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CONTRACTUAL AGREEMENT
FOR PHARMACY BENEFIT MANAGEMENT SERVICES

The Employees Retirement System of Texas (“ERS™ or “retirement systent”) is a constitutional trust fund
established as mandated by Article XVI, Section 67, Texas Constitution, and further organized pursuant to
Subtitle B, Title 8, Texas Government Code, as well as 34 Texas Administrative Code, Sections 61.1 et seq.
ERS administers retirement and employment-related benefits, including insurance benefits, for several
classes of public servants, including elected officials, appointed public officers, public employees and their
dependents. The Board of Trustees for ERS (the “Board) is the trustee for trust funds maintained and
administered by the retirement system.

On December 15, 2015, ERS issued a Request for Proposal to Provide Pharmacy Benefit Management
Services for the HealthSelect*™ Prescription Drug Program and/or Pharmacy Benefit Management Services
for a Medicare Part D Employer Group Waiver Plan (“EGWP”) under the Texas Employees Group Benefits
Program (the “RFP”). The RFP seeks proposals from qualified pharmacy benefit managers to provide
pharmacy benefit management services for the prescription drug program provided to Participants (as
defined in Section 13.3) under HealthSelect™ of Texas(“HealthSelecr”), a self-funded, managed care,
point-of-service health plan available under the Texas Employees Group Benefits Program (the “GBP”), for
the six-year period, January 1, 2017 through December 31, 2022 (unless earlier terminated or further
extended as provided herein), which is attached hereto as Exhibit “A” and is incorporated herein for all
purposes as if restated in full.

United Healthcare Services, Inc. (“PBM") submitted a proposal (the “Proposal’) in response to the RFP
seeking to provide those services, coverages, benefits and/or products for or on behalf of ERS and the GBP as
described in the RFP (the “Services™) for the EGWP Prescription Drug Program (“PDP” or the “Plan”). The
Proposal shall remain on file with ERS and is attached hereto as Exhibit “B” and is incorporated herein by
reference for all purposes as if restated in full, except to the extent it conflicts or is inconsistent with this
Contractual Agreement (the “Contract,” as more fully defined in Article 31 herein) or the RFP, and ERS has
not accepted such conflicting terms or inconsistent provisions in accordance with the clarifications
referenced and defined below.

As used herein, PBM shall mean and necessarily include United Healthcare Services, Inc., the business entity
selected by ERS to provide the Services pursuant to the Contract, and also includes PBM’s Agents (as
defined below) involved in performing, delivering or providing any representations, warranties, services,
coverages, equipment, or products relating to the Contract or the Services. The term “Agent” shall mean
affiliates, subsidiaries, joint venturers, representatives, officers, directors, principals, partners, employees,
agents, assigns, any subcontractors and independent contractors, and any person or entity who has
undertaken to advise, consult or communicate with Public Servants (as defined in Section 15.2(a)(4)) on
behalf of or to the benefit of PBM or PBM’ Agents (whether or not PBM or PBM’s Agents sought the
benefit). References hereafter in the Contract listing Agent, Agents and/or any of the above specific entities,
in addition to PBM, are for emphasis only and are not intended to limit the scope of the foregoing definition
of PBM,

Prior to its selection by ERS, in addition to PBM submitting its Proposal and Clarifications, if any, PBM
participated in extensive interviews and meetings with and made representations to ERS’ staff and
representatives regarding its ability to provide the Services to aid ERS in determining which entity seeking to
provide the Services for ERS would be most capable  delivering the Services at the best value to ERS
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(“RFP/Proposal Process”). To the extent that Clarifications are made a part of this Contract, they are
attached hereto and incorporated herein as Exhibit “C.”

For and in consideration of the mutual promises, covenants, and consideration herein expressed, the receipt
and sufficiency of which is hereby acknowledged, the Contract is entered into by and between PBM and ERS
to be effective as of the date set forth herein.

ermination
The Contract and all aspects of the Contract will be for a term beginning as of the date executed by an
authorized representative of ERS as set forth on the signature page hereto (“Effective Date”) and extending
through December 31, 2022 (the “Contract Term”) unless terminated as provided herein or further extended
or renewed by written agreement of the parties. ERS and PBM agree and acknowledge that the Services to be
provided under the Contract are anticipated to be transacted primarily between January 1, 2017 and
December 31, 2022 (collectively, the “Service Period”).

Notwithstanding the immediately preceding paragraph, ERS and PBM agree and acknowledge that there are
duties and obligations specified by the Contract to be performed prior to, during and following the Service
Period, and the parties each agree to perform all such duties and obligations, and all damages provisions and
any applicable performance guarantee (“Performance Guarantees”) provisions included herein shall
thereby be in effect during the Service Period. All contractual provisions related to PBM’s obligations that
extend beyond the Service Period shall survive the termination or expiration of the Contract. In the event any
dispute arises in connection with any aspect of the Contract, PBM and ERS each agree to continue to perform
their obligations consistent with the undisputed terms of the Contract until the dispute is resolved and until
termination of the Contract in accordance with the terms of the Contract.

PBM agrees to act as a fiduciary in good faith, with candor and due diligence in connection with the
performance of the Contract and any negotiations related thereto.

The Contract may be renewed or extended, in ERS’ sole discretion, for additional periods upon terms and
conditions to be agreed upon by the parties in writing and to be executed by authorized representatives of the
parties, subject to good faith negotiations of the parties concerning terms, fees and Services required.

Termination

(a) For Cause. Without limiting any other rights or remedies that ERS may have at law, equity or under
contract, ERS shall have the right to terminate the Contract immediately in the event PBM, in ERS’
sole opinion, fails or refuses to perform, is negligent in performing, is unable to perform or it
reasonably appears that PBM will not perform any of its duties or obligations, in whole or in part, as
provided by the Contract; or

(b) Without Cause. In addition to and without restricting or waiving any other legal, contractual or
equitable remedies otherwise available to ERS, ERS may terminate the Contract without cause by
giving PBM ninety (90) days written notice;

(©) . The parties agree that they may also terminate the Contract upon the mutual
written agreement of their duly authorized representatives; or

(d) Funding Out. ERS may terminate the Contract, either in whole or in part, without cause, if funds for
the Contract are not approved by the Board of Trustees of the Employees Retirement System of
Texas.

In the event that PBM fails or refuses to perform or is negligent in performing any of its duties or obligations
as required by the Contract, or fails or refuses to perform consistent with PBM’s statements, promises, and
commitments made during the RFP/Proposal Process and in the Contract, then ERS, without limiting any
other rights or remedies it may have by law, equity or under the Contract, will have the right to impose and
collect liquidated damages as provided herein, to invoke any Performance Guarantees when applicable, to
institute an action for actual damages and/or injunctive relief and/or to terminate the Contract immediately.
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ERS’ termination of the Contract with or without cause shall not limit or waive any remedies ERS may have
for PBM’s breach of its past, present or future duties and obligations created by the Contract or otherwise
required by applicable law.

Amendments. The Contract may be altered, extended, modified or amended only by written agreement
properly executed by the duly authorized representatives of ERS and PBM.

This entire Article shall survive any termination, expiration, renewal, extension or amendment of the
Contract.

Article 3. Definitions

3.1

4.1

Unless provided otherwise herein, the terms used in this Contract shall be as defined in the RFP, the Act, the
Rules or the Evidence of Coverage (“EQC”). In the event of a conflict, the definition of a term in the Act or
in the Rules shall control. Where appropriate to the context, the definition of a term in the singular also
applies to the use of the term in the plural. The following definitions are in addition to terms that may be
defined elsewhere in the Contract.

(a) “Acf> means the Texas Employees Group Benefits Act, Texas Insurance Code, Chapter 1551, as
amended, and its predecessor and successor statutes.

(b) “Equipment’ means computer systems and equipment including hardware, software, firmware,
electronic components and computer-related products that are in any way utilized or relied upon by
PBM to perform, deliver or provide Services, coverages, benefits, Equipment, supplies or products
to ot on behalf of ERS, the GBP, HealthSelect and its Participants. Equipment also means durable
medical equipment and other medical devices as defined and covered, to the extent applicable, in the
EOC.

©) “Evidence of Coverage” or “EOC” means the document that describes the benefits, coverages and
provisions of the HealthSelect Plan and any amendments or changes thereto, in addition to those
described in this Contract. For the purposes of this Contract, the term EOC will encompass all
supplemental or amended and restated benefit plan documents relating to HealthSelect and the
Prescription Drug Plan.

(d) “Network” means a group of Providers, including independent pharmacies or chains of pharmacies,
whether at retail or mail, or other Providers, that has been established and credentialed by the PBM
and approved to provide prescription drug Services, benefits, coverages, Equipment, supplies and
products for HealthSelect Participants. For purposes of this Contract, Network also includes the
mail service prescription drug facility(ies) used by PBM to perform any Services under the
Contract.

(e) “Provider” means any facility, entity or person with whom contracts have been established by the
PBM to perform, provide or deliver prescription drug services, benefits, Equipment, supplies or
products to Participants, including those Providers who are a part of the Network.

® “Rules” means the administrative rules and regulations adopted by the ERS Board of Trustees
pursuant to law and contained in Title 34, Texas Administrative Code, Part 1V, which are
incorporated herein by reference for all purposes as if restated in full.

Administrative Fees and Compensation

(a) PBM’s administrative fees, if any, and the compensation and/or reimbursement schedule that PBM
will in any way receive for or in connection with the Services, coverages, benefits, Equipment,
supplies and products that PBM is required to perform, deliver or provide in connection with,
arising out of or related to its performance of this Contract shall be only those specifically agreed to
and accepted by ERS and that are reflected in the Fee Schedule attached hereto and fully
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incorporated herein as Exhibit “D.” (“Fee Schedule”)

PBM warrants and represents that the PBM Fee Schedule is effective for the Contract Term, and
such rates shall remain unchanged for the Contract Term unless changed by the mutual written
agreement of the parties, or as required by law, or as ERS may require from time-to-time based on
more favorable pricing and/or Contract terms that may be available to ERS pursuant to the terms of
the Contract and that ERS may request in the best interest of ERS, the GBP, its Participants, and the
state of Texas. To this end, PBM shall act in utmost good faith to execute any Contract amendments
necessary to reflect such mutually agreed upon modifications to the Contract.

Notwithstanding the foregoing, the parties acknowledge and agree that the pricing terms in the
Contract are based on the Plan design and program specifications set forth in the RFP. ERS must
approve in writing any material modification of the Plan design or program specifications prior to
any implementation thereof. If such modifications, including, but not limited to, modifications to the
formulary, as that term is defined in Article 4.1(h)(i) herein, are material and are initiated or
approved by ERS, ERS shall notify PBM of the required modifications, and PBM and ERS
understand and agree that such material Plan modifications may result in a corresponding increase
or decrease in PBM’s Fee Schedule as reasonably necessary to reflect such material modification of
the Plan design or specifications. Any Plan changes or program specification modifications that are
not considered material shall be communicated to PBM and implemented in a timely manner by
PBM.

Notwithstanding the provisions of Article 4.1(a) through (c) above, or any other provision of the
Contract including the RFP, PBM warrants and represents that PBM shall maintain the same level of
reimbursement (a) for each retail pharmacy in the Network, as represented to ERS by PBM in
Exhibit “D,” as required by the RFP and as accepted in writing by ERS prior to the Board’s selection
of PBM, and (b) with respect to information concerning MAC pricing, as represented to ERS by
PBM and submitted to ERS during the RFP/Proposal Process, in each case unless otherwise
approved in writing by ERS. Notwithstanding the foregoing, PBM may only modify MAC pricing
to the extent it is done in the ordinary course of business, so long as any such changes would not
reasonably be expected to discourage retail pharmacy participation in the Network. ERS and PBM
agree that the pricing source for Average Wholesale Price (“4WP”) shall be as published by
Medi-span. The requirements of this Article, including each of subdivisions (a) through (c) above,
shall be applicable throughout the entire Contract Term, unless modified by prior written consent of
ERS’ Executive Director.

ERS and PBM agree that PBM shall not receive, charge or seek any administrative fees or any other
costs, reimbursements, expenses or fees in connection with the Contract unless they are included in
the administrative fees, if any, accepted in writing by ERS. ERS shall promptly pay PBM its
administrative fees, if any, in accordance with and as provided by the Contract in connection with
PBM’s performance of the Services. Ifapplicable, the parties also agree that ERS may select one or
more of PBM’s additional management programs identified in PBM’s Proposal for the fees agreed
to by the parties as reflected in Exhibit “D.” Subject to the terms herein, PBM warrants and
represents that any fees PBM may receive, in whole or in part, from any Pharmaceutical
Manufacturer relating to such additional management programs shall be paid to ERS to the extent
they are attributable to GBP Participants or to their prescription drug utilization. To this end, these
fees shall be included in the definition of Rebate (see Article 4.1(h)).

Except as otherwise provided herein and in accordance with the RFP, PBM shall pay all eligible
claims and reimburse all eligible charges on behalf of eligible HealthSelect Participants before
seeking any reimbursement for same from ERS. Thereafter, PBM will promptly be reimbursed by
ERS as provided in the RFP.

PBM shall promptly pay to ERS all consideration specified herein and in the manner required by the

Contract, including, but not limited to, any rebate payments, performance guarantees, credits,
overpayment reimbursements, actual damages and liquidated damages as described in the Contract.
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PBM shall also promptly pay to ERS any other payments as mutually agreed upon by the parties. In
no event shall any such payment be made by PBM later than any time period specified in or in
accordance with the Contract, or as agreed upon by the parties. Rebate payments, as defined in this
Contract, shall be paid at the applicable rate as further described in the RFP, the Contract and in the
PBM Fee Schedule. In addition to the terms of the RFP, any sums or consideration required to be
paid to ERS by PBM in accordance with the Contract may be offset by ERS and deducted from any
administrative fees or other compensation or reimbursement that may otherwise be owed to PBM by
ERS.

(h) Rebate Payments. PBM shall pay all Federal subsidies, including direct subsidies, coverage gap
subsidies and catastrophic re-insurance and all Rebates, as defined in this Contract, to ERS as set
forth below and in Exhibit “D” and/or the Clarifications for the Contract Term and any extension or
renewal thereof.

@) Formulary — A list of prescription drugs administered by PBM that has been
evaluated by the PBM for inclusion on its formulary (“Formulary”). As provided
in the RFP, the drugs included on the PBM’s Formulary may be modified by
PBM, with prior approval by ERS’ authorized representatives, from time-to-time
as a result of factors including, but not limited to, medical appropriateness,
manufacturer rebate arrangements and patent expirations. Upon ERS’ review and
approval, PBM shall implement a Formulary management program, which may
include cost containment initiatives, communications with HealthSelect
Participants, participating Providers, pharmacies and/or physicians (including
communications regarding generic substitution programs).

(ii) Rebates and Rebate Payment Timing. PBM has represented to ERS that PBM
contracts for Rebates and will be entitled to or otherwise will receive Rebates, as
defined in this Contract, from persons or entities that offer Rebates for
pharmaceutical products and/or drugs (hereinafter, “Pharmaceutical
Manufacturers”) as a result of the utilization of same by HealthSelect
Participants (“Rebates”). PBM shall use its best efforts to negotiate commercially
reasonable terms for its Rebate agreements. PBM shall pay all Rebates to ERS as
set forth herein and in Exhibit “D” based on each Pharmaceutical Manufacturer’s
drugs or products dispensed to HealthSelect Participants. Such Rebates shall be
paid to ERS by PBM promptly, but in no event later than on a quarterly basis until
all such compensation has been received by ERS.

(i) The term “Rebates” is intended to include all revenues, proceeds, reimbursements, funds, discounts,
monies and payments generated from or in any way related to the prescription drug utilization of
HealthSelect Participants, whether or not such revenues, proceeds, reimbursements, funds,
discounts, monies and/or payments are described as “Rebates” by and between any such
Pharmaceutical Manufacturers, their affiliates, agents, assigns, or other parties and PBM or PBM’s
Agents.

ERS is a Texas governmental public trust fund and is, therefore, a tax-exempt governmental entity. Any fees
to be paid by ERS in connection herewith (including any quote, proposal or lease schedule related thereto) do
not include taxes of any kind, and have not been, and will not be, increased to compensate for the fact that
ERS is tax-exempt. ERS does not agree to pay, and shall not pay, any taxes, including any property taxes of
any kind whatsoever, on any lease, products or services related to this Contract or any quote, proposal or
lease schedule related thereto. Neither PBM nor any affiliated entity, successor or assign of PBM shall submit
any invoice to ERS for payment or reimbursement of any taxes of any kind or nature, including any property
taxes of any kind or nature.

Any funds unclaimed by Participants, including lost, returned and uncashed checks,

reimbursement or otherwise, shall be managed by PBM in accordance with Section 1551.401(g) of the Texas
Insurance Code. After making a good faith effort to locate the person entitled to the unclaimed funds, PBM
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shall return the funds to the Plan. Such funds are neither subject to escheatment to any state, nor are they to be
turned over to the Comptroller of Public Accounts as “unclaimed property” to be held for the benefit of the
recipient because they are trust funds as set forth in Texas Insurance Code § 1551.401.

This entire Article shall survive any termination, expiration, renewal, extension or amendment of the
Contract.

Without limiting the importance of each provision of the RFP and PBM’s obligation to comply with the
detailed requirements of the entire RFP, PBM warrants and represents that it shall in good faith provide the
Services as described in the Contract, as Contract is defined in Article 31 herein.

PBM shall not revise the Services for the Contract Term, unless required by applicable state or federal law or
regulations applicable to the GBP, as defined herein, or as determined by ERS, or in accordance with a
written agreement between the authorized representatives of PBM, as defined in Section 33.1, and ERS.
PBM understands and acknowledges that ERS may revise the Services at any time and agrees to cooperate
with ERS and to negotiate in utmost good faith as to any adjustment of the Fee Schedule reasonably related to
such Services.

Eligibility, enrollment and participation in HealthSelect shall be governed by the terms set out more fully in
the RFP, the Act and the Rules. Any determination of or interpretation of Participant eligibility and effective
dates shall be made solely by ERS, and may include retroactive participation and effective date
determinations, when deemed appropriate by ERS. The Executive Director of ERS or his designee, by law
and as acknowledged in the Contract, has exclusive authority to determine all questions relating to enrollment
and eligibility in HealthSelect. However, where the rules and regulations of the Centers for Medicare and
Medicaid Services (“CMS™) conflict, the CMS rules and regulations will control.

(a) PBM warrants and represents that it shall act in utmost good faith in performing, delivering and
providing all Services, coverages, benefits, Equipment, supplies and products specified in the
Contract, and in its negotiation of and agreement to any amendments and/or contract modifications
that ERS subsequently requests to be made by written agreement between PBM and ERS.

(b) PBM warrants and represents that it shall perform its obligations and duties under this Contract with
utmost good faith, loyalty, candor and skill.

(©) PBM warrants and represents that all Providers in PBM’s Network are credentialed and have a
signed contract with PBM to provide benefits for HealthSelect Participants in accordance with the
Contract.

(d) PBM warrants and represents that it shall cooperate in utmost good faith with ERS if ERS, in its sole
discretion, chooses to implement any alternate retail pharmacy network referenced in the RFP or
that may hereafter be requested by ERS.

(e) From time to time ERS may, on an ad hoc basis, request that PBM prepare reports regarding the
Medicare Part D Employer Group Waiver Plan Prescription Drug Program (“EGWP PDP”) in the
course of ERS’ administration of the GBP. PBM agrees to produce such reports on a timely basis as
requested by ERS, and PBM shall not charge ERS any additional fee for or require ERS to execute
any additional documents in connection with the preparation of such reports. Any anticipated costs
to PBM for preparing such reports must be subsumed into the administrative fees, if any, and
compensation of PBM provided in the PBM Fee Schedule attached as Exhibit “D.” Such reports,
and the information and intellectual property reflected therein, shall be ERS’ sole and exclusive

property.

® PBM warrants and represents that it shall cooperate and act in utmost good faith in connection with
any request for ERS or GBP-specific information by ERS, an authorized ERS representative, and/or

3o ¢ W/



5.5

5.6

®

()

ERS’ consulting actuary in order for ERS and its representatives to administer the GBP and to
determine that all or any portion of the terms of the Contract are being performed as required herein.

PBM warrants and represents that it agrees with and shall comply with each aspect, article,
requirement, specification or obligation set forth in the RFP, regardless of whether or not it is
specifically addressed herein, unless any RFP requirement was specifically altered or revised by
ERS in a written document agreed to by ERS’ Executive Director.

PBM represents and warrants that it shall act in utmost good faith, in a professional and
workmanlike manner and in accordance with applicable professional standards in providing all
Services, coverages, benefits, Equipment, supplies and products specified in the Contract. PBM
will immediately correct any work not in compliance with this warranty.

PBM represents and warrants that it shall act in utmost good faith in its negotiation of and agreement
to any amendments and/or modifications to the Contract that ERS subsequently requests be made by
written agreement between PBM and ERS.

Performance Guarantees

To the extent that PBM has agreed to Performance Guarantees in connection with its performance under the
Contract, then they are attached hereto as Exhibit “E”, and in each event are incorporated herein for all
purposes as if restated in full. ERS and PBM agree that the Performance Guarantees as further described in
Exhibit “E” shall apply to PBM’s performance under the Contract.

(a)

PBM shall implement a comprehensive plan, as described in the Proposal, including automated
systems, to detect and prevent internal and external fraud, malfeasance, criminal and improper
activity and other similar abuses and improprieties, including, but not limited to, intentionally
perpetrated fraud, theft, embezzlement, misappropriation of funds, commingling, misuse of the
EGWP PDP, overcharges, overpayments, wrongful and incorrect payments, deceptive, and
duplicate or suspicious billings, and the failure to disclose material information in connection with
the GBP (hereinafter collectively “Improprieties”) by PBM, as that term is defined in this Contract
and including, but not limited to, PBM’s officers, employees, affiliates, subsidiaries, agents,
independent contractors, and subcontractors; HealthSelect Participants; and Providers. Whether or
not an Impropriety exists or may have been committed, includes, but is not limited to, by way of
example, the following circumstances and/or factors:

(6] if a person or entity, either intentionally or negligently, presents or causes to be presented
to PBM, ERS or a Provider, a claim for benefits, Services, coverages, Equipment, supplies
or products or for any other manner of payment or reimbursement that (a) contains any
statement or representation that the person or entity knows or reasonably should have
known was false, and/or (b) fails to disclose material information,;

(ii) if a Provider fails to provide an individual with any benefits, Services, coverages,
Equipment, supplies or products that are required to be provided under this Contract, the
HealthSelect EOC as it relates to the EGWP PDP, or applicable laws and regulations in
connection with the EGWP PDP;

(iii) if a Provider providing prescription drug benefits, Services, Equipment, supplies,
coverages or products for HealthSelect Participants, in relation to the EGWP PDP, either
intentionally or negligently, provides a materially false or misleading representation, or
fails or refuses to provide information required to be provided to ERS or PBM by law or
this Contract in order to obtain payment or reimbursement or to establish the legitimacy of
a claim, charge or billing or to avoid any damages or penalties otherwise payable in
connection with the Contract;
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@iv) if any person or entity misappropriates from or commits any malfeasance in connection
with ERS’ or a HealthSelect Participant’s account, or any Participant information;

) if a Provider engages in actions that indicate a pattern of wrongful denial of Services,
benefits, Equipment, supplies, coverages or products that are required to be provided under
this Contract, the EOC as it relates to the EGWP PDP or applicable laws and regulations, or
that indicate a pattern of wrongful requests for payment for Services, benefits, Equipment,
supplies, coverages or products not performed, delivered, or provided or improperly billed
or that are not medically/pharmaceutically necessary; or

(vi) if any person or entity commits any act or omission that could reasonably be considered to
be a violation of §§ 1551.066, 1551.104, or 1551.351 of the Act, whether or not the Act
specifically applies to that person or entity.

PBM shall enforce and implement all aspects of its comprehensive plan and the requirements of this
Contract in order to prevent, detect, investigate and eliminate Improprieties. PBM shall conduct
investigations on its own, in cooperation with Providers and other Carriers or Administering firms
(as those two terms are defined in the Act), when directed by ERS or as PBM otherwise deems in
good faith to be appropriate in the exercise of reasonable due diligence, with regard to
Improprieties, and as further provided in the RFP.

PBM shall notify ERS immediately whenever it reasonably believes that any of the Improprieties
described herein by way of example, or other similar Improprieties not so specifically identified,
have occurred in connection with the GBP and in connection with PBM’s performance under the
Contract.

PBM shall also provide reports to ERS regarding such Improprieties immediately upon their
detection by PBM and also as may be requested by ERS.

PBM shall comply with all future additional ERS policies or directives, as they are developed by
ERS and provided to PBM, in connection with the prevention, detection, investigation and
elimination of fraud, abuse and other Improprieties in connection with the GBP and as they may
apply to PBM.

PBM shall further maintain all ERS, GBP and HealthSelect-related information and claims records
as required by the Contract, and PBM acknowledges and agrees that ERS or its designated
representatives shall have reasonable and timely access to all such information related to ERS, the
GBP, HealthSelect and its Participants.

PBM warrants and represents that it shall fully assist and cooperate with ERS, the Office of the
Attorney General of Texas, any other applicable state or federal agency and law enforcement
authorities in the prosecution of administrative and civil actions and/or criminal prosecution of those
individuals or entities who have engaged in the commission of Improprieties.

During the Contract Term, including any renewals or extensions thereof, PBM shall provide the Equipment
necessary for ERS and its authorized representatives to access those automated system(s) that provide data
regarding the GBP records, including, but not limited to, Participant information, enrollment, demographic,
individual claims information and group specific data for ad hoc actuarial analysis. The Equipment will be
located on ERS’ premises, and GBP records should be available to ERS during normal business hours,
including the hours from 7:30 a.m. until 5:30 p.m., Monday through Friday, Central Time. PBM agrees to
provide ERS staff with the training necessary to use the Equipment and to access and interpret the GBP
records. PBM also agrees to provide ERS with a direct contact to interface with PBM to answer questions in
connection with HealthSelect.

This entire Article shall survive any termination, expiration, renewal, extension or amendment of the
Contract.
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The Contract and the parties’ performance of same and all matters in connection with the relationship of the
parties shall be governed by and construed and performed in accordance and conformity with the laws of the
state of Texas, without regard to conflicts of law provisions.

To the extent that federal or Texas state laws or regulations change or a change of circumstances require ERS
to include additional language in its contracts, PBM agrees to act in utmost good faith and to cooperate in the
execution of any contract amendment necessary to effectuate such federal or state law or regulation change or
a change of circumstances. In addition, in the event that ERS determines that additional Contract language or
program modifications (including modifications to the PBM Fee Schedule) should be added to the Contract
based upon any recommendation acceptable to ERS and made by the Texas State Auditor, or other auditor
retained by ERS in connection with the EGWP PDP or pursuant to the Contract, then such changes shall be
effectuated in accordance with the terms of this Contract. In any situation under the Contract where a
question arises regarding the applicability of state or federal laws or regulations, then ERS' interpretation of
the applicability of such law or rule shall control except to the extent that CMS’ interpretation controls.

Subject to and without waiving ERS’ or the state of Texas’ sovereign or official immunity and pursuant to
Texas Government Code Ann. § 811.010 (West 2012), ERS and PBM agree and consent to Austin, Travis
County, Texas as the proper venue for any court proceedings between the parties, and that a Texas state court
sitting in Austin, Travis County, Texas shall have jurisdiction over PBM in connection with any action or
proceeding arising out of, in connection with or related to the Contract or the parties’ relationship.

This entire Article shall survive any termination, expiration, renewal, extension or amendment of the
Contract.

The parties agree and acknowledge that nothing contained in the Contract, as defined in Article 31, or in any
amendment, extension or renewal thereof, is intended to nor will it have the effect of waiving the sovereign or
official immunity of ERS, its past, present or future trustees, officers, employees and agents, or of the state of
Texas, its past, present or future officers, employees, agents, or its departments, or agencies, nor does ERS’
acceptance of any Services, benefits, Equipment, supplies or products under the Contract constitute any
waiver, express, implied or otherwise, of sovereign or official immunity to suit or liability of ERS, its
trustees, officers, agents or employees or of the state of Texas. As described herein, ERS’ sovereign
immunity includes, but is not limited to, all immunities, privileges, defenses, rights or actions available to
ERS and its employees, trustees, and directors based on ERS’ sovereign status and such protections to which
it may be entitled as an agency of the state of Texas under Texas law (by comity or otherwise) and under the
Eleventh Amendment to the Constitution of the United States of America. The parties further agree that
ERS’ exercise of any legal, regulatory, equitable or contractual remedies in connection with the Contract
shall not constitute a waiver of the immunities identified herein.

This entire Article shall survive any termination, expiration, renewal, extension or amendment of the
Contract.

rsonnel
Without contravening applicable law, PBM agrees to notify ERS’ Executive Director immediately upon
being able to lawfully make a public announcement of reaching any form of binding agreement in connection
with and prior to any merger, acquisition, business reorganization, or other material change of PBM’s
management, ownership or business structure or similar Change of Control as that term is defined in Article
22.1 herein.

Before PBM’s personnel are assigned to perform any Services, ERS must be provided the name and
qualifications of each person PBM proposes to utilize to perform any aspect of the Services. ERS, in its sole
discretion, may approve each individual or require that additional names be submitted. Once assigned, if any
PBM personnel are determined by ERS to be unsatisfactory for the proper and satisfactory completion of any
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Services, such person will immediately be removed from ERS’ account and cease providing the Services and
will be replaced by PBM as soon as reasonably possible.

This entire Article shall survive any termination, expiration, renewal, extension or amendment of the
Contract.

antees
PBM acknowledges that with respect to the performance of; or a violation of, its duties and obligations under
the Contract, it is impossible or impractical to estimate certain damages with any degree of certainty.
Therefore, the parties agree that, in addition to ERS’ right to terminate the Contract as otherwise set forth
herein, PBM shall pay to ERS as fixed, agreed, and liquidated damages, for each instance of delay,
non-compliance, or non-performance, the sum set forth in Section 9.7 below in any of the following
situations (each, a “Defaulf’):

(a) upon ERS’ receipt of information that PBM is not reasonably in compliance with the Contract, or
that PBM by its action, inaction, or declaration of intent, will not be in compliance with any of its
obligations under the Contract;

(b) in the event that PBM fails to perform, deliver or provide the Services within the time (i) specified in
the Contract, (ii) otherwise specified by ERS in writing if a deadline specified in the Contract is
reasonably changed by ERS and PBM is notified of same within a reasonable time before
performance is required, or (iii) otherwise specified by ERS in writing if a deadline is not currently
specified in the Contract but later provided to PBM within a reasonable time before performance is
required; or

(c) if, in the sole opinion of ERS, delivery or performance is inexcusably delayed by PBM, or if it
becomes apparent that PBM will not or has no apparent intent or ability to perform, deliver or
provide all or any portion of the Services in accordance with the terms of the Contract.

In the event of a Default as described herein, ERS will provide written or electronic notification (“Notice”) to
PBM that the Default must be corrected by the date specified by ERS in the Notice, which date shall be at
least five (5) days after such Notice has been given, unless ERS reasonably determines in its sole discretion
that more immediate performance is required, in which case any shorter deadline contained in the Notice
shall apply. PBM shall correct the Default by the time stated in the Notice. If, however, the Default has not
been fully corrected within the time specified in the Notice (“Nofice Period”), then ERS may, in its sole
discretion, enforce the liquidated damages provision of the Contract beginning five (5) days following the
Notice Period, or invoke Performance Guarantees if applicable, or both, as further specified below.

The liquidated damages permitted hereunder shall accrue each calendar day and/or ERS may invoke the
agreed upon Performance Guarantees, if any, until such time as PBM complies with the Contract or
satisfactorily performs, delivers and/or provides the Services or until the time ERS may reasonably obtain
performance, delivery or provision of similar services or products from another source. In the event PBM
fails or refuses to comply, or it becomes apparent that PBM will not or has no apparent intent or ability to
comply with all or any portion of its obligations under the Contract, ERS may be required, because of such
non-compliance, to obtain services and/or products from another source. In this event, ERS may elect to
charge the full increase in costs to PBM as an element of actual damages and/or to invoke the agreed upon
liquidated damages and/or Performance Guarantee provisions, if any. The liquidated damages and/or
Performance Guarantees shall be in addition to any other remedy or damages available to ERS.

The parties hereto agree that the liquidated damages and, if applicable, Performance Guarantees provided in
the Contract, and any amounts assessed in connection therewith, are neither a penalty nor a forfeiture and
shall compensate ERS solely for ERS’ inability to use or benefit from the Services, and they are not intended
to, and do not include:

(a) any damages, additional costs or extended costs incurred by ERS for extended or substituted

administration of the Contract or by ERS’ agents, representatives, consultants, or independent
contractors for extended or substituted administration of the Contract;
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) any increases in financing costs resulting from delay in performance; or
(c) any additional services relating to, or arising as a result of, PBM’s delay in performance.

ERS shall be entitled to claim against PBM, as part of ERS’ actual damages, including, but not limited to,
direct, indirect and consequential damages, any amounts not specifically included within the liquidated
damages and/or Performance Guarantees as set forth herein. Such actual damages shall be computed
separately. Together with liquidated damages and/or Performance Guarantees, all such damages shall, in
ERS’ sole discretion, be either deducted from any monies due to PBM under the Contract, billed to PBM or
otherwise collected in accordance with applicable law.

PBM shall not be charged with liquidated damages when, in ERS’ determination, the delay in delivery or
performance arises out of causes beyond the control and without any fault or negligence of PBM.

The amount of such liquidated damages, as referred to herein, shall be up to and including $10,000.00 (Ten
Thousand Dollars) for each Default or each calendar day beyond the Notice Period or deadline, as applicable,
that PBM delays or fails to perform its obligations under this Contract, whichever ERS determines is
appropriate.

In the event ERS determines that PBM has made an error in the handling of a HealthSelect Participant’s
account, PBM shall compensate the Participant for his reasonable out-of-pocket loss by either direct payment
to the Participant or credit to his account, at the Participant’s election. The cost of such payment or credit
shall be borne entirely by PBM and shall not be charged back to the Participant, ERS, HealthSelect, the GBP,
or the state of Texas.

This entire Article and ERS’ right to any and all remedies, including, but not limited to, liquidated damages,
Performance Guarantees, if applicable, actual damages, injunctive relief or other remedies available under
the Contract, at equity or pursuant to applicable statutory, regulatory, and common law, shall survive any
termination, expiration, renewal, extension or amendment of the Contract.

PBM and ERS understand and agree that PBM is an independent contractor performing, providing, and
delivering the Services. It is expressly understood and agreed by the parties hereto that personnel assigned by
PBM to perform or provide any of the Services are employees of PBM, and are not employees, agents, joint
venturers, representatives or partners of ERS or the state of Texas for any purpose. Therefore, as an
independent contractor, PBM agrees that its employees are not eligible for or entitled to receive any
retirement benefits as a member of the employee class pursuant to Texas Government Code Ann. § 812.003
(West Supp. 2014), or any insurance benefits pursuant to Chapter 1551 of the Texas Insurance Code Ann.
(West Supp. 2014), or any other kind of benefit ordinarily provided by the state of Texas to its employees.
Further, PBM shall be responsible for obtaining, paying and maintaining all insurance and payroll
withholding obligations that may be required by state or federal law in its performance of the Contract,
including, but not limited to, federal and state payroll taxes, income taxes, and health and worker’s
compensation insurance, if required. No employer or other responsibilities to such personnel are, or may be,
assumed by ERS, its past, present or future officers or employees, the Board, or the state of Texas.

All remedies available to ERS for PBM’s breach or anticipatory breach of the Contract are cumulative and
may be exercised concurrently or separately, and the exercise of any one remedy shall not be deemed an
election of such remedy to the exclusion of other remedies. Liquidated damages, actual damages, cost
projections, injunctive relief and/or Performance Guarantees may also be invoked either separately or
combined with any other remedy in accordance with applicable law. Repudiation by PBM of any provisions
of the Contract and any failure by PBM to disclose information to ERS as required by the Contract also
constitutes a breach of the Contract.
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This entire Article shall survive any termination, expiration, renewal, extension or amendment of the
Contract.

If PBM has indicated in its Proposal that subcontracting opportunities for historically underutilized
businesses, as defined in Texas Government Code Ann. § 2161.001 (West Supp. 2014), are available, then
PBM warrants and represents that such subcontracting will only be permitted and performed in a manner
consistent with ERS’ and PBM’s fiduciary duties.

HSP Prime Contractor Progress Assessment Report. All HUB and non-HUB subcontractor information shall
be reported to ERS using the HSP Prime Contractor Progress Assessment Report form. The report shall be
submitted to ERS’ Purchasing Section. The report shall be submitted monthly even during the months no
invoice is submitted to ERS. All payments made to subcontractors shall be reported. ERS may verify the
amounts being reported as paid by requesting copies of canceled checks paid to subcontractors.

PBM acknowledges that ERS is an agency of the s formation
Act, Texas Government Code Ann. ch. 552 (West 2012 & Supp. 2014) (the “PIL4”). PBM agrees that it is
required by Texas law to make any information pursuant to this Contract, and not otherwise excepted from
disclosure under the PIA, available in a format that is accessible by the public at no additional charge to ERS.

ERS maintains documents and information that are considered confidential by law. In connection with the
Contract, PBM will have access to information that is considered confidential. PBM understands that public
availability of individual items of ERS’ confidential information does not release its obligation of
confidentiality. PBM is not permitted to disregard its obligations of confidentiality by use of items of ERS’
confidential information to guide a search of publicly available information. PBM also is not permitted to
piece together a series of items of information from unconnected sources and fit these items of information
together by use of ERS’ confidential information to make a showing that all or part of ERS’ confidential
information was “public.” PBM warrants and represents that during and after the Contract such confidential
information shall not be sold, assigned, provided, conveyed, released, disseminated, or otherwise disclosed
by PBM, its Agents or any other persons or entities without ERS’ express written permission, and that PBM
shall instruct its Agents, representatives, subcontractors and/or independent contractors that they shall not so
use or disclose such confidential information to any other person or entity, during or after the Contract,
without the express written permission of ERS, except as absolutely necessary for PBM to provide the
Services or as required by law. PBM warrants and represents that it has a tested and proven system in effect
to protect all confidential information as defined herein.

As used herein, “confidential information” means all trade secrets, confidential or proprietary information,
and all other knowledge, information, documents or materials, owned, developed, or possessed by ERS or in
any way related to its members, retirees, participants, alternate payees, beneficiaries and annuitants (each, a
“Participanf”), whether in electronic, tangible or intangible form, the confidentiality of which ERS or its
Participants take reasonable measures to protect. Confidential information includes, but is not limited to,
information relating to ERS’ processes, operations, Participants (including the identities of Participants or
prospective Participants), business relationships, products/services (including prices, costs, sales, or
materials/processes used to make/provide the products/services), financial information, employee salaries,
employee or retiree benefits, business methods, business plans, databases, computer programs, designs,
models, operating procedures, drawings, specifications, and any other information owned, developed, or
possessed by ERS. Examples of such confidential information include, but are not limited to, all records and
information contained in the claims or membership records of all Participants in any program or retirement
system administered by ERS, all information that is subject to protection from disclosure pursuant to Texas
or federal laws and regulations including, without limitation all privacy protections as provided in Texas
Health & Safety Code Ann. Chapter 181 (West Supp. 2014) and in the “Privacy Rule” adopted pursuant to
the federal Health Insurance Portability and Accountability Act of 1996 [Pub. L. No. 104-191], amended by
the Health Information Technology for Economic and Clinical Health Act, as incorporated in the American
Recovery and Reinvestment Act of 2009, and the implementing regulations issued and amended by the U.S.
Department of Health and Human Services Secretary (45 C.F.R. Parts 160 and 164) (hereinafter referred to
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as “HIPAA”), information that is provided or made available to PBM by ERS, its Administering firms and
Carriers (as defined in Chapter 1551, Texas Insurance Code), if applicable, and consulting actuaries in
connection with the Contract. Confidential information also includes any and all “access devices,” as that
term is defined by § 552.136 of the PIA, and information relating to computer network security or to the
design, operation, or defense of a computer network.

PBM further warrants and represents that it will comply with all applicable Texas and federal laws and
regulations, including, without limitation Chapter 1551, Texas Insurance Code Ann. (West Supp. 2014),
Texas Health & Safety Code Ann., Chapter 181 (West Supp. 2014) as it may apply, the federal HIPAA law
and regulations promulgated pursuant to HIPAA, and all other applicable state and federal laws and
regulations. The parties’ Business Associate Agreement required by HIPAA is attached and incorporated by
reference as Exhibit “F”’). PBM warrants and represents that PBM and its affiliates, subsidiaries, employees,
officers, directors, principals, agents, representatives, assigns and/or successors shall not, and that PBM shall
instruet its independent contractors and subcontractors that they shall not, use, appropriate, sell, assign,
convey, provide, release, access, obtain, disclose or otherwise disseminate any confidential or protected
health information except as is absolutely necessary for PBM to perform its obligations under the Contract,
and in any event shall not do so in violation of any applicable state or federal law or regulation. In any
situation under the Contract where a question arises regarding the applicability of state or federal laws or
regulations, then ERS’ interpretation of the applicability of such law or rule shall control.

The items designated herein as confidential information are the exclusive property of ERS and the GBP, as
applicable, and PBM agrees that the confidential information shall be kept confidential as required herein,
and by the above-cited statutes and applicable regulations, and Texas Government Code Ann. §§ 552.0038,
615.045, 815.503 and 840.402 (West 2012); § 1551.063 Texas Insurance Code Ann. (West Supp. 2014) and
any and all other applicable Texas and federal laws and regulations. This paragraph shall, to the extent
possible, be interpreted to be consistent with the terms of HIPAA, but in the event of a conflict with HIPAA,
the terms of HIPAA shall control unless this Section is more strict in protecting confidential information.

PBM warrants and represents that it shall instruct its Agents that any release of any confidential information
to any person or entity, including any Public Servants and any person or entity who has undertaken to advise,
consult, or communicate with Public Servants on behalf of or to the benefit of PBM (whether or not PBM
sought the benefit), may be authorized only by ERS in writing unless such release is absolutely required to
provide the Services, and that such release must be in accordance with the applicable laws and regulations
cited herein. If PBM receives a request for any information connected with the Services, confidential or
otherwise, from any person or entity, including any Public Servants and any person or entity who has
undertaken to advise, consult, or communicate with Public Servants on behalf of or to the benefit of PBM
(whether or not PBM sought the benefit), PBM shall immediately send, if possible, a copy of such request to
ERS by facsimile, electronic mail or similar means to ensure same or next day arrival at ERS, and in no event
shall such notice be sent later than one (1) business day after PBM’s receipt of the request, so that ERS can
determine if a disclosure is required or permitted. PBM shall maintain and protect from unauthorized
disclosure, all confidential information and materials it receives or creates in connection with the Contract.

Except as expressly stated herein, neither PBM nor any Agent of PBM may use or permit to be used, released,
conveyed, assigned, provided, transmitted, disclosed or otherwise disseminated to any other person or entity,
any confidential information obtained as a result of PBM’s or any Agent’s duties under the Contract without
the prior written consent of ERS, except as is absolutely necessary for PBM to perform the Services or as
otherwise required by applicable law. PBM shall establish, maintain, and enforce agreements with its Agents
who have access to any confidential information to fulfill PBM’s duties and obligations in the Contract and to
specifically prohibit any use, sale, assignment, conveyance, provision, release, disclosure or other
dissemination of any confidential information, except as otherwise required by law or authorized by ERS in
writing.

PBM shall immediately report to ERS any and all unauthorized use, appropriation, sale, assignment,
conveyance, provision, release, access, acquisition, disclosure or other dissemination of any confidential
information of which it or its Agent is aware or has knowledge or reasonably should have knowledge. PBM
shall also promptly furnish to ERS full details of
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conveyance, provision, release, access, acquisition, disclosure or other dissemination, or attempt thereof, and
use its best efforts to assist ERS in investigating or preventing the reoccurrence of such event in the future.
PBM shall cooperate with ERS in connection with any litigation and investigation deemed necessary by ERS
to protect any confidential information. PBM further agrees to promptly prevent a reoccurrence of any
unauthorized use, appropriation, sale, assignment, conveyance, provision, release, access, acquisition,
disclosure, or other dissemination of confidential information.

PBM acknowledges that any improper use, appropriation, sale, assignment, conveyance, provision, release,
access, acquisition, disclosure or other dissemination of any confidential information to others may cause
immediate and irreparable harm to ERS and/or a Participant and may violate state or federal laws and
regulations. If PBM or its Agents improperly use, appropriate, sell, assign, convey, provide, release, access,
acquire, disclose or otherwise disseminate such confidential information to any person or entity in violation
of the Contract, or applicable laws or regulations, ERS will immediately be entitled to injunctive relief and/or
any other rights or remedies available to ERS under the Contract, at equity or pursuant to applicable statutory,
regulatory and common law without a cure period.

PBM agrees that all Work Product produced or created as a result of the Contract will be the sole and
exclusive property of ERS, or with regard to materials provided by or pertaining to a specific Participant, the
sole and exclusive property of ERS and such Participant. PBM will not make, use, offer to sell, sell, lease,
publish, reproduce, distribute, perform, or display, or otherwise prepare derivative works to, all or any
portion of any Work Product produced or created as a result of any work performed or service provided by
PBM pursuant to the Contract. “Work Product’ is defined as any electronic, tangible or intangible items or
things that have been or will be prepared, created, maintained, utilized, serviced or developed by PBM (or
such third parties as PBM may be permitted to engage) at any time following the Effective Date, for or on
behalf of ERS under the Contract, including, but not limited to, any (a) works of authorship (such as literary
works, musical works, dramatic works, choreographic works, pictorial, graphic and sculptural works, motion
pictures and other audiovisual works, sound recordings and architectural works, which includes, but is not
limited to, documents, plans, forms, reports, analyses, and account information, databases, data, Participant
information, Participant lists, or communications in any communication medium, written or otherwise,
manuals, instructions, printed material, graphics, artwork, images, illustrations, photographs, computer
software, scripts, object codes, source codes or other programming codes, HTML codes, multimedia files,
text web pages or websites, other written or machine readable expression of such works fixed in any tangible
media, and all other copyrightable works), (b) trademarks, service marks, trade dress, trade names, logos, or
other indicia of source or origin, (c)ideas, designs, concepts, personality rights, methods, processes,
techniques, apparatuses, inventions, formulas, discoveries, or improvements, including any patents, trade
secrets and know-how, (d) domain names, (¢) copies, and similar or derivative works to any of the foregoing,
(f) all documentation and materials related to any of the foregoing, and (g) all other goods, services or
deliverables to be provided to ERS under the Contract.

For the purposes of this Contract, the term “Work” includes Work Product (as defined above) and also all
reports, statistical analyses, work papers, work products, materials, approaches, designs, specifications,
systems, documentation, methodologies, concepts, research materials, intellectual property or other property
developed, produced, or generated in connection with this Contract. All work performed pursuant to this
Contract is made the exclusive property of ERS. All right, title and interest in and to said property shall vest
in ERS upon creation and shall be deemed to be a work for hire and made in the course of the services
rendered pursuant to this Contract. To the extent that title to any such work may not, by operation of law, vest
in ERS, or such work may not be considered a work made for hire, all rights, title and interest therein are
hereby irrevocably assigned to ERS. ERS shall have the right to obtain and to hold in its name any and all
patents, trademarks, service marks, copyrights, registrations or such other protection as may be appropriate to
the subject matter, and any extensions and renewals thereof. PBM must give ERS, as well as any person
designated by ERS, all assistance required to perfect the rights defined herein without any charge or expense
beyond those amounts payable to PBM for the services rendered under this Contract.

ERS and its auditors, advisors, consultants, and custodians, if applicable, (a) are entitled to use and retain

copies of all written materials generated by PBM under this Contract and (b) to the extent permitted by ERS
in its sole discretion, may disclose such materials to third parties. PBM should assume all reports created
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by it for ERS may be publicly available records, in accordance with Texas law, and may be subject to the PIA
and that any discussions regarding the reports and advice rendered by PBM will generally be conducted in
open meetings subject to the Texas open meetings laws. PBM acknowledges and agrees that materials it
delivers to ERS may be included in board materials provided to the public in connection with an open
meeting of the Board or one of its committees. If PBM includes materials that are deemed confidential and/or
proprietary or copyrighted materials of any third party source in any report or document delivered to ERS,
PBM shall clearly and prominently label such confidential and/or proprietary materials as such and shall
include the appropriate trademark, service mark or copyright notices in such trademarked, service marked or
copyrighted materials and identify the specific materials subject to trademark, service mark or copyright.
PBM acknowledges that trademarked, service marked or copyrighted material may under some
circumstances be copied by ERS in response to a request under the PIA. PBM further acknowledges that
trademarked, service marked or copyrighted information and other information that PBM claims is
confidential and/or proprietary may nevertheless be determined by the Office of the Texas Attorney General
to be public information under the PIA and subject to inspection upon request. In assembling materials
delivered to ERS, PBM shall use its reasonable best efforts to separate any trademarked, service marked or
copyrighted materials, clearly designated as such, from non-trademarked, non-service marked or
non-copyrighted materials and confidential and/or proprietary information, also clearly designated as such,
from information that is not confidential and/or proprietary. PBM acknowledges that ERS does not have any
duty to designate PBM information as confidential and proprietary or to otherwise advocate for such
information to be considered confidential and proprietary.

As between PBM and ERS, the Work Product and Intellectual Property Rights therein are and shall be owned
exclusively by ERS, and not PBM. PBM specifically agrees that all Work Product shall be considered a
“work made for hire” and that the Work Product shall, upon creation, be owned exclusively by ERS. To the
extent that the Work Product, under applicable law, may not be considered a work made for hire, PBM
hereby agrees that the Contract effectively transfers, grants, conveys, assigns, and relinquishes exclusively to
ERS all right, title and interest in and to all ownership rights in the Work Product, and all Intellectual Property
Rights in the Work Product, without the necessity of any further consideration, and ERS shall be entitled to
obtain and hold in its own name all Intellectual Property Rights in and to the Work Product. Intellectual
Property Rights means the worldwide legal rights or interests evidenced by or embodied in: (a) any idea,
design, concept, personality right, method, process, technique, apparatus, invention, formula, discovery, or
improvement, including any patents, trade secrets, and know-how (e.g., patents); (b) any work of authorship,
including any copyrights, moral rights or neighboring rights (e.g., copyrights); (c) any trademark, service
mark, trade dress, trade name, or other indicia of source or origin; (d) domain name registrations; and (e) any
other proprietary or similar rights. The Intellectual Property Rights of a party include all worldwide legal
rights or interests that the party may have acquired by assignment or license with the right to grant
sublicenses.

PBM, upon request and without further consideration, shall perform any acts that may be deemed necessary
or desirable by ERS to evidence more fully the transfer of ownership of all Work Product to ERS to the fullest
extent possible, including, but not limited to, the execution, acknowledgement and delivery of such further
documents in a form determined by ERS. In the event ERS shall be unable for any reason to obtain the
PBM’s signature on any document necessary for any purpose set forth in the foregoing sentence, PBM
hereby irrevocably designates and appoints ERS and its duly authorized officers and agents as the PBM’s
agent and the PBM’s attorney-in-fact to act for and in the PBM’s behalf and stead to execute and file any such
document and to do all other lawfully permitted acts to further any such purpose with the same force and
effect as if executed and delivered by PBM.

PBM hereby irrevocably and forever waives, and agrees never to assert, any Moral Rights in or to the Work
Product which PBM may now have or which may accrue to the PBM’s benefit under U.S. or foreign
copyright laws and any and all other residual rights and benefits which arise under any other applicable law
now in force or hereafter enacted. “Moral Rights” means any and all rights of paternity or integrity of the
Work Product and the right to object to any modification, translation or use of the Work Product, and any
similar rights existing under the judicial or statutory law of any country in the world or under any treaty,
regardless of whether or not such right is denominated or referred to as a moral right.
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Upon the request of ERS, but in any event upon termination of the Contract, PBM shall surrender to ERS all
documents and things pertaining to the Work Product, including, but not limited to, drafts, memoranda,
notes, records, drawings, manuals, computer software, reports, data, and all other documents or materials
(and copies of same) generated or developed by PBM or furnished by ERS to PBM, including all materials
embodying the Work Product, any ERS confidential information, or Intellectual Property Rights, regardless
of whether complete or incomplete. This Section is intended to apply to all Work Product made or compiled
by PBM, as well as to all documents and things furnished to PBM by ERS or by anyone else that pertains to
the Work Product.

PBM hereby warrants and represents to ERS that individuals or characters appearing or depicted in any Work
Product have provided their written consent for the use of their persona or personality rights, including name,
biographical information, picture, portrait, likeness, performance, voice and/or identity (“Personality
Rights”), and have been compensated for such Personality Rights, if appropriate. PBM agrees to indemnify,
defend and hold ERS harmless from any claims, including, but not limited to, claims for invasion of privacy,
infringement of the right of publicity, libel, unfair competition, false advertising, intentional or negligent
infliction of emotional distress, copyright or trademark infringement, and/or claims for attorney’s fees,
resulting from use of the Personality Rights.

To the extent that any pre-existing rights are embodied or reflected in the Work Product, PBM hereby grants
to ERS the irrevocable, perpetual, non-exclusive, worldwide, royalty-free right and license to (a) use,
execute, reproduce, display, perform, distribute copies of, and prepare derivative works based upon such
pre-existing rights and any derivative works thereof, and (b) authorize others to do any or all of the foregoing.
PBM agrees to notify ERS on delivery of the Work Product if such materials include any such pre-existing
rights. On request, PBM shall provide ERS with documentation indicating a third party’s written approval
for PBM to use any pre-existing rights that may be embodied or reflected in the Work Product. PBM shall
indemnify, defend [with counsel selected by ERS in consultation with the Office of the Attorney General of
Texas], and hold harmless ERS from any losses, claims, damages, costs (including attorneys’ fees) or causes
of action relating to any claim or assertion by any third party that the Work Product includes third party
materials or infringes third party rights.

PBM agrees that it shall have and maintain, during the performance of any Services arising under this
Contract, written agreements with all employees, contractors or agents engaged by PBM in performance
hereunder, granting PBM rights sufficient to support all performance and grants of rights by PBM. Copies of
such agreements shall be provided to ERS promptly upon request.

If the Work Product or the Intellectual Property Rights therein become the subject of a lawsuit or claim of
infringement, or PBM becomes aware that such items are likely to become the subject of a lawsuit or claim of
infringement, PBM shall exercise one (1) of the following two (2) options in order to provide ERS with
continued and uninterrupted use of the Work Product and Intellectual Property Rights therein: (a) obtain for
ERS the right to continue the use of the alleged infringing Work Product at no additional cost to ERS, or
(b) obtain alternative, substitute or new works for the allegedly infringing Work Product, which are of
equivalent or superior quality to the allegedly infringing Work Product, at no additional cost to ERS, and
subject to the acceptance of ERS in its sole discretion.

PBM obtains no rights in or to the Work Product or Intellectual Property Rights therein by virtue of this
Contract, other than the limited right to use such materials for purposes of performing Services for or on
behalf of ERS pursuant to the Contract, and PBM must receive prior authorization from ERS before any such
use. With respect to PBM’s use of ERS trademarks, service marks or logos (“Marks”) for the foregoing
purpose, upon receipt of such authorization, PBM shall use the Marks without any modifications, distortions
or blurring whatsoever, and PBM must maintain, among other aspects of the Marks, proportions, color,
brightness and contrast of the Marks. Furthermore, the Marks cannot be altered in any way, including, but
not limited to, custom treatments such as additional lines, graphics, or clip art; special effects such as halos or
drop shadows; or embossed into a photographic background. In instances where the Marks are used in
conjunction with other logos, PBM agrees not to attempt to join the Marks with, or make it/them look like
part of, another logo, and PBM agrees to maintain size and spacing in a way to maximize the impact of each
logo as a separate, individual brand. PBM shall not affix its company name, label, logo, or any other
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identifying information to, on or in connection with the Marks, without prior express written permission.
PBM agrees to submit an example of any use of the Marks to ERS’ Benefits Communications Division for
prior approval, which will not be unreasonably withheld. All use of the Work Product or Intellectual
Property Rights therein inures to the sole benefit of ERS.

This entire Article shall survive any termination, expiration, renewal, extension or amendment of the
Contract.

Notwithstanding any other provision of the Contract, except for such records as are provided to a third party
by PBM at the request of ERS, PBM must retain copies of ERS-related records in accordance with the
Contract throughout the entire Contract Term and any extension or renewal thereof, and for a period of seven
(7) years following the termination, for any reason, of the Contract. Such records shall be in their original
form or in a form acceptable with current industry standards. In addition, PBM shall maintain such records
indefinitely to the extent there is any legal action, investigation or audit related to the Contract and PBM is
notified of same.

Unless there is currently pending or anticipated litigation or audits related to the records, PBM shall destroy
all ERS-related records in a commercially reasonable manner following the applicable retention periods, and
PBM shall provide to ERS a written certification, guarantee and verification identifying: the records
destroyed, date and manner of destruction, and who performed such destruction. With regard to Participants’
personally identifying and/or sensitive personal information and, if applicable, protected health information
(“PHT’) (together, “Personal Data”), PBM shall comply with the Data Security and Breach Notification
Agreement (Exhibit “H”) with regard to secure retention, maintenance and irreversible destruction of
Personal Data.

The parties agree that ERS has the right to conduct, at ERS’ expense and in ERS’ sole discretion, compliance
reviews of PBM in a number and at times as ERS determines is necessary in order to evaluate and oversee
PBM’s performance of any and all Services required under this Contract. Such compliance reviews may be
conducted in PBM’s offices or facilities as may be necessary.

ERS, or its designated representatives, may travel to PBM’s offices to audit and inspect PBM’s business
practices in connection with its performance under the Contract in a number and at times as ERS determines
is necessary in order to evaluate and oversee PBM’s performance of any and all Services required under this
Contract. Such compliance reviews may be conducted in PBM’s offices or facilities as may be necessary.

PBM specifically understands, acknowledges and agrees that ERS has an absolute right to conduct
compliance reviews and/or audits of PBM in connection with PBM’s duties and obligations under the
Contract, and that all ERS-related records (and including, without limiting the foregoing, any arrangements,
contracts, or related agreements that PBM has with any Pharmaceutical Manufacturers as well as all
documents and information necessary for ERS to ensure PBM’s compliance with Article 28.3 herein) may be
audited by ERS or its authorized representative at any reasonable time at PBM’s offices and any other
appropriate location during regular business hours. Except as otherwise specified in this Article, the
Executive Director of ERS will determine who will act as the authorized representatives of ERS in
conducting such audits. PBM shall cooperate with ERS and/or its representatives in connection with an audit
of PBM’s performance in connection with the Contract. As appropriate, ERS reserves the right to be present
during PBM’s performance of the Contract to verify that PBM is faithfully and fully performing its
contractual duties and obligations. Neither ERS nor the auditors will indemnify PBM for any costs incurred
in connection with any audits or compliance reviews performed pursuant to this Article.

ERS shall bear the cost of any audit or compliance review; provided, however, that in the event any final
audit or compliance review reveals a material breach of the Contract by PBM resulting in errors in excess of
$50,000 (FIFTY THOUSAND DOLLARS) or ERS imposes liquidated damages, performance guarantees or
seeks any remedy or damages under this Contract, PBM shall reimburse ERS all of its actual costs, fees and
expenses of whatever nature related to the cost of the related audit or compliance review. Such
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reimbursement shall be in addition to any other rights and remedies available to ERS under the Contract, at
equity or pursuant to applicable statutory, regulatory, and common law, including liquidated damages.

In accordance with Section 1551.007, Texas Insurance Code, and notwithstanding any other provision of the
Contract related to compliance reviews and/or audits of the PBM:

(a) ERS is entitled to audit PBM to verify costs and discounts associated with drug claims, PBM
compliance with the Contract, and subcontractor Services.

(b) Such audit shall be conducted by an independent auditor in accordance with established auditing
standards.
(©) To conduct the audit, ERS and the independent auditor are entitled to access to all information

related to the Services and costs associated with the Services, including access to PBMs Facilities,
records, contracts, medical records and agreements with subcontractors.

(d) In connection with the audit of retail, independent and mail order pharmacies performing Services,
PBM shall provide access to all requested information and agrees that any audit results shall be
reported to the Board as required, and at least annually.

PBM is required to return recovered overpayments in any way related to the HealthSelect Program to the
GBP.

Any ERS audits of PBM’s mail service operation, including a mail order pharmacy owned by PBM or its
affiliates, shall be conducted in accordance with established auditing standards by an independent Auditor
designated by ERS.

PBM agrees, both individually and on behalf of its subcontractors, that the Texas state auditor may conduct
an audit or investigation of PBM and its subcontractors in connection with PBM’s receipt of funds from the
state directly under the Contract or the subcontractor’s receipt of funds from the state indirectly through a
subcontract under the Contract. Under the direction of the legislative audit committee, an entity that is the
subject of an audit or investigation by the state auditor must provide the state auditor with access to any
information the state auditor reasonably and in good faith considers relevant to the investigation or audit.

To the extent that PBM’s agreements for Rebates, as defined in this Contract, are subject to confidentiality
agreements, any ERS audits of PBM’s Rebate agreements conducted pursuant to this Article will be
conducted by (a) a public accounting or auditing firm approved by ERS whose audit department is a separate
stand-alone business entity, or (b) any other qualified independent third party designated by ERS, and/or (c)
the Texas State Auditor (“Auditor”). The organization performing the audit must carry insurance for
professional malpractice of at least $1,000,000 per occurrence and $5,000,000 in the aggregate, unless such
Auditor is an agency of the state of Texas or unless the parties agree otherwise. Such audit will include only
those portions of any and all agreements as the Auditor reasonably determines is necessary to ensure PBM'’s
compliance with the Contract with respect to Rebates. The audit will be conducted as scheduled by
agreement of the parties after Auditor’s execution of a reasonable confidentiality agreement, the terms of
which are to be reasonably agreed upon by PBM and Auditor. This provision does not apply to other audits or
audits unrelated to such confidentiality agreements by and between PBM and any Rebate Payor.

PBM acknowledges and agrees that, notwithstanding any other provision in the Contract, nothing in PBM’s
Proposal or in the Clarifications in Exhibit “C” shall in any way limit or otherwise reduce ERS’ full and
complete right to audit and conduct compliance reviews of all aspects of PBM’s performance of the Services
and any other obligations related to this Contract, and this Article shall prevail in the event that there are any
conflicts among any of the Contract terms in this regard.

This entire Article shall survive any termination, expiration, renewal, extension or amendment of the
Contract.
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PBM acknowledges and agrees that it has not and shall not engage in any actions that are or could be
perceived to be a conflict of interest, appearance of impropriety or Prohibited Communication (as defined
below) in connection with the performance of its obligations under the Contract.

The intent of this Article is to ensure that ERS contracting decisions are made exclusively on the merits of the
business opportunity, and to ensure that all business decisions, recommendations and processes are free of
improper influence or the appearance thereof. Furthermore, in order to ensure that ERS’ RFP/Proposal
Process and contracting processes are transparent and that all persons or entities seeking to engage in
business with ERS are afforded the same opportunities, ERS requires all persons or entities to make the
following warranties and representations:

(2)

(b)

PBM warrants and represents that for a period of two (2) years prior to the Date of the
Contract, PBM and its Agents (which includes any person or entity who has n to advise,
consult or communicate with Public Servants (as defined below) on behalf of or to the benefit of
PBM or PBM’s Agents (whether or not PBM or PBM’s Agents sought the benefit)), have not
communicated with, caused or permitted any other person or entity to communicate with:

¢y any RFP Advisor (as defined below),

2 any member of the Board or the Investment Advisory Committee (“IAC),

3 ERS’ Executive Director or designee or other member of ERS executive management, or

@ any member, officer, or staff employee of any office of the executive or legislative
branches of the state of Texas (collectively referred to as “Public Servants”),

in any way related to the subject matter of this Contract or any other contract or program
administered by ERS; or that in any manner affects ERS’ administration of any existing or
prospective contract; or that attempts to facilitate and/or influence the obtaining of any contract,
rights, payment, or direct or indirect benefit in relation to the subject matter of this Contract. This
warranty and representation also applies if PBM or its Agents knew or should have known that any
of the foregoing occurred and did not stop or prevent the communication.

This warranty and representation does not apply to communications scheduled or approved by ERS
between PBM and/or (i) the Board, (ii) the IAC, (iii) ERS’ Executive Director or his designee and
other ERS executive management, (iv) RFP Advisor as part of the underlying RFP/Proposal
Process; or (V) related to Solution Sessions or similar meetings scheduled by ERS. It also does not
apply to communications with the Board, the IAC, or ERS’ Executive Director or his designee and
other ERS executive management, or RFP Advisor regarding matters related to any other contract
between PBM and ERS if such communications are expressly permitted under the relevant contract
or expressly authorized by ERS’ Executive Director or designee.

PBM further warrants and represents that throughout the Contract Term, any renewal or extension
thereof, and for a period of two (2) years following the Contract’s termination:

) PBM and its Agents (which includes any person or entity who has undertaken to advise,
consult or communicate with Public Servants on behalf of or to the benefit of PBM or
PBM’s Agents (whether or not PBM or PBM’s Agents sought the benefit)), have been
instructed and agree that, except as otherwise expressly permitted in the Contract or
expressly authorized by ERS’ Executive Director or designee, they are prohibited from any
Prohibited Communications (as defined below); and

2) Except as otherwise expressly permitted in the Contract or expressly authorized by ERS’
Executive Director or designee, PBM shall refrain from making, directly or indirectly, on
its own or through any person or entity, including any person or entity who undertakes to
advise, consult or communicate with Public Servants on behalf of or to the benefit of PBM
or PBM’s Agents (whether or not PBM or PBM’s Agents seeks the benefit), any Prohibited

Communications.
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“Prohibited Communications” specifically includes any communications to any member of the
Board or IAC, any officer or employee of ERS, or any Public Servants (including advising,
consulting or communicating with any Public Servants), or the RFP Advisor regarding (i) this
Contract; (ii), the subject matter of this Contract or any other contract or program administered by
ERS; (iii) anything that in any manner affects ERS’ administration of any existing or prospective
contract; or (iv) any attempt to facilitate and/or influence the obtaining of any contract, rights,
payment, or direct or indirect benefit in relation to the subject matter of this Contract.

PBM warrants and represents that it shall not recruit, retain or employ any RFP Advisor or ERS
personnel who have worked on projects relating to the subject matter of the Contract, or who have
had any influence on decisions affecting the subject matter of the Contract, throughout the Contract
Term and any renewal or extension thereof and for a period of two (2) years following termination
or expiration of the Contract.

(1) Moreover, PBM understands and acknowledges that the purpose of ERS’ retention of an
advisor to aid in the RFP development and subsequent selection of the PBM for the
Contract (“RFP Advisor”) is to receive wholly unbiased and objective advice from RFP
Advisor. PBM further warrants and represents that PBM and PBM’s officers, directors,
affiliates, subsidiaries, assigns, employees, subcontractors, independent contractors,
representatives and/or agents who in any manner have or will participate in the
performance of this Contract have been instructed and agree that they are prohibited from
seeking or accepting any offers to receive advice or consulting services from or from
receiving any services whatsoever, for consideration or not, from or on behalf of the RFP
Advisor selected by ERS. This prohibition shall continue throughout the Contract Term
and any renewal or extension thereof. Rudd & Wisdom, Inc. is the RFP Advisor in
connection with this Contract.

2 Unless specifically permitted to do so by ERS, PBM warrants and represents that it has not
and will not in any manner engage in Prohibited Communications or communicate with
RFP Advisor or any person or entity other than PBM’s officers, directors, affiliates,
subsidiaries, assigns, employees, subcontractors, independent contractors, representatives
and/or agents, regarding the Request for Proposal and any responses thereto, this Contract,
and PBM’s performance under the Contract and/or the RFP at any time following ERS’
issuance of the RFP through the award of the Contract to PBM.

PBM further warrants and represents that the information in the Proposal and Clarifications, if any,
was not knowingly disclosed prior to the award of the Contract, directly or indirectly, to any
competitor of PBM or any other person or entity engaged in a line of business competitive with
PBM’s during the procurement process for the RFP by PBM or PBM’s officers, directors, affiliates,
subsidiaries, assigns, employees, subcontractors, independent contractors, representatives and/or
Agents, including any person or entity who has undertaken to advise, consult or communicate with
Public Servants on behalf of or to the benefit of PBM or PBM’s Agents (whether or not PBM or
PBM’s Agents sought the benefit). No attempt has been made by PBM to induce any other vendor
to submit or not submit a proposal in connection with the RFP for any purpose.

PBM further warrants and represents that, except as otherwise expressly provided in the Contract, it
has neither directly nor indirectly given, offered to give, nor intends to give at any time prior to the
Contract’s Effective Date and thereafter, any economic opportunity, future employment, gift, loan,
gratuity, special discount, trip, favor, benefit, service, or other consideration to any of the Public
Servants, any person or entity who has undertaken to advise, consult or communicate with Public
Servants on behalf of or to the benefit of PBM or PBM’s Agents (whether or not PBM or PBM’s
Agents sought the benefit) or RFP Advisor in connection with the award and/or performance of the
Contract.

PBM warrants and represents that it has not in any manner, directly or indirectly, participated in the

preparation of the RFP.
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(2 PBM understands and acknowledges that, except for the receipt of insurance and retirement benefits
as a member of ERS, Public Servants, or any person ot entity who has undertaken to advise, consult
or communicate with Public Servants on behalf of or to the benefit of PBM or PBM’s Agents
(whether or not PBM or PBM’s Agents sought the benefit), or the RFP Advisor shall not have a
direct or indirect interest in the gains or profits of the Contract and may not receive any pay or
emolument for any service performed for the PBM. In the case that any Public Servant, any person
or entity who has undertaken to advise, consult or communicate with Public Servants on behalf of or
to the benefit of PBM or PBM’s Agents (whether or not PBM or PBM’s Agents sought the benefit),
or RFP Advisor receives any payment from PBM for (i) any services performed for PBM, (ii) being
awarded the Contract, or (iii) any gains or profits of the Contract, then ERS may terminate its
relationship with the PBM immediately and may pursue all rights and remedies available to ERS
under the Contract, at equity or pursuant to applicable statutory, regulatory and common law. Under
such circumstances, the PBM must, if so directed by ERS, complete any outstanding transactions as
soon as possible, and thereafter, fully comply with all duties and obligations that survive the
termination of the Contract.

(h) PBM warrants and represents that, as of the Effective Date of the Contract and to the best of its
knowledge and belief, there are no relevant facts or circumstances that could give rise to any actual
or perceived conflict of interest, appearance of impropriety or Prohibited Communication with
regard to the Contract. PBM warrants and represents that, if at any time after the Effective Date of
the Contract, PBM discovers or is made aware of an actual or perceived conflict of interest,
appearance of impropriety or Prohibited Communication that pre-existed the Contract’s Effective
Date or arose thereafter, PBM shall immediately disclose such interest, appearance or
communication in writing to ERS. In addition, PBM must promptly disclose any relationship that
might be perceived or represented as a conflict of interest after its discovery by PBM or by ERS as a
potential conflict. Such disclosure must include a description of the actions that PBM has taken or
proposes to take to cure, avoid or mitigate such conflicts.

PBM acknowledges that any violation of this Article may cause immediate and itreparable harm to ERS,
programs administered by ERS and/or the state of Texas and may violate state or federal laws and
regulations. If PBM or any of its Agents (which includes any person or entity who has undertaken to advise,
consult or communicate with Public Servants on behalf of or to the benefit of PBM or PBM’s Agents
(whether or not PBM or PBM’s Agents sought the benefit)) should engage in any actions or failures to act in
violation of this Article, ERS will immediately be entitled to injunctive relief and/or to pursue all rights and
remedies available to ERS under the Contract, at equity or pursuant to applicable statutory, regulatory, and
common law. PBM further agrees, understands and acknowledges that ERS may disqualify PBM from
participating in the RFP/Proposal Process or terminate the Contract immediately if ERS obtains information
reflecting that PBM is not able to in good faith make any of the warranties and representations in this Article
or ERS subsequently learns of any violation of this Article.

PBM agrees that in addition to any other rights and remedies ERS may have as a result of a violation of this
Article of the Contract, ERS may, for the purpose of rectifying and preventing other actual or potential
conflicts of interest, appearances of impropriety or Prohibited Communications, provide notice of the
violation to any person or entity, including, but not limited to, all state agencies, departments, commissions,
state institutions of higher learning or other governmental or law enforcement entities of the state of Texas
and all officers, members and staff of any office in the legislative and executive branches of the state of
Texas. PBM agrees that ERS, any Public Servants, the state of Texas, any person or entity notified by ERS,
and any other persons or entities will not be liable to PBM or to PBM’s Agents (which includes any person or
entity who has undertaken to advise, consult or communicate with Public Servants on behalf of or to the
benefit of PBM or PBM’s Agents (whether or not PBM or PBM’s Agents sought the benefit)) in any respect
in connection with such notification. PBM acknowledges and understands that ERS may also determine, in
its sole discretion, that as a result of PBM’S violation of this Article, PBM shall not be eligible to (a) be
considered for this RFP/Proposal Process or Contract, (b) participate in any future RFP or similar bidding
opportunities, or (c) otherwise be eligible to engage in business with ERS for any period of time as
determined by ERS.
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PBM acknowledges, understands and agrees that any findings, interpretations and decisions in connection
with this Article shall be made by ERS, in its sole discretion, regarding the existence of any actual or
perceived conflicts of interest, appearance of impropriety, Prohibited Communications or any violation of
this Article, and PBM agrees, warrants and represents that it shall abide by ERS’ decision without any right to
appeal, protest or seek any legal redress related to ERS’ determination.

This entire Article shall survive any termination, expiration, renewal, extension or amendment of the
Contract.

PBM warrants and represents that PBM and any officer, director, principal, employee, agent, affiliate,
subsidiary, representative, assign and/or successor of PBM shall not, and that PBM shall instruct its
independent contractors and subcontractors, if any, that they shall not, for any purpose, including, but not
limited to, the purpose of soliciting or marketing products to Participants, use, sell, assign, convey, provide or
otherwise disseminate, copy, make available or otherwise distribute to any person or entity, other than to ERS
or to a person or entity designated by ERS, any information regarding ERS or the Participant, including, but
not limited to, any list of Participants, information regarding eligible or covered employees and dependents,
confidential information, claims-related information or other Participant data, whether individual or
aggregated, any PHI, or any identifiable personal information, without the prior express written consent of
ERS’ authorized representative, and except as is absolutely necessary for PBM to perform its obligations
under the Contract or as required by law. Nothing in this provision restricts PBM’s ability to offer benefits
and services to Texas residents as part of PBM’s normal business activities as long as neither PBM nor any of
its Agents solicits Participants knowingly or intentionally, or utilizes any Participants’ data or confidential
information or any other information obtained directly or indirectly as a result of, or in connection with,
PBM’s relationship with ERS and PBM’s obligations arising under the Contract.

This entire Article shall survive any termination, expiration, renewal, extension or amendment of the
Contract.

By entering into this Contract, PBM certifies and ensures that it utilizes and will continue to utilize, for the
Contract Term, the U.S. Department of Homeland Security’s E-Verify system, or another similar system as
approved by ERS, in accordance with that system’s established rules and requirements, to determine the
eligibility of: (1) All persons employed to perform duties within Texas, during the Contract Term; and (2)
All persons (including subcontractors) assigned by PBM to perform work pursuant to the Contract, within the
United States of America.

PBM shall provide, if ERS determines that it should so request, an electronic or hardcopy screenshot of the
confirmation or tentative non-confirmation screen containing the E-Verify case verification number for
attachment to the Form I-9 for the three most recent hires that match the criteria above, by PBM, and PBM’s
subcontractors, as proof that this provision is being followed. If PBM does not utilize the E-Verify system,
the PBM shall provide (at PBM’s own expense) to ERS, if ERS determines that it should so request, another
form of eligibility verification for the three most recent hires of PBM and PBM’s subcontractors.

If the certification at Section 17.1 is falsely made, the Contract may be immediately terminated, at the
discretion of ERS and at no fault to ERS, with no prior notification. PBM shall also be responsible for the
costs of any re-solicitation that ERS must undertake to replace the terminated Contract, if applicable.

In addition to any requirements elsewhere in the Contract, PBM shall defend, with counsel selected by
ERS in consultation with the Office of the Attorney General of Texas, indemnify, save and hold
harmless ERS, its past, present and future officers, directors, trustees, and employees, HealthSelect,
the GBP, and the state of Texas and its past, present and future officers, employees, agents and
representatives (each an “Indemnified Party”) from and against any and all claims, damages, losses,
causes of action of whatever kind or nature,
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19.1

but not limited to, reasonable attorneys’ and experts’ fees and costs, arising from or related to any acts
or omissions of PBM and/or PBM’s Agents. This includes, but is not limited to, any and all such
damages resulting or alleged to result from:

(a) the refusal or inability of the PBM, its Agents and Providers arising or resulting from, in
connection with, or related to their acts or omissions under the Contract; and/or

(b) the refusal or inability of PBM and/or any Provider or any of them to perform, deliver or
provide Services, coverages, Equipment, benefits, products or supplies in connection with the
Contract or the EOC as it relates to the EGWP PDP; and/or

() the negligent provision or omission of such Services, coverages, benefits, Equipment, supplies
or products by PBM and/or its Agents or any Provider or any of them in connection with the
Contract or the EQC as it relates to the EGWP PDP; and/or

(@) any failure, refusal, inability or negligence of PBM and/or any Provider or any of them in
meeting or complying with any and all obligations under the Contract or to perform, deliver
or provide any Services, benefits, coverages, Equipment, supplies or products required by
this Contract or by the EOC as it relates to the EGWP PDP; and/or

(e) PBM’s and/or its Agents’ actions and/or omissions in connection with the RFP/Proposal
Process, and/or the management, contracting, credentialing or re-credentialing of the
Network, Providers or administration of the EGWP PDP; and/or

® Any and all claims or causes of action asserted against an Indemnified Party arising from or
related to Services rendered by PBM and/or its Agents and/or any Provider or any of them in
connection with this Contract.

This indemnification will not apply to any judgment or award if the court or agency making the award
determines that the liability underlying the judgment or award was caused solely by the gross
negligence, fraud, or criminal misconduct of ERS, its officers, trustees, employees or representatives.

PBM shall maintain, during the Contract Term, and any amendment, renewal or extension thereof,
fidelity and liability insurance coverage with limits of not less than $10,000,000 per occurrence and in
the aggregate per policy year, with excess or umbrella liability coverage in an amount not less than
$10,000,000 per policy year that shall apply to PBM’s obligations under the Contract. To this end,
attached hereto as Exhibit “G” and incorporated herein for all purposes as if restated in full, are
copies of all applicable declarations pages representing PBM’s liability and fidelity insurance
coverage in connection with PBM’s performance under the Contract. Evidence that such coverage is
being maintained during the primary term or any renewal of the Contract Term shall be furnished to
ERS upon the anniversary date of the policies reflected in Exhibit “G” and otherwise promptly upon
ERS’ request. Such insurance coverage shall be in addition to PBM’s indemnification obligations as
provided herein.

ERS agrees to provide PBM with reasonable notice, in accordance with Article 30 herein, of any claim
or cause of action of which it has knowledge and which ERS reasonably believes may be subject to this
Indemnification provision.

This entire Article shall survive any termination, expiration, renewal, extension or amendment of the
Contract.

PBM warrants and represents that it has a tested and proven written disaster recovery plan in place that
provides for the recovery of PBM’s electronic data and data processing equipment which assures that the data
processing system will be operational and such data will be accessible within twenty-four (24) hours after a
natural disaster, or any other business interruptio
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20.1

20.2

20.3

204

PBM agrees to exercise reasonable care and prudence to provide all legally required and any other
appropriate security measures for the purpose of preventing the transmission of viruses, worms, spyware,
and/or Trojan horses, and for protecting ERS’ information, confidential or otherwise, and for protecting ERS
from losses caused by the alteration, damage or erasure of electronic data related to this Contract.

PBM further agrees to deliver, on an annual basis, a summary of its disaster recovery plan and its test results
to ERS. These should include, but not be limited to (a) the master plans plus a description of the changes from
the previous year’s plans, if any; and (b) the exercise results conducted within the last twelve months of the
recovery and business continuity tests referencing the adequacy of its disaster recovery and business
continuity plans. If these are a part of a SSAE16 SOCI report, ERS is hereby requesting the portions of the
report that refer to the normal, annual disaster recovery and business and continuity tests, plus copies of the
service auditor’s report. PBM further agrees to be available for reasonable inquiry by ERS of the disaster
recovery plan.

This entire Article shall survive any termination, expiration, renewal, extension or amendment of the
Contract.

ta

If the Service Period does not begin immediately upon execution of the Contract, then PBM agrees that it will
maintain appropriate, sufficient and qualified staff, technical capabilities and resources to provide the
Services to ERS upon the inception of the Service Period. PBM further agrees that it will not permit any
current or prospective business, projects or other matters to interfere in any manner with the smooth and
timely transition from ERS’ existing Services provider to PBM. Furthermore, PBM understands and agrees
that time is of the essence in the performance of the Contract and in the transition from ERS’ existing
Services provider to PBM.

Upon request by ERS for any reason, or upon termination or expiration of the Contract, PBM agrees to
coordinate and cooperate with ERS and any entity providing all or part of the Services to ERS following such
termination (as designated in writing by ERS, the “Successor Firm”) in the transition of responsibilities and
obligations under the Contract (the “Transition™) to the Successor Firm. Such cooperation shall include
making PBM personnel available to answer questions relating to the Services or the Transition and providing
other assistance as reasonably requested by ERS or the Successor Firm. Upon termination or expiration of
the Contract, or upon request by ERS or its designee, PBM shall promptly, in good faith, and with the
standard of care required under the Contract, assign, transfer and/or deliver the ERS-related records and data
in its possession to ERS and/or the Successor Firm. The records and data shall be provided to ERS and/or the
Successor Firm in the format contemplated by Section 20.3 below in a duly organized manner, as they are
kept in the ordinary course of business. Any coordination and cooperation provided by PBM pursuant to this
Section 20.2 shall be provided without any additional cost or expense to ERS or any Successor Firm.

PBM hereby acknowledges that the intent of Section 20.2 above is to provide for the smooth and orderly
transition from PBM to ERS or a Successor Firm, and PBM will use all reasonable efforts in good faith to
prepare and provide for such smooth and orderly transition. In furtherance thereof (and not as a limitation of
PBM'’s obligations under the prior sentence), PBM hereby represents and warrants to ERS that during the
Contract Term, PBM will maintain all records and data relating to the Services in a format that can be read,
accessed and used by ERS and/or any Successor Firm during the Contract Term and following the Transition,
without any requirement for ERS or such Successor Firm to utilize any specialized software or take any other
action. PBM shall permit ERS to audit its compliance with this Section 20.3 upon reasonable notice at no
additional cost to ERS.

This entire Article shall survive any termination, expiration, renewal, extension or amendment of the
Contract.
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23.2

23.3

234

23.5

23.6

23.7

Beneficiaries
Except as otherwise provided in the Contract, a person or entity that is not a party to the Contract shall have
no right to enforce any provision of the Contract.

PBM shall not assign, or otherwise attempt to transfer or convey the Contract or any of its rights, title,
interests and/or obligations hereunder or delegate any of its duties or obligations hereunder to any person or
entity without the prior express written consent of ERS’ Executive Director. A Change of Control, as defined

her 11 be deemed an assignment. Any assignment or dele without such consent shall
be e at ERS’ option, and ERS may the Contract imme and pursue all rights and
remedies available to ERS under the Contract, at equity or pursuant to e statutory, re and
common law. A “Change of Control’ shall include (a) any merger, ¢ on, or sale or e of

capital stock or equity interests in which the owners of the capital stock or equity interests of PBM
immediately prior to the transaction have less than 50% of the outstanding capital stock or equity interests of
the surviving entity immediately after the transaction, or (b) a sale, lease, exchange or other transfer of all or
substantially all the assets of PBM. Notwithstanding and without waiving the foregoing, any assignee of or
legal successor in interest to PBM shall assume and retain all of the obligations of PBM to ERS and the state
of Texas as provided under the Contract, as if the same had been expressly entered into by or wholly
conveyed to the assignee or successor in interest upon ERS’ written agreement to such assignment.

This Article shall survive any termination, expiration, renewal, extension or amendment of the Contract.

In addition to any other contractual obligations that PBM has with regard to confidential information and to
otherwise maintain the confidentiality of Participants’ and ERS’ information, PBM warrants and represents
that it shall comply with the terms of HIPAA, the Health Information Technology for Economic and Clinical
Health Act (“HITECH”) and the HIPAA Privacy Rule to the extent applicable, and any other applicable
federal and state laws and regulations regarding privacy, security and the disclosure of confidential or
protected health information (“PHI”), as PHI is defined in the HIPAA Privacy Rule.

PBM agrees to cooperate with ERS in complying with the requirements of HIPAA and HITECH.

PBM warrants and represents that it shall comply with all obligations HIPAA and HITECH impose on
“Covered Entities” (as defined by the HIPAA Privacy Rule) in connection with its performance under the
Contract.

PBM is a “Covered Entity” under the HIPAA Privacy Rule. PBM agrees to enter into a Business Associate
Agreement with ERS that complies with the requirements of HIPAA, the HIPAA Privacy Rule and HITECH
and will require any subcontractors or agent handling PHI to comply with the terms of the Business Associate
Agreement, which is attached hereto as Exhibit “F” and fully incorporated herein as if restated in full.

PBM warrants and represents that it shall comply with all requirements of Exhibit “H,” Data Security and
Breach Notification Agreement, which is attached hereto and incorporated herein for all purposes as if
restated in full. In addition, if PBM subcontracts with any other person or entity for processing or in any
manner handling, accessing or review ERS data, then PBM warrants and represents that it shall ensure that
such party agrees to adhere to the provisions of the Data Security and Breach Notification Agreement. PBM
specifically assumes all liability for ensuring that its affiliates, subsidiaries, representatives, officers,
directors, principals, employees, agents, assigns, and any subcontractors and independent contractors abide
by the Data Security and Breach Notification Agreement and shall, in any event, be liable for performance of
any Services related to the Contract, including any Services performed by subcontractors.

PBM shall utilize an alternate identification number for ERS Participants rather than social security numbers.
PBM hereby assigns to ERS any and all present or future claims as may be required by applicable law

associated with this Contract that arise under the antitrust laws of the United States, 15 U.S.C.A. §§ 1 et seq.
(1973) (“U.S. Antitrust Laws”), as may be applicabl
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23.8

23.9

241

25.1

Texas, Texas Business and Commerce Code Ann. §§ 15.01 et seq. (West Supp. 2014) (“Texas Antitrust
Laws”), as may be applicable.

PBM warrants and represents that neither PBM nor its Agents has violated the U.S. Antitrust Laws or the
Texas Antitrust Laws.

This entire Article shall survive any termination, expiration, renewal, extension or amendment of the
Contract.

As applicable, PBM must ensure the products procured by ERS under this Contract (as further defined at
Article 31.1), if any, comply with the state of Texas Accessibility requirements for Electronic and
Information Resources specified in 1 Texas Administrative Code Chapter 213.

In accordance with Texas Government Code § 2155.4441, if products and/or materials are used in the
performance of the service work, Contractor shall use commercially reasonable efforts to purchase Texas
products and/or materials when they are available at a comparable price, quality and delivery schedule.

Article 26. ERS Premises

26.1

26.2

26.3

27.1

272

27.3

274

27.5

Security. When on ERS’ premises, PBM agrees to comply with ERS’ security requirements for contractors
and subcontractors.

Parking Access. Parking at ERS may be provided in accordance with ERS’ policies and procedures for
contractors and subcontractors.

. ERS is committed to maintaining an alcohol-free,
drug-free and smoke-free workplace. ERS prohibits PBM’s employees from the use of any tobacco products
or possession, use, or being under the influence of alcohol or controlled substances while on ERS’ premises.

PBM warrants and represents that it shall comply with each aspect, requirement, specification, or obligation
set forth in the additional documents incorporated herein by reference, regardless of whether or not
specifically addressed herein. PBM certifies that it shall not violate the federal anti-kickback statute, set forth
at 42 U.S.C. § 1320a-7b(b) (“Anti-Kickback Statute”), or the federal “Stark Law,” set forth at 42 U.S.C. §
1395nn (“Stark Law”), with respect to the performance of its obligations under this Contract.

PBM acknowledges that all of its representations and warranties contained in any part of the Contract are
material and have been relied upon by ERS in selecting and continuing to contract with PBM to provide the
Services and in entering into the Contract with PBM. PBM shall promptly notify ERS in the event that at any
time any representations and warranties provided herein are no longer true and correct.

PBM warrants and represents that it shall comply with all aspects of the Contract and all applicable laws and
regulations, both state and federal, and requirements of any organization or entity with any oversight
authority over PBM throughout the entire Contract Term and any extension, amendment or renewal thereof.

In accordance with Texas Family Code Ann. § 231.006, (West 2014), relating to delinquent child support
obligations, PBM certifies that it is eligible to receive payments in connection with the Contract and
acknowledges that, in addition to other remedies available to ERS, the Contract may be terminated
immediately and any such payments withheld if this certification is inaccurate.

PBM warrants and represents that it shall instruct its Agents that they must comply with all applicable Texas
and federal laws and regulations and with all requirements of any organization or entity with any oversight
authority over PBM or Agents in connection with the performance of the Contract throughout the entire
Contract Term and any extension, amendment or renewal thereof.
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27.6

27.7

27.8

27.9

27.10

PBM warrants and represents that it and to the best of PBM’s knowledge its Agents are presently in
compliance with all existing state and federal laws and regulations, a violation of which would or could
materially adversely affect its ability to fulfill its obligations and undertakings set forth in the Contract.

Neither PBM nor to the best of PBM’s knowledge, any Agent of PBM is subject to any present or past civil or
criminal litigation, administrative proceeding, inquiry or investigation of or before any court, administrative
or regulatory body which could affect ERS and/or could have a material adverse effect on PBM or its ability
to discharge its responsibilities under the Contract, or could otherwise be detrimental to ERS’ interests nor, to
its knowledge, is any such litigation, proceeding, inquiry or investigation presently threatened against any of
them or their property.

PBM further warrants and represents that:

(a) except as otherwise described in the Proposal, neither PBM nor any of its affiliates, subsidiaries,
employees, principals, directors or officers, nor, to its knowledge, PBM’s agents, assigns,
representatives, nor, to its knowledge, PBM’s independent contractors, and/or subcontractors who
are involved, either directly or indirectly, in PBM’s performance of the Contract, are or may, at the
time such parties become involved, be the subject(s) of any inquiry, investigation, or prosecution by
any state or federal regulatory or law enforcement authority, including, but not limited to, such
actions by the United States Department of Justice or the offices of any state’s attorney general, the
U.S. Department of Labor, the Securities and Exchange Commission, the U.S. Department of
Health and Human Services, the Centers for Medicare and Medicaid Services, or any self-regulatory
organization with oversight authority over PBM or such parties concerning any violation of state or
federal statutes, Rules, regulations or other laws.

®) With respect to the specific matters disclosed to ERS in its Proposal, PBM warrants and represents
that, after using its best efforts and following diligent inquiry, it bas determined that none of these
matters shall prevent PBM from complying with and satisfying its responsibilities, duties,
obligations, warranties and representations, including, but not limited to, its indemnification
obligations, all as required by the Contract.

(c) PBM understands and agrees that, it shall have an ongoing duty, beginning on the date PBM
responded to the Proposal and continuing throughout the Contract Term, as it may be amended
and/or extended, to promptly disclose to ERS, as soon as such disclosure is not prohibited by federal
law, all matters covered by this Article which may arise after the date PBM submitted its Proposal to
ERS, and, in the case of PBM’s independent contractors and subcontractors, of which it attains
actual knowledge.

Notwithstanding any other provision of this Contract, PBM warrants and represents that none of the
individuals who are or will be assigned to the ERS account, including but not limited to, account
representatives, implementation team, transition team, and/or senior PBM representatives with oversight
over PBM’s performance of this Contract, are subject to any civil or criminal litigation, administrative
proceeding, inquiry or investigation of or before any court, administrative or regulatory body, involving or in
any way related to fraud, misrepresentation, moral turpitude, or other similar malfeasance. PBM shall
immediately notify ERS if this warranty and representation ceases to be correct with respect to any such
individual, and PBM acknowledges that such persons shall then be subject to removal from ERS’ account as
provided in Article 8.2 of this Contract.

Under Texas Government Code Ann. § 403.055 (West 2013) and Texas Government Code Ann. §§ 2155.004
and 2155.006 (West 2008), PBM certifies that it is eligible to receive the Contract, it acknowledges that the
Contract may be terminated and payment withheld if this certification is inaccurate, and in the event PBM is
indebted to ERS or the state of Texas or delinquent in paying any taxes owed the state of Texas at the time the
Contract is entered into, PBM agrees that any payment owed to PBM under the Contract shall first be applied
towards such debt or delinquent taxes until the debt or delinquent taxes are paid in full. PBM warrants and
represents that at the time it entered into the Contract, PBM was not indebted to ERS or the state of Texas or
delinquent in paying any taxes owed the state of Texas.
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27.11

27.12

27.13

27.14

27.15

27.16

27.17

27.18

27.19

PBM warrants and represents that it has full power and authority to enter into the Contract, and that the
Contract has been duly authorized, executed and delivered by PBM’s authorized representative on behalf of
PBM and constitutes a valid, binding, and legally enforceable agreement of PBM.

PBM warrants and represents that it and its Agents are in good standing with the state of Texas and all its
political subdivisions, departments and agencies.

PBM warrants and represents that it has and shall maintain the capability to adequately carry out any
record-keeping and reporting requirements as set forth in the Contract.

PBM warrants and represents that it has adequate financial capital and security to fully indemnify the
Indemnified Parties, as provided herein, should same be necessary.

PBM warrants and represents that in selecting subcontractors to provide Services in connection with the
Contract, PBM has exercised its best efforts to ensure that all of PBM’s representations and warranties in the
Contract pertaining to such subcontractors are true and correct, and that PBM and each subcontractor has the
commitment, , resources, security, and competence reasonably necessary to perform a

and obligatio to the Contract in a good and workmanlike manner in accordance with
professional standards and the standard of care required by the Contract. PBM further warrants and
represents that it shall exercise the same best efforts in selecting any additional subcontractors, who may
perform future services relating to the Contract. PBM shall advise each of its past, present or future
subcontractors that said subcontractors shall not be entitled to any benefits or consideration from ERS in
connection with the Contract. Furthermore, PBM is solely responsible for all Contract Services required to
be performed to carry out the terms of the Contract, and PBM specifically assumes all liability for any and all
such Services provided by subcontractors, if any.

PBM warrants and represents that all statements and representations made by PBM and/or its Agents to ERS
during the RFP/Proposal Process, in the Contract, in connection with the negotiation of the Contract as well
as those contained within all documents incorporated into the Contract by reference are, to the best of PBM’s
knowledge, true and correct as of the effective date of the Contract. PBM understands and acknowledges that
these statements and representations are material and have been relied upon by ERS and/or ERS’ Board in
selecting PBM to provide the Services.

PBM warrants and represents that it shall promptly notify ERS in the event that at any time any
representations and warranties provided in the Contract are no longer true and correct. PBM acknowledges
that all of its representations and warranties contained in any part of the Contract are material and have been
relied upon by ERS in selecting and continuing to contract with PBM to provide the Services and in entering
into the Contract with PBM.

PBM warrants and represents that it has a current net worth of at least $50 million (FIFTY MILLION
DOLLARS), and that it has and shall maintain at least $30 million (THIRTY MILLION DOLLARS) of cash
and cash equivalents available throughout the Contract Term in connection with its performance of the
Contract.

PBM warrants and represents that none of the Services to be performed pursuant to this Contract by PBM
(including, for the avoidance of doubt, any other entity) shall be outsourced or performed, nor shall any
records or information made available to PBM by ERS or any of its Participants under this Contract be made
available or accessible to or viewed by any person or entity (including any Agent of PBM), in any fashion, at
any location outside the fifty (50) states of the United States of America. Access to information for purposes
of this requirement occurs whenever it is possible to view information or data covered by this provision from
outside the U.S., whether or not the information or data is actually sent out of the U.S. or is capable of being
viewed by someone outside the U.S.. PBM’s breach of this provision shall subject PBM to liquidated
damages in the full amount provided in Section 9.7 for each and every Participant record involved in any
violation of this Article as well as all other remedies available to ERS under the Contract, at equity or
pursuant to applicable statutory, regulatory and common law.
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27.20

27.21

27.22

28.1

28.2

283

29.1

PBM warrants and represents that it shall comply with each aspect, requirement, specification or obligation
set forth in the RFP, as amended or modified as accepted by ERS, regardless of whether or not it is
specificaily addressed herein.

PBM warrants and represents that it, and its Agents, to the best of PBM’s knowledge, are presently in
compliance with all existing state and federal laws and regulations, a violation of which would or could affect
ERS and/or would or could materially adversely affect PBM’s ability to fulfill its obligations and
undertakings set forth in the Contract.

This entire Article shall survive any termination, expiration, renewal, extension or amendment of the
Contract.

PBM acknowledges and agrees to the terms set forth herein, and in all Exhibits hereto.

PBM understands and acknowledges that it may be necessary for ERS to make changes affecting the EGWP
PDP during the Contract Term, and the parties hereto understand that, in accordance with the terms of this
Contract, they shall in good faith undertake to execute any necessary contract amendments to effectuate such
changes. To this end, PBM agrees that any Services, coverages, Equipment, benefits, products or supplies to
be performed, delivered or provided under this Contract by PBM, described and offered to ERS in PBM’s
Proposal, and included in the PBM Fee Schedule, whether or not accepted by ERS at the time the Contract
was executed, shall remain valid and available for acceptance by ERS throughout the Contract Term.

PBM warrants and represents that if during the Contract Term, PBM enters into any agreement with any
other governmental customer, or any commercial customer not affiliated with PBM, of a similar size or
smaller, by which PBM agrees to perform, deliver or provide similar Services, coverages, benefits, supplies
or products that PBM is providing in accordance with this Contract for the following: lower administrative
fees, lower compensation, more generous discounts, more generous Rebates, or more generous financial
incentives or terms, then this Contract, at ERS’ sole option, shall be amended to accord equivalent financial
or benefit advantage to ERS and the GBP Participants. PBM further warrants and represents that it shall
notify ERS promptly, pursuant to Article 30 of this Contract, in the event it enters into any such agreement
containing any one or more of the above matters, and PBM shall provide ERS with the applicable terms of
such agreement.

PBM agrees and acknowledges that time is of the essence in the performance of this Contract and in assuring
a smooth, timely, efficient and effective implementation of PBM’s administration of the Prescription Drug
Plan in accordance with the Contract. To this end, PBM agrees to the following:

(a) The period of time beginning on the date ERS notifies PBM that it has executed the Contract
following the Board’s selection of PBM, and up to January 1, 2017, shall be known as the
“Implementation Period.”

b) PBM warrants and represents that it shall be ready, willing and able to fully, completely and
competently provide administrative and prescription benefit management Services, coverages,
Equipment, benefits, supplies, and products to and on behalf of the HealthSelect Participants, in
accordance with the Contract, beginning no later than January 1, 2017 (“EGWP PDP Program
Implementation”).

(c) Following selection of the PBM by the Board and upon ERS’ execution of the Contract, PBM shall
staff an implementation team (“Implementation Team™), name a Project Manager and begin
implementation of its obligations under the Contract in accordance with the implementation plan
PBM submitted in its Proposal (“Implementation Plan”). Attached hereto as Exhibit “I” and
incorporated herein for all purposes as if restated in full is PBM’s Implementation Plan. The names,
positions and qualifications of the Implementation Team and Project Manager shall be
communicated to ERS no later than ten (10) days following Board of PBM.
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(e)

The Project Manager shall serve as ERS’ primary contact throughout the Implementation Period,
shall have the legal authority to make binding decisions for PBM, and must be readily accessible to
ERS seven (7) days a week and twenty-four (24) hours per day during the Implementation Period.
The Implementation Team and Project Manager must be acceptable to ERS, and ERS reserves the
right to require that any or all of the Implementation Team and Project Manager be replaced with
individuals acceptable to ERS.

During the Implementation Period, PBM warrants, and represents the following:

(i) It shall maintain appropriate, sufficient and qualified staff, technical capabilities
and resources that are fully and solely devoted to the EGWP PDP implementation
in a manner that is satisfactory to ERS.

(ii) It shall not permit any current or prospective business, projects or other matters to
interfere in any manner with the smooth, timely, efficient and effective
implementation of the EGWP PDP,

(iii) PBM acknowledges and agrees that the EGWP PDP, GBP, HealthSelect, its
Participants, ERS and the state of Texas will suffer irreparable harm if the EGWP
PDP Implementation is not completed on or before December 1, 2016.

@iv) To the extent the Liquidated Damages and/or Performance Guarantee provisions
of this Contract require prior notice, PBM hereby waives such prior notice during

er

it

, an

the Implementation Period without any cure period available to PBM.

2

W) ERS may y assess PBM any L or
Performan es, witho notice, in the or

to perform, or is np , or if it reasonably appears that

11 fail, refuse or to or perform any aspect of this

Contract in connection with the EGWP PDP implementation.

Article 30. Notice
30.1 Any notice or report to be given pursuant to this Contract shall be delivered by certified mail, first class

postage prepaid, with a copy by email, to:

(a)

(®)

PBM at:

1250 S. Capitol of Texas Hwy., Suite 360

Austin, Texas 78746

Phone: (512) 252-3846-Office / (512) 745-9361-Mobile
Email:

Attn:  Kimberly R. McLeod, Account Vice President

ERS at:

Employees Retirement System of Texas
P.O. Box 13207

Austin, Texas 78711-3207

Attn: Porter Wilson, Executive Director
Email:

cc: Paula A. Jones, Deputy Executive Director and General Counsel
Email: s
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31.2
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314

Either party may waive the requirement for a particular notice or report to be delivered via certified mail and
instead accept it solely by email. Further, either party may change its notice information by sending written
notice of such change to the other party in the manner set forth above, without any requirement to amend this
Contract.

This Contractual Agreement (the “Contract”) includes all exhibits attached hereto and described herein,
except to the extent any term or provision of such exhibit may conflict with or is inconsistent with the
Contract or the RFP and ERS has not accepted such conflicting terms or inconsistent provisions, in
accordance with the Contract, and all such exhibits are incorporated herein by reference for all purposes as if
restated in full. Such exhibits include, but are not limited to, the RFP and its attachments; the Proposal and its
attachments (to the extent there is no conflict with this Contractual Agreement) and any Clarifications agreed
to in writing by ERS and accepted by ERS; the rates, fees, Performance Guarantees, reimbursements, and
related costs and compensation presented to and accepted interrogatories in the RFP and any
responses thereto in the Proposal; and all other exhibits to t identified herein and incorporated
herein by reference throughout this document for all purposes as if restated in full, shall collectively be
referred to as and shall constitute the entire Contract between ERS and PBM.

Each of the parties warrants and represents that the Contract and the documents identified herein as part of
the Contract constitute a valid and binding agreement enforceable against each party in accordance with their
terms. Further, except as otherwise expressly stated in the Contract, the documents identified in this Contract
embody the entire agreement between the parties and no other agreement or understanding between the
parties, their agents or employees, oral or otherwise, will constitute a part of the Contract, will be binding
upon the parties, or will be effective to interpret, change, restrict, or otherwise modify the provisions of the
Contract, and any such other prior agreements, statements, or understandings between the parties, their
agents, representatives or employees, oral or otherwise, are hereby superseded. ERS and PBM agree that the
Contract, including the component parts described herein and within each document, shall govern the
responsibilities and obligations of the parties to the Contract.

PBM acknowledges and agrees that its statements and representations to ERS during the RFP/Proposal
Process and in the Contract are material and have been relied upon by ERS and/or the Board in selecting
PBM to provide the Services described in the Contract. PBM further warrants and represents that throughout
the entire Contract Term and any renewal, amendment or extension thereof, that it has a continuing duty to
immediately notify ERS in the event any statements or representations made to ERS or any information
contained in the Contract or any of its component parts are no longer true, correct or complete or may
otherwise be misleading, and PBM must immediately provide ERS with the applicable true, correct or
complete information.

The parties acknowledge and agree that if it is determined that there is an inherent or implied conflict among
the Contract and any component parts thereof, then the following shall be the order of priority of the
documents described herein, with the first document in the list being the ultimate authority to the extent
necessary to resolve any conflicts, ambiguities or inconsistencies between them, and then descending down
the Iist that follows, but silence on any matter in a higher order document shall not negate, change, avoid,
modify, or prevail over the provisions of a lower order document as to that matter:

(a) This Contractual Agreement, as executed by authorized representatives of the parties hereto;

(b) The Business Associate Agreement (Exhibit “F”),

(©) The Data Security and Breach Notification Agreement (Exhibit “H”);

d The Fee Schedule (Exhibit “D”);

(e) Performance Guarantees (Exhibit “E”);

® The Clarifications (Exhibit “C”),
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31.5

31.6

31.7

32.1

32.2

33.1

(® Implementation Plan (Exhibit “I”");
(h) The RFP (Exhibit “A”); and
@) The Proposal (Exhibit “ B”).

The invalidity, illegality, or unenforceability of any provision of the Contract shall in no way affect the
validity, legality, or enforceability of any other provision, and if any court of competent jurisdiction shall
determine that any provision, term or part of the Contract is void, unlawful, or unenforceable for any reason,
that portion shall be severed and the remainder of the Contract shall remain valid and enforceable and shall be
construed as if the severed provisions had never been included in the Contract. Toward this end, the
provisions of the Contract are specifically declared to be severable, so that any one provision may be
enforced without enforcement of any other.

The waiver of any particular provision by either party shall not constitute a waiver of any other provision. No
waiver shall be valid unless the same is reduced to writing and executed by all parties. Furthermore, a breach
of any provision of the Contract shall not constitute a waiver of any remedies available, whether at law,
equity or under the Contract, for any subsequent breach of that provision or a breach of any provision hereof.
Failure of either party to enforce at any time or from time to time any provision of the Contract shall not be
construed as a waiver thereof.

This entire Article shall survive any termination, expiration, renewal, extension or amendment of the
Contract.

The Contract may be executed in multiple counterparts, each of which shall be deemed an original, but all of
which taken together shall be deemed to be but one and the same instrument.

The Contract and the documents incorporated by reference therein and any modifications, waivers, or
amendments thereto may be executed and delivered by facsimile or electronic mail, and such facsimile or
electronic mail delivery shall constitute the final agreement of the parties and conclusive proof of such
agreement. Original signatures may be provided to the parties thereafter.

PBM warrants and represents that it has full power and authority to enter into the Contract, and that the
Contract has been duly authorized, executed and delivered by PBM’s authorized representative on behalf of
PBM and constitutes a valid, binding, and legally enforceable agreement of PBM. Attached hereto and
incorporated herein for all purposes as Exhibit “J” is PBM’s Incumbency Certificate setting forth the true
signature of each person authorized by PBM to sign any binding legal documentation on behalf of PBM,
referred to herein as the “authorized representative” of PBM which Exhibit “J”” may be amended from time to
time by PBM, such amendment to be effective when furnished to ERS.

Article 34. List of Exhibits

34.1 The following exhibits are attached to this Contract and incorporated herein for all purposes as specified in
Article 31 herein:

Exhibit No. Exhibit Description

Exhibit A The RFP

Exhibit B The

Exhibit C Clarifications

Exhibit D Fee Schedule

Exhibit E Performance Guarantees

Exhibit F Business Associate

Exhibit G Declaration from Insurance Policies

Exhibit H Data and Breach Notification
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Exhibit I

Implementation Plan

Exhibit J

Incumbency Certificate
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IN WITNESS WHEREOF, ERS and PBM, as the two signatories to the Contract, have memorialized this
agreement by executing the Contract to be fully effective upon the Effective Date.

PBM EMPLOYEES RETIREMENT SYSTEM
: OF TEXAS W//’é‘/

Printed Name: .3- ohn S. M Printed Nan;é: Porter Wilson

Title: Se. &5;‘. och Ale Goﬁe,ny\ Coo N Je‘ Title: Executive Director

Date: MA# \L, 20l¢ Date: m&bvl, 11, 20} b

*Signature must be notarized. J '

STATEOF Connectiavt

COUNTY OF Nearto e

L L L

is instrument was subscribed, sworn to, and acknowledged before me on M fw (S , by f

Iblq A H LSS.S (Name of Authori zed,Represent ive .55 LYl (T1tle of
Authorized Representative), of LM—M W (are Set ﬁé’s{% Rl j‘: ;(ﬁiﬁ

corporation, on behalf of said corporation.

Signature of Notary’s/i .L,L\) %w! J

Printed Name ofNotary q‘{ L N AN ’%0 »u, acv (

i

Notary Public in and for the State of ﬂ.;-] Wiy C ( cJ

My Commission expires: (;) / %O/ ZO/ 7

EGWP Contract
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200 E. I8TH STREET. AUSTIN. TEXAS 78701 | P. O. BOX 13207, AUSTIN. TEXAS 78711-3207 | (877) 275-4377 TOLL-FREE | WWW.ERS.STATE.TX.US

[AMENDED JANUARY 6, 2016]

PLEASE NOTE THAT ERS’ FIRST AMENDED REQUEST FOR PROPOSAL HAS BEEN UPLOADED TO ERS'
SERVER. THE AMENDMENT INCLUDES REVISED APPENDICES A (SIGNATURE PAGES) AND N (PBM SPECIALTY
DRUG PRICING). APPENDIX A (SIGNATURE PAGES) HAS BEEN REVISED ON PAGE 2 TO NOTE THAT THE
“CONFLICTS OF INTEREST” ARTICLE IN THE CONTRACT IS ARTICLE 15. PAGE 7 OF APPENDIX A
“ACKNOWLEDGEMENT OF RECEIPT OF AMENDMENT" HAS BEEN REVISED TO INCLUDE RFP AMENDMENT
ONE. APPENDIX N (PBM SPECIALTY PRICING) HAS ALSO BEEN REVISED. ANY VENDOR SUBMITTING
PROPOSAL(S) SHOULD USE THESE AMENDED APPENDICES.

THE DEADLINE FOR SUBMISSION OF PROPOSALS REMAINS THE SAME. ALL PROPOSAL MATERIALS SHALL BE
SUBMITTED BY VENDORS SO THAT THEY ARE RECEIVED BY ERS NO LATER THAN NOON CT ON JANUARY 27,
2016.

December 11, 2015
Qualified PBM

RE: RFP No. 327-95856-151211

he Health
ices for a
as Emplo

Benefits Program

To Whom It May Concern:

s issuing a Request for Proposal (‘RFP”) seeking a
e any or all of the following PBM programs under the

a) PBM se for the Texas (“Hea
("Health PDP") ipants under e
("POS”) plan b 1, 2017 for a
b) Se Medi acy an Emsoloye’r Group Waiver
’ Dr DP") ect are Rx"™) for Medicare-
i ng 7 for me December 31, 2022,
The services requested and described in the RFP h ms
and/or service options as listed above within the Ph the
right to select one or more PBMs, or no PBM, to pro for
services.
ERS s receiving ty P for the services listed above, and we encourage your
orga give full co nto lopment of a Proposal that complies with the RFP

requirements.

rding this process, please submit your inquiry directly to Purchasing at:

Thank you for your interest in doing business with the GBP
Sincerely,

(ol P Kk,

ROBERT P. KUKLA
Director of Benefit Contracts



FIRST AMENDED
Request for Proposal

RFP No. 327-95856-151211

To Provide Pharmacy Benefit Management
Services for the HealthSelect®™ of Texas
Prescription Drug Program and/or Pharmacy
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B.2
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ls ¢ s

Request for Proposal (“RFP”) Summary

of sol s
s) ( Ma §)
rvic s E o
a) H
)
f-
r
and/or
b) [
i
December 31, 2022.
a fit RFP a mee
t G nd the te of
n PDP P and
EGWP PDP PBM.
programs.
The PBM agrees to act in in n with all such negotiations and in performing all
of its services, duties and of related to the GBP.

Issuance of this RFP in no way obligates ERS to award a Contract or pay any costs incurred by
the PBM in the preparation of a Proposal.

For of this RFP, the “HealthSelect PDP” and the “EGWP PDP” shall collectively be
refe the “PDPs."

Proposal Submission

rmation and prices included in Article XI, Price
Proposal and Response Format.

ERS encourages each PBM to submit its most competitive fees with its Price Proposal in
accordance with Article XI.

N ns of Deviat Unless specific imum uirements defined
in I.C.,d re not nds for the dism Propo

Deviations specific Art or C ions must be n within the
Deviations n of each le. deviat are forERS'c d n and may
be the ba negotiations with ERS. er, is no gated to accept or agree to any
such devi . If ERS accepts the p dd ions, will convey that acceptance in

writing to the PBM and the approved deviations will become part of the Contract.

1
l. Instructions



B.2.b.

B.3

B.3.a.

B.4.

B.5.

B.5.a

B.5.b

B.5.c.

A PBM responding to this request shall meet all of the Minimum Requirements as referenced in
Section II.C. of this RFP. ERS will not accept deviations to the Minimum Requirements.

c lly e any key s or s
n he defined i Con r
or u , unless the interrogatory involved cally
no s osal shall use the terms defined in the t and
hey
reest its est and
dare ng by the
s, be its, ent, and

products as specified in the RFP.

Note: If the PBM considers any of the requested information to be confidential and/or
p ary, the shall place them on the as in
S .C.2. Ho r, the PBM shall provide the r s for iate
evaluation of the PBM’s Proposal.

e Officer or other authorized officer who is at a

auth repres ive”) shall execute the
ix A RFP. signature of the PBM's
submi by the PBM. The si further
same Il purposes in conne hthe R /Proposal process.
PBM’s P P . The PBM shall provide three (3) printed hard copies and three (3)
CD-ROM id Is as described in Sections |.B.5.a. — 1.B.5.b.
d
a
e
e
Checklist provided on pages vii-x of this RFP.
P al - All of the doc n
ft or t, only GBP-sp te
s may be in PDF at. All bid mat s
c document, but s ated into the d nt tabs as req in the D
ist on pages vii-x RFP. Furtherm the CD-ROMs not be
ted and shall be su as follows:
(1 wil in the entire Proposal. This CD Il include all tial
or In on and all Public Information. -ROM will b as
“PBM RFP Proposal Duplicate.”
e One (1) CD- will de a ropri on. This CD-
ROM will be | das la r tary

e One (1) CD-ROM will contain only the Public Information and will be labeled as “PBM Public
Information.”

Proposal CD-ROMs and Public Information Act Requests. Upon ERS’ receipt of a request
pursuant to the Texas Public Information Act (“PIA"), ERS will provide the requestor the
information provided on the PBM's public CD-ROM(s) under the applicable provisions above. If
the PBM fails to submit its confidential and/or proprietary information as outlined herein, ERS
shall consider the PBM’s information to be public, and it will, therefore, be released without

2
|, Instructions



B.6

B.6.a.

B.7.
B.8.

B.9.

B.S.a

B.9.b

B.9.c.

B.10

B.11

B.12.

notification to the PBM upon receipt of a PIA request.

ERS' requirement of a PIA request is

further described in Sections 1.C.1. — 1.C.3. below.

ging and Mailing the Proposal.

ively in one (1) sealed container, and sub

All sals and bid m

als shall be submitted

to ERS at the a sses listed below.

tn nsider a Proposal unless it is received by ERS at the address noted below, no
12: oon Central Time (“CT") on January 27, 2016.

Employees Retirement System of Texas

RFP No. 327-95856-151211

For Couriers: Purchasing Dept.
200 E. 18th Street
Austin, Texas 78701
RE: PBM RFP Proposal
For U.S. Mail: Purchasing Dept.

Empl
P.O.

etirement System of Texas
7

Austin, Texas 78711-3207
RE: PBM RFP Proposal
RFP No. 327-95856-151211

Retention of Proposal. All Proposals submitted become the sole property of ERS.

d

P

P
Evaluation Criteria.
ERS is u no legal rement to
ERS reta e right to est additio
its Participants and the State.
The Contract be awa to the
perform the s sando Il offers

ERS reserves the right to revise any
execution of a Contract where ERS

Inquiries. ERS will host an open Question and A
can ask ERS questions about the RFP. These qu

3

posal may be withdrawn prior to the and
a formal written notice by an a ized
Executive Director of ERS.

ute a Contract on the basis of this ,
roposals if it is in the best interest o , ,

that, in the opinion of the Board, is best qualified to
est value to ERS.

prior to ERS’
the GBP, its

and Contrac is an
to be in the in of

icipants and the State.

VI.A.7 a.

e found in Article 16 of the Contract.

") whereby the

period P
via email. The

s shall m

I. Instructions



B.12.a.

B.12.b.

B.12.c.

B.13.

B.14.

B.15.

B.16.

B.17

B.18

B.19

B.20

B.21

Period shall be from the time the RFP is posted through December 30, 2015, at 4:00 p.m. (CT).
Any questions received after this date and time ill not be answered.

ons sh ia e ¢ mail to:
e must 7-95 1211 - Cla
any em age subject line.
department will send an acknowle t to
d. However, if PBM does not an
g if
at h
on d
ine.

and answers that it deems appropriate on ERS’ external server at:
“ERS' server”) and to the Electronic State Business Daily
le for checking ERS’ server and/or ESBD for updates
line to post responses to the PBM'’s questions is January 8, 2016 at 5:00 p.m

ERS shall post the

PBM Responsibility. The PBM is responsible for reviewing and responding to the RFP materials
available on ERS' server. ERS' server provides interested PBMs with an electronic version of the

to ons re by ERS.
0s ERS’ It is the
tly dates. ition, an

(“ESBD Notice”) when the RFP is published and if changes are made to the original RFP or bid
process. The ESBD Notice will give the PBM the link to ERS’ server.

Doing Business with ERS. General Information re
found by accessing the following link to ERS’ website:

can be

a begins each January 1st and ends the
g ' ins each September 1st and ends the
g and quarters for all HealthSelect PDP

g P PDP reports.
Definitions. A list of definitions applicable to certain terms used in this RFP is referenced in
Section hich can be

found at

Parti enr re is based on each
tion n (“ID s ndates the removal of
See nal en e ID cards referenced

with ERS’ consulting actuary, as necessary,

Contract.
Tracking . tions 21 2262.055,
will utilize a Perform ng System
mance afte n erwise t
s$s 226
ecti ton
red any
on ebsit
completed.

arties. The Contract
, prior to or at Contr
d by the Texas Ethics

8 of the Texas
be required to
on of the Texas

I. Instructions



B.22

C1la

C1b

c.z2

C2a

Cz2b

C.2.c

C.2.d.

C.2e.

Experience Data information.

Confidential and/or Proprietary Information

Public Information Act. As reflected in greater detail in Sections I.C.2. —1.C.2.e. below, ERS is

ired to e access to certain records in
Gov't and the Texas Public Inform
ly
from dis under the PIA, available in
| charge tate.
ERS cannot prevent of public
documents that the to be ¢
this may be fully disclosed by ERS
the or any of the PBM’s subcontract gents.
Disclosure of Information. In order to protect and p nt ina ent access to ntial
sal in ac ance the PIA as re din

Section |.C.3. below.

submitted to ERS. The PBM shall submit its
accordance with the instructions given in

material to the Texas Attorney General, to a cou

in, ERS shall con all of the info n to be
to the PBM upon pt of a PlAre
t, will su tion contained in the PBM's
Cc M to th General to issue a ruling on
ed public d
n ng
d ts,

s as
entity as otherwise required by law.

|. Instructions



C.3. Public Information Submission. In order to

all
ion
by
D. Schedule of RFP Process
D.1 A schedule of the s is provided below to mi events associ this
bid solicitation. It nt that the RFP proce Co ward shall be din
accordance with the schedule outlined below unless se by ERS.
RFP is available on ERS’ server
An ESBD Notice is posted to ESBD when the RFP is
published
To access the RFP, the PBM shall email a request to
On or after te.tx.us
December 11, 2015 A USER ID and Password will be provided only to

those bidders requesting access to the secured
sections of the RFP. The PBM is prohibited from
contacting agency employees, officials, and its
consulting actuaries regarding any aspect of the RFP
by telephone or in person throughout the bid process
other than as directed by ERS.

Q&A Period
host Q&A Period whereby each PBM
ERS s about the RFP. Questions shall
itted | to:
From the time the RFP is Purchasing Det
published through Email urchasing Lept.
December 30, 2015 at 4:00 p.m. Subject Lm 1211
(CT)
a
o} all
s
updates.
6
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December 30, 2015
at 4:00 p.m. (CT)

January 8, 2016
5:00 p. m. (CT)

January 27, 2016
12:00 Noon (CT)

TBD

May 2016

Upon Execution of the Contract
by ERS

Submission deadline for ALL RFP questions as part of
the Q&A Period

Any questions received after this date and time will not be
answered.

ERS will complete the posting of RFP questions and
answers from the Q&A Period to ERS’ server and to
ESBD.

Submission Deadline for RFP Responses

The PBM shall submit all bid materials in one (1) sealed
container as fully described below and in Sections I.B. and
I.C. herein:

e One (1) fully executed original,
Two (2) identical printed hard copies; and
One (1) identical copy of the entire Proposal provided
on a CD-ROM,;

e One (1) CD-ROM that only contains all Confidential
and/or Proprietary Information; and
One (1) CD-ROM that only contains all Public
Information.

A total of three (3) CD-ROMs to be submitted with the
Proposal. Do not password protect the CD-ROMs.

Bid materials shall be sent or delivered to:

Purchasing Dept.

Employees Retirement System of Texas

Mailing Address: P.O. Box 13207, Austin, TX 78711-3207
Physical Address: 200 E. 18th Street, Austin, TX 78701
RE: PBM RFP Proposal, RFP No. 327-95856-151211

Finalists are required to participate in a face-to-face
interview session that will be announced at an ERS-
designated time and location. Finalist interview guidelines
will be provided via electronic mail if an interview
appointment is extended by ERS.

ERS Board selects PBM(s)

Contract Begins

I. Instructions



E.1

F.1

January 1, 2017 EGWP PDP Go-Live Date

January 1, 2017 HealthSelect PDP Go-Live Date

ERS RESERVES THE RIGHT TO EXTEND ANY AND ALL DEADLINES ABOVE, TO REJECT
ANY AND ALL PROPOSALS, TO CONTRACT WITH ONE OR MORE PBMS, OR TO ISSUE A
NEW RFP AT ANY TIME, IN ITS SOLE DISCRETION. ERS WILL NOT NOTIFY PBMs
UNLESS THEY ARE SELECTED FOR INTERVIEWS OR ENGAGEMENT.

Interrogatories

Review the interrogatory instructions referenced in Section 1.B.3.

PBM shall execute the Signature Pages attached as Appendix A and submit them with its
Proposal.

Deviations
Review the deviations instructions referenced in Section 1.B.2.

Affirm that the PBM shall comply with all of the Instructions described herein Article | of this
RFP.

1 Affirm [ Affirm with the proposed Deviations

If a e a detailed description of each of the deviations between the
PB ments.

PB :

I. Instructions



A2

A2.a.

A2Db

A3

Ald.a.

A3.b.

A4

O S \'/ o e

General Evaluation Information

Proposals submitted in response to the RFP shall be evaluated and selected on the basis of the
evaluation criteria and selection process as outlined in this Article.

Evaluation Criteria Weiaht
50%
ona a ces 40%
PBM Service Verification see ll.A.4.d. 10%
On va Cr and t stam osal ved.
ay n als date time unop has
no co pu names after acceptance of Proposals.
ST
ve
te

on a Pass/Fail basis:

¢ Minimum Requirements set forth in Section H.C.; and
e Compliance with the RFP.

If a PBM fails either criterion, it will be deemed non-responsive and ineligible for subsequent
phased scoring.

ERS will also evaluate the following on a Pass/Fail basis during the Phase One evaluation period:
s Comptroller's or Performance Tracking

Tex. Gov't Code
current contract with ERS or has had a contract

£ 0TWTDO

ith ERS in the past six years.

o or may not any immaterial d ions or
erial deviatio efects shall in no modify
r compliance with the RFP requirements.

Phase Two Evaluation Criteria. Financial Considerations/Price Proposal and Operational

Capabil an . ERS has determined that a PBM has passed the Phase One

Evaluati rite i ions 1.A.2. — II.LA.2.b. above, ERS will use a tiered approach in
th

p

e
erational Capabilities and Services as noted in
Section 11.A.1. above.

Administrative Benefit. ERS recognizes an administrative benefit in awarding both Contracts to
one Vendor. for t t, the Is offeri hs | receive up to 5%
of the allotte r the nal C sand S sc ach Proposal.

Based on the Phase Two evaluation, the top ranked PBMs will become finalists (“Finalists”) and
will move forward to the Phase Three Evaluation Criteria.

Phase Three Evaluation Criteria - Finalist Process. PBM Service Verification. The PBM

ce verif  on proce are ed only for the selected Finalists, and will include
inalistin  iews, (b) nce and (c) site visits.

Il. Proposai Evaluation Criteria



Ad.a

A4.b.

Adc

A4dd

Ad.e.

A4 f

Adg

Finalist Interview. Finalists will be selected
session at an ERS-designated location to cla
PBM's Prop and, if necessary, negotiate
Finalist, will ive an email informing them th
include the date and time the Finalist interview

e scored as part of the interview score.

R ce Checks. As part of the ist iew, ists will be required to furnish client
in ion that will be used for refer ch The tified clients will serve as references
h efined wi the
if a Fina  has
s llthenre nits
e
Site Visit. ERS reserves the right to perform site visits, at ERS' expense, to the PBM's
operational ce call center, and/or data ities by ERS’ design staff. The PBM
will be notified e site visit dates and pro n agenda for the site
PBM Service Verification Scores. After the PBM Service Verification has been performed,
PBM will be evaluated using the Eva n Cri below. As indicated above, the PBM’s total
PBM Service Verification score will ac for 1 f the PBM's overall score.
PBM Service Verification Weight
Evaluation Criteria
Face-to-Face Interview 50%
References 30%
Site Visit 20%
ble
be
ion
to
Phase Three.
a PB nt
S me is
b sin at

Selection Process
rmation provided to ERS staff thr ut the

S commendation will be made to the . The
a he c

is an ted to take place at the May B

meeti including how the public can a B t

website at www.ers.state.tx.us.

10
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C.1

C.1a.

C.1.b.

C.1.c.

c1d

C.1le.

Minimum Requirements

th to
Il he
g9 -
rti as necessary.
Proposed deviations to Minimum Requir ide ow shall
submission of such will ualify the PBM's al. satisfy t
Requirements will result in elimination from the evaluation process.
HealthSelect PDP
Authority to do Business in Texas. must meet all legal requirem
in the State. If PBM is not currently au ed to do business in Texas,

authorization prior to the effective date of the Contract.

ing business
obtain such

Professional Licensure and Certifications. PBM shall hold all necessary and appropriate
business and professional licenses and/or certifications necessary to provide PBM services.

Finalists will be asked to produce documentation prior to the Finalist Interview.

eri di
pa of
00 re
Pharmacy k. The PBM shall demonstrate it has an adequate pharmacy network at the
time of Pro bmission:
° he HealthSelect PDP, the P Iprov ap y k ble of effec
cing the HealthSelect PDP ship (  rox 4 li without me
access disruption.
mil ay
ing on
30 sh

by audited financial statements or reviewed

t recent Fiscal Year.

PBM shall be in financial s , hotin
t of all taxes and including, limited
bala
and
audi
not
dis
rent
document wherein the sponsor or parent
lity to pe the r financial stab
ntified in valu ria; and/or 3)

financial statements and such other evidence of

11
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Cc2

C.2.a.

C.2.b.

C2c

c2d

C.2e.

D.1

D.1.a

EGWP PDP

rity n must meet all legal requirem ing business
Sta u ed to do business in Texas, obtain such
izat c Contract.

Professional Licensure and Certifications. PBM shall hold all necessary and appropriate
business and professional licenses and/or certifications necessary to provide PBM services.
Finalists will be asked to produce documentation prior to the Finalist Interview.

ing PDP
or gate
su
Pharmacy k. The PBM shall demonstrate it has an adequate pharmacy network at the
time of Pro bmission:
e For the EGWP PDP, the PBM shall p a ph network e of effec
servicing the GBP Medicare-primary pants ximately lives) wi

member access disruption.

Net Worth. The PBM shall have a current net worth of at least $50 million. Since the PBM will
b

on

b an sh

e re ed

fi

PBM shall be in ncial s , hotin

t of all taxes and uding, limited

e PBM provide aud financial sta ts

as of the close of the PBM's most recent two (2) Fiscal rs that shalli  de, at a min a

bala m cash flow ent, auditor's s

and , Contract PBM shall p e
audi .

not

dis

rent

document wherein the sponsor or parent

lity to pe the contr financial stabi
ntified in valuation ria; and/or 3)
financial statements and such other evidence of i

Interrogatories
Review the Interrogatory Instructions referenced in Section 1.B.3.

Authorization to do Business in Texas

Provide a copy of PBM's Texas Certificate of Registration, Texas Certificate of Authority or Texas
Certificate of Fact.

is currently not authorized ness in Texas, confirm that PBM agrees to do so as
the Contract requirements uired by law.
[] Confirm

[C] Unable to Confirm

12
Il. Proposal Evaluation Criteria



D.1.b.

D.1.c

D.2.

D.3

D.3.a.

D.4

D.4.a.

D.5.

If PBM is incorporated in a other than Te shall provide its Certificate of

Incorporation or other documen of its incorporati n. :
If the P Certif of Regis on, Cert te of or Ce of or any
licenses nduct essinTe oranyo state r been , S ded, or

forfeited, provide a detailed explanation of the circumstances.

Provide documentation that PBM is in good st  ng with the State and in the s in which it
was incorpo or d by pro a Ce icate of Account Status, Certi e of Good

Standing, or do tation fro state(s).

Licensure/Certifications

C that any license(s) an certif that P its staff ired to maintain
w ept current during any od of t PBM ractin p ERS.
Confirm

Unable to Confirm

Services
prov prescription t management
ion o less than 250 r an aggregate
(3) years.
Affirm
Unable to Affirm

The EGWP PDP shall affirm that it has been providing EGWP PDP services for an organization
with a member participation of no less than 20,000 or an aggregate of 100,000 covered lives for a
minimum of three (3) years.

Affirm
Unable to Affirm

Pharmacy Network

The HealthSelect PDP shall confirm that it has the capability to effectively provide services for at
least 450,000 lives.

1 confirm
[[J Unable to Confirm

The EGWP PDP shall confirm that it has the capability to effectively provide services for at least
74,000 lives.

[] confirm
(] Unable to Confirm

Net Worth

The PDP shall affirm that it has a current net worth of at least $50 million and can advance up to
two (2) weeks of claim payments totaling approximately $30 million before being reimbursed by
ERS, and has at least a minimum of $30 million in cash and cash equivalents available (on
average) as demonstrated by audited financial statements or reviewed financial statements as of
the close of the PBM's most recent Fiscal Year.

Affirm
Unable to Affirm

13
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D.6.

D.6.a

D.6.b

Financial Stability — Financial Statement

ibe any ngs, legal relationships or fi al agreements with respect to
orship or al support of the PBM with any ¢ ntity.
HealthSelect PDP
EGWP PDP
shall affirm that, upon Con award, it will submit a copy of its audited or reviewed
cial statements on an annual as required by this RFP.
Affirm
Unable to Affirm
all bl ost recent two (2) fi ars. The PBM shall
if is or its sponsor's or organization/entity’s
in a box below.

PBM'’s Financial Information: []
Sponsor or parent organization’s financial information: O

If the PBM has a sponsoring or parent company, provide the name and address of the sponsoring
or parent company, and/or others who provide financial support to the PBM.

Full Legal Name:
Mailing Address:
Type of Support:
Type of Relationship:
Maximum Limitation:

Fiscal Year Fiscal Year
Current Assets
Total Assets
Current Liabilities
Total Liabilities
Total Equity
Cash Flow from Operations
Cash and Cash Equivalents

14
Il. Proposal Evaluation Criteria



1. e e u S

PBM shall review the information below and provide responses to the interrogatories and deviations.

A.

A1

A.2.a.

A2.b.

A2.c.

A2d.

A3

A.3.a.

Requirements of the Contractual Busi c
Agreement, Data Security and Bre ation e
Performance Guarantees

Certi The shall

The | ency icate
sign contracts (inclu any n sary
PBM's behalf. The ons li on t

Officer or other authorized officer who i
authorized representatives.

vis of th
an the P
al, must
DSBNA's terms which must be provided in accordance with Sections IIl.H.2. through IIl.H.4. of

this RFP.

Any ng a d Cont o} with its Proposal shall have the tract,
ﬁﬁé exe by its d tative as reflected in Sections | . and
.G.1.
Cc
o)
E

Contract, BAA and DSBNA provisions set
where ERS deems it to be in the best inter

ERS will ate lity b upon PBM signing a Contract acceptable to ERS.
Contractibi ill be ona /I ail basis.

On or before the recommendation and approval by the Board, the PBM shall execute a Contract,
BAA and DSBNA provided by, and satisfactory to, ERS.

Cc
a
A
E
ex rough 1 y of Decem
or as pro in.
a
ra
a
n
but d,
o th at ng;
° th S
. of xhibits have been agreed to and
ntil both part
° thi | exhibits  reto, as set forth in Article 31 therein. The
Contract includes important requirements that may not be exp refer
Any and all activities required by the PBM to effectively imp t the e

Contract; and
e The PBM shall coordinate and work cooperatively with other GBP vendors as applicable.

15
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A4

A5

A6

A.6.a.

A7

D.1.a.

Termination of Contract. In the event that the

Performance Guarantees.

ct.

ude e gu a d to
e G and re s to
. P Gua in but
X of the RFP. PBM shall refer to Appendices F-
GWP PDP) for a comprehensive listing of the

the r add or m Performanc s a result of identifying or
| proc during the process and
Terms of shall agree that its Terms shall not y, shall be null and void and
shall have r effect as if its Terms of not exist o any and all ERS Staff and
GBP Participants.
Clarifications
Mutually agreed cla tions of the Contract cond sh to
the executed Cont as Exhibit C. The t in fa ng
clarifications (including any exhibits thereto) until t has re
Liquidated Damages
it may h in con on with the acttot
has add alrequ ents in thisr
Prohibited Interest
a in d of ea t
in eg a by this ,
ot yp m rfor
osals from the PBM.
itti th an t does r it
ny es im the se d he
i ts the St 5 he

in G
Contract shall have additional requirements in this regard.

16
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D.1.c.

interest (as defined by statute). ERS will make
exists after receipt of Proposals.

E HIPAA

E.A1 rit
d

1,

p
Re nd th re issued and
by an S ry . parts 160
(as nted e,

F Legal Services and Litigation

rvices division.

G Interrogatories

G.1 e na , title(s), mail ail
d to ute the Con ncl

this interrogatory.

HealthSelect PDP EGWP PDP
Name
Title:
Mailing address:
Email address:
Telephone number:

G.1.a. Provide the full legal name of the Organization that will be contracting with ERS

HealthSelect PDP EGWP PDP
Oraanization full legal name:
Physical address:
Mailing address:
Email address:
Telephone number:

G.1.b the
who
side

performance.

il a es), and number for the
sel all such i as it relates to
rposes of the PBM's RFP Proposal or Contract

S0 5

HealthSelect PDP EGWP PDP
Firm name
Attornev name
Title:
Mailina address
Email address:
Telephone number;

17
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G.1.c For the past five (5) years, describe any co

HealthSelect PDP:

Case number:

Date filed:

Full style of matter:

Court:

County, District and

State or Federal Re Body, Attorney General or
other law enforcement or applicable governmental body:
Brief summary of the dispute:

Current status:

Resolution:

EGWP PDP:

Case number:
Date filed:

Full style of matter:
Court:

B Attorney alor
pl le govern body:
Brief summary of the dispute:
Current status:
Resolution:

The PBM shall not refer ERS to any third-party websites or other sources in order for ERS
to obtain this information.

G.1d
regulatory or other proceeding, investigation, di
the past five (5) years.
HealthSelect PDP LI Confirm
EGWP PDP LI Confirm
G.1le.
obligations under a Contract with ERS.
es
G.1.e.i If yes, describe any pending agreements, negotiations, and/or offers to merge or sell the PBM'’s
organization.
HealthSelect PDP
EGWP PDP
18
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G.1.eiii

G.1.e.iii.

G.1.f

G.1.fi.

G.2

Does the PBM have any obligation or arrangement to purchase another firm that would involve
substantial commitment of assets or capital?

0
0

If yes, disclose any or arrangement to purchase another firm that would involve
substantial commitme s or capital.

HealthSelect PDP
EGWP PDP

If applicable, outline the anticipated timelines for the actions reflected in the PBM'’s responses to
interrogatories 111.G.1.e. - lIl.G.1.e.ii.

1Select PDP
> PDP

Does the PBM sell or report any data from its clients, either specifically or in aggregate, to any
organizations?

if yes, provide the following:

The arrangements for the data sharing;

The details of what data was shared,
including how it is masked;

The measures taken to ensure the
information is not identifiable; and

Affirm Affirm
Affirm that ERS retains the right to have its Unable to Affirm; the Unable to Affirm; the
data excluded from any type of data PBM shall provide a PBM shall provide a
sharing arrangement. detailed explanation in detailed explanation in
Section {11.H.1. Section l1I.H.1.

HIPAA Compliance

he firm/attorney names, title, mailing/email address(es), and telephone number for the
ho shall serve as the PBM's Privacy Officer.

HealthSelect PDP EGWP PDP
Full Legal name
Title:
Mailing address:
Email address:
Telephone number:
19
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G.2.a.

G.2b.

G.2.bi

G.2.c.

G.2.d.

G.3

Describe the PBM'’s policies, procedures and/or systems used to ensure compliance with HIPAA.

HealthSelect PDP
EGWP PDP

Provide a full description of any HIPAA violations alleged against the PBM during the past five (5)
years. The description shall include, but not be limited to:

shal
e ()

firm that there has
S.

not been

Unable to Confirm; the PBM shall provide a detailed

HealthSelect PDP:
EGWP PDP:
The tity tha the complaint;
The nt was
If the er to the prior inter  atory was “n the
any H violation alleged a nst the PBM e pa
HealthSelect PDP _| Confirm
explanation in Section Ill.H.1. below
EGWP PDP Confirm

Unable to Confirm; the PBM shall provide a detailed
explanation in Section IIl.H.1. below

Desc t M's H
Servi (' ) guid

1Select PDP
> PDP

regarding
AA audit r

Center for icare and
from the p us five (5)

caid
S.

Provide a description of any HIPAA breach involving notification to the affected individual during

the past five (5) years.

HealthSelect PDP
EGWP PDP

Rules and Regulations Compliance

For the five (5) period prece the P
alleged against BM with rega anys

ealthSelect PDP
EGWP PDP

20

sal, p
or fed

a
rv

n

Ill. Legal Requirements

violations
ns.



G.3.a.

Confirm that the PBM is currently in compliance with the requirements of all state and federal
Privacy rules and regulations.

HealthSelect PDP H rm
ble to Confirm; the PBM shall provide a detailed

explanation in Section 1lIl.H.1. below.

EGWP PDP nfirm
Unable to Confirm; the PBM shall provide a detailed
explanation in Section Ill.H.1. below

Conflict of Interest

G.4. Confirm that PBM does not have, nor shall it permit, any conflict of interest with regard to the Contract.

G.4.a.

G.5.

H.1

HealthSelect PDP Confirm
Unable to Confirm; the PBM shall provide a detailed

explanation in Section lll.H.1. below

EGWP PDP H m
ble to Confirm; the PBM shall provide a detailed
explanation in Section Ill.H.1. below

ndent contractors and subcontractors) who may
e PBM and who was employed by any State
time during the two (2) years
ur (4) years in the case of a

Individual's name:
ncy where dual was employed:
sjo  eswith State Agency:
Date(s) of employment:
Date of termination:

Legal Representation

tify the PBM's legal rtinr ing PBM strative hearings, in litigation
subrogation, and in on of rd unde and Contract.
Firm Name:
Name
Email
Telephone N
Other

Provide an executed Incumbency Certificate with your proposed submission (Appendix B).

Deviations
Review the deviations instructions in Section 1.B.2.

Affirm that the PBM shall comply with all of the Legal Requirements described herein Article llI

of this RFP.
Affirm [ Affirm with the proposed Deviations

a detailed description of each of the deviations between the
nts.

VU=

21
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H.2

H.2.a

H.3

H.4.

H.5.

H.5.a

on the I P M shall comply with all of the provisions

n Appe c this RFP.
i t ons
e
]
b
n
chan ed in Ap
ERS obligated
the comply with all of the provisions provided
C-2 .
ions
ual A nt, the should not submit
PBM submit tions to such terms.
ns
ed
by

Affirm that the PBM shall comply with all of the provisions provided in Appendix D, Business
Ass Agreement, is RFP.
O O m with the proposed Deviations

iati the Business Associa ement, the d not

it su ments. Instead, the P uld submit d i such

su they mus e

sug n

as e

con h
deviations.

Affirm that the PBM shall comply with all of the provisions provided in Appendix E, Data

Sec nd Breach N to
1 ] ed
If the PBM p es ation he Data Security and Breach No  ation Agreement, the
should not it uted es of such documents. Inste the PBM should s
to
e
s
w
any such deviations.
n the BM shall all of the provisions
Appe (HealthS of this RFP.
Deviations

If applicable, enumerate and provide a detailed description of each Appendix F-1, Performance
Guarantees, deviations.

PBM's Requested Deviations Detail:

the ply with all of the provisions provided
F-2, of this RFP.

If applicable, enumerate and provide a detailed description of each Appendix F-2, Performance
Guarantees, deviations.

PBM'’s Requested Deviations Detail:

22
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(g
»
()

This Article presents the plan design, e ity,
HealthSelect PDP. The ’BM shall re r any costs to the RFP and Contract rements only
through the PBM'’s Price Proposal and Response Format, Article XI.

ERS and GBP Background Information

A.
A1

A1la

A1lb

A.1.c.

Ald.

Al.e.

A2

, N
S

pharmac rk, and general program re ments for the

ti
)
e
fund, both State and emplo utior |
would ce a State employee’s plan.
E
S
e
a el ah ance
B me ses The
n nsu all and
s in Section IV.A.1.e. below).
I ion
s a
Sy
el lefor cipa the nd do not c¢
$ was ¢ the istra a new retirement plan, The Judicial Retirement System, Plan
wo.
In 2015, le tio to ire ERS to ra HP")
consistent In e ce (“IRS") ss i take
advantage of a Health Savings Account. This plan i be
For purposes of this RFP, the “State shall encompass the a es, higher
education institutions and other ps as r above and as may be d to ERS’
responsibilities in the future.
s
in t
t
for . In (
with $2 bi y ts
be admi racting, cost t, efits cust r
service for approximately half a million state and higher edu o} , reti and r
eligible dependents.
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B.1.a

B.2

B.3

B.3.a.

C2

C.3

GBP Governance

B hority in ith p to

I ws or re n rp of

i d or rules . rd re

I P ard Rules”). The rd R inclu any

a accordance with RFP il pur s as

if BM agrees to comply will all such Board Rules,
a and federal.

The determination of the amount of benefits to which any Participant is entitled shall initially rest
with the PBM. However, the final determination of the extent of the benefit to which any
Participant is entitled shall be e ly and exclusively by the Bo in rd with
Section 1551.357, TIC, as amen e t as qualified or limited by app  ble al

| of 1974 (* A”). As a State go ent

, the PBM assume the same ary

i trators for all claims processing and payments,
adjudication and appeals.

n, ERS
ec fits and
he
° state u s, and new court decisions and
o ing by t ] ; and
®
o} ply any additional bilities or
a fac and other simil that may
increase or decrease of the PBM's fees and to
be
ns
se

(or decrease) that may be appropriate under the

HealthSelect PDP

The PBM shall administer the HealthSelect PDP benefits presented in the MBPD, a copy of which
can be found at:

de do
rk. ta
Is. of
the program.
statutory law, regulations and B Rules and at the ction of the ERS , its
ive Director, and ERS' staff. ERS ires the selected P to replicate the be and
program requirements as presented in this Article.
e ys t claims based on the Iment
. a H t, ERS may access priate
a ec red for purposes of administering the plan.
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D.2.

E.1.a.

E.1.b.

E.2.

Retail Pharmacy Network

is POS plan with es y dis ed
d ns. In additio P ants de
urrent acy is d ed with
characteristic in mind and with the express intent of pr aw e of indepen
and chain pharmacies.
Retail cy . ERS is inte i
also in in 's most cost v

satisfies this access standard for 85% of the H

Retail Pharmacy Reimbursement

The PBM shall reimburse retail network pharmacies based on an ar&ount determined as the

g
to
(b)
ble.
The retail maintenance fee is an amount paid by the Participant, in addition t, for
armacies. The retail maint for a
Tier 3 Additional informati ing the
Maste efit Plan Document ('
has a $50 Partici ductible that applies to retail, exten days’
ce pharma . The ble is applied prior to the applicat  of the

copayment.

the HealthSelect PDP.

Mail Service

The selected PBM shall be capable of providing mail services to meet the needs of the
HealthSelect PDP Participants.

The PDP should have a mail service option th

re P drugs disp by mail service based on an
to al plus (b) d ing fee less (c) mail service
for e,
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F.1.b.i

F.2

F.2.a.

H.1.a.

The PBM shall submit its proposed mail service reimbursement rates in the PBM's Price Proposal
and Response Format, Article XI.

If of I ble a mai ce
c ic tc pen , the P all
g e to I ble plus di ng
fee, if any.
The
° of ptions;
o , g special handling
tions;
° red Participants;
° ption;
° »,
e by mail service with the name of the drug
nt paid by the plan for the drug over and
opayment;
o with all insulin orders.

Extended Day Supply Retail Network

nt must be allowed to obtain from a community

intenance medication at a retail pharmacy under

reimbursed at the same rate as is applicable to
shall include an EDS network that meets the req

Average Wholesale Price (“AWP”)

is the term us ny one of the recogn

salers in the States for the drug
source for AWP is the Me  pan Electronic Dr
may use this source to ermine ingredien
reimbursement.

ERS reserves the right to utilize any pricing index it believes to be in the best interests of the
PDPs throughout the Contract Term.

Formulary
The HealthSelect PDP currently has a three-ti
covered un e nt formulary nt
the PBM a viable
ixG. The PBM’s Propo shall
to offer for HealthSelect icipan

changes to nor implement a new formula
val of ERS, unless required by law.
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L1.a

L1.b

Therapeutic Substitution

ERS does not allow the PBM to initiate therapeutic substitution under either the retail or mail
program. However, ERS may implement such a program at its discretion.

Drug Utilization Review
|
|

Condition Management

Diabetes;
Cardiovascular,
D ive H X
H tis C;
Multiple Sclerosis.
ple and nister the PBM's Condition
he and , to the HealthSelect PDP
, recommend ions to the C
that PBM dete be in the best
The PBM Il notify ERS and obtain ERS’
anagement rams prior to implementing or
articipants.
c
9
u
Prior Authorization
The PBM shall pro prior rization in
containment in the H Select The pr at
listed in the MBPD. The cost for such program in
and F t, Article XI. All savings attributable to such programs shall accrue solely to

the ct

Compound Drugs

administering this policy.
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0.2

0.2.a.

P.1.a.

P.1.c.

Q.1.a.

Q.1.b.

Coordination of Benefits
The PBM shall provide Coordination of Benefi

The rsuch  grams shal included in the PBM's P al and nse Format.
All's attribu etosuchp  ams shall accrue solel e hSelec

Medicare Part B Coordination of Benefits. The PBM shall include Medicare Part B
coordination at point-of-sale in the PBM's Price Proposal and Response Format, Article XI.

The PBM shall work with Me e car to rmine if a crip is covered by
Medicare Part B. When cov by icare B, PBM shall r the  m to the carrier
for payment or seek reimbursement from the medical carrier, if paid in error.

GBP Annual Enroliment Periods

ERS conducts two (2) enroliment periods on an annual basis, a summer enroliment (“SE”) and a
fall enrolliment (“FE”").

have its documentation prepared for SE no late
or as otherwise directed by ERS.

Fair/Event Schedule. ERS has a different num

s and Houston, and one (1) event in each of the

Grievances and Appeals

to
I or
r 0,
a
dec by ERS under this sec be a of
app o the Board of Trustees’ i ,asp
The Board Rules of ERS, Title 34, Part 4, § 81.9 Tex. Admin. Code, describe the Grievance
Procedure that is available to a person participating in the elect PDP. The Board Rules
may be accessed at: About ERS/ /.

records and expertise to ERS, to conduct pro
28
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Q.2

Q.2.a.

Q2b

Q.2.c.

Q.2d

Q2e.

Q.2f

R.1.a.

R.1.b.

R.1.c.

R.1.e.

ical) ssity issues, to provide legal r tation to the PBM in
e hea under TIC Cha 1551 and Chapter 2 Gov't Code.

Process for Grievance and Appeals.

The P grie pro re be in compliance | appli le statutes and
regulat The hall de ort for this function as hinSe nIV.Q.1.b.
In accord with TIC Section 1551.356 alr are not all on plan n s
which inc but are not limited to copay pri thorization mination Q y
Limitation determinations.
g
h
l.
g
appeal process.
-Level | al Ap L If the Participant does with a claim d |, he may call or
to the and uest that the claim be . Additional mation may be

submitted with the request for review.

wo =2

Admin. Code § 67.7.)

External Review. The PBM shall contract with at least two peer review organizations and
provide claim records in connection with external reviews.

Pharmacy Network anagement

Pharmacy k Mana nt Requir ts. The PBM shall provide all services specified
in this RFP g, butn ted to, the ing:

a

nt,

in

The PBM shall provide ongoing management of the pharmacy network.

Il acies with requ by
a witho o the , any rds
e s.
The PBM shall provide ongoing review of retail pharm u ent mail
E%r\éice and recommend adjustments as approp ‘iate, su n tion al by
The PBM shall provide initial and educat to re that macies are
familiar with and knowledgeable re the ben s (i ing any n changes)

and other plan provisions.
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R.A.f

R.1.g

R.1.h

R.1.i

S.1.a.

S.1.b.

T.1.a

T.1.c.

The PBM Il conduct an ongoing y quality assurance review to be monitored via

periodic P pant surveys and other r echanisms.
the ph cy , the shall pro ing
uthoriz of and oring, and ent
In n m e int is
no P en mail a
su t on BM, cy
practice.

Medicare Part D

The PBM shall make available to ERS any and all data required to confirm the PBM’s calculation
of the Retiree Drug Subsidy (‘RDS").

The PBM must meet the Center for Medicare and Medicaid Services (“CMS”) requirements for
data and eligibility filing.

The ire s of Section IV.S. apply to all ired data, in requests and final r s for
all F Y for which the contract is in t, including rts (and supporting and
documentation) due after the termination of the contract.

Clinical Management

The PBM shall provide ongoing utilization man , incl but limited drug
utilization review such as prior authorization, step and em ement rams
described herein.

ed to determine cov for a lar
on. Each utilization geme ce
the recommendations and expertise of the PBM.
by Participants, the PBM gathers the necessary
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U1.a

W.1

W.1.a.
W.1.b.

ation from th care providers presc the applicable s and from PDP
pants, comp that information with the plan design, and ms the health care
providers and Participants of the coverage decision.

The PBM shall make copies of its formulary available to each Participant, at no additional cost,
upon request of the Participant or ERS. The
who call, email or write to the PBM with

st ti
sst
bus
Enroliment and Claims Data
r to the i Data as Appendix H, presents historical enroliment,
cial, utili data a claims informatio the GBP’s PDP plans.
n lysi s rmatio
A H, on salo
d it E en H. In
eet all file s stated in RFP or
data field , with their onse for

Dispensing Accuracy Rate

h

n

b
same Fiscal Year which are reported to the
d the incor or strength,
p riptions d by the PBM
Fiscal Year.
Interrogatories

PBM - Benefit Design

Describe the range of benefit designs that PBM can administer. Address at least the following:
e Percentage coinsurance;
[}
o it
ect TPA);
[ ]

e Dispense as Written ("DAW") Penalty.
Describe the PBM's proposed EDS network.

m that retail ph cies ici in the EDS ne will be reimbursed under the
terms and condi appli e mail service pha
Confirm

Unable to Confirm; the PBM shall provide a detailed explanation in Section IV.X.1. below
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W.1.c.

W.1.d

W.1.f

W.1.g
W.1.h

W10

W.2.

W.2.a.

W.2.b.

W.2.c.

Ww.2d

W2e

W.2f

W.2.g

Confirm that all costs related to the EDS network are reflected in the PBM's Price Proposal and
Response Format quoted in Article XI.

[] Confirm

] Unable to Confirm; the PBM shall provide a detailed explanation in Section IV.X.1. below

Discuss available options PBM can provide for filling and di ing mail service  scriptio
il acies. Include all iated s and whether costs are reflect nthe P
e sal and Response atqu in Article XI.
Dis yp ms by the PBM that wil lower cost drug alternatives such as
the on neri over-the-counter (“O ications.
e to cost saving efforts uss the asso d
s. | er such costs are r in the PBM's e
quo XI.

What is the PBM's pill splitting policy?

Can the PBM provide blister packs for use by assisted care living facilities in ninety (90) day
quantities?

Confirm that the PBM can administer the compound drug policy described in Article IV.N.
[] Confirm
] Unable to Confirm; the PBM shall provide a detailed explanation in Section IV.X.1. below

Describe how PBM will administer the compound drug policy under the HealthSelect PDP.

Formulary
the ous factors to cons when ing a m and detail the
edc . If there are any a iated in cre a rmulary, please

provide the cost in the Price Proposal and Response Format, Article XI.

Describe the different types of PBM formularies, including the composition of the committee
responsible for formulary development.

Describe how the PBM assures that all Pharmacy and Therapeutic Committee members are
qualified, objective and not influenced by a third party.

on o) 's 2 list des
, S , and rodu list.
to o ded tego the

Formulary should include.

Wit rd to PBM's

o elements ar d when determining drugs to be included in the formulary?
o o
o t ege formulary changes to the client and to patients,
di n<
Using the led claim files in Appendix H and ed on the i ons included
therein, ind which of the H lect PDP claims provi were on the formulary on
November 30, 2015.
s ated in dix H and based on the instru ed
t  HealthS claims provided would have ed
N  mber 30
a copy of the p ed Select PDP formulary. Provide a side-by-side
ison of the propo m tot ent formulary.
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W.2.h

Ww.3

W.3.a

W.3.a.i

W.3.b.

W.3.c.

W.3.d.

W.3.e.

W.3.f.
W.3.9.

W.3.h.

W.3.i

W.3,j

W.3.k.

how sup nges to the formulary at the request of ERS
the nts to the prescription drug formulary and the
time ions ess requires.

Retail, Mail Service, and Specialty Pharmacies

g onal, general Ilab|||ty, malp
s mcludlng the PBM’s mail
er per individual or gro
" endent vs. ch se ind and
describe separately.
If o} . cribe the providing
in h s of Texas he U.S. If
P e '
Is there a separ for filing claims, sing and paying clalms from PBM's
pharmacies outs and/or the U.S.? plea ribe. Yes []

The PBM shall confirm that under each of the re

] Confirm
] Unable to Confirm; the PBM shall provide a detailed explanation in Section IV.X.1. below.
ide a description of the ss to ensure individual pharmacies are abiding by the
sion listed in Section IV. .
Wit su t etail ies, a t fowing:
ed e | pha (i.e., n ft, check,
° by u If so, indicate the payment method by volume.

Describe the credentialing and re-credentialing process and minimum criteria for selecting a
network pharmacy.

Provide a representative specimen copy of the PBM'’s contract with its contracting pharmacies.

n.
With com ations with participating phar ies, answer the followi
the communic th and educate cipating pharmacies ut the
HealthSelect PDP?
o an co
° du ha and qu formation shall
to ne hSelect
With e ing:
° h
° b

How does the PBM resolve issues related to pharmacy non-compliance with contractual
requirements?

What performance-based systems does the PBM use in connection with retail pharmacies?
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W.3.1.
W.3.m
W.3.n.

W.3.0

w4

W4.a.

W.4.b.

Wi4.c.

W.4.c.i

W.5.

W.5.a.

W.5.b.
W.b5.c.
wW.5.d.

W.bh.e

W.E.f.
W.5g
W.5.h

W.b.i

How does the PBM measure its effectiveness in achieving retail pharmacy network compliance?
How is the network’s performance measured?

How would the PBM involve the retail pha ies in achieving ERS’ objectives in the
improvement of patient care and the reduction of all health care costs?

What steps are taken to increase generic substitution?

Retail Pharmacy Pricing

to be used by the in connec with
BM shall confirm t an admin r the
i P.

] Unable to Confirm; the PBM shall provide a detailed explanation in Section IV.X.1. below.

Describe any other g methods the PBM to use the indices ied in the RFP
and inciude in the P description the adva of usin alternative indexes.

Describe the PBM's MAC program and address the following points:
e Selection of drugs;
Number of drugs covered,;

e Frequency of updates;

¢ Available options;

e Pharmacist's incentives; and

e  MAC reimbursement determination.

Using the led claim files located in App x H based on the instructions included
therein, ind the following:

o FEac crip that have beenr rsed d on MAC; and

o The pric  appli to each such  scription on November 30, 2015.

PBM shall provide the specific discount and MAC pricing in the PBM'’s response.
Retail Pharmacy Audits

Is t ht to aulc\ilit included in the PBM's standard retail pharmacy contracts?
]

If the answer is “No,” how does PBM verify that Participants’ pharmacies are administering the
plan correctly?

Describe the PBM's retail pharmacy auditing capabilities, including, but not limited to:
Authenticating prescriptions with claims;

ing gen dispensing b g for branded products and proper dispensing of
onin ac ance with th cri ‘s order;

If the PBM makes recoveries during the audit process, how would such recoveries be credited to
ERS and how often;

The percentage of retail stores that is audited each year for the PBM's book of business;
The percentage of total claims that is audited under the PBM’s book of business each year;

The process by which a retail pharmacy may be terminated from the network due to fraud, abuse
and other improprieties;

The frequency of the audits;
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W.5,.
W.5.k.

W.b.I

W.5.m.

W.6.
W.6.a.
W.6.b.

Wé.c.
wW.6.d.

W.6.e

W.6.f

W.6.g

W.6.h
W.6.i.

W.6.j

W.6.k.

The PBM shall submit the most recent copy of a retail pharmacy audit report.

Ph cy (complete the fo ng for 2015):
Pe of rk Pharmacies A d:
Desktop
On-Site
At Random
By Independent Agent
Percent of pharmacies needing cor action
Percent of retail pharmacy contract nated due to audit:

Most prevalent reason for pharmacy termination

The PBM shall confirm that audits do not use extrapolation to determine results.
Confirm
Unable to Confirm; the PBM shall provide a detailed explanation in Section 1V.X.1. below

The PBM shall confirm that ERS shall receive 100% of the funds recovered as a result of the

audits.
[] Confirm
] Unable to Confirm; the PBM shall provide a detailed explanation in Section IV.X.1. below.

Mail Service Pharmacy Management
Does the PBM own and operate its own mail service pharmacy(ies)?
What are the locations of the PBM'’s mail service pharmacies?

Which locations would be responsible for servicing HealthSelect PDP Participants? Include
locations that handle specific medication types, if applicable.

What are the hours of operation of the PBM’s pharmacy help desk?

How odoes the selected PBM propose to transition existing mail service refills from the current
PBM?

Would the PBM contact physician offices to transfer existing prescriptions into the PBM’'s mail
service pharmacy?

ly outline the y that take place at the PBM’s mail service facility. Include
ights of proce S quality control measures.

Briefly outline the PBM's mail service program as it relates to cost containment.

, answer the fo

ship them to th ipants?
use?
pe re itive?
ca s ring cold packs will be sent

regardless of the weather.

Describe online integration, if any, with retail pharmacies to ensure non-duplication and to identify
potential adverse drug interactions.

age daily number of prescriptions filled by mail service from January 1, 2015
31, 20167
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W.6.k.i.

W6.IL

W.6.m
W.6.n.
W.6.0.

W.6.p.
W.6.q.

We6.r

W.6.s

W.6.t.
W.6.u
W6.v

W.6.w

W.7

W.7.a.

W.7.b.
W.7.c

Does this represent an increase in volume from the previous year? [0 Yes [ No
If yes, by how much?
What is the mail service facility’s projected excess capacity to fill prescriptions as of:
January 1, 20167
January 1, 2017?
January 1, 20187?
How often does the PBM’s mail service switch generic manufacturers?

How are Participants notified of the switch?

Wit to the ensing proc w llowing:
o a det of the mail d g process from the time a new
service staff.

once r ved, were
or grea

Discuss the PBM's mail service quality assurance program.

Wit

® olen.

[ ]

[ ]

How a Partici cancel a prescription? Include a discussion of when and how the

Partic and plan dited for such a cancellation.

Describe the PBM's return policy. Include when and how the Participant is credited and how the
plan is credited for the return.

What is the PBMs policy in substituting A-rated generics through the mail service process?

What is PBM's policy in substituting less than A-rated generics through the mail service process?

on dis ng tices at the PBM’s service
c g ript controlled subst s, and
en

Identify the mail service facilities affected by these state/federal regulations.
Mail Service Pharmacy Pricing
Wit ard packagin , e :
o s th M’'s mail r d No
u e HealthSelect PDP?

e absence of repackaging?

repackaged?
Does the PBM, parent organization or any affiliate or subsidiary of PBM own a repackager/labeler
company?

How often are AWP price updates applied to the PBM'’s adjudication system?

What would be the rate impact (discount and MAC pricing) for the ma proposal should
ERS institute a mandatory mail service requirem ant for all maintenance ns?
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W.8.

W.8.a.

wW.e

W.9.a.
W.9.b.
W.9.c.

wW.9.d

W.9.e.

W.9.f

WJO.g

W.9.h.
W.9.i.
W.9,.
W.9.k.

W.9O.l

W.9.m.

W.9.n,
W.9.0.
W.9.p.

wW.o.q.

Mail Service Pharmacy Audits

Wit ail se c¥ a provide t llowing rs:

o udits the 's mail se pharm

o a erforms the audits.

° I: oERS, mail service program subject to the
i ork’

TheI PBM shall provide a copy of its most recent mail service facility audit. If not available, please
explain.

Retail and Mail Service Pharmacy Clinical Management and Managed Care Programs

Do the PBM's mail service and retail pharmacy networks utilize the same Participant prescription
data for DUR purposes?

Discuss how the PBM identifies off-label drug dispensing.
What is the PBM's policy regarding physician notification of potentially serious drug reactions?

Does the PBM offer integrated patient, pharmacy and physician communications?
Yes [ No

If yes, describe.

Is a ed pha st able by toll-freet  hone line y-four (24) hours a day, seven
() d week, P mail service facil If not, de the availability.

Describe the drug on and ltation provided to patients who purchase medication
through the PBM's ice phar

What verific n ss does the PBM use to ensure that the pharmacist is entering the proper
number ofd ' ?

If there is a conflict, does the pharmacist receive a warning or a message indicating that the claim
shall not be paid?

Describe the PBM's concurrent DUR program.
Does the PBM expect to make updates to its DUR program in the future? If so, please describe.
How does the PBM ensure retail and mail service pharmacy compliance with DUR messages?

Provide information concerning the personnel dedicated to utilization management and outcomes
measurement.

Describe the PBM'’s prior authorization and/or case management programs, including integration
capabilities with the TPA and MA carriers.

The PBM shall describe how it coordinates with the TPA and MA carriers regarding Medicare
Part B and D.

How does the PBM determine who is responsible for Medicare Part B and D coverage?
What flexibility does ERS have in deciding which edits are hard and which edits are soft?

Describe communication programs used to educate pants on prescription drug
utilization, compliance with drug regimens, generics, ffective d and formularies.

How does the PBM educate physicians about drugs covered under the plan and the availability of
lower cost alternatives?
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W.o.r.
W.9.s
W.o.t

W.9.u

W.11

W.11.a.

W.11.b.
W.11.c.
W.11.d.

W.11.e.

W.11.1.

W.11.9
W.11.h
W.11.0.

W.11,j.

Describe how the PBM identifies and monitors Participants with high drug utilization.

Does this include controlled substance usage and potential fraud and abuse circumstances?

Wit d PB
° o PB
o o PB delin
o d s nts ut disease
nt prog
o have a ease management program integration capabilities with the TPA and
MA carriers;

e Discuss the PBM's outcomes management program.

Describe the PBM's clinical intervention programs. Your answer should include, but not be
limited to, a description of the medical staff that oversees the development of the PBM'’s clinical
programs.

Mail and Retail Pharmacies - Other

Confirm that the PBM will guarantee that ERS shall be charged only the ric price and the

plan cipant shall b arged with only the generic copayment if the ic is out of stock
and nd name drug sper sed.
[] Confirm

] Unable to Confirm; the PBM shall provide a detailed explanation in Section IV.X.1. below

Specialty Pharmacy Management

Does the PBM offer a specialty pharmacy program that integrates with the medical program?
(] yes [J No

If yes, please describe the program.

Does the PBM contract with, or own, one or more specialty pharmacies?
(1 Yes [ No

If yes, please provide a list of the specialty pharmacies.
How long has the PBM had the specialty pharmacy program in place?
What is the total annual purchasing volume of PBM’s specialty pharmacy?

Please use the table provided in Appendix N and provide a list of specialty medications
dispensed by the specialty pharmacy.

How many clients does the PBM currently provide specialty pharmacy services to?

p specialty pharmac (Note: PBM's
al to contact these ¢ nces to ss the
s has provi and aut the

orga ions/entities to p  de such information to ERS, shall re nd hold harmless

ERS all such informa )
Please provide a list of specialty medications dispensed by the specialty pharmacy program.
What are the locations of the PBM's specialty drug pharmacies?

h lo ns would be sible for servicing HealthSelect PDP Participants? Include
ons handle specific ation types, if applicable.

What are the hours of operation of the PBM’s pharmacy help desk?
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W.11.k.

W11

W.11.m

W.11.n

W.11.0.
W.11.p.

W.11.q

W.A1.r

W.11.s.
W.11.t.

W.11.u

W.11.v

X1

answer this “N/A."

Eg\'(v/l ;!oes the selected PBM propose to transition existing specialty drug refills from the current

Would the be willing to contact physician offices to transfer existing prescriptions into the
PBM's spe drug pharmacy?

ly outline the at that take place at the PBM's specialty drug facility. Include
ights of proce ta quality control measures.

Briefly outline the PBM's specialty drug program as it relates to cost containment.

, answer the fo

ship them to th ipants?
use?
pe itive?
ca ring cold packs will be sent
regardless of the weather.
be g , if any, with retail pharmacies to ensure non-duplication and to identify
ial u ractions.
Wit to rug dispensing pr s, an follo
° a ption of the spec drug ng p s from the time a new
, once ved, were
s or gre

Discuss the PBM's specialty drug service quality assurance program.

Wit th

L th olen.

° he

o he

How a Participant cancel a presc Include a discussion on when and how the
Parti and plan is credited for such a ation.

Describe the PBM'’s return policy Include when and how the Participant is credited and how the
plan is credited for the return.

Deviations

Review the deviations instructions referenced in Section 1.B.2.

Affirm that th with all of HealthS ign, Eligibility,
Network and nts as des d herein | .
[ Affirm [ Affirm with the proposed Deviations
If e a detailed description of each of the deviations between the
P ments.
P :
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Thi
EG
the

A1

A2

A3

A4

A5

A6

A7

A7.a.

SC s |,

, € R S
p y network, and g pr rements for the
s to the RFP and ct ts only through
/ XI.
EGWP PDP
ERS and kg d Inform n and G Govern PBM shall r to the
information i in ons IV.A. IV.B. for rmation ning to ERS’ ground

and GBP governance.

statutory law, re ions and rd
ive Director, and "staff, as mit by CMS. ERS requires the selected PBM to

replicate the benefits and program requirements s presented in this Article.

ve, PBMs may submit either an EGWP +
roduct so long as the plan submitted b

If the plan in Wrap cove the EGWP shall pr a single tran on
coordination of ts (“COB") pr in order to p a single rom the perspe of
the Medicare-primary Participants.

The EGWP PDP should be administered in a manner so as to maximize the various sources of
federal funds available in connection with EGWP.

The PBM shall administer the EGWP PDP benefits presented in the Evidence of Coverage, a
current copy of which may be found at the following link:

i that ot
n i es s a
n this of

the program.
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A8

AS

B.1
B.2

B.3.

C2

D2

D.2.a.

D.3

f):laci:r'r\llI gayments. The PBM pays all EGWP PDP claims based on the enroliment data certified
y .

an to th p plan or si COB.
m less ction to the i re the
no s copayment and the plan’s net cost is no more
than under the EGWP plan.

Eligibility
The PBM shall comply with the Medicare eligibility requirements stated herein.
elig Participants are th Medica  rimary

tsw re members of the as defi in the
dn ents thereto.

gibl elect Rx plan that decline cove will not have
yp elig ipant for the HealthSelect icare Rx that
clin | late
Retail Pharmacy Network
rk ctisa POS plan with es y dis ed
in and ru ns. In additio P ants de
U Thec it yn k has desig
characteristic in mind and with the express intent ng e cho both
and chain pharmacies.
Retail acy . ERSisinte i
also in din 's most cost \
ing an alter ve iln plete
t M e HealthSe R Ph , that
Il e to the EGWP retail network. In addition, PBM
Il ru leting the table in Appendix N, PBM's Specialty
Drug Pricing.

Retail Pharmacy Reimbursement

The PBM shall reimburse retail network pharmacies based on an amount determined as the

t
f applicabie, lor less (c)the deductible, if
CMS plan qu ations.

The retail maintenance fee is an amount paid by the Participant, in addition t, for
ma ati a armacies. The retail maint for a
Tie a g 3 itional information regarding the
EG pl d of r
The EGWP P has a de tible that ies tor , extended days’ supply, and mail
service pharm s. The uct is applied r to the lication of the copayment.
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E.1.c.

E2

E.3.

Mail Service

The selected PBM shall be capable of providing mail services to meet the needs of the EGWP
PDP Participants.

th a
Id d
ca d
e (1) retail t; 31-60 day supply for
(3) retail ¢ .
Currently, ERS reimbu the PBM for cov drugs di mail se on an
amount equal to (a) ing nt cost plus (b) d sing fee | service and/or

the deductible, if applicable.

The PBM shall submit its proposed mail service reimbursement rates in the PBM’s Price Proposal
and Response Format, Article XI.

ent ail
, if , PB
su f ap
The
° of ptions;
o y g special handling
tions;
red Participants;
etion;

by mail service with the name of the drug
nt paid by the plan for the drug over and
opayment;
with all insulin orders.

Extended Day Supply Retail Network

nt must be allowed to obtain from a community

edic at a retail pha y under the same
he s medication wa ained through the

Average Wholesale Price (“AWP”)

is the term us ny one of the recogn

salers in the States for the drug
ce pan (

u ermi {
bu , h an alternative pricing index for computing its

o}
pharmacy prices, please describe such method.
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G2

K2

K3.

L2

ERS reserves the right to utilize any pricing index it believes to be in the best interests of the
PDPs throughout the Contract Term.

Formulary
The HealthSelect PDP currently has a three-ti
covered un e nt formulary n
the PBM a viable
ixG. The PBM’s po all
to offer for Health ct pan
changes to nor i a new form
val of ERS, uniess y law.

Therapeutic Substitution

ERS does not allow the PBM to initiate therapeutic substitution under either the retail or mail
program. However, ERS may implement such a program at its discretion.

Drug Utilization Review

Condition anagement

The PBM shall provide dition Ma Programs on behalf of the EGWP PDP
Participants in order to pro additional inment. The cost for such programs shall be
included in the PBM's Price Proposal and Response Format. The Condition Management
Pro currently in place in the EGWP PDP are applied to:
ratory Program;
Diabetes Program;
Cardiovascular Program;

plement, and a ter the 's Co tion
PBM and ERS, EGWP Partic nts.
d modifications to the Condition Management
rmines to be in the best interest of Condition

Il notify ERS n ERS’ consent to any
ams prior to nting or making them
available to the EGWP Participants.
c
g
u
adherence improvements.
Prior Authorization
The PBM shall p prior au tion programs in order to provide ad nal cost
containment in the P PDP. ation about prior authorization may be d at the
following link:
The cost for such p all be inclu in the PBM's sal and se Format,
Article XI. All savin ble to such  grams shall a tothe E DP.
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N.2

N.2.a.

N.2.b.

Q.1.a.

Compound Drugs

D 0

® w

administering this policy.

Coordination of Benefits
an under which an EGWP PDP Participant has

es the p plan as its PBM. The
ion for Ith coverages with ERS’
rm
at
The rsuch  grams shal luded in 0s
Alls attribu  etosuchp s shall a crue solely to the EGWP PDP.

Medicare Part B Coordination of Benefits. The PBM shall include Medicare Part B
coordination at point-of-sale in the PBM's Price Proposal and Response Format, Article XI.

the plan design.

In
at
e,
is
t for this process shall be included in the PBM’s

GBP Annual Enroliment Periods

PBM shall refer to information in Sections IV.P.1. — IV.P.1.c. for information pertaining to the GBP
annual enroliment periods.

Grievances and Appeals

For information regarding Grievances and Appeals for the EGWP PDP, PBMs shall refer to the
information in Chapter 7 of the current Evidence of Coverage (which begins on page 80), a copy
of which may be found at the following link:

The PBM shall provide support for this function.

Pharmacy Network Management

Pharmacy k Mana Requir ts. The PBM shall provide all services specified
in this RFP g, butn to, the ing:
a
nt,
in
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Q.1.b.
Q.1.c.

Q.1.d.

Q.1.e.

Q1f

Q14

Q.1.h

Q.1.i

Q.1

Q.1.k

R.1.a.

R.1.b.

R.1.c.

The PBM shall provide ongoing management of the pharmacy network.

u p ope with reas sts by E
t ro ch to the any re
ri nt

PBM shall prov  ongoing review of re  pharmacy reimbursement rates and recommend
stments as appr  iate, subject to consu ion with and approval by ERS.

The PBM shall provide initial and educat to ensure that macies are
familiar with and knowledgeable re the ben s (including any n changes)
and other plan provisions.
PBM shall prov  ongoing review of th pharmacies and recommend
stments as appr iate, subject to consu | by ERS.

The PBM shall conduct an ongoing pharmacy quality assurance review to be monitored via
periodic Participant surveys and other reporting mechanisms.

the pharmacy k, the PBM shall pro ing
re] uthorization of s and monitoring, and ent
In n m e int is
no p en mail a
su t on BM, cy
practice.
Clinical Management
PBM shall provide ongoing utilization man , incl but limited drug
ation review such as prior authorization, step and em ement rams
described herein.
ha no
P se
th at.
su

The PBM shall act in the best interests of t

plicable laws and regulations.

n needed to determine coverage for a particular
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S.1.a.

TA

U.1

U.1.a.
U.1.b.

ci ts, compares that in
p ders and Participant ecision.

vailable to each EGWP PDP Participant, at no
or ERS. The PBM shall train its employees to

rom
in w
bus
Enroliment and Claims Data
r to the ie a refer as dix H. This appendix presents hist
Iment, fi l, Z n, cost and ly claims information from the GBP's
plans.
instructions to obtain electronic information is
data exhibits this appendix. Ins
endix H. In on to the exhibits,
rmation on all Medicare-eligible Participants,
d
a
s
ir
Dispensing Accuracy Rate
PBM shall comply with CMS requirements with regard to the dispensing accuracy rate.
Interrogatories
PBM - Benefit Design
Describe the range of benefit designs that PBM can administer. Address at least the following:
e Percentage coinsurance;
Describe the PBM'’s proposed EDS network.
m that retail ph cies icipating in the EDS ne will be reimbursed under the
terms and condi appli e to the mail service pha
Confirm

Unable to Confirm; the PBM shall provide a detailed explanation in Section V.V.1. below

46

V. EGWP Prescription Drug Program Plan Design, Eligibility,
Network and Program Requirements



U1.c

Uig
U1h

U.1.i.

U1

u.2

U2.a

Uz2b

U.z2.c.

u.z2d.

U.2.e.

v.af

Uz2g.

Confirm that all costs related to the EDS network are reflected in the PBM’s Price Proposal and

RDe ormat quoted in Article XI.
[J Unable to Confirm; the PBM shall provide a detailed explanation in Section V.V.1. below.
o} ov ing and di ing mail service prescriptio
| ed d whether costs are reflected in the P
d qu rticle XI.
Dis yp ms by the that will promote lower cost drug alternatives such as
the on neri OTCm tions.
eto cost saving efforts discuss the asso d
s. | er such costs are r ted in the PBM'’s e
quo XI.

What is the PBM'’s pill splitting policy?

Can the PBM provide blister packs for use by assisted care living facilities in ninety (90) day
quantities?

Confirm that the PBM can administer the compound drug policy described in Article V.M.
[J Confirm
] Unable to Confirm; the PBM shall provide a detailed explanation in Section V.V.1. below.

Describe how PBM will administer the compound drug policy under the EGWP PDP.

Formulary
ious rs fo ary and detail the
If a om formulary, please
in th e

Describe the different types of PBM formularies, including the composition of the committee
responsible for formulary development.

Describe how the PBM assures that all Pharmacy and Therapeutic Committee members are
qualified, objective and not influenced by a third party.

n o] 2 list des
s , d rodu list.
o] (o] d tego the

Formulary should include.

Wit rd to PBM's

e elements ar d when determining drugs to be included in the formulary?
o o}
e g _ ege formulary changes to the client and to patients,
i N7
Using the ed claim files in Appendix H b on the instructions included
therein, in which of the PDP claims pro d on the PBM'’s formulary on
November 30, 2015.
in dix H and on the instruct ed
P claims pro would have b ed
30
Provide of t M's pro EGWP formulary. Provide a side-by-side comparison of
the prop rmu the cur rmulary.
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U.2h

u.2.i

u.s.

U.3.a

U.3.b

U.3.c.

uU.3.d

U3.e

U.3f

U3g
U.3.h

U.3.i.

U.3,.

sup nges to the formulary at the request of ERS

nts to the prescription drug formulary and the
ions ess requires.
all C filings ed to formulary, Medication
therc ms on a ly basis.
provi etailed explanation in Section V.V.1.
Retail, Mail Service, and Specialty Pharmacies
g onal, general liability, malp
s , including the PBM's mail
per individual pha or up? If
dent vs. chains), in te and
describe separately.
If and/or “ cribe the providing
in ion of t ts of Texas he U.S. If
P nswer this “N/A."
Is as for filing cl ng claims and g claims from PBM’s

and/or the If yes, please ibe.

A

The PBM shall confirm that under each of the re

etailed explanation in Section V.V.1.

e a description of the PBM'’s ess to ensure individual pharmacies are abiding by the

on listed in Section V.U.3.c. a

Wit su t rse retail ies, a t lowing:
. ed e retail pha (i.e., n ft, check,
° by u If so, indicate the payment method by volume.

Describe the credentialing and re-credentialing process and minimum criteria for selecting a
network pharmacy.

Provide a representative specimen copy of the PBM'’s contract with its contracting pharmacies.

n.

With rd to commun th PBM'’s partic m , answer the

° will the PBM ate with and ed ip pharmacies EGWP
PDP?

o an co

o du ha lete a lity information shall

to ne GWP

With e ing:

° h

o b
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U.3.k

u.3.l

U.3m
u.3.n.
U.3.0.

u3.p

u.4

Ud.a

U4.b.

Ud.c.

U.4.c.i

U5

U.5.a.
U.b.a.i.
U.5.a.ii

U.5.a.iii

U.5.a.iv
U.5.a.v.

How does the PBM resolve issues related to pharmacy non-compliance with contractual
requirements?

What performance-based systems does the PBM use in connection with retail pharmacies?
How does the PBM measure its effectiveness in achieving retail pharmacy network compliance?
How is the network’s performance measured?

How would the PBM involve the retail pharmacies in achieving ERS’ objectives in the
improvement of patient care and the reduction of overall health care costs?

What steps are taken to increase generic substitution?

Retail Pharmacy Pricing

The RFP s the ndices in le V.G. to be by t in conne with the
EGWP PD , for le). The shall confirm can ter the p indices
in connection with the EGWP PDP.

Confirm

Unable to Confirm; the PBM shall provide a detailed explanation in Section V.V.1.
Describe any other g methods the PBM to use the indices specified in the RFP
and include in the P description the adva of usin alternative pricing indexes.

Describe the PBM’'s MAC program and address the following points
e Selection of drugs;
e Number of drugs covered;

CMS MAC comparison;

o Frequency of updates;

¢ Available options;

e Pharmacist’s incentives; and

e MAC reimbursement determination

Usi b nstructions included
the

° d

° N 015.

PBM shall provide the specific discount and MAC pricing in the PBM'’s response.

Retail Pharmacy Audits

Is t ht to auﬂit included in the PBM's standard retail pharmacy contracts?
)

If the answer is “No,” how does PBM verify that Participants’ pharmacies are administering the
plan correctly?

Describe the PBM'’s retail pharmacy auditing capabilities, including, but not limited to:
Authenticating prescriptions with claims;

ing gen dispensing b g for branded products and proper dispensing of
onin ac ance with th cri s order,

If the PBM makes recoveries during the audit process, how would such recoveries be credited to
ERS and how often;

The percentage of retail stores that is audited each year for the PBM’s book of business;

The percentage of total claims that is audited under the PBM’s book of business each year;
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U.5.avi. The process by which a retail pharmacy may be terminated from the network due to fraud, abuse
and other improprieties;

U.5.a.vii.  The frequency of the audits.

U.5.b. The PBM shall submit a most recent copy of a retail pharmacy audit report.
Us.c. Ph cy A (complete the fo for 2015):
Pe of N rk Pharmacies A
Desktop %
e On-Site %
e At Random %
o %
° action %
. nated due to audit: %
. nation
U.5.d. The PBM shall confirm that audits do not use extrapolation to determine results.
Confirm
Unable to Confirm; the PBM shall provide a detailed explanation in Section V.V.1
Ub.e. The PBM shall confirm that ERS shall receive 100% of the funds recovered as a result of the
audits.
Confirm

Unable to Confirm; the PBM shall provide a detailed explanation in Section V.V.1

Mail Service Pharmacy Management

U.6. Does the PBM own and operate its own mail service pharmacy(ies)?
Ub.a. What are the locations of the PBM’s mail service pharmacy(ies)?
U.6.b. Which would b le for icing EGWP PDP Participants? Include locations
that ha ific medi , if ap ble.
Ub.c. What are the hours of operation of the PBM’s pharmacy help desk?
u.6.d
Ub.e How ;Joes the selected PBM propose to transition existing mail service refills from the current
PBM?
ue.f Would the PBM contact physician offices to transfer existing prescriptions into the PBM's mail
service pharmacy?
Ue.g Briefly outline the that take place at the PBM's mail service facility. Include
highlights of proce quality control measures.
U.6.h Briefly outline the PBM’s mail service program as it relates to cost containment.
U.6.i. ns, answer the following:
d ship them to the Participants?
use?
pe itive?
ca ring cold packs will be sent
regardless of the weather.
U6, be integra , if any, with retail pharmacies to ensure non-duplication and to identify
ial e drug ractions.
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u.6.k.

U.6.k.i.

ueé.l

U.6.m.

U.6.m.i.

U.6.n

U.6.0.
U.6.p.

Ub.q

Ub.r

U.6.s.
U.6.t.
U.6.u.

U.6.u.i

u7

U7.a

u.7.b.

What was the average daily number of prescriptions filled by mail service from January 1, 2015
through December 31, 20157

Does this represent an increase in volume from the previous year? [] Yes [] No
If yes, by how much?

What is the mail service facility’s projected excess capacity to fill prescriptions as of:
e January 1, 20167

January 1, 2017?

January 1, 2018?

How often does the PBM’s mail service switch generic manufacturers?
How are Participants notified of the switch?

With regard to the mail service dispensing process, answer the following:
Provide a detailed description of the mail service dispensing process from the time a new
prescription arrives until it is mailed.

o Specify the steps that are completed by mail service staff.

. b

o e p once ved, were
g ) orgre

Discuss the PBM’'s mail service quality assurance program.

Wit t

. il olen.

° n

. h

How does a Participant cancel a prescription? Include a discussion of when and how the
Participant and plan is credited for such a cancellation.

Describe the PBM'’s return policy. Include when and how the Participant is credited and how the
plan is credited for the return.

What is the PBM's policy in substituting A-rated generics through the mail service process?
What is PBMSs policy in substituting less than A-rated generics through the mail service process?
o} i disp ng tices at the PBM'’s service
g p ript controlled subst s, and
e

Identify the mail service facilities affected by these state/federal regulations.

Mail Service Pharmacy Pricing

Wit rd packagi ugs, the ng:

o th M’s mai icer ed I'_gl No

o [f yes, how will such ing impa tsu e EGWP PDP?
o Describe how repac I benefit

° da in the of repackaging?

° the ctisr d?

o ofa uct?

Does the PBM, parent organization or any affiliate or subsidiary of PBM own a repackager/labeler
company?

How often are AWP price updates applied to the PBM’s adjudication system?
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U.7.c.

u.s.

U.8.a.

u.s.

U.9.a.
U.9.b.
Ug.c.

u.ad.
U.9.e.

u.af

U.9.h.
U.9..
u.9,.
U.9.k.

us.l

u.g.m.

U.9.n
U9.o
Uso.p

U.9.q.

What would be the rate impact (discount and MAC pricing) for the ma proposal should
ERS institute a mandatory mail service requirement for all maintenance ns?

Mail Service Pharmacy Audits

With regard to mail service pharmacy audits, provide the following answers:

o Are teau  perfor a P mail service pharmacies?

e Des thef  ency, s d d! s the audits.

e Is the mail pharmacy shall mail service program subject to the
same audit sasthe P retail ork?

Th(—:‘I PBM shall provide a copy of its most recent mail service facility audit. If not available, please
explain.

Retail and Mail Service Pharmacy Clinical Management and Managed Care Programs

Do the PBM's mail service and retail pharmacy networks utilize the same Participant prescription
data for DUR purposes?

Discuss how the PBM identifies off-label drug dispensing.
What is the PBM's policy regarding physician notification of potentially serious drug reactions?

Does the PBM offer integrated patient, pharmacy and physician communications?
[0 yes [ No

If yes, describe.

Is a ed pha st able by toll-free t hone line twenty-fo 4) hours a day, seven
("nd week, P mail service facil If not, describe the lability.

Describe the drug information and consultation provided to patients who purchase medication
through the PBM's mail service pharmacy.

What verification process does the PBM use to ensure that the pharmacist is entering the proper
number of days' supply?

If there is a conflict, does the pharmacist receive a warning or a message indicating that the claim
shall not be paid?

Describe the PBM’s concurrent DUR program.
Does the PBM expect to make updates to its DUR program in the future? If so, please describe.
How does the PBM ensure retail and mail service pharmacy compliance with DUR messages?

Provide information concerning the personnel dedicated to utilization management and outcomes
measurement.

Describe the PBM'’s prior authorization and/or case management programs, including integration
capabilities with the TPA and MA carriers.

The PBM shall describe how it coordinates with the TPA ‘and MA carriers regarding Medicare
Part B and D coverage.

How does the PBM determine who is responsible for Medicare Part B and D coverage?
What flexibility does ERS have in deciding which edits are hard and which edits are soft?

Describe communication programs used to educate pants on prescription drug
utilization, compliance with drug regimens, generics, ffective d and formularies.

How does the PBM educate physicians about drugs covered under the plan and the availability of
lower cost alternatives?
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uor
U.ori
U.9s.

U.at

U.10

u.1

U.11.a.

U.11.b.
U.11.c
U.11.d.

U1lle.
U111

u.11.g.
U.11.h.
U.11.h.i

U.11.i

Describe how the PBM identifies and monitors Participants with high drug utilization.

Does this include controlled substance usage and potential fraud and abuse circumstances?

Wit d to PBM’
o oes PBM
° oes PBM delines;
e How does PBM educate physicians, nts about disease
nt prog
° have a ease management program integration capabilities with the TPA and
MA carriers;

e Discuss the PBM’'s outcomes management program.

Describe the PBM’s clinical intervention programs. Your answer should include, but not be
limited to, a description of the medical staff that oversees the development of the PBM's clinical
programs.

Mail and Retail Pharmacies - Other
shall be only the ric price and the
generic nt if the ic is out of stock

tailed explanation in Section V.V.1.

Specialty Pharmacy Management

Does the PBM offer a specialty pharmacy program that integrates with the medical program?
[JYyes [ No

If yes, please describe the program.

Does the PBM contract with, or own, one or more specialty pharmacies?
If yes, please provide a list of the specialty pharmacies.

How long has the PBM had the specialty pharmacy program in place?
What is the total annual purchasing volume of PBM's specialty pharmacy?

Please use the table provided in Appendix N and provide a list of specialty medications
dispensed by the specialty pharmacy.

How many clients does the PBM currently provide specialty pharmacy services to?

p three ( he sp h cy pro (Note: The PBM's
al reque RS to t client nces to discuss the
s other the PBM has provi and author the
orga ions/entities to provide such information to ERS, and shall ase and hold less

ERS all such information.)
Please provide a list of specialty medications dispensed by the specialty pharmacy.
What are the locations of the PBM'’s specialty drug pharmacies?

Which would ble for servicing EGWP PDP Participants? Include locations
that ha ific me s, if applicable.

What are the hours of operation of the PBM’s pharmacy help desk?
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U.11,j.

U.11.k.

u.11.1

Uu.11.m.

U.11.n.
U.11.0.

U.11.p.

U.11.q

U.11.r.
U.11.s.

U.11.t

U11.u

V.1

answer this “N/A.”

ll;llg\ll\v/I goes the selected PBM propose to transition existing specialty drug refills from the current

Would the PBM be willing to contact physician offices to transfer existing prescriptions into the
PBM's specialty drug pharmacy?

Briefly outline the daily operations that take place at the PBM’s specialty drug facility Include
highlights of procedures that target quality control measures.

Briefly outline the PBM's specialty drug program as it relates to cost containment.
Wit
o nts?

Describe the PBM's process on how all packs will be sent
regardless of the weather.

Describe online integration, if any, with retail pharmacies to ensure non-duplication and to identify
potential adverse drug interactions.

Wit to rug dispensing s, an following:

o a ption of the sp drug ng process from the time a new
a .

o st db

° st db

° s pe once r ved, were

dispensed in twenty-four (24), forty-eight (48 or grea

Discuss the PBM's specialty drug service quality assurance program.

Wit s th t

o e th il olen.

J the n

o the h

How a Participant cancel a Include a discussion on when and how the

Partic and plan is credited for s ation.

Describe the PBM's return policy Include when and how the Participant is credited and how the
plan is credited for the return.

Deviations
Review the deviations instructions referenced in Section |.B.2.

Affirm that the PBM shall comply with all of the EGWP PDP Plan Design, Eligibility, Network
and Program Requirements as described herein Article V of this RFP.

[ Affirm [] Affirm with the proposed Deviations
If numerate and de a detailed description of each of the deviations between the
P se and these r ements.

PBM’s Requested Deviations Detail:
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(o) c e ie e s

This Article describes the PBM’s communication requirements with Participants, retirees, State Agencies,
ERS staff, and other constituents, as further described herein. The PBM shall administer the PDPs in a
manner consistent with all applicable laws and regulations, both state and federal, including the Board Rules,
and at the direction of ERS' Board, its Executive Director, and ERS staff. Any start-up costs and the cost of
the requirements described herein shall be recovered by the PBM by making provisions for such expenses in
the PBM's Price Proposal and Response Format, Article XI.

The PBM’s communication materials designed fo
warrants that it shall not, advertise or promote co
those relating to the PBM’s participation in the G
design and content shall follow a formal process t
cases, the PBM is not allowed to disseminate m
prior written ERS approval. The final materials us
those approved by ERS.

CMS rules and regulations ma with ERS’ ¢ on requi with to th

PDP. In the event of such a CMS’ rules tions wil over omm

requirements. The PBM shall provide advance writte all CMS com ons,

a list of all known CMS-required communications, triggers, and associated distribution dates.

A. Program Specific Overview
In all cases, the PBM's communication materials, whether disseminated via the Internet, written,

ng to to be set by
be re submit to ERS
ns to but not be i
a
p
a ' M shall not
d all provide
a unications
(“BCOM”) representative.

A1 Prohibition. The PBM shall not discuss, advertise, distribute, or in any manner allude to
coveracg,e, products, or materials other than those approved by ERS. This prohibition also applies
to the GBP-specific websites to be used by Participants.

A2 hav lity to dcu

es, depe te A
de t rial el to E

g and electronic editing.

A2a GBP-specific materials shall be designed to ERS’ specifications, which may include electronic,
printed, and mailed newsletters, handouts, brochures booklets, tutorials, video presentations,
required letters and enrollment materials and forms. The PBM shall not distribute these
communication materials until they have gone through a formal review process at ERS as
discussed in Sections VI.A.5.-VI.A.5.a. below.

A2b Once communications are approved by ERS, the PBM may not alter the materials in any way
without ERS’ permission.

A2.c. In addition to the ERS-specific materials, ERS may suggest refinements to other nd
will work with Is seded. These include operating do ch
as system-ge , ce of Coverage (“EOC”), claim and
denial letters, d nts, promotional items and all o gram

communications.
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A3

A.3.a.

A3.b

A4

A5,

Ab.a

A6

A.6.a.

Plain Language Requirement. The PBM is
materials explaining the plan to eligible employ
the PBM to comply with TDI's plain lang
Administrative Code, Title 28, Part 1, Chapter
future, for all communication materials. Materi

e ofj

i ng th

Style
at: .
editing and customization, including legal disclaimers and other standard language.

Communication to Participants in both PDPs shall be clear and understandable, using

termi miliar to Parti mized, as required by ERS, to conform with the benefit
plan nd must be ERS prior to dissemination. All PBM communication
mate II meet the ith Disabilit 508 of the
Rehabilitation Act of 1998 (29 U.S.C. 794d), as am tment Act of
1998 (P.L. 105-220), August 7, 1998 (“Section 508") ncluding any
amendment thereto.

Communication material shall be available

communication material, such as pharmacy di

only as long as printed can be provide

shall be made for in with visual an

production, and deployment of al {

via the Internet that complies with tion 508 of the Rehabilitation Act.

Customer Benefits, Benefit Contracts, and Be
ronan asis as specified by ERS throughout the year based
ons or . The PBM should have resources sufficient to
coordin SE/FE fairs, ERS hosted fairs, and employer fairs
each year. ERS must approve training agendas and materials for external Training will
be designed to meet specific learning goals. The PBM should be able t e web-based
training in addition to in-person training.

di rwise providin wr
0 M may obtain val he BCOM divisional designee(s) for a faster
tu this will be sol he divisional designee’s discretion.
m are
"is dto
wr h a
ion way

without ERS’ permission.

ng and other Communications. The PBM is required to obtain ERS’ approval for all
newspaper, web, and social media advertisements used to promote GBP benefits

programs.

The PBM's failure to receive ERS’ approval for the use of GBP-specific ation Is
prio ination may result in an assessment of Performance G as pr in
the e Guarantees in Appendices F-1 and F-2, and/or liquidated damages and/or other

legal remedies available to ERS in the Contract.

56

VI. Communication Requirements



A7

A7.a.

AS8.

A.8.a.

A.8.b.

Media Relations, Public Information and Outreach. As a PBM for the GBP, the PBM may

to ben s
ge act vy
ot to s

writing, orbyane  on witho or
nefit Contracts, or gn s the is

. In the event such release is required by law,
uch requirement.

“and/or proprietary information, ERS reserves the right to announce to
ia:

Contract terms and conditions;
Scope of work un ;
Deliverables and under the Contract;

Im ivi
As M rformance unde nt and
An i re to the Contract ta

ERS may PBM to | the r

Contract, d under Con

the media about this Contract, the PBM agr
designee, in lieu of responding immediately to s

re o}

ag d

is o]
h ERS to develop answers to potential questions
overage occurs.

sidered confidential under Texas law. For media

s :
y of the
P
fi cts or
edia’s inquiry and all known facts of the related
circumstances.
3. Wait for instructions or, as needed, work with ERS to determine how to respond.
4, nd to the m as y ERS. (In many cases, ERS may respond to the
directly and est not respond at all.)
en S to
Y, G ve
on , re
m ia
e A Fiscal Ye ale Year;
o A ta related ive the GBP, s otherwi ecified by ERS;
o o} e GBP-sp ic la ge and sta s as out in the ERS Editorial Style

e Brand Gu ines;
e Other information if requested by ERS.

to n of r
in pe and

r ot in .
All such materials shall be pro the req timelines as ted by ERS staff and/or
its consultants and may not be outside ces without p RS consent.
Foll g ERS and on ited m Is h been provided to the PBM, the PBM shall
con to all nts by desig del able dates. If the edits, or other mutually
agr  -upon resolution edits, not been completed by designated due date,
the M may risk an a nt of P mance Guarantees as pr d in the Performance
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A9

A10

B.1.a

B.2

B.2.a.

B.2.b

B.2.c.

B.2.d.

Guarantees, Appendices F-1 and F-2, and/or liquidated damages and/or other legal remedies
available to ERS in the Contract.

Parti uests for Communication Materials. The PBM shall, at its e e, respond
to all i requests for mailed materials no later than three (3) business following a
Participant’s request.

e Change. If ana change occurs for the PBM and results in a cost to ERS in
, the PBM shall be b for the amount of the expense.

State Agencies Communications

y s. Many of the two hundred y-five (275) a
d to benefits enroliment and edu called a ben r ’
The PBM shall re es to onding to BCs and other State Ag
contacts. The P all de cust r service as well as training and educ
presentations/materials to State Agencies throughout the year.
The process sts from State A
for t eesatb fairs. The PBM

, the Texas Public Employees Association and
the Texas State Employees Union, at the PBM's expense.

I no ailable
t ye dto:
th
e Wellness fairs;
e Benefit ho by ERS ghout s;
e Various on tsandc ences
o Benefit webinars.
| indi its for ng benefits fairs and similar events
ions p en rials to attendees. For additional
FE, to IV.P.
ask that the PBM work directly with State Agencies, ERS, and other vendors to
SE/FE and other fairs.
Contract.
st co to
Il up ion
m ed
ERS’ BCOM divisional designee(s) will designate those events for which the PBM's attendance is
required. PBM a edges accepts tha nal obligations and en to
these req ents m ome n sary should plan changes or other es
warrant.

The PBM should be prepared to accommodate requests for attendance to non-ERS-sponsored
events to promote the PDPs.
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B.3

c2

D.1

Is for each
ivered upon
° ion brochures;
° ts;

Brochures explaining plan changes and updates; and
e General plan information.

Annual Enroliment Communications

Annual Enrollment Periods. As noted in further detail in Section IV.P., ERS currently has two

an e k en period for
nd d and roximately
an endents (FE).

Annual Enroliment Communications. ERS currently conducts the following comprehensive

communications tactics for each enrollment period:
¢ Multiple statewide enroliment fairs that include participation by vendors of specific GBP

° each ience (non-Me Medicare-
recor and posted on ite;
o .
e Premium rate sheets;
e Personalized enrollment statements with information on each Participant and his/her
enrollments and ams they're eligible to participate in;
° explaining plan es and updates;
e Mail-in enroliment forms;
Information on how to make enrollment changes/elections online, with the help of their State
s'BCs, v or by mail; and
) plan info

ERS’ BCOM divisional designee(s) will provide the dates and times of the SE/FE fairs when they
become available.

Ongoing Participant Communication

The I a on specialist(s) to meet and work with ERS staff
to pr ic e implementation process.

The shall have the ab  to provide customizable communication materials, as well as
mak ain communication erials are available in printed copies.

Is include, but are not limited to:

Welcome packet;
PBM's GBP-specific website;
Enrollment Presentations;

tion pieces;

r stating that the list of pharmacies is

toc ;
r;nu clu specific disclaimer stating that the formulary is subject to change;,
or ew ;
News updates S web
Publications lis thaud e and publish target dates;
enrollmen , etc.; and
act award nts and other PBM-related statements.
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D.1.a.

D.1.b

D.1.c.

D2

D.3

D.3.a.

D.3.a.i.

D.3.a.ii.

D.3.a.iii

D.3.b

D.3.c.

D.4

D.4.a.

The PBM will with ERS staff to p ce the MBPD and EOC subsequent to the Contract
award. Thew rsion shall not differ that approved by ERS and must be published on the
PBM's GBP-specific website.

events. ting
nts, ma the
in the nce

iquidated damages and/or other legal remedies
available to ERS in the Contract.

Any co th other commu n-re materials should be i d as a part
of the ] . ERS shall the to change or modify material to
accommodate ERS’ specific needs.
. t d by
al n an
s from
casual viewers.
Master t Docum Benefits ks. Each the PBM shall provide to the
AD of acts or e the M for the H Select PDP along with any
Su tal information lor a ments. For CY17, ERS will provid with a Word
ve the current M and shall provide a draft MBPD with changes by
November 15 or as otherwise directed by ERS. bsequ , PBM shall he
year's MBPD an an updated MBPD for new F r by April 1 ot
directed by ERS. osed MBPD shall show tracked changes.

MBPD Approval/Delivery Requirements. The PBM shall work with ERS to finalize all plan
documents.

ires the MBPD be ted; therefore, the printed p  uct shall not differ from that
by ERS and publis on the PBM's GBP cific webs

The shall pr a final MBPD to the Benefit Contracts’ AD no later than November 15,
2016 alendar 2016 or as otherwise directed by nd tava on the GBP-
specific website no later than December 15, 2016 unless se d by

The PBM shall pro M to the efit Contracts’ AD no later than July 31st of each
Fiscal Year for the ct oras e directed by ERS, and make it avail on
the GBP-specific website no later than Septe 1 of each Fiscal Year unless ot ise

directed by ERS.

The PBM shall follow ADA guidelines and provide an HTML version and printable version for
download by the Participant.

contractual relationship between ERS and the PBM.

EGWP PDP - e of Cover The PBM und nds, agrees and wledges that
the Contract ERS and shall control the EOC in ¢ ion with the
contractual relationship between ERS and the PBM.

EOC each Calendar Year; said EOC shall be a
evious y EOC. Once the has
| be sub d to CMS for app . All
ed to ERS, as well as any subsequent EOC
The PBM shall inform ERS in writing once the

that pri EOC
ants wi CMS
ve (45) of the
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D.4.b

D.4.c.

D.4.d

D.5.

D.6

D.7

D.7.a.

C ar Year. The final shed EOC posted on the PBM’s -spe website shall not
di om that which was ved by CMS and provided to Parti tsin ted form.

The EOC shall include an identical copy of the EGWP PDP Schedule of Benefits, a complete list

of in n prov ns and the C d mem
co requir to include the c eligib
rul s, , §81.5.

Year. Failure to adhere to these timelines

as prov in the Pe ce
mages a r other lega es
Th (1) CD-ROM or
Ex s CY 2017 E ed
by alendar days of
the dar year.
. Enrollees. The EOC shall be mailed to all new enrolle a printed
n (5) ess days after the PBM receives the Part t. For all
(o] the s publication on the PBM’s website shall be provided as required in this
section.
. days follo CMS approval, the EOC and
the PBM's site and shall be mailed within
Participants if a printed copy is requested.
materials:
o Welcome Letter;
. )
° efit plan description;
®
° rmacy di
° service/ ms;

PBM's customer service contact information;
e PBM Health Assessment form; and
e Sample EOB.

ERS and the PBM will discuss appropriate timelines during implementation.

Welcome Letter. The Welcome Letter should contain information about the PBM. The
communication piece shall contain instr ns on how to access information and forms using the
web and include the customer service ress, phone numb and hours of operation. The
PBM shall not utilize a postcard or flyer format for this commun  ion piece.

n shall issue ID to ig
d during SE/FE bs a
R .= VIL.lL1.c. of \Y) S,

further requirements.

€3~
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D.7.b.

D.7.c.

D.7.d

D.7.e.

D.8

sha ofa ed G ific ID card with the PBM's

F c ID as herein may result in an
nt as prov in the Pe ce Gu tees,
Appendices F-1 and F-2, and/or liquidated damages an other legal re availab ERS

in the Contract.

ID card delivery requirements are fully discussed in Sections VILI.1. — VILL.1.c., Operational
Specifications.

Pu 36 ,an it plan s pha b sto

Pa all the

o of adm benef ity is nt the
heal

e The eto ant;

o The the which may not be the Participant’s social security
number;

e The bank identification number necessary for electronic billing;
The effective date of the coverage evidenced by t and

¢ The copayment information for generic and brand rescription drugs.

In addition to the above referenced information, the issuer of the health benefit plan shall include

on each card:
o The logo of the entity administering the pharmacy benefits if the entity is different from the

health benefit plan issuer; and
e The toll-free telephone number for contacting an appropriate person to obtain information
relating to the pharmacy benefits provided under the plan.

The Mis e deli of
IDc s to ns VI -
VILI. . Th by th M

only by m)?king provisions for such expenses in the PBM’s Price Proposal and Response Format
in Article XI.

Member and Consumer Information Sources. The PBM shall have a variety of tools and
inforr(lnation sources for the Participants. This includes, but is not limited to, the following:
[ ]

e E bers rs he PBM works; and
e N for t w access.
Web Specifications
w te ical cations. The PBM shall adhere to all website access, format,
nt, te req ts outlined in both the ADA and Section 508.
on 508 Require The PBM shall comply Section 508. P ipants with
ilities must have a to and use of information an ta that is comparab the access
to of in w ot d ilities. All Partic ts
sh a full ei ion ai on the PBM'sw te
as he fu th
n to ADA 5 irem the
g :
b wide spe b ,inc

Internet Explorer 9.0 or newer,

Google C €;

Mozilla Fi : and
7

r

e Am e hat permits use et n links.
e Doc Id zed so they are a e
o es must have appropriate r M p used to associate

cells and header cells for
o Site must be understandable when JavaScript is turned off.
o Ifyou Flash content, altern stoac the information must be provided.
o Allim must have alternate that is riptive.
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E.2

E.2.a.

E.2.b.

E.2.c.

E.2.d.

E2.e

0 ms a hnology to access the information, field

el and letion and submission of the form, including all

di and use dependent.
e When a timed response is required, the user shall be alerted and given sufficient time to
indicate more time is required.

e Recommend that testing be done for broken links. All links should have appropriate text to

convey where the link will go. Do not use “click here.”

If applicable, the PBM must ensure the products procured by ERS under the Contract comply
with the State Accessibility requirements for Electronic and Information Resources specified in 1

T.A.C. Chapter 213.

GBP Configurable Website. The PBM sh d cific conf
website for the Participants and prospective n by ERS.
the PBM nor its subcontractors can advertise o ro hout the

prior written permission of the BCOM divisional designee.

The configurable website shall be directly lin
website shall be in final form and linked as req
for SE and/or October for FE of each year or as

the co cific web s oL

ance G provided Pen

quidate d/or othe remedies available to ERS in the Contract.
Il provi eview
each y by ER
ss, all ns on

All Vendor “Test” websites. The PBM shall

website with all information and components
lure to provide the requested
antees as provided in the
ated damages and/or other legal i

in the Contract.

The PBM’s GBP-specific home page shall include the following primary access links:

e The PBM’ licy;
¢ Customer tact information;
e Account specific information via PBM access portal,
e Program brochure;
e MBPD or EOC, as applicable;
e Plan ary;
e Drug stimator/search tool;
e Plan ons and exclusions;
Forms, as needed;
e Ap ntly asked q S,
e Ag uently used
e On ime pharma mation and search capabilities;

Disease Management Services;
e Search function; and
e Link to ERS’ website.

an
es,
RS

The PBM's custom home page shall include both the PBM's logo and ERS’ logo as required by
the latest version of the Marketing Guidelines for GBP and ERS Vendors, located in the ERS

Manual, located on ERS’  website

PBM Il provide re la

. The shall be ca in

would to contact a S
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E.3

F.1.a.

F.1.c.
F.1.d.

F.1.e

easy to use member portal that provides access

formularies;
onli pricing to allow for price comparison by Participant;
aph using specified search criteria, including location;

Download forms;

Acquire a temporary ID card;

Enroll in e-statements;

Utilize coinsurance calculator; and

Utilize member cost-share saving opportunities

PBM Website Content
e | e
w la

0 Is
differ in form or utility from those approved by ERS. The PBM'’s configurable website shall:

Provide self-service transactions for the Participants to:

o ly access the ary, research which dru re in the formulary what the member
cost are for drugs, throughout the re FY or CY, as icable, during the
Contract Term;

. b c

o e e ;

° I ut tion s, both
retail and mail, suitable for submission to for me tax
pu es and to ble b s admi r for Section 125 claims;

o Lo a service nt, to fate un d complaints and to request a telephone call

b s

° C n at, i

. si g ord se;

e R PBM Frequently A jons an ers; and

o P a “return to home” ch returns the viewer to the ERS home page.

Calenda r Infor on. Thecu e shall e the following i ation:

e Infor n that omes new ts introd the Participant PBM and

a the basic rage benefits;
o li ERS' we The PBM shall indicate the current dates for FE and SE periods

and remove all references to FE/SE enroliment periods as directed by ERS; and
Helpful Phone Numbers and websites.

Link to the PBM’s Privacy Plan

Link to Cu Service Page to the following information:
e Phone s and hours of op
Physical address;
[ ]
o

. forms; and
e Link to PBM's Appeals/Grievance process.

Link to Benefits to include the following information:
Welcome Letter;

e MBPD:; and
EOC.

Link to Prescription Drug Information as determined by ERS and provided by the PBM.
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G.1

G.2.

G.3

G4.

G4.a.

G5

G6.

G7

G.S8.

Interrogatories

Review the Interrogatory instructions referenced in Section. 1.B.3.

General Information

Pro copy of all written m als u tering the elect PDP
the P PDP coverage for Pa n mum, the response
include the following: SE and FE e (Welcome Packets) and ID Card
Information.

HealthSelect PDP

EGWP PDP

Provide any sample communication materials the PBM may have concerning

HealthSelect PDP EGWP PDP

¢ Merits of aeneric substitution:;

e The PBM's Preferred druq list;

e Medical conditions for which generic
medications are available; and

e Formulary literature

Provide a recent formulary change example, including any educational pieces for the Participant,
physician and pharmacy.

HealthSelect PDP
EGWP PDP

Describe the PBM's ability to produce Participant-specific communications.

HealthSelect PDP
EGWP PDP

Egvsv do the Participant-specific customizations impact cost or quality of communications for
?

HealthSelect PDP
EGWP PDP

The PBM shall confirm that it will customize communications as deemed necessary by the ERS
BCOM representative.

The PBM shall confirm that it will meet with ERS staff to devise a communication strategy that
may or may not include documents submitted with the RFP.

The PBM shall confirm that it will assign a dedicated communications specialist to meet and work
with ERS staff to produce the communication materials.

HealthSelect PDP LI Confirm
EGWP PDP LI Confirm

Is the PBM Section 508 compliant?
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G.8.a.

G.9

G.9.a.

G.10

G.12.

G.13.

G.14

If yes, the PBM shall provide a report evidencing its organization’s Section 508 compliance.

HealthSelect PDP
EGWP PDP

Is the PBM currently using the Web Content Accessibility Guidelines (“WCAG") 2.0 or does the
PBM have plans to use these guidelines in the future?

es o]
es 0

If not currently using WCAG 2.0, provide a date when the PBM would be able to implement the
WCAG standards in the future.

HealthSelect PDP
EGWP PDP

The PBM shall confirm that its education plan website and the PBM’s member-facing claims will
be functioning by the date specified by ERS.

HealthSelect PDP
to Confirm; the PBM shall provide a detailed

explanation in Section VI.H.1.

EGWP PDP
to Confirm; the PBM shall provide a detailed

explanation in Section VI.H.1.

The PBM shall submit a sample of all of its most updated generic communication materials that is
used for its current clients.

HealthSelect PDP
EGWP PDP

The PBM shall confirm that it will work directly with ERS and other vendors to coordinate SE/FE
and other fairs.

HealthSelect PDP Confirm
Unable to Confirm; the PBM shall provide a detailed

explanation in Section VI.H.1

EGWP PDP
to Confirm; the PBM shall provide a detailed

explanation in Section VI H.1.

The PBM shall confirm it is capable of cross-referencing the PBM assigned ID Number to the
Participant's ERS employee ID Number.

HealthSelect PDP
Unable to Confirm: the PBM shall provide a detailed

explanation in Section VI H.1.

EGWP PDP Confirm
Unable to Confirm; the PBM shall provide a detailed

explanation in Section VI.H.1

The PBM confirms that it shall not reference any web address other than the ERS-specific
website, and confirms that it will provide a toll-free customer service number.

HealthSelect PDP
to Confirm; the PBM shall provide a detailed

explanation in Section VI.H.1.

EGWP PDP
to Confirm; the PBM shall provide a detailed

explanation in Section VI H.1.
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H.1

Deviations
Review the Deviations instructions referenced in Section 1.B.2.

Affirm that the PBM shall comply with all of the Communication Requirements described herein
Article VI of this RFP.

Affirm Affirm with the proposed Deviations

ea ailed description of each of the deviations between the
me

VU=

67

VI. Communication Requirements



ns di and
ing, th s as
ma c and
att
SCri
recovered by the PBM only by making provisions Xl,
Response Format.
a
e
h

A1

Implementation Operational Requirements

e tat
s e,
B m

requirements, communication requirement

;I'rrle PBM(s) shall provide all services specified in this RFP, including, but not limited to, the
ollowing:

Imple ation Thep doft n th

Board ERS' ion of Cont e t

responsibility for the duties specified here Il n

Duri shal

. nd q reso
tatio WP

PBM to add additional staff or to remove staff from the
Implementation Team;
it shall not permit any current or prospective busi rojects or other m to inte in
any manner with the smooth and timely imple on of the Health PDP or
EGWP PDP;
e The PBM understands and agrees that time is of the essence in the performance of the
Contract and in the implementation of the HealthSelect PDP and/or EGWP PDP;
that the GBP, its ipants and ERS shall
DP and/or EGWP are not fully and com

or |
lete or pe or will not be ca
act in con n with the timely I
and/or EGWP PDP; and
o Al a ent including Pa nt
com ] in nte e Voice System M,
and s a
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A2

A3

A3.a.

A4

A.5.

A6.

Imple ion and Account . No later than the (10) busi foll the

Board . on the PBMs shal e to the Benefit Co s’ AD, or , a lete
t
a
a

support of the Contract.

The PBM's Implement and Account co

information (office, fax, cell phone num ail p

Implementation nt Team represen .

Implementation Teams are listed in Section VII.B.1. below.

The PBM shall ensure a smooth transition, without exception, of all ERS communication
processes and requirements as follows:

The PBM shall inform, via email notification, the AD of Benefit Contracts, or designee, in

ad abi the Tea point of contact.
e In of ct is not le to ERS, the PBM shall
im cf alternate coverage sufficient to meet ERS'
o adjustments or itional membe me necessary to support the
ns, the PBM dedi uch ap e staff as required by and

acceptable to ERS.

al
ou
de
Contract's onset.
The must assign a Commun lead who is dedicated to the ERS program
Com ation requirements as fully d in Article VI.
tation Team shall have both a degicated Project
r
er
ed
The PBM shall ide the names, positions

nd Project Man to ERS within ten (10)

2.
e M's
a ] the
e
Post-Implementation - Operational Requirements
t Mana nt. The I
Team ill work d h
is not limited to, a dedicated account execut
,ac p
ion s e
Tea e ed in this RFP including, but not limited to, the
following:
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B.1.a. m (“Account Execut eam”) and make ng

ERS. The results the formal perfo ce

be used in this determination. An ERS Account

thirty (30) calendar d lowing the rd

selection, and be available Monday through F y from 8:00 am. to m., central e,
excluding national holidays.

B.1.b T a im w e

T n uti t Ith P
P in e, of |
¢ Program ndat
e Planand tpra s; and
e Other cost saving recommendations.
B.2 . The PBM shall develop and provide
ation of actions in the form of with ERS at a
scheduled time agreed upon by ERS and the P
e Operational; and
e Communications.

B.2.a no o or in ng, y
ay c to ks efo y
or k hS an the

B.2.b In n b or

de , , to
its n e he
ERS account.
B.2.c. ’s ce sha con with ERS on an as- ed basis
c of edd and erics when going off nt, which
e nti ont ctp
B.3
under this Contract.
B.3.a. gal and statistical ort to st in the
PDP and shall rec any a iat sts by
nd Response Format, Article XI.
B.3.b. tioning for delivery of ad system service
olutions. The PBM shall d ate a Technical
Il technical issues, including, but not limited to,
ati for resol , within five (5) bu
as above. section does not

specifically in the Contract.
An example of a system issue includes, but is not limited to:
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B.3.c.

B.3.d.

B.3.e.

B.3.f

B.3.g

B.3.h

B.3.i

B.3]

C1

C.1l.a.

C.1.b.

have n
, all ct, inc g
ca ys from ERS’ approval.

The Account Team shall be thoroughly familiar with all of the PBM’s functions that relate directly
or indirectly to the GBP account.

In i ss clinical consultant
an on rging clinical and
uti i an .

The PBM shall provide the GBP with priority placement in all aspects of Contract performance
provided by the PBM.

ERS requires the to t with staff and/or Board of Trustees as requested to discuss

the status of the hS PDP r EGV P PDP accounts in terms of utilization patterns
and costs, as well as to propose new ideas that may benefit the GBP and its Participants.

well as the number of Participants impacted.

The shall also pr benchmark by using the PDP’s entire book of business, a
com le client to ER for some oth | stry norm.
a . alth plan
fu P designs,
th r
BM shall provide ERS ac a designated reporting and analytical team to advise and
rt ERS to include, but not ed to:

Provide claims specific information and files;
¢ Create statistical reports;
e Develop templates for ERS data;
Benchmarking analysis;

° ons, (i.e., Cost C ent Fraud
ent and Fraud is ted at

PBM Customer Service Call Center

The PBM’s Customer Service Call Center (the “Call Center”) shall be located within the United
States, and preferably in the State.

Call Center/Customer Service Unit. The PBM shall establish and provide staffing of one (1)
customer service team dedicated to ERS’ HealthSelect PDP and/or EGWP PDP. The customer
service unit must be functioning prior to SE/FE, or at the direction of ERS. The unit shall be

ad sta nd fully  ned to ma PDP-related questions and provide resolution of
co cla ons,es tedissues « assist in claim submissions.
m,
de
ge
[
Call Center Special s. The shall gnate as many call center specialists as n ary
whose sole respons ity shall ores to and resolve, withPin a reasonable t<ijme as
s an
d na bers in
d en by ER

immediately rectified by the PBM to ERS’ sole s
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C.1.c.

C.1d

C1le.

C1lg

C.2

C3

C4

ea ional , as needed or at ERS' r to

¢]
G to vide ional help for the PBM's er
te
Call Center Management Criteria. The PBM shall establish toll-free lines (telephone and
facsimile). The shall also employ
maintain Perform Guarantees for se
in Appe J, Call Center Me
s, of this . This criteria includ
ans The
and by th
call dix J, Center Metrics.
ability to listen to and or calls to
intain and archive all GBP-spe
) m ng
nsp ud
four (24) h of request and delivered ei em rni
at no addit | ex e to ERS.
Ac for Hearing Ac for ERS’ deaf and hearing-impaired Participants should
be tedto 7-1-1 R son ications and website.
r shall have ish es iciently
ce level obj de in J, Call
rmance Guarantees.
Qu u iew. The PBM shall uct an oing quality assurance review each
Fis a ndar Year to be mo d via cipant surveys and other reporting
mechanisms.
a
d

Participant of the provider's determination.
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D.1.a

D.1.b

D.1.c.

D.1.d

D.2.

D.3.

D.4

Administrative Requirements

Audits. ER co auditing firm to conduct audits of the PBM. The
PBM shall ¢ te s of the auditors. Neither ERS nor the auditors
will be requ in costs incurred in connection with these audits.

Article 14 of the Contract has additional requirements regarding audits.

Administrative Audit. As plan administrator for the GBP, ERS may access, request, and audit
dhoc%rg%nts related to the PDP and Participant records as required for purposes of administering
the .

n
u
e
required by the PBM.
s ing readily available data that is accessible
iy Neither ERS nor the auditor shall reimburse or
he r claim that may arise in connection with or relating

to these audits.

f access and examination described above may
te, or litigation has been deemed final.

tion. Thus, any ation ing
s that the PBM is dtop de
accessible and av to ER nline access.

hall maintain the following fidelity and liability

under the Contract. Evidence that such coverag

throughout the Contract be submitted
following the effective da h subsequent anniversary date of such policy.
Historically
e, the PBM
e If an engagement is awarded and PBM plans actor for all or any of the
contract services, the PBM shall identify all ontractors. The required

forms with video instructions can be found at t
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D.5

F.1.a.

Site At ERS’ discretion, age rso
The hall assist ERS staff with ing
which ERS will verify that the travel arrangeme
with the State travel guidelines.

Subcontractors

oversight authority over them.

The PBM is solely responsible for the acts and omissions of its subcontractors and for assuring
that subcontractors meet all of the requirements of the Contract and all amendments thereto.

PBM shall ide co info on, prior to execution of the Contract,
rding each s ntracto by th M to meet th ents of the Contract.
Th
® in support ts
o If the subco ts any e outli ices, the s s)
are s ttorev and ac by ERS throughout any contracted term.

Claims Processing

stomer service open hours.

ver o} a
fy th rt nt's r
pdat t BM’ t

istration of claims incurred prior to the effective
ical assistance will include, but not be limited to:

° the Il create ma participation to be
ims r admini ive ions for Heal PDP
Ime s, however, shall control in th of flict.
e The PBM shall review claims for eligibility against dates of services d the
HealthSelect PDP and/or EGWP PDP.
° d/or EG DP Participants’ s cl
for the hSelect PDP and P
must submit all claim forms and sample EOBs to
a H
o H a tss |be ssed
n o} add nal i ation
and/or i igation a uired.
e In the t ERS a Brand-to-Br inter
by a health gam
n may be m the P
e.

In_lfhe event the PBM issues excess payments or payments for ineligible claims or Participants, it
will:
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F.1.c.

F.2.

F.2.a

F2b

F.3.

e Take all steps necessary to the overpayment, including recoupment (offset) from

Participants, pharmacies or su nt claim payments.

e Assume 100% liability for mispayments which result from policy, PBM or system errors

attributable to the PBM in whole or in part.
e Refrain from initiating litigation to recover su
Provide ERS with detailed reports on a

ent;
ent
tm
ent
o burse the HealthSelect PDP and/or th y ug
and/or a by
M recei a (2)
s.
The shall investigate al or ex dinary charges to determine all
circu ces and report its fi to ERS. PBM's staff shall determine eligible

subject to the final authority of ERS on all claims matters.

Select PDP and/or EGWP PDP claims filed art nts shall be pr
(15) calendar days of submission to the un additional info
investigation are required.

[/ eole]

vant
ges,

will seek
macist
in the

litigation

bers and

-licensed

When a Pharmacist settles with or is found liable for medical malpractice, the PBM
nn service I ly ered by the
th nt. The in orate a prov
to this provision.

The PBM shall be all asso with subr on a es

support. The PBM’ uch shou ncluded in dmin ive

d |
a n
al r

abuse:

The PBM shall provide a toll-free number and an Internet link for Participants to report fraud
and abuse;

o The

e The ims/number of pr

num

e The nsure claims of

providers are denied.
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F.3.a

G.1.a

and i ERS' r st. In the event the

PBM is scheduled to destroy payment records, the ontact for approval prior to
proves destru  n, verification of the destroyed

the event th arises any claim, dispute or

access and examination described above shall

lispute, or litigation is final. Contract has
additional requirements regarding audits and maintenance and destruction of r s.
PBM Program Reporting
al Reporting. As ously d, ERS retains a consulting actuary on insurance
The consulting ry ass and advises the ERS staff on benefit plan design,
a he s ce
to e, st at
P E P
The PBM shall submit to ERS’ consulting actuary, on a monthl and to an ERS agency
ontract award, via within a site-to-site VPN
e
a
ze claims e ience and reconcile the
shall at all s have online access to

detailed claims file shall include, but not be limited to, the items described below for each claim
record. Please note that ERS will work with the selected PBMs regarding the content, coding and
format of the detailed claims file.
e Member Identification Number,;

Patient Identification Number;

Patient Date of Birth;

Patient Gender:;
" de r, c.);
] act o] code);

Patient RDS Eligibility Indicator;
Pharmacy NABP Number;
Pharmacy NP,
Pharmacy Name;
Pharmacy Chain Name;
Pharmacy Address;
Pharmacy City;
P macy
P macy
P macy il, mail, specialty pharmacy, etc.);
D ofSe
Date Pharmacy Paid;
Record Status Code (paid, adjusted, etc.);
Claim Media Type (electronic, paper, etc.);
NDC Number;
GPI Number,;
GCN Number;
Therapeutic Class Code — AHFS;
* Drug
= Medi rt B/D Code;
Prescriber ID;
Prescriber Name;
Number of Refills Authorized;
Fill Number,;
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G.1.b.

G.1.c

G.1d

G.1le

Dispense as Written (DAW)/Product Selection Code;
Quantity Dispensed;
Unit of Measure;

and, gen ,etc.);
Drugind or;
Maintenance Drug Indicator;
Compound Drug Indicator;
Specialty Drug Indicator;
Medicaid Identifier;
|E:)rug RDS Eligibility Indicator;
o

Ph ma rge;
Av pe
WAC per Unit;
pe
of bursement Determination (AWP, MAC, usual charge, etc.);

GBP Health Plan Code (HealthSelect, MA PPQO, etc.);
PDP Code (HealthSelect PDP, EGWP, Wrap);
Unique Claim Number;

Pharmacy Rx Number;

Ingredient Cost Paid;
Disp Fee Paid;
Tota nt Paid by all Sources;

Amount Attributed To Sales Tax;

Patient Pay A t;

Amount of Co ent;

Amount of Coinsurance;

Amount Attributed To Product Selection (member pay the difference);
Amount Applied to Periodic Ded e;

Accumulated Annual Deductible unt;

Net Amount Paid to Provider;

COB Indicator (Patient is GBP primary, secondary, etc.);

COB Primary Payer A t Paid; and

= COB Primary Payer C
im nd its consu actuary with no restri or
ta as included in. ERS will agree to he
pr ispensing fee, discounts and MAC pricing) as
confidential.
The PBM shall notify ERS’ t cts AD, or of all -iden d issues in
connection with reports and/ it s, and prov rting d entat  for all such
reports.

associated with the PDPs during face-to-face
alendar Year or Fiscal Year information and the
Year or Fiscal Year, depending upon which PDP
yses as may be periodically requested by ERS

o 'l_l'|op 100 Drugs by expenditure;
[}
e E ummary; and
e S by mail and retail, mail service and specialty pharmacy.
ly, d n
S, in d
ha s P
ERS.
The PB | provid n reports that are required to administer a self-funded plan including,
but not to, IRS 099.
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G.2

G.3

G.3.a

Annual Reporting Requirements. The PBM shall be required to submit GBP utilization and
cost data on an annual basis using the ERS-prescribed format within 45 days of the end of the
Fiscal Year and/or Calendar Year. For example:

e The HealthSelect PDP is due by October 15, 2018, the PBM shall be required to provide
utilization and cost data for the experience period September 1, 2017 through August 31,

2018; and
e the EGWP PDP is due by February 15, 2018, the PBM shall be required to provide utilization
and cost data for the experience period January 1, 2017 through December 31, 2017.

ig s survive termination of the Contract fo re and the PBM is required to
e ired experience information for the prev FY r CY regardless of whether
the PBM continues as a PBM under the GBP.

Quarterly Rep ng Re ements. ERS ires the PBM to provide the following reports as
reflected in Se  ns VI - VIL.G4b. b

statistics: Subrogation ements and

shall include the entire quarter, an I

email by the 20th of the month following at quarter end. The current requirements are:

t R a ) rntp a na he

u a S Wi to the is

a a n tion er | rcem to
pharmacy fraud.

Referrals
Cases of Interest
Opened Cases

Closed Cases

Cases Referred to Law
Enforcement

Recoveries Subtotal

Ineligible Claim Count
Duplicate Charges
Non-Covered Charges
Ineligible Members
Incomplete claims
documentation, ineligible
amount such as late
charges and other

Prepayment Claims Edits
Subtotal

System Claim Count
Recoveries Subtotal
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G4. Monthly Reporting Re q s as
reflected below using e e b o} de
the entire p us m , and shall be iv n he
20th of the th fo ng period end. u to n an
assessment of Performance Guarantees a p tees,
Appendices F-1 and F-2, and/or liquidated dama es ERS
in the Contract. The current requirements are:

G4.a. m

n

m
methodology used to identify the reported me

and to analyze the reported statistics.

utilized in order to allow ERS the

is . A sample monthly administrative
-1

y

m R

n g
hall use as a benchmark to monitor compliance

The document type and due date shall be specified by ERS.

The statistics require
The number of

reported by the
and emailed

include, but are not limited to:
laints received from the Participants, and the

average length of time to resolve those complaints. Complaints shall be resolved within five

s.
° mbe fandp nt w (7) business of the
rece of enro nt nt
mbe fandp nt n iness days o PBM’s
ipt rollment ERS or Pa ant's request.
o nu of and e of EOCs ed within five (5) business days of the PBM'’s
ipt roliment ERS or Pa ant's request.
Average Speed of Answer (“ASA”) time, in seconds, for calls in the queue.
Service Level.
all-
ne and by care, cialty and facility.
ific ed th inv n acti
ac me re nce program utilization by
in ara S, ed to as Appendices F-1
rda e es, PBM shall prtgvide m
qu rly, and alre inan E re fo email, by the 20" of the
fol ngthep end, he date m dbyERS.
G.4.b
ork, Mail Service Pharmacy Network, and EDS
Pharmacy Network categories.
's
d
ie
G.5
orts electronically.
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G.6

G.7

G.8

H.1

Fol con award, ERS will ine the required adminis  ve reports and specify

;eIFI) freq y. The PBM's r reporting shall include, not be limited to, the
ollo
. rmance Guarantees;

o Utilization and Experience History;
e Statistical Information (i.e., Lag report); and
e Fraud, Waste and Abuse.

Reports shall vary in frequency scope on of
PBM and execution of the Con . How all ref
q to il ments
S ted ng shall be included in the PBM’s Price Proposal
a
Other rting uire The PBM
basis. data be y ERS to a
thstanding the fo , shall
r EGWP PDP s | rting i ation with search capabilities at no additional
charge to ERS. The information shall include current and previous years’ data.
ts.
vari

by .
The information shall include current and previous year data. Special reporting requirements
shall include, but not be limited to, the following:
e Trend Reporting;
¢ Annual Statistical Report;
e Cost Management & Fraud Report;
o Direct Subsidy (provided by CMS to all Medicare Part D members which is provided on a

° ium
pres
° Sha
\évit:\ prescription drug costs and co-pays
ale
Cata Program (the su that r r he sel ed EGWP
of th e the member e s the t ¢ thre which is
n
° ( manu rers who give a
e GAP” een the initial ¢

and the catastrophic phase during the C dar Year which is provided on a quarterly basis,
begins the third quarter of a Calendar r for the first quarter discounts and continues

er),
(which are the same as the HealthSelect PDP and provided on a quarterly
basis); and
e Other ad hoc reports.

a eports specific to PDPs.
o and shall be p red to
n

Coordination with Other GBP Vendors

The PBM shall coordinate all Ven as by ERS. other GBP

Vendors that the PBM will h oc thcu lyin tare notli to:
. Ith benefi n, HealthSelect, is administered
le thCare S s, Inc. is currently the TPA for
P i

TPA to p th care informa i

with ou t ions on a pre

physicians and pharmacies only as necessary to administer prescription drug dispensing and
usage needs.
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H.2

H.3

H.4.

H.5.

1.1.b.

J.1.

J.2.

Med e ny n

Med PI i der z

their le er

participation with Humana.
( rently
ei e for
n

nue Code Section 125 cafeteria plan that allows
ent accounts and to pay certain unreimbursed

c
e
The PBM shall establish non-disclosure agreements with other GBP Vendors, as necessary.
Other Administrative Requirements
Identification (“ID”) Cards. PBM is required to mail ID cards to Participants as follows:
Partic t ed on the ibility file
date, P mail identif ion (*ID")
the tive
s pr the
(7) ess

days of PBM's receipt of the eligibility file.

better.

Reissuance of ID Cards (Both PDPs). Any ID card that has to be re-issued must be mailed to
pants no later than seven (7) business days of the PBM's receipt of plan enroll
ation from ERS, thereby guaranteeing that the card information has been accurately lo

onto the PBM's system and the card has passed through quality assurance checks, maintaining

an accuracy rate of 99% or better.

Interrogatories
Review the Interrogatory instructions referenced in Section 1.B.3.

General Information

uss the key advant of co with the PBM to administer the HealthSe
or the EGWP PDP descr ular differentiators that set the PBM's org
apart from other industry competitors.

Describe what position and actions the PBM took during the past year on the following market
industry events:

HealthSelect PDP EGWP PDP

“Switch to OTC medications of various prescription products;
The continued growth of Specialty drugs;
Implementation of Affordable Care Act Provision
Recent increase in utilization and cost of compound drugs
and topical analaesics: and
e
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J.3.

J.3.a

J.3.b

J.3.c

J.4

J.5

J.6

J.7

J.8.

n rs

Describe fully any recommendations the PBM has to improve the cost efficiency of the
HealthSelect PDP and/or the EGWP PDP. Include in the PBM's response at least the following:

Description of the network, in g nu of acies and areas of the State where
access to a network pharmacy ¢ be a er concern.

hSelect PDP

P PDP

Describe the PBM's experience in providing cost containment enhancements to former and
current clients.

HealthSelect PDP
EGWP PDP

Discuss audit methods to ensure that all manufacturer revenue has been passed through from
the PBM to ERS.

althSelect PLUP

WP PDP
has the PBM ed:
pharmacy ne administration services;
Mail services;
S;
Services; and
pha . uch
s its a cy?
e th the
HealthSelect PDP
EGWP PDP

Is the PBM currently a fiduciary for any other plan(s)?

Yes
No

If yes, describe how the PBM acts as a fiduciary

HealthSelect PDP
EGWP PDP

Describe the PBM's plan to ensure minimal member disruption in converting to PBM's formulary
from ERS’ current formulary.

how the PBM es Partic  tsat e fill al their refill will be
d with a produ m a diffe man er that of the drug may
be different.

HealthSelect PDP
EGWP PDP
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J.9.

J.10

J.10.a.

J. 11

J.11.a.

J.12.

J.13.

J.14.

J.15.

Describe the process (e.g., regular mail, email, newsletters, etc.) for notifying Participants of.
Expiration e of their presc n;

Theirnext Il date and the ining number of refill(s);
ents;
ages; and
COB messages.
Can the PBM do prospective m ling for patients and trate their p al sa
associated with changing medicat from brand to generic retail to mai ce or
with regard to their current prescriptions?
HealthSelect PDP
EGWP PDP

Can this function use existing claim history, ERS-specific plan design and pricing as a starting
point?

HealthSelect PDP

EGWP PDP
percent of the PBM’'s employer-sponsored plan employees register on the PBM's
nticated site?
HealthSelect PDP
EGWP PDP

What target should ERS set for its population given nearly 50% web access among Participants,
and strong promotion?

HealthSelect PDP
EGWP PDP

Provide information on the PBM’s testing and certification of pharmacies that is performed, if any

HealthSelect PDP
EGWP PDP

ibe p antees that PBM has in p to ensure that icipants
eth e I and any ass  ted reporting th utilized for verifi n.

HealthSelect PDP

EGWP PDP
In the PBM's analysis of ERS’ pha claims, what is the compariso if s were
to be filled as generics vs. bran I-n iscounts/subsidies through the t

Tw

HealthSelect PDP
EGWP PDP

Describe the PBM'’s capability to work with the health plan TPA in calculating maximum out-of-
pocket (“MOOP”) amounts.
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J.16

J.A17.

J.18.

J.19

J.20.

J.20.a

J.20.b.

The PBM shall confirm that it can handle the integration with the HealthSelect TPA by receipt of
daily transmission files.

Healthselect PDP H rm
le to Confirm; the PBM shall provide a

detailed explanation in Section VII.K.1.
EGWP PDP

o Confirm; the PBM shall provide a
detailed explanation in Section VII.LK.1.
Provide a description of how retro terms are handled and the impact on claims processing

HealthSelect PDP
EGWP PDP

Other than processing of claims, describe, in detail, the facilities and procedures that the PBM will
utilize in servicing the Contract.

HealthSelect ?DP

EGWP PDP
Confirm that will p actuarial nel that be av e to confer with the ERS
staff and con g actu oncernin and oth ancial S.

HealthSelect PDP _| Confirm

Unable to Confirm; the PBM shall provide a
detailed explanation in Section VII.K.1.

EGWP PDP Confirm
Unable to Confirm; the PBM shall provide a
detailed explanation in Section VII.LK.1.

Clarification and Site Visit Information

Provide the name, title, mailing il address(es), a mile n r(s) of the
individual responsible for the pre ion of the PBM's ing the evaluation
period.
HealthSelect PDP EGWP PDP
Name
Title:

Mailing address
Email address

in the event that the PBM is selected as a Final
Operational (head ers call centers) and
ERS with future t arr ments, the PBM
Operation and Information System facilities:

HealthSelect PDP EGWP PDP
a s of the Operation
rters ty:
Physical address of the Call Center Facility:
Physical ress of the Information Sy
Data Ce Facility (the facility were
data will be housed):

Provide an outline for proposed client-based expansion for the PBM within the next four (4) years

to include company name and a ated en ent. If nsion is anticipated, what steps will
the PBM take to maintain qualitv ce to th S acco

HealthSelect PDP
EGWP PDP
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J.21

J.21.a.

J.21.b.

J.21.c.

J.21.d

J.22.

J.23.

J.24

J.24.a.

Organizational Information
Provide the PBM'’s full legal name, mailing/email address(es), and telephone number

HealthSelect PDP EGWP PDP
Full leqal name:
Malling address
Email address
| elephone number:

Identify the PBM's type of incorporation (check all that apply)

HealthSelect PDP:

Publicly owned Pri y owned

For Profit No Profit / Non-Profit
EGWP PDP:

Pub  owned [] Pri  yowned

For it [J No Profit / Non-Profit

What is the PBM's Federal Identification Number?

HealthSelect PDP
EGWP PDP

If PBM has a Texas Identification Number, please provide it.

HealthSelect PDP
EGWP PDP

PBM shall provide an organizational chart(s) that shows its management and any personnel that
may be used to provide Services to ERS.

HealthSelect PDP
EGWP PDP

be and confirm the validity of any license(s) that the PBM or its employees, independent
ctors or subcontractors are required to maintain.

HealthSelect PDP
EGWP PDP

Provide the date that the PBM products and services were first provided by the PBM

HealthSelect PDP
EGWP PDP

Provide the PBM'’s total enrollment as of:

January 1. 2014 January 1, 2015 January 1. 2t

HealthSelect PDP

EGWP PDP
Given the ing in , are there any limits on the PBM'’s ability to provide services to
the Partici If so, escribe any such limitations.

HealthSelect PDP

EGWP PDP
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J.24.b.

J.24.c.

J.25

J.26.

J.27

J.28

If the PBM is currently participating in the GBP, indicate the percentage of Enroliment Total for
those participating in the GBP.

If the PBM is not cu p

that the GBP will rep if

HealthSelect PDP
EGWP PDP

HealthSelect PDP

Name

Title:

Mailing address:
Email address:
Telephone number:

Provide the name(s), title(s), mailing I

ing in the GBP, in  te the percentage of Enroliment Total

awarded this Cont

and telephone number the

d 1
osal

Il Is contained in the PBM's
a

EGWP PDP

ss(es), and telephone number for the

individual(s) who will be PBM'’s Busines m

HealthSelect PDP

Name

Title:

Mailing address
Email address:
Telephone number:

Confirm that PBM will pr
Contract for the Contract

pe
ce
ce

HealthSelect PDP

EGWP PDP

EGWP PDP

e staff su to ide the ces described in the RFP and
m, and th 's shall in , but not necessarily be limited
d g ms
a als
r a
PBM shall provide a detailed

to Confirm; the
explanation in Section VIL.K.1.

to Confirm; the PBM shall provide a detailed
explanation in Section VII.K.1.

How many of your employees are located in Texas? Describe the functions these Texas

employees perform.

Number of the PBM staff
in Texas:
Description of PBM's staft
functions:

If ble, n r of
Su ctor in
Texas:

If applicable, description of
Subcontractor staff
functions:

HealthSelect PDP EGWP PDP
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J.29.

J.29.a.

J.30.

J.30.a

J.31

J.32.

J.32.a.

J.33

Subcontractor

Does the PBM propose to utilize subcontractors in the performance, delivery and provision of
services and products requested hereunder?

es o]
es o]

If applicable, provide the information below for each subcontractor and specify what services may
be performed by each subcontractor. List each in the following format:

HealthSelect PDP EGWP PDP

Name:

Physical address

Mailing address:

Email address:

Telephone number:

Services performed

Length of time contracted with
subcontractor:

Confirm that PBM will provide all HUB information required by the State
HealthSelect PDP H
to Confirm; the PBM shall provide a detailed

explanation in Section VII.K.1.

EGWP PDP Confirm
Unable to Confirm; the PBM shall provide a detailed
explanation in Section VII.K.1

If applicable, PBM shall provide the HUB information as required in Section VII.D.4. above
regarding HUBs.

HealthSelect PDP
EGWP PDP

Account Management
Briefly outline the PBM'’s account team management philosophy

HealthSelect PDP
EGWP PDP

Briefly outline the PBM's implementation team philosophy

HealthSelect PDP
EGWP PDP

If bidding on both PDPs, describe how the implementation teams for both PDPs will be
coordinated and managed.

HealthSelect PDP
EGWP PDP

Provide the location of the proposed PBM account team’s main office.

HealthSelect PDP
EGWP PDP
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J.34

J.34.a.

J.34.b.

J.35.

J.36.

J.36.a.

vidi the Se that are part of the and Contract, will PBM de a

ad icated Please indicate by staff that will be design and
icat
HealthSelect PDP
EGWP PDP
If a ignated staff, how yo clie re, and/or will be in the future, assigned
to s BM account team sa ned rvice ERS?

HealthSelect PDP
EGWP PDP

If PBM indicated that it will provide a dedicated staff to service ERS, confirm that PBM will provide
a dedicated staff arrangement for the entire Contract Term.

HealthSelect PDP
to Confirm; the PBM shall provide a detailed

explanation in Section VII.K.1.

EGWP PDP
to Confirm; the PBM shall provide a detailed

explanation in Section VII.K.1

Operational Services (Administrative, Call Center, Customer Service and
Customer Complaint)

The PBM shall p de a detailed desc of the manner in which the PBM proposes to
administer the He  Select PDP and/or PDP to the Participants. Include responses to
the following:
HealthSelect PDP EGWP PDP
Account Manaaer/Account Representative(s
a s
Customer service

Website manaaement
un
Publications distribution

Are all administrative services performed internally?

es

g not, please identify where any other facilities are located that will be performing administrative
uties.

HealthSelect PDP

EGWP PDP
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J.37

J.38.

J.39.

J.40.

If the PBM contracts with a management company for some or all of its administrative services,
please specify:

HealthSelect PDP EGWP PDP
Name of Combpanv:
Phvsical address:
Mailina address:
Email address:
Telephone number:
Facsimile number:
Services provided
Reimbursement Method

Where will the account representative be located? Will this individual have responsibility for other
clients? If yes, how many?

HealthSelect PDP EGWP PDP
Location of account
representative
Responsible for other clients

Describe the PBM’s Customer Service Unit by reflecting the following

HealthSelect PDP EGWP PDP
The manner in which the customer service
unit is accessed (i.e., web chat, phone, email)
The Customer Service unit's hours of
oneration.
The Customer Service unit's handling ot
complaints.
The Customer Service unit's escalation of
procedures.
Describe the related training received by each
employee category (i.e., claim processors,
customer service representatives,
supervisors, and other management staff).
Identify any dedicated staff units to be
assigned to ERS or that you pian to assign to
this account.
Are customer service representatives
separated from the claim process r
do claim processors have custom
responsibilities?
Do customer service representatives have the
authoritv to approve claims?

For the period of time listed below, provide the following turnover rate information:
Health PDP

Executive

Account Manager
Administrative Staft
Customer Service Unit

EGWP PDP

Executive

Account Manaager
Administrative Staff
Customer Service Unit
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J.41

J.42

J.43.

J.44.

J.44.a

J.45

J.46.

J.47.

J.48.

J.49.

Describe the types of access the PBM provides to the Participants with information regarding to
pharmacy services.

HealthSelect 2 )P
EGWP PDP

Does the PBM currently maintain an Internet website?
If yes, provide the URL address:

HealthSelect PDP
EGWP PDP

Can the Participants access specific claim information via the PBM website to determine the
status of claims and to make inquiries?

HealthSelect PDP
EGWP PDP

Describe the PBM's customer satisfaction survey process and how often they are conducted

HealthSelect PDP
EGWP PDP

The PBM shall provide a copy of the results of the PBM's most recent customer satisfaction
survey.

HealthSelect PDP
EGWP PDP

Does the PBM provide any automated customer service support using voice response for routine
questions?

es
Please identify all languages spoken by the PBM's customer service representatives, and
describe how the Participant is assisted if they speak languages other than English and Spanish.

HealthSelect PDP
EGWP PDP

Can the PBM provide a separate toll-free telephone number for Participants?

[ IYes |_INo | IYes L_INo
If no, please explain
If yes, explain how the caller is routed

to the appropriate customer service
representative.

Provide a brief description of how after-hours calls are handled.

HealthSelect PDP
EGWP PDP

Does the PBM have the ability to monitor live customer service calls?

ea 0
o
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J.50.

J.51

J.51.a.

J.52

J.53.

J.54.

J.56

J.56.

J.57.

J.58.

How are patterns of customer service inquires monitored and how is the subsequent data used to
improve claims processing activities? .

HealthSelect PDP
EGWP PDP

How does the PBM ensure that its customer service representatives are providing timely and
accurate information?

HealthSelect PDP
EGWP PDP

The PBM shall confirm that it has the ability to provide and send to ERS recorded telephone call
records upon request by ERS.

HealthSelect PDP Confirm
Unable to Confirm; the PBM shall provide a detailed

explanation in Section VII.K.1.

EGWP PDP Confirm
Unable to Confirm; the PBM shall provide a detailed

explanation in Section VII.K.1
Briefly describe the training that each PBM employee or representative receives to provide the
PBM customer services. Include length of time it takes to become a qualified Customer Service
Representative.

HealthSelect PDP
EGWP PDP

How does the PBM monitor first call resolution and Participant inquiries that do not get resolved?

HealthSelect PDP
EGWP PDP

Does the PBM record all phone calls and notify all parties that their conversations are being
electronically recorded and stored?

HealthSelect PDP
EGWP PDP
PBM's er service m allow represen ves to record comments so
her cus service re can review prev s notes in order to assist
Participants?

HealthSelect PDP
EGWP PDP

Describe the PBM's call center telecommunications system

HealthSelect PDP
EGWP PDP

Identify and describe the various reporting capabilities of the call center system

HealthSelect PDP
EGWP PDP

Describe the PBM's calculation methodology applicable to the proposed call center metrics
requirements referenced in Appendix J.

HealthSelect PDP
EGWP PDP
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J.59.

J.59%.a

J.60.

J.61.

J.62

J.63.

J.64.

J.64.a.

J.64.b

Describe the PBM's procedure for managing written inquiries.

HealthSelect PDP
EGWP PDP

What is the PBM's current response time standard with respect to questions requiring written
communication?

HealthSelect PDP
EGWP PDP

How does the PBM'’s customer service system support ERS’ Participants with disabilities?

HealthSelect PDP
EGWP PDP

Confirm that the PBM shall provide a dedicated Call Center/Customer Service Unit.

HealthSelect PDP
Unable to Confirm; the PBM shall provide a detailed

explanation in Section VII K.1.

EGWP PDP
Unable to Confirm; the PBM shall provide a detailed

explanation in Section VII K.1.

Cfoggrgl that the PBM’s Customer Service unit will be functional prior to SE/FE or at the direction
o} .

HealthSelect PDP
to Confirm; the PBM shall provide a detailed

explanation in Section VII.K.1.

EGWP PDP
to Confirm; the PBM shall provide a detailed
explanation in Section VII.K.1.

How nsed p acists are em  ed in the PBM's customer service department who
will b ng any cesinconnec  with the PDP contracts?
HealthSelect PDP
EGWP PDP
Describe unforeseen implementation issues that the PBM's anization has encountered
regarding mandatory generic drug provisions and how the PBM | ed these situations.

elect PDP

2DP

Provide details of disruption analysis, if any, that you perform

HealthSelect PDP
EGWP PDP
if m from a in
oni ed at the ph ion
ad ) t will recei ide
examples, as appropriate.
HealthSelect PDP
EGWP PDP
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J.65.

J.66.

J.67.

J.68

J.69.

J.70.

J.71

J.71.a

J.71.b.

J.71.c.

Does the PBM expect to make major changes to its ¢ service ization or facilities
within the next two (2) years (i.e., moving to a different , reorga or merging units)?
If so, provide an explanation.

HealthSelect PDP

EGWP PDP
Briefly outline any t system chan any plan r scheduled system ges
within the next thi (36) months, cted imp tation dates by prov the
following:

Proaram System Change Proiected Implementation Date
HealthSelect PDP
EGWP PDP

'SI'I%?FEBM shall confirm that they will support and have the ability to answer questions during
o rm

Describe the system the PBM utilizes to assist a Participant in choosing a pharmacy. Such

description should include a ussion of the methodology used to coordinate the pharmacy with

proximity to the Participant's dence, schedule and language.

HealthSelect PDP

EGWP PDP
pro com and inquir This
otn on of problem r  lution
'sin grievances.

HealthSelect PDP
EGWP PDP

What customer complaint tracking system does the PBM utilize? How long has this system been
operational?

HealthSelect PDP
EGWP PDP

Claims and Claims Processing
Provide a detailed description of the PBM'’s claims processing procedures

HealthSelect PDP
EGWP PDP

Are there situations where the PBM would accept a paper claim Universal Claim Form (‘UCF”)
from a pharmacy for processing?

HealthSelect PDP
EGWP PDP

Are all the same online edits and plan design criteria applied to paper claims?

HealthSelect PDP
EGWP PDP

Describe PBM's procedure for processing patient submitted paper claims.

HealthSelect PDP
EGWP PDP
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J.72. What prescribing physician identifier does the PBM's system require pharmacies to input?

HealthSelect PDP

EGWP PDP

J.73. How does the PBM process/pay co d drug claims itted by rk or twork
pharmacies? Describe how the proposes to le com med cost
containment, and include an example of this process.
HealthSelect PDP
EGWP PDP

J.73.a. What copay does the PBM apply to such claims?

HealthSelect PDP
EGWP PDP

J.74. What safeguards exist to prevent one group'’s claims experience from being charged to another?

HealthSelect PDP
EGWP PDP

J.75 Discuss the measures the PBM employs to protect Participant identity information (i.e., social
security number, credit card information). '

HealthSelect PDP
EGWP PDP

J.76 What financial arrangement is the PBM willing to extend to P
and/or the EGWP PDP Participants, at no additional cost to S,
need for multiple or expensive medications may create hi
Participants?

HealthSelect PDP
EGWP PDP

J.77 Discuss the PBM's collection process, both for Participant and/or pharmacy, as it relates to
terminated Participants that utilize pharmacy benefits past their termination date.

HealthSelect PDP
EGWP PDP

J.77.a. Will this service be available to the PDPs?

HealthSelect PDP
EGWP PDP

J.78. Describe how the Participants will be able to view claims online, in real time.

HealthSelect PDP
EGWP PDP

J.79. What is the PBM’s average system down time for its online retail pharmacy system?

HealthSelect PDP
EGWP PDP

J.80 be the PBM’s traditional COB pr s for non-Me e Part B drugs. Provide details
ing how this would be managed the member ct.

HealthSelect PDP
EGWP PDP
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J.80.a.

J.80.b.

J.81

J.82

J.83.

J.84.

J.85
J.86

J.87

Describe the PBM’s COB process for Medicare Part B drugs. The PBM'’s description should

include:
e COB processes for both retail and mail services and

An example demonstrating reimbursement level and savings to plan.

HealthSelect PDP
EGWP PDP

Describe the reporting available to capture COB savings

HealthSelect PDP
EGWP PDP

Describe the PBM's retention process of keeping a history of all the Participant's claims

submissions.

HealthSelect PDP
EGWP PDP

Anti-Fraud and Abuse Processes

Explain p res and system PBM uses to prev deter, d
and rel i and how such esses shall be uti in con
PDPs and HealthSelect.

HealthSelect PDP

EGWP PDP
Discuss how the PBM would communicate with the Participant,
once a fraud or problem is ed or identif Your re
necessarily be li o, how the i onwillbere edto ERS.
HealthSelect PDP
EGWP PDP
s what ures M ys to p nt detect
ound c conf ity ments, se  ymonit
HealthSelect PDP
EGWP PDP

The PBM shall submit its fraud plan with PBM's Proposal.

In M's i what is e the Healt
co nate and a s?P he uency, the
and how compliance is evaluated.

HealthSelect PDP

EGWP PDP
Ratings
ide o} orts on the issued by i
niza rs i ( ,AM.Bests, dy's, NCQA,
HealthSelect PDP
EGWP PDP

95

nd investiga  aud
with the G the

cy, and/or phys  n(s)
should include, not

(i.e., including

medical to
ts that are red
i nce rating
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J.88.

J.88.a.

J.88.b.

J.88.c.

J.88.d.

J.89

J.90.

J.91

J.91.a.

J.92.

Data Reporting

Provide a listing of all reports currently available within the PBM’s Proposal, including claims
experience reports.

HealthSelect PDP
EGWP PDP

Describe reports provided on a regular basis at no additional cost to ERS

HealthSelect PDP
EGWP PDP

Describe how the reports can be utilized to identify problems and monitor performance.

HealthSelect PDP
EGWP PDP

At what frequency are the reports provided by the PBM?

HealthSelect PDP
EGWP PDP

Describe typically requested ad hoc reports, including turn-around time.

HealthSelect PDP
EGWP PDP

ate from th i a file, how the PBM provide ERS with the capability to
ct online g PBM's dat se in order to generate ad hoc reports and
extract specific information?

HealthSelect PDP
EGWP PDP

Describe any unique reporting capabilities that differentiate the PBM from its competitors.

HealthSelect PDP

EGWP PDP
the PBM rm an internal analysis of client-specific data to develop recommendations for
am impro nt?

HealthSelect PDP

EGWP PDP

ibe the bac und and training for the personnel involved in this process. Include the
ence of the onnel involved in recommending program improvements.

HealthSelect PDP
EGWP PDP

Confirm that the PBM can provide normative data against which ERS can benchmark its plan.

HealthSelect PDP
Unable to Confirm: the PBM shall provide a detailed

explanation in Section VI.K.1

EGWP PDP Confirm
Unable to Confirm; the PBM shall provide a detailed

explanation in Section VII.K.1
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J.92.a.

J.93.

J.94.

J.94a.

J.95

J.96

J.97

J.98

J.99

J.100.

J.100.a.
J.100.b.
J.100.c.
J.100.d.
J.100.e.

J.100.f.

What is the source of the data and what specific benchmark information will the PBM provide?

HealthSelect PDP
EGWP PDP

Provide data and reports that describe the PBM's efficiency, accuracy and audit results in
processing rebates, subsidies, reinsurance and discounts for its existing customers.

HealthSelect PDP
EGWP PDP

its clients and CMS.

HealthSelect PDP
EGWP PDP

What method is the most prevalent method used by the PBM?

HealthSelect PDP
EGWP PDP

Describe the PBM’s experience and ability to provide claims-level data to a third-party (i.e., ERS’
consulting actuary).

elect PDP

DP
EGWP PDP
Provide the total number of EGWP plans that PBM has impleme production. | the
| st five (5) implementa s and the number of covered lives and the num otal

I for all plans currently peration.
Is the PBM currently certified by CMS as an EGWP Administrator? COyes [No

If so, provide documentation which verifies CMS certification.

If the EGWP plan is custom i and insured, describe the potential additional costs
and/or insurance risks, if any, be in d.
Describe the assi ce, if any, the PBM can pro in connection with the Part D Income

Related Monthly ustment Amount (‘IRMAA") licable to High Income EGWP PDP
Participants.

ib i nistrative pr hat would be util to collect
g GWP PDP, the timing and f  ency with
S :

Direct Subsidy;

Coverage Gap Discount Program (“CGDP"),
Catastrophic Reinsurance;

Low Income Cost Sharing Subsidies (“LICSS");
Low Income Premium Subsidies (“LIPS"); and

Manufacturer Rebates.
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J.101

J.101.
J.102.
J.103.

J.104

J.105.
J.106.
J.107.

J.108.

J.109.

J.110.

J111
J.112

J.113
J.114
J.115

J.116
J.117

J.118

J.119

J.120

J.121.
J.122.
J.123.

Des Of OOP”)and Tr ut Of Pocket (“TrOOP”) ex re icable
E)o E g rtici 2016 and the rences, if any, that can be in 7 and
eyond.

List the drugs, if any, which will not count toward TrOOP.

Provide a detailed description, and/or workflow, of eligibility coordination with CMS.

Describe annual changes that you expect, if any, to the EGWP Direct Subsidy, which is based on
the national average individual market PDP competitive bids for the year, adjusted for area and
risk-profile of employer's population.

the ch in the plan ign d in, if any, the PBM recommends to
collect Il available s dies, n iscounts or rebates.

Provide information on the PBM'’s testing and certification of pharmacies that is performed, if any.

Describe how the PBM handles high income and late enroliment penalties.

ibe p antees that PBM has in p to ensure that Participants
eth e | and any ass  ted reporting th utilized for verification.
If PBM is using product ribe the process for betw e EGWP and the Wrap,
including any in ence or that may be experie by th icipant.
Describe the assistance the PBM can provide in designing and executing proc to n
Health Insurance Claim Numbers (“HICNs") fro 1 current and future EGWP Partic . D s

steps that can be taken to minimize inconvenience to the Participants.

Describe how the PBM proposes to handle “D” drugs that are t y provided under the
medical benefit based on their route of administration, such as IV inje

What is required of the EGWP PDP to verify eligibility? Fully describe the verification process.

dication T nt ( ") am, including
, intervent rep i ng a member

Describe how the PBM would support custom changes to the MTM program, if requested.
Provide the PBM's book-of-business prescription drug event (“PDE”) error rate for 2014.

Describe the enroliment/disenroliment process and include detail regarding the timing of when
enroliment/disenrollment changes go into effect.

Describe the PBM's impact on POS retail transactions.

ide any rule or regulation changes that CMS has implemented, or plans to implement, for
care Part D EGWP for 2016 or later.

Is there a special unit within the PBM’s company responsible for the administration of EGWP? If
so0, describe.

How does the PBM keep its EGWP sponsors current with CMS activities and actions impacting
their group?

Describe how the PBM would administer CMS Part D Transitional Fill Notifications in connection
with the EGWP PDP.

Does the PBM utilize a Liton bounce or BSEQ? Which one is the PBM’s preferred method?

Does the PBM utilize its own precertification process? []Yes [INo
In the PBM’s experience impl g this program with other self-funded plans, what new
processes have the plans need plement?
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J.124.
J.125.

J.126.
J.127.

J.128.

J.129
J.130

J.131

Describe any CMS required processes specific to EGWP programs.

The PBM shall confirm that it will provide uniform utilization, quality assurance, claims, grievance
and other data on a regular basis as required by ERS and/or CM: requirements.

Confirm
Unable to Confirm; the PBM shall provide a detailed explanation in Section VII.K.1

Describe the CMS filings that must be filed initially and/or on an ongoing basis for the EGWP.
Describe the PBM's processes regarding denials, appeals and/or grievances and confirm that
each meets all CMS Medicare Part D requirements. Also discuss changes if any, in the ERS
appeals process that would be required in order to comply with CMS requirements.

If applicable, confirm that the PBM will provide all CMS required filings related to certification of
compliance to all waste, fraud, and abuse requirements.

Confirm
Unable to Confirm; the PBM shall provide a detailed explanation in Section VII.K.1

If applicable, is the Fraud, Waste and Abuse program approved by CMS? ClYes [INo

Provide sample financial reporting for Rx spending and, if applicable, CMS funding, including
monthly payment, pharmacy discounts and reiisurance. Include rebate pass-through to plan
Participant reporting.

Optional Services

in detail, any products, services, ideas, or facilities which may enhance the PDP's
but are not essential in providing the required services. The PBM shall provide an

accu tailed of itional enhancements to services offered by the
PBM he im n h ¢ e. As ice
Secti will b pro ni memb alth
and per Participant for EGWP PDP. ERS will ligated of
provided. If any option is selected by ERS, it wi cally s whi

are selected.

o . |‘A"dditli‘omcz:l
; Date of : ther Benefits to onthly Cost
Services Implementation 08t Savings  gygiom (if applicable) Per
Member Basis
Other Benefits to Monthiy ¢
; Date of ; ther Benefits to onthly Cost
Services Implementation 05t Savings  gyqeom (if applicable) Per

Participant Basis
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J.132.

K.1

Administrative Benefit

Miss P sals for both th thSelect and EGWP PDPs, describe in detail all
nistrat its the GBP will re f PBM is awarded both Contracts.
Deviations

Review the deviations instructions referenced in Section 1.B.2.

Affirm that the PBM shall comply with all of the Operational Requirements described herein
Article VI of this RFP.

Affirm Affirm with the proposed Deviations

e a detailed description of each of the deviations between the
ments.

VU=
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A.1l.a.

A1b

A2

B.1

. C e e ue S

Project Management and Implementation
ERS' E ning ceis nsible for Project ement ") services in order

that the plan , proc s and protocols in to impl t the PDPs prior to
its January 1, 2017 go-live date.

ded.

The following expectations are in place regarding the PBM and its PM services:

° ' e oversight and
[
° t during the
t
o ne master project schedule from which both the and will the
Echetljule must be in a format accessible sy ERS, which is ¢ tly M oft t or
xcel;

agement, retention, and tran nce of all
but is not limited to: project sc e; meeting

SharePoint, which is not accessible by the PBM.

all docu tion to the ERS ect

ined lly be the PBM and E for

e tionalized p ctg ave been

trans d to the P appr party wi level of i at nec to ensure

full u standing. s for rence tc operations will also be thoroughly captured in

the project documentation.

P g Schedule and Docume
F - n , the following documents

communicate).

Interrogatories

Review the Interrogatory instructions referenced in Section |.B.3.

Implementation and Project Management

t i ER

g m.

s tog

s BM uses a specific approach or methodology,
please describe it.
HealthSelect PDP
EGWP PDP
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B.1.a. Provide a description of the proposed PBM plementa ect ure and internal
controls to be used during the ¢ )urse of the ct, includ sub are managed.

HealthSelect PDP
EGWP PDP

B.1.b. in
of

pe
p purposes?

HealthSelect PDP
EGWP PDP

M r ses to identify with the ERS ect
ed p go-live, as well as how these be
the implementation team to the Account Team.

B.1.c.

QT

HealthSelect PDP
EGWP PDP

Risks and Mitigation
B.2 ng a i i
he pr |
wou
risks encountered in similar projects.

HealthSelect PDP
EGWP PDP

B.2.a. Identify the PBM recommendations to mitigate any risks identified above

HealthSelect PDP
EGWP PDP

B.2.b. pe BM
th am

s, an
explanation, including how these are mitigated.

HealthSelect PDP
EGWP PDP

B.2.c. How does the PBM propose to coordinate project risk/issues with the assigned ERS PM (i.e.,
identification, communication, mitigation, tools)?

HealthSelec PDP
EGWP PDP
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IX se s e ts
s. .
ui g i
S. r
state and including the
tor, and E The cost of t t he re by the PBM only
by making provisions for such expenses in the PBM's sal se in Article XI.
A. ERS Systems Requirements
A1, Data Processing Interface
Ala Enroliment/Eligibility. ERS is ble for
HealthSelect PDP and EGWP for re
hours from the availability of each SFTP-delivered file as required in Appendices F-1 and F-2,
Performance Guarantees.
A1.b. The shall ement auto enrollm
enrol tviav | instruction an ERS
A1l.c E future at the end of SE/FE throug on each eligibility
fil send t least 60 days in adv of the .
A1ld gu nic r or elig ty transaction failure(s) will be
v s$s no than tw  y-four (24) hours following the
e RS i sF F-2, Performance Guarantees.
A2 re ty to the an ive claims
S are incl as ndices I-1
file | i
° i i
) |
o entfiless | lude pre usly st
o ould be F h with P Delimited as an alternate method.
A3. dp
ine
are
A4 cc In S provides the PBM with o} unity to view ERS’ en nt
dth hw e PBM shall have the ca lit place to support this s,
e not
o A ERS’ enrollment data via web access sixty p to the date,
N ber 1, 2016 and sixty (60) days prior to the go of h Fiscal nd/or

Calendar Year;

U the enroliment ion to
P e Customer Se ff prof
all ERS-designated customer service hours.
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A5,

A.6.

AbB.a.

A6.b.

Ab.c.

AT,

A7.a.

AT7.b.

A8.

A.8.a.

A9

A10.

A1

A2,

Ide Enforcement and P  ction Act. and Commerce Code
521 , . The PBM shallcomp  th the Identity E nt and Protection Act as
required therein.
al ure the , confide ity inte and
m in acco with all licable and
g Board Rules.
Lay (ll
of de
. Th Is
the data exchanged in transit.
Requirements inc are notlimi  to, the use of SFTP and PGP encryption pro The
PBM shall be pre accept elig ty data and reporting via SFTP forty-five (45 prior

to go-live.

Electronic communications including, but not limited to, email and file transfers between the PBM

be en
TLS p

and ERS
establish

ed to protec
ols with ERS

and higher encryption protocols.

T
R

E [ a VP plit n

al N it ein nc t

P I fir wil ow h

point VPN setup in support of this Contract.
Secure Data Ba . Th M shall
files in a secure, ened ity that

ant's confidential information. The PBM shall
il communications.

entiality of Participant informa , the PBM shall
related to the PDPs, the Pa pants, and the
ucts specified hereunder using TLS version 1.0

to d and pr

e su 0 ts that t

h DP I access

er encryption protocols.

| not
port.
nt to
ain r back-up computer encry data
es tal and access controls. PBM

shall utilize 256 Bit symmetric key AES encryption standards or better for tapes or equivalent

backup medium.

All P
no m
or d,
model for such data.
Vi A utin
p ss, act
e smi hall
remotely deleting all ERS data, if needed.
ne Ma nt. The
an ent for the a

access methods.

M shall provide a
cation as well as in

at the y of
ed i ) com
by en a full

ribing their Security

Il on
rs,
'S ga

shall ly with Data Security and Breach Notification
n s App E. Inad n, the PBM shall comply with the BAA as
h
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A.13.
A13.a

A13.b

A.13.c.

A14

A.15.

A.16.

A7

A.18.

A19

Other System Requirements.

Data R on. The PBM shall mplete and accurater  rt tem, and provide
for the tion, maintenance, of all PBM, other G v and Participant
as
th
ch

The PBM shall maintain records in accordance with the Contract. In the event the PBM is

to destroy records in advance of the s

, the PBM shall contact ERS for app
ERS approves destruction, verification of the
direction.

0
h
u

At all reasonable times, ERS or its representatives shall have access to the PBM's records. To

and systems.

Internet lity Specification. The P sha te at e
for each alendar Year shall be 99 or “ d
a | Irs P s ]
a inte on a Fiscal
ef t F-1 Guarantees.
There should be no outages between the hours m.t .
ide t g
run o
a
The PBM be pre to de ERS with XML-tagged content for purposes of

ting content e PBM tes gh “feeds.”

s of a
p cts to
a

n

a
its gri abi
sub m in
beh M i an
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B.1

B.1.a.

B.2

B.2.a

B.2.b.

Interrogatories
Review the Interrogatory instructions referenced in Section 1.B.3.
General Information System Inquiries

Does the PBM have a full time Information Security Officer or Chief Security Officer (“CSO")? It
so0, how does this role fit in the PBM’'s Organization Chart?

HealthSelect PDP

EGWP PDP
Wha of backg dec are rmed on all any hires? Are there special
requ ts for tech sta hg ac to confidentia ?
HealthSelect PDP
EGWP PDP
Please provide an organization chart for the Information Technology (“IT") department. If the
ces its IT fun ity to third-party rs, please state the name and address of
dor and docu he exact functio ourced.

HealthSelect PDP
EGWP PDP

Receiving and Transmitting Data

Confirm the PBM’s ability to transmit and receive confidential and sensitive information via
encrypted transmission protocols including site-to-site VPN, SFTP, TLS.

HealthSelect PDP Confirm
Unable to Confirm; the PBM shall provide a detailed

explanation in Section IX.C.1

EGWP PDP [C] Confirm
[J Unable to Confirm: the PBM shall provide a detailed

explanation in Section IX.C.1.

Confirm the PBM’s ability to transmit and receive batch files ation
batch files of confidential and sensitive information already 204
?_symmetric keys and using encrypted transmission protocols i N, S
LS.
HealthSelect PDP [] Confirm

[J Unable to Confirm; the PBM shall provide a detailed
explanation in Section I1X.C.1

EGWP PDP O Confirm
[J Unable to Confirm; the PBM shall provide a detailed

explanation in Section IX.C.1.

PBM's ity to tra t and receive ¢ ntial and sensitive ation via pted
sion p  cols inc g site to site SFTP, TLS, or industry pted
encryption methodology.

HealthSelect PDP [0 confirm
[J Unable to Confirm: the PBM shall provide a detailed

explanation in Section IX.C.1.

EGWP PDP [] Confirm
[J Unable to Confirm; the PBM shall provide a detailed

explanation in Section IX.C.1
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B.2.c.

B.2d

B.3

B4

B.4.a.

B.4.b.

i1 fil rece PBM containing ial and sensitive data will be

us evel such as Pretty vacy (“PGP”), GNU Privacy
PG dust encryption meth
HealthSelect PDP ] Confirm

[J Unable to Confirm; the PBM shall provide a detailed
explanation in Section IX.C.1.

EGWP PDP [ Confirm
[] Unable to Confirm; the PBM shall provide a detailed

explanation in Section IX.C.1.

PBM shall provide its standard data and claims files for ERS’ review. This file should include
specifications that are required when ERS transfers Participant information.

HealthSelect PDP
EGWP PDP
Des ms (including test and/or production files)
can
a. nt file;
b. start date is Oct. 7th and benefits are

active to Oct. 1st); and
c. Future effective dates on eligibility files (i.e., Participant is going to retire in 30, 60, 90 days).

Please describe the impact the above has on claims processing.

Onshore Operations

th n ding, acknowledgement an t that all operations, staff and
b o} support of the RFP and Agreement will be located
w n tes.

Confirm

Unable to Confirm: the PBM shall provide a detailed explanation in Section IX.C.1. below

Confirm that all products and related services, including, but not limited to, access to and
[?tentcijog of ERS and Participant-related data, shall be done and performed solely within the
nited States.

Confirm
Unable to Confirm: the PBM shall provide a detailed explanation in Section IX.C.1. below

Confirm that: (1) data relevant to the administration of the PDP will not be transmitted outside of

the United States, (2) no one outside the United States will have access to ERS’ or Participant's

ﬁonfi%egtial information and (3) ERS’ and Participant information is not viewable outside of the
nited States.

Confirm
Unable to Confirm; the PBM shall provide a detailed explanation in the table below

Is data Describe the type Is data accessible Describe the

transmitted of data that is offshore? If so, type of data that

offshore? If so, transmitted indicate countries is viewable

indicate offshore and what and how it is offshore and

countries. entity(ies) this data  accessible. who has access

is transmitted to. to this data and
how it is
viewable.
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B.4.c.

B4d

B.5.

B.5.a.

B.5.b.

B.6

Confirm that all of the PBM's subcontractors or independent contractors will prevent any person
or entity located outside the United States from having access to all ERS, GBP, and the PDPs
information, including, but not limited to, confidential or Participant-related information and data.

Confirm
Unable to Confirm; the PBM shall provide a detailed explanation in Section IX.C.1. below

Confirm that all development activities (including production, quality control and testing) are
performed solely within the 50 states of the United States and exclusively in PBMs facilities.

Confirm
Unable to Confirm; the PBM shall provide a detailed explanation in Section 1X.C.1. below

Statement of Standards for Attestation Engagements

Provide a copy of the most recent Service Org on Control ("SOC”) and results
performed the Statement of Stan for ation Engagements 16") or any
other inde t auditor report on the t ness of internal controls o} ions and
compliance of service to be provided under is RFP. This should i e ts of an
independent, certified rnal security audit. The PBM shall also acknowledge and agree that
ERS is entitled to re all such audit results on is not e

nization control en ment performed, then pr d ion of h

mation technology operational control activ se ted to e

services to be provided under this RFP.

HealthSelect PDP

EGWP PDP
If applicable, provide a copy of the PBM's sponsoring or company's most recent SOC
rt or any other i ent au :on the e ness of internal controls over
ations and compl service d und s RFP. This should  ude results
of an independent, certified external security au The shall also acknowle and agree
E to S. not e
ni en de of h
m ay sed to e
services to be provided under this RFP.
HealthSelect PDP
EGWP PDP

If the PBM conducts its SSAE 16 control audits with an external firm, please identify the following

HealthSelect PDP EGWP PDP
Name of external firm
Address of external firm:
Dates when firm performed the
audits:

Business Resumption/Disaster Recovery Plans

The PBM shall confirm that the systems that ERS would use during a disaster undergo annual
disaster recovery tests.

HealthSelect PDP [] Confirm
[0 Unable to Confirm; the PBM shall provide a detailed

explanation in Section 1X.C.1

EGWP PDP Confirm
Unable to Confirm; the PBM shall provide a detailed

explanation in Section IX.C.1
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B.6.a

B.6.b.

B.6.c.

B.7

B.7.a.

B.8.

B.8.a

The PBM shall confirm it has an alternate site to provide services if the assigned primary site is
unavailable for a test or disaster declaration.

HealthSelect PDP [] Cconfirm
[] Unable to Confirm; the PBM shall provide a detailed

explanation in Section IX.C.1.

EGWP PDP ] Confirm
[J Unable to Confirm; the PBM shall provide a detailed

explanation in Section IX.C.1

The PBM shall confirm that the primary and alternate sites are both located in the 48 continental
United States.

HealthSelect PDP [0 Confirm
[J Unable to Confirm; the PBM shall provide a detailed

explanation in Section IX.C.1.

EGWP PDP [ confirm
[] Unable to Confirm; the PBM shall provide a detailed

explanation in Section IX.C.1

ibe the PBM’s con cy plans and p g ty
of a strike, natural er, act of God, ts pt,
or shut-down service that is related to the P , s
functions, ¢ rs s equ , including any ntr upon whom the
PBM relies rm p ing s or produ ron of
elect PDP
> PDP

Software/Hardware (Systems and Technology)

Detail all planned upgrades to the PBM'’s software affecting ERS data and services between now
and June 30, 2017.

HealthSelect PDP
EGWP PDP

Detail all planned upgrades to the PBM's hardware, infrastructure and data centers that will be
hosting ERS data and services being used between now and June 30, 2017.

HealthSelect PDP
EGWP PDP

Quality Assurance/Quality Control Measures

quality assurance processes are provided in the PBM’s system to ensure accurate claims
istration?

thSelect PDP
WP PDP

Describe how the PBM evaluates various aspects of a project to ensure that standards of quality
are being met.

HealthSelect PDP
EGWP PDP
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B.9

B.9.a.

B.10

B.10.a.

B.10.b.

B.10.c.
B.10.d.

File Transfer Practices

The PBM shall provide both a full description and documentation regarding business processes
that shall include, but not be limited to, the following key elements:

HealthSelect PDP EGWP PDP
E) Ssupport of a point to point VPN with
RS;

b) Explanation of how the PBM will
utilize the interface files/data that ERS
will provide:

c) Protocols that the PBM will utilize
when there is a file transmission
problem or a corrupted bad interface
file (or like scenario) with ERS; and

d) Explanation of how information
reported to ERS is to be derived from
the source data file.

f the

If the PBM supplies an interface to ERS, then the PBM shall provide a full i f
the

interface file that shall include, but not be limited to, co 1plete definitions of
interface file.

[o R |
oo

HealthSelect PDP
EGWP PDP

Data interfaces

What is the PBM’s standard interface protocol, and what flexibility does the PBM have with its
standard approach? Provide a detailed description.

HealthSelect PDP

EGWP PDP
What measures does the PBM take to ensure the security of interfaces, which would include, but
not limited to, files, s, print screens and email ents that the PBM is
sen  /receiving t exter urces (whether ERS or a third

HealthSelect PDP

EGWP PDP

Is the P system capable of supporting an alphanumeric User ID other than Social Security
Number N")?

ea

What are PBM's minimum and maximum User ID lengths?

Briefly describe the PBM's back-up procedures for the system(s) to be used in the services
proposed to ERS.

HealthSelect PDP
EGWP PDP
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B.11

B.11.a.

B.12.

B.12.a.

B.12.b.

B.13

B.14.

B.14.a.

Data Center Security

The PBM shall confirm all systems in ERS' environment are physically secured in an access-
restricted environment.

HealthSelect PDP ] Confirm
[J Unable to Confirm; the PBM shall provide a detailed

explanation in Section IX.C.1

EGWP PDP Confirm
Unable to Confirm; the PBM shall provide a detailed

explanation in Section IX.C.1

PBM shall discuss who has access to its data center and how this access is monitored

Hea ect PDP
EG\ P

PBM shall confirm that its data center is rated as Uptime Tier lll or Tier IV

HealthSelect PDP ] Confirm
[] Unable to Confirm; the PBM shall provide a detailed

explanation in Section IX.C.1

EGWP PDP [] Confirm
[] Unable to Confirm; the PBM shall provide a detailed

explanation in Section IX.C.1.
How does PBM confirm that its data center is rated as Uptime Tier Ill or Tier IV?

HealthSelect PDP
EGWP PDP

Provide details regarding the redundant links for internet access that PBM has in place for its data
center

HealthSelect PDP
EGWP PDP

Confirm that PBM acknowledges, accepts and agrees that ERS must be permitted to personally
inspect PBM’s data center facilities and systems on an annual basis or when ERS deems it

necessary.

HealthSelect PDP ] Confirm
[J Unable to Confirm; the PBM shall provide a detailed

explanation in Section IX.C.1.

EGWP PDP [ Confirm
[J] Unable to Confirm; the PBM shall provide a detailed

explanation in Section IX.C.1

Security Architecture

Describe the PBM's Security Incident policies and procedures. The PBM shall provide a copy of
this documentation.

HealthSelect PDP
EGWP PDP

What kind of network security devices are running in the PBM’s data center(s) (e.g., Data Loss
Prevention tools, Intrusion Detection Systems, Intrusion Prevention Systems)?

HealthSelect PDP
EGWP PDP
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B.15

Portable Devices

Are the PBM'’s portable devices encrypted to protect the data in case of theft or loss?

es No
No

Security Practices

B.16.

B.16.a.

B.16.b

B.16.c.

B.16.d.

B.16.e.

B.16.f

The PBM shall confirm it will provide ERS a copy of any information security policies, procedures
and standards upon request.

HealthSelect PDP ] Confirm
[ Unable to Confirm; the PBM shall provide a detailed

explanation in Section IX.C.1.

EGWP PDP [] confirm
[C] Unable to Confirm; the PBM shall provide a detailed

explanation in Section IX.C.1

Does the PBM have dedicated resources for information security efforts?

HealthSelect PDP es No

EGWP PDP es No
In detail, desc the 's prac and controls utilized to limit access and protect
confidential and sitive in stora d in transit.

HealthSelect PDP

EGWP PDP
Are firewalls sec equipment checked by independent third parties for
vuln s and pos its? , how often?

HealthSelect PDP

EGWP PDP
In the event of a security breach, de the process to  fy ERS of the of ERS data,
the PBM facilities or other types of In ion Technology  astructure bre

HealthSelect PDP
EGWP PDP

The PBM shall confirm that ERS data stored at the PBM's site is encrypted at rest.

HealthSelect PDP
to Confirm; the PBM shall provide a detailed

explanation in Section IX.C.1.

EGWP PDP
to Confirm; the PBM shall provide a detailed

explanation in Section IX.C.1.

The PBM shall describe how often its firewall and router configuration standards are reviewed
The PBM shall provide the last date its firewall and router configuration standards were reviewed.

HealthSelect PDP
EGWP PDP
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B.16.g.

B.16.h

B.16.i.

B.17

B.18.

B.19

B.19.a

checked?
HealthSelect PDP
EGWP PDP
d s s in place for ding to low,
h n is the PBM’s p to rank such
n experts on staff or is a third-party

s
contracted in the case of a breach?

HealthSelect PDP

EGWP PDP
the PBM use? Is AV software deployed on all
h as servers, worksta}ions, laptops) commonly
v
d
enabled?
HealthSelect PDP
EGWP PDP

Execution Architecture

Who is the PBM’s data center provider(s)? What technology in the Data Center is shared with
other data center customers?

HealthSelect PDP
EGWP PDP

Development Architecture

How would the PBM manage legal ¢ es such as s legi e chan How would this
be managed to avoid developin j “for versions of BM's ion for

HealthSelect PDP
EGWP PDP

Operations Architecture

What are the normal staffing hours (in central t for the following:

e PBM's technical support team to respond t ta and reporting questions; and
e PBM'’s data center.

HealthSelect PDP
EGWP PDP

Describe the PBM's standardized methodology for resolving issues and implementing
measurable action plans to resolve.

ea
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B.19.b.

B.20

C1

The PBM shall provide the following

HealthSelect PDP EGWP PDP
a. The historical periodic scheduled
maintenance schedule for 2015;
b. no ic hich
ha ed th riod
for 2015; and
c. A detailed report of all unscheduled

o] , and
o) 5,
e

Customer Service and Support: Standard Service
Indicate how the PBM will manage the ongoing account with ERS

HealthSelect PDP
EGWP PDP

Deviations

Review the deviations instructions referenced in Section 1.B.2.

Affirm that the PBM shall comply with all of the Information Systems Requirements described
herein Article IX of this RFP.

[ Affirm [] Affirm with the proposed Deviations
If appli numerate and e a detailed description of each of the deviations between the
PBM’s se and these r ments.

PBM's Requested Deviations Detail:
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. cl e i e s S cct

This Article presents the requirements and s ifications for a to ister the sel ed
HealthSelect PDP and/or EGWP PDP under the G The PBM shall eal benefits and es
consistent with those currently offered to Participants under the HealthSelect PDP.

The PBM's services shall at minimum include, but not be limited to: administrative services, pharmacy

network a dentialing, establishment and maintenance of the formulary used in connection
with the t and/or EGWP PDP, rel i n, ease
management and M Part D Ret Drug i as a shall
be executed in acco with the req  ments t. e may

be further outlined elsewhere in this RFP.

The PBM understands and accepts thl(allt it is bound b

ib s
ib s o]
el P in

and federal, including the Board Rules, as amended,
Director, and ERS’ staff. The PBM shall recover any costs related to the RFP and Contract requirements only
through the PBM’s Price Proposal and Response Format, Article XI.

A. Reimbursement Methodology
A1 Reimbursement of Claims (Option 1). Under the ar the PBM shall
and e 2 PDPs ed in the Contract.
ms s u hrough ds
from e he first of
each c\jlveek, the PBM shall present an invoice t ents ac nd
e
e
s
sign
ning
risk
OR
A.1l.a. of Claims at Present n 2). ERS would strongly prefer to reimburse
claims paid by the PBM c e with the following:

¢ The PBM will process and pay all claims submitted under the PDPs as described herein.
e The PBM will open and administer a demand deposit account (“DDA") on ERS’ behalf with a

Qual d Public tory.
The M retain rship and control of the DDA, however, the funds in the DDA will only
be used for reimbursement of claims.

e The claims will by the through ss of drafts or through Electronic
Funds Transfer f PBM's a nt prior to bu nt from ERS.

e The balance of the DDA is the accumulation of claims that have been presented for

o rges and/or ove

o the PBM shall electronically of the
bal of the DDA that is pen for reimbursement.
ER | instruct its custodian to transfer the funds via Fed wire to the DDA to settle the
cl bur
A he for maintaining t funds to provide for the cost
in he r the sufficiency ction of plan contributions on

self-funded coverages.
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A1lb

A1l.c.

Ald.

A.l.e.

A2

A3S.

A.3.a

A3.b

A3.c

A3.d.

A4

Ad.a.

u
t
I

e
t

reimbursement from ERS in an amount that is

p acy). The M shall only be for paid claims, and shall not be reimbursed for
c that have n processed but to pharmacies.
As red in the ance Guar Ap es F-1 and F-2, the PBM for
Hea lect PDP or PDP shall ate of the electronically-submitted r
' r r f n(15)
I d il m claim.
] d
The reimburse process will re the PBM in a rs. The initial fun of the
reimbursement ess will be de and agreed n by both parties ing the

implementation process.

ERS shall have the right to audit appropriate PBM records to determine the accuracy of the

r.}l_y ents. Further audit requirements are referenced in Article VIl., Operational
ifica
Payment Methodology.

Inactive Account Billing. Standard services provided to all Participants regardless of their
account balance status shall be provided by the PBM and may only be recovered through the
administrative fees quoted in Article XI.

Administrative Fee. Each month the total administrative fee will be determined by multiplying

s
e
s
e
fee.
In nding to this RFP, the PBM | propose an administrative fee(s), which will be
gu ed for the initial term of the Cont
administrative fee.
on 1551.012 Tl the from an ax, latory or surcharge ding
ium or mainten or The ad tive shoul t include any sion
for such taxes or fees.
ex tart-up costs th the admi e fee, such
ry act Term and fically de to ERS in
Xl, :
ra the any
le ying lect
e The runo
m t be paid following termination of the Contract.

There may be other obligations surviving the termination of the Contract.
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A5

B.1

B.1.a.

B.2.

B.2.a.

B.2.b.

B.3

Annual E ence Accounting. W ninety (90) days after the end of Fiscal Year

and/or Ca r Year, the PBM will p e ERS with an accounting of the Select PDP

and/or EGWP PDP financial experience for the Fiscal Year and/or Calendar Year under the
Contract. The accounting shall include monthly enroliment, paid claims, or o
1ed to ERS, contractual gu , fed

shall

shall

Interrogatories
Review the Interrogatory instructions referenced in Section 1.B.3.
Financial Reporting Requirements

Provide an indication of the type of support, if applicable (i.e., guarantees, letters of credit), that
PBM will receive from other entities or persons.

HealthSelect PDP
EGWP PDP

Provide the maximum limits of additional financial support from other entities or persons, if
applicable.

HealthSelect PDP
EGWP PDP
If the PBM's company is a subs ary ny, a full dis of
all direct or indirect ownership a  inc dep _ e parent Y,
other companies owned by the  ent ry relationships.
HealthSelect PDP
EGWP PDP
pharm facturer the or do BM legal onships
cial ag r than re con ) with ceu factu
HealthSelect PDP EGWP PDP
| IYes | INo

If ves. please describe

What s’E)eps has the PBM taken to ensure that such relationships do not constitute a conflict of
interest?

HealthSelect PDP

EGWP PDP
di to
or of
in he
EGWP PDP.
HealthSelect PDP
EGWP PDP
n to the PBM from p eutical m rs
S, rative fees, data com fees and al
lization.

HealthSelect PDP
EGWP PDP
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B.4

B.4.a.

B.5.

B.5.a

B.6

B.7

C.1

The PBM shall provide a list reflecting all persons or entities that have a 20% or greater
ownership interest in the PBM.

HealthSelect PDP

EGWP PDP
The s provide a list g all persons or entities that a 20% or greater
owne in  stin the PBM's ing or parent company, if applic

IthSelect PDP
WP PDP

The PBM shall provide a copy of its annual audited financial statements for the two (2) most
recent Fiscal Years.

HealthSelect PDP
EGWP PDP

If applicable, PBM shall provide its sponsor or parent organizations’ audited financial statements
for the two (2) most recent Fiscal Years.

HealthSelect PDP
EGWP PDP

Describe in detail the PBM's claims and administrative fee reimbursement methodology

HealthSelect PDP

EGWP PDP
The PBM shall confirm, that as a reimbursement process, claims will be paid in arrears. The
al funding of the reimb ent process will be determined and agreed upon by both parties
ing the implementation S.
HealthSelect PDP Confirm

Unable to Confirm; the PBM shall provide a detailed
explanation in Section X.C.1.

EGWP PDP _] Confirm
Unable to Confirm; the PBM shall provide a detailed

explanation in Section X.C.1

Deviations
Review the deviations instructions referenced in Section 1.B.2.

Affirm that the PBM shall comply with all of the Financial Requirements and Specifications as
described herein Article X of this RFP.

[0 Affirm [] Affirm with the proposed Deviations
If e a detailed description of each of the deviations between the
E ments.
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X ¢ r s s S r

ERS requires the PBM to s proposal as spe b PBM shall n for
ALL services and/or progra in the RFP in the 's osal and R

A. Price Proposal

A1 ion of il, mail i nd
es, an ministr , if
A1l.a. May not bill ERS for an amount that is different from the amount paid to a retail pharmacy in
connection with a prescription drug dispensed through the retail pharmacy;
A.1.b. h a ceu facturer reb
f t r rug of the Hea
P b and
A1lc. Xl\;lvsg base the charges for drugs dispensed through mail service and specialty pharmacy on
A2 ;’8$7pricing proposal must be guaranteed for the initial term of the contract beginning January 1,
A.3. Th c qu Il expenses to be incurred by the PBM for
im e d mance of all services and other matters
de e pr during the initial term of the Contract, and during
any runoff period following termination of the Contract.
A4. 15 2 TIC from any X, r tory fee, or s
agp m inten . As requ the ract, the adm
ny, d lude ch taxes or fees.
A5 The n must be fully ect to audit by ERS and/or its designated representatives as
mor y ed in the Cont
AG. All discount guarantees a direct savings off of AWP and are not the result of
inc tal savings due to r g of drugs or blending non-Maximum Allowable Cost

generics to achieve a higher brand discount.

A7 The PBM shall not include expenses for clinical programs of any kind (i.e., retro/DUR) in any of
the quoted discount rates.

A8 On a quarterly basis, the PBM will reconcile the actual average ingredient cost discount and the
actual average dispensing fee paid to retail pharmacies against the proposed aggregate
guarantees for retail drugs.

A8.a. If the actual average ingredient cost discount for brand or generic drugs for the HealthSelect PDP
and/or EGWP PDP is less than the corresponding aggregate ingredient cost discount guarantee,
or if the actual average dispensing fee for the HealthSelect PDP and/or EGWP PDP is greater
than the aggregate dispensing fee guarantee, the PBM will pay the full dollar amount of such
shortfall to ERS on a quarterly basis.

A.8.b. Each guarantee stands on its own. As an example, the PBM may not offset discount guarantees
shortfalls on generic retail prescriptions with overages from generic guarantees at mail order or
retail brand guarantees.

A8.c The reconciliation and payment, if any, along with supporting documentation will be provided to
ERS within 90 days of the end of each FY (HealthSelect PDP) and/or CY (EGWP PDP) quarter.
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A.8.d

A9

A10

A1

A2

A12.a.

A12.b.

A.12.c.

A12d

A13
A4

A15

A.16

B.1.a

Claims adjudicated on the basis of U&C pricing will not be considered in determining compliance
with the brand and generic guaranteed discount rates. All other transactions are to be included,
including specialty drugs.

The PBM will conduct a similar reconciliation for drugs dispensed through (a) the mail pharmacy
and (b) the specialty pharmacy as described in Sections XI.A.8. — XI.A.8.c. above.

Pricing guarantees will be applied separately for each pharmacy category (retail, mail and
specialty pharmacy).

The pricing reconciliation will be separate and apart from the rebate reconciliation described in
Section XI.A.12.b. below.

The PBM will provide ERS with the greater of (i) 100% of total rebates received by the PBM
based on the dispensing of each manufacturer's formulary drugs under the PDPs and (ii) the
proposed guaranteed rebates.

Guaranteed rebates will be paid within 30 days of the end of each FY (HealthSelect PDP) and/or
CY (EGWP PDP) quarter. The PBM will provide documentation for such payments.

Each quarter, the PBM will reconcile and pay the excess, if any, of (a) the actual total rebates
received for that FY (HealthSelect PDP) and/or CY (EGWP PDP) over (b) the total guaranteed
rebates paid to ERS for that FY (HealthSelect PDP) and/or CY (EGWP PDP). The PBM will
provide ERS with full documentation of this reconciliation.

Rebates received by the PBM after completion of the reconciliation described in
Section XI.A.12.b. above that would have impacted the determination described therein will be
refunded to ERS upon receipt.

The rebate reconciliation will be separate and apart from the pricing reconciliation as described
above.

Rebates must not be contingent upon days’ supply or acceptance of any programs whatsoever.

Any cost of case management for critical disease conditions shall be included in the PBM's Price
Proposal and Response Format.

The PBM shall coordinate benefits with other prescription drug coverages and include the cost of
such service in the PBM Price Proposal and Response Format.

shall use Medi-Span as the basis for ng drug is bran
contains an M, N, or O) or generic rce contains a
source of brand/generic determination will be acc for poses. This

shall be applicable for all purposes under the Contract.

PBM’s Programs and/or Services

The PBM shall indicate the RFP programs and/or services it is responding to by making an “X" in
the box below:

HealthSelect PDP
EGWP PDP

From the response(s) provided in the box above, the PBM shall provide the fees associated with
the programs and/or services that the PBM will be providing in the Sections below.
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HealthSelect PDP
The PBM shall indicate its pricing for the items requested below:

Pricing Element Current Network Alternate Retail Network

I. Retail reimbursement
A. Brand (including specialty drugs
dispensed at retail pharmacy)

1. Inaredient Cost Complete Appendix L Complete Appendix M
2, e Ingredient Cost ] ;
G AWP' less % AWP' less %
3. Dispensing Fee Complete Appendix L Complete Appendix M
4, e Dispensing Fee
G $ per script $  per script
B. Generic (including specialty drugs)
Less C, (b)
MAC ndix M

1. Inaredient Cost
g. Aggregate Ingredient Cost Guarantee . .

AWP' less % AWP' less %
3. Dispensina Fee Complete Appendix L Complete Appendix M
4, e Dispensing Fee
G $ per script $ per script

Il. Mail Service Reimbursement and
Extended Days’ Supply (EDS) Retail

Network

A. Brand (including specialty drugs)

1. Ingredient Cost AWP'less %
2. Dispbensina Fee $ per script

B. Generic (includina specialty druas)
Lessqr of MAC' and

1. Ingredient Cost AWP
2. e Ingredient Cost ;
G AWP' less %
3. Dispensing Fee $ per script

lll. Specialty Pharmacy
Reimbursement

A. Brand

1. Inaredient Cost Complete Appendix N
2. Dispensing Fee Complete Appendix N
B. Generic

(@) U&C, (b)
¢) Appendix N
1. Inaredient Cost

2. e Ingredient Cost )
G AWP' less %
3. Dispensina Fee $ per script
IV. Manufacturer Revenue
A. ERS Share 100%
B. Guaranteed Rebate
1. Retail $ per paid script
2. Mail $ per paid script
3. Specialty 3 per paid script
V. Administrative Fee $ PMPM®
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C.2

C.s.

cy shown in Appendix L
cy shown in Appendix M

own in Appendix N

p
y The PBM shall use the same MAC
g in dete
average no less the pe ge indicated.
average allben ater th amount
indicated.

Is there separate pricing for injectables and biotech products? If yes, please provide a separate
fee schedule.

The total dolla t at risk for Perfor e guarantees shall equal ten ( ) of the
annualized ad ive fee based on enroliment and on each su t al Year
period.

EGWP PDP

The PBM shall indicate its pricing for the items requested below:
Pricing Element Current Network Alternate Retail Network

l. Retail reimbursement

A. Brand (includina specialty druas)

1. Inaredient Cost Complete Appendix L Complete Appendix M
e Ingredient Cost

2.
G AWP'less % AWP'less %
3. Dispensina Fee Complete Appendix L Complete Appendix M
4. e Dispensing Fee
G $ per script $ per script
B. Generic (including specialty drugs)
(b) Les§ C, (b)
ix L MAC ndix M
1. Inaredient Cost
2. Ee Ingredient Cost . .
G AWP' less % AWP' less %
3. Dispensina Fee Complete Appendix L Complete Appendix M
4, e Dispensing Fee
G $ per script $ per script
Il. Mail Service Reimbursement and
Extended Days’ Supply (EDS) Retail
Network
A. Brand (includina specialty druas)
1. Inaredient Cost AWP'less %
2. Dispensina Fee $ per script
B. Generic
1. Inaredient Cost Lesser of MAC’ and AWP'
2, e Ingredient Cost ]
G AWP' less %
3. Dispensina Fee $ per script
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D.2

D.3.

D4

lll. Specialty Pharmacy
Reimbursement

A. Brand

1. Inaredient Cost
2. Dispensina Fee
B. Generic

1. Inaredient Cost
é e Ingredient Cost

3. Dispensing Fee

IV. Manufacturer Revenue
A. ERS Share

B. Guaranteed Rebate

1. Retall

2. Mail

3. Specialty

V. Administrative Fee

Complete Appendix N
Complete Appendix N

(a) U&C, (b)
¢) Appendix N

AWP'less %

3 per script

100%

$ per paid script

$ per paid script

$ per paid script

$ PMPM®

own in Appendix L
own in Appendix M

n
e
M shall use the same MAC pricing in
all be no less the p ge indicated.
ms shall be n atert amount indicated.

Is there separate pricing for injectables and biotech products? If yes, please provide a separate

fee schedule.

Th al dollar at risk for P
an zed adm e fee based
period.

Revenue from Other Sources

The PDP agrees to pay
addit PBM provides the fol
Revenue Minimum CY201/
Source Guarantee
Federal PPPM
Direct
Subsidy
Coverage PPPM
Gap
Discount
Program

ance gu all equal ten percent ( ) of the

ial enrol n each subsequent Ca ar Year
% of all rev ned from the following sources. In
ng minimum s.

CY2018 CY2019 CY2020 CY2021 CY2022
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D.5.

Catastrophic
Reinsurance

Low Income
Cost
Sharing
Subsidies

Low Income
Prem_iu_m
Subsidies

PPPM

PPPM

PPPM

Projected Net Plan Cost of Prescription Drug Benefits under the EGWP PDP

enrollment
under the
acting the

projection in the following format.

Cost Factor
Gross Costot Prescrio n ru s
a
Plan Pavments to Pharmacies
PBM Administrative Fees
Other Costs describe
u
scou ram
nce
Low Income Cost Sharina Subsidies
Low Income Premium Subsidies
Manufacturer Rebates
Other Offsets 1 describe
Net Plan Cost

Optional Services

any option is selected by ERS, it will be specific

Services

Date of
Implementation

124

Cost Savings

ctt plan ¢
on take
om al sou

Amount
419,700,000
36,600,000
383,100,000
5,700,000
0
23,700,000
52,000,000
64,100,000
3.600.000
400,000
50.000.000
0
195.000.000

Additional
Monthly Cost
(if applicable)

Other Benefits to
System

tion
tion
the

Per Member Basis
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F.1

F.2

F.3

G.1

Additional

. Monthly Cost
; Date of . Other Benefits to  ; ?
Services . Cost Savings (if applicable)
Implementation System Per Participant
Basis
Interrogatories
Review the Interrogatory instructions referenced in Section [.B.3.
ma | address(es) and telephone/facsimile number(s) for the
pr of the PBM’s Price Proposal and Response Format
ed XI.
HealthSelect PDP EGWP PDP
Name:
Title:
Mailing
address
Email
address
Telephone
number:
Facsimile
number:

Provide actuarial assumptions regarding brand, generic and specialty pricing and utilization
trends.

HealthSelect PDP
EGWP PDP

The PBM shall confirm that it agrees that the total dollar amount at risk for Performance
Guarantees shall be ten percent (10%) of the annualized administrative fee based on initial

enrollment and on each subsequent Fiscal Year period for the HealthSelect PDP and on each
subsequent Calendar Year period for the EGWP PDP.

] confirm
[J Unable to Confirm

Deviations
Review the deviations instructions referenced in Section 1.B.2.

Affirm that the PBM shall comply with all of the Price Proposal and Response

Requirements as herein Article XI and be bound to the fees/rates the PBM
in response to the Proposal section of this RFP.
] Affirm [ Affirm with the proposed Deviations
If e a detailed description of each of the deviations between the
P ments.
P :
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BUSINESS ASSOCIATE AGREEMENT
BETWEEN EMPLOYEES RETIREMENT SYSTEM OF TEXAS
AND UNITED HEALTHCARE SERVICES, INC.

This Business Associate Agreement (“Agreement”) is effective upon execution by and between
the Employees Retirement System of Texas (hereinafter “Health Plan” or “Covered Entity”) and
United Healthcare Services, Inc., (hereinafter “Business Associate”). Health Plan and Business
Associate may be individually referred to as a “Party” and collectively as the “Parties.”

PREAMBLE

WHEREAS, the requirements of the Health Insurance Portability and Accountability Act of
1996 (Public Law 104-191), amended by the Health Information Technology for Economic and
Clinical Health Act (“HITECH”), as incorporated in the American Recovery and Reinvestment
Act of 2009, and the implementing regulations issued and amended by the U.S. Department of
Health and Human Services Secretary (“Secretary”) (45 CFR Parts 160 and 164, known as the
“Privacy and Security Rules,” require the parties to reach agreements regarding the privacy,
security and breach notification requirements related to ‘protected health information,” as
clarified by the Genetic Information Nondiscrimination Act of 2008 (“GINA”), Public Law 110-
233 and applicable regulations (PHI) (these requirements are hereinafter collectively referred to
as “HIPAA”)); and

WHEREAS, Health Plan is a ‘Covered entity’ under HIPAA in that it is a covered group health
plan, and as a covered entity must ensure the privacy and security of all PHI which its Business
Associate ‘uses’ or ‘discloses;’ and

WHEREAS, Health Plan and Business Associate have entered into a Contractual Agreement (the
“Contract”) under which Business Associate contracted to provide certain functions, activities, or
services (collectively “Services”) to Health Plan, and in the continued performance of these
Services may create, receive, use, disclose, or have access to PHI from or on behalf of Health
Plan; and

WHEREAS, in performing Services for Health Plan, Business Associate is considered a
‘Business Associate’ as this term is defined in HIPAA; and

WHEREAS, the Parties agree that this Business Associate Agreement shall be attached to the
Contract as Exhibit “F” to incorporate therein for all purposes as if restated in full the terms of
this Agreement; and

WHEREAS, HIPAA mandates that covered entities enter into agreements with their ‘Business
Associates’ to ensure the continued privacy and security of PHI; and

WHEREAS, the Parties desire to comply with HIPAA; and

Business Associate Agreement 3@%
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WHEREAS, this Agreement is intended to ensure that Business Associate will establish and
implement appropriate safeguards (including certain administrative and security requirements)
for the PHI the Business Associate may create, receive, use, disclose, or have access to in
connection with Services by Business Associate to Health Plan.

NOW THEREFORE, in consideration of the Parties’ continuing obligations under the Contract,
in compliance with HIPAA, and for other good and valuable consideration, the sufficiency of
which is hereby acknowledged, the Parties agree to the provisions of this Agreement in order to
address the statutory obligations imposed upon them and to protect the interests of the Parties.

SECTION 1. DEFINITIONS

The following capitalized terms are defined in 45 CFR Parts 160 and 164. Terms used, but not
otherwise defined, in this Agreement shall have the same meaning as those terms are defined in
45 CFR Parts 160 and 164. References herein to the Privacy and Security Rules, or a specific
section thereof, shall mean the section as in effect or as amended.

1.1 ‘Breach’ means the acquisition, access, use, or disclosure of PHI in a manner not
permitted under 45 CFR §§ 164.500 et seq. (Subpart E) of this part which compromises
the security or privacy of the protected health information. As set forth in 45 CFR
164.401(2), except as provided in 45 CFR 164.401(1), an acquisition, access, use or
disclosure of protected health information in a manner not permitted under Subpart E is
presumed to be a breach unless Health Plan or Business Associate demonstrates that there
is a low probability that the PHI has been compromised based on a risk assessment of at
least the following factors: (i) the nature and extent of the PHI involved, including the
types of identifiers and the likelihood of re-identification; (ii) the unauthorized person
who used the PHI or to whom the disclosure was made; (iii) whether the PHI was
actually acquired or viewed; and (iv) the extent to which the risk to the PHI has been
mitigated. Further, a use or disclosure of protected health information that does not
include the identifiers listed at 45 CFR § 164.514(e)(2), date of birth, and zip code does
not compromise the security or privacy of the protected health information. ‘Breach’
excludes unintentional, inadvertent and/or un-retainable breaches, as defined by 45 CFR
164.402(1).

1.2 ‘Electronic Protected Health Information’ means PHI that is created, received, stored,
maintained, processed and/or transmitted in an electronic format.

1.3 ‘Health Information’ means any information, including ‘genetic information,” whether
oral or recorded in any form or medium, that: (1) is created or received by a ‘Health Care
Provider,” ‘Health Plan, public health authority, employer, life insurer, school or
university, or ‘Health Care Clearinghouse;’ and (2) relates to the past, present, or future
physical or mental health or condition of an individual; the provision of health care to an
individual; or the past, present, or future payment for the provision of health care to an
individual.

1.4  ‘Individually Identifiable Health Information’ means information that is a subset of
‘Health Information,” including demographic information collected from an individual,
and: (1) is created or received by a ‘Health Care Provider,” ‘Health

Business Associate Agreement x Sf‘\
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1.5

1.6

1.7

1.8

1.9

2.1

22

2.3

‘Health Care Clearinghouse;’ and (2) relates to the past, present, or future physical or
mental health or condition of an individual; the provision of health care to an individual;
or the past, present, or future payment for the provision of health care to an individual;
and (a) that identifies the individual; or (b) with respect to which there is a reasonable
basis to believe the information can be used to identify the individual.

‘Protected Health Information’ (“PHI”) means Individually Identifiable Health
Information: (1) except as provided in section (2) of this definition, that is (a) transmitted
by electronic media; (b) maintained in any medium described in the definition of
‘electronic media’ found at 45 CFR § 160.103; or (c) transmitted or maintained in any
other form or medium. (2) Protected Health Information excludes Individually
Identifiable Health Information in (i) education records covered by the Family
Educational Rights and Privacy Act, as amended, 20 U.S.C. § 1232g; (ii) records
described at 20 U.S.C. § 1232g(a)(4)(B)(iv); (iii) employment records held by a Covered
Entity in its role as employer; and (iv) regarding a person who has been deceased for
more than 50 years.

‘Subcontractor’ means a person to whom a business associate delegates a function,
activity, or service, other than in the capacity of a member of the workforce of such
business associate.

‘Workforce’ means employees, volunteers, trainees, and other persons whose conduct, in
the performance of work for Business Associate, is under the direct control of Business
Associate, whether or not they are paid by Business Associate.

‘Unsecured PHI means PHI that is not rendered unusable, unreadable, or indecipherable
to unauthorized persons through the use of a technology or methodology specified by the
Secretary in the guidance issued under section 13402(h)(2) of Public Law 111-5 on the
U.S. Department of Health and Human Services (“HHS”) website.

For purpose of security requirements, 45 CFR Part 164 Subpart C: ‘Availability’ means
the property that data or information is accessible and useable upon demand by an
authorized person. ‘Confidentiality’ means the property that data or information is not
made available or disclosed to unauthorized persons or processes. ‘Integrity’ means the
property that data or information have not been altered or destroyed in an unauthorized
manner.

SECTION II. GENERAL TERMS

This Agreement shall remain in effect for a period coterminous with the Contract and any
extensions, amendments and renewals thereof.

Except as otherwise might be defined herein, all terms first appearing in ‘single’
quotation marks and italicized shall have the same meaning set forth in HIPAA, including
45 CFR §§ 164.103, 164.105, 164.304, 164.501 and 164.502.

In the event of an inconsistency between the terms of this Agreement and the mandatory
terms of HIPAA, the mandatory terms of HIPAA shall prevail. Where the terms of this
Agreement are different from those included in HIPAA but the terms of HIPAA are
permissive, the terms of this Agreement shall control.

Business Associate Agreement 3 SH
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2.5

2.6

2.7

2.8
2.9

2.10

2.11

2.12

2.13

2.14

The terms of HIPAA may be expressly amended from time to time by Legislation, HHS,
or as a result of interpretations by HHS, a court, or another regulatory agency with
authority over the Parties. In such an event, the Parties will work together in good faith to
determine the impact on the Parties’ obligations and whether the specific event requires
the need to amend this Business Associate Agreement. In any situation under the
Business Associate Agreement where a question arises as to the applicability of state or
federal law or regulations to the Health Plan, then Health Plan’s interpretation of the
applicability of such law or rule shall control.

The Parties agree to take such action as necessary to amend this Agreement from time to
time as is necessary to comply with HIPAA, the Privacy and Security Rules and
HITECH.

Any ambiguity in this Agreement shall be resolved to permit compliance with HIPAA
and HITECH.

Business Associate is solely responsible for all decisions made by Business Associate
regarding the safeguarding of PHI.

This Agreement does not create or confer any rights or remedies onto third parties.

Modification of the terms of this Agreement shall not be effective or binding upon the
Parties unless and until such modification is committed to writing and executed by the
Parties hereto.

This Agreement shall be binding upon the Parties hereto, and their respective legal
representatives, trustees, receivers, successors and permitted assigns.

Should any provision of this Agreement be found unenforceable, it shall be deemed
severable and the balance of the Agreement shall continue in full force and effect as if the
unenforceable provision had never been made a part hereof.

To the extent not preempted by federal law, this Agreement and the rights and obligations
of the Parties hereunder shall in all respects be governed by, and construed in accordance
with, the laws of the state of Texas, including all matters of construction, validity and
performance.

All notices and communications required or permitted to be given hercunder shall be
delivered by certified mail, first class postage prepaid or via first class mail, with a copy
by email, to the individual(s) listed in Section VII. Notices, or at such other address as
such Party shall from time to time designate in writing to the other Party, and shall be
effective from the date of mailing. Either party may waive the requirement for a
particular notice or communication to be delivered via certified mail or first class mail
and instead accept it solely by email. Further, either party may change its notice
information by sending written notice of such change to the other party in the manner set
forth above, without any requirement to amend this Agreement.

This Business Associate Agreement, including such portions as are incorporated by
reference herein, constitutes the entire Business Associate Agreement by, between and
among the Parties, and such Parties acknowledge by their signature hereto that they do
not rely upon any representations or undertakings by any person or Party, past or future,
not expressly set forth in writing herein. In the event of a conflict between the Contract
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and this Business Associate Agreement, the provisions in this Business Associate
Agreement shall prevail.

2.15 These provisions shall survive termination of this Agreement: 4.7, 4.8, 4.9, 4.10, 4.14,
4.15, 4.16 and 4.18.

SECTION III. SPECIFIC PERMITTED AND REQUIRED
USES AND DISCLOSURES BY BUSINESS ASSOCIATE

3.1 Business Associate agrees to create, receive, ‘use,” or ‘disclose’ PHI only in a manner
that is consistent with this Agreement and HIPAA, or as permitted or required by law,
and in connection with providing the Services to Health Plan identified in the Contract.
Accordingly, in providing Services to or for Health Plan, Business Associate, for
example, will be permitted under HIPAA to:

(1) ‘use’ and ‘disclose’ PHI for ‘treatment,” ‘payment,’ or ‘health care operations.’

(2) de-identify PHI and maintain such de-identified health information indefinitely;
provided that all identifiers are destroyed or returned in accordance with this
Agreement.

(3) create a ‘limited data set,” provided that Business Associate:

(a) does not ‘use’ or further ‘disclose’ PHI contained in the ‘/imited data set’
except as necessary to provide the Services or as provided for in this
Agreement or otherwise ‘required by law;’

(b) uses appropriate Safeguards to prevent the ‘use’ or ‘disclosure’ of PHI
contained in the ‘limited data set’ other than as provided for by this
Agreement;

(c) reports to Health Plan any ‘use’ or ‘disclosure’ of PHI contained in the
‘limited data set’ of which Business Associate becomes aware that is not
provided for by this Agreement;

(d) ensures that any agents or subcontractors to whom it provides access to the
‘limited data set’ agree to the same restrictions and conditions that apply
to Business Associate under this Agreement; and

() does not re-identify PHI or contact the ‘individuals’ whose information is
contained within the ‘limited data set.’

3.2  Additionally, under HIPAA, Business Associate may ‘use’ or ‘disclose’ PHI received by
the Business Associate in its capacity as a Business Associate to Health Plan to perform
functions, activities, or services for, or on behalf of, Health Plan as specified in the
Contract.

Further, Business Associate may ‘use’ or ‘disclose’ PHI if:

Business Associate Agreement = SA
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4.1

4.2

43

4.4

(1)  The use relates to: (a) the proper management and administration of the Business
Associate or to carry out legal responsibilities of the Business Associate, or
(b) data aggregation services relating to the health care operations of Health Plan.

For purposes of this Agreement, the following terms shall have the meanings
identified:

) ‘data aggregation services’ shall mean the combining of PHI by Business
Associate with the PHI received by Business Associate in its capacity as a
Business Associate of another covered entity, to permit data analyses that
relate to the health care operations of Health Plan or another covered
entity, and

(ii)  ‘legal responsibilities’ of the Business Associate shall mean
responsibilities imposed by law or regulation but (unless otherwise
expressly permitted by Health Plan) shall not mean obligations Business
Associate may have assumed pursuant to contracts, agreements, or
understandings with entities other than Health Plan.

(2)  The disclosure of information received in such capacity is for the proper
management and administration of the Business Associate or to carry out its legal
responsibilities and, when the law requires such disclosure, or the Business
Associate obtains reasonable assurances from the person to whom the information
is disclosed that it will be held confidential and the person agrees to notify the
Business Associate of any breaches of confidentiality. In this regard, ‘required by
law’ shall have the meaning set forth in HIPAA.

Business Associate may use and disclose PHI to report violations of law to appropriate
federal and state authorities, consistent with 45 CFR 164.502 (j)(i).

SECTION 1IV. OBLIGATIONS OF BUSINESS ASSOCIATE

To the extent such agreements are otherwise permitted under the Contract, Business
Associate shall include in all agreements or contracts with its agents, contractors,
subcontractors or vendors, if such agreements or contracts involve Business Associate’s
‘disclosure’ to or ‘use’ by the agents, contractors, or subcontractors of PHI received in
connection with Services, the same restrictions and conditions on the ‘use’ and
‘disclosure’ of PHI that are set forth in this Agreement; such agreement or contract shall
comply with 45 CFR § 164.314.

Business Associate shall ensure compliance with this Agreement by its ‘workforce’ and
‘subcontractors.’

Business Associate shall adopt privacy, security and breach notification policies and
procedures that are consistent with the requirements of HIPAA as applicable to Business
Associate.

Business Associate shall implement, maintain and use ‘administrative safeguards,’
‘physical safeguards’ and ‘techmical safeguards’ (“Safeguards”) that reasonably and
appropriately protect the confidentiality, integrity and availability of PHI as required by

Business Associate Agreement I&\Q\-
Page 6 of 14 Business Associate



4.5

4.6

4.7

4.8

4.9

4.10

4.11

4.12

4.13

45 CFR Part 164 Subpart C (“Security Rule”) in the same manner that those requirements
apply to Health Plan pursuant to 45 CFR § 164.504, and ensure that PHI is not ‘used’ or
‘disclosed’ except as provided for by HIPAA and by this Agreement.

Business Associate shall protect against any reasonably anticipated threats or hazards to
the security or integrity of such information, as required by 45 CFR § 164.306.

Business Associate shall prevent, detect, contain and correct against any reasonably
anticipated uses or disclosures unpermitted by this Agreement, as required by 45 CFR
§ 164.306, § 164.308.

Business Associate shall report to Health Plan any ‘use’ or ‘disclosure’ of PHI, including
by its employees, agents, contractors, or subcontractors, that is not provided for by
HIPAA or by this Agreement and shall report to Health Plan any breach of unsecured
PHI as required by 45 CFR § 164.410, and any successful ‘security incident’ of which it
becomes aware.

Business Associate agrees to mitigate, to the extent practicable, any harmful effect that is
known to Business Associate of a ‘use’ or ‘disclosure’ of PHI by Business Associate in
violation of the requirements of this Agreement or of any ‘security incident’ of which it
becomes aware.

In accordance with HIPAA, Business Associate shall make available to Health Plan, in
the time and manner designated by Health Plan, PHI that is contained in ‘designated
record sets.” At Health Plan's request, the PHI shall be made available to Health Plan or
as directed by Health Plan, to an ‘individual’ in order to meet the requirements under
45 CFR § 164.524. If the ‘individual’ requests an electronic copy of the information,
Business Associate must provide Health Plan with the information requested in the
electronic form and format requested by the ‘individual’ and/or Health Plan if it is readily
producible in such form and format; or, if not, in a readable electronic form and format as
requested by Health Plan.

Business Associate shall document such disclosures of PHI and information related to
such disclosures as would be required for Health Plan to respond to a request by an
‘individual’ for an accounting of disclosures, and at Health Plan’s request, to make
available the information necessary to provide an accounting of disclosures of PHI as
provided for in HIPAA. Health Plan acknowledges and agrees that neither this
Agreement nor the Contract requires Business Associate to make any disclosure for
which an accounting would be required under HIPAA.

At Health Plan’s request, Business Associate shall make available PHI in its possession
or under its control in ‘designated record sets’ for amendment, and shall incorporatc any
amendments to PHI in accordance with the requirements of the Privacy Rule and any
instructions provided by Health Plan.

Business Associate shall follow any written instructions received from Health Plan with
respect to restricting the ‘uses’ and ‘disclosures’ of certain PHI. Business Associate shall
ensure that the PHI is not ‘used’ or ‘disclosed’ in a manner that would violate the
restriction, unless otherwise directed by Health Plan.

When necessary to accommodate ‘individuals’ reasonable requests for ‘confidential
communications,” Business Associate shall communicate with an ‘individual’

Business Associate Agreement :l SH
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4.14

4.15

4.16

his/her PHI only in the alternative manner or at the alternative location instructed by
Health Plan, unless otherwise directed by Health Plan.

Upon termination, cancellation, expiration, or other conclusion of this Business Associate
Agreement, Business Associate shall, after consultation with Health Plan and in
accordance with Health Plan’s determination, return to Health Plan or destroy (after
obtaining Health Plan’s permission) all PHI, in whatever form or medium (including in
any electronic medium under Business Associate’s custody or control) that Business
Associate (or its agents, contractors, or subcontractors) created or received for or from
Health Plan, including all copies of and any data or compilations that allow identification
of any ‘individual’ who is a subject of the PHI. Business Associate will identify any PHI
that Business Associate (or its agents, contractors, or subcontractors) created or received
for or from Health Plan that cannot feasibly be returned to Health Plan or destroyed. If,
at the termination of the Business Associate Agreement, the Parties agree that returning
or destroying PHI is not feasible due to state or federal law or regulatory requirements
applicable to the Business Associate and Health Plan, or due to Business Associate’s
record retention policies, Business Associate shall extend the protections of the Business
Associate Agreement to such PHI, and will limit its further ‘uses’ or ‘disclosures’ of that
PHI to those purposes that make return or destruction of that PHI impractical or
impossible. Health Plan hereby acknowledges and agrees that infeasibility includes
Business Associate’s need to retain PHI for purposes of complying with its work product
documentation standards.

For purposes of determining Health Plan’s compliance with the Privacy Rule or this
Agreement, Business Associate shall make available to Health Plan or the Secretary of
HHS (or its agents) the Business Associate’s internal practices, books and records
relating to the ‘use’ and ‘disclosure’ of PHI in connection with Services, in a time and
manner designated by Health Plan or the Secretary.

If Business Associate accesses, maintains, retains, modifies, records, stores, destroys, or
otherwise holds, uses, or discloses ‘unsecured protected health information’ (as defined
in 45 CFR 164.402 and in HITECH Section 4402 (h)), it shall, immediately following the
discovery of a ‘breach’ of such information, as defined by HIPAA, notify Health Plan of
such breach. Such notice shall include:

(1) The identification of each ‘individual’ whose ‘unsecured protected health
information’® has been, or is reasonably believed by Business Associate to have
been, accessed, acquired or disclosed during such ‘breach;’

2) A brief description of what happened, including the date(s) of the ‘breach’ and
discovery of the ‘breach;’

3) A description of the type of ‘unsecured protected health information’ that was
involved in the ‘breach;’

@) A description of the investigation into the ‘breach,” mitigation of harm to the
individuals, and protection against further breaches;

(5) The results of any and all investigation performed by Business Associate related
to the ‘breach;’ and
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4.17

4.18

4.19

4.20

4.21

4.22

4.23

4.24

6) Contact information of the most knowledgeable individual for Health Plan to
contact relating to the ‘breach’ and its investigation into the ‘breach.’

Health Plan has elected to delegate to Business Associate the provision of the HITECH
Security Breach services described in Attachment 1, as allowed by HITECH and any
subsequent regulation or guidance from HHS.

Business Associate represents that, if applicable, it has policies and procedures in place
designed to detect, prevent and mitigate the risk of Identity Theft to comply with the
Federal Trade Commission's Identity Theft Prevention Red Flags Rule (16 CFR § 681.2).

Business Associate shall maintain or cause to be maintained sufficient insurance
coverage as shall be necessary to insure Business Associate and its employees,
agents, representatives or subcontractors against any claim or claims for damages
arising under this Business Associate Agreement. Such insurance coverage shall
apply to all services provided by Business Associate or its agents or subcontractors
and shall be sufficient to cover acts or omissions of its agents or subcontractors in
the performance of the Contractual Agreement and pursuant to this Business
Associate Agreement. Business Associate shall defend, indemnify, save and hold
harmless Health Plan and all other parties identified in the Indemnification and
Liability Insurance Article of the Contract to the full extent required by that Article
of the Contract, and including indemnification for reasonable attorney’s fees and
costs, administrative penalties and fines, costs expended to notify participants
and/or to prevent or remedy possible identity theft, financial harm, reputational
harm, or any other claims related to a breach incurred as a result of, or arising
directly or indirectly out of or in connection with any act or omission of Business
Associate, its employees, agents, representatives or subcontractors, under this
Business Associate Agreement, including, but not limited to negligent or intentional
acts or omissions. This provision does not replace or supersede the Contractual
Agreement’s insurance requirements but is intended to be read in conjunction with
them. The indemnification obligation of Business Associate shall survive
termination of this Agreement.

In addition to HIPAA, Business Associate shall comply with all applicable state and
federal security and privacy laws.

In the event that Business Associate transmits or receives any Covered Electronic
‘Transaction’ on behalf of Health Plan, it shall comply with all applicable provisions of
the Standards for Electronic Transactions Rule to the extent required by law.

Business Associate agrees that it will not receive remuneration directly or indirectly in
exchange for PHI without authorization unless an exception under 13405(d) of HITECH
applies.

Business Associate agrees that it will not receive remuneration for certain
communications that fall within the exceptions to the definition of ‘Marketing’ under 45
CFR § 164.501 unless permitted by HITECH.

Business Associate agrees that it will not use or disclose ‘genetic information’ for
underwriting purposes, as that term is defined in 45 CFR § 164.502.

Business Associate Agreement SQ ‘“\
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4.25

5.1

52

53

5.4

6.1

6.2

The safeguards set forth in this Agreement shall apply equally to PHI, confidential and
personal information. “Personal information” means an individual’s first name or first
initial and last name in combination with any one or more of the following data elements,
if the name and data elements are not encrypted: (a) social security number; (b) driver’s
license number or government-issued identification number; or (c) account number or
credit or debit card number in combination with any required security code, access code
or password, that would permit access to a person’s financial account; provided,
however, that “personal information” shall not include publicly available information that
is lawfully made available to the public from the federal, state or local government.

SECTION V. OBLIGATIONS OF HEALTH PLAN

Health Plan shall not request Business Associate to ‘use’ or ‘disclose’ PHI in any manner
that would not be permissible under HIPAA if done by Health Plan.

Health Plan shall notify Business Associate of limitation(s) in its notice of privacy
practices in accordance with 45 CFR Section 164.520, to the extent such limitation
affects Business Associate’s permitted ‘uses’ or ‘disclosures.’

Health Plan shall notify Business Associate of changes in, or revocation of, permission
by an ‘individual’ to ‘use’ or ‘disclose’ PHI to the extent such changes affect Business
Associate’s permitted ‘uses’ or ‘disclosures.’

Health Plan shall notify Business Associate of restriction(s) in the ‘use’ or ‘disclosure’ of
PHI that Health Plan has agreed to in accordance with 45 CFR Section 164.522, to the
extent such restriction affects Business Associate's permitted ‘uses’ or ‘disclosures.’

SECTION VI. TERMINATION OF AGREEMENT

Upon Health Plan’s knowledge of a material breach of this Business Associate
Agreement (or its agents, employees, contractors, and subcontractors), Health Plan shall
either:

@) Provide an opportunity for Business Associate to cure the breach or end the
violation and terminate the Agreement if Business Associate does not cure the
breach or end the violation within the time period specified by Health Plan; or

2) Immediately terminate this agreement if Business Associate has breached a
material term in this Agreement and cure is not possible; or

3) If neither termination nor cure is feasible, report the violation to the Secretary of
HHS

The Parties agree that if Health Plan terminates this Agreement pursuant to this section, it
shall also terminate all provisions of the Contract for Services that relate to Business
Associate’s ‘use’ or ‘disclosure’ of PHI, and Health Plan shall have the discretion to
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terminate the Contract for Services in its entirety and pursue all remedies available under
the Parties’ Contract.

SECTION VII. NOTICES

Any notice or report to be given pursuant to this Agreement shall be sent to the persons listed
below in accordance with Section 2.13 of this Agreement,

Covered Entity:

Employees Retirement System of Texas
P.O. Box 13207

Austin, Texas 78711-3207

Attn: Porter Wilson, Executive Director
Email: porter.wilson(@ers.state.tx.us

cc: Paula A. Jones, Deputy Executive Director and General Counsel
Email: paula.jones(@ers.state.1x.us

Business Associate:

United Healthcare Services, Inc.,

1250 S. Capitol of Texas Hwy., Suite 360

Austin, Texas 78746

Phone: (512) 252-3846-Office / (512) 745-9361-Mobile
Email: Kimberly R McLeod@uhe.com

Attn:  Kimberly R. McLeod, Account Vice President

THIS SPACE INTENTIONALLY LEFT BLANK.

SIGNATURE PAGE TO FOLLOW.
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IN WITNESS WHEREQF, the Parties have executed this Business Associate Agreement as of
the day and year written below.

UNITED HEALTHCARE EMPLOYEES RETIREMENT
SERVICES, INC. SYSTEM OF TEXAS

\\«p MW By: \FQ/LZ/WMZ_—
Prmtedeame —ﬁ,\m\ Q A\S S\S Printed })ame: Porter Wilson
Title: 'S¢, Besa ¢ iahd Cionotal € oninse! Title: Executive Director
Date: MA;, lé;, >0l6 Date: ﬂ/? /Z ,Zd/é
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ATTACHMENT 1

DELEGATION OF HITECH BREACH NOTIFICATION

The following Health Information Technology for Economic and Clinical Health Act
(“HITECH”) Security Breach services will be provided by Business Associate as indicated by
Covered Entity in the Business Associate Agreement, as allowed by HITECH and any
subsequent regulation or guidance from the HHS:

1 Investigate any unauthorized access, use, or disclosure of Health Plan participant
protected health information (“PHI”).
2. Determine whether there is a significant risk of financial, reputational or other harm to

any Health Plan participant as provided for in HITECH.

3 Determine whether the incident falls under any of the HITECH Security Breach
notification exceptions.

4. Document and retain each HITECH Security Breach risk assessment and exception
analyses, and make this information available to Health Plan participants upon request.

5. Provide Health Plan with written notification that describes the HITECH Security Breach
incident in detail including a list of the impacted participants and/or a copy of a
participant notification.

6. After notice to and consultation with Health Plan, notify each Health Plan participant
impacted by the HITECH Security Breach by first class mail, or such other notification
method permitted under HITECH, within the applicable statutory notification period, and
provide toll-free numbers to the impacted participants in order to handle any participant
questions regarding the incident. The notification will include the following:

a. A brief description of the incident, including the date of the Security Breach and the
date it was discovered;

b. A description of the types of PHI involved in the Security Breach (i.e., name, birth
date, home address, account number, Social Security Number, etc.);

c. The steps that individuals might take to protect themselves from potential harm; and

d. A brief description of what the Business Associate is doing to mitigate the harm and
to avoid further incidents.

7. Provide a substitute notice, as described in HITECH, to impacted participants if there is
insufficient mailing address information.

8. Maintain a log and submit to HHS an annual report of Security Breaches that impact
fewer than 500 participants.

9. After notice to and consultation with Health Plan, notify HHS within the time required in
HITECH or regulations pertaining thereto in the event the Security Breach impacts more
than 500 individuals.

Business Associate Agreement 3% g
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10.  After notice to and consultation with Health Plan, notify media when required under
HITECH or regulations pertaining thereto, subject to approval by Health Plan, which
approval shall not be unreasonably withheld.

The above listed HITECH Security Breach services may be changed from time to time by
Business Associate as necessary, after notice to and consultation with Health Plan, and as
required to maintain compliance with HIPAA, HITECH, HHS regulation and/or HHS guidance.

[Form Effective: 07-03-15]
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DATA SECURITY AND BREACH NOTIFICATION AGREEMENT

All capitalized terms not defined in this Data Security and Breach Notification Agreement (“Agreement”) shall have
the meaning ascribed to them in the Contractual Agreement (“Contract’) between the Employees Retirement
System of Texas (“ERS™) and United Healthcare Services, Inc. (“PBM").

2.1

2.2

23

24

2.5

2.6

To ensure continued security for ERS, its members, annuitants, retirees, participants, alternate payees and
beneficiaries (collectively “Participants”) and their respective Personal Data (as hereinafter defined), and
to mitigate the risk of identity theft and fraud, PBM agrees to be bound by the provisions contained in this
Agreement.

PBM, including its affiliates, subsidiaries, representatives, officers, directors, principals, employees, agents,
assigns and any subcontractors and independent contractors (“Agents”), as a condition of handling
Participants’ personally identifying and / or sensitive personal information and, if applicable, protected
health information (“PHI) (together, “Personal Data”) must annually, or more frequently upon request of
ERS, issue certificates of compliance with this exhibit to ERS and permit ERS to initiate independent
audits to verify compliance with same.

All Personal Data must be processed fairly and lawfully, according to the laws and regulations of the
United States of America and the state of Texas. PBM shall comply with the Privacy Act of 1974,
Computer Matching and Privacy Protection Act of 1988, Texas Business and Commerce Code, ch. 521 and
information security standards as outlined in Title 1, Texas Administrative Code, § 202. Further, PBM shall
comply with all applicable federal and state laws and regulations pertaining to the handling and use of
Personal Data. In the event of a conflict between applicable laws, the Contract and this Agreement, the
strictest provision or provisions offering protections to ERS and its Participants shall apply.

The amount of Personal Data collected must be adequate, relevant and not excessive in relation to the
purposes for which it is collected or for which it is further processed. If applicable, PHI must be collected
only for purposes consistent with what is communicated to the Participant and not further processed in a
way incompatible with those purposes. All other Personal Data must be collected only for purposes as
necessary for PBM to perform and fulfill its obligations under the Contract and not further processed in a
way incompatible with those purposes. Further processing of such Personal Data for historical, statistical or
other business purposes is not incompatible with the original purpose, provided it is permitted under the
Contract and the further processing includes adequate additional controls protecting the rights of the
Participant.

If PBM serves as a recordkeeper for ERS or collects data on behalf of ERS, all Personal Data must be
accurate and complete, and where necessary, kept up to date. Every reasonable step must be taken to ensure
that Personal Data that is inaccurate or incomplete, keeping in mind the purposes for which it was collected
or for which it is further processed, is definitively erased or corrected in accordance with applicable law.

If PBM did not execute a Business Associate Agreement (“BAA”) in connection with the Contract, but
PBM subsequently receives or handles any PHI, PBM agrees to immediately notify ERS. ERS will then
determine, in ERS’ sole discretion, whether PBM must execute a BAA to address the privacy, security and
breach notification requirements related to PHI. If applicable, PBM agrees to act in good faith and to
cooperate in the execution of a BAA.

PBM shall maintain industry-accepted standards, such as those recommended by the National Institute of
Standards and Technology (NIST), and shall incorporate other applicable state and federal laws and
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2.7

2.8

3.1

32

33

34

4.1

regulations regarding the confidentiality, integrity, accessibility and availability of Personal Data,
including, but not limited to, maintenance of disaster recovery and business continuity plans. PBM agrees
to allow ERS to view these standards and plans upon request onsite at ERS’ premises.

PBM shall maintain computer files containing Personal Data in a secure, hardened facility which provides
environmental and access controls. All computer files containing Personal Data, including, but not limited
to, duplicate or backup copies, shall be encrypted at all times, including while in use, at rest and in transit.
Additionally, all mobile devices, including, but not limited to, laptop computers, and external storage
devices which contain, process or interact with ERS data, including, but not limited to, Personal Data, shall
be encrypted at all times.

Except as specifically permitted by ERS, Personal Data must not be kept in a form that permits
identification of Participants for any longer than is necessary for the purposes for which the data was
collected or for which it is further processed. For example, this can be implemented with linked separate
files that contain identification information and related sensitive information, respectively.

Personal Data shall not be made available to or viewed by any person or entity (including any Agent of
PBM), in any fashion, no matter what technology is employed, at any location outside the fifty (50) states
of the United States of America. Access to Personal Data for purposes of this requirement occurs whenever
it is possible to view Personal Data from outside the United States, whether or not the Personal Data is
actually sent out of the United States or is actually viewed by someone outside the United States.

When building, testing, enhancing and maintaining processing systems that contain, or will contain,
Personal Data, developers must not use actual Personal Data. Instead, they must use fictional or sanitized
data that preserves the essential characteristics of the Personal Data, but that does not relate to identifiable
individuals. In emergency situations where processing with actual Personal Data is required, use of such
information may be permitted only if security procedures are approved in advance, in writing, by ERS’
Executive Director, Deputy Executive Director and General Counsel and Information Security Officer.

All authentication access to processing systems and networks containing Personal Data must be logged so
that access attempts to systems and networks containing Personal Data can be traced to a specific user.
PBM is responsible for monitoring and following up on potential security-relevant events.

When no longer needed, or as required by applicable state or federal law or the Contract, all copies of
Personal Data, including, but not limited to, copies on backup tapes, must be irreversibly destroyed
according to standards and procedures as provided in the Contract and applicable law. A document
describing the Personal Data destroyed, the reasons for such destruction, date and manner thereof and who
performed such destruction must be prepared for each destruction process and promptly submitted to ERS.
Permission to destroy Personal Data may be granted only by ERS, and only if all legal retention
requirements and related business and auditing purposes have been met, and as consistent with the terms of
the Contract. In the event there is any litigation or investigative proceedings related to the Personal Data or
PBM’s performance under the Contract or this Agreement, then the Personal Data must be retained during
the pendency of such litigation or investigative proceedings.

d Notification

PBM must take proactive steps to monitor for breaches of system security, including, but not limited to,
acquisition, access, use or disclosure of Personal Data (each, a “Notification Evenf”). In the event of such
a Notification Event, PBM must notify ERS immediately, but in any event within
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24 hours from the time the Notification Event is discovered or reasonably should have been discovered
with the exercise of reasonable diligence, whichever is earlier, The primary contacts for notification at ERS
are the Deputy Executive Director and General Counsel and Information Security Officer. At any time
upon request of ERS, PBM must notify, at PBM’s expense, the affected Participant(s), including those
Participants reasonably believed to have been affected, as quickly as possible, but in any event within 72
hours from the time the Notification Event is discovered, unless requested to withhold notification by law
enforcement or as necessary to determine the scope of the breach and restore the reasonable integrity of the
data system.

4.2 If PBM is required to notify at one time more than 10,000 Participants of a Notification Event, pursuant to
applicable law, PBM shall also notify, without unreasonable delay, all consumer reporting agencies that
maintain files on consumers on a nationwide basis of the timing, distribution, and content of the notices.

43 In addition to indemnification of the Indemnified Parties pursuant to the Contract and any criminal or civil
penalties, including injunctive relief, that may apply, PBM AGREES TO DEFEND, INDEMNIFY,
SAVE AND HOLD HARMLESS, AND TO PROVIDE, AT PBM’S SOLE COST AND EXPENSE,
ONE (1) YEAR OF CREDIT MONITORING SERVICE TO, ANY PARTICIPANT(S) WHOSE
PERSONAL DATA HAS BEEN DISCLOSED PURSUANT TO A NOTIFICATION EVENT. ERS
will designate the vendor that will provide the credit monitoring service.

IN WITNESS WHEREOF, the Parties have executed this Agreement to be effective upon execution by both Parties.

UNITED HEALTHCARE SERVICES, INC. EMPLOYETES RETIREMENT SYSTEM

ol S o SafW il —

b == g .J -
Prinl‘:(\dBName: 3% Lm S fq ($615 Printed/&amc: Porter Wilson
Title: SL 2 ern \Coxmse[ Title: Executive Director

Date: MA\{/ [0, 2014 Date: ﬂf.&; /7 24

[Effective 8-6-2015]
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