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COMMENTS:

PREPARED BY:

REVIEWED BY:

LEGAL REVIEW BY:
DEPARTMENT APPROVAL:

FISCAL NOTE:

RECOMMENDATION:

ADDITIONAL INFO:

Request approval of the executable contract with Medco Health Solutions the City's pharmacy
benefits provider.

20090528fsta03 PURCHASES (1004-01)

{T08-124-01) Total cost for this contract shall not exceed $7,000,000 during the initial two-year
confract period.

Tony Allen, Procurement Officer, 480-350-8548

Michael Greene, Central Services Administrator, 480-350-8516
Renie Brocerick, Human Resources Manger, 480-350-8407
Lynna Soller, Employee Benefits Administrator, 480-350-2875

David Park, Assistant City Attomey, 480-350-6907
Jerry Hart, CPA, Financial Services Manager, 480-350-8505

Sufficient Funds have been appropriated in the Health Fund for anticipated expenditures in the
current fiscal year.

Approve the executable contract.
Background Information

In order to assure avaiiabifity of Pharmacy Benefits Management services for current and retired
City employees and their dependents, the Tempe City Council approved a contact award to Medco
Health Solutions on May 15, 2008. The award was based upon City of Tempe terms and
conditions and a Medeo provided generic contract. Staff is now submitting the executable version
of the Pharmacy Benefits Management contract for review by City Coungil.

The award recommendation was approved on May 15, 2008 for an initial two-year period with four,
one-year renewal options which can be executed if the performance of Medco is satisfactory when
renewal periods are reached.

A commitiee comprised of Human Resources staff, union representative and Procurement staff
reviewed and scored the submissions from 10 firms and recommended award of a confract fo
Medco Health Selutions.

The submitted executable version of the confract required extensive negotiations between legal
teams. This contract provides the City with a firm defendable legal base and clearly defined
liquidated damages if performance of Medco does not meef contract minimums.

Contractor Performance

Contractor has performed satisfactorily since initiation of the contract.



EXECUTION COPY

5 Pharmacy Benefits Manager — Agreement

THIS AGREEMENT is entered into as of the 1™ day of July 2008 (the “Effective Date”) between
Medco Health Solutions, Inc. (“Medco™), located at 100 Parsons Pond Drive, Franklin Lakes, New Jersey

07417, through Systemed, a Medco business, and City of Tempe (“CITY OF TEMPE™), located at 20 B
6% Street, Tempe, AZ 85281. :

WHEREAS, CITY OF TEMPE provides for the payment of prescription drugs and related services for
persons eligible to receive such benefits through affiliation with a group that has a contract or other
arrangement in effect with CITY OF TEMPE; and

WHEREAS, Medco, provides prescription drug benefits programs and, in comnec "'fherewith, has
established networks of participating retail pharmacies and operates a system for.the processing,
fulfillment and payment of claims for prescription drugs furnished by such pharmacies; and

rmacies which

WHEREAS, CITY OF TEMPE desires fo retain the s
including Medco Health, L.L.C., which holds TPA 1i
presciiption drug benefit program (the “Program™) inclu
order pharmacy and specialty drug pharmacy services fo

idiaries and affiliates,
plicable, to provide a
limited to, retail‘pharmacy and mail
SO1S, poiﬁt—of—care, physician office
nplemented by Medco, which may
i harmacies, and financial

include communications with prescribers, patien
incentives to participating pharmacies for their p
Services™).

NOW, THEREFORE, in consideration o
parties hereto agree as follows:

1. Definitions
ank’s National Drug Data File if available, or other

terriined by Medco. Under the Retail Pharmacy Program, AWP
itted, and for Compound Prescriptions is 1.25 times the AWP of

package size if such qu
priced as individual units or smallest package size available (e.g., per vial, per suppository, etc.).
If First DataBank or other applicable source changes the methodology for calculating AWP or
ceases publishing or replaces AWP, or Medco utilizes another recognized pricing source or a
pricing benchmark other than AWP, in a way that changes the economics of the Program, the
parties agree to modify the Program Pricing Tefms to preserve the paities’ relative economics
before such changed methodology or other event.

B. Brand Name Drugs means all single-sourced drugs and multisource brand drugs as set forth in
First Databank’s National Drug Data File or such other nationally recognized source, as
reasonably determined by Medco.
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Business Days or business days means all days except Saturdays, Sundays, and federal holidays.
All references to “day(s)” are to calendar days unless “business day” is specified.

Compound Prescription means a prescription that meets the following criteria: two or more
solid, semi-solid or liquid ingredients, at least one of which is a Covered Drug, that are weighed
or measured then prepared according to the prescriber’s order and the pharmacist’s art.

Contract Quarter means the full three (3) month period commencing on the Effective Date, and
each full consecutive three (3) month period thereafter that this Agreement remains in effect.

Contraci Year means the full twelve (12) month period commencing on the Effective Date, and
each full consecutive twelve (12) month period thereafter that this Agreement 1em ‘ _13 in effect.

Copayment and/or Coinsurance means the amount to be paid by an Eli ible Pelson for each
prescription or authorized refill as determined in accordance with the Plan Des1gn(s)

aids, cosmetacs and dletzuy supplements and
Coveled Drugs and/or Exclusions applicable to a
OF TEMPE in the applicable Plan Design.

Dispensing Fee means the amount payable
Schedule A this Agreement for a Participati
authorized refill to an Eligible Person.

:Sms a program in which Eligible Persons enrolled in such program may
I nsed elthel () by a Participating Pl1aunacy under the Retail Phannacy

MAC or the Maximum Allowable Cosi consists of a list of off-patent drugs subject to
maximum allowable cost payment schedules developed or selected by Medco. The payment
schedules specify the maximum unit ingredient cost payable by the City of Tempe for drugs on
the MAC list. The MAC list and payment schedules are frequently updated.

Mail Order Pharmacy Program means the program described in Section 20 through which
Eligible Persons may submit a prescription along with the applicable Copayment/Coinsurance to
Medco for dispensing via mail order.
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Minimum Enrollment means an enrollment of not less than 1,980 Primary Eligible Participants under the
Program.

Participating Pharmacy means a retail pharmacy that has entered into an arrangement with
Medco that specifies the terms and conditions of the pharmacy’s participation, including the rates
that Medco will pay the pharmacy to participate in Medco’s retail network(s) servicing the City of
Tempe’s Program including the rates that Medco will pay the pharmacy.

Plan Design means Program drug coverage, days supply limitation, Copayment/Coinsurance,
Formulary (including Formulary drug selection and relative cost indication) and other Program
specifications applicable to the Program designated by the City of Tempe as et forth in this
Agreement or otherwise documented between the parties.

Persons who are

Primary Elisible Participant means each Eligible Person, exciudhlg_;’é Vigi_
qualified dependents. '

Program Pricing Terms means the (i) fina
forth in Schedule a of this Agreement and,
set forth in Section 21 of this Agreement ¥

bed iti;Section 19,in which Eligible Persons

armiacy upod, verification of Program
ingwirance, and the claim is submitted by
’ with this Agreement and the

Retail Pharmacy Program means the program
may purchase Covered Drugs from a Participa
eligibility and payment of the applicable Copaym

the Participating Pharmacy to Medco for p y’q’nent"u_‘
ent.

Specialty Drugs means pharmac
with many requiring injection or,
shipping or handling requireie
pharmacy programs include cang
prophyl

that are generally biotechnological in nature,
) s of administration, and that may have special
Some of the disease categories currently in Medco’s specialty
multiplé: sclerosis, Hepatitis C, theumatoid arthritis, cystic
Gauch’%;‘r disease, growth hormone deficiency, hemophilia

 AID® means Medceo’s real time, on-line system for adjudicating

TelePAID®_ )
' fied By retail pharmacies.

prescription.

MPE will:promptly furnish, in a format acceptable to Medco, all information
necessary for Medco to render the services set forth herein. Such information will include, but is

not limited t

A. A file 6f Bligible Persons, and subsequent timely additions and deletions to such file as
changes occur. CITY OF TEMPE will pay for any Covered Drug dispensed to a person
reported by CITY OF TEMPE as no longer an Eligible Person, if such notification is not
received by Medco at least two (2) full business days prior to the dispensing date of such
prescription.

B. Designation, in writing, of those Plan Design features to be determined by CITY OF
TEMPE.



C. The reimbursement terms applicable to direct reimbursement clalms submitted by
Eligible Persons under the Retail Pharmacy Program.

D. The type, number, and description of Medco identification cards (“Identification Cards™)
required under the Retail Pharmacy Program.

3. Standard Terms and Conditions
3.1 Certification: By signing the “Vendor’s Proposal Offer”, form 201-B, Medco certified:

A, The submission of the proposal offer response did not involve collugidn
competitive practices.

or other anti-

B. Medco shall not disorimina’ce against any employee or apg;j}i.can r. employnient in
' smply with the
to the City of

1iminate against

sexual orientation, national origiﬁ, orb
or because he or she is a disabled vete
without limitation, with respect to e

' upgradmg, demotion or transfer,
recruitment or recruitment advertising, Je i

natmn, ;ates of pay or other forms

r and equal procurement opportunities

0. ty and encourages the participation of
small and disadvantaged biis

by the City.

respectito awarding, amending or making of any determinations with respect fo
performing such order. In event the contract is canceled by the City pursuant to this
provision, the City shall be entitled, in addition to any other rights and remedies, to
recover or withhold from contractor the amount of gratuity.

3.3 Applicable Law: This contract shali be governed in accordance with the laws of the
State of Arizona and suits pertaining to this Agreement may only be brought in courts
located in Maricopa County, Arizona.
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3.4

3.5

3.6

3.7

3.8

3.9

83164.4

3.11

However, all matters relating to the Mail Order Pharmacy Program operation of Medco
will be governed by the laws of the state in which Medco’s mail order pharmacy is
located.

Dispute Resolution: Except for those matters subject to emergent or injunctive relief,
this conftract is subject to arbitration to the extent required by law. If arbitration is not
required by law, the City and Medco will meet and/or consult with each other in good
faith to resolve any disputes arising out of the contract. If good faith efforts fail, then the
City and Medco may attempt to resolve any disputes through mediation, I mediation is
utilized, the City and Medco mutually will agree upon a mediator whose fees will be
shared equally by the City and Medco.

Severability: The provisions of this contract are severayie
provision or application held to be invalid shall not afféct any otlier provision or
application of the contract, which m v in 1 the invalid provision or
application to the extent that the,faterial provisi EP and contract are not
materially vitiated. “ ; ‘

Relationship of Parties: It is clearly un

stood that each paﬁy to this contract will act
in its individual capacity and not as.an '

ployee, ;_fﬁartner, joint venturer, or
e party shall not be an employee

Contract Assipnment: No,right of linterest in' this contract shall be assigned by either
/ o be performed by Medco hereunder may be

jvisions andfor designees. The duties and
obligations of the parties

assigns, or merged or co

_i.ve_f-; f any breach or violation of any term or provision
of any subsequent breach or violation of the same or
No waiver or relinquishment by a party of any right or

PE may n0t meet its payment obligations under this Agreement as they become due,
may request information and/or reasonable assurances (including a deposit) from
CITY OF TEMPE as to its financial responsibility. If the information or assurances are
not furnished to Medeo within five (5) days, or are not satisfactory in Medco’s reasonable
judgment, Medco may immediately terminate this Agreement or suspend performance
pending receipt of the requested information or assurances.

Plan Design - The Program Pricing Terms set forth in this Agreement are based upon the
Plan Designs, Minimum Enrollment and Program specifications agreed to between the
parties as reflected in this Agreement and as otherwise hereafter agreed to by the parties
in writing. The Program Pricing Terms are also based upon CITY OF TEMPE funding
50% or greater of the costs of Covered Drugs for its Eligible Persons. Any modification
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3.12

3.13

of the Plan Design or Program specifications, failure to maintain Minimum Enrollment,
or inclusion of Eligible Persons or Groups with Covered Drugs funded less than 50% by
CITY OF TEMPE, may result in a retroactive modification by Medco of the Program
Pricing Terms. CITY OF TEMPE will provide Eligible Persons with at least thirty (30)
days’ prior notice of approved Plan Design changes. If the mumber of CITY OF
TEMPE’s Eligible Persons eligible for Medicare is materially reduced or eliminated for
any reason, Medco may communicate with those persons at Medco’s expense regarding
Part D options, including Medco Part D services, and the Program Pricing Terms may be
modified to reflect the reduction or elimination.

ERISA Claims and Appeals

CITY OF TEMPE will not name or represent that Medco is, and Mecico will not be, a

Plan Administrator or, except as specifically set forth in this sec’no 4 fiduciary of any

prescription drug benefit plan (the “Plan”), as those termsf ‘are used - ‘in the Employee

Retuement Income Security Act (“ERISA™), 26 US.C §§ 1001 e seq., and the
A

discretionary, binding, and final ar
ambiguous Plan language, to riake
claims or provisions of benefits, to rev
Eligible Persons.

undeﬂake administrative and/or ¢l
and urgent appeals of claims eligib

all filed administrative and/o

the proceduws and withi

processing regulations, 2

For this purpose, Medc ‘2
}:"1

be solely liable for such claim or appeal Notwithstanding the services
this section, all decisions concerning the rendering of health care

Compliance with Law —~ Medco and CITY OF TEMPE shall take all actions necessary

and appropriate to assure that they comply with all applicable federal, state, and local
laws and regulations, including, without limitation, the Anti-Kickback Statute, the Public
Contracts Anti-Kickback Act, the Stark Law, and laws and regulations relating to
disclosure or notification of plan benefits or the terms of rebate administration under this
Agreement to CITY OF TEMPE’s Groups. Medco’s Code of Conduct and its policies
and procedures relating to compliance with the above-named laws are available at
www,.medco.com.




8. Licenses: Medco shall maintain in current status all applicable Federal, State and Local
licenses and permits required for the operation of the business conducted by the Contractor.

9. Insurance: Prior to commencing any work or services under this contract, Medco shall
procure and maintain for the duration of the contract insurance against claims for injuries to
persons and damages to property, which may arise from or in connection with the
performance of the work hereunder by the contractor, his agents, representatives,
employees, or subcontractors.

A Contract Award Notice or Purchase Order will not be issued to Medco until receipt of all
required surance documents by the City Procurement Office and such documents must
meet all requirements of this Insurance clause. In addition, before any conhact is renewed
for additional time periods, all required insurance must be in force and on. file with the City
Procurement Office. Medco must submit required insurance within, 10.calendar days after
request by the City Procurement Office or the award may be res
selected for award. g

Minimum Limits Of Insurance

Contractor shall maintain limits no less than:

1.  Commercial General Liability: $5,0600,000 ¢
injury and property damage, including co
expense coverage for additional insure "), pers ad form property damage,
products, completed operations, and product liability. The getieral aggregate limit shall
apply separately to this project/] Ioca‘ucn the genéral aggregate shall be twice the required
occurrence limit. '

bine smgle Eumt per occurrence for bodily
jability (including defense

2. Automobile LI&blhtY $1 0 0 combmed smgle limit per accident for bodily injury and
1age for owned, hired, and non-owned vehicles as

3. . Workers' Compensation and Employers
as 1equ11 red by the State of Arizona.
4 The Consultant retained by the City, to provide the consulting

olicy is written on a “Claims made™ basis, coverage shall extend for two years
pletion and acceptance of Services as evidenced by annual Certificates of
Insurance.

5. Other Insurance: (If applicable, see supplement.)

Other Insurance Provisions
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4. Overcharges By Antitrust Violations: The City maintains that, in actual practice,
overcharges resulting from antitrust violations are borne by the City. Therefore, to the
extent permitted by law, Medco hereby assigns to the City any and all claims for such
overcharges as the goods and/or services used fulfill the contract.

5. Force Majeure: Except for payment of sums due, neither party shall be liable to the
other nor deemed in default under the contract if and to the extent that such party’s
performance of the contract is prevented by reason of force majeure. Force majeure
means an occurrence that is beyond the control of the party affected and occurs without
its fault or negligence. Without limiting the foregoing, force majeurg,includes acts of
God, acts of the public enemy, war, riots, mobilization, labor disputes il disordess,
fire, floods, lockouts, injunctions, failures or refusal to act by government authority, and
other similar occurrences beyond the control of the party declar “force majeure which
such party is unable to prevent by exercising reasonable dilige’iipe_ ;

Force majeure shall not include the f; f&wing OCCUITenees:

jals caiised by congéstion at a‘manufacturer’s
dition 'of the market, inéfficiencies, or similar

= Late delivery of equipment or mati
plant or elsewhere, an oversold
occuIrences.

nce by either party shall not constitute default
sJaim for damages or loss of anticipated profits if,
. failure is caused by force majeure.
fy time'in the progress of the work by force majeure, then
the othier party in writing of such delay within forty-eight
ient théreof and shall specify the causes of such delay in the

e othel‘:‘p‘,_,_ 1y in writing by hand delivery or Certified Mail - Return Receipt
5 it has done so. The time of completion shall be extended by contract
period of time equal to the time that the results or effects of such delay
ryed party from performing in accordance with the contract.

6. Conflict.of Interest: This contract is subject to the cancellation provisions of A.R.S.
Section38.511.

7. Exclusivity: Medco will be the exclusive provider and administrator of PBM Services to
CITY OF TEMPE and its subsidiaries while this Agreement is in effect. Nothing
contained herein, however, will prohibit Medco or any affiliated entity from providing or

administering PBM Services and related programs and services to any other entity while this
Agreement is in effect

83164.4
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The policies are to contain, or be endorsed to contain, the following provisions:

1.

1.

Commercial General Liability and Automobile Liability Coverage:

A. The City, its officials, employees, and volunteers are to be covered as additional insureds
as respects: liability arising out of activities performed by or on behalf of the contractor
including the insured's general supervision of the contractor; products and completed
operations of the contractor; premises owned, occupied or used by the confractor, or
automobiles owned, leased, hired or borrowed by the contractor. The coverage shall

contain no special limitations on the scope of protection afforded to the City, ifs officials,
employees, or volunteers.

B. The Contractor's insurance coverage shall be primary as respects the' City, its officials,
employees, and volunteers. Any insurance or self-insurance maintained by the City, its
officials, employees, or volunteers shall be excess of the conty ctor's insurance and shall
not contribute to it. The amount and type of insurance coverage required by this contract
shall not limit the scope of the indemnity provided by this contract.

C. Any failure to comply with reporting provisions ofthe 'poli'cieﬁéﬁ's‘_lm}l not affect coverage

provided to the City, its officials, emplovees, or volunteers.

surance shall applﬁ%‘sepax*éfély to each insured
_:m:,.'q cept Wit1_1‘i:1,"espect to the limits of the

D. Coverage shall state that the contractor’
against whom claim is made or suit ig
insurer's liability.

Workers' Compensation and Employers Liability Coverage

ve all Tights of subrogation against the City, its officials,
ing from work performed by the contractor for

A. The insurer shall agree o
the City.

All Coverages

I y required by this contract shall be endorsed to state the coverage

afl’hot be suspended, voided, and/or canceled by either paity, reduced in coverage or in

oy : " R A . y . . o .

hg}_gits. except after ‘,.t‘.h-;l‘iiy;-:(?)()) day.s prior written notice by certified mail, return receipt
s beeni given to the City.

Prior o commencement of services, furnish the City with certificates of insurance, which
shall cleatly evidence all insurance required in this confract and provide that such insurance
shall not be canceled, allowed to expire or be materially reduced in coverage except on 30
days prior written notice to the City, and in accord with stated insurance requirements of this
Request For Proposal. City shall not be obligated, however, to review same or to advise
contractor of any deficiencies in such policies and endorsements, and such receipt shall not
relieve contractor from, or be deemed waiver of City's right to insist on, strict fulfillment of
confractor's obligations under this contract.



10.

11.

831644

nationally recognized service or 0t b
requested, postage prepaid addressed:

Replace certificates, policies, and endorsements for any such insurance expiring prior fo
completion of services.

Maintain such insurance from the time services commence until services are completed.
Should any required insurance lapse during the contract term, requests for payments
originating after such lapse shall not be processed until the City receives satisfactory evidence
of reinstated coverage as required by this contract, effective as of the lapse date. If insurance
is not reinstated, City may at its sole option, terminate this contract effective on the date of
such lapse of insurance.

Place such insurance with insurers and agents licensed and authouzed to do business in
Arizona and having a Best's rating of no less than A-VIL

Maintain such coverage continuously throughout the term of this confract and without lapse

for a period of two years beyond the contract expiration, should any'of the iequired insurance
be provided under a claims-made form, to the extent that sho“uld occunenoes during the

gt

100 Pa;_;sd"ns Pond Drive
Franklin Lakes, NJ 07417
Attention: Anthony Palmisano Jr.
Vice President Counsel

Customer Contracting

or to such other address as either party may from time to time furnish in writing to the other
by notice hereunder.



12.

13.
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Key Personnel: It is essential that the Medco provide adequate experienced persomiel, capable of
and devoted to the successful accomplishment of work to be performed under this contract. Medco
must agree to assign specific individuals to the key positions.

A, Medco agrees that, once assigned to work under this contract, key personnel shall not be
removed or replaced without written notice to the City.

B. If key personnel are not available for work under this contract for a continuous period
exceeding 30 calendar days, or are expected to devote substantially less effort to the work
than initially anticipated, the contractor shall immediately notify the City, and shall, subject
to the concurrence of the City, replace each person with personnel of substantially equal
ability and qualifications.

Paymenis:

Medco will provide the City of Tempe with a bi-weekly censow_iilated invoice for services
provided by Medco under the Program, in dccordance with.the Program Pricing set forth in
Schedule A. All invoices will be paid in, VIPE Within fifteen (15) calendar

days of receipt by wire transfer, electronit deb

The City of Tempe will pay Medco for administrz
under the Program in accordance with the Admipi

Medco will provide the City of Tempe with an Admi

Medco’s four (4) week Administrative Fee ¢ycle. T

e pt‘ovisi{éi}s set forth in Schedule A.
istrative Fee/invoice in accordance with
ity of Tempe will pay Administrative

ipating Pharmacies for Covered Drugs under this
payitient, related legislation or regulation, CITY OF
sit in anfamotmnt to be reasonably determined by Medco,
odifiel by Medco based on CITY OF TEMPE’s actual

This deposit may be used by Medco to offset the failure by
: 1y payments pursuant to the terms of this Agreement
, & with prompt payment legislation or regulation prior
of CITY OF TEMPE’s payment due under Section 0, and does not,
available to Medco. The deposit, to the exient not utilized to
ITY OF TEMPE under this Agreement, will be returned, without
within the greater of one hundred eighty (180) days following
nent or following any agreed upon date for extended services.

TEMPE may be required to pay a de
which amount may be periodically:

Fajlure by’ CITY OF TEMPE to make any payments in accordance with the terms of this
Agreement will constitute a payment default. Notwithstanding Section 16.2 of this Agreement, if
CITY OF TEMEE fails to cure any such payment default within two (2) days, in addition fo other
available remedies, Medco may cease performing any or all of its obligations under, or may
terminate this Agreement upon notice to CITY OF TEMPE. After the two (2) day grace period,
there will be a late payment fee of 1% per month on the balance due, accruing as of the due date.
CITY OF TEMPE will reimburse Medco for all collection costs incurred by Medco as a vesult of
any payment default by CITY OF TEMPE under this Agreement.



14.

15,
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14.1

14.2

143

14.4

Records

Medco will maintain all claims records relating to services performed under this
Agreement as required by applicable law. Such claims records will be in their original
form, on microfilm, microfiche or other form determined by Medco. CITY OF TEMPE
claims records may be audited by CITY OF TEMPE or its representative reasonably
acceptable to Medco, subject to execution of a confidentiality agreement, for a maximum
period of twenty-four (24) months prior to the agreed upon audit date at no cost. CITY
OF TEMPE may conduct an audit once annually from January through September on an

agreed upon date. Subject to Section 143 Medco may retain copies of such claims
records for its own use.

Any audit of Medco’s agreements with pharmaceutical manufacturers My, be conducted
by a top 100 public accounting firm approved by Medco whose: -audit department is a
separate stand alone function of its business and that carries insurance, for professional
malpractice of at least $2,000,000. The andit will include *‘oniy tho: 'pomons of the
pllarmaceutzcal manufacturm agreements as necessary to determine Medco’s compliance
it may be's bnducted once

of the parties, but not sooner than niri
agreement.

w1ll wanant and represent that it is

connectlon with any lawsuit,

investigation, or other p1oceedmg )
“L1t1 atmn Services™ mclude a) exajmini acy claims or any other documents or
. [

and/m opm1ons as a disclosed or

party “(the

“4]l times and will not be used by the receiving party (or its affiliates,

es, ofﬁcms directors or limited liability company managers (“Representatives™))
urpose not previously aunthorized by the disclosing party, except as necessary for
Medco 1o perform the services under this Agreement. The Confidential Information of
the disclosing party will not be discloged or divalged by the receiving party to anyone,
except with the prior written permission of the disclosing party and on the condition that
the party to whom the Confidential Information is disclosed agrées in writing in advance
to be bound by these terms and conditions. The receiving party may disclose the
Confidential Information to those of its Representatives who need to review the
Confidential Information for the purposes authorized by the disclosing party but only
after the receiving party has informed them of the confidential nature of the Confidential
Information and directs them to treat the Confidential Information in accordance with the




16.
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15.2

153

terms of this Agreement. The disclosing party retains all right, title and inferest in and to
its Confidential Information.

The term “Confidential Information “ includes, but is not limited to, any information of
gither the receiving or disclosing party (whether oral, written, visual or fixed in any
tangible medium of expression), relating to either party’s services, operations, systems,
programs, inventions, techniques, suppliers, customers and prospective customers,
contractors, cost and pricing data, trade secrets, know-how, processes, plans, reports,
designs and any other information of or relating fo either party’s business, including itg
therapeutic and disease management programs, but does not include information which
(a) was known to the recejving party before it was disclosed to the receiving party by the
disclosing party, (b) was or becomes available to the receiving party from. a, source other
than the disclosing party, provided such fact is evidenced in writing and the source is not
bound by a confidentiality obligation to the disclosing party, or is developed by the
receiving party independently of the disclosing party’s dential Information,
provided that such fact can be documented. Fach party willialso keep, the terms of this
Agreement confidential as Confidential Information, exc it as required by law or
regulation. ¢

If the receiving party is requeste@br required (by oral questions; interrogatories, requests
for information or documents, subpoena; civil investigative demand, any informal or
formal investigation by any government or governmental agency or authority, law or
regulation, or otherwise) to disclose any of the Gopﬁ‘den‘zia};ﬁlformation, the receiving
party will notify the disclosing party promptly.in viriting so. that the disclosing party may
seek a protective order or other appropriate remedy. or; in its sole discretion, waive
compliance with the terms of this Agreement. ‘The receiving party agrees not to oppose
obtain & protective order or other appropiiate
€C ‘other remjedy is obtained, or the disclosing party
waives compliance with tle te " eeivient, the receiving party will furnish only
that portion of the Confidential Information’ which it is advised by counsel is legally
required and will exer 5 reasofjable best efforts to obtain reliable assurance that
confidential treafi accordéd the Confidential Information.

and Medco'may not utilize the service marks, trademarks, or
her party to this Agreement, or any service marks, trademarks, or
: kely to cause confusion, without express written approval of
ity. The programs implemented by Medco will remain the sole property of
1 only be used by CITY OF TEMPE in connection with the Program and
30 1ong as Medco administers the Program.

Medco:and CITY OF TEMPE will comply with all applicable laws and regulations
regarding. patient confidentiality as provided in the Business Associate Agreement
between: the parties. Medco will not furnish any CITY OF TEMPE identifiable data or
information to any third party without the written consent of CITY OF TEMPE, except as
reasonably necessary to implement and operate the Program and fulfill its obligations
pursuant to this Agreement or as required by applicable law. The restrictions set forth in

this Section 15 will not apply to claims data or information which is not identifiable on a
CITY OF TEMPE basis.

Indemnification/Limitation of Liability



a. Medco will indemnify and hold CITY OF TEMPE, its subsidiaries, affiliates, and their
officers, directors and employees (each a “CITY OF TEMPE Indemmnified Party”)
harmless from and against claims, suits, actions, or causes of action (“Actions™) asserted
against a CITY OF TEMPE Indemnified Party arising from services rendered by Medco
pursuant to this Agreement to the extent the Action arises from Medco’s negligence or
willful misconduet, or breach of this Agreement, provided that (a) CITY OF TEMPE has
given reasonmable motice to Medco of the Action, and (b) no CITY OF TEMPE
Indemnified Party has, by act or failure to act, compromised Medco’s position with
respect to the resolution or defense of the Action.

b. CITY OF TEMPE will indemnify and hold Medco, its subsidiaries and affiliates, and
their respective officers, directors and employees (each a ©“ Medco Endemnlﬁed Party™
harmless from and against Actions asserted against a Medco Indemmﬁed Party arising
from (i) breach of this Agreement by CITY OF TEMPE, (ii)- neghgence or willful
misconduct of CITY OF TEMPE, or (iii) the provision of pat At 1d¢11t1ﬁable or Program

mfonnatxon or data by a Medco Indemnified Party to CITY¥OF TE E or CITY OF

Indemnified Party has, by act or faiture
with respect to the resolution or defense

o
9

c. Medco will maintain, doring the term Qf th ent, habﬁﬂty coverage with limits
not iess than $1, 000 000 per occurrence and geregate Per pohcy year, thh excess

¥:OF TEMPE for any negligent or willful misconduct by
to the pex occurrence lability insurance amount set forth in this

ive, special; or exemplary damages.

Siment

17. Term of Ag j

17.1 This Agré' rent will remain in effect for an initial term of two (2) years from the Effective
Date (the “Initial Term”) unless terminated, canceled or extended as otherwise provided
herein. Resultant contract is non-fransferable and cannot be assigned by Medco without the
approval of the City Procurement Office, and then only when all prices, discounts, terms and
conditions of the original contract remain unchanged.

17.2 The CITY OF TEMPE reserves the right to unilaterally extend the contact ninety (90) days

beyond the stated expiration date. In addition, by mutval agreement in the form of a written
Contract Modification, any resultant contract may be renewed for supplemental periods of up
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to a maximum of fourth-eight (48) additional months. The period for any single renewal
increment sall be determined by the City Procurement Office. Such increment shall not be
for more than a period of twelve (12) months each, unless the CITY OF TEMPE is eligible
to obtain significant cost and/or supply advantage by a longer contract renewal period.

17.3 Bither party may give written notice, at least one hundred eighty (180) days prior to the end
of any such term, to the other party of its infent to terminate this Agreement as of the end of
the then current terin. Notwithstanding the issuance of a termination notice, Medco agrees {0
continue to render services hereunder and CITY OF TEMPE agrees to pay for services of
Medco in accordance with the terms of this Agreement for any claims incwred for
prescription drug benefits by Eligible Persons while this Agreement was in force.

17.4Tn the event of a material breach of this Agreement, the party alleging such.
written notice thereof to the other parties. If such breach is not cured:
of receipt of such notice, the non-breaching party may terminat
written notice to the other party.

breach will give
ithin sixty (60) days
: Agreement upon

1y assessed and adminjstered tax imposed on
or any othefamounts Medco may incur or be
s perforinance of services as g third-party

§ppnsibiiity of CITY OF-TEMPE. If Medco is

Taxes:Any applicable sales, use, or other simils
items dispensed, or services provided hereuside
required to pay arising from our relating to Me
administrator in any jurisdiction, will be the solé’ / E
legally obligated to collect and remit sales, use, 0O r sinfilarly assesf__“ééd and administered fax
in a particular jurisdiction, or to incur or pay any-amount relating to third-party administrator
services, the tax or other amount will be reflecied on.the app icable invoice or subsequently
cnvoiced at such time as Medco becomes awate of such obligation or as such obligation becomes
due. '

erson conducting business on City property is to
bidder, confractor or subcontractor is to honor
lure to honor this requirement will result in conract cancellation.

s who ii_:laintain a concealed weapon’s permit. In addition to
ne cartying a firearm or explosive device will be subject to police and

Unauthorized Firearms & Explosives: No.

carry a firearm or explosive of any type. Any

X

this requirement at all times and
This requirement also applies to
contract cancellation, afiyc
legal action.

3 rage - The Program coverage (Covered Drugs/Exclusions) and days
limitatio covered under the Retail Pharmacy Program will be as designated by
F TEMPE. Up to a thirty (30) day supply of Covered Drugs per prescription or

2

ay be dispensed under the Retail Pharmacy Program.

refill

Participatine Pharmacy Networks - Medco will maintain a Participating Pharmacy
Network reasonably necessary to provide services under the Retail Pharmacy Program.
Medco will have the responsibility to contract with Participating Pharmacies. Medco will
be responsible for any amounts that it owes to Participating Pharmacies that exceeds the
reimbursement it receives from CITY OF TEMPE as specified in Section 1 of Schedule
A. Medco will retain any reimbursement that it receives from CITY OF TEMPE as
specified in Section 1 of Schedule A that is in excess of the amounts it is obligated to pay
to Participating Pharmacies.




c. Identification Cards - Medco will (i) produce Identification Cards for those Eligible
Persons designated by CITY OF TEMPE, with an accompanying explanatory brochure,
and (ii) make direct reimbursement claim forms available through the www.medco.com
internet site for use by Eligible Persons who have not received their Identification Cards,
or have had them lost or stolen. Medco will distribute Identification Cards and claim
forms to the designated Eligible Persons unless otherwise designated by the CITY OF
TEMPE. All costs associated with distributing and/or mailing such materials are the
responsibility of CITY OF TEMPE.

d. Claim_Adjudication - Medco will adjudicate claims for prescription drug benefits in
accordance with Medco’s TelePAID System and the applicable: Plan Design.
Disapproved claims will be transmitted via TelePAID to the submitting pl harmacy with a
brief explanation of the cause or causes for disapproval. Sho,_ d.-_C]fTY OF TEMPE
determme thai a pleviously disappmved claim shouid be approv d so dlrect Medco

ule A, Section 1

CITY OF TEMPE wﬂl pay Medoo fo' these claims. pursuaﬂ‘ 0 Sched

e. Administrative Services — Medco will p;
Services and the Additional Administraj;j??v
f Pricing - The Program Pricing Term pphc

forth in Section 1, Schedule A, in a
forth in this agreement.

21,

3 rge {Covered Drugs/Exclusions) and days supply
the Maﬂ Order Pharmacy Progl am will be as designated

prescmptlons for greater than a ninety (90) day supply of Covered Drugs
per prescription or refill, subject to the professional judgment of the
" dispensing pharmacist, limitations imposed on controlled substances and
“ manufacturer’s recommendations.  Prescriptions may be refilled
providing the prescription so states. Prescriptions will not be filled (i)
more than twelve (12) months after issuvance, (ii) more than six (6)
months after issuance for controlled drug substances, or (it} if prohibited
by applicable law or regulation.

2. Dispensing Procedures
a. Medco’s mail order pharmacies will dispense Covered Drugs to Eligible Persons,

and dispense generic drugs when authorized, in accordance with (i) applicable law
and regulations in the state in which Medco’s mail order pharmacy is located, and
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(ii) the terms of this Agreement and Plan Design(s). Any prescriptions that are
not dispensed will be returned to the applicable Eligible Person with an
explanation as to why it could not be dispensed in accordance with Medco’s
standard operating procedures.

All matters pertaining to the dispensing of Covered Drugs or the practice of
pharmacy in general are subject to the professional judgment of the dispensing
pharmacist.

Any drug which cannot be dispensed in accordance with Medco’s mail order
pharmacy dispensing protocols, or which requires special record-keeping
procedures, may be excluded from coverage by Medco. S

Claim Adjudication - Medco will adjudicate and pay approved.claims for prescription
drug benefits in accordance with Medeo’s TelePAID System and the applicable Plan
Design. Should CITY OF TEMPE determine that a previousljf,‘_’ff disapproved claim should
be approved, and so direct Medco, adjudication of the claim will be: accomplished
promptly by Medco. CITY OF TEMPE will pay Medco for. claims adjudicated through
the TelePAID System, pursuant to:Section 2, Sche le’A. Medco will promptly refer to
CITY OF TEMPE all non-routine

claimants, or other persons following the

uiries By msurance -departuients, attorneys,
. o .

£

& Mail O;der Pharmacy Program are
tanddrds and penalties set forth in

rtract with drug wholesalers and
“diugs that are dispensed by it under the
will be tesponsible for any amounts that it owes
eeds the amounts it charges and receives from
ecified in Section 2, Schedule A. Medco will
ceivesfrom " CITY OF TEMPE or Eligible Persons as
A thdt is in excess of the amounts it is obligated to pay to
i‘the purchase of such drugs that are dispensed under

Pricing - The Program Pricing Terms agpli_ b

set forth in Schedule A, in addition to fHe per C
this agreement. Medco will have tha.:fi\f;e'sponsib ity to
manufacturers regarding Medeo’s piiichase o '
Mail Order Pharmacy Progr

‘The TelePAID System Availability Rate for each Contract Year will be
"99.5% or greater. CITY OF TEMPE may assess liquidated damages
against Medco in the amount of 15% of the total amount at rigk for each
Contract Year that the TelePAID System Availability Rate averages less
than 99.5% for a Contract Year. “TelePAID System Availability Rate”
means the percentage of normal operating hours that the TelePAID
System is operational, excluding scheduled maintenance time, measured
on an annual basis.

b. The Dispensing Accuracy Rate for each Contract Year will be 99.99% or
greater. CITY OF TEMPE may assess liquidated damages against Medco
in the amount of 15% of the total amount at risk for each Contract Year
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that the Dispensing Accuracy Rate is less than 99.99% for a Contract
Year. “Dispensing Accuracy Rate” means (i) the number of all mail order
pharmacy prescriptions dispensed by Medco in a Contract Year less the
number of those prescriptions dispensed by Medco in such Contract Year
which are reported to Medco and verified by Medco as having been
dispensed with the incorrect drug or strength, divided by (ii) the number
of all mail order pharmacy prescriptions dispensed by Medco in such
Contract Year.

Medco will dispense all Non-Protocol Prescriptions received each
Contract Year under the Mail Order Pharmacy Program wr[hm an average
of two (2) business days followmg receipt. All 9 ‘“'sh_Ma11 Order

P otocoi Pwscripuons
for Covered Drugs
C :eqmre physmlan or

OF TEMPE may assess 11qu1dated damages against Medco in the amount
of 5% of the total amount at risk for each Contract Year that this standard
not met measured on a Confract Year basis. “Maintenance
Identification Cards™ means new Identification Cards issued to individuals
who first become Eligible Persons after the Effective Date (exclusive of
new Groups or Group re-enrollments) and replacement Identification
Cards for Eligible Persons who have lost or had their Identification Cards
stolen.

Processable maintenance eligibility transactions received by Medco via
host to host, tape or floppy disc before 12:00 p.m. E.T. on any business
day will be processed by Medco within an average of two (2) business
days of receipt each Contract Year. CITY OF TEMPE may assess
liquidated damages against Medco in the amount of $100 for each



processable host to host, tape or floppy disc not processed by Medco
within this time period, subject to a maximum penalty of 5% of the total
amount at risk per Contract Year.

g. Medco will respond to at least 95% of written inquiries received each
Contract Year from an Eligible Person which requires a response
(excluding appeals) within an average of five (5) business days following
receipt. CITY OF TEMPE may assess liquidated damages against Medco
in the amount of 10% of the total amount at risk for each Contract Year
that this standard is not met measured on a Contract Year basis.

h. Medco will make available a toll-free member service f¢léphone line for
use by Eligible Persons. The target Average Speed of: Answer (“ASA”)
of the member service telephone line each Confract: Year will be thirty
(30) seconds or less from the time the Eligible Person selects either the
IVRU (Interactive Voice Response Unit) option or Member Service
Representative option. This ASA standard excludes calls to the toll-free
telephone line separatély established for Specialty Drugs. CITY OF
TEMPE may assegg;«hqgid.ated damages against Medco for failure to meet
this standard in tlie amount of 10% of the total ainount at risk for each
Contract Year that this standard is not met measured on a Contract Year
basis. [ o

ate of the member service telephone line
will be 5% or less of all incoming calls received during each. Contract
Year. This standard; exclu alls to the toll-free telephone line
separately or Specialty Drugs. CITY OF TEMPE may assess
1st Medco in the amount of 10% of the total
Contfact Year that this standard is not met
1 I “Sar basis. “Telephone Abandonment Rate”

11umb§§r of incoming telephone calls received by the
ice teléphone line during a Contract Year which are

he: caller after a selection is made either to the IVRU
ctive ice” Response Unit) system or a Member Services
entative, divided by (ii) the total number of incoming telephone
eivéd by the customer service telephone line during such Contract

i The Telephone Aband_fj’;ﬂﬁen

Medco will respond to (process a check or reject notice) at least 97% of
direct reimbursement paper claims received at the address designated by
‘Medco for such claims each Confract Year from Eligible Persons within
an average of five (5) business days following receipt, and all claims will
be responded to within ten (10) business days (response means either a
check or reject notice has been mailed). CITY OF TEMPE may assess
liquidated damages against Medco in the amount of 5% of the total
amount at risk for each Confract Year that this rate is not met measured on
a Contract Year basis. This Section j is subject to a maximum penalty of
5% of the total amount at risk per Contract Year.

k. The Claims Adjudication Accuracy Rate for each Contract Year will be
98.5% or greafer. CITY OF TEMPE may assess liquidated damages

83164.4



83164.4

against Medco in the amount of 5% of the total amount at risk for each
Contract Year that this standard is not met measured on a Contract Year
basis. “Claims Adjudication Accuracy Rate” means (i) the number of
retail claims, mail order claims and directly submitted paper claims,
adjudicated by Medco in a Contract Year that do not contain a material
adjudication error, divided by (i) the number of all such claims
adjudicated by Medco in such Confract Year.

L The Member Satisfaction Rate for each Contract Year will be 90% or
greater. Liquidated damages of 10% of the total amount at risk per
Contract Year may be assessed against Medco for failure to meet this
standard. “Member Satisfaction Rate” means (i) the nuimber of Eligible
Persons responding to Medco’s appual standard Patient’ Satisfaction
Survey as being satisfied with the overail performance under the
Integrated Program divided by (ii) the number of :Eligible Persons
responding to such annual Patient Satisfaction Survey; CITY OF TEMPE
must provide timely approvals and responses; and a minimum of 20% of
surveys must be returried for the performance standard in this Section 1 to
be applicable. ‘ ARE :

m. CITY OF TEMPE may idated damages in' the amount of

$10.00 per household if, nonths after the Effective Date, those

CITY OF TEMPE employees who are, membets of the CITY OF TEMPE

i ;. do: mot- rate ‘Medeo’s performance in

rage.0f:3 or better on a scale of 1 to 5 (5

TEMPE and any applicable third party

#CITY OF TEMPE implementation
it 1o this Section m.

being the best), prov
has fully complie
requirement:

EMPE may a liquidated damages in the amount of $8.00
'per Cotitract Year if, after the first Contract Year and each
ntract Year, those CITY OF TEMPE employees who are

.CTLY OF TEMPE benefits staff do not rate the Medco

n.

on ay scale of 1 to 5 (5 being the best) based on a range of

3,

performance criteria agreed to between CITY OF TEMPE and Medco at
. the beginning of such Contract Year. Additional CITY OF TEMPE staff
nembers may be included in the survey at the request of Medco.

Notwithstanding anything to the contrary, Medco’s maximum liability under this
ection 21 (excluding the Implementation and Account Management guarantees
t forth in sub-section (m) and (n) above) for any Contract Year will not exceed
$20.00 per household during such Contract Year without no more than 20% on
any one guarantee. Any amounts paid by Medco on account of performance

guarantees shall not bar recovery of any other approriate remedy recovery by the
CITY OF TEMPE.

3. CITY OF TEMPE will give Medco written notice pursuant to Section 10 any
facts giving rise to CITY OF TEMPE’s right to assess liquidated damages against
Medeo pursuant to Section 1 above, within ten (10) business days after CITY OF
TEMPE becomes aware of such fact, and within thirty (30) days thereafier, of
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CITY OF TEMPE’s election to assess such penalty against Medco. Any penalties
assessed against Medco pursuant to this Agreement, will be credited against
future billings to CITY OF TEMPE under the CITY OF TEMPE Program in
accordance with Medco’s standard procedures.

Formulary

CITY OF TEMPE will be a participating plan sponsor in Medco’s Preferred Prescriptions
Formulary as set forth below for the term of this Agreement. CITY OF TEMPE will provide

Medco with advance notice of each Group that will participate in the Preferred Prescriptions
Formulary.

1.

Preferred _Prescriptions Formulary - The Preferred Prescr zptzons@,,, ormulary is a
prescription drug formulary administered by Medco which lists EDA. approved drugs that
have been evaluated for inclusion on the Preferred Prescriptiohs Foz"mulaxy The drugs
included on the Preferred Prescriptions Formulary will be modlﬂed by Medco from time
to time as a result of factors including, but not limited 16" medical “appropriateness,
manufacturer rebate anangements patent expwanon . Medeo will implement
Medco’s formulary manageme tlude cost oontamment
initiatives, therapeutic interchange pr
Participating Pharmacies and/or physicial
substitution programs), and financial in
participation. Compliance with the Preferred Pr
formulary ma:aagement program w;lll’

xc!usive formulary administrator for CI{TY OoF
S durmg the term of 1:116 Agreement. CITY

Rebates”) Medco also receives additional rebates and/or fees
e;s for such pwducts wlnch may take into account vanous

s, and pr
ces from certain manufacturers related to dr ug—specxﬁc d1spensmg, shipping, and
hand "g and other commitments, services and programs associated with Specialty Drugs
sed by Medco (“Additional Rebates and Fees”) Formulary Rebates and Additional
s and Fees are jointly referred to as “Total Rebates.” Medco will provide CITY OF
TEMPE with the greater of (i) 100% of the Total Rebates received by Medco based on the
dispensing of each manufacturer’s formulary drugs under CITY OF TEMPE’s Program,
less a Formulary management fee equal to 20% of the Total Rebates received by Medco
under the Program or (ii) the Guaranteed Rebates (as defined below) less a Formulary
management fee equal to 20% of the Guaranteed Rebates. This management fee will be
retained by Medco under the Program. Guarantee Rebates (as defined below) less a
formulary management fee will be credited against future billings to CITY OF TEMPE
under the Program ninety days (90) days after the end of each calendar quarter, provided
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CITY OF TEMPE has executed this Agreement. Total Rebates due CITY OF TEMPE

“under this Agreement that are received by Medco within eighteen (18) months after

termination or expiration of this Agreement will be paid to CITY OF TEMPE. Total
Rebates received thereafter will be retained by Medco.

Guaranteed Rebates - Medco will credit CITY OF TEMPE, within ninety (90) days
following the end of each calendar quarter the sum of (i) $3.80 times the total number of
Covered Drug prescriptions billed and paid for under CITY OF TEMPE’s Retail
Pharmacy Program during such Contract Year, plus (ii) $15.00 times the total number of
Covered Drug prescriptions billed and paid for under CITY OF TEMPE’s Mail Order
Pharmacy Program during the same Contract Year (collectively the “Guaranteed
Rebates™). Medco will calculate CITY OF TEMPE’s Total Rebates duying such Contract
Year. Provided CITY OF TEMPE complies fully with the Formulary and with the

Formulary management programs implemented by Medco, if Total Rebates (less the
formulary management fee) for any Contract Year during the Injtial Term are greater than
the Guaranteed Rebates (less the formulary management fee), Medeo -will credit such
difference against future billings to CITY OF TEMPE under the Program one hundred
eighty (180) days after the end of each Contract Year The Guaranteed Formulary Rebates
are contingent upon CITY OF TEMPE implemefiting a three. ter foipulary whose
differential in copayment or its‘reasonably equiy
formulary and non-formulary drugs is no :

g;lenf value "'fdif.;_coigglirance between
thani$15.00. st

iange in the interpretation of law or
CITY OF“TEMPE has an adverse
rogram Pricing Terms, Medco may

OF TEMPE or the Guaranteed

If a government action, change in law orjegu
regulation or action by any drug manuficture

2

modify, as applicable, the Total Re
Rebates or the Program Pricing Texr

_ “any Group of Eligible Persons, for which
S than 50% of the costs of Covered Prugs under the Plan
to Fo 1;1u1a1’y Rebates and Additional Rebates and Fees.
Sections 2 and 3 will not include prescriptions
ness or Groups

Any lines of CITY OF
CITY OF TEMPE fund
Design will not: b
Calculations jand . gue
dispensed fof any suc




IN WITNESS WHEREOF, the parties hereto have executed this Agreement, this the day of

, 2009,
ATTEST:
City Clerk
APPROVED AS TO FORM:
City Attorney
83164.4 (5/15/09) nmb
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CITY OF TEMPE

By:

. Hugh Hallman, Mayor

nt and Counse} Customer Contracting



SCHEDULE A
PROGRAM PRICING TERMS

The City of Tempe will pay Medco for services provided under the Program as follows:

1. RETAIL PHARMACY PROGRAM CLAIMS

The City of Tempe will pay Medco for Covered Drugs dispensed and submitted by Participating
Pharmacies under the Retail Pharmacy Program in an amount equal to the lowest of (i) the
pharmacy’s usual and customary price, as submitted (“U&C”) plus applicable taxes, (it) the
maximumn allowable cost (“MAC”), where applicable, plus the Dispen ee, or (ili)
Discounted AWP and Dispensing Fee plus applicable taxes. The guarantecd average annual
AWP discount for Brand Drugs will be AWP minus (-) 16.50% and the: guaranieed average
anmual AWP discount for Generic Drugs will be AWP minus (-)61.5%;for the first Contract Year
and AWP minus (-) 63% for the second Contract Year during the Initial Term’;; The guaranteed
Dispensing Fee per prescription or authorized refill will be $1.50. The guarantees:set forth herein
exclude Specialty Drugs, Compound Prescriptions and claims dispensed and submitted by, non-traditional
providers such as Long-Term Care, Home 1;)1qu ; Veteran, M ry, and: 1/T/U (In@i;?n/Tl-ibaUIndian
Urban) providers. Medco will prepare a true up within on¢ hundred eig 80) days following
the end of such Contract Year. Any net shortfall (i.e. shortfalls offset'-'by___wﬁiluses across the
three components) in the aggregate guaranteed savingsiwill be mafched dollar for dollar by
Medco. In the event of an increase or decrease in thi otal number of E:‘Eu‘ticipating Pharmacies by
greater than five (5) percent, or a change in ownership of five (5) percent or more of Participating
Pharmacies in the Broad National Networki Medco may modify. the guarantee for Ingredient
Costs and Dispensing Fees on an equitable t by CITY OF TEMPE is subject to the
applicable Copayment/Coinsurance amount sef forth below:

1.1.  Copayment/Coinsurance - Coﬁ‘
refill dispensed by a Parfii;ipzifi‘ng Pharmacy
as designated for each Groupiin the applicable Plan Design(s).

s

The City of:Tempe will pay Medco for Covered Drugs dispensed by a Medco mail order
pharmacy und the Mail Order Pharmacy Program in an amount equal to an Ingredient Cost plus

Dispensing Fee for each Covered Drug dispensed, less the applicable Copayment/Coinsurance
amount, as such terms are defined below:

The guarantee will apply to existing generics as well as new generics that come to the market during the term of this
agreement.

831644
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2.1, Ingredient Cost - The Ingredient Cost is the lower of the discounted AWP or MAC for
Brand Name Drugs and Generic Drugs. The guaranteed average annual AWP discount
for Brand Drugs will be AwP minus (-) 24.50% and the guaranteed overall pricing for

. Generic Drugs will be AWP minus (-) 66. 50% for the first Contract Year and AWP
minus (-) 68% for the second Contract Year'.  The guarantees set forth herein exclude
Specialty Drugs, Compound Prescriptions and claims dispensed and submitted by non-tr aditional
providers such as Long-Term Care, Home Infusion, Veteran, Military, and IT/U
(Indian/Tribal/Indian Urban) providers. Medco will prepare a true up one hundred eighty
(180) days following the end of such Contract Year. Any net shortfall (ie. shortfalls
offset by surpluses across the three components) in the aggregate guaranteed savings will
be matched dollar for dollar by Medco.

2.2.  Dispensing Fee - The Dispensing Fee per prescription or authouzed refill is $0.00.
Dispensing Fees are inclusive of postage. If postage rates (ie., U.S. mail and/or
apphcable commercial courier services) increase during the teifii of th:s Agxeement the
pricing will be increased to reflect such increase(s).

2.3. Copayment/Coinsurance - The Copaymen’c/(l‘omsurance amouni for each prescnpuon or refiil
dispensed by a Medco mail order phamy nder the Mdil Oider Pharmacy Program shall be as
designated for each Group in the applicable. Plan Demgn(s) If the amount of the applicable
Copayment/Coinsurance paid by an Eligible Person for'; a ‘prescription or reﬁll dlspensed by Medeo
exceeds the Ingredient Cost (as defined in 2.1 above) plijs Dispensing Fee (as defined in Section
2.2 shove) plus any applicable taxes, then Me shall yeturn to the Eligible Person an amount
equal to the Copayment/Coinsurance amount 1 of the apphcable Ingredient Cost plus
Dispensing Fee plus any applicable taxes,‘fbi the rescrlli on Of réfiil. Eligible Persons must pay
the applicable Copayment or Coinsuranée amount, o Medco for each prescription or authorized
refill under the Mail Order Pharmacy Togram., dco may suspend Mail Order Pharmacy
Program services to an Eligil ¥ ‘default of any Copayment or Coinsurance
amount due Medco. CITY#OlL TEMPE. will be respon51ble for any unpeid Eligible Person
Copayment or Coinsuran m'._gn‘is, ordance with Medco’s standard credit policy, if
payment has not been rece from the Eligible Pérson within one hundred twenty (120) days of
dispensing. CITY OF TEMPE will be billed following the one hundred twenty (120) day
collection period, with pay ue in accordance with the payment terms set forth in Section 0 of
this Agreemeny

SPECIALTY.BRUG CLAIMS
ing anything to"% 1traly in Section 2 above and elsewhere in the Agreement, the
e will pay Medco for Covered Drugs designated as Specialty Drugs under the Mail
acy Pro ‘am on a sepaxate ingredient cost basis plus applicable Dispensing Fee,
subject to the ‘Copaymenﬂ(ﬁomsuz ance in the applicable Plan Design. Under the Retail Pharmacy
Program, CIT _ OF TEMPE will pay Medco for Specialty Drugs according to the pricing set forth
in Section 1 Schedule A. A Specialty Drug of limited or exclusive distribution through
specific retail pharmacies (“Limited Distribution Specialty Drug™) is not subject to terms of
Schedule A, Section 1. The City of Tempe shall pay Medco for Limited Distribution Specialty
Drugs in the same amount that Medco reimburses the retail pharmacy for such drug, including
Ingredient Cost and Dispensing Fee. Medco will be the exclusive administrator and provider of
Specialty Drugs to CITY OF TEMPE while this Agreement is in effect. Specialty Drugs may be
provided by Medco or other third-party specialty pharmacy that has a written arrangement with
Medco. Medco may add or delete products, or modify pricing terms during the term of this
Agreement. Specialty Drugs are excluded from calculations, guarantees, credits and payments
regarding Total Rebates under the Mail Order Pharmacy Program and the Retail Pharmacy
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Program set forth in this Agreement. The terms and pricing set forth in this section apply only to
CITY OF TEMPE’s pharmacy benefit and not to CITY OF TEMPE’s medical benefit. Medco

will provide a current list of Specialty Drugs and associated prices upon CITY OF TEMPE’s
written request.

ADMINISTRATIVE FEES

4.1.

The City of Tempe will pay to Medco a Base Administrative Fee in the amount of $0.00
per paid claim processed by Medco under the Retail Pharmacy Program/Mail Order
Pharmacy Program and Specialty Pharmacy Program for the following Base
Administrative Services, as applicable:

Administration of eligibility submitted via fape or telecmmnunid?ition"f in a Medco
standard format $

Eligibility maintenance (minimum of weekly updates)
Dependent Eligibility Certification System (DECS)
Medco’s client support system,:/(e-SD) for onli

Tn-network claims adjudication via 7e
Coordination of Benefits Level I (whe C
st ntion (for usg in claims processing)

armacy Program prescriptions

ns received via Internet, fax, phone or mail
i

shone og': Internet 24 hours a day, 7 days a week

ducational materials included in medication packages
. . Sy e .
atiofis regarding utilization of mail-order

nline prescription ordering and status

rescription pricing information

bverage and benefit plan information

health news information

Explanation of Benefits (EOB) for out-of-network claims

Direct reimbursement claim form (also available via www.medcohealth.com)
Coordination of benefits (COB) claim form

Benefit denial letters for instances where Eligible Person/drug are not covered
TDD-TTY services for hearing impaired to access Customer Service Department
Integrated Concurrent Drug Utilization Review (DUR) via TelePAID



e  Physician Profiling Program
o  Prescription Drug Plan Report Package
e  Semi-Annual Performance Sumimaries

o [Establish, maintain, credential, and contract an adequate panel of Participating
Pharmacies

o Development and distribution of communication materials to Participating Pharmacies
regarding the Program .

e Toll-free access to Help Desk for eligibility/claims processing assistance

e Toll-free access to Participating Pharmacies for DUR assistance

s Monitor Participating Pharmacy compliance, including submission of U&C, generic
dispensing rates, formulary program conformance, DUR intervention conformance,
patient utlilization, and drug mix and managed through the Coordinated Rx*M py ogram

o Toll-free telephone access to voice responmse unit for _‘1 cation of Participating
Pharmacies in zip code area \

e  Medco Pharmacy Audit Program®

e Toll-free telephone access to Customer Service for 1he program foa use by Eligible
Persons, CITY OF TEMPE benegfits personnel and 11y5101ans

o Gatekeepei program — Medco % assistance plogram for older adults

4.2 CITY OF TENEPE wﬂl also pay for Addj ,Ona A i ative ,,S:E;rvices requested by CITY

$0.35 per card

$1.75 per claim

Data entry charges

Postage charges
location

@ Rev:ews af

$55.00 per case’

: el and .ﬁfgént appeals (Final and Binding Appeals) $5.00 per case (incremental
-and Management for Medeo’s Coverage Authorization | fo Coverage Authorization
Program charge)

o Coordination of Benefits Level I $2.50 per claim

Medco will retain 15% of any audit recoveries to offset expenses of this program.

Additicnal charges may be incurred for nen-standard CITY OF TEMPE specific requirements, processing,
and/or communications.

831644




» Retail Refill Allowance Program Member Communications Quoted upon request
Materials

o Claims Detail Layout (CDL) recreate files | Quoted upon request

83164.4

Note: Charge for additional services not listed above will be determined by Medco and guoted
upon request. :

UTILIZATION MANAGEMENT PROGRAM

Medco will provide to the City of Tempe Utilization Management Programs, which will be
outlined in a Utilization Management Program Document (the “UMP Documg )'to be entered
info at a date determined by the parties. The UMP Document will be effective’ f the Effective
Date of this Agreement and when executed, will be entered into confg 1poraneously with this
Agreement. The UMP Document at such time that if is entere “into by -both parties, is
incorporated by reference herein. The UMP Document may be modified in the form of a new
UMP Document agreed upon by the parties in writing, S

IMPLEMENTATION ALLOWANCE,
the, City of Tempe é_ffﬁ%égrated Program
il credit up to $4.00 per Primary Eligible
rogrami: for documented expenses

After ninety (90) days following full implementation of
and for the Initial Term of this Agreement, Medc
Participant against future billings under the City
incurred and submitted by CITY OF TEMPE {0 Me
of te City of Tempe’s Integrated Program
communications associated with the Integr
by any expenses incurred by Medeo,for the

CLINICAL ALLOWANCE

am allowance of up to $4.00 per household over the Initial
at will be credifed to CITY OF TEMPE for documented expenses
F TEMPE to Medco to defray the costs of clinical resources
n by CITY: OF TEMPE, including EXPERxT software (excluding
‘line fcharges), utilization and coverage review programs, and

equipment,
customized

“Generic Dispénsing Rate” or “GDR” means, with respect to each of the Retail Pharmacy
Program and:the Mail Order Program, the percentage obtained by dividing (i) the total number of
prescriptions dispensed in a Confract Year which are billed as Generic Drugs under such
Program, by (i1) the total number of prescriptions for Covered Drugs dispensed and billed under

such program in such Contract Year.

In accordance with accepted pharmacy procedures, Medco shall encourage the use of Generic
Drugs over Brand Drugs by Covered Persons and their prescribers by engaging in activities
including explaining the benefits of using Generic Drugs in brochures and informing Covered
Persons when Generic Drugs become available as a substitute for Brand Drugs.

CITY OF TEMPE agrees to assist Medco in communicating to Covered Persons the benefits of




using appropriate and available Generic Drugs, and permits Medco to implement, from time-to-
time, reasonable generic dispensing programs designed to increase CITY OF TEMPE’s GDR.
Such programs may include, but are not limited to, developing a physician contact program in
which, for prescriptions written for Brand Drugs in which a Generic Drug is available, a Medco
pharmacist may contact the prescribing physician to obtain authorization to dispense a Generic
Drag.

Medco shall achieve the following target Generic Dispensing Rafes:

Coniract Year 1 Contract Year 2
Retail 63% 64%
Mail 50% 5 1%

If the actual GDR is less than the target GDR in the chart above, Medco wﬂl pay CITY OF
TEMPE for any shortfall no later than ninety (90) days after the end of the apphcable Contract
Year. Any shortfall on either the Mail QOrder or Retail GDR in any Contract Year | may be offset
by any surplus on the other GDR in the same; ontract Year .

If government actions or acts or cinissions by any'drug manufacturer or CITY OF TEMPE
(including a material change in Plan Design) has a mafserzal adverse effect op th& ‘prescribing of
Generic Drugs, CITY OF TEMPE, and Medco will modify the target GDRS and/or penalty
provisions set forth in this Section on an equitable’ basis The guarantees ‘set forth herein exclude
Specialty Drugs, Compound Prescriptions and claini dispensed and submittéd by non-traditional providers

such as Long-Term Care, Home Infusion, Vete;an ilitary, and T/ (Indxau/'[‘nbal/lndxan Urban)
providers. e

83164.4



