CONTRACT

tfae-for-service contract with an individual, business, non-profit, or governmental entity of another state)

Begin Date End Date Agency Tracking # Edison Record 1D
12/15/2014 6/30/2020 31786-00121 43652

Contractor Legal Entity Name Edison Vendor 1D
CaremarkPC8 Health, L.L.C, 133265

Service Caption (one line only)
Pharmacy Benefits Manager for the State, Local Education, and Local Government Insurance Plans
Subrecipient or Vendor CFDA#
] subrecipient [X] vendor

Funding «-

FY State Federal Interdepartmentai | Other TOTAL Contract Amount
20158 2,215,750.00 1,772,600.00
2018 4.431,500.00 3,545,200.00
2017 4,431,500.00 3,545,200.00
2018 4,431,500.00 3,545,200.00
2019 2.215,750.00 1,772,600.00

TOTAL: $17,726,000.00 $17,726,000.00

American Recovery and Reinvestment Act (ARRA} Funding: I:] YES NO

Ownership/Controt
D African American D Asian D Hispanic D Native American |:] Female
D Person wiDisability D Smalt Business I:I Government NOT Minority/Disadvantaged

E] Other:

Selection Methad & Process Summary (mark the correct response o confirm the associated summary}

E RFP The procurament process was completed in accordance with the approved RFP
document and associated regulatlons

i ey e . b i

D Competmve Nagot!atlon The predefined, competitive, impartial, nagoﬂatlon process was completed in
accordance with the associated, approved procedures and evatuation crileria.

ke

; The predefined, competitive, impartial, procurement process was completed in
D Alternative Compatltlve Method . accordance with the associated approved progedures and evaluatlon criteria,

D Non-Compet:tlva Nagatlatmn i The non- compel{ttve contraclor selection was completed as approved and the

procurement process included a negotiation of best possible lerms & price.

or resulted from the state making the same agreement with all interested parties
or all parties in a predetermined "class.”

!
i
D Other E The centractor selection was directed by law, court order, setttement agreement,
i
)
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CONTRACT
BETWEEN THE STATE OF TENNESSEE,
STATE INSURANCE COMMITTEE,

LOCAL EDUCATION INSURANCE COMMITTEE,
AND LOCAL GOVERNMENT INSURANCE COMMITTEE
AND
CAREMARKPCS Health, LLC

This Contract, by and hetween the State of Tennessee, State Insurance Committee, Local Education
Insurance Commitiee, and the Local Government insurance Committee, hereinafter referred to as the "State"
and CaremarkPCS8 Health, LLC, hereinafter referred to as the “Contractor,” is for the provision of a pharmacy
benefits manager for the Public Sector Plans, as futher defined in the "SCOPE OF SERVICES."

The Contractor is A LIMITED LIABILITY COMPANY.
Contractor Place of Incorporation or Organization: Delaware
Contractor Edison Registration 1D # 133265

A, SCOPE OF SERVICES:

AJ.  The Contractor shall provide ali service and deliverables as required, described, and detailed herein
and shalt meet all service and delivery timelines as specified by this Contract.

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

A2, Pharmacy Benefit and Policles

a. The State wil determing all pharmacy benefits and related policias. If the Contractor has a
question on policy determinations, benefits, or operating guidelines required for proper
performance of the Contractor's responsibilities, then the Contractor shall request a
determination in writing from the State, The State will respond in writing with a determination and
th?dCﬁnvamor shall then act in accordance with such policy determinations and/or operating
guideiines,

b. The State will have the sole responsibility for and authority to clarify and/or revise the Plan
Documents {located on the State’s website at (htto./www.tn.govifinance/ins/publications.shtrml),
which governs the structure of the pharmacy benefits available to members. It is understood
between the parties that the pragram cannot and does not cover all benefit situations. In a case
where the benefits are not referenced or are not clear, the Contractor shall clarify the State's
gltent with the State. The State shall have the exclusive and final authorily to interpret the Plan

ocuments,

¢. Unless otherwise directed by the State in writing, the Contractor shalf not attempt to interpret
statutes, regulations, plan documents, or policy materials, Rather, the Contractor shall refer, in
writing, all questions regarding a policy interpretation to the contact designated by the State
within one (1) business day of discovery of the issue in question.
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d.

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

Plan lmplernentation

&.

The pharmacy benefit for the Public Sector Plans will take effect and be fully operational on the
"go-live" date specified in Contract Section A.31. (Project Deliverables/Milestones).

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

The Contractor shall provide a dedicated {ull-time implementation team. All of the Contractor's
implementation team members shall have participated, as team members, in the implementation
of pharmacy benefit services for at least one other large employer (i.e. employers with pharmacy
plans covering at least 100,000 lives). The Contractor’s implementation team shall include a full-
time licensed Pharmacist designated to this contract, and a full-time Account Manager
designated to this contract, who will be the main contact with the State for all of the day-to-day
matters refating to the implementation and ongoing operations of the contract. Also, the
Contractor shall assign an Information Systems Project Coordinator (i) to coordinate activities
among the Contractor and the State's existing vendors and alf the internal and external
participating and affected entities.

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

The Contractar shalf provide a project implementation plan to the State ne later than thirty (30}
days after the Contract start date, The plan shall be efectronically maintained, daily, in Microsoft
Excel or Micrasoft Project. The plan shall detail all aspects of implementation, which includes afl
{asks with deliverable dates necessary {o satisfactorily install the program no later than the go-
live date specified in Contract Section A.31. (Project Delfiverables/Milestones) and a description
of the members on the transition {eam and their roles. The plan shall include a detailted timeline
description of all work to be performed both by the Contractor and the State. This plan shall
require written approval by the State. At a minimum, the implementation plan shall provide
specific details on the following:

(1) Identification and timing of significant responsibilities and tasks;

(2) Names and titles of key implementation staff;

(3) Identification and timing of the State's responsibilities,

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

(6) Data conversion plan including procedures for testing the conversion data;

(6) Identification and timing for the testing, acceptance and certification of receipt of State's
eligibility through Edison,

(7) Identification and timing for testing and certification of claims payment and reconciliation
process;

(8) Drug formulary development consistent with the State pharmacy benefit;
(9) Plan member communications,

{10)Schedule of in-person meeting and cenference calls;

(11)Transition requirements with the incumbent PBM, and
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{12)Staff assigned lo attend and present (if required) at open enroltment/ educational
sessions.

The Coniractor shall schedule an implementation meeting on-site at the State of Tennessee
offices in Nashville, TN no later than sixty (0} days prior to the pharmacy benefit go-live date.

The Coniractor shall provide for a comprehensive operational readiness review {pre
implementation audit) by the State, and/or its designee, at least sixty (60} days prior to the
pharmacy benefit go-live date. The Contractor shalt pay for the comprehensive readiness review
to ensure the ptan design, eligibility and financial contract terms have been set up correctly.
Such review by the State, and/or its designee, may Include, but not be limited to, an on-site
review of the Contractor's operational readiness for all services required in this contract (e.g.
claims processing and payment, customer services, Contractor staff education, website
development, etc.). The review may also include desk reviews of documentation that includes
but is not limited to:

(1) Policy and Procedures Manual;
(2) Information systems, and
(3) Any and all deliverables required under this Contract.

At its discretion, the State may conduct an additional, pre-implementation review of the
Contractor's progress towards fulfilling the [T and telecommunication technology requirements of
this Contract.

The Contracter shali participate in all readiness review activities conducted by State staff and/or
the State's designee to ensure the Contractor's operational readiness for all services required in
this contract. The State will provide the Contractor with a summary of findings that may include
areas fequiring corrective action prior to the pharmacy benefit go-iive date. The Contractor shall
ensure that the State has the opportunity to thoroughly test the system prior {o the go-iive date
and that any findings identified by the State are rescived prior to the go-live date.

At the State’s request and expense, the Contractor shall host one or more officials of the State
{or agents of the State) onsite at its Call Center no later than one month (12/1/2014) prior to the
go-live date of January 1, 2015 for the purpese of ensuring that all customer service
representatives have been adequately trained on all aspects of the State’s unique benefit plans
{i.e. to ensure that accurate benefits and information are provided to our plan members). A tour
of the facility and a review of the plan of benefits and go-iive date will be reviewed as well,
These officials will help to coordinate activities with Benefits Admiristration staff and the Call
Center.

The Contractor shall conduct status meetings concerning project development, project
implementation and Contractor performance at least bi-weekly during implementation and daily
for the first month following the go-live date, unless otherwise approved by the State. Thereafter,
all ongoing operational meetings shall be conducted on a State specified schedule, but shall
occur no less than once a month. Such meetings shall be either by phone or on-site at the
offices of the State, as determined by the State and shall include the Account Manager,
Pharmacist and appropriate systems staff. Any costs incurred by the Contractor as a result of a
meeting with the State shall be the respensibility of the Contractor.

No later than forty-five (45) days post-implementation, the Contractor shall provide the State with
an Implementation Performance Assessment, which will be completed and provided back to the
Contractor. This assessment will be used to document the State's satisfaction with the
imptamentation process.

Staffing
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The Contractor shall provide an ongoing designated, fll-ime Account Team that can provide
daily operational support as well as strategic planning and analysis. Al members of the Account
Team shall have previous experience administering pharmacy benefits for large employers.

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

The Contractor shall designate a full time licensed Chief Pharmacist as a member of the ongoing
account team, This individual shall have over § years experience working at the executive level
for & PBM and shall have the responsibility for providing the State with clinical pharmacological
advice in the review and development of a specific formulary for the State Plans, pharmacy
benefit design and utilization review activities to include Prior Authorization (PA), Step Therapy
and other innovative approaches to managing the prescription drug benefits for the Public Sector
Plans. In addition, the Contractor shall, af the State's request, have sald Pharmacist avallable to
participate with the State's Wellness Contractor and/or Case Managers at the State's TPAs in
regular (or as neaded) calls to discuss complex member cases, member issues, paly pharmacy
Issues, and other similar issues. These discussions will typically take place via teleconference
on an as-needed basis as determined by the Case Managers and/or the Medical Director at the
State's Wellness Contractor.

The Contractor shall designate a full time Account Manager as a member of the ongoing account
team. The Account Manager shall be a member of the implementation team in order to ensure a
seamless trangition from implementation to ongoing operations.

The Account Manager shalt have the responsibility 2nd authority to manage the entire range of
services discussed in this Contract and shall respond immediately to changes in benefit plan
design, changes in claims processing procedures, or general administrative problems identified
vy the State. Further, this Account Manager shall be someone who is readily available via
telephone and email throughout the work day to answer calls and emails by the Director of
Pharmacy Services at the State and also by other state staff to research member issues that
make their way to the State.Contractor expressly agrees that all plan member calls regarding
pharmacy banefits, including but not limited o copayments, deductibies, out of pocket
maximums, nefwork pharmacies, drug coverage, and coordination of benefits shalt be directed to
the Contractor's customer service center. The Contractor further agrees that the State Benefits
Administration Service Center representatives only serve to answer guestions ahout eligibility
and that Contractor’s customer service center representatives should only refer eligibility-related
issues back to Benefits Administration.

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

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

The Contractor shall train all Contractor staff and sub-contracted staff regarding ail applicable
aspects of the Public Sector Plan Pharmacy Program, The State may approve or disapprove the
Contractor's Subcontractors or its staff providing core services assigned to this Contract prior to
the proposed staff assignment. All new Stibcontractors, who will be providing core services not
already identified in the Contractor's RFP response, must be approved by the State in writing
prior to the performance of any work required under this contract. For the purpose of this
Contract, core services are defined as those that touch or affect the member, specifically
member customer services, member call center, mail and speciaity pharmacy services (if used
by the member), claims processing and adjudication, appeals processing at all levels. Also
included are such services that affect the plan administrator such as the contractor's account

Page 6 of 91




A5,

team that interacts with the state on a daily basis through telephene calls, emails, and face to
face mestings, clinical advisors or pharmacists on the account team, and the contractor's P&T
{pharmacy & therapeutics) committee which develops the contractor's standard national drug
formulary.

The State may direct the Contracior io replace staff members or subcontractors praviding core
services, as it deems necessary and appropriate. The decision of the State on these matters

shall not be subject to appeal.

Key personnel commitments (i.e. Implementation or Ongoing Account Manager and Chief
Pharmacist) made in the Contractor's proposal shall not be changed unless the Contractor
receives prior written approval from the State. The Contractor shall notify the State at least
fifteen (15) business days in advance, or as soon as the information is available, of proposed
changes and shall submit justification (including proposed substitutions) in sufficient detail
regarding education and experience equal to previous staff to the State to evaluate the impact
upon the Contract. The decision of the State on these matters shall not be subject to appeal.

If any key positions {e.g. the State's designated account Strategic Account Executive, Account
Manager, Clinical Pharmacist) become vacant, then the Contractor shall provide a replacement
with commensurate experlence and required professional credentials within sixty (60} days of
the vacancy uniess the State grants an exception to this requirement in writing.

For matters designated as urgent by the State, the Contractor shall provide a response to the
State within four (4) hours. Staff members, from the respective business unit, with final decision
making authority shall provide responses,

The Contractor shall participate in review meetings with the State on a monthly basis for the first
six {6) months of the contract, and quarterly thereafter. In these meetings, the Contractor's
account team and the State will review the operations and financiat petformance of the Public
Sector Plan pharmacy benefit. These meetings will take place at the State of Tennessee offices
in Nashville, TN, However, at its discretion, the State may allow the Contracior to participate in
such meetings by teleconference.,

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

Point-of-Sale Claims Adjudication (for Retait, Mail Order, and Specialty Pharmacy)

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

The Contractor shall provide system design, modification, development, implementation and
operation for the Public Sector Plan POS system, which uses the specified, current National
Council for Prascription Drug Pragrams, Inc. (NCPDP) format, The Contractor's POS system
shall allow it to interface with the existing pharmacy "switch” networks that connect pharmacy
providers with the Contractor's system.

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

(hito:Awww in.govifinancefins/publications.shiml )
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The Contractor shall process ninety-nine and one half percent (89.5%) of POS claims on a daily
basis within five (5} seconds. For this caloulation the number of claims processed within five (8)
secends during each twenty-four (24) hour period shall be the numerator and the number of
claims processed during each fwenty-four (24) hour periad shall be the denominator. To
measure compliance with this standard, the Contractor shall measure for each claim the time
frorn whan the claim is received by the Contractor's processor to the time the results are
transmitted from the Contractor's processor. The Contractor's measure shal reflect the time
required for alf procedures required to complete claim adjudication.

The Contractor shall notify the State's Project Manager, via e-mail and phone, immediately upon
knowledge of unscheduled or unapproved downtime involving more than ten percent (10%) of
production for a period greater than 15 minutes, The Contractor shall also provide the State
updates at regular intervals during a sustained downtime, The State will be presented with
recovery options as appropriate. Upon full system recovery, the Contractor shall provide the
State with a System Downtime Analysis describing root cause issues and actions to mitigate
future downtime occurrences,

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

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

The contractor's system's must provide members a point-of-sale explanation of pharmacy
bensfits for Claims processed through its mait service and Speciaity pharmacies, and
eoncurrentty provide online Claims records for prescriptions dispensed through afl channels,
which lists the individual member's pharmaceutical out-of-pocket expenses, the plan sponsor's
costs, and any cost savings opportunities for the member, as well as providing members, on at
least an annual basis, with a summary of their benefit cost savings opportunities from the prior
year.

Coniractor shall work as needed and requested with the state's Third Party Administrators
(TPAs) in their work related to subrogation claims. Contractor shall be ready and willing to share
data or support the TPAs as needed In this work.

The POS claims system shall fully integrate the PA and Step Therapy programs, as described in
sections A.11.g and A.11.h, and have edits to verify eligibility, the current formulary, and claim
completeness as claims are submitted.

The Contractor shall confirm eligibility of each member on the basis of enroliment information
provided by the State, which applies to the period during which the charges were incurred. On a
quarterly basis, the Contractor shall accurately process a minimum of ninety-eight pergent (88%)
of claims sither filed directly by mambers and/or their prescriber(s), in accordance with the
Liquidated Damages section (Contract Attachment B) of this contract. The Contractor shall
provide Public Sector Plan pharmacy services only to eligible members. The Contractor shall
track member utilization across all participating pharmacy providers (i.e. retail, mail, and
specialty) and shall report member utilization to the State at the State's request.

The POS system shall generate a claim pay status of pay or deny. The system stall aliow 2
pharmacy to initiate a reversal (void) of a submitted claim. The telecommunications systern
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supporting the POS function shall be available for ¢laims submissions by pharmacies twenty-four
(24} hours-a-day, seven (7) days-a-week {except for regutarly scheduled and separately
approved downtimes) and shall be accessible and operational no less than ninety-seven percent
(97% of this time. The Contractor shalf not charge participating pharmacy providers any PCS
fees for services rendered under this contract. Network pharmacy providers are responsible for
purchasing POS hardware, software and all telecommunications linkages. The Contractor shall
reguire all participating netwoark pharmacy providers to have the POS function,

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

At the point of sale, the Contractor shall idertify and deny claims that contain invalid provider
numbers. Pharmacy providers shall submit claims and be identified by their individual and
specific National Provider Identification numbers (NP1). Prescribers shall be identified on all
pharmacy claims by their specific NPI or Drug Enforcement Agency (DEA) numbers, or any
other identifying nurnber as required by the State or HIPAA,

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

The Contractor's POS adjudication system must have the ability fo reject claims when the
member's S$tate plan coverage is secondary to another plan and notify members and the retail
pharmacy why the claim rejected. Sscondary coverage claims must be submitted to the
Caoniractor for possible reimbursement. .

Upon conclusion of this contract, or in the event of its termination or cancellation for any reason,
the Contractor shall be respansible for the processing of all claims incurred for eligible Public
Sector Plan members rendered during the period of this contract with no additional
administrative cost to the State and according to the pharmaceutical price quoted for the year in
which the pharmacy expense was incurred. The Contractor shall also be responsible for the
payment of rebates on all claims incurred prior to termination or canceliation. The claims run out
period shall commence for a peried of six (6) calendar months after the contract term date,
unless otherwise directed by the State.

The Contractor shall maintain a dedicated toll-free number 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 pharmacy providers regarding system operations and claims
inquiries. The Contractor shall supply all the required information systems, telecommunications,
and personnel to perform these operations. The Contractor's Help Desk and Help Desk
representatives/operators shatl be located in the United States.

The Contractor shail process all of the State’s claims on the same platform during the term of
this Contract and shall not transition the Stata from the claima adjudication platform that they are
implemented onto during the term of this cortract without prior written approval by the State.

Claims Payment and Reconciliation

The Contractor shall adgjudicate claims as payable only if said claims are (i) for eligible members
{ii) for approved services (iil} dispensed by in-network pharmacy providers {or out-of-network
providers, payble up fo the MAC and minus any member cost sharing) and (iv) and in
accordance with the payment rules and other policies of the State. The State will only pay for

Page % of 91




approved and correctly paid claims, not for rejected or reversed claims. Qut of nefwork claims
shall be paid via direct member reimbursement for (i} eligible members (if) for approved services
(fii) and in accordance with the payment rules and other policies of the State,

The Contractor shall pay the claim or advise the provider that a submitted claim is: (1) a "denied
claim” {specifying all reasons for denial}; or, (2) remains as a transaction that cannot be denied
or aliowed due to insufficient information andfor documentation (specifying all information and/or
documentation that is needed from the provider in order to aliow or deny the claim). An
incomplete transaction may be resubmitted with the information necessary to complete the
claim.

The Contractor shall pass directly to the Public Sector Plan the contract terms the Contractor
has negotiated with retail pharmacies (discounts and dispensing fees) and pharmaceutical
manufacturers (rebates). Thus, the Contractor shall not receive any differsntial, or “spread”,
between the pharmacy or manufacturer contracted rate and the plan sponsor contracted rate.
The Contractor shall provide a quarterly report to demonstrate the level of pass-through pricing.

The Contractor shall be responsible for ensuring that any payments funded by or to the State are
accurate and in compliance with the terms of this contract, including the Liquidated Damages
saction (Contract Attachment B) of this contract; agreements between the Contractor and
providers; and state and federal Jaws and regulations.

The Contractor shafl ensure that every paid claim is attributed to one of the state's funding
accounts. Currently there are six (6) accounis (55000 State Plan Actives, 56000 Local Education
Plan Actives, 58000 Local Government Plan Actives, 51000 State Plan Retirees, 52000 Local
Education Plan Retirees, and 53000 Local Government Plan Retirees), Any later adjustments of
claims requested or initiated by either the State or by the Contractor shall be debited or credited
to one of the state's funds and not to the funds that ate paid to the Contractor in the way of
administrative fees. Any adjusiments or fater claims processed that results in the state being
owed money or the state owing money for a claim processed should be debited or credited
against one of the state’s funds and NOT against any administrative fees payments. Claims
payment accuracy shali be ninety-eight percent (98%) or higher.

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

The Contractor shall reimburse pharmacies for ¢laims from their own funds and accounts. For
the payment of all claims under this contract, the Contractor shall issue payments in the form of
checks and/or Automated Clearing House (ACH) electronic funds transfer against the
Contractor's own bank account. The Contractor shall maintain security and quality controls over
the design, printing, and mailing of checks, as well as any fraud prevention features of checks.
Additional requirements related to payments are listed in Section C.3 of the Contract. These
claims paid by the Contractor will be reimbursed by the State's Office of Business and Finance
(OBF) upon receiving sufficient documentation and reports from the Contractor to validate/justify
the aceuracy of the requested reimbursement for paid claims, The State wilt only reimburse the
Gontractor for paid claims, Claims that have been processed and adjudicated but not yet paid
by the Contractor to pharmacies wili not be reimbursed by the State.

The Contractor shall follow the State of Tennessee's law(s) surrounding prompt payment to
providers. In the absence of a prompt payment law for PBMs, the Contractor shall pay providers
far 100% of all “clean” claims within the lesser of 30 days or the contracted turnarcund time with
the pharmacy.

During the Spring of 2013, the Tennessee General Assembly passed legislation (Public Chapter
408, Senate Bill 63) See hitp:/state in.us/sos/acts/108/pub/pe0408.pdi This requires the State
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Benefits Administration office to compile a report each July 1 using data from various audit
reports completed for us during the year, Benefits Administration will require the participation
and timely assistance of the contractor under this contract fo work with the actuarles and
benefits znalysts both in and outside the state to ensure that each report is completed timely.
Please note that item #5 in the LURL provided above raquires a “reconciliation of the pharmacy
benefits manager's payments to pharmacies with the state’s reimbursement to the pharmacy
benefits manager.”

Pharmacy Netwark

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

The Contractor shall execute pharmacy provider agreements with Any Willing pharmacy
providers for retail, mail and speciaity pharmacies that maintain all federal, state and local
licenses, cartifications, and permits, without restriction, required to provide pharmageutical
services and shall comply fully with all applicable laws and regufations.

The Contractor shall provide a list of the individual pharmacies {including at a minimum: name,
NCPDP number, NP} number, address, city, state, zip code, and telephone number) participating
in the retail, 90-day-at retail, mail, and specialty netwarks on the Centractor's website at least
thisty (30) days prior io the go-live date. The Contractor shall update the lists at least quarterly,
and these lists shal! appear in a prominent place on the contractor's website for State of TN plan
members. Such list shall be easy to locate and utilize for all public sector plan members,

The Contractor shall not require the State to mandate the use of mait order pharmacies.
Retail Network:

(1) The Contracter shali maintain under contract a network of pharmacy providers fo provide the
covered services such that in urban areas, at least ninety percent (80%) of Public Sector
Plan members, on average, live within one and one half (1.5) miles of a retail pharmacy
participating in the Contractor's network; in suburban areas, at least ninety percent (80%) of
Public Sector Plan members, on average, live within three (3) miles of a retall pharmacy
participating in the Contractor's network; and in rural areas, at least ninety percent (90%) of
Public Sector Plan members, on average, live within ten {10) miles of a retail pharmacy
participating in the Contractor's network. The Contractor shall justify and document all
exceptions, which are subject to prior written approval by the State.

90-day-at-Retail Network:

(1) In accordance with Any Willing Pharmacy Act (codified at TCA § 56-7-2369), the Contractor
shall aliow any willing network retail pharmacies that agree with the Contractor's terms and
conditions for mail order phamacy to participate in a 90-day-at-retail network. Contractor
must create the 90 day at Retail network for the state-sponsored plans; contractor must not
under any circurnstances attempt to direct plan members to any pharmacy (either a specific
retail pharmacy or the contractor’s mail order pharmacy). Neither the state nor the PBEM may
engage in any sort of influence as to which particular pharmacy a member uses to fill a
prescription, with the exception of specialty drugs referenced in saction A.T.h.

Paga 11 of 91




g.

Mzil Order Network:

(1) The mait order pharmacy shall possess sufficient staff and facilities capable of matling
ninety-five percent (85%!) or more of ail Public Sector Plan member prescription orders filled
from “clean’ prescriptions not requiring pharmacy intervention within two (2) business days
and ninety-nine and nine-tenths percant (99.8%) of all prescriptions mailed to efigible Public
Sector Plan members shall be dispensed with the correct drug strength and dosage form.
The mail order pharmacy shall possess a current license to dispense controlled drugs
(Schedule 2, 3, 4 and 5 substancas).

(2) The Contractor's mail order pharmacy will not be required to dispense prascriptions for
greater than a ninety (90) day supply of covered drugs, per prescription or refill, subject to
the professional judgment of the dispensing pharmacist, limitations imposed on controlled
substances, and manufacturer's recommendations. Exceptions to the ninety day limit include
medications that may be packaged by the drug manufacturer in quantities of just over 90
days and that do not Jend themselves to being split by the pharmacist (e.g. insulins); in those
instances, the mail order pharmacy may fill using the packaging as is and charge a ninety
day copayment to the plan member. Prescriptions may be refilled providing the prescription
states that refills remain. All prescriptions will be filled in accordance with Tennessee state
laws and regulations,

{3) The Contractor shall guarantee that MAC pricing will apply at mail for generic medications.

{4) The Contractor shall guarantee that the AWP applied to malt order claims must b the actual
National Drug Cede-11 of the package size dispensed.

{5} The PBM mail order service shafl inform the member, the prescriber, and the State if it
substitutes products that will result in 2 member co-pay or plan cost that is greater than the
co-pay or plan cost that would have been incurred had the prescription been dispensed as
written, The Contractor shall only engage in such substitutions when there are widespread
marketplace drug avallability issues with the more cost effactive product, if there is a
member safety issue or if there is a drug interaction or efficacy issue - and only with
prescriber approval.

(6) The mait order phamacy shall communicate to the member, by phone or &-mail, any delays,
beyond three (3) business days, in delivery of prescriptions. Members shall be notified of
such delays within twenty-four {24) hours of the discovery of the delay.

(7) The mail order pharmacy shall provide members refunds for monles owed back to them
instead of maintaining credits at the mail facility.

(8) The State will not pay any outstanding balances owed by Public Sector Plan members to the
Contractor or its network pharmacy providers.

(9} The Contractor shall obtain open refill files from the State's current mail order vandors if
available.

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

Specialty Network:

{1} The specialty pharmacy netwark shall be the prefarrad pharmacy provider of certain drugs.
The specialty pharmacy network shall guarantee more favorable reimbursement rates than

Page 12 of 91




the retail, mail and 90-day at retaif networks on the designated preducts, in the aggregate,
and possess unique clinical monitoring, member assistance, and distribution capabilities.

{2) The Contractor or other third-party spaciaity pharmacy that has contracted with the
Contractor may provide specialty drugs. The Contractor shall add new specialty products
and the pricing for these products to the list of specislty drugs.

(3) Unless otherwise directed by the State, all drugs placed on the Contractor's specialty drug
list shall meet the definition of “specialty drugs” in the Definitions section of this contract. The
drug must meet at least two of the first four criteria (a thru d) and the final criteria (a).

(4) Unless otherwise directed by the State, the Contractor shali limit specialty drugs to no more
than a thirty (30) day supply, which it shall provide exclusively via specialty network
pharmacies The contractor must solicit pharmacies inside the state of Tennessee to join
their specialty pharmacy network, per the Any Willing Provider law codified at TCA § 56-7-
2389 (even if the contractor operates its own speciaity pharmacy). Further, contractor
understands and warrants that neither the Contractor nor the Contractor's staff will attempt
to steer plan members to utilize any particular pharmacy within the Specialty Pharmacy
Network, so long as plan members do utilize a pharmacy in said natwork for their specialty
medications.

(5) Contractor understands that the sole administrative fee (PMPM) paid to the contractor
monthly constitules all services payable under this contract, including but not limited to
spacialty drug management {step therapy, first fill counssiing, recalls, member adherence
education, prior authorization, and similar industry standard PBM aclivities that relate to
speciaity drug management.)

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

The Contractor shall lock members who meet the Contracior's lock-in guidelines into just cne
network phammacy and one prescriber. The Contractor's lock-in guidelines shail be provided to
the State for approval during plan implementation.

The Contractor shalt annuatly provide the State with a GeoNetworks® report showing service and
geographic access for the retail network and the 90-day-at-retail. The State will review the
pharmacy network structure and shall inform the Contracter in writing of any deficiencies. The
State and Contractor shall then mutually devetop a plan of action to correct said deficiencies
within sixty (60) days from the date the Contractor was first notified of the prablem.

The Contractor shall generate and deliver to the State, within five (§) working days of the end of
each contract quarter, a Quarterly Network Changes Report. This report shall include all
additions to the network and all pharmacies no longer participating in the network.

Formulary Management

a. The Contractor shall design, develop, implement, administer and maintain the Public Sector Plan

formulary in compliance with coverage defined in the Plan Documents. The formutary shall
include FDA approved drugs that have been evaluated for inciusion by the Contractor's
Pharmacy and Therapeutics (P&T) Committee, The Contractor shall be the exclusive formulary
administrator for the prescription drug benefit delivered under this contract during its term.

On the date the Contractor assumas full responsibility for the pharmacy benefits program, the

Caonfractor shall assume responsibility for administering and maintaining the formulary, including
the State’s existing PA criteria and clinical programs,
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The Contractor shall impiement the formulary within five (5} working days after receipt of the
State's written approval. The Contractor shall allow formulary customizations at the State’s
request at no additional cost to the State, including the ability to add over-the-counter (OTC)
products. The Contractor shall implement customized formularies within fifteen (16) working days
after receipt of the State's written request,

The Contractor shall monitar Public SBector Plan formulary compliance, report compliance
information to the State quarterly, and provide suggestions for improving formulary compliance.

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

The Contractor shall not implement or administer any program that results in the therapeutic
switching of members from lower net cost products to higher net cost products. The only
exceptions are for member safely or efficacy issues or, upon notification to the State and with
prescriber approval, in response to widespraad marketplace drug availability issues with the more
cost effective product.

Final decisions for inclusion or exclusion from the Public Sector Plan formulary shall be at the
sale discretion of the State. At the time of contract implementation, the State only exciudes
fertility medications and weight loss medications from coverage; however, the State reserves the
right to add to or amend this coverage in the future.

The Contractor shall work with state staff to reduce the use of coupons or drug cards utilized at
retail pharmacies. Specifically, the contractor, within the first 80 days after go-live, and annually
thareafer if noeded, shall seview the previous calendar year of claims and rank the top 25 drugs
by net cost (cost to the plan or state). For any drug that shows up in the list and whose
manufacturer currently issues coupons or drug cards in order to lower the plan member’s out of
pocket cost, the Contractor shall determine the manufacturer of said drug and bring to the state a
proposal for how to reduce the use or eliminate the use of said coupons or drug cards.

Formutary Design and Development:

(1) Based on the recommendations by the Contractor's Pharmacy and Therapeutics (P&T)
Committee, the Contractor shall design the Public Sector Plan formulary to (i) maximize the
prescribing and dispensing of safe and clinically effective drugs within each therapeutic class
that are the most clinically effective as weil as the most cost-effective (i)} ensure that the mare
costly drugs, which do not have any significant clinical or therapeutic advantage over others
in their class, are used only when medically necessary; have a higher formulary tier; and
have a higher member cost share {in certain instances, these drugs may be excluded from
the formulary) and (iii) ensure that ninety-five percent (95%) or more of mail order
prescriptions and ninety percent (90%) or more of retail prescriptions for multi-source drugs
will be dispensed with a generic product.

{2) The Contractor's P&T formulaty review process shall be an evidence-based review of clinical

guidelines and medical fiterature to identify which agents and classes of drugs shall be
inciuded on the formutary, Within the classes of drugs determined te be included on the
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formulary, the Gontractor shall determine which drugs within each class are safe, clinically
effective, cost rational and provide equivalent climical outcomas. The Commitiee’s
recommendations for inclusion on the formulary shail be based on a thoraugh review of
clinical effectiveness, safety, and health cutcomes, followed by an analysis of the relative
cosis of the drugs in each class under consideration, The Contractor shall, at the State's
request, provide the State documentation describing the formulary review process, logic and
methedology utilized by the Contractor's P&T Committee.

(3) The Contractor shall identify therapeutic alternatives and opportunities for savings and report
these opportunities at the quarterly review meetings with the State. The Contractor shall aiso
present recommendations at the quarterly review meetings concerning therapeutic categories
that should be aveided with regard to inclusion on the Public Sector Plan formulary, if
applicable.

(4) The Contractor may modify drugs included on the formulary as a result of factors including,
but not limited to, medical appropriateness, manufacturer rebate arrangements, and patent
expirations. The Contractor shall notify the State of modifications to the formulary, which will
include a statement as to the reason for the modification. In the event that one of the top
twenty drugs (by prescription volume) utllized by eligible members is being removed, the
Contractor shall provide a more detailed analysis justifying the proposed removal of the drug
from the formulary including financial analysis, member disruption analysis and member and
pharmacy provider communication strategy.

(5) Upon review and approval by the State, the Contractor shalt implement formutary
management programs, which may include cost containment inftiatives, such as therapeutic
interchange programs; communications with eligible members, participating pharmacies
and/or physicians {including communications regarding generic substitution programs); and
financizal incentives to participating pharmacies for their participation.

{6) The Contracier shall design, develop, implement, administer and maintain a listing of quantity
limits for certain preferred and non-preferred drugs. The Contractor shall base this list on
therapeufic best practices {current clinical guidelines) or opportunities te reduce the cost of
the most appropriate dosage form. The Contractor shall inciude drugs and quantities on the
guantity limits listing in the formulary documents and shall code these limits and pharmacy
messaging into the POS system.

(7) The Contractor shall ensure the formulary is readily available on the internet for both
prescribers and members and that prescribers and members can easily identify utilization
restrictions, or formulary alternatives for non-formulary or high-cost products.

(8) The Contractor shall coordinate its formulary development process and criteria with the
Contractor's clinical program requirements (PA, Step Therapy, etc.) to ensure consistent
processes and minimize member or prescriber impact,

{9) The Contractor shall ensure that the Public Sector Plan pharmacy program and POS system
include provisions for the dispensing of an emergency supply (i.e. early refill, member lost
prescription, vacation supply, dose increase, etc.), as described and determined by the Plan
Document,

A9  Benefit Coverage/Plan Design

The Contractor shali support and administer the following if requested by the State:
(1) Any updated benefit plan design;

{2) Co-paysiCo-insurance at retail, 80-day-at-retail, mail and speciaity,

(3} Mixed co-pays at retail and mail (fixed doltar + %);
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(4} Minimum/Maximum amounts with co-insurance;

(5) Annual Qut-Of-Pocket maximums per person and per family;

{6) Out-Of-Pocket maximum per Rx;

{7) Deductibles on brand name drugs only;

(8) Deductibles based on network (deductible applies to 30-day retall only);

(9) Therapsutic Class "Maximum Allowable Charges"”;

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

(11)Co-pays/Co-insurance based on previous drug trials (e.g., higher co-pay if claims history
does hot include trial of first-line/preferred drug/drug class);

(12)Co-paysiCo-insurance based on place of service (e.g., incentives to use preferred retail
pharmacies, specialty pharmacies, etc.);

{13)Co-pays/Co-insurance dependent on member's behavior (e.g. enroliment or stratification
level in a digease management program), and

{14)go-pays!f:§:-insurance on the days supplied (e.g., a mail claim processed for a thirty (30)

ay supply).

(15)Following requirements of the Pattent Protection and Affordable Care Act (PPACA), provide
for various coverages and benefit exceptions (not an all-inclusive list; rather, a summary of
examples).

i.  Aspirin: zero copay for ages >= 45, generic only, OTC requires prescription
il.  lron Supplements: ages 0-1; no PA; no quantity fimits; brand, generic, and OTC
requires prescription;
fii.  Oral Fluorides: ages 0-8; no PA; no quantily limits; brand, generic, and OTC
requires prescription
iv.  Folic Acid: Females 0-55 only: no PA; quandity limit of 100 units per fil; generic only;
OTC requires presctiption

v.  Tobacco Cessation: zero copay, limit of 2, 12 week courses of treatment (168
days); cover generic Zyban, Chantix, and nicotine replacement products pathches,
gum, and ozengs (inhaler not covered), Rx or OTC requires prescription

vi.  Immunizations at zero copay — "A" and "B’ rated recommendations by the USPSTF.
vil,  Vitamin D — both genders, ages >=65; brand and generic, no PA, OTC requires
prescription
viil.  Oral Contraceptives, emergency contraceptives, injectables; zero copay, generic
only and single source brands; no PA; requiras prescription.

A.10. Patient Protection & Affordable Care Act (PPACA)

The Contractor wil! be responsibie for ensuring that all pharmaceutical benefits and programs offered
by the State and administered by the Contractor meet all current and future requirements of the
federal Affordable Care Act, including benefit design, formulary design and management, copay
and/for coinsurance structure, appeals of ali levels and any and all associated costs,

A.11.  Clinical Programs

a. The Contractor shall utilize prescription drug claims data to enhance;
(1) Drug utilization review,
(2) Clinical management initiatives;
(3) Therapeutic management initiatives; and
{4} Gaps in care analysis

b. The Contractor's clinical program offering shall include:;
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(1) An evidenced-based approach;

{2} Compliance (poor adherence);

{3} Utilization management programs;

{4} Information available via the web,

(5) Outcomes data (savings and member impact); and

(8) Custom programs based on the State's specific utilization

The Contractor shail provide clinical, utilization management programs specific for speclalty
drugs/self-administered injectable medications. A clinician shall be available, through the
specialty network pharmacy, to patients taking specialty medications twenty-four (24) hours a
day, sevan (7) days a week,

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

The Contractor shall maintain a Generic Dispensing Rate (GDR) of 80.0% or higher during the
term of this contract,

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

Step Therapy

(1) The Contractor shal administer and maintain a Step Therapy program that promotes the uze
of the most cost-effective drug therapy for a spacific indication, regardless of drug class.

(2} Afthe State's request, the Coniractor shall impiement a Step Therapy program, targeting all
brands, for the following drug classes: Proton Pump Inhibitor's {PPis}, Angictensin [i
Receptor Blockers (ARBs), Angiotensin-Convesrting Enzyme (ACE) Inhibitors, Cholesterol
lowering rmedications, Antidepressants, Antihypetlipidemics, Pain (Rheumatoid
Arthritis/Osteoarthritis), Antiasthmatics, and Narcotic and central analgesics, At the State's
request, additional drug classes may be targeted for Step Therapy at any time during the
term of the contract and shall be implemented by the Contractor at no cost to the State.

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

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

Prior Authorization (PA)
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(1) The Contractor shall fully disclose, in writing, 21l PA criteria and procedures o the State
during plan implementation.

(2) The Contractor's POS system shall determine whether a prescribed drug requires PA and if
so, ensure that the member received the nacessary appraval prior to authorizing the
{ransaction and parmitting reimbursement. All PA services shali be provided at no additional
cost to the State,

{3) The Contractor shall offer within 18 months of go-live (by July 1, 2016 for a January 1, 2015
start date) to prescribing physicians an onfine prior authorization portal whereby the physician
can go online to initiate a prior autharization request via secure. Providing this information
strictly via telephone or CSR daes not exempt the Contractor from this requirement.

(4) The Contractor shall ensure that Call Center staff evaluates niniety-nine percent (99%) of PA
requests and notifies the prescribing physician within twenty-four (24) hours, in writing or via
phone or fax. The Contractor shall implement an agreed upon set of edits and PA criteria on
the go-five date. Additional PA edits may be implemented at the State's direction at any point
during the term of this Contract without additional cost to the State.

(5) The Contractor shall submit a quarterly PA report, which includes PA statistics including, but
not limited to, the number of PAs submitted, the number approved and denied and the
purpose of the PA (clinical edit, emergency override, etc.).

The State has the ahility to "opt-out" of any clinical program.

Prior to implementing any program or service for which the Contractor recsives external funding,
the Contractor shalt disciose the details of such program and such sources of external funding to
the State. The State shall have the authority 1o opt-out of any such program that the State
determines is not in the best interest of ifs members.

At the State’s request, the Contractor shali support the State's efforts to develop a Medication
Therapy Management {MTM) program. Such assistance shal! include providing requested
member pharmacy data, communicating with and educating pasticipating network pharmacies,
and assisting in the identification of members who should receive MTM services.

A2, Prospective/Concurrant Drug Uthization Review (DUR)

a.

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

Prior to authorizing claims and permitting reimbursement, the Contractor's system shall provide
DUR services that apply State-approved edits to all claims. The edits shall provide clinically
appropriate information described in section A.12.¢ to the dispensing pharmacist,

The Contractor's POS system shall apply the results of DUR processing in the claim adjudication
process. Claims that reject as a result of DUR processing shall include situation specific
messaging and error codes that enable the pharmacy provider to take appropriate actions. The
Contractor may use an existing DUR package which meets afl applicable state and federal
requirements but shall make any modifications required by the State. The Contractor's system
shall include the following minimum DUR features at installation:
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(1) Potential Drug Problems Identification - The Contractor's system shall perform automated
DUR functions. The system shall automatically identify and report issues to the pharmacy

provider including, but not limited fo:
i Problerns that involve potential drug overutilization,
it. Problems that involve therapeutic duplication of drugs when the submitted claim is
associated with other drugs or historical claims identified for a given member;
i, Problams that invoiva drug use contraindicated by age, gender and presumed
diagnosis codes on historical claims for a given member,

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

v, The level of severity of drug-to-drug interactions;

Vi, Potentially incorrect drug dosages or a change to the quantity per prescription to
ensure the most cost-effective strength is dispensed;

vil.  Potentially Incorrect drug treatments;

vill.  Potential drug abuse and/or misuse based on a given membert's prior use of the
same or related drugs; and

iX. Early refill conditions and provide, at the drug code level, the ability to deny these
claims. The Contractor shalf customize refifl-too-soon edits.

(2) PQS Ph i de . : R Megsages - Prior to the
final submission of POS pharmacy claims, the Contractor's system shall automatically
generate DUR messages in a manner that shall enable a pharmacy provider to cancel
submission of the claim or to submit it if it is @ message that can be overridden by the
pharmacy.

{3) Flexibie Parameters for Generation of DUR Messages - The Contractor's system shali
have the ability to transmit new or revised DUR messages and to define the DUR criteria
that activate these messages.

(4) DUR Member Profile Records - The Coniractor's system shall provide and maintain
member profiles for DUR processing of submitted claims. The Contractor shall base
member profiles on presumed diagnoses from pharmacy claims and other daia available.

{5) Disease/Drug Therapy Issues Screening - The DUR system shall have the capability to
screen for drug therapy concerns by specific drugs relative fo high-risk diseases, to
include but not limited to: cardiovascular disease; diabetes; psychiatric disease; and
respiratary disease.

(6) Patient Counseling Support - The Contractor's system shall present DUR results to
pharmacy providers in a format that supports their ability to advise and counsel members
appropriately.

A3, Retrospective Drug Utilization Review (Retra-DUR)

a. The Contractor shall provide a Retrospective Drug Utilization Review (Retro-DUR) program
supported by licensed clinical pharmacists. The Contractor shall develop, maintain and update a
set of evidence-based clinical criteria, which the Contractor shall use to detect potential
problems such as poly-pharmacy and related over-utilization, underutilization, drug-to-drug
interactions, therapeutic duplications, 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 member's age or disease state. The Contractor's Retro-DUR system shall:

(1) Provide provider practice analyses that includes identification of key performance
indicators such as generic dispensing rate, controlled substances, formulary compliance,
etc.;

{2) Trend providers’ prescribing habits and identify those who practice outside of their peers’
norm,
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{(3) Identify patients who may be abusing resources throtigh poly-pharmacy utilization
patterns or visiting multiple providers;

(4) Identify patients with excessive use of controlied substances or other highly abused
medications,

(5) Produce reporis that detall patient and prescriber trends and that identify potential quality
of care problems andfor potential fraud and abuse; and

(6) Have in place an intervention process and & system for tracking prescriber response to
the interventions.

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

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

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

e. DUR and Retro-DUR Reporting

(1) The Contractor shall have a qualified DUR Clinical Pharmacist, designated to the Public
Sector Plan, prapare presentations and attend meetings with the State to present DUR and
Retro-DUR data, findings, utilization, and recommendations for improvernent. Such
presentations shall cceur up to four (4) imes annually, as requested by the Stale. The
Contractor shall present, at a minimurn, the following reportsfinformation for each of the
State sponsored plans, which shall convey rolling twelve {12} month trends:

i. Utilizing-members data;
i, Utilization by age demographlcs,

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

iv. Top twenty (20) drugs as ranked by claim count and by total payment,

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

vi. Retro-DUR reviews, summary of the interventions and estimated cost savings
information as associated with both member and provider profile review and
interventions,

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

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

{2} The Contractor shall report quarterly the outcomes of the Retro-DUR initiatives. The Contractor's
system shali track the impact of DUR initiatives by comparing specified data elements pre- and
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post-intervention. Af the State's request, the data elements tracked will vary according 1o the
focus of study and/or type of intervention employed and may include, but shall not be limited to:

a. Drug change within a sixty (60) or ninety (80) day pericd of the intervention, or within
another time pariod as otherwise directed by the State;

b. Total number of drugs pre- and post- intervention;

c. Change in dose/dosing frequency of medication within a sixty (60) or ninety {80) day
period of intarvention or within another time peried as otherwise directed by the State;

d. Daily dose of drug in question pre- and post-intervention,

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

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

Generic medication utilization;

Emergency supply frequency,

Formulary compliance; and

Patient adherence as defined by medication possession ratio.

e osa

A.14. Financials

a.

b.

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

Ingredient Cost

(1) The Contracior shall guarantee the AWP used to price claims will be the one associated
with the actual NDC-11 submitted by the pharmacy, and used to fill the prescription. The
Contractor shall communicate any exceptions to this rule (e.g., compound prescriptions, efc.)
to the State in writing and such exceptions shall be mutually agreed upon by both parties.

{(2) If using various sources to price claims, the Contractor shall use the AWP that provides the
lowest price available.

(3) The Contractor shall guarantee that in the event there are changes in the marketplace to the
baseline measure used for the ingredient costs of drugs (e.g. AWP) the Contractor shall
adjust accordingly to provide an equivatent price, The Contractor shall provide notice to the
State and the conversion shall be agreed upon in writing before any changes are made.

(4) The Contractor shall apply a MAC-list at mail pharmacies and at 90-day-at-retail network
pharmacies for generic medications. The list will have prices equivalent to or lower than the
MAC-list applied to retail claims. The Contractor shall use the same MAC list for network
pharmacies and the State and shall provide the most current MAC list to the State on a
quarterly basis in a spreadsheet format.

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

{8) The Contractor shall guarantee that actual reimbursement rate, in the aggregate, to network
pharmagies for pharmaceuticals will not excesd the guaranteed discount off AWP, plus the
negotiated dispensing fee.

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

(8) The Contractor shall not charge a minimum co-pay/co-insurance for any mail, retail, 90-day-
at-retail, or specialty pharmacy claims.

(9) The Contractor shall guarantee that the terms offered for mail claims shall not vary based
on the days supply (i.e., claims processed for less than a 80-day supply).

(10)The Contractor shall provide, during the first quarter of each calendar year, an annual
reconciliation between the average network discounts achieved and the guaranteed average
discount amounts for retall, 90-day-at-retail, mail and specialty for the previous calendar
year.

Dispensing Fees

{1} The Contractor shall provide, during the first quarter of each calendar year, an annual
reconciliation betwean the dispensing fees paié and the guarantesed maximum average
dispensing fee amount for the previous calendar year,

(2) The Contractor shail adhere to the additional requirements related to dispensing fees listed
in Section €.3 of the Contract.

The Contractor shall adhete to rate guaraniee requirements fisted in Section C.3 of the Contract.

A5, Pharmacy Rebates

a.

“Rehates” include all revenue received by the Contractor from outside sources refated to the
Public Sector Plan's utilization or enroliment in programs (collectively the “Total Manufacturer
Value"}, These would include but are not limited to access fees, market share fees, rebates,
formulary access fees, data fees, administrative fees and marketing grants from pharmaceutical
manufacturers, wholesalers and data warehouse vendors, Rebates will also exclude purchase
discounts (e.g. prompt pay discounts) from mall and specialty products.

Any actions, approved by and implemented at the request of the State, which negatively affect
the Contractor's guaranteed rebate amounts, may result in a contract amendment to the
Contractor's guaranteed rebate amount. The Contractor shall substantiate the proposed
adjustment, and the State must approve the adjustment through a contract amendment. The
Contractor shall cooperate with the State by providing any requested documentation ta the

State, which may be necessary to substantiate the adjustment.

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

The State wilt audit the rebates that are accrued and paid to the state. Contractor shail pass all
Rebates through to the plan. Rebates shall be 100% auditable to the NDC level. The Contractor
shall provide, with each pharmacy rebate check presented to the State, a report showing the
arount of the check broken down by the groups that comprise the total check amount {e.g.
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currently funder accounts 55000 State Actives, 56000 Locat Education Actives, 586000 Local
Government Actives, 51000 State Retirees, 52000 Local Education Retirees, and fund 53000
Local Government Retirees), as well as the calendar quarter that the various rebate amounts are
aftributable to.

A8, Market Check Provision

a.

The Contractor shali provide “Most Favored Nation" (MFN) terms wherein it shali not provide any
similar account more favorable pricing terms than that provided to the State of Tennessee during
the contract. During the resulting contract term, if there are changes to any of the MFN
measurement components or methodology and those changes are reasonably designed to
achieve greater comparability under this provision, then the parties will negotiate in good faith to
seek an appropriate sojution. Further, the Contractor must agree to a "market check” provision
to compare the ecanomics of the resuitant contract. The Contractor shall provide one (1)
financial terms market chack during the five (5) year contract term. The market check wilt be
performed at month twenty-five (25) to comparable arrangements in the marketplace for the
purpose of racommending adjustments necessary to restore and maintain competitive
advantage. [f financial banchmark pricing indicates that the State's financial terms are no longer
competitive, the Contractor shall offer improved pricing.

A.17. Data Integration and Technical Requirements

4.

The Contractor shall mainiain an electronic data interface with the State's Edison (PeopleSoft ®)
System, for the purpose of processing State member enroliment information. The Contractor
shall be responsible for providing and instailing the hardware and software necessary. When the
Gontractor requires the exchange of Protected Health Information (PHI) with the State of
Tennessee, the State requires the use of sacond level authentication. This is accomplished
using the State’s standard scftware product, which supports Public Key Infrastructure (PKl). The
Contractor shall design a solution, in coordination with the State, to connect to the State's
Secure File Transfer Protocol (SFTP) server using a combination of the password and the
authentication certificate. The initial sign-on and {ransmission testing will use a password.
Certificate testing may also be performed during the test cycle, Subsequent praduction sign-on
wili be done using the authentication certificate. The Contractor will then download the file and
decrypt the file in its secure environment. Additionally, federal standards reguire encryption of all
electronic protected health dafa at rest as well as during transmission. The State of Tennessee
uses public key encryption with Advanced Encryption Standard (AES) to encrypt PHI, If the
State adopts a different or additional encryption standard or toot in the future, the Contractor is
expected, with adequate notice, to cooperate with the State to maintain the security of protected
Information according to all applicable Siate and Federal standards.

Notwithstanding the requirement to maintain enroliment data, the Contractor shall not initiate
data changes to the system without the State's approval. This prohibition shall include, but not
necessarily be limited to: initiation, termination, andfor changes of coverage.

At least thirty (30) days prior to the go-live date specified in contract section A.31, the Contractor
shall load, test, verify and make avaitable online for use the state's eligibility information, The
Contractor shall certify, in writing, to the State that the Contractor understands and can fully
accept and utilize the eligibility files as provided by the State. The Contractor must not ask
State to re-issue another file with the changes included; rather, Contractor must understand and
express s0 that Contractor can and will make manual changes to the file as needed and
requested by the State.

A.18 Data and Information Technology
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The Contracior shall maintain, In its computer system, in-force enroliment records of all Public
Sector Plan members. Specifically, the Contractor shali perform the following tasks:

(1) Daily Enroliment Update: To ensure that State plan members' enrcliment records remain
accurate and complete, the Contractor commits to retrieve, via secure medium (see A.17.aj,
daily enroliment data slectronic transfer files from the State, in the State's Edison 834 file
format (see Contract Atachment C), for members who are maintained in the State’s Edison
System [files will include full population racords for all members and will be in the format of
ANS! ASC X12N, Version 605010X220, with a few fields being customized by the state].
Contractor understands and agrees that daily eligibility files will be provided to the Contractor
by the State and that on occasion; the Contractor will be required and must agree to make
manual changes to the eligibility file (e.g. a request may come acrass from the State if a data
element is preventing the file from loading in the Contractor's system.) Contractor must
make thermanual change requested by the State and not ask the State to reissue another
eligikility file,

(2) The Contractor shall complete and submit to the State a Daily File Transmission Statistics
Report (curtent format shown in Attachment F), within twenty-four (24) hours of receipt of the
file. The Contractor shall submit this report via email to designated State staff. Alternatively,
if the Contractor has their own system-generated report that provides substantially the same
information that the State has requested, the Contractor may provide such report
electronically to the State,

(3) The Contractor and/or its subcontractors, as applicable, shall post ninety-eight percent
(88%) of electronically transmitted enroliment updates within one (1) business day of receipt
of the daily file and one hundred percent (100%) shall be posted within five {5) business
days of receipt of the dally file.

{4) The Contractor andfor its subcontractors, as applicable, shall resolve all discrepancies
identified by the processing of the anroliment file within five (5} business days of receipt of
the file from the State.

The Contractor shalt add new groups fo all systems within three (3) business days of receipt of
hacessary documents.

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

(1) The State will communicate results of this match to the Contractor, including any Contractor
gequirements. and associated timeframes, for resolving the discrepancies identified by the
ata match,

The Contractor shall maintain a duplicate set of all records relating to the pharmacy payments in
electronic medium, usable by the State and Contractor for the purpose of disaster recovery.
Such duplicate records are to be stored at a secure, fire, flood, and theft- protected facility
located away from the storage location of the originals, The Contractor shall update duplicate
data processing records, at a minimum, on a daily basis and shall retain said records for a period
of sixty (60) days from the date of creation. Upon notice of termination or canceliation of this
contract, the Contractor shall convay the original and the duplicate data processing records
mediumn and the infarmation they contain to the State on or before the date of termination or
cancellation.
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(1} Contractor will provide the State's Decision Support Services (DSS) vendor with all
necessary State of Tennessse plan data, data layouts, and data dictionaries in a timely
manner and in the formats, layouts and specifications specified by the DSS vendor in
Attachment D.

(2) Contractor will submit complete and accurate data to the State's DSS vendor by the 15th day
afier the end of each month. Complete and accurate data is defined to be data that:
i, contains records for all activity (e.g., pharmacy claims data, program participation)
within the specified time periods.
ii. has the same format and content as the agreed-upon record layout and data
dictionary.
ii. does not have unreported changes in either format or content,
iv.  is submitted in a single record format.

(3) Contractor will provide the data files at no charge to the State or the State's DSS vendor,

(4) If Contractor's contract with the State is terminated, Contractor will continue to provide run-
out pharmacy claims data to the State’s DSS vendor until the end of the agreed-upon run-out
period.

{5) Contractor will provide the data without any restrictions on iis use.

{8} Contractor will ensure that production data matches the test data in format, layout, and
content.

{7} Contractar will update valid values and maps in a timely mansner and notify the State's DSS
vendor of any such updates at least 10 working days before the scheduled data submission
date.

The Contractor shall adhere to the additional requirements related to the State's DSS vendor
listed in Section C.3. of the Contract,

For each quarter of the contract term, and any extensions thereof, claims data shall meet the
quality standards detailed in the Liquidated Damages section of this contract, as measured and
reported by the State’s health care decision support system vendor on either @ monthly or
quarterly basis

The Contractor shall provide transmittat of pharmacy data via secure medium to any additiona
third parties including the State’s Third Party Administrator(s) (TPAs), Health Management
contractor(s), Mental Health/Substance Abuse contractor(s) or any other vendor or state
fiduciary as identified by the State. Unless otherwise directed by the State, the Contractor shall
provide, at no additional charge, dally data feeds of pharmacy claims to the third parties during
the term of the contract and following the term of this contract until all claims incurred during the
term of this contract have been paid, This data shali be provided in the format specified by the
State. I so directed by the State, the Contractor will be required to pass a regular file to the
State's TPAs showing an accumulator file of prescription drug payments by individual.
Conversely, the Contractor will be required to receive similar files from the State's TPAs for the
same reason; to allow the state-sponsored plans to remain compliant with the Affordable Care
Act which limits the total medical and phamaceutical out-of-pocket amounts that an individual
can be subjected to each calendar year, Contractor will ba expected to receive and send data
and work with the State and its other Contractors on a regular basis fo this end. Contractor shail
provide an adherence report on various drug classes to the state’s wellness vendor on at least a
quarterly basis or monthly if requested by the state. State and contractor will work together on
the report makeup but it shalt include, at a minimum the member's Edison |1D number, first and
last name, date of birth, adherence condition {e.g. high blood pressurs), and their medication
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possession ratic {(MPR) in two time periods to aid the wellness contractor in determining which
members are adharant and which are nof.

h.  The Contractor shall load all current PAs, overrides, and open refilts (mall and ratatl) that exist
for current members from all existing PBMs no [afer than thirty (30) days prior te the go-live date.

i.  Atthe Stale’s request, the Contractor shall accept at least one (1) year of historical data from the
current PBM contractor. This includes, but is not limited to, pharmacy claims history, provider
data, reciplent data, preferred drug list, PAs, refills, lack-in and reference data. If requested, the
data will be used to transfer prescriptions to the Contractor’s mail and speciaity pharmacy.

i The Contractor shall store claims data onfine for & minimum of twenty-four (24) months post-
adjudication.

k. The Contractor shall agree to transfer to the State, within sixty (60) days of notice of termination,
alt required data and records necessary to administer the plan{s)/program(s), subject to state
and federal confidentiality considerations. The transfer may be made electronically via secure
medium, in a file format o be determined based on the mutual agreement between State and
the Contractor,

A18 Business Continuity/Disaster Recovery Plan

a. Regardless of the architecture of its Systems, the Contractor shall develop and be continually
ready to invoke a business continuity and disaster recovery (BC-DR) plan. The BC-DR pian shall
encompass all Information and Communications Technology as defined in this Contract. Ata
minirum the Contracior's BC-DR plan shall address the following scenarios:

i.  Central andfor satellite data processing, telecommunications, print and maling facilities
and functions therein, hardware and software are destroyed or damaged;

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

fi.  System interruption or failure resulting from network, operating hardware, software,
communications infrastructure or operational etrors that compromise the integrity of data
maintained in 2 live or archival system; and

iv.  System interruption or failure resulting from network, operating hardware, software,
communications infrastructure or operational errors that does noi compromise the
integrity of transactions or data maintained in a live or archival systern but does prevent
access to the System (i.e., causes unscheduled System Linavaitability).

b. The Contractor shall provide the State results of the most recent test of its BC-OR plan thirty (30)
days prior to the go-live date.

¢. The Contractor shall periadically, but no less than annually, test its BC-DR plan through
simulated disasters and lower level failures in order to demonstrate to the State that it can
restore system functions per the standards outlined in this Section of the Contract, The
g)ontractor shall submit an annual BC-DR Results Report to the State (see Contract Altachment

d. In the event that the Contractor fails to demaonstrate in the tests of its BC-DR plan that it can
restore system functions per the standards outlined in this Contract, the Gontractor shall submit
to the State a Corrective Action Plan that describes how the faflure will be rasolved. The
Contractor shall deliver the Corrective Action Plan within ten (10) business days of the
conclusion of the test.
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A.20  HIPAA Compliance

a. The Contractor shall maintain staff responsible for ensuring HIPAA compliance and resolving
HIPAA issues related to this contract,

b. The Contractar shall ensure that the electronic data processing {(EDP} environment (hardware
and software), data security, and internal controls meet all present standards, and wilt meet all
future standards, required by the Administrative Simplification provisions of the Health Insurance
Pcrtabllity and Accounlahflaty Act of 1996 (HEPAA). F’ubllc Law 104 191 and implementing

A.21  Privacy & Confidentiality

a. These privacy and confidentiality standards apply to all forms of assistance that the Contractor
provides.

b.  The Contractor shall develop, adopt, and implement standards, which are, at a minimum,
compliant with the HIPAA statute and the HIPAA privacy and security rules in 46 Code of
Federal Regulations Part 164, to safeguard the privacy and confidentiality of all information
about members. For example, the Contractor shall ensure that it does not have completed
documents or other types of forms sitting in public view, left in unsecure hoxes or files, or left
unattended in any off-site location (e.q., in an automobile, etc.). The Contrastor's procedures
shali include but not be limited to safeguarding the identity of members as plan members and
preventing the unauthorized disclosure of information. The Contracior will comply with the
HIPAA as amsnded by the HITECH Act (part of the American Recovery and Reinvestrment Act,
Public Law 111-8), and all implementing regulations including new amendments when they
become effective.

c. The Contractor shalt not use or further disclose protected health information (PHI) other than as
permitted or required by HIPAA and the Business Asscciate Agreement; ar as required by faw
Use of PHI for payment, treatment, or health care cperations may include disclosure only as
permitted by HIPAA, including HIPAA's “minimum necessary” standard.  The Contractor shall
use appropriate safeguards to prevent the unauthorized use or disclosure of the PHI. Contractor
shall report to the State any unauthorized use or disclosure of PHI as soon as possible.
Contractor shall comply with the HIPAA Breach Notification Rules found in Part 45, Section
184.400 et seq of the Code of Federal Regulations, and shall cooperate with the State in
responding to any unauthorized use or disclosure of PHI related to this contract.

d. The Contractor shall mitigate, to the extent practicable, any harmful effect that is known to the
Contractor of a use or disclosure of PHI by the Contractor in viofation of the raquirements of the
federal privacy rule.

e. The Contractor shall provide access to PHI in a "designated record set” in order to meet the
requirements under 45 CFR §164,524.

f.  The Contractor shall make any amendment(s) to PHI in a "designated record set” pursuant to 45
CFR §184.5286,

g. The Contractor shall document such disclosures of PHI and information related to such
disclosures as would be required to respond to a request by an individual far an accounting of
disclosures of PHI in accardance with 45 CFR §164.528.

h. The Contractor shali (i) implement adminisirative, physical, and technical safeguards that

reasonably and appropriately protect the confidentiality, integrity, and availability of the electronic
PHI that it creates, receives, maintains, or transmits, {ii) report to the State any security incident
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{within the meaning of 45 CFR § 184.304} of which the Contractor becomes aware, and (i)
ensure thai any Contractor employee or agent, including any subcontractor, agrees to the same
restrictions and conditions that apply to the Coniractor with respect to such information.

The Contractor shall not sef Public Sector Plan member or prescriber information or use
member or prescriber identified information for advertising, marksting, promofion or any aclivity
intended to influence sales or market share of a pharmaceutical product.

At the request of the State, the Contractor shall offer credit protection for those times in which a
member's PHI, Pil or Payment Card Information (PCI) is disclosed or thought to have been
disclosed in a Breach, congistent with the definition set forth in 45 CFR 164,402, caused or
permitted by Contractor's acts or omissions.

A22. Provider Education

f.

At the State's request, the Contractor shall develop and implement educational programs and
notification pracesses for the Public Sector Plan prescriber and pharmacy provider community.
The Contractor shall design these programs and processes with the goal of improving
awareness of Public Sector Plan pharmacy program poficies and procedures and increasing
formulary compliance rates. Educational initiatives shall include, brut not be limited to: pharmacy
provider and prescriber letters, formulary distribution, POS messaging, training sessions,
wabsite postings of the formulary and other educational materials. The Contractor shall
implement agreed upon communication stralegies through direct involvement with prescribers
and pharmacy providers via a combination of site visits, telephone support, internet-based
application, and direct mail.

Educational topics may include, but not be limited to: PA criteria and processes, how {0 access
and use the formulary; POS edits; Step Therapy criteriz and processes; guantity level limits; and
specialty medication processes.

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

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

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

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

A.23. Appeals

The Contractor shall maintain a formal three (3) level grievance procedure, by which members
and providers may appeal decisions and disputes regarding pharmacy administration and
pharmacy benefit coverage. This process must include at the third levet an Independent Review
Organization (IRO) as requirad by the Patient Protection and Affordable Care Act (hereinafter
referred to as PPACA). The Contractor shall comply with the appeals provisions set forth in the
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A.z24.

State’s Plan Document. Certain pharmacy issues are not appealable including, but not limited to,
co-pay/co-insurance amounts, formulary decisions, and network coverage.

At least thirty (30) days prior to the go-live date, the Contractor shali provide to the State
information dascribing in detait the Contracior's grievance procedures. The State reserves the
right to review the procedure and make recommendations, where appropriate.

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

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

Al the state's request the Contractor shall provider quarterly reports to the State showing appeal
activity at the first, second, and third level of appeals as well as the outcome. Such reports
should, at a minimum, include member name, reason for appeal or type of appeal, medication
name, date appeal was initiated by the member, the date that it was approved or denied by the
Contractor, and reason for approval or denial by the Contractor or the 1.R.O.

The Contractor shall respond to all inquiries in writing from the State within one (1) week after
receipt of said inquiry. In cases where additional information to answer the State's inquiry is
required, the Contractor shall notify the State immediately as to when the response can be
furnished to the State.

Customer Services

a.

The Contractor shall operate and maintain a dedicated toll-free customer service phone line
manned by qualified benefits specialists for Siate Public Sector Plan member and pharmacy
provider inquiries twenty-four (24) hours a day, seven days a waek. Confractor parsonnet shail
be trained to answer questions regarding all aspects of the State’s pharmacy benefit including,
but not limited to, eligibility, plan design, participating pharmacies, clinical programs, clinical
management programs, mail order pharmacy, and the specialfy network. The Coentractor's toll-
free customer service line shall be open and staffed with trained staff at last two (2) weeks prior
to go-live.

The Contractor's Cali Center and Call Center representatives/operators shall be located in the
United States.

The Call Center shall have call management systems and communications infrastructure that
can manage the potential call volume and achieve the performance standards described in this
Contract.

The Contractor's call management systems shail be scalable and flexible so they can be
adapted as needed, within negotiated timeframes where applicable, in response to program,
benefit or enroliment changes.

The Contractor's call centar shall be equipped with TDD (Telephone Device for the Deaf) or TTY
(Teletype) in order to serve the hearing impaired population.

The Contractor's Call Center shali have at least one member setvices representative who is
bilingual in English and Spanish available twenty-four (24} hours a day, seven days a week.
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The Contractor's call center shall maintain z first call resolution rate of 82% or greater.

The Contractor shali maintain an Average Speed of Answer (ASA) of 30 seconds and afier
answering the call the Contractor may only put callers on hold in arder to (a) make outbound
calls as necessary or (k) to research a caller's issue.

The Contractor's Cafl Center shall maintain a blocked call rate of jess than one percent (1%) per
guarter.

The Contractor's Cali Center shall maintain an Abandoned Call rate of not more than three
percent (3%},

The Contractor shall clese 85% of open call issues within five business days.

The Contractor shall provide customer service/call center statistics for Public Sector Plan
members to the State on a quarterly basis.

The Contractor's call management systems shall provide greeting messaging when necessary,
The Contractor may play canned music for the callers while thay are on hold; the Contractor may
also play messages about clinical programs that the State has adopted, and other subjects as
approved by the State. The Contractor shall not play advertising ar informational messages for
callers while they are on hold usless approved in advance and in writing by the State {or the
State directs the Contractor to play certain messages). Additionally, the Contracter's systems
shalt provide a message that notifies callers that calis rmay be monitored by the Contractor and
the State for guality control purposes.

The Contractor's cali management system shall record and index all calls such that the
Contractor can easily refrieve recordings of individual calls based on the phone number of the
caller, the caller's name, the dateftime of the call, or the Cali Center representative who handled
the call. The Contracior shall provide a full recording of gach call upon the State's request, using
only the member’'s name or identifier to locate the cali(s).

The Contractor shali have the ability to allow the State to monitor pre-recorded calls from a
remote location.

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

The Contractor may use an automated Interactive voice response (IVR) system for managing
Inbound calls, provided that the caller always has the ability to leave the IVR system and wait in
queue in order to speak directly with a live-voice representative rather than continue through
additional prompts. The Contractor shall not have more than one level of menu cholces unless
approved in advance and in writing by the State. The Contractor's call decision tree and menu
are subject to State review and approval,

The Contractor shall inform callers of their likely wait times as they enter the queue. Additionally,
the Contractor shall have voice-malt capabilities such that Callers can record messages when all
Call Center representatives/operators are occupied tending to other callers, The Contractor
shall also provide a “dial back" option that allows callers to receive a call back from the next
available Call Center representative,

The Contractor shall have the ability to make eutbound calls without interrupting the ability of
callers to continue to access the Call Center.
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t.  The call management system shall enabie the logging of all calls, including:
(1) The caller's identifying information {e.g., employee ID);
{2) The call date and time;
{3) The re)ason for the call {using a coding scheme approved by the State in advance and in
writing);
{4} The Call Center representative/operator that handled the call;
(58} The length of call; and

(6) The resolution of the call (and if unresolved, the action taken and follow up steps
required).

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

u.  The Contractor shall provide members and pharmacy providers with an option on the toll-free
telephone number to immediately consuit with a licensed pharmacist between the hours of 7am
~ 7pm CST Monday through Friday. Qutside of the hours of 7am — 7pm C8T Monday through
Friday, members and pharmacy providers will have an option to receive a call back from a
pharmacist within one (1) hour. This Help Desk shall be available twenty-four (24) hours a day,
seven days a week to respond to questions and problems from pharmacy providers and
members. The Contractor shalt supply all the required information systems, telecommunications,
and personnel to perform these operations.

v. The Coniractor's customer service representatives shall have access to an application, which
ailows them to review alternative drug therapies (i.e., formulary status, generic alternatives
available, etc.) and run "test claims" for members who may request this information.

w. The Contractor shall maintain a full service staff to respond to inquiries, correspondence,
complaints, and problems. The Contractor shall answer, in writing, ninety-five percent (95%) of
written (mail and e-mail) inquiries from members concerning requested information, including the
status of claims submitted and benefits available through the pharmacy program within five (5
business and one hundred percent {100%) within ten {10} days.

A.25. Member Communication/Materials

a. The Contractor shall, in consultation with and following approval by the State, print and distribute
all pharmacy banefit member enroliment materials such as 1.0, cards, welcome packets, network
directories, letters, administrative forms and manuals.

b. Unless otherwise specified, the Contractor shall be responsible for all costs related to the design,
development, revisicn, printing, and distribution of alt rnaterials that are required to be produced
under the terms of the Contract. The Cantractor shall ensure that up-to-date versions of all
printed materials can be downloaded from its website, This provision excludes enroliment forms,
which are the State's responsibility.

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

d. Postage and production costs incurred by the Contractor, which are the direct result of

commupnications requested by the State for benefit plan changes that have been initiatad by the
State, shall be treated as pass-through costs. Such costs shall be billed on a monthly basis to
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the State in addition to regular invoices and shall include substantiating documentation, including
a line-item description of the postage and production costs incurred by the Contractor.

The Contractor shail ensure communications sent to members are specific to the State's plan
design and not simply a rebranding/repackaging of standard beok-of-business member
materials. Member Handbooks shall be customized for each of the health plan options currently
available to plan enrollees from one plan year to the next: e.g. Standard PPO, Parnership PPO,
and Limited PPO including the specific copays for the different drug tiers. Member Handbooks
for the first plan year of the contract shall be mailed out to the entire plan membership no later
than twenty-one (21) days prior fo benefit go-live, Thereafter, as new plan members join the
program, they should receive a member handbook and ID card no later than ten (10) days from
the date their initial enrollment was passed to the contractor on the Edison 834 eligibility file.
Further, member handbooks shall only be issued to plan members who transition from one
health plan option to another during each fall's Open Enroliment (a change [n health plan
necessitates a new member handbook, as the drug copayments will change). Such new
customized member handbooks must be maited no later than December 15™ of each calendar
year to this subset of plan members. Exemption of incidental pieces such as newsletters and
heaith promotional pleces will be considered by the State if the Contractor guarantees that
pieces will be generic in nature and do not address State Plan eligibility issues or specific
coverage issues.

The Contractor shall have the exclusive responsibility to write, edit, and arrange for clearance of
matesials {such as securing full time use of a stock photograph used in brochures for perpetuity)
for any and all materials contemplated under this Contract.

‘The Contractor shall distribute rmaterials that are culturally sensitive and professional in content,
appearance, and design,

Ali materials produced by (or at the direction of) the Contractor for use in the course of this
Contract are subjsct to prier, written approval by the State. The Contractor shall provide the
State with draft versions of all communications materials and letters at least fourteen (14) days
prior to planned printing, assembly andfor distribution (including web posting). The Contractor
shail not distribute any materials until the State issues written approval to the Contractor for the
respective materials. The Contractor recognizes and agress that for any and ali communication
pieces mailed out by the contractor 1o the state plan membership, the State has and retains the
ability to edit and customize such letters or communications {for example, the State may wish o
include our BHO/EAP telephone number and ParTNers for Health logo on any lefter mailed out
to members with a first fill of a particular type of antipsychotic or central nervous system affecting
drug).

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

The Contractor shall, to the exient practicable, use relatively large and legible fonts in its
materials. Additionally, the Contractor shall make maximum use of graphics to communicate key
messages to pepulations with limited literacy or limited English proficiency. The Contractor shal
also prominently display the Call Center's telephone number in large, bolded typeface and hours
of operation on all materials.

Unless otherwise approved in advance by the State, the Contractor shall design all printed
materials at the sixth (6.0) grade reading leve! or lower using the Flesch-Kincaid Index or other
suitable metric that the State approves in advance and in writing. The Contractor shall evaluate
materials using the entire text of the materials {except return addresses). When submitting draft
materials to the State for approval, the Contractor shall provide a certification of the reading level
of sach piece of material.
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The Contsactor shall update printed and Web-based versions of all materials ne less than
quarterly, HMowever, the Contractor shall preduce corrected versions of the individual materials
at the State’s direction. Reimbursement for member materials containing an error, which ware
approved by the State, shall oceur as outlined in Section C.3 of the contract.

The State has the finat approval on any and alt communication materials that the contractor
wishes to mail to members and a copy must be provided to the State for review and approval.
Any future revisions and deviations will require State approval.

Member Identification Cards

(1) The Contractor shall provide eligible members with identification cards and shall establish a
process that allows enrollees to request replacement cards. The cost of creating and maifing
1.D. cards shall be borne by the Contractor. The ID card shall bear in color the state’s
"ParTNers for Health" logo. The state has the final approval of ID card appearance and text,
including the use or partial use of any contractor's name, if applicable. The state reserves
the right to request the contractor to change the look, appearance, and text of the pharmacy
ID cards at any time during the term of this contract with provision of 30 days' netice to the
contractor.

(2) Initial member identification cards must be mailed to all eligible members no later than
twenty-one (21) days prior to the go-live date. Theresfter, [.D. cards shall be mailed to
eligible mambers no later than ten (10) days from receipt of the new enroliment o change in
enroliment. identification cards shall contain unigue identifiers for @ach member, which shall
be the employee’s unique 1D provided on the monthly eligibility system, known as the
“Edison iID.” Such identifier shall NOT be the membes's Federal Social S8ecurity Numbar,
Contractor acknowledges and agrees that the number used on the pharmacy 1D card will be
the number exactly as provided in the eligibility file {i.e. the full 8 digit number with leading
zeroes and no additional characters.)

(3) On an annual basis, at least two months prior to the State’s Open Enrollment period, the
Contractor shall provide to the Siate, in electronic format, information regarding the
pharmacy benefit. Such information shafl include a netwark [ist, toll-free customer service
number, website, website Jogon information, information on the retail, 80-day-at retail, mail,
and speciaity networks, current formulary, clinical program policies and procedures {Step
Therapy, PA, etc.), a confidentiality statement, procedures for accessing services, and other
updates and/or changes that may be helpful to the State's members.

(4) The Contractor shall mail & welcome packet to all members na later than twenty-one (21)
days prior o go-live. Thereafter, ali members shall receive a welcome packet within ten (10)
days of receipt of their enroliment in the Public Sector Plan pharmacy program, The
weicome packet shall include, at a minimum, an LD. card, a network list, toll-free customer
service number, website, website logon information, information on the retail, 80-day-at
retail, mail, and specialty networks, current formulary, clinical program policies and
procedures (Step Therapy, PA, etc.), and a confidentiality statement.

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

A.26. Woebsite

The Contractor shall have avaitable an up-to-date website dedicated to the State's Public Sector
Plan pharmacy benefit. The website shall ba avallable on the Internet and fully operaticnal, with
the exception of member data/Protected Heaith Information at [east twenty-one (21) days prior to
the commencement of claims processing. The Cantractor shall design the website 1o aid
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presctibers, pharmacists and members in all aspects of the pharmacy program. The Contractor
shall update documenis posted to the website within five (5) business days of the State's
approval of changes to said documents.

The Conlractor shail submit the text and screenshots of the website to the State for review and
approvat at least one (1) month prior to the commencement of claims processing. Additionally,
the Contractor shatl obtain prior, written approval from the State for any links from the site to a

non-governmental wehsite or webpage.

The Contractor shall have the responsibility to “host’ the website on a nen-governmental server,
which shall be located within the United States. The Contractor shall have adequate server
capacity and infrastructure te support the likely volume of traffic from plan members without
distuption or delay.

in addition to the Contractor's awn website whare this Information may also be incorporated and
found once a member logs in, the Contractor shall maintain a pharmacy “spiash” page that the
contractor maintains and regularly updates as new forms or lists become outdated and new ones
are available. Such a webpage will contain pdfs of documents such as (but not limited to) the
State of Tennessee preferred drug list (PDL), a list of medications requiring prior authorization as
well as directions on how to go about doing that; a list of medications with quantity limits and a
listing of those medications and their respective limits; a list of specialty medications; a list of
medications subject to step therapy requirements and what the step drugs are; a list of the Retall
80 nationwide network pharmacies (in state alpha order, then by city alpha order), a list of the
pharmacies in the specialty drug network, a letter explaining the state’'s COB process, detail for
each of the various plan options offared by the state what the members' copayments would be
for 30 and 80 day drugs, and other similar PDFs. Al of this would be available on a contractor-
maintained "splash” page without it being necessary for the member to log in. In addition, if a
member desired to check their Individual claims history, there would also be & place where the
member could log in and it would take them to the contractor's main website. Both locations
would carry in color at the top of the page the State’s "ParTNers for Health” logo.

The website shall be a cobranded wehsite with the Contractor's logo and the State's "ParTiNers
for Heaith” logo both dispiayed in a prominent location on every page. At a minimum, the
website shall be updated quarterly to include:

(1) a current listing of the most recent formulary or preferred drug list (with a prominent effective
date shown on page 1 of the PDL},;

(2) alist of all pharmacies in the national network whereby members can fill a 30 day
prescription;

(3) a list of all pharmacies participating in the special 80 day at retail network;

(4) a list of all specialty pharmacies (especially those in Tennessee). These listings shall include
pharmacy name, address, city, state, zip code, and phone number,

{5) alist of all pharmacies participating in the nationwide vaccine network for flu and pneumonia
shots at $0 cepay;

(6) a separate list of drugs that are considered “specialty drugs” that the member may only
obtain in 30 day supply increments, and a list of drugs that require PA, and a list of drugs that
have quantity limits or step therapy reguirements,

In association with the State's annual open enrciiment pericd {generally Oct 1-Nov 1}, the
Contractor shall update the website, no later than 2 weeks prior to the first day of the open
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enroliment period, with all information, decuments, and pharmacy related benefits pertinent to
each new plan year.

To ensure accessibility among persons with a disability, the Contractor's website shall comply
with Section 508 of the Rehabilitation Act of 1973 (29 [1.5.C, 794d) and implementing
regulations at 38 CFR 1184 Paris A-D.

Unless otherwise approved by the State, the website shall contain a home page with general
pharmacy information with links to dedicated areas for prescribers, pharmacists and members.
The Contractor shall utilize appropriate security measures, including password protection, to
ensure the protection of member data/PHI, Each area of the website shall contain information
that shall answer the most common questions that each group would ask and documents
required by each group to utilize the Public Sector Plan pharmacy benefit. This shall inciude, but
is not limited to a:
(1) Prescriber Page, which includes, but Is not limited to:
i, An interactive formulary, complete with hot-links from drugs to the PA criteria
established for those drugs and algo linked to drug specific PA forms and drug
specific web-based PA application;

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

ii.  Procedures for obtaining PAs, Cail Center hours of operation and contact
Aumbers;

iv.  Printable education meaterial specific to preacribers,

(2) Pharmacist Page, which includes, but is not limited to:

i An interactive inquiry system using pharmacy providers’ identifying nurmber (i.e.
NCPDP, NP, etcl to verify the status of pending payments, and other supported
function(s) as deemed necessary by the State;

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

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

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

A.27. Reporting & Systems Access

4.

The Contractor shall, upon State request, submit monthly operational/performance reports by
which the State can assess the Public Sector Plan's activity and performance. The Contractor
shall submit reports electronically, and shail include information such as enroliment, utilization,
prescription sources and types, plan expenses, member demographic information and other
information as requested by the State. All standard reports shall be distributed to the State within
forty-five (45) days of the end of the previous month.

The Contractor shall provide access to any online reporting system (e.g. eligibility system and
claims history system) to a variety of State employees in the Division of Benefits Administration
no later than one (1) month prior to the system go-ive date. Additional users must be added at
any time at the State's request, with no limit to the number of users.  The State requires that
our entire Benefits Administration Service Center staff (which handles eligibility issues) receive
training and access to the eligibility system and the claims history reporting system prior to go-
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live. In addition, the State's Billing Team will need claims reparting access as well. The State
will provide the Contractor with a [ist of the names, telephone numbers, and emai! addresses
and specify to the Contrastor what kind of access the State requires for our employee; read
only, update, etc. and to which system (eligibility, claims history and detail. or both). The
Contractor shalf train Benefits Administration siaif with access o the Contractor's system on all
Contractor systems and tools ro fater than one (1) month prior to the go-live date. The
Contractor will provide State staff, during implementation, al! training on Coniractors systems
and reporting tools no later than one (1) month prior to the go-live date. This training must be
conducted on-site at the State of Tennessee Benefits Administration offices.

To maintain the privacy of personal health information, the Centractor shall provide to the State a
method of securing e-mall for daily communications between the State and the Centractor. The
Contractor shall set up TLS (Transport Layer Security) with the state.

At the State's request, the Contractor shall provide reporting specific to the activity and
outcomes associated with all of the utilization management teols and programs provided by the
Contractor. The Contractor shall deliver such reports to the State within five (5) business days of
the State's request.

The Contractor shall provide the State access ta an ad-hoc reporting tiaison to assist in the
development of reports that cannot be generated using the Contractor’s standard reporting
package. The Contractor shal! deliver such reports to the State within five (5) business days of
the State’s raquest. If requested by the State, the Contractor shall deliver up to ten (10) reports
annually deemed as “urgent” by the State within twenty-four (24} hours at no additionat cost to
the State.

The contractor, as requested by the state, shali generate a flle of members on a monthly basis
with & first fill during the previous month for any antidepressant or anti-anxiety medication.
Contractor shall, if this provision is executed, share via secure server or emall this list of plan
members and Edison 1D numbers with the State’s EAP/BHO vendor so that said vendor may
communicate with the identified members on the State's behaif by notifying them of the
EAP/BHO program and its associated benefits.

The Contractor shall provide the State a Compliance Report, no later than sixty (80} days
foliowing the end of each quarter, which captures performance related 1o the requirements
autlined in the Liquidated Damages section of the Contract.

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

The Contractar shall provide the State a report, no later than sixty (60) days following the end of
sach quarter, illustrating the rebate payments due fo the State summarized at the NDG-11 or
NDGC-8 level.

The Contractor shall assess on a quarterly and an annual basis the prevalence and incidence of
potential opioid abuse within the insured State Group Plan population and provide a written
narrative with facts and datainumbers to the State on a quarterly and annual basis. This report
shall also include a detalled monitoring of providers to understand where the risk is the greatest.
If, at any time, the State determines that this information is no longer useful, the State may direct
the Contractor to cease assessment, measurement, and reperting.

The Contractor shall provide the State a monthly report describing open service issues at the
plar level.
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A.29,

Within thirty (30) days of the contract start date, the Contracter shall provide the State the most
recent copy of the Contractor's SSAE-16 / SOC-1 report {formerly known as a SAS 70 report).
Thereafter, a copy shall be provided to the State annually. In addition, state auditors may
throughout the course of the year request an interim or bridge report to cover 2 more recent time
period since the last full 12 month report was issued. Benefits Adminigtration staff will reach out
directly to the Contractor to request such repori(s) and will require them within fourteen {14)
calendar days.

The contractor, each calendar year, shall provide the State with its most recent financial/credit
report.

Member Satisfaction Survey

The Contractor shall perform, following review and approval by the State, member satistaction
surveys. The Contractor shall conduct the survey once annually during each calendar year at a time
mutually agreed upon by the State and the Contractor and shall involve a statistically valid random
sample of members, The State reserves the right to review and mandate changes in the survey it
feels are necessary 1o obtain valid, reliable, unbiased results. Those changes may include, but are
not limited to, changes in the research design, units of analysis or chservation, study dimension,
sample size, sample frame, sample method, coding, or evaluation method. Based upon the results of
the survey, the Contractor and the State will jointly develop an action plan to correct problems or
daficiencies identified through this activity,

Audits and Fraud

a.

With provision by the State of thirty (30) days notice, and with the execution of any applicable
third party confidentiality agreements, the State or its quatified authorized auditor (experienced in
condugting pharmacy audits) has the right to examine and audit the services, pricing {including
rebates), and any provision of this contract to ensure compliance with all program requirements
and contractual obligations. For the purpose of audit requirements, Cortractor shall include its
parents, affiliates, subsidiaries and subcontractors. All eligibility and claims data belong to the
State. The State has sole authority to determine who to choose for any kind of audit: financial,
pharmacy rebates, or other. This includes state employees, state staff from the Comptroller's
audit staff, and consulting staff under contract with the Division of Benefits Administration. This
audit right extends to any subcontractors of the PBM (e.g, rebate processor). If the State
contracts with a private entity to conduct an audit of Contractor, the State will require the auditing
entity to negotiate a reasonable non-disclosure agreement with the Contractor that will ensure
that the auditor is independent, has no conflict of interest with Contractor and has acceplable
procedures in place to ensure that no information derived from the audit of Rebate or network
pharmacy contracts is used in or accessible to any consulting function the auditor may provide.

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

The Contractor shall provide access, with thity (30) days notice from the State, at any time
during the term of this contract, and for three years after finat contract payment (longer if
required by law), to the State's authorized independent auditor to audit the services provided
undcler this contract.

The State has the right to audit mare than once per year if the audits are different in scape or for
different services. The State also has the right to perorm additional audits during the year of
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similar scope if requested as a follow-up to ensure significant/material errors found in an audit
have been corrected and are not recurring or if additional information becomes avaitable to
warrant further investigation. The State has the right to audit as often as it deems necessary
and if the State Comptroller's Audit staff deems it necessary. Further, any claims extract
provided to the State Comptrolier's Audit staff for their audit purposes must include, among
other standard fields, the adjudicated date {date the pharmacy was paid by the PBM)] for each
individuat claim.

The COntractar shail comply with the new iaw passed in April 2013 and codified at

D.//state 3/SQ pub/pc0408.df. This requires the State Benefits Administration
ofﬁce to complie a report each July 1 using data from various audlt reports completed for us
during the year and publish the results in a report every July 1"to the Tennesses Speakers of
the House and Senate, the Comptroiler of the Treasury, and members of the Tennessee
General Assembly. Benefits Administration will require the participation and timely assistance of
the contractor under this contract to work with the actuaries and benefits analysts both in and
outside the state to ensure that each report is completad timely. Please note that item #5 in the
URL provided above requires a “reconciliation of the pharmacy benefits manager's payments 1o
pharmacies with the state's reimbursement to the pharmacy benefits manager which requires
the Department of Finance & Administration to conduct various audits and similar activities
throughout the year and publish the results in a report every July 1% to the Speakers of the
House glnd Senate, to the Comptroller of the Treasury, and to members of the General
Assembly.

The State will have access to any data necessary to ensure the Contracter is complying with all
contract terms, which includes but is not limited to, one hundred percent {100%) of claims data,
which includes at jeast ail NCPDP fields from the most current version and release; retail
pharmacy contracts; pharmaceutical manufacturer; mail and specialty pharmacy contracis to the
extent they exist with other vendos(s); utilization management reviews; clinical program
outcoemes; appeals; information related to the reperting and measurement of Liquidated
Darmages; etc.

Pharmacy rebate audits can include, but are not fimited 1o, review and examination of
manufacturer rebate contracts, rebate payments, special discounts, fee reductions, incentive
pregrams or the like with pharmacy manufacturers, and program financial records as necessary
to perform an accurate and complete audit of rebates received by the State. Upon request by the
State, or ifs designated suthorized independant auditor, the Contractor shall provide full
disclosure of rebates received by the Contractor, its affiliates, subsidiaries, or subcontractors on
behaif of the State. This disclosure shall include line item detail by NDC-11 and line item detail
by pharmaceutical manufacturer showing actual cost remitted and other related claim and
financial information as needed to satisfy the scope of the audit. 100% of all drugs dispensed
and paid for under this contract from the go-live date on January 1, 2015 until the termination of
benefits under this contract shall be included in any kind of pharmacy audit, regardless of tier
level (generic, preferred brand, or nonpreferred brand or absence of a tier assignment), and
without regard to enrollment plan type, number of members enrolled in said plan, copayment
assigned by the state (or lack thereof), spread or differential between drug tier copayments, ar
any kind of wutilization.

The Contractor shall disclose to the State's authorized independent auditor any administrative
fees or other reimbursements received in connection with any rebates, discounts, fee raductions,
incentive programs, or the like received by Contractor as a result of the drug manufacturer
payments, which include volume of pharmaceutical use by, ar on behalf of, the State. in addition,
the Contractor shall, upon request by the State, disclose fees or other reimbursements received
in connection with any grants, educational programs or other incentive programs received by the
Contracior on behalf of the State.
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The Contractor shali provide reasonable cooperation with reguests for information, which
includes but is not limited to the timing of the audit, deliverablas, datafinformation reguests and
the Contractor's response time to the State's questions during and after the process. The
Contractor shall also provide a response to all *findings” received within thirty {30) days, orat a
later date if mutually determined to be more reasonable based on the number and type of
findings.

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

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

If the outcome of the audit results in an amount due to the State, one hundred percent (100%) of
the payment of such settlement will be made by the Contractor within thirty (30) days of the
Contractor's receipt of the final audit report. The Contractor shall also pay the State interest on
the overcharge by multiplying the amount of the overcharge by the Tennessee State Pooled
Investment Fund's Gross Total Portfolio Average Earnings Rate for the month(s) in the
overcharge period, times the number of days in the overcharge period(s), divided by 365
days/year. Any amount due the State which is not paid by the Contractor within (30) days of the
Contractor's receipt of the final audit report shall be subject to a compounding interest penally of
one percent (1%} per month, The Contractor may subrmit written comments on the audit report.
including explanations of or objections to the findings of the audit report. The State, in its sole
discretion, may amend the audit findings or adhere to the original findings. The thirty (30) day
payment period would be suspended and would not run between the time the State raceives
Contractor's comments and the time the State responds.

The Confractor is expected to assist the State in identifying fraud and perform fraud
investigations of members and providers, in congultation with the Stats, for the purpose of
recoverty of overpayments due to fraud. Reviews shal include all possible actions necessary to
locate and investigate cases of potential, suspected, or known fraud and abuse. In the event the
Contractor discovers evidence that an unusual ransaction has oceurred that merits further
investigation, the Contractor shall simuitaneously inform the State and the Division of State
Audit, in the Office of the Comptroller of the Treasury. The Siate will review the information and
inform the Contracter whether it wishes the Contractor to:

(1} Discontinue further investigation if there is insufficient justification; or
{2) Continue the investigation and report back to the State and the Division of State Audit; or
(8) Continue the investigation with the assistance of the Division of State Audit; or

{4) Discontinue the investigation and turn the Contractor's findings over to the Division of
State Audit for its investigation; or

(5) The Division of State Audit may request a full claims extract for their audit purposes at
any time throughout the term of the contract. Contractor shall work with State Audit to
supply them a full claims extract including (but not limited to) such variables as date filled,
pharmacy name, address, and phone number, drug name and NDC, quantity dispensed,
gross cost, plan cost, member cost, prescriber name and national provider identification
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rumber (NP}, adjudicated (pard date; the date that the actual pharmacy was paid) — all
for each claim processed under this contract and provided in any claims extract to the
Division of Slate Audit,

The Contractor shall refer all media and legigiative inguiries of any type to Benefits
Adrrinistration, which will have the sole and exclusive responsibility to respond ta all such
gueries. However, the Contractor shall respond directfy to autlit requests from tha Comptroller,
to audit requasts from divisions within the Department of Finance & Administration, and to
subpoenas related to this contract; in all such instances, the Contractor shall copy the Benefits
Administration on all correspondence.

Pharmacy Audits

The Contractor shail audit at least 5% of network pharmacies in Tennessee annually. The same
audits performed on the Contractor's retail pharracy network will be conducted on the mall
order and specialty pharmacies.

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

The State may request that the Contractor inftiate a field audit when desk zudits consistently
identify aberrations that cannol be explained by other means or ugon requests from fegal
authorities or regulatory agencies. The objeclive of the field audit shal inciude financial recovery,
and elimination of the aberrant practice The Contrastor shall have the qualified staff available to
conduct field audits or have an agreement with a vendor acceptable to the State within ninety
(80) days of the date the Contractor assumes full responsibility for the pharmacy benefits
program start date.

Due Dates for Project Deliverabies

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

Plan Implementation

Contract Deliverable Doe Dates &

Deliverables/Milestones: Reference(s): . Milestone Target Dates:

January 1, 2015

Pharmacy henefil go-live Ala
7 Kick-off meeting for sl key asd  Within 30 days afler
: Contraclor staff A Contract start date
30 days after

implementation plan and timetable A 3e Contract start date

August 15, 2014
(On or before)
Movember 1, 2014
{On or before)

On-site implementation meeting ABT

State readiness review Adg

November 1-30, 2014 and
Call center onsite wisit A3 again after go live,
January 1-30. 2015
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Implementa'nrformance

Assessment

A3l

{On or befors

Annually in January

9.

' 'Eltlzsiné;sa' 'célrlztlih'ulty!Dlsastér'

“Ai9band  December 1, 2014, and

. IRecovery results

A.19.c

annually thereaftay.

Network lists avatlable on website

ATc

December 1, 2014

11, Updated network lists ATc Quarterly after go-live

12, Mall order website operational A7.0.(10) December 1, 2014

13.  GeoNetworks® report AT Annually in January
Within five (5) working

14.  Quarterly network changes report A7k days of the end of each
quarter foilowing go-live

ASBd Quarterly after go-live

. Thérépéutlc substitution and —

reconciliation

16.  generic dispensing program Afld Annually in January
reporting
Disclosura of PA criteria and December 1, 2014
17, procedures AT1LROY) {On or beforg)
18.  Prior Authorization (PA) Reporting  A.11.h.(8} Quarterly after go-iive
19 Profile review focus and AA3b 30 days prior to initial
__methodology o review start date
Up to four (4) times
20. DUR and Retro-DUR presentations A.13.e.(1) annually, as requested by
the State
21.  Retre-DUR Outcomes A3.e.(2) Quarterly after go-live
Annually during the first
Annual ingredient cost quarter of each calendar
22. reconciliation A-14.b.10 year for the previous
caiendar year
. . Annually during the first
23. Dispensing fee annual Adde(1} guarter of each calendar

yoar for the pravious
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Tare
calendar year

24,

Rate Guarantees

Can

Within 90 days folfowing
each quarter

25,

~Rebate and administrative fee

Clg

Quarterly after go-live

reporting .
First quarter each
28 _ IRgbate annual recongiliation - Car calendar vear
27.  Eligibility file acceptance A7 December 1, 2014
28.  Daily enroliment update A18.a.(1) Daily after go-live
Daily File Transmission Statistics Within 24 houts of receipt
20. Report A18.a.2) of weekly file
Up to four (4) times
30. State enroliment data match A.18.c annually, as requested by
the State
On or before the go-live of
31.  Duplicate data processing records  A.18.e contract termination or
cancellation
Claims data transmission to 0S8 15 days following the end
82. vendor A.18.e.2) of each calendar month
a3 Claims data transmission to third A4B.h Dailly, unless otherwise
' parties T directed by the Siale
34, ir_ec':'ﬁg PAs, averrides, and open AR December 1, 2014
Within 80 days of notice of

termination _

Claims data transmission to State

A8

Provider education

A22.f

Annuaily in January

. ljggommendationg

December 1, 2014

Quarterly after go-live

A.26.n.(2)

December 10, 2014
40.  Open Enroliment information A.25.n.(3) Annually in August
41.  Initial welcome packets A.25.n.(4) December 10, 2014
P—— Wemoﬁ;;;',;{';g;i; T A25n{4) i 6 e o reea

of enrollment
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43, Wehsite go-live AlZba Recember 10, 2014

44, State review of website A28.b December 1, 2014

R!Iml'ﬁm a
Monthly, within 15 days of
45, Operational/Performance reports ~ A.27.a the end of the previous
month
46.  Reporting system access A27h December 1, 2014
47,  Eligibility system access A27.b Decernber 1, 2014
48,  State staff systems training A27.b December 1, 2014
80 days following the end
49,  Compllance report A27.9 of @ach quarter after go-
live
60 days following the end
50.  Financial terms compliance report  A27.h of each guarter after go-
live
80 days following the end
51. Rebate payments report A7 of each quarter after go-
live
§2.  Opern service issues A2TK Monthly after go-live
Within thirty (30) days of

the contract start date and
annually thereafter {in
addition to periodic
requests for bridge reports
from State Audit)

53. SSAE 16/ S0C-1 report AZ7l

54.  Member satisfaction survey A28 Annually
56.  Network pharmacy audits Annually
66.  Aberrancy findings A30.b As requested by the State

57.  Field audit staff A.30.c January 31, 2014

A.32. Definitions

a. Administrative Fee ~ The fee for phammacy benefit management services paid by the State to
the Contractor. The administrative fes is the only compensation due the Contractor under the
contract if a ransparent pass-through pricing moedel is selected by the State. The contractor's
monthly compensation is a function of the contractor's administrative fee multiplied by the number
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of participating members per month (PMPM). The State recognizes that clinical program fees are
not included in the adminisirative fee. The State also racognizes that the Contractor may make a
margin on mall and speciaity drugs that it dispenses out of its own pharmacies.

AWP - Average Wholesale Price is a referance price for prescription drug products. Fharmacy
reimbursement can be calculated based on AWP minus & percentage. The AWP amount is
provided by commercial publishers of drug pricing data such as Medi-Span.

— The innovator drug product submitted to the FDA for approval. A brand drug is a
drug produced and distributed with patent protection or after the patent protection has ended,
represents the original innovator drug before patent protection ended.

~ A claim received by the PBM for adjudication, and which requires no further
information, adjustment, or akteration by the provider of the services in order to be processed and
paid by the PBM.

~ That percentage of the charge for each drug dispensed to the member that is the
responsibility of the member.

Compound Prescription - A prescription that is not commercially available in the strength or
quantity prescribed by the physician and meats the following criteria: two (2) or more solid, semi-
solid, or liquid ingredients, at least one of which is a covered drug that are weighed and
measured then prepared according 1o the prescriber's order.

- That portion of the charge (flat dollar amount) for each drug dispensed to the
member that Is the responsibility of the member.

Davy{s) — Calendar day(s} unless otherwise spacified in the Centract.

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

Denled Claim — A claim that is not paid for reasons such as eligibility, caverage rules sfe.

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

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

Discounts — The percentage difference hetween the applicable AWR for a covered service and
(i) the maximum allowable cost ("MAC"), where applicable, or (i) the contractor's negotiated
reimbursement amount with a participating pharmacy for prescription drugs, OTCs and other
services provided by such pharmacy to members. The discount excludes the dispensing fee,
copayment and sales tax, if any.

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

DSS - A decision support system is a database and query tool.
- A point of sale claim edit to facilitate drug utilization review

LU UtHiZatic
objectives.
Formutary — The list of clinically appropriate, cost-rationa! prescription drugs covered by the
SHBP/SEHBP (state health benefit plan/state employee health benefit plan), organized into
different tiers’ or levels indicating how rmuch the member cost share {copayment/coinsurance)
will be for each drug.

Generic Code Number (GCN) - A standard number assigned by First DataBank (a drug pricing
sarvice) to each strength, formulation, and route of adminieiration of a drug entity.
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8.

bb.

CC,

dd.

Generic Drug —A prescription or an OTC drug that is therapeutically equivalent and
intarchangeabie with drugs having an identical amount of the same active ingredient(s) and
approved by the FDA or a drug that is lawfully marketed as a DESI drug. Generics shall include
all drugs with an approved Abbreviated New Drug Application ANDA, single-source generics
drugs, multi-source generic drugs, products involved in patent litigation, house generic drugs
and generic drugs that may only be available in limited supply..

Generic Product Identifier (GPI) - A six-digt code, which includes all drugs sharing the same
chernical composition, in the same strength, in the same form and that are administered via the
same route.

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

Ingredient Cost ~ Will be defined for the State contract according to the criteria below:

1. For retail, ingredient cost means the lowsst of
» URC Price;
o MAQG, where applicable; or
«  AWP jess all applicable discounts or other applicable reimbursement amounts
negotiated with the participating retail pharmacy and that adheres to the guaranteed
AWP discount percentage set forth in the contractor's pricing.

2. For brands, the contractor's mail order and specialty pharmacies, ingredient cost means the
discounted price using the guaranteed AWP discount percentage set forth in the Price
Schedule(s).

3. For generics, the contractor's mall order and specialty pharmacies, ingradient cost means
the jower of the MAC, where applicable, or the discounted price using the default AWP
discount percantage set forth in the Price Schedule(s). Ingredient cost does not include the
dispensing fee, the copayment, coinsurance, deductibles of sales tax, if any.

Identical, Related or Similar JRS) - Drugs that are identical, related or similar to drugs identified
as LTE (less than effective} by the FDA.

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

L.ess Thap Effective (LTE) - Drugs that the Food and Drug Administration (FDA) considers to be
t ess 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 medicat need.

Mail Order Service — A service wheraby medications are delivered via mail. Mail order is
typically used for maintenance drugs taken by members on a regular basis, such as medication
to reduce blood pressure or treat asthma, diabetes, or a chronic heart candition.

Maximum Allowance Cost (MAC)} - A cost management program that sets upper limits on the
payment for equivalent drugs available from multiple manufacturers. It is the highest unit price
that will be paid for a drug and is designed to increase generic dispensing, to ensure the
pharmacy dispenses economically, and to control future cost increases.

~ A list of multi-source drugs that are reimbursed at an upper limit per unit price. The
list Is developed and maintained by the contractor and is usually reviewed quarterly but individual
drug prices may be adjusted more frequently. MAC lists vary among PBMs. Considerations for
inclusion on the MAC list include: availability of the generic drug from multiple manufacturers;
clinical implications of generic substitution; national availability of generic versions; price
differences betwean the brand and generic; therapeutic equivalence; and volume of claims.

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

Multi-source {MS) - Brands and generics available from more than one source.
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gg.

nn.

00.
pp.

qq.
fr.

Natlonai Council of Prescription Drug Programs {NCPDRP}] - A not-for-profit ANSI-Accredited
Standards Development Organization,

Nztional Drug Code (NDC or NDC-11} — A universal praduct ideniifier. The National Drug Code
(NDC} Number is a unique, eleven-digit, three-segment number that identifies the labeler/vendor,

product, and trade package size.

National Provider ldentification Number (NP1} - A 10-position, intaliigence-frea nurmeric

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

Paid Claim ~ A claim that meets all plan established coverage criteria and is paid by the PBM
and submitted to the plan for reimbursement.

hre re ng ~ An arrangement whereby the client receives the fuli value
{100%) of the contractor 8 negotiated discounts and dispensing fees at retail, and the full value of
rebates. The contractor's only profits are the administrative fee, and any margin thay make for
mail prescriptions and specialty prescriptions. All financial negotiated retail pharmacy contracts
and rebate contracts are fully disclosed to and auditable by the client. The client is protected in
this model by requiring guaranteed discounts, fees, and rebates from the PBM

Contractor. Discounts and rebates achieved on the client's behalf that exceed the financial
guarantees are payable to the client, Dispensing fees that are paid lower than the guaranteed
are also passed through to the client. Hence, the financial guarantees are the minirum
discounts and rebates the client wifl achieve and the maximum dispensing fees and
administrative fees the client will pay.

PPACA - the faderal Patiant Protection and Affordable Care Act, Public Law 111-148.
PEMEM - Per enrolied member per month

Pharmacy Benefit Manager {(PBM) - A vendor who provides a set of core pharmacy benefit

services to a client.

Pharmacy and Therapsutics {P&T) Commitiee - A panet of experts consisting of physicians,

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

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

Formulary compliance
Generic utilization

mail/retail

top drugs by cost

top drugs by # of prescriptions
total prescriptions

total cost to the plan

PMPM - Per member per month
Protected Health Information (PHI) - As defined in HIPAA (45 C.F.R. §§ 160 and 164).
PQS - Point-of-Sale.

Brior Authorization {PA) - A program requirement where certain therapies must gain approval
before payment can be authorized.
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bbb,

Rebates - All revenue received by the Contractor from outside sources related to the Plan's
utifization or enrolimant in programs {collectively the “Total Manufacturer Value®). Also, the
amounts paid to the contractor (i) pursuant to the terms of an agreement with a pharmaceuticat
meanufacturer, {ii} in consideration for the inclusion of such manufacturer's drug{s} on the
contractor’'s formulary, and (i} which are directly related and aitributable to, and calculated based
upon, the specific and identifiable utilization of certain prescription drugs by members. These
would include but are not limited to access fess, market share fees, rebates, formulary access
fees, administrative fees and marketing grants from pharmaceutical manufacturers, wholesalers
and data warehouse vendars. Rebates will also exclude purchase discounts (e.g. prompt pay
discounts) from mail and specialty products.

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

Retail Pharmacy 80-Day Network — A network retail pharmacy that offers a 90-day supply of
medications for chronic conditions also known as maintenance medications. The discounts,
dispensing fees and rebates are significantly better than retail and similar to mail.

- A post payment claims analysis to

el 2 retrospective SRILAL ALY
facilitate drug utilization review ohjectives.
RFP - Request for Proposal,
Single-Source (88) - Brands and generics only available from one manufacturer.

Specialty Drugs — specialty drugs must meet at least twoe of the first four criteria (a thru d) below
and the final criteria (e},

a. Produced through DNA technology or hiological processes

b. Targets a chronic and complex disease

¢. Route of administration could be inhaled, infused or injected

d. Unique handling, distribution and/or administration requirements

e. Requires a customized medication management program that includes medication use review,
patient training, and coordination of care and adherence management for successful use such
that more frequent monitoring and training is required.

Specialty Pharmacy ~ a pharmacy that dispenses specialty drugs (see definition) to patients
focusing on additional services such as enhanced clinical management, increased adherence,
guideline management, and enhanced distribution services.

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

- The practice of beginning drug therapy for a medical condition with the most
cost-effective and safest drug, and stepping up through a sequence of alternative drug therapies
as preceding treatment option fails. Step Therapy programs apply coverage rules at the point of
service when a claim is adjudicated. 1f a claim is submitted for a second-line drug and the Step
Therapy ruie was not met, the claim is rejected, and a message is transmitted to the pharmacy
indicating that the patient shouid be treated with the first-iine drug before coverage of the second-
line drug can be authorized.

« 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 Contracter's obligations to the State under the terms
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of this Contract, when the mtent of such an agreement is to delsgate the responsibility far any
major service ar group of services required by this Contract.

coe.  Subgontractor - Any organization or person who provides any function or service for the

Contractor specifically related to sacuring or fulfilling the Contractor's obligations to the State
under the terms of this Contract.

ddd. Total Manufacturer Value - See Rebates
eee. Jransparent- An arrangement pursuant to which the contractor discloses all sources of

revenue, including revenue from network pharmacy contracts and from prescription drug
manufacturers, directly attributable to and specifically derived from utilization of prescription drugs
by the contractor's plan members. Pass-through transparent pricing is fully auditable by the client
including all pharmacy and drug manufacturer contracts. Traditional transparent pricing discloses
retention of spread but usually does not permit auditing of pharmacy or drug manufacturer
contracts nor does it usually disclose the exact dollar amount of the spread retained by the PBM.

fif. U a U&C) - Retail price charged by a participating pharmacy for the particular

drug in a cash transaction on the date the drug Is dispensed, as reported by the retall pharmacy.

ggg. URAC ~ URAC is an independent, nonprofit crganization that promotes health care quality

through its accreditation and certification programs. Originally, URAC was incorporated under the
nare "Utilization Review Accreditation Commission." However, that name was shortened to just
the acronym "URAC" in 1986 when URAC began accrediting other types of organizations such as
health plans and preferred provider organizations,

nhh. Wholesale Acguisition Cost {WAC) - List price for wholgsalers, distributors and other direct

accounls before any rebates. discounts allowances or other price concassions that might be
offered by the supplier of the product.

sl

Cy

CONTRACT TERM: 77 e
. i

This Coniract shalt be effective for the period commencing on December 15, 2014 and ending on
June 30, 2020. The State shall have no obligation for services rendered by the Contractor which are
not perfarmed within the speaified perod. The Contractor understands that they shalt provide staff for
an implementation period to last from the time of contract award untii kenefits go-live on January 1,
2015, and that the Contractor shall not collect any form of payment or administrative fees during this
tme. Conversely, for a period of six {6} months afier the contract terminates, the Contractor shall
conlinue to process and pay any claims that may arrive in any form as long as said claims are for a
date of service within the term of this contract, and with the understanding that the Liquidated
Damages stated in Attachment B shall not apply during this six (6) month period

PAYMENT TERMS AND CONDITIONS:

' jability. In no event shall the maximum liability of the State under this Contract exceed
Seventeen Million, Seven Hundred Twenty-Six Thousand Dollars ($17.728,000 00). The payment
rates in Section C.3 shall constitute the entire compensation due the Contractor for the Service and
all of the Contractor's obligations hereunder regardiess of the difficuity, materials or equipment
required. The payment rates include, but are not fimited to, alt applicable taxes, fees, overheads, and
alt other direct and indirect costs incurred or o be incurred by the Contractor.

The Cantractor is not entitled to be pald the maximurm liability for any period under the Contract or
any extensions of the Contract for work not requested by the State. The maximum liability represents
avallable 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
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c.2

Ca.

Section C.3. The State is under no obligation to request work from the Contractor in any specific
deollar amounts or to request any work at all from the Contractor during any pefiod of this Contract.

Compensation Firm. The payment rates and the maximum fiability of the State under this Contract
are firm for the duration of the Contract and are not subject to escalation for any reason unless

amended.

. The Contractor shall be compensated, beginning no earlier than January 1,
2015, 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 for said units, milestones, or increments of service

based upon the following payment rates:

Amount
(per compensable increment)
Service Description
tHns - 111116 - 1M1t - 11/48 - 11119 -~
1213115 12131116 1213117 12131118 12131119
FEES
{Guaranteed Maximum
PMPM
Administration Fee Per Amm Amount Per | Amount !er Amounl !er AmM
Member Per Month Member Member | Member Per | Member Per Member
Per Month Per Month Month Month Per Month
Clinical Fee Per Mamber E *
Per Month Amoun r| Amouni Per | Amount Per | Amount Per | Amount Per
Member Member | Member Per | Member Par Member
Pear Month Per Month hMonth Month | Per Month
DISPENSING FEES
{Guarantead Maximum
Avatage Per Claimn)
Retail — Brand
Amount Per | Amount Per | Amount Per

Claim

Retail - Generic

Amounl !81‘

90-Day Retail - Brand

90-Day Retail -~ Generic

Claim

Claim

Amount Per

™k

Per Claim

Per Claim

Per Claim

Mail ~ Brand

Per Clait:

[REDAC]
Per Claim

Per Claim
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Service Description

Amount

{per cornpensable increment)

11418 - 11116 - 117 - 11118 - 19 -
1213115 1213116 12i31147 12{3118 1213119
Mail - Generic . REDACT] _
Par Claim Per Claim Per Claim Per Claim
All Brand Specialty mms Den| B *
Pharmacy Clalms PerClaim | PerClaim | PerClaim | PerClaim | Per Claim
RETAIL NETWORK
DISCOUNTS
(Guarantaed Minimum
Average)
Brand AWP minus | AWP minus AVW AWP minus | AWP minus
Generic AWP minus | AWP minus | AWP minus M Awe minis
80-DAY RETAIL
NETWORK DISCOUNTS
{Guarantead Minlmum
Avarage)
Brand AWP minus AWP minus | AWP minus
Generic AWP minus AWP minus | AWP minus
MAIL NETWORK
DISCOUNTS
(Guarantesd Minimum
Avarage])
Brand AWP minus | AWP minus | AWP minus | AWP minus | AWP minus
Generic AWF minug | AWP minus
SPECIALTY NETWORK
DISCOUNTS
(Guaranteed Minimum
Average)

All Brand Specialty
Pharmacy Claims

REBATES PER CLAIM
{Guaranteed Minimum
Avearage)

All Retail Claim Basis
(Brand & Generic)

Per Claim

All 80-Day Retail Claim
Basis (Brand & Generic)

ar wiaim

Per Claim

AWP minus

-

Per Claim
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Amount
{per compensable increment)

Service Description
4115 ~ 116 - AHMT - 11418 - 11119 -
12131118 12131116 12I31AT7 12131118 1213118

All Mail Claim Basis

(Brand & Generic) Per Claim | Per Claim erClaim | PerClaim [ PerClaim
All Brand Speciaity
Pharmacy Claims erClaim | PerClaim | PerClaim | PerClaim | Per Claim

¢. The State reserves the right to review filas prior {o issuing payment and to hold or adjust any
payment that is not satisfactory to the State. If the Contractor submits a claims payment request
and the State overpays the claim, then the State may withhold the overpaid monies.

d. After award of this Contract, the Contractor shall use the post-settlement AWP for this Contract's
pricing terms,

e. Ifthe contractor elects to conduct subrogation activities on tha state account, the State authorizes
the Contractor to retain monies received through subrogation, on a per patient basis, of no more
than five percent (5%} of the gross recoveries received. However, if the Contractor subcontracts
the subrogation function to a subcontractor that is not an organizational unit, affiiiale, subsidiary,
or parent company, then the Contractor may instead request reimbursement from the State for
the subcontracted costs incurred for subrogation activities. Such reimbursement shall be in lieu of
rather than in addition to the five percent (5%) retention allowance described above.

f.  The State will fund the Contragtor for the total issue amount of the payments, net of cancellations,
veids or other payment credit adjustments, weekly provided the Contractor's payment process
includes timely settlement of ACH transactions. Uniess otherwise mutually agreed to in writing by
the parties, the Contractor shall notify the State of the week's funding requirement amount. The
funding option for the State will include either raceiving an ACH debit from the Contractor fo a
designated State bank account, or wire transfer of funds to the Contractor's designated bank
account. The perties shall mutually agree in writing upon the funding option. The Contractor
acknowledges and agreas that since the State intends to fund payments af the time of issvance,
the State will not maintain a separate bank account or an escrow account with the Contractor or
to otherwise pre-fund an account.

g. The State will fund the Contractor monthly for the administration fee based on the State's record
of eligible members as of the first day of the month.

The Contractor shall guarantee that the dispensing fee per claim is based on paid claims only not
claims that are reversed or rejected.

h.  The Contractor shall reconcile, within ten {10) working days of receipt, payment information
provided by the State (e.g. upon providing the State with a monthly invoice and the Contractor
receives payment for this invoice, if the Contractor has questions or concerns about payment,
Contractor must do so within 10 days). Upon identification of any discrepancies, the Contractor
shall immaediately advise the State.

i, The Contractor shall guarantee that U&C priced claims will not be assessed a dispensing fee.

I The Contractor shall guarantee that the average dispensing fee per claim, if any, shall not exceed
the guaranteed maximum average.
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The Caontractor shalt guarantee that all discounts and services and administrative fees are
guaranteed for the life of this contract, including any optional confract extensions executed by the
State.

The Contrattor shall guarantee that the terms presented are for the entire contract period,
inctuding any optional contract extensions, and do not require the State to implement any plan
designs or programs that are different fram the plan design and programs currently in piace.

The Contractor shall guarantee that the terms presented are State-specific, not book-of-business
averages or discount guarantees,

The contractor shall guarantee that the guaranteed discount off AWP shall not exclude any
products from the calculations (e.g., zero balance claims, U&C claims, those generics during their
exclusivity period, "specialty” drugs processed at retail), with the exception of compounds and
powders, which shall be excluded.

The Contractor shall individually measure the guaranteed minimum average discounts and fees
for the retail networks, mail pharmacy program, specialty network and 90-day-at retail pharmacy
natwork. Over performance in one network area shall not offset under performance in other
network areas. The Contractor shall individually measure specific brand discounts, generic
discounts and dispensing fee components of each contract guarantee. Over performance in one
contract area will not offset under performance in other contract areas. The Contractor shall
measure guaranteed financial contract terms within ninety (90) days following each quarter and
reconcite with the State annually during the first quarter of the following calendar year. The
Coniractor shall reimburse the State the difference between actual average discounts and fees
and the guaranteed minimum average discounts and fees by cash or check only, Credits to the
Plan are not acceptable unless otherwise agreed upon by both Parties in writing.

The Contractor shall pay to the State one hundred percent (100%) of the Totat Manufacturer
Value collected based, directly or indirectly, on the State’s claims. The Contractor shall provide
the State with the greater of {i} one hundred percent (100%) of the Total Manufacturer Value, or
{il) the guaranteed rebates.

The Contractor shall pay out to the State all Total Manufacturer Value earned by the State during
the entire term of this contract regardiess of termination of said Contract.

The Contractor shall remit to the State no less frequently than quarterly a check for alf Total
Manufacturer Value obtained on behalf of the State due to the use of pharmaceuticals by
membars of the Public Sector Plans for the rebates accrued during the claim period ending six (6)
months prior to the rebate payment date, Rebate and administrative fee reporting shall also be
submitted quarterly based on the State's NDC-11 or NDC-9 utilization to demonstrate the level of
rebate pass-through pricing.

No later than the first quarter of each calendar year of the contract, the Contractor shall complete
an annual reconciliation between the percentage of rebates paid and the guaranteed average
amount, in aggregate. If the outcome of the recongiliation results in an amount due to the State,
one hundred percent (100%) of the payment will be made by the Contractor within thirty (30) days
of the completion of the reconciliation. Please referance Contract Section A.18.d. {1)- (7).

The State currently uses the Advantage Suite DSS system from Truven Health Analytics.
If error(s) in member materials, previously approved by the State in writing, are detected after the

materials have been mailed, the State will reimbuyse the Contractor for the production and
postage cost of mailing the corrected version,
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u. The State shall reimburse the Contractor for the following, selected actual costs in the performance
of this Contract:

(1) Postage. The State shall reimburse the Coniractor for the actual cost of postage for mailing
materials produced at the specific request of the State. Postage for materials and mailings
referenced in the contract {i.e. 1D cards, welcome packets, etc.) are the sole responsibility of
the Centractor.

(2) Printing / Production (refer to pro forma Contract Section A.25.d.). Subject to compliance
with Section E.8. of this Contract, the State shall reimburse the Contractor an amount egqual
to the actual net cost of document printing / production as required and autharized by the
State and as detailed by the Contract Scope of Service,

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

v. The contractor shall reimburse, when necessary and appropriate, monies to plan members when
an overpayment has occurred by the plan member.

w. The contractor shall maintain the 30 day and 90 day supply limits for plan members as
appropriate; howevar, in certain circurnstances where mambers are vacationing or traveling for
longear periods of time the State - at its sole discretion — may grant a courtesy override depending
on the individual eircumstances. The Contractor in any such instance shall contact the State to
inquire if an extended supply or courtesy vacation override may be approved. In these instances,
the Contractor shall make special pravision for the member {o pay the applicable number of
copayments (e.g. if gone for 6 months, then 2, 80 day copayments would apply). Further, the
Contractor shall keep detailed records related to such in its POS and financial systems in case of
audit.

C.4, Travel Compensation. The Contractor shall not be compensated or reimbursed for travel, meals, or
lodging.

C.5. Invcice Requirements. The Contractor shall invoice the State only for complated increments of
service and for the amount stipulated in Section C.3, above, and as required below prior {o any
payment.

a. The Contractor shall submit invoices for clinical fees no more often than monthly, with all
necessary supporting documentation, to:

Sylvia Chunn, Procurement & Contracting Manager
Tennessee Department of Finance & Administration
Benefits Administration Division

William R. Snodgrass Tennessee Tower

312 Rosa L. Parks Avenue, Suite 1900

Nashville, Tennessee 37243

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

{1) Invoice/Reference Number (assigned by the Contractor),

(2) Invoice Date;

(3) Involce Period (period 1o which all invelced charges are applicable),

{4) Contract Number (assigned by the State to this Contract},

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

(7) Contractor Name;

(8) Contractor Federat Employer |dentification Number ar Social Security Number (as
referenced in this Contract);

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

(10)  Contractor Ramittance Address;

(11}  Complete Itemization of Charges, which shall detail the following:

i, Service or Milestone Description (including name #itle as applicabie) of each
safvice invoiced,

il. Number of Completed Units, Increments, Hours, or Days as applicable, of
each service invoiced,

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

involced;
iv, Amount Due by Service, and
V. Total Amount Due for the invoice period.
¢ The Contractor understands and agrees that an invoice to the State under this Cantract shall:

(1) include only charges for service described in Contract Section A and in accordance
with payment terms and conditions set forth in Contract Section C;

(2} not include any future work but will only he submitted for completed service; and

{3} not inctude sales tax or shipping charges.

d. The Contractor agrees that timeframe for payment (and any discounts) begins when the
State is in receipt of sach invoice mesting the minimum raquirements above.

e The Cantractor shall complete and sign a "Substitute W-9 Farm” provided to the Contractor
by the State. The taxpayer identification number contained in the Substitute W-9 submitted
to the State shall agree to the Federal Employer Identification Number or Social Security
Number referanced in this Contract for the Contractor. The Contractor shall not invoice the
State for sarvices uniil the Stata has received this completed form.

Payment of Invoice. A payment by the Siate shall not prejudice the State's right to cbject to or
question any payment, invoice, or matier in relation thereto. A payment by the State shall not be
construed as acceptance of any part of the work or service provided or as approval of any amount
invoiced.

|nvoice Reductions. The Contractor's invoice shall ba subject to reduction for amounts included in
any invoice or payment theretofare made which are determined by the State, on the basis of audits
conducted in accordance with the terms of this Contract, not to constitute proper remuneration for

compensable services,

Deductions. The State reserves the right to deduct fram amounts which are or shall become due and
payable to the Contractor under this or any Contract between the Contractor and the State of
Tengeasae any amounts which are or shall become due and payable to the State of Tennessee by
the Contractor,

requisite . ‘The Contractor shall not inveice the State under this Contract until the
State has received the following documentation properly completed.

a. The Contractor shall complete, sign, and prosent to the State an "Authorization Agreement

for Autormatic Deposit (ACH Credits) Form" provided by the State. By doing so, the
Contractor acknowledges and agrees that, once said form is received by the State, all
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payments fo the Contractor, under this or any cther contract the Contractor has with the State
of Tennesses shall be made by Automated Clearing Mouse (ACH).

b. The Contractor shall complate, sign, and present to the State a “Substitute W-8 Form”
provided by the State. The taxpayer identification nurnber detailed by said form must agree
with the Contractor's Federal Employer Identification Number or Tennessee Edison
Registration 1D referenced in this Contract.

STANDARD TERMS AND CONDITIONS:

Required Approvals. The State is not bound by this Contract 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
Commissioner of Finance and Administration, the Gommissioner of Human Resources, and the
Comptrolier of the Treasury).

Modification and Amendment. This Contract may be modified only by a written amendment signed by
all parties hereto and approved by both the officials whe approved the base contract and, depending
upon the specifics of the contract as amended, any additional officials required by Tennessee laws
and regulations (said officials may include, but are not fimited to, the Commissioner of Finance and
Administration, the Commissioner of Human Resources, and the Comptroller of the Treasury).

Temmnination for Convenience. The Coniract may be terminated by either party by giving written
natice {o the olher, at least thidy (30) days before the effective date of termination, Should the State
exercise this provision, the Contractor shall be entitled to compensation for all satisfactory and
authorized services campleted as of the termination date. Should the Contractor exercise this
provision, the State shall have ne liability to the Contractor except for those units of service which can
be effectively used by the State. The final decision as to what these units of service are, shall be
determined by the State. In the event of disagreement, the Coniractor may file a claim with the
Tennesses Claims Commission in order to seek redress.

Termination for Cause. If the Contractor fails to properly perform its obligaticns under this Contract in
a timely or proper manner, or if the Contractor viclates any terms of this Contract, the State shall have
the right to ferminate the Contract and withhold payments in excess of fair compensation for
completed services.

a, The State wilt provide notification of termination for cause in writing. This notice will: (1)
specify in reagonable detail the nature of the breach; (2} provide the Contractor with an
opportunity to cure, which must be requested in writing no less than 10 days from the date of
the Termination Notice; and (3) shall specify the effective date of termination in the event the
Contractor fails to correct the breach. The Contracter must present the State with a written
request detailing the efforts it will take to resolve the problem and the time period for such
resolution. This opportunity to "cure" shall not apply to circumstances in which the Contractor
intentionally withholds its services or otherwise refuses to perform. The State will not
consider a request to cure contract performance where there have been repeated problems
with respect to identical or similar issues, or if a cure petiod would cause a delay that would
impair the effectiveness of State operations. [n circumstances where an opportunity to cure
is not availabie, termination will be effective Immediately.

b. Notwithstanding the foregoing, the Contractor shall not be relieved of liability to the State for
damages sustained by virtue of any breach of this Contract by the Contractor.
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Subcontracting. The Contractor shall not assign this Contract or enter into a subcontract for any of
the services parformed under this Contract without obtaining the prior written approval of the Stata. if
such subcontracts are approved by the State, each shali contain, at & 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.

. The Contractor warrants that no part of the total Contract Amount shall be paid
directly or indirectly to an employee or official of the State of Tennessee as wages, compensation, or
gifts in exchange for acting as an officer, agent, employee, subcontractor, or consuitant to the
Contractor in connection with any work contemplated or performed relative to this Contract.

The Contractor acknowledges, understands, and agrees that this Contract shall be null and void if the
Contractor is, or within the past six months has been, an employee of the State of Termessee or if the
Contractor is an entity in which a controlling interest is held by an individual who Is, or within the past
gix months has heen, an employee of the State of Tennessee.

ination. The Contractor hereby agrees, warrants, and assures that no person shall be
excluded from participation in, be denied benefits of, or be otherwise subjected to discrimination in
the performance of this Contract or in the employment practices of the Contractor on the grounds of
handicap or disability, age, race, color, religion, sex, national origin, or any other classification
protected by Federal, Tennessee State constitutional, or statutory law. The Contractor shall, upon
request, show praof of such nondiscrimination and shall post in conspicuous places, available to all
employees and applicants, notices of nendiscrirnination.

Prohibition of Hlegal Immigrants. The requirements of Tennessee Code Annotated, Section 12-4-124,
ef seq., addressing the use of illegal immigrants in the performance of any Contract to supply goods
or sarvices to the state of Tennessee, shall be a material provision of this Contract, a breach of which
shall be grounds for menetary and other penalties, up to and including termination of this Contract.

a. The Contractor hereby atiests, certifies, warrants, and assures that the Contractor shall not
knowingly ufitize the servicas of an iliegal immigrant in the performance of this Contract and
shall not knowingly utilize the services of any subcontractor who will utilize the services of an
iilegal immigrant in the performance of this Contract. The Contractor shall reaffirm this
attestation, in writing, by submitting to the State a completed and signed copy of the
document at Attachment A, hereto, semi-annually during the period of this Contract. Such
attestations shall be maintained by the Contractor and made available to state officials upon
request,

b. Prior to the use of any subcontractor in the performance of this Contract, and semi-annually
thereafter, during the period of this Contract, the Contractor shall obtain and retain a current,
written attestation that the subcontractor shall not knowingly utilize the services of an illegal
immigrant to perform work refative to this Contract and shail not knowingly utilize the services
of any subcontractor who will utilize the services of an illegal immigrant to perform work
relative to this Contract, Attestations abtained from such subcontractors shall be maintained
by the Contractor and made avaitable 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 State,

d. The Contractor understands and agrees that failure to comply with this section will be subject
to the sanctions of Tennessaee Code Annotated, Section 12-4-124, of seq. for acts or
ormissions oceurring after its effective date. This law requires the Commissioner of Finance
and Administration to prohibit a contractor from contracting with, or submitting an offer,
proposal, or bid to contract with the State of Tennessee to supply goeds or services for a
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periad of one year after a contractor is discovered to have knowingly used the services of
iflagal immigrants during the performance of this Contract.

e. For purposes of this Contract, "illegal immigrant” shall be defined as any person who is not
gither a United States citizen, a Lawiul Permansnt Resident, or a person whose physical
presence in the United States is authorized or allowed by the federal Depariment of
Homeland Securlty and who, under federal immigration faws and/or regulations, is authorized
to be employed in the U.S. or is otherwise authorized to provide services under the Contract,

Records. The Contractor shatl maintain documentation for ali charges under this Contract. The
books, records, and documents of the Contractor, insofar as they relate to work performed or meney
received under this Contract, shall be maintained for a period of three (3) full years from the date of
the final payment and shall be subject to audit al any reasonable time and upon reasonable notice by
the State, the Comptroller of the Treasury, or their duly appointed representatives. The financial
statements shalf be prepared in accordance with generally accepted accounting principles.

Monitoring. The Contractor's activities conducted and records maintained purstiant to this Contract
shall be subject to monitoring and evaluation by the State, the Comptroller of the Treasury, or their
duly appointed representatives,

Proaress Reports. The Contractor 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 Contraet shall not
be construed as a waiver or relinquishment of any such lerm, cavenant, condition, or provision. No
term or candition of this Contract shall be held to be waived, modified, or deieted except by a written
amendment signed by the parties hereto,

Independent Contractor. The parties hereto, int {he parformance of this Contract, shall not act as
employees, partners, joint venturers, or associates of one another. it is expressly acknowledged by
the parties hereto that such parties are independent contracting entities and that nothing in this
Contract shall be construed to create an employer/employee refationship or to aliow either to exercise
control or direction over the manner of method by which the other transacts its business affairs or
provides its usual services. The employees or agents of one parly shall not be deemed or construed
to be the employees or agents of the other party for any purpose whatsoever,

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

State Liability. The State shall have no liability except as specifically provided in this Contract.

Force Majeure. The abligations of the parties to this Contract are subject to prevention by causes
beyond the parties’ control that could not be avoided by the exercise of due care including, but not
limited to, natural disasters, riots, wars, epidemics, or any other similar cause,

State and Federal Compliance. The Contractor shall compiy with all applicable State and Federal
laws and regulations in the performance of this Contract,

Governing Law. This Contract shall be governed by and construed in accordance with the laws of the
State of Tennessee. The Contractor agrees that it will be subject to the exclusive jurisdiction of the
courts of the State of Tennessee in actions that may arise under this Contract. The Contractor
acknowledges and agrees that any righis or claims against the State of Tennessee or its employees
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All instructions, notices, consents, demands, or other communications shall be considerad 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 event 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 shal not be deemed a breach of Contract by the State. Upon receipt of the written notice,
the Contractor shall cease all work associated with the Contract. Should such an event occur, the
Confractor shall be entitled to compensation for all satisfactory and authorized services completed as
of the termination date. Upon such termination, the Contractor shall have no right to recover from the
State any actual, general, special, incidental, consequential, or any other damages whatsoever of any
description or amount.

annesses Consalidated Re stem.  The Contractor acknowledges and understands that,
subject to statutory exceptions contained in Tennessee Code Annotated, Section 8-36-801, ef. seq.,
the law goveming the Tennessee Consolidated Retirement System (TCRS), provides that if a retired
member of TCRS, or of any superseded system administered by TCRS, or of any local retirernent
fund established pursuant to Tennessee Code Annotated, Title 8, Chapter 35, Part 3 accepts state
employment, the member's retirement allowance is suspended during the period of the employment.
Accordingly and notwithstanding any provision of this Contract to the contrary, the Contractor agrees
that if it is Jater determined that the true nature of the working relationship between the Contractor and
the State under this Contract is that of “employeefemployer” and not that of an independent
contractor, the Contractor, if a retired membar of TCRS, may be required o repay to TCRS the
amount of retiremeant benefits the Contractor received from TCRS during the peried of this Coniract.

Insurance, The Contractor shall carry adeguate liabiiity and other appropriate forms of insurance.
a, The Contractor shall maintain, at minimum, the following insurance coverage:

{n Workers' Compensation/ Employars' Liability (including all states coverage) with a
limit ot less than the relevant statutory amount or one million dollars ($1,000,000)
per ccctitrence for employers’ liability whichever ig greater.

(2} Comprehensive Commercial General Liabiiity (inciuding personat injury & property
damage, premises/operations, independent contractor, contractual liability and
completed operations/products) with a bodily injury/property damage combined single
timit not less than one million dolars ($1,000,000} per occurrence and two mitlion
dollars ($2,000,000) aggregate.

(3) Automobile Coverage (including owned, leased, hired, and non-owned vehicles) with
a bodily injury/property damage combined single limit not less than one million dollars
($1,000,000) per occurrence,

b. At any time State may require the Contractor to provide a valid Certificate of Insurance
detailing Coverage Description; insurance Company & Policy Number; Exceptions and
Exclusions; Policy Effective Date; Policy Expiration Date; Limit(s) of Liability; and Name and
Address of Insured. Failure to provide required evidence of insurance coverage shall be a
material breach of this Contract.

. Strict standards of confidentiality of records and information shall be
maintained in accordance with applicable state and federal law. All material 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 applicable state and federal law, state and federal rules and
regulations, departmentat policy, and sthical standards. Such confidential information shall not be
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disclosed, and afl necessary steps shall be taken by the Contractor to safeguard the confidentiality of
such material or information in conformance with applicable state and federal law, state and fedsral
rules and regulations, departmental policy, and ethical standards.

The Contractor's obligations under this section do not apply to information in the public domain;
entering the public domain but not from & breach by the Contractor of this Contract; previously
possessed by the Contractor without written obligations to the State to protect it; acquired by the
Contractor without written restrictions against disclosure from a third party which, to the Contractor’s
knowledge, is free to disclose the information; independently developed by the Contractor without the
use of the State's information; or, disclosed by the State to others without restrictions against
disclosure. Nothing in this paragraph shall permit Contractor to disclose any information that is
confidential under federal or state law or regulations, regardless of whether it has been disclosed or
made available to the Contractor due to intentional or negligent actions or inactions of agents of the
State or third parties.

It is expressly understood and agreed the obligations set forth in this section shall survive the
termination of this Contract.

HIPAA a CH Cotmpliance. The State and Contractor shall comply with obligations under the
Health Insurance Portability and Accountability Act of 1996 (HIPAA) and the Health Information
Technology for Economic and Clinical Health Act (HITECH) under the American Recovery and
Reinvestment Act of 2009 (ARRA) and their accompanying ragulations.

a. Confractor warrants ta the State that it is familiar with the requirements of HIPAA and HITECH
and their accompanying regulations, and shall comply with alt applicable HIPAA and HITECH
requirernents in the course of this Contract including but not imited to the following:

(1) Compllance with the Privacy Rule, Security Rule, Notification Rule;

(2) The creation of and adherence to sufficient Privacy and Security Safeguards and Policies;
(3} Timely Reporting of Violations in Use and Disclosure of PHI; and

{4) Timely Reporting of Security Incidents.

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
HITECH and its reguiations, in the course of performance of the Contract so that both parties
wilt be in compliance with HIPAA and HITECH.

¢ The State and the Contractor will sign documents, including but not limited to business
associate agreements, as required by HIPAA and HITECH and that are reasonably
necessary to keep the State and Contractor in compliance with HIPAA and HITECH. This
provision shall not apply if information received by the State under this Contract is NOT
“protected health information” as defined by HIPAA, or if HIPAA permits the State to receive
such information without entering into a business associate agreement or signing another

such document,
Printing Authorization. The Contractor agrees thal no publication coming within the jurisdiction of

Tennessee Code Annotated, Section 12-7-101, ef. seq., shall be printed pursuant to this contract
unless a printing authorization number has been obtained and affixed as required by Tennessee
Code Annotatad, Section 12-7-103 (d).

State Ownership of Work Products. The State shall have ownership, right, title, and interest,
including ownership of copyright, in all work preducts, including computer source code, created,
designed, developed, derived, documented, installed, or delivered under this Contract subject to the
next subsection and full and final payrment for each “Work Product.” The State shall have royalty-free
and unlimited rights and license 16 use, disclose, reproduce, publish, distribute, modify, maintain, or
create derivative works from, for any purpose whatsoever, all sald Work Products.
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a. To the extent that the Contractor uses any of its pre-existing, proprietary or independently
developed tools, materials or information ("Contractor Materials"), the Coniractor shall retain
all right, title and interest in and to such Contractor Materials, and the State shall acquire no
right, title or interest in or to such Contractor Materials EXCEPT the Contractor grants to the
State an unlimited, non-ransferable license to use, copy ard distribute internally, soisly for
the State's intarnal purposes, any Contractor Materials reasonably associated with any Work
Product provided under the Contract.

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

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

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

Competitive Procurements. This Contract provides for reimbursement of the cost of goods, materials,
supplies, eguipment, or contracted services. Such procurements shall be made on a competitive
basis, where practical. The Contractor shall maintain documentation for the basis of each
procurernent for which reimbursement is paid pursuant to this Contract. In each instance where it is
determined that use of a competitive procurement method was not practical, said documentation shall
include a written justification, approved by the Commissioner of Finance and Administration, for such
decision and nen-competitive procurement.

State Fumished Proparty. The Coniractor shall be responsible for the correct use, maintenance, and
protection of all articles of nonexpendable, tangible, personat property fumnished 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.

incarporation of Additional Documents, Each of the following dacuments is included as a part of this
Contract by reference. In the event of a discrepancy or ambiguily regarding the Contractor's duties,
responsibilities, and performance undar this Contract, these items shall govern in order of
precedence below.

a, this Contract document with any attachments or exhibits (excluding the items listed at
subsections b. through e., below),

b. any clarifications of or addenda to the Contractor's proposal seeking this Contract;

¢ the State solicitation, as may he amended, requesting proposals in competition for this
Contract,

d. any technical specifications provided to proposers during the procurement process to award
this Contract;

e the Contractor's proposal seeking this Contract.

Debarment and Suspension. The Contractor certifies, to the best of its knowledge and belief, that it,
its current and future principals, its current and future subcontractors and their principals:
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a. are not presently debarred, suspended, proposed for debarment, declared ineligible, or
voluntarily excluded from covered fransactions by any federal or staie depariment or agency;

b have not within a three (3} year period preceding this Contract been convicted of, orhad a
civil judgment rendered against them from commission of fraud, or a criminal offence in
connection with obtaining, aftempting to obtain, or performing a public (federal, state, or locat)
transaction or grant under a public transaction; violation of federal or state anfitrust statutes
or commission of embezzlement, theft, forgery, bribery, falsification, or destruction of records,
making faise statements, or receiving stolen property;

C. are not presently indicted or otherwise criminally or civilly charged by a povernment entity
{federal, state, or local) with commission of any of the offenses detailed in section b. of this
certification; and

d. have not within a three (3) year period preceding this Contract had one or more public
transactions (federal, state, or local) terminated for cause or default.

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

Contractor Commitment to Diversity, The Contractor shall comply with and make reasonable
business effors to exceed the commitment to diversity represented by the Contractor’s proposal
responding to RFP # 31786-00121 (Attachment 6.3, Section B, Item B.15.) and resulting in this
Contract. )

The Contractor shall assist the State in monitoring the Contractor's performance of this commitment
by providing, as requested, a quarterly report of participation in the performance of this Contract by
small business enterprises and businesses owned by mincrities, women, and persons with a
disability. Such reports shall be provided to the state of Tennessee Governor's Office of Business
Diversity Enterprise in form and substance as required by said office.

Breach. A pariy shal be deemed to have breached the Contract if any of the following occurs:

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

— any act prohibited or restricted by the Contract, or

— violation of any warranty.

For purposes of this Contract, these iterns shall hereinafter be referred to as a "Breach.”
a. Contractor Breach— The State shall notify Contractor in writing of a Breach.

(1 In event of a Breach by Contractor, the State shall have available the remedy of
Actual Damages and any other remedy available at law or equity.

(2) Liquidated Damages— In the event of a Breach, the State may assess Liquidated
Damages as outlined in Cantract Attachment B. The State shall notify the Contractor
of amounts to 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 to be uncertain and not easily proven. Contractor hereby
represents and covenants it has carefully reviewed the Liquidated Damages
contained in abova referenced, Attachment B and agree that said amounts represent
a reasonable relationship between the amount and what might reasonakly be
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expested in the event of Breach, and are a reasonable estimate of the damages that
would occur from a Breach. It is hereby agreed between the parties that the
Liquidated Damages represent solely the damages and injuries sustained by the
State in losing the benefit of the bargain with Contractor and do not inciude any injury
or damage sustained by a third party. The Contractor agrees that the liquidated
damage amount is in addition to any amaounts Contractor may owe the State
pursuant te the indamnity 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 Gontract. The State is not obligated to assess
Liquidated Damages before availing itself of any other remedy. The State may
choose to discontinue Liquidated Damages and avail itself of any other remedy
available under this Contraci or at law or equity; provided, however, Contractor shall
receive a credit for said Liquidated Damages previously withheld except In the event
of a Partial Default.

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

Parttal Default— In the event of a Breach, the State may declare a Partial Default. In
which case, the State shall provide the Contractor written notice of: (1) the date
which Contractor shall terminate providing the service assoclated with the Breach;
and (2) the date the State will 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 Contractar.

in the event the State declares a Partial Defauit, the State may withhold, together
with any other damagas asscciated with the Breach, from the amounts due the
Contractor the greater of: (1) amounts which would be paid the Contractor to provide
the defaulted service; or (2) the cost to the State of providing the defaulted service,
whether said service is provided by the State or a third party. To determine the
amount the Contractor is being paid for any particular service, the Department shall
be entilled to recaive within five (5) days any requested material from Contractor. The
State shall make the fing! and binding determination of said amount.

The State may assess Liquidated Damages against the Contractor for any failure to
perform which ultimately resuits in a Partial Default with said Liguidated Damages to
cease when said Partial Default is effective. Upon Partial Default, the Contractor
shall have no right to recover from the State any actual, general, special, incidental,
consequential, or any other damages whatsoever of any description or amount.
Cﬁntraclor agrees to cooperate fully with the State in the event a Partial Default is
taken.

Contract Termination— In the event of a Breach, the State may terminate the
Contract immediately or in stages. The Contractor shall be notified of the termination
in writing by the State. Said notice shall hereinafter be referred to as Termination
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 which may be due Contractor without waiver of any
other remedy or damages available to the State at law or at equity.  The Confractor
shall be liable to the State for any and all damages incurred by the State and any and
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E.18.

E.A7.

E.18.

E.19.

alt expenses incuired by the State which exceed the amount the State wouid have
paid Contractor under this Contract. Contractor agrees to cooperate with the State in
the event of a Contract Termination or Partial Takeover.

(8) Opportunity to Cure — In the event of Contractor Breach as referanced above in
Sections (3) and (4) the State may provide the Confractor the opportunity to cure as
referenced in Contract Section D.4. The Contractor must present the State with a
written request detailing the efforts it will take to resclve the problem and the time
petiod for such resolution. This apportunity to "cure" shall not apply to circumstances
in which the Contractor intentionally withholds its sarvices or otherwise refuses to
perform. The State will not consider a request to cure contract performance where
there have been repeated problems with respect to identical or similar issues, or if a
cure period would cause a delay that would impair the effectiveness of State
operations. In circumstances where an opportunity to cure is not available,
termination will be effective immediately.

b, State Breach— In the event of a Breach of Contract by the State, the Contractor shall notify
the State in writing within 30 days of any Breach of Contract by the State. Said notice shall
contain & description of the Breach, Failure by the Contractor to provide said written notice
shall operate as an absolute waiver by the Contractor of the State's Breach. In no event
shall any Breach on the part of the State excuse the Contractor from full performance under
this Contract. In the event of Breach by the State, the Contractor may avail itself of any
ramedy at law in the forum with appropriate jurisdiction; provided, however, failure by the
Contractor to give the State written notice and opportunity to cure as described hersin
operates as a waiver of the State's Breach. Failure by the Contractor to file a claim before
the appropriate forum in Tennassee with jurisdiction fo hear such claim within ene (1) year of
the written notice of Breach shall operate as a walver of said claim in its entirety. 1t is agreed
by the parties this provisicn establishes a contractual period of limitations for any claim
brought by the Contractor.

Negligent, Reckless, or Willful Acts of Omission.

The Comtractor shall have responsibility for overpayments resulting from the negligent, reckless, or
witlful acts or omissions of the Contractor, s officers, agents or employees, regardless of whether or
not such overpayments can be recoverad by the Contractor. The Contractor shalt repay the State the
amount of any such overpayment within thirty (30) calendar days of discovery of the overpayment.
Overpayments due fo provider fraud or fraud of any other type, other than fraud by employees of
agents of the Contractor, will not be considered overpayments for purposes of this Section. The
Contractor shall assist in identifying fraud and make reasonable efforts, in consultation with the State,
to recover overpayments due to fraud,

_ : istration, The Contractor shell be registered with the
Deparlmant of Revenua for tha coltectlon of Tennessee sales and use tax. This registration
requirement is a material requirement of this Contract.

ti The State agrees to protect, to the fullest extent permitted
by state law, the confidentiality of information expressly identified by the Contracter as confidential
and proprietary, including information that would allow a person to obtain unauthorized access to
confidential information or to electronic information processing systems owned by of licensed to the
State to the extent permitted by the Tennessee Public Records Act,

Limitation of Liability. The parties agree that the Contractor's liability under this Contract shall be
limited to an amount equal to two {2) times the Maximum Liability amount detailed in section C.1. and
as may be amended, PROVIDED THAT in no event shall this section limit the liability of tha
Contractor for intentional torts, criminal acts, or fraudulent conduct.
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CONTRACT
ATTACHMENT A

ATTESTATION RE PERSONNEL USED IN CONTRACT PERFORMANCE

SUBJECT CONTRACT NUMBER: 43652

CONTRACTOR LEGAL ENTITY NAME: CaremarkPC8 Health, L.L.C.

FEDERAL EMPLOYER IDENTIFICATION NUMBER.:

(or Social Security Number) 75-2882129

The Contractor, identified above, does hereby attest, certify, warrant, and assure that
the Contractor shall not knowingly utitize 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.

Ar

4N .

—Wep
"5:!._.\,
o

".'{..r: . E (',:“‘;‘I, = 4

CONTRACTOR SIGNATURE /

NOTICE: This attestation MUST be signed by an indivitual empowered fo conlraciuatly bind the Contractor. if said individeal is not the
chief exacutive or president, this document shalt attach evidence showing the indivicual's authority to contractually bind the Contractor

rs . * . AR
PRy A & Lo il ol

-
- -

PRINTED NAME AND TITLE OF SIGNATORY

//m’ /:‘ v

DATE OF ATTESTATION
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CONTRACT
ATTACHMENT B

LIQUIDATED DAMAGES

The Contractor shall pay to the State the indicated total doflar assessment upan notification by the State that

ah amount is due, through the term of the contract.

All performance guarantees will be measured on a Plan-specific basis rather than the Contractor's book of
business (BOB).

1, Program Go-Live Date
Guarantee The pharmacy benefit for the Public Sector Plans shall take effect (i.e. *go-live”)
and be fully operational on the go-live date specified in Contract Section A.31.
Operational is defined as the ability to accurately enroll members, accept and
process POS claims, accept and process mail order prescriptions, and provide
all other PBM services outlined in the contract.

Assessment beyond the target date

that the program is not operational.

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

date.
2.  Implementation Plan
Guaramntee The Contractor shall provide a project implementation plan, as required in

Contract Section A.3, to the State no later than thirty (30} days after contract
start date, which includes all tasks with defiverable dates necessary to install

the program by the go-live date.
Assessment for each day beyond the deadline that the plan is
net provided to the State,

Measurement | Measured, reported, and reconciled no later than three months after go-five of
the new pharmacy benefit.

3. QOperational Readiness
Guaraniee The Contractor shall resolve all findings identified by the State during its

operational readiness review, as required in Contract Section A.3.9, priar to go-

live date.

Assessment —ithe standard is not met.
Measurement | Measured and reported no later than three (3) months after go-live date.

4, Plan Design
Guarantee Plan design as required in the Plan Documert will be implemented correctly, as

required in Contract Section A.3.9.
Assessment if the standard is not met,
Measurement | Measured and reported no later than six (6) months after go-live date.

bt o

§. Eligibitity Set-Up

Guarantee As required in Contract Section A.17.¢, eligibility information will be loaded,
tested, verified and available ontine for use no kater than thirty (30) days prior to
the go-live date specified in Contract Section A.30.

Assessment for each day beyond the date specified in
Contract Ssction A.31.
Measurement | Measured, reportad, and reconclied na later than three (3) months after go-live
date.
6. Implementation Satisfaction
Guarantee The Contractor’s overall rating on the implementation performance assessment

completed by the State, as required in Contract Section A.3.1, will be noted as
met or exceeded expectations or the equivalent of the same measure on any
other scale ysed.
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Assessment

Measurement

if the standard is not met.
Measured, reported, and reconciled no later than three (3) months after go-live
date.

7. Key Staff Vacancias

Guarantee As required in Coniract Section A.4.X, if any key positions becoms vacant, the
Contractor shall employ an adequate replacement within sixty (60) days of the
vacancy unless the State grants an exceplion to this reguirement,

Assessment for ach week beyond sixty (60) days that the

vacancy is not filfed

Measurement | Measured, reported, and reconciled annually.

8. Staff Availability
Guarantee As required in Contract Section A.4.b, the Account Team shall be available for

consultation with the State during the hours of 8:00 a.m. to 4:30 p.m. Central

Standard Time, Monday through Friday.

Assessment
Measurement | Measured, reported, and reconciled annually.
9. POS System Avallability

Guarantee POS system, used by contracted pharmacies to process pharmacy claims, as
required in Contract Section A.5.1, shall be accessible and cperational ninety-

nine ﬁim five ﬁercant ies.s%ﬁ of the time,
Assessment for each quarter the percentage falls below

ninety-seven percent ($7%).

Measurament | Measured and reported quarerly. reconciled annually.

10. POS Systemn Pracessing

Guaranteo As required in Contract Section A.5.d, the Contractor shalt process ninety-nine
and a half percent (89.5%) of POS claims on a daily basis within five (5)
seconds. 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 afl proceduras required to complete claim
adjudication. For this calculation the number of claims processed within five (5)
seconds during each twenty-four (24) hour pericd shalt be the numerator and
the number of claims processed during each twenty-four (24} hour period shall
be the denominator. The Contractor's measure shall reflect the time required for

all procedures required to complete claim adjudication.
Assessment ﬁor each quarter the percentage falls below
']

Measurement | Measured and reported gquarterly; reconciled annually.

11. Claims Processing Accuracy
Guarantee Claims processing accuracy, as required in Contract Section A.5.k, shall be

nineti-eiiht iercant iae%l of hliher.
Assessment for each guarter the percentage fails below

ninety-eight percent (98%),

Quarterly internal audit performed by the carrier on a statistically valid sample.
Measured and reported quarterly, reconciled annually.

Measurement

12. Clalms Payment Accuracy
Guarantee Claims payment accuracy, as required in Contract Section A.6.e, shall be

ninety-eight percent (98%) or higher.
Assessment for each quarter the percentage falls below
ninety-eight percent .

Measurement | Quarterly internal audit performed by the carrier on a statistically valid sample.
Measured and reported quarterly; reconciled annually.

13. Claims Payment Turnaround

Guarantee As required in Contract Section A.6.h, 100% of direct reimbursement "clean”
claims (both electronically through POS means or through member submitied
paper claims) will be paid within the lesser of 30 days or the contracted
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turnaround time with the pharmacy.

Assessment Non-Investigated Claims {clean): for each '

guarter the percentage falls below the reguired minimum standard of ninety-five

percent (85%) within ten (10) days. Quarterly Guarantee,
Al Claims: for each quarter the
percentage falls below the required minimum standard of one hundred percent

(100%) within thirty (30) days.

Measurement | Quarterly internal audit performed by the carrier on a statistically valid sample.
Measured and reported quarterly; reconciled annually.

14. Pharmacy Pricing
Guarantee One hundred percent (100%) of participating pharmacies will adhere to “lowest

of" pricing, as required in Contract Section A.14.7,
Assessment “ for each quarter the percentage falls
befow one hundred percent (100%)

Measurement Measured and reported quarterly; reconciled annually.
15. Guaranteed Minimum Discounts & Dispensing Fees

Guarantee As required in Contract Section C.3.n. the Contractor shall individually measure
the guaranteed minimum average discounts and fees for the retail network, mail
pharmacy program, specialty network, and 90-day-at retail pharmacy network
and gpecific brand discounts, generic discounts and dispensing fee components
of each contract guarantee. Over performance in one network area shall not
offset under performance in other network areas,

Assessment Difference between the guaranteed minimum discount and the actual discount,

Measurement | Measured and reported within ninety (80) days foliowing each quarter,
reconciled annually during the first quarter.

18. Network Access

Guaramniee As required in Contract Section A.7.2.1, the Contractor shall maintain under
contract a network of pharmacy providers to provide the covered services such
that in urban areas, at least ninety percent (80%) of Public Sector Plan
members, oh average, live within one and one-half (1.5) miles of a retall
pharmacy participating in the Contractor's network; in suburban areas, at least
ninety percent (30%) of Public Sector Plan members, on average, live within
three (3) mites of a retall pharmacy participating in the Contractor's network;
and in rural areas, at least ninety percent {90%) of Public Sector Plan members,
on average, live within ten (10) miles of a retail pharmacy paricipating in the
Confractor's network. Exceptions shall be justified, documented, and approved

by the State.
Assessment m if ANY of the abova listed standards is not met,
either individually or in combination,

Measurement | Measured annually by the GeoNetworks® report provided by the Contractor.
17, Formulary implementation

Guarantes As required in Contract Section A.8.¢, the Contractor's normal formulary will be
implemented within five {5) working days after receipt of the State's written
approval. Customized formularies will be implemented within ten (10) working

days after receipt of the State's formal request. |
Assessment each time the standard is not met [INBINSE = |
Measurement | Measured, reported and reconciled annually.

18. Formulary Changes
Guarantee As required in Contract Section A.8.¢, changes to the formulary, Step Therapy
or PA requirements shall be implemented within fiteen (16) days of the State’s
approval or request. Changes shall include modifications to the POS system
and all supporting systems and documents. Such changes to tha program shall
require pharmacy provider and affected plan member notification at least thirty
{30} days prior to the implementation, uniess the Contractor and State mutuaily
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agree o a shorer notification fime.
Assessment ach time the standard is not met.-_

Measurement | Maasured, reported, and reconciled annually,

18. Generic UtiHzation

Guaranieeg As raquired in Contract Section A.11.e, the Gontractor shall maintain a generic
dispensing rate (GDR) annually during the term of this contract at a level of
80.0% or higher The calculation used to determine this rate shall he: Number of

eneric scripts / the sum of all generic and brand scripts.
Assessment r retail prescriptions andhfor mail prescriptions
e shorifall will be calculated as the guaranteed fill rate for the year minus the
actual filt rate for the year, separately for mail and retail,
The calculation will be as follows:
Total Paid Rxs for the year * {(guaranteed fill rate minus the actual fill rate) *
penalty amount,

Measurement | Measured, reported and reconciled annually.

20. Generic Substitution
Guaranteo As required in Contract Section A.8.i.1, ninety-five percent (95%) or more of
mail order prescriptions and ninety percent (80%) or more of retail prescriptions

for multi-source drugs will be dispensed with a generic product.
Assessment Mfsr each year the standard is not met.
Measurement easured, reported and reconciled annually.

21. PA Evaluation

Guarantee As required in Contract Section A,11.h.4, the Contractor's call center staff shall
evaluzate ninety-nine percent {39%) of PA requests within twenty-four (24)
hours.

Assessment _ for each quarter that the standard is not met.
Measurement Measured and reported quarterly; reconciled annually.

22. Eligibility Posting

Guarantes Ninety-eight percent (98%) of electronicatly transmitted enroliment updates
shall be posted within one {1) business day after raceipt in specified format and
one hundred percent (100%) posted within three (3) business days, as required
in Contract Section A.18.2.3,

per day for the first 1% and second 2™
working days out of compliance; per working day

Assessment

Measurement weekly: reconciled annually.

23. Eligibility Discrepancies

Guarantee Resoive all discrepancies (any difference of values between the State's
database and the Contractor's database) identified by the processing of the
enroliment file within five (5) business days of receipt of the file from the State,

as required in Contract Section A,18.a.4.
fssossmont | IERENSNERN - i, for The st () and s8c0nd (2

working days out of compliance; per working day
thereafte

Measurement | Measured and reported quarterly; reconciled annually.

24. Group Additions
Guarantee New groups will be added to ail systems within three (3) business days of

receipt of necessary decurnents as required in Contract Section A, 18.b.
Assessment for each instance that the standard is not met,

Measurement_ | Measured and reported quarterly; reconciled annually.

25. Enroliment Data Match
Guaraniee The Conlractor shall submit an Enhroliment Data Malch, not {o exceed four (4)
times annually, in an agreed upon format, within fourteen (14) calendar days of
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the raquest from the State, as required in Contract Section A.18.c.
Assessment for each instance that the standard is not met,
Measurement | Measured, raported, and reconciled annually.

26. Enroliment Data Match Discrepancies

Guarantee The Contractor shall resolve the discrepancies identified in the Enrcliment Data
Match, within the specified timeframe(s) as required in Contract Section
A.18.c.1.
Assessment for each instance that the standard is not met,
|__Measurement | Measured, reported, and reconciled annually.

27. Claims Rata Quality

Guarantee As measured by the State's Claims Data Management vendor (currently Truven
Health Analytics), the Contractor's data submission to said vendor shall meet
the following Data Quality measures as required in Contract Section A.18.9.

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

Assessment _ if ANY of the above listed standards is not met,
either individually or in combination. Quarterly Guaraniee.

Measurement | Measured and reported by the State’s Claims Data Management vendor
quarierly; reconciled annually.
28, Claims Data Submission

Guarantee The Contractor shall submit claims data to the State's data management vendor
no later than fifteen {15} days following the end of each calendar month, or
more frequently as mutually agreed {o by both parties, as required in Contract
Section A.18.d.1-7

Assessment ﬁper day for the first (1™} and second (27)
WOFKING days out of compuance; per working day
thereafter.

Measurement | Measured, reported and reconclisd quartarly.

29. Data Transmission to Third Party Venders
Guarantee Unless otherwise directed by the State, the Coniractor shall provide daily data
feeds of pharmacy claims to the State's third party contractors during the term
of the contract and following the term of this contract untif all claims incurred
during the term of this contract have been paid, as required in Contract Section
A18.h.

for each day the standard is not met. [ EEINS |

Measurement Measured and reported monthly, reconcited annually
30. Appeal Decisions
Guarantee Ninety-five percent (85%) of pre-service appeals shall be decided within thirty
(30) days and ninety-five percent (96%) of post-service appeals within sixty (60)
days, as required in Contract Section A.23.c.

Assessment

Assessment for each instance that the standard is not met.
Measurement | Measured, reported, and reconciled annually,
31, Customer Service
Guarantee The Contractor's toll-free customer service lines for mernbers and pharmacy
providers shall be open and staffad with trained staff at least two (2) weeks prior
to go-live, as required in Contract Section A 24.a,
Assessment far each day the standard is not met.
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Measurement | Measured, reported, and reconciled no later than three (3) months after go-live.

32. Telephone Coverage

Guarantee The Contractor shall pravide uninterrupted telephons coverage for fwenty-four
{24} hours a dayfseven (7) days a week for claims, systems and customer
service and pharmacy pravider inguiries, as required in Contract Section
A.24.a. Excluded from this are contracied-planned down times or instances

bevond contractor's control (e.q. weather).
Assessment for each quarter the standard is not met.

Measurement | Measured and reported quarterly, reconciled annually.

33. Average Speed of Answer (ASA)
Guarantee The Contractor shall maintain an ASA of 30 seconds and callers may not be
placed on hold after the call is answered, as requtired in Contract Section

A.24 h.

Assessment

each quarter the standard is not met.
Measurement ased on Contractor's internal telephone support system reports. Measured
and reported quarterly; reconciled annually.

34._First Cail Resolution

Guarantee The Contractor shall maintain a first call resolution rate of 82% or greater.
Assessment meach quarter the standard is nof met.
Measurement easured and reported quarterty; reconciled annually.

35, Open Inguiry Closure
Guarantee The Contractor shal! close 95% of all open call issues within five (5) business

days.

Agsessment each quarier the standard is hof met.

Measurement Measured and reported quaretly; reconciled annually.
36. Written Inquiries
Guarantee As required in Contract Section A.24.w, ninety-five percent (85%) of written
inquiries (mail and e-mail) will be responded to within five (5) business days and

Assassment

one hundred percent {100%) wilt be responded to within ten (10) business days,
if the standard is not met. Annual guarantee.
sasurad, reporied and reconciled annually.

Measurement
37. Member Communications
Guarantee Al materials, including but not limited to: 1D cards and letters, praduced by the
Caniractor shall be provided to the State for review anid approval at least
fourteen {14) days prior o planned printing, assembly, andfor distribution, as
required in Contract Section A.28.h,
Assessment for each instance that the standard is not met.

Measurement | The State will notify the Contractor of any such occurrence. Any amounts due
for the Contractor's noncompliance with this pre-approval provision shall be
_ paid annually upon request by the State.
38. Distribution of Member Handbook Information

Guarantee On an annual basis, at least two months prior to the State's open enroliment
period, the Contractor shall provide to the State, in electronic format,
informa;ion regarding the pharmacy benefit, as required in Contract Section
A25.n.3.
Assessment If the aforementioned information is not distributed to the State as required,

then the total assessment shall b%par year in
which the standard is not met.
Measurement | Measured, reported, and reconciled annually.

39, Initial Member I Card/Welcome Packet Distribution

Guarantee Ninety-five percent (95%) of welcome packets containing 1.D. cards will be
produced and mailed no later than twenty-one (21} days prior to go-live date, as

required in Confract Section A.23.n4.
Assosement _ s Sirdard B o el
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Measurement

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

40, Distribution of

Ongoing Member 1D Card/Welcome Pacgket

Guarantge Ninety-five percent (95%) of walcome packets shall be produced and mailed
within ten (10} days of receipt of complete and accurate eligibifity information,
as reguired in Contract Section A.23.n.2.

Assessment _ per year in which the standard s not met.
Measurement | Measured, reported, and reconciled annually.
41, Website

Guarantee The Contractor's Public Sector Plan website shall be available on the internet
and fully operational, with the exception of member data/Protected Health
Information one (1) week prior to the commencement of claims processing, as
required in Contract Section A.26.a,

Assessment hpar day that the standard is not met.
Measurement | Measured, reporled, and reconciled no later than three (3) months after go-live.

42. Member Satisfaction Survey

Guarantee The level of overall customer satisfaction, as measured annually by the State
approved Member Satisfaction survey(s) required in Contract Section A.28, will
be equal to or greater than eighty-five percent (85%) in the first year of the
Confract, and ninety percent (90%) in all subsequent year(s) within the contract

Assessment for each year that the standard is not met,
Measurement Measured, reported, and reconciled annually.
43. URAC Accreditation

Guarantee As required in Contract Seclion A.2.d, the Contractor shall possess and
maintain full Pharmacy Benefit Management accreditation status with URAC
during the entire term of this contract.

Assessment _Tthe standard is not maintained.
Measurement Measured, reported. and reconciled annually,
44. Repeorting
Guarantee The Contractor shall distribute to the State ail reporis required in Contract
Seaclions A.1 through A.31 within the time frame specifled in the Contract,
Assassment mw each tegort oot delvered o fhe State il
Stime Tame spectiea nthe contracth
Measurement | Measured, reported, and reconclled an .
45. Audit Recovery

Guarantoe As required in Contract Section A.29.1, any amount due the State which is not
paid by the Contractor within (30) days of the Contractor's receipt of the final
audit report shall be subject to a compounding interest penalty of one percent
(1%) per month.

Assessment | Compounding interest penaity of | iINSINSINSRIR0er month for each month
payment is not received.
Measurement | Measured, reported, and reconciled after each occurrence.
48, Privacy and Security of Protected Health Information
Guarantee In accordance with Contract Seciion E.7., the Contractor shall not violate the
Privacy and Security Rules (45 CFR Parts 160 and 164) promulgated by the
United States Department of Health and Human Setvices pursuant to the
Heaith Insurance Portability and Accountability Act of 1986 (HIPAA), Public Law
104-181 as amended by Public Law 111-5, Division A, Title Xill (the HITECH
Act).
Assessment
for the second viplation an or
the third and any additional violsiions with a maximum cap at one hundred
*nnuauy‘ The assessment will be imposed on a
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per incident basis meaning regardiess of how many members are impacted and
the assessment will be levied on the graduated basis detailed above.

|1 the event Contractor is responsibla for Federal Penalties reiated to a
Privacy or HIPAA violation, the State may, at their discretion waive any
Liquidated Damages due the State in association with the same violation. "™

Measurement

Measured, reported, and reconcilad sfter each occurrence.
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Substring last 4

[N4_03] Standard 834 Pestal Code characters - See note
below™
IN4_02] Standard 834 State See note below™
fN4_04] Standard 834 NULL () will Defauit to US
[DMG_08) Standard 834 Race or Ethnicity Code
No dashes, numbers
[PER_04] Standard 834 Communication Number only
No dashes, numbers
[PER_06] Standard 834 Communication Number only
No dashes, numbers
[PER_08] Standard 834 Communication Number only
Standard 834 NULL ()
Standard 834 : NULL (}
(LUL_02] Standard 834 Language Code
| 348 - Health Coverage Begin
[DTP_348_03] Standard 834 '

‘ Date

349 - Health Coverage End

348 loop will only be
present when end date
exists. Otherwise,

[DTP_348_03] Standard 834 : _
. Date eligibility Is open-
ended(default
]| 12/31/9999)
[HD_08] Standard 834 Benefit Plan
{INS_08] Standard 834 Employment Status Code
Standard 834 NULL () N/A
Standard 834 NULL () N/A
Standard 834 NULL NIA
Standard 834 NULL () N/A
Standard 834 NULL () | N/A
Standard 834 NULL {} NIA
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CONTRACT ATTACHMENTE_ (7

REPORTING REQUIREMENTS

As required by this Contract, the Contractor shall submit reports to the State. Reporis shall be
submitted electronically, in the format approved by the State, and shall be of the type and at the
frequency indicated below. The State reserves the right to modify reporting requirements as
deemed necessary to monitor contract implementation, The State will provide the Contractor
with at least sixty (80) days’ notice prior fo implementation of a report modification.

Unless otherwise directed by the State, the Contractor shall submit reports as follows:

1‘
2.

8.
9.

Manthly reports shall be submitted by the 15" of the following month;
Quarterly reports shall be submitted by the 20" of the following month; and

Annual reports shall be submitted within ninety (90) days after the end of the calendar
year.

Reports shall include, at a minimum (not an all-inclusive list; refer to contract for all
specifics):

. Account Team Satisfaction Survey, submitted annually in January.

Business Continuity/Disaster Recovery results, December 1, 2014 and an nually
thereafter

GeoNetworks Report, submitted annually in January.

Quarterly Network Changes Report, submitted within five (5) working days of the end
of each calendar guarter after go-live.

Formulary Compliance Report, submitted quarterly after go-live

Therapeutic substitution and generic dispensing program report, submitted
annually in January.

Prior Authorization (PA) reporting, submitted quarterly after go-tive
Rebate and Administrative Fee reporting, submitted quarterly after go-live

Rebate Annual Reconciliation, submitted during the first quarter of each calendar year.

10. Financial Reporting, quarterly at the end of each calendar quarter and annually during

the first calendar quarter showing contractor's financial targets (e.g. AWP minus %,
dispensing fees, etc.) and outcomes.

11. Operational/Performance Reporting, monthly within 15 days of the end of the previous

month.

12. Compliance Report {aka report card), submitted each calendar quarter showing for

the previous guarter the contractor's outcome for each of the measurem ents in the
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CONTRACT ATTACHMENTE _ £77

Liquidated Damages section of this contract, as well as any payment amount due for
that quarter (if applicabie).

13. Hebate Payments report, submitted at least 60 days following the end of each calendar
guarter after go-live.

14, SSAE 16 / SOC-1 report, submitted within thirty (30) days of the contract start date,
annually thereafter, and in addition o periodic bridge reports as requ ssted by the state
or State Audit.

15. Pass Through Pricing Report, submitted quarterly after go-live as referenced in
Contract Section A.6.c.

16. Other Reponts, as specified in this Contract and using templates prior approved in
writing by the State.

17. Adherence Report, submitted quarterly (or monthly, if requested by the State) to the
state’s Weliness contractor. Adherence Report will contain, at a minimum, the member’s
Edison 1D number, first and last name, date of birth, adherence condition (e.g. high
blood pressure), and their medication possession ratio (MPR) in two time periods to aid
the wellness contractor in determining which members are adherent and which are
not. This adherence report will be for at least one drug class chosen by the state, or
more classes as needed and requested by the State.
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STATE OF TENNESSEE
DEPARTMENT OF FINANCE AND ADMINISTRATION
BENEFITS ADMINISTRATION
312 Rosa L. Parke Avenue
Sulte 1900 Willlam R. Snodgraes Tennessee Tower
Nashvllle, Tenneseep 37243

Lacry B. Martin Phone (815} 7414517 or (868) 576-0029 Laurie Lo
COMMISSIONER FAX {615) 2563-8556 EXECUTIVE DIRECTOR
STATE OF TENNESSEE

DAILY FILE TRANSMISSION STATISTICS

Vendor: Date:

Person completing this form:

Date File received from State:

Number of Records Received:

Date File processed by Vendor;

Number of Errors :

Date Errors Resolved:

Comments:
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