranked
drugs, and by benefit categories. Repoits
shall include, but not be limited to:
+ Financial summary with change
trend
«  Utilization statistics
+  Claim processing volume and
statistics
Cost trend reports
Fraud detection/ Investigation activity
PUR reports {refrospective and
prospective)
PDL reports
Prior Authorization
Call Centar metrics
+  Reconsideration volume, disposition
and aging
Prescriber profiles
Rebate reports
MAGC savings report
Pharmacy Access reports
An elactronic file of priced or paid
claims
+  All other reports referenced in the
RFP
+ Pharmacy Desk Audits

- & e e =

Monthly and quarterly reporis

are due ten {(10) business
days alter the end of the
reporiing period.

Damages may, in the
State’s discretion, be
assessed weekly.
Calculation of the
damages will begin on
the first day following the
report due date and may
continue until receipt of
the report by TennCare.
Penaity may, in the
State's discretion, be
$2,500 per week, per
report.

A 10.2 Ad Hoe
Reports

"[The Contractor shali be able to provide, at

jformat described by TennCare and in an

no exira cost to TennCare ad hoc reports
that shall assist in managing the
pharmacy benefit for TennCare members.
Ad hoc reports shall be provided in a

agreed upoen timetable.

Failure by the Contractor
to produce Ad Hoe
reports in an agreed
upon timeframe may, in
the Staie's discretion,
result in the assessment
of liguidated damages by,
TennCare of one
hundred dollars ($100)
per day during the first
month violations are
identified. Liquidated
damages may, in the
State’s discretion,
increase to two hundrad
doltars {($200) per day
for the second
consecutive month
violations are identified.
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AA0.2 Emergency
Supply Aggregate
Reports

The Contractor shafl provide TennCare
with reporis summarizing all emergency
supply overrides performed by dispensing
pharmacists at the polnt-of-sale, pursuant
to the policy regarding dispensing of
drugs not listed on the TennCare PDL.
The reports shall be an a weekly and
monthly basis and list the top one
hundred (100) pharmacies entering
emergency suppliss and the top one
hundred (100) prescribers associated with
those overrides. The reports shall also
include the top one hundred (100) drugs
associated with emargsncy supplies as
well as summary totals of overrides. The
emergency supply reports shall be
delivered to TennCare in electronic format
by a wab-based report library, as agreed
to by TennCare.

FHeporis shall be delivered on
a weekly and monthly basis
no longar than five (5)
business days after the
ending of the week/monih.

Failure by the Contractor
{0 provide emergency
supply Aggregate Report
may, in the Stale's
discretion, result in the
assessment of liquidated
damages by TennCare
of one hundred dollars
($100) per day during
the first month violations
are identified.

Liguidated damages
may, In the Stale's
discretion, increase o
two hundred dollars
{$200) per day for the
second consecutive
week or month violations
are identified.

A10.3 PDL
Compliance Report

The Contractor shall monitor compliance
by prescribers and pharmacisis with the
TennCare PDL. and report that
information to TennCare monthly,
quatterly, and semiannually, and provide
suggestions for improving PDL
compiiance.

Report shall be delivered
within forty-five (45) days
following the period, but not
eariier than thirty (30) days
following the period.

Penalty may, in the
State’s discretion, be
$2500 per week that
report is overdue.

A.11.1 Enrollee
Notices

The Contractor shall be required to send
individualized natices to enrollees, worded
at a six (6") grade reading level, on a
daily basis except for Sunday

Notices shall be approved by
TennCare and include prior
authorization deniai notices,
prescription limit nolices,
tock-in notices, or other
notice as directed by
TennCare.

Failure by the Contractor
to produce natices in
such a manner may, in
the State’s discretion,
result in liquidated
damages of one
hundred dollars ($100)
per notice

.5 Breach, Parﬁai'
Default

‘INotwithstanding the foregoing, the State

In the event of a Breach, the State may
declare a Partial Default. In that case, the
State shail provide the Contractor written
notice of: (1) the date that Coniractor
shali terminate providing the service
associated with the Breach; and (2) the
dato the State shall begin 10 provide the
service associated with the Breach.

Contract Performance
Standard

The amount of liquidated
damages that may, in
the State’s discretion,

be assessed against the
Contractor shall be at
the discretion of the
State, in accordance
with the specific penaity

provisions contained in
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may revise the time periods contained in
the notice written to the Contractor.

in the event the State declares a Partial
Defauli, the State may withhoid, together
with any other damages associated with
the Breach, from the amounts due the
Contracior the greater of: {1) amounts
that would be paid the Contractor to
provide the defaulted service; or (2) the
cost to the State of providing the
gefaulted service, whether said service is
provided by the State or a third party. To
determine the amount the Contractor is
being paid for any parlicular service, the
Department shail be entitled to receive
within five (6) business days any
requested matierial from Contractor. The
State shall make the final and binding
determination of said amount,

the base Contract, and
not exceed ten percent
{10%) of the maximum
payments previously
made by TennCare to
Contractor

E.231,
Prevention/Detection
of Provider Fraud and
Abuse

The Contractor shall provide monthly
reports to TennCare that desctibe
pharmacy provider dispensing patterns
that statistically identify the pharmacy as
an outlisr that may be representative of
potential fraudulent, abusive or wasteful
dispensing patterns.  Additionally, the
Contractor  shall  provide  specific
recommendations to TennCare, via a plan
of correclion that will eliminate the
polentially fraudulent, abusive or wastefu!
dispensing patterns of these specilic
pharmacy providers,

The reports shall be due on

the fifteanth (15th) day of the

month fot the previous
month's pharmacy claims.

Failure by the Contractor
to provide the monthly
reporis listed shove in a
complete and timely
manner may, in the
State's discretion, result
in the agsessment of
liquidated damages by
TennCare of one
hundred dollars ($100)
per day during the first

. imonth viclations are

identified. Liquidated
damages will increase to
two hundred dollars
($200) per day tor the
second consecutive
month violations are

identified.
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ATTACHMENT B

DEFINITIONS

The terms used in this Contract shall be given the meaning used in the Rules and Regulations of the Bureau of
TennCare. However, the following terms when used in this Contract, shall be construed and/or interpreted as
follows, untess the context expressly requires a different construction and/or interpretation. in.the event of a conflict
fit language between the Delinilions, Auachmenis and other Sections of this Contract, the language in this Section
of the Contract shall govern.

1.

10.

.

12.

13.

14,

5.

340B Pharmacy - A pharmacy participating a special drug discount program authorized by Section 340B
of the Public Health Service Act. Participation is limited to the Tollowing types on providers: Consolidated
Health Centers, AIDS clinics and drug programs, Black Lung Clinics, Federally Qualified Health Center
L.ook-a-likes, Disproportionale Share Hospitals, Hemophiia treatment centers, Native Hawalian health
centers, Utban Indian clinics/638 tribal centers, Title X family planning clinies, STD clinics, TE clinics.

ACD - Automatic Call Distributor (ACD) is a system or devise that distributes incoming calls to a specific
group of representitivies and designated terminals .

AMP - Average Manufacturer Price, a refereance drug price calculated by CMS. It is based on data
provided by pharmaceutical manufacturerers. This value is used to calculate Medoeaid Druq Rebates for
state Medicaid programs.

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
commarcial publishers of drug pricing data such as First Data Bank or Thomson Medical Economies.

BHO - Behavioral Health Qrganization is an entity which organizes and assures the delivery of mental
health and substance abuse services.

Business Interruption - Any disruption in operations that Is equal to or longer than ten minutes in
duration, .

{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.

CHF - Congestive Heart Failure is a condition in which the heart's function as a pump 1o deliver oxygen rich
blood to the body is inadequate to meet the body's needs

CMS - Centers for Medicare & Medicaid Services [formerly Health Care Financing Administration {HCFA}]L
CSR - Customer Service Representative is person working in a call center operation.

DAW — Dispense as Writlen - A prescription that can not be filed with a generic because the prescnber

‘has indicated Dispense as Written on the prescription.

Disaster - A nagative event that significantly disrupis business operations for more than one hour.

Disenrollement -~ The disoontinuance of & member's entitlement to receive covered services under the
ferms of this Contract, and delgtion from the approved list of members furnished by TennCare 10 the
Contractor.

DDl Phase - Design Develapment and implementation
DEA Number - A Drug Enforcement Agency Number is a series of numbers assigned to a health care

provider alfowing them to wrile prescriptions for contrelled substannces. The DEA number is often used as
a prescriber identifier,
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16,

17,

18.

19,
20.
21,
22,

23,
24,
25.
26.
27.
28.

29.
36.
31.
32,
33
34.

35.

36.

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

DSS - A declsion support system is a database and query {oof,

DUR - Drug Utilization Review is program is to improve patient safety and care and to reduce overall drug
costs, Medicaid DUR programs are required by the federal Omnibus Budget Reconciliation Act of 1990 to
provide prospaciive claim edits, retrospective analysis and educational programs.

Pro-DUR - A point of sale claim edit to facilitate drug utilization review objectives.

Retro-DUR - A post payment claims analysis 1o facilitate drug utiﬁzation review objectives.

EMC - Elgctronic Media Claims.

Enrollee - Any person who has enrolied in the TennCare program in accordance with the TennCare Rules
and Regulations. (See Member or Recipient, also}.

FAQS - Frequenily Asked Questions.

FIR - Functional and Iniormationé% Requirements,

FTE ~ Full time equivalent position.

FUL - Most current Federal Upper Limit price as listed by CMS.
GCN - Generic Code Number.

GSN - Generic Sequence Number.

HIPAA - Health Insurance Portability and Accountability Act of 1996 at 46 Code of Federal Regulations
Sections 160 and 164,

Hoi Site - An alternative facility with the capab;hiy to readily assume responsibility fon cafrying out the
actrvnt:es carried out at the Contractor’s main site.

IVR or IVRU - Interactive voice response unit is a telephone technology that aflows a computer to detect
voice and touch tones using a normal phone call and provide individualized system generated information
for callers.

IRS - Drugs that are i_denticat; telated or gimitar to drugs identified as LTE (less than effective) by the FDA.

Limited English Proficiency - Refgrs {o individuafs have a limited abilily to read, speak, write, or
understand English,

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

“Long-Term Care - The services of one of the following: a nursing facility (NF}; An intermediate Care

Facilily for the Mentally Retarded (ICF/MR), or a Home and Community-Based Services (HCBS) walver
program. (Services provided under a HCBS waiver program are considered to be alternatives to long-term

care).

LTE - Drugs that the Food and Drug Administration (FDA) conslders to be Less Than Effective because
there is a lack of substantial evidence of effectiveness for all labeled indications and for which there is no
compelling justification for their medical need.
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37.
38.

39.

40,
4.
42,
43,
aa.
a5,
a6.
a7,
as.
49.
50,
51,

52,

- B3,

54,

55.

56.
57,

58.

MAC - Maximum Allowable Cost.
MCO - A managed care organization participating in the TennCare program.

Member - Any persoh who has enrolled in the TennCare program in accordance with the TennCare Rules
and Regulations. {See Enrollee or Recipient, also). .

NCPDP - National Council of Prescription Drug Programs.

NDC - National Drug Code Number.

MNP - National Provider ldentification Number.

NTIS - National Technical Information Service operated by the US Department of Commerce.
OBRA - Omnibus Budget Reconciliation Act

OIR - Oftice of Information Resources

OTC - Over-the-counter medications.

PA -~ Prior Authotization - A program reqwremen i where certain therapies must gain approval before
payment can be authorized.

PDL - Preferred Drug List.

:PHI - Protected Health Information, as defined in HIPAA (45 C.F.R. §§ 160 and 164).
POS - Paint-of-Sale,

Pro-DUR - Prospective Drug Ulilization Review.

Provider - An instilution, facility, agency, person, corporation, partnership, or association approved by
TennCare which accepts as payment in full {or providing benefits the amounts paid pursuant to a provider
agreement with an MCO.

QM/Q! - The ongoing process of assuring that the delivery of health care is approptriate, timely, accessible,
available, and medically necessary and in keeping wilh established guidelines and standards and reflective
of the current state of medical knowledge, and the efforl to assess and improve the parformance of a
program or organization. Quality Improvement includes guality assessment and implementation of
corrective actions to address any deficiencies identifled.

HA - Remitiance Advice.

Recipient - Any person who has enrolled in the TennCare program in accordance with the TennCare
Rules and Regulations. (See Member or Enroilee, also).

Retro-DUR - Retrospective Drug Utlization Review.

AFP - Request for Proposal.

State - The Siate of Tennéssee, including, but not limited o, any entity ot agency of the state, such as the
Department of Finance and Administration, the Office of Inspector General, the Bureau of TennCare, the
Medicaid Fraud Control Unit, the Depariment of Mental Health and Developmental Disabilities, the

Department of Children's Services, the Department of Health, the TennCare Division within the Department
of Commaerce and Insurance and the Office of the Atterney Generat.
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59,

60.

61,

62.

63.
. 64,

65.

86.

67.

68.
69.

70.

Step Therapy - A program requirement to hegin drug therapy with the most cost-effective and safest drug
therapy and progressing to other more costly or risky therapy, only if necessary. The objectives are to
control costs and minimize risks.

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 fulfiling the Contractor's obligations to TennCare under the terms of this Contract, (e.g., marketing)
when the intent of such an agreement is to delegate the responsibility for any major setvice or group of
services required by this Contract.

Subcontractor - Any organization or person who provides any function or setvice for the Contractor
specifically related to securing or fulfiliing the Contractor's obiigations to TennCare under the terms of this
Contract. :

System/Business Interruption - Any event that affects more than five percent {5%) of POS transactions
and call center operations, or a data integrity issue that compromises the confidentiality of the systemn of
dala contained within the system.

' TCA - Tennessee Code Annotfated,

TCMIS - TennCare Management Information System.

TennCare - The program administered by the single state agency, as designated by the state and CMS,
pursuant to Title XX of the Social Security Act and the Section 1115 research and demaonstration waiver
granted to the state of Tennessee and any sUCCESSOr programs.

" TBI / TBI MFGU - The Tennessee Bureau of investigation’s Medicaid Fraud Control Unit has the authority

to investlgate and prosecute (or refer for prosecution) violations of all applicable state and federal laws
pertaining to fraud in the administration of the Medicaid program, the provision of medical assistance, the
activitios of providers of medical assistance in the state Medicaid program (TennCare), allegations of
abuse or neglect of patients in health care facilities receiving payments under the state Medicaid program,
misappropriation of patients’ private funds in such facilities, and allegations of fraud and abuse in board
and care facilities.

TPN - A compounded nutrional prescription for pateints unable to gain nurishment through their
gastrointestinal tracl.

U & C - Usual and customary price.
UOM - Unit of Measure.
WAC - Wholesale Acquisition Cost represents the manufacturer's published catalog or list price for a drUg

product to wholesalers, WAC does not represent actual transaction prices and does not include prompt pay
or other discounts, rebates or reductions in price.
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ATTACHMENT C

ATTESTATION RE PERSONNEL USED IN CONTRACT PERFORMANCE

SURJECT CONTRACT NUMBER:

CONTRACTOR LEGAL ENTITY NAME: SXC Health Solutions, Inc.

FEDERAL EMPLOYER IDENTIFICATION NUMBER:

{or Social Security Number} 76-2578509

The Contractor, identified above, does hereby attest, certify, warrant, and assure that
the Confractor 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.

CONTRACTOR SIGNATURE

NOTICE: This attestation MUST be signed by an-lndivlduai empowerad 1o contractually bind the Contractor. If said Individual is not the chief
executive or president, this documant shall attach evigence showing the Individual's authority to contractually bind the Contractor.

SR 4. Thawe, YRESDENT D Coprer psomns 0P ecae.

PRINTED NAME AND TITLE OF SIGNATORY

St favos”

DATE OF ATTESTATION
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ATTACHMENTD
HIPAA BUSINESS ASSOCIATE AGREEMENT -
IN COMPLIANCE WITH PRIVACY AND SECURITY RULES

THIS HIPAA BUSINESS ASSOCIATE AGREEMENT (“Agreement”) is between The State of Tennessee,
Department of Finance and Administration, Bureau of TennCare, 310 Great Circle Road, Nashville, TN 37243
(“Covered Entity”) and SXC HEALTH SOLUTIONS, INC. located at 2441 Warrenville Road, Suite 610, Lisle, il
60532 ("Business Associale"), including ail office locations and other business locations at which Business
Associate data may be used or maintained. Covered Enlity and Business Associate may be referred to herein
individually as "Party” or collectively as "Parties.”

BACKGROUND

Covered Entily acknowledges that it is subject to the Privacy and Securily Rules (45 CFR Parts 160 and 184)
promulgated by the United States Department of Heaith and Human Services pursuant to the Heaith Insurance
Portability and Accouniability Act of 1926 (HIFAA), Public Law 104-191.

If Business Associate provides services to Covered Entity pursuant to one or more contractual relationships, said
Agreasments are detailed below and hereinafter referred to as "Service Agreaments.”

LIST OF AGREEMENTS AFFECTED BY THIS T Execution Date
HIPAA BUSINESS ASSOCIATE AGREEMENT

SXC Health Solutions, Inc: June 1, 2008
Pharmacy Management and Preferred Drug List Services

In the course of executing Service requests, Business Associate may come into contact with, use, or disclose
Protected Health Information (“PHI") {defined in Section 1 below). Sald Service Agreements are hereby
incorporated by reference and shall be taken and considered as a part of this document the same as if fully set out

herain.

In accordance with the tederal privacy and security regulations get forth at 45 C.F.R. Part 160 and Part 164,
Subparts A, C, and E, which require Covered Entity to have a written memorandum with each of its internal
Business Associates, the Parties wish to establish satistactory assurances that Busihess Associate will
approprialely safeguard PHI and, therefore, execute this Agreement,

1. DEFINITIONS

1.1 Terms used, but not otherwise defined, in this Agreement shail have the same meaning as those terms in
45 CFR §§ 160.103, 164.304, 164.504 and 164.501. .

1.2 “Breach of the Security of the [Business Associate’s information] System” shait mean the unauthorized
acquisition, including, but not Hmited to, access 10, use, disclosure, modification or destruction, of unencrypted
computerized data that materially compromises the security, confidentiality, or Integrity of personal information
maintained by or on behalf of the Covered Entity under the terms of Tenn. Code Ann, § 47-18-2107 and this

Agreement.
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1.3 “Commercial Use” means obtaining protected health information with the intent to sell, iransfer or use it for
commergial, or personal gain, or malicious harm; sale to third party for consumption, resale, or processing for
resale; application or conversion of data 1o make a profit or obtain a benefit contrary to the spirit of this Agreement,
including but not limited to presentation of data or examples of data in a conference or meeting setting where the
ultimale goal is to obtain or gain new business.

1.4 “Designated Record Set” shall have the meaning set out in its definition at 45 C.F.R. § 164.501.

1.5 "Electronic Protected Heaith Information” {ePH!) shall have the meaning set out in its definition at 45 C.F.R.
§ 160.108.

1.6 “Encryption” means the process using publicly known algorithms to convert plain text and other data into a
form intended to protect the data from being able to be convertéd back to the original plain text by known
technological means,

1.7 “Health Care Operations” shall have the meaning set.out in its definition at 45 C.F.R. § 164.501.

1.8 “Individual” shall have the same meaning as the term “individual” in 45 CFR § 164,501 and shali include a
person who qualifies as a personal representative in accordance with 45 CFR § 164.502(g).

1.9 "‘Marketing" means the act or process of promoting, selling, leasing or licensing any information or data for
profit without the express written permission of Covered Entity.

1.10  "Privacy Officet” shalt have the meaning as sel out in its definition at 45 C.F.R. § 164.530{a)(1). The
Privacy officer is the official designated by a Covered Entity or Business Associate to be responsibie for
compliance with HIPAA regulations.

11177 “Privacy Rule” shall mean the Standards for Privacy of Individually ldentifiable Health Information at 45
CFR Pant 160 and Part 164, subparts A, and E.

112 “Prolected Health Information” shall have the same meaning as the term “protected heaith information” In
45 CFR § 164.501, {imited to the information created or recelved by Business Associate from or onh behalf of
Covered Entity. PH! includes information in any format, including but not timited 1o electronic or paper.

1.13 "“Required By Law” shall have the same meaning as the term “required by law” in 45 CFR § 164.501.

1.14 "Security incident” shall mean the attempted or successiul unautheorized access, use, disclosure,
modification, or destruction of information ar intetference with system cperations in an information sysiern.

1,18 “Security Event” shall mean an imm ediately reportable subset of security incidents which incldent would
include:

a) asuspected pensiration of Business Associate's information system of which the Business
Assaciate becomes aware but for which it is not able to verify within FORTY-EIGHT (48) HOURS
(of the time the Business Associate became aware of the suspected incident) that enrcliee PHI or
other confidential TennCare data was not accessed, stolen, used, disclosed, modified, or
destroyed; '

by any indication, evidence, or other security documentation that the Business Associate’s network
resources, including, but not imlted to, software, network routers, firewalls, database and
application servers, intrusion detection systems or other security appllances, may have been
damaged, modified, taken over by proxy, or otherwise compromised, for which Business Associale
cannot refute the indication within FORTY-EIGHT (48) HOURS of the time the Business Associate
became aware of such indication;

¢) abreach of the security of the Business Associate’s iInformation system(s)(see definition 1.2
above), by unauthorized acguisition, incliding, but not limited to, access to or use, disclosure,
modification or destruction, of unencrypted computerized data and which incident materially
comprornises the security, confidentiality, or integrity of TennCare enrolles P and/or

89



d)} the unauthorized acquisition, including but not fimited to access to or use, disclosure, modification
or dastruction, of unencrypted TennCare entoliee PHI or other confidential information of the
Covered Entity by an employee or authorized user of Business Associate’s system(s) which
materially compromises the security, confidentiality, or integrity of TennCare enrollee PHI or other
confidential information of the Covered Entity.

If data acquired (including but not limited 1o access to or use, disclosure, modification or destruction of such data)
is in encrypted format but the decryption kay which would atlow the decoding of the data is also taken, the parties
shall treat the acquisition as a breach for purposes of defermining appropriate response.

1.16. “Security Rule” shall mean the Security Standards for the Protection of Electronic Protected Health
Information” at 45 CFR Parts 160 and 164, Subparts A and C.

2.  OBLIGATIONS AND ACTIVITIES OF BUSINESS ASSOCIATE (Privacy Rule)

2.1  Compliance with the Privacy Rule. Business Associate agrees to fully comply with the requirements under
the Privacy Rule applicable to "business associates," as that term is defined in the Privacy Rule and not use or
further disclose PHI other than as permilted o required by this Agreement, the Service Agreements, or as
Required by Law. In case of any conflict between this Agreement and the Service Agreements, this Agreement.
shall govern. :

2.2 Privacy Safeguards and Policies. Business Associate agrees to use appropriate safeguards to prevent use

or disclosure of PHI other than as provided for by the Service Agreement{s), this Agreement or as required by

Law. This includes the implemeniation of administrative, physical, and technical safeguards to reasonably and
appropriately protect the Covered Entity's PHI against any reasonably anticipated threats or hazards, utilizing the |
techniology commaercially available o the Business Agsociate (See aiso Section 3.2). The Business Associate

shall maintain appropriaie documentation of its compliance with the Privacy Rule, including, but not limited to, its
policies, procedures, records of {raining and sanctions of members of its workforce.

2.3 Business Associate Coniracts. Business Associate shall require any agent, including & subcontractor, to
whom it provides PHI received from, maintained, created or recaived by Business Associate on behall of Coverad
Entity, or that carries out any duties for the Business Associate involving the use, custody, disclosure, creation of,
or access to PHI or other confidential TennCare information, to agree, by written contract with Business Associate,
to the same restrictions and conditions that apply through this Agreement to Business Associate with respect to
such information.

2.4  Mitigation of Harmiu) Effect of Violations. -Business Associate agrees to mitigate, to the extent practicable,
any harmful effect that is known lo Business Associate of a use or disclosure of PHI by Business Associate. in
violation of the reguirements of this Agreement,

2.5 Reporting of Violations in Use and Disclosure of PHI. Business Associate agrees to tequire its employees,
agents, and subcontractors 1o promptly report to Business Associate any use or disclosure of PHi in violation of
this Agreement and to report to Covered Entity any use of disclosure of the PHI not provided for by this
Agreement. The Business Associate shall repoit such violation to Covered Entity within TWO {2) BUSINESS
DAYS of event,

2.6  Access of Individual to PH! and other Requests o Business Associale. if Business Associate receives PHI
~ from Covered Entity In a Designated Record Set, Business Asgociate agrees 10 provide access to PHi in a

Designated Record Set to Covered Entity in order to meet its requirements under 45 CFR § 164.524, If Business
Associate receives a request from an Individual for a copy of the individual's PHI, and the PHI is in the sole
possaession of the Business Associate, Business Assoclate will provide the requested copies to the individual and
notify the Covered Enlity of such action within two {2) business days of completion of the request, If Business
Assoclate receives a request for PHI in the possession of the Covered Entity, or receives a request {0 exercise
other individual rights as set forth in the Privacy Rule, Business Associate shall promptly forward the request to
Covered Entity within two (2) business days. Business Associate shall then assist Covered Entity as necessary in
responding to the request in a timely mannet, If a Business Associate provides copies of PHI to the individual, it
may charge a reasonabie fee for the copies as the regulations shall permit.
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2.7 Bequests to Covered Entity for Access to PHI. The Covered Entity shali forward to the Business Associate
within two (2) business days any Individual's request for access 1o or a copy of their PHI that shall require
Business Associate’s participation, after which the Business Associale shall provide access 1o or deliver such
information as follows:

a) The Parties understand that if either Party receives a request for access to or copies of PHI from an
Individual which the Party may complete with only its own onsite information, the time for such response
shall be thirty (30) days, with notification to the Covered Entity upon caompletion,

b}y I Covered Entity does not have the requested PHI onsite and directs Business Associate to provide
access {0 or a copy of his/her PH! directly to the Individual, ihe Business associate shall have sixty {60)
days from the date of the Individuals request to provide access to PHI of deliver a copy of such
infarmation to the Individual. The Business Associate shall notity the Covered Entity when it completes
the response.

c} if the Covered Entity receives a request and requires information from the Business Associate in addition
to the Coverad Entity’s onsite information 1o fulfill the request, the Business Associate shall have thirty (30)
days from date of Covered Entity’s notice to provide access or deliver such information to the Covered
Entity so that the Covered Entity may timely respond to the Individual within the sixty (60) day requirement
of 45 CFR § 164.524.

d) If the Party designated above responding to the Individual's request is unable to complete the response to
the request in the time provided, that Party shall provide the Individual with a writlen statement of the
reasons for the delay and the date by which the Party will complete its action on the request. The Party
may extend the response time once for no more than thirty (30) additional days.

2.8 Individuals’' Request 1o Amend PHI. if Business Assoclate receives PHI from Coveréd Entity in a Desighated
Record Set, Business Assaciate agrees to make any amendments to PHI in a Designated Record Set that
Covered Entity directs or agrees to pursuant to 45 CFR § 164.526, regarding an Individual's raquest to amend
PHI. The Business Assoclate shall make the amendment promptly in the time and manner designated by
Covered Entity, but shall have thirty (30) days notice from Covered Entity to complete the amendment to the
Individual's PHI and to nofify the Covered Entity upon completion.

2.9 Recording of Designated Disclosures of PHI. Business Assoclate agrees to document disclosures of PH|
and information related to such disclosures as wauld be required for Covered Entily to respond o a request by an
indlvidual for an accounting of disclosures of PHI in accordance with 45 CFR § 164.528.

2.10  _Accounting for Disclosures of Ptil. The Business Associate agrees to provide to Covered Entity or to an
Individual, in time and manner designated by Covered Entity, information collected in accordance with this
Agreement, to permit Covered Entity to respond to a request by an Individual for an accounting of disciosures of
FHI in accordance with 45 CFR § 164.528. The Covered Entlty shall forward the Individual's request requiring the
participation of the Business Associate to the Business Associate within two (2} business days, after which the
Business Associate shall provide such information as follows:

a) If Covered Entily directs Business Associate to provide accounting of disclosures of the Individual's PHI
directly to the Individual, the Business Asscciate shall have sixty {60) days from the date of the Individual's
request 1o provide access 1o or defiver such information to the Individual. The Cavered Entity shall provide
notice to the Business Associate in time 1o allow the Business Associate & minimum of thirty (30) days to
timely complete the Individual's request.

b} If the Covered Entity slects 1o provide the accounting to the Individual, the Business Associate shall have
thirty (30} days from date of Covered Entity’s notice of request to provide information for the Accounting to
the Covered Entity so that the Covered Entity may timely respond to the Individual within the sixty {(60) day
period.

¢y [f either of the Parties is unable to complete the response to the request in the times provided above, that
Party shall notify the Individual with a written statement of the reasons for the delay and the date by which
the Party will complete its action on the request. The Parties may extend the response time once for no
mora than thirty (30) additional days.
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d) The accounting of disclosures shall inctude at least the following information: (1) date of the disclosure;
(2) name of the third party to whom the PH! was disclosed, (3) if known, the address of the third party, (4)
brief description of the disclosed information; and (5} brief exptanation of the purpose and basis for such
disclosure.

e} The Parties shall provide one (1) accounting in any twelve (12) months to the Individual without charge.
The Parties may charge a reasonable, cost-based fee, for each subsequent request for an accounting by
the same individual if he/she is provided notice and the opportunity to modify hisfher request, Such
charges shall not exceed any applicable State statutes or rules.

211 Minimum Necessary. Business Associate agrees it must limit any use, disclosure, or request for use or
disclosure of PHI to the minimum amount necessary to accomplish the intended purpose of the use, disclosure, or
requast in accordance with the requirements of the Privacy Rule. . ‘

2.11.1 Business Associate represents to Covered Entily that all its uses and disclosures of, or requests for, PH|
shal be the minimum necessary in accordance with the Privacy Rule requirements.

2.11.2  Covered Entity may, pursuant to the Privacy Rule, reasonably rely on any requested disclosure as the
minimum necessary for the stated purpose when the information is requested by Business Associate.

2.11.3 Business Associate agrees to adequately and properly maintain all PH| received from, or created or
received on behalt of, Covered Entily

2.12 Privacy Compliance Review upon Request. Business Associate agrees 1o make its internal practices,
books and records, inciuding policies, procedures, and PHi, relating to the use and disclosure of PHI received
from, created by or received by Business Associate on behalf of Covered Entity available to the Coverad Entity or
to the Secretary of the United States Department of Health in Human Services or the Secretary’s designee, in a
time:and manner designated by the requester, for purposes of determining Covered Entity’s or Business
Associate's compliance with the Privacy Rule.

2.13 Cooperafion in Privacy Compliance. Business Associate agrees to fully cooperate in good faith and to
assist Covered Entity in complying with the requirements of the Privacy Rule.

3. OBLIGATIONS AND ACTIVITIES OF BUSINESS ASSOCIATE (Security Rule) ‘

3.1  Compliance with Security Rule. Business Associate agrees to fully comply with the requirements under the
Security Rule applicable t6 *business associates," as that term is defined in the Security Rule. In case of any
canflict between this Agreement and Service Agreements, this Agreement shall govern.

3.2  Secuwrity Safequards and Policies. Business Associate agrees to implement administrative, physical, and
technical safeguards that reasonably and appropriately protect the confidentiality, integrity, and avaitability of the
slactronic PHI that it creates, receives, maintains, or transmits on behalf of the covered entity as required by the
Security Rule. This includes specifically, but is not limited to, thie utilization of technology commetrcially available at
the time to the Business Associate to protect the Covered Entity's PHI against any reasonably anticipated threats
or hazards. The Business Associate understands that it has an affirmative duty to perform a regular review or
assessment of security risks, conduct aclive risk management and supply best effotts to assure that only
authorized persons and devices access its computing systems and information storage, and that only authorized
transactions are allowed. The Business Associate will maintain appropriate documentaticn of its compliance with
the Securlity Rule.

3.3  Security Provisions in Business Associate Contracts. Business Associate shall ensure that any agent,
including a subcontractor, to whom it provides electronic PHI received from, maintained, or created for Covered

Entity or that carries out any dutles for the Business Associate involving the use, custody, disclosure, creation of,
or access to PHI supplied by Covered Entity, shall execute a bilateral contract (or the appropriate equivalent if the
agent is a government entity) with Business Associate, incorporating the same restrictions and conditions in this
Agreement with Business Associate regarding PHI. ‘
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3.4 Tennessee Consumer Notice of System Breach. Business Associate understands thal the Covered Entity ts
an “information holder” (as may be Business Associate) under the terms of Tenn. Code Ann. § 47-18-2107, and
that in the event of a breach of the Business Associate's security system as defined by that statute and Definition
1.2 of this agreement, the Business Associate shall indemnify and hold the Covered Entity harmless for expenses
and/or damages related to the breach. Such obligation shall include, but is not limited to, the mailed notification to
any Tennessee resident whose personal information is reasonably believed {o have been acquirad by an
unauthorized individual. In the event that the Business Associate discovers circumstancas requiring notification of
more than one thousand (1,000) persons at one time, the person shalt also notily, without unreasonable delay, all
constimer reporting agencies and credit bureaus that complle and maintain files on consumars on a nationwide
basis, as defined by 15 U.8.C. § 16814, of the titning, distribution and content of the notices. Substitute notice, as
defined by Tenn. Code Ann. § 47-18-2107(e}2) and (3}, shall not be permitted except as approved in writing in
advance by the Covered Entity. The parties agree that PHI includes data elements in addition to those includad by
"nersonal information” under Tenn. Code Ann. § 47-18-2107, and agree that Business Associate’s responsibiities
under this paragraph shall include all PHI. '

3.5 BRaporting of Securily Incidents, The Business Associate shall track all security incidents as defined by
HIPAA and shall perfodically report such security ingidents in suminary fashion as may be requested by the
Covered Entity, but not less than annually within sixty (60} days of the annivarsary of this Agreement. The
Covered Entity shall not consider ag security incidents, for the purpose of reporting, external activities {port
enumeration, ete.) typically associated with tha “footprinting” of a computing environment as long as such activities
. have only identified but not compromised the logical network perimeter, including but not fimited to externally
facing firewalls and web servers, The Business Associate shall reasonably use its own vulnerability assessment
of damage potential and monitoring to define levels of Securily Incidents and responses for Business Associate’s
operations. However, the Business Associate shall expediently notify the Covered Entity's Privacy Officer of any
Security Incident which would constitute a Security Event as defined by this Agreement, including any “breach of
the security of the system" under Tenn Code Ann. § 47-18-2107, within TWO (2) BUSINESS DAYS. The
Businaess Associate shall likewise notify the Covered Entity within TWQ (2) BUSINESS DAYS of any unauthorized
acquisition including but not limited o use, disclosure, modification, or destruction of PH! by an employse or
otherwise authorized user of its system of which it becomes aware.

3.5.1 Business Associate shall identify in writing key contact persons for administration, data processing,
Marketing, information Systems and Audit Reporting within thirty (30) days of execution of this Agreement.
Business Assaociate shall notify Covered Entity of any reduction of in-house staff persons during the term of this
Agreement in writing within ten (10) business days.

3.6 Contact for Security Evenl Notice. Netification for the purposes of Sections 2.5, 3.4 and 3.6 shall be in writing
made by certified mail or overnight parcel within TWO {2) BUSINESS DAYS OF the event, with supplemental
notification by facsimile and/or telephone as soon as practicable, to:

Privacy Oificer

Bureau of TennCare

310 Great Circle Rd.
Nashville Tennessee
Phone: (615) 507-6855
Facsimile: (615) 532-7322

3.7 BSecurity Compiliance Review upon Request. Business Associate agrees to make ils internal practices,
books, and records, including policies and procedures relating to the securily of electronic PHI received from,
created by o received by Business Associate on behalf of Covered Entity, available lo the Covered Entity or to the
Secretary of the United States Department of Health in Human Satvices of the Secrefary’s designee, in a time and
manner designated by the requester, for purposes of determining Covered Entity’s or Business Assoclate’s
compliance with the Security Rule.

3.8 Cooperation in Security Compliange. Business Associate agrees to fully cooperate in good faith and to
assist Covered Enfity in complying with the requirements of the Security Rule.
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4. PERMITTED USES AND DISCLOSURES BY BUSINESS ASSQCIATE

4.1 Use of PH! for Operations on Behalf of Covered Entity. Except as otherwise limited in this Agresment,
Business Associate may use or disclose PHI to perform functions, activities, or services (i.e., treatment, payment
or health care operations) far, or on behalf of, Covered Entity as specified in Service Agresments, provided that
such use or disclosure would not viclate the Privacy and Security Rule, if done by Covered Entity.

4.2 Other Uses of PHI. Except as otherwise limited in this Agreement, Business Associate may use PHI within
its workforce as required for Business Associate's proper management and administration, not to include
Marketing or Commercial Use, or to carry out the legal responsibllites of the Businass Associate.

4.3 Third Party Disclogure Confidentiality. Except as otherwise limited in this Agreement, Business Associate
may disclose PHI for the proper management and administration of the Business Associate, provided that
disclosures are Required By Law, or, if permitted by law, this Agreemant, and the Service Agreement, provided
that, if Business Associate discloses any PHI to a third party for such a purpose, Business Asscciate shall enter
into a written agreement with such third party requiring the third party to: {&) mainiain the confidentiality, intogrity,
and availability of PH! and not to use or fuither disciose such information except as Required By Law or for the
purpose for which it was disclosed, and {(b) notify Business Associate of any instances in which it becomes aware
in which the confidentiality, integrily, and/or availahility of the PHi is breached within TWO (2) BUSINESS DAYS of
event,

4.4 Dala Aggregation Services. Except as otherwise limited in this Agreement, Business Associate may use
PHI to provide Data Aggregation Services to Covered Entity as permilled by 42 CFR § 164.504(e}(2)(1}(B).

4.5  Other Uses Strictly Limited. Nothing in this Agreement shall permit the Business Asscciate to share PHI
with Business Associate’s affiliates or contractors except for the purposes of the Service Agreemaent(s) between
the Covered Entity and Business Associate(s) identified in the “LIST OF AGREEMENTS AFFECTED BY THIS
[BUSINESS ASSOCIATE} AGREEMENT & HIPAA REQUIREMENTS” on page one of this Agreement.

4.6 . Covered Entity Authorization for Additional Uses. Any use of PHI or other confidential TennCars information
by Business Associate, its affiliate or Contractor, other than those purposes of this Agreement, shall require
express written authorization by the Covered Entity, and a Business Associate agreement of amendment as
necessary, Activities which are prohibited include, but not are not lintited o, Marketing, as defined by 456 CFR §
164.503 or the sharing for Commercial Use or any purpose construaed by Covared Entity as Marketing or
Commercial use of TennCare enrollee personal or financial information with affiliaies, even if such sharing would
be permitted by federal or state laws.

4.7  Prohibition of Qffshore Disclosure. Nothing in this Agreement shall parmit the Business Associate to share,
use or disclose PHI in any form via any medium with any third party beyond the boundaries and jurisdiction of the
United States without_express written authorization trom the Covered Entity.

4.8 Data Use Agreament - Useé and Disclosure of Limited Data Set.  Business Assoclate may use and disclose

a Limited Data Set that Businass Associate creates for Research, public health activity, or Health Care

Operations, provided that Business Associate complies with the obligations below. Business Associate may not
make such use and disclosure of the Limited Data Set atter any cancellation, termination, expirétion, or éther

conclusion of this Agreement.

49 Limitation on Permitied Uses and Disclosures. Business Associate will limit the uses and disclosures #

makes of the Limited Data Set 10 the iollowing: Research, public heaith activity, or Health Care Operations, fo ihe

extem such aclivities are related to covered functions, including business planning and development such as

conducting cost-management and pianning-related analysis related {0 managing and operating Business
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Associates functions, formutary development and adminisiration, development and improvement of methods of
payment or coverage policies, customer service, including the provision of data analysis for policy holders, plan
_sponsors, or other customers, to the extent such activities are related to covered functions , provided that PH! is

not disclosed and disclosure is not prohibited pursuant to any other provisions in this Agreement telated to

Marketing or Commercial use,

§  OBLIGATIONS OF COVERED ENTITY

51  Nolice of Privacy Practices. Covered Entity shall provide Business Associate with the notice of Privacy
Practices produced by Covered Enlity in accordance with 45 CFR § 164,520, as well as any changes to such

notice.

5.2 Notlice of Changes in Individual’s Access or PHI. Covered Entity shall provide Business Associate with any
changes in, or ravocation of, permission by an Individual to use or disclose PHY, if such changes affect Business

Associate’s permitted or required uses,

53  Notice of Restriction in individual’s Access or PHI. Covered Entity shall notify Business Associate of any
restriction to the use or disclosure of PHI that Covered Entity has agreed to in accordance with 45 CFR § 164.622,
to the exlent thal such resiriction may affect Business Associale's use of PHL

5.4 Recigrooiiy for Requesls Received by Business Associate. The Parties agree that this Section (Section §) is

raciprocal {0 the extent Business Associate is notified or recelves an inquiry from any individual within Covered
Entity's covered population.

6. PERMISSIBLE REQUESTS BY COVERED ENTITY

6.1 Reguests Perrnissible under HIPAA. Covared Entity shall not request Business Associale to use or disclose
PHiin any manner that would not be permissible under the Privacy or Security Rule.

7. TERM AND TERMINATION

7.1 Term. This Agreement shall be effective as of the date on which it has been signed by both parties and shall
terminate when all PHI which has besn provided, regardless of form, by Covered Entity 1o Business Associate, or
created or received by Business Associate on behall of Covered Entity, is destroyed or returned to Covered Entity,
or, if the Parties agree that It s unfeasible to return or destroy PHI, subsaction 7.3.5 hefow shall apply.

7.2 Termination for Cause. This Agreement authorizes and Business Associate acknowtedges and agrees
Covered Entity shall have the right to immediately terminale this Agreement and Setvice Agreement In the event
Business Associate falls to comply with, or viclates a material provision of this Agreemeni and any provision of the
Privacy and Security Rules.

7.21  Upon Covered Entily's knowledge of a material breach by Business Assaciate, Covered Entity shall either:
a) Provide notice of breach and an opportunity for Business Associate 10 reasonably and pramptly cura the

breach or end the violation, and terminate this BAA if Business Associate doss not cure the breach or end
the vielation within the reasonable time specified by Covered Entity; or
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b) Immediatety terminate this BAA if Business Associate has breached a material term of this BAA and cure
is not possibte; or ' .

¢} If termination, cure, or end of violation is not feasible, Covered Entity shail report the violation o the
Secratary.

7.3 Effeciof Termination. Upon termination of this Agreement for any reason, except as provided in subsections
7.3.2 and 7.3.5 below, Business Associate shall at its own expense either return andfot destroy all PHI and other
confidantial Information received, from Covered Entity or created or received by Business Associate on behalf of
Covered Entity. This provisicn applies to all confidential information regardliess of form, including but not limited to
electronic or paper format. This provision shall also apply to PHI and other confidential information in the
poassession of sub-contractors or agents of Business Associate.

7:3.1 The Business Associale shall consult with the Covered Entily as necessary to assure an appropriate means
of return and/or destruction and shall potify the Covered Entity in writing when such destruction is complete. |If
information is to be returned, the Parties shall document when all information has been received by the Covered

Entity.

7.3.2 This provision (Section 7.3 and its subsections) shall not prohibit the retention of a single separate,
archived file of the PHI and other contidential TennCare information by tha Business Associate if the method of
such archiving reasonably protects the continued privacy and security of such information and the Business
Associate obtains wrilten approval at such time from the Covered Entity. Ctherwise, neither the Business
Associate nor its subcontractors and agents shall retain copies of TennCare confidential information, including
enroliee PHI, except as provided herein in subsecticn 7.3.5,

7.3.3 The Parties agree to anticipate the return and/or the destruction of PHI and ather TennCare confidential
information, and understand that removal of the confidential information from Business Associaie’s information
system(s} and premises wili be expected in almost all circumstances. The Businass Associate shall notify the
Covered Entity whether it infends to return and/or destroy the confidentlal with such additional detail as requested,
in the svent Business Associate determines that returning or destroying the PHI and other conlidential information
received by or created for the Covered Entity at the end or other termination of the Service Agreement is not
teasible, Business Associale shall provide to Covered Entity notification of the conditions that make raturn or
destruction unfeasibie.

7.3.4 Except for Business Associate Agreaments in effect prior 1o April 21, 2006 when the Security Rule became
effective, for the renewal or amendment of those same Agreements, or for other unavoidable circumstances, the
Parties contemplate that PHI and other confidential information of the Covered Entity shall'not be merged or
aggregated with data from sources unrelated to that Agreement, or Business Associale’s other business data,
_including for purposes of data backup and disaster recovery, until the parties identify the means of return or

destruction of the TennCare data or other confidential information of the Covered Entity at the conclusion of the
Service Agreement, or otherwise make an express alternate agreement consistent with the provisions of Seciion
7.3 and its subseciions,

7.3.5 Upon written mutual agreement of the Parties that return or destruction of PHI is unfeasible and upon
express agreement as to the means of continued protection of the data, Business Associate shalf extend the
protections of this Agreement to such PHI and limit further uses and disclosures of such PHL to those purposes
that make the return or destruction unfeasible, for so long as Business Associate maintains such PHI.

8. MISCELLANEOUS

8.1 Requlatory Reference. A reference in this Agreement to a seclion in the Privacy and/or Security Rule
means the section as in effect or as amended.

8.2 Amendment. The Parlies agree to take such action to amend this Agreement from time to time as is
necessary for Covered Entity to comply with the reguirements of the Privacy and Securily Rules and the Health
Insurance Portability and Accountabifity Act, Public Law 104-191. Business Associate and Covered Entity shall
comply with any amendment to the Privacy and Security Rules, the Health Insurance Portability and Accountability
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Act, Public Law 104-191, and reiated regulations upon the effective date of such amendment, regardless of
whether this Agreement has been formally amended.

8.3 Survival. The respective rights and obligations of Business Associate under Section 7.3 of this Agreement
shalt survive the termination of this Agreement,

8.4 Intempretation. Any ambiguity in this Agreement shall be rasolved in favor of a meaning that permits
Covered Entlty and the Business Associate to comply with the Privacy and Security Rules.

8.5 Headings. Paragraph Headings are used in this Agreement are for the convenience of the Parliss and shall
have no legal meaning in the interpretation of the Agreement.

8.6 Notices and Communications. All instructions, notices, consents, demands, or other communications
required or contemplated by this Agreement shall be in writing and shali be delivered by hand, by facsimile
transmission, by overnight courier setvice, or by first class mall, postage prepaid, addressed to the respective
party at the appropriate facsimile number or address as set forth below, or 1o such other party, facsimile number,
or address as may be hereafter specified by written notice. (For purposes of this section, effective notice to
“Respective Party” is not dependent on wheather the person named below remains employed by such Party.) The
Parties agree to use their best efforts to immediately notify the other Party of changes in address, telephone
number, fax numbers and to promptly supplement this Agreement as necessary with corrected information.
Notifications relative to Sections 2.5, 3.4 and 3.5 of this Agreement must be reported to the Privacy Officer

pursuant to Section 3.6.

COVERED ENTITY: BUSINESS ASSOCIATE:
Parin Gordon Mike Bennof
Deputy Commissioner Executive Vice President
Department of Finance and Adm, SXC Health Solutions, inc.
Bureau of TennCare 2441 Warrenvilie Road
310 Great Circle Road Sufte 610
Nashville, TN 37243 Lisle, iL. 60532
(618} 6507-8443 Telephone: 630-577-3290
Fax: (615) 253-5607 Fax: 630-577-3101

All instructions, notices, consents, demands, or other communications shall be considered effectively given as
of the date of hand delivery; as of the date specified for overnight courier service delivery; as of three (3)
business days after the date of mailing; or on the day the facsimile transmigsion is received mechanically by
the facsimile machine at the receiving location and receipt is verbally confirmed by the sender.

87 Strict Compliance. No failure by any Party to insist upon styict compliance with any term or provision of this
Agresment, to exercise any aption, 1o enforce any right, or to seek any remedy upon any default of any other Party
shall affect, or constitute a waiver of, any Party's right to insist upon such strict compliance, exercise that option,
enforce that right, or seek that remedy with respact to that default or any prior, contemporaneous, or subsequent
defauit. No custom or practice of the Parties at variance with any provision of this Agreement shall affect, or
constitute a waiver of, any Party's right to demand strict compliance with ali provisions of this Agresment,

8.8 Severability. With respect to any provision of this Agreement finally determined by a court of competent
jurisdiction to be unenforceable, such court shall have jurisdiction to reforim such provision so that it is enforceable
to the maximum extent permitted by applicable law, and the Parties shall abide by such cowt's determination, In
the event that any provision of this Agreement cannot be reformed, such provision shall be deemed io he severed
from this Agreement, but every other provision of this Agreement shall remain in full force and elfect.

8.9 Governing Law. This Agresement shall be governed by and construed in accordance with the laws of the
State of Tennesseo aexcapt to the extent that Tennessee law has been pre-empted by HIPAA and without giving
sffect 1o principles of conflicts of law, Jurisdiction shall be Davidson County, Nashville, Tennesses, for purposes of
any litigation resulting from disagreements of the parties for purpose of this Agreement and the Serwce
Agreement {s).
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