EXECUTION COPY

INTEGRATED PRESCRIPTION DRUG PROGRAM
MASTER AGREEMENT

THIS AGREEMENT is catered into as of the Ist day of July 2011 (the “Effective Date™) between Medeo Health
Solutions, Ing., Jocated at 100 Parsons Pond Drive, Franklin Lalkes, New Jersey 07417, and The State of Delaware,
located at Statewide Benefits, Office of Management and Budget, 500 W. Loockerman Street, Suite 320, Dover,
Dolaware 19904 (“SPONSOR™),

WHEREAS, SPONSOR 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 confract or other arrangement in effect with

SPONSOR; and

WHEREAS, Medco Health Solutions, Inc. provides prescription drug benefits programs and, in commection
therewith, hag established networks of participating retail pharmacies and operates a system for the processing,
flfillment and payment of claims for preseription drugs fumished by such pharmacies; and

WHEREAS, Medco Health Sclutions, inc.’s Medco By Mail mail order pharmacy subsidiaries are licensed
pharmacies which provide prescription drugs via a mail order service; and

WHEREAS, SPONSOR desires to retain the services of Medco Health Solutions, Inc. and its subsidiares,
including Medco Health, L.L.C., as applicable, which holds TPA. licenses in certain states (collectively, “Medeo™),
tc provide a prescription drug benefit program (the “Program™), including, but not limited to, retail pharmacy, mail
order pharmacy, and specialty drug pharmacy services for eligible persons, point-of-care, physician office
communications and cost containment initiatives developed and implemented by Medco, which may include
communications with prescribers, patients andfor pasticipating pharmacies, and financial incentives to participating
pharmacies for their participation in such initiatives (collectively, “PBM Services™),

NOW, THEREFORE, in consideration of the premises and the mutual covenants contained herein, the parties
hereto agree as follows:

1.  DEFINITIONS

1.1. “AWP” means the average wholesale price of the Covered Drug, as set {orth in the current price
list in First DataBank's National Drug Data File, if available, or other nationally recognized source
determined by Medeo, Under the Retail Pharmacy Program, AWP is based on the package size
submitted, and-for Compound Prescriptions is 1.25 times the AWP of each ingredient. Under the
Mail Order Pharmacy Program, Medeo will use the manufacturer's full 11-digit NDC code to
determing AWP based on AWP on the date the drug is dispensed. If First DataBank or other
applicable source changes the methodology for caleulating AWP or ceases publishing or replaces
AWP, or Medco utilizes another recognized pricing source or pricing benchmark other than AWP,
in & way that changes the economics of the Program, the parties agree to modify the Program
Pricing Terms to preserve the parties’ relative economics before such changed methodology or
other event,

1.2, “Brand Name Drugs” means all brand drugs set forth in First DataBank's National Drug Daia File,
or such other nationally recognized source, as reasonzbly determined by Medco.

13. “Business Days” or “business days” means all days except Saturdays, Sundays, and federal
kolidays. Al references to “day(s)” are to calendar days unless “business day” is specified.
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solid, semi-solid, or liquid ingredicnts, at least one of which is a Covered Drug, that are weighed
or messured then prepared according to the prescriber’s order and the pharmacist’s art,
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“Contract Quarter” means the Gull three (3) month period commencing on the Effective Date, and
cach full consecutive three (3) month period thereafter that this Agreement remains in effect.

“Contract Year” means the full twelve (12) month peried commencing on the Effective Date, and
each full consecutive twelve {12) month period thersafter that this Agreement remains in effect.

“Copayment” and/or “Coinsurance” means the amount to be paid by an Eligible Ferson for each
prescription or authorized refill as determined in accordance with the Plan Design(s).

“Covered Drugs” means drugs which, under state or federal law, require a prescription, including
Compound Prescriptions. Excluded from Covered Drugs are (i) cosmetic drugs, (ii} appliances,
devices, bandages, heat lamps, braces, splints, and artificial appliances, (iif} kealth and beauty
aids, cosmetics and dietary supplements, and {iv) OTC products (“Exclusions’™), Additional
Covered Drugs and/or Exclusions applicable to any individual Group will be desigpated by
SPONSOR in the applicable Plan Design.

“Dependent” means the lawful spouse of the member, a legat dependent, and children that have
not attained the age of twenty-six (26). Coverage for dependent children terminates at the end of
the month the dependent child attains the age of twenty-six {26} or at the end of the month of
employment by the member,

*Dispensing Fee' means the amount payable by SPONSOR pursuant to Sections 1 and 3.2 of
Schednle A of this Agreement for a Participating Pharmacy or Medco to dispense a preseription or
authorized refill to an Eligible Person,

“Eligible Person” means each person who, through affiliation with a Group, is eligible for
prescription drug benefits pursuant to this Agreement, and such person’s qualified dependents.

“Generic Drug” means a generic drug set forth in First DataBank’s National Drug Data File, or
such other nationally recognized source, as reascnably determined by Medco,

“Group™ means a group of Eligible Persons that have the same Plan Design as designated by
SPONSOR.

“Initial Term” means the two-year period concurrent with the State of Delaware fiscal years of
July 1 through June 30; specifically July 1, 2011, through June 30, 2013,

“Integrated Program” means a program in which Eligible Persons enrolled in such program may
bave prescriptions dispensed either (i} by a Participating Pharmacy under the Retail Pharmacy
Program or (i1} by Medco under the Mail Order Pharmacy Program. Reference to the Retail
Pharmacy Program and/or Mail Order Pharmacy Program herein will incinde services performed
by Medeo for Eligible Persons enrofled in the Integrated Program.

“MAC” or the “Maximum Allowable Cost” consists of a Iist 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 SPONSOR 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 4 in which Eligible
Persons may submit a prescription aleng with the applicable Copayment/Coinsurance to Medco
for dispensing via mail order,

"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-
enroliments) and replacement Identification Cards for Eligible Persons who have lost or had their
Identification Cards stolen.
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“Minimuom Enrollment” means an enrollment of not less than 60,000 Primary Eligible Participants
under the Program.

“Participating Pharmacy” means a retail phanmacy that has entered into an arrangement with
Medceo that specifies the terms and conditions of the pharmacy's participation in Medeo’s
network/networks servicing SPONSOR’s Program, including the rates that Medeo will pay the
pharmacy,

“Plan Design” means Program drug coverage, days’ supply limitation, Copayment/Coinsurance,
Formulary (inciuding Formulary drug selection), and other Program specifications applicable to
the Program designated by SPONSOR as set forth in this Agreement ot otherwise documented
between the parties.

“Primary Eligible Participant” means each Eligible Person, excluding Eligible Persons whe are
qualified dependents,

“Program Pricing Terms™ means the (i) finaocial or pricing terms, allowances, guarantees and
incentives set forth in Schedule A of this Agreement, and (ii) performance standards and penalties
set forth in Section 5 of this Agreement, and (iit) rebates and guaranteed rebates as set forth in
Seotion 6 of this Agreement,

*Retail Maintenance Program” means the program under this Agreement by which Medco has
entered into & confractual relationship with Pariicipating Pharmacies, for the dispensing of
Covered Drugs for & days supply greater than sixty (60) days and no greater than ninety (30) days
under the Retail Maintenance Program. The Program coverage (Covered Drugs/Exclusions/
Limitations) and days supply limitation each under the Retail Maintenance Program will be as set
forth in the applicable Plan Design as designated by SPONSOR.

“Retail Mainterance Program Prescription” means a prescription dispensed exclusively by the
retail maintenance provider or providers which Medco has entered inte a contractual arrangement
with respect to the Retail Maintenance Program, for a days supply greater than sixty (60} days and
no greater than ninety (60) days.

“Retail Pharmacy Program” means the program described in Section 3 in which Eligible Persons
miay purchase Covered Drugs from a Participating Pharmacy upon verification of Program
cligibility and payment of the applicable Copayment/Coingurance, and the claim is submitted by
the Participating Pharmacy to Medco for payment in accordance with this Apreement and the
applicable Medco Participating Pharmacy agreement.

“Specialty Dmgs” means pharmaceutical products that are generally biotechnological in nature,
with many requiring injection or non-oral methods of administration, and that may have special
shipping or handling requirements, Some of the disease categories cusrently in Medco’s specialty
pharmacy programs include cancer, cystic fibrosis, Gaucher disease, growth hormone deficiency,
bemophilia, immune deficiency, Hepatitis C, infertility, multiple sclerosis, rhevmatoid arthritis,
and RSV prophylaxis.

“TelePAID® System” or “TelePAID®” means Medeo’s real time, online system for adjudicating
prescription drug claims submitted by retail pharmacies.

2. SPONSOR FURNISHED INFORMATION

SPFONSCR will promptty fiumish, 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 to;
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The name of each Group and whether such Group will be corolled under the Retail Pharmacy
Program, Mail Order Pharmacy Program, or Integrated Program,

The commencement date and termination date of coverage for each Group.

A file of each Group’s Eligible Persons, and subsequent timely additions and deletions to such file
as changes oceur. SPONSOR will pay for any Covered Drug dispensed to a person reported by
SPONSOR as no ionger an Eligible Person, if such notification is not received by Medeo at least
two (2) full business days prior to the dispensing date of such prescription. Additionally, Medco
agrees to implement terminations or qualifying events as indicated in the cligibility data file
provided by SPONSOR or the provider of eligibility data, as designated by SPONSOR, within two
(2) business days.

Designation, in writing, of those Plan Design features to be determined by SPONSOR for cach
Group.

The reimbursement termy applicable to direct reimbursement claims subwmitted by Eligible Persons
under the Retail Pharmacy Program,

The type, number, and description of Medeo identification cards (“Identification Cards™) required
for each Group enrolled in the Retail Pharmacy Program.,

3. RETAIL PHARMACY PROGRAM

The specific features of the Retail Pharmacy Program are as follows:

3.1

3.2,

3.4,
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Program Ceverage - The Program coverage (Covered Drugs/Exclusions) and days’ supply
limitation for each Group covered nader the Retail Pharmacy Program will be as set forth in each
Group’s applicable Plan Design designated by SPONSOR. Up to a sixty {60) day supply of
Covered Drugs per preseription or refill may be dispensed under the Retail Pharmacy Program;
provided, however, Retail Maintenanee Prescriptions may be dispensed for a days supply of up to
ninety (90) days, subject to the applicable Plan Design,

Participating Pharmacy Netwerks - Medco will maintain a Participating Pharmacy Network
reasonably necessary to provide services under the Retail Pharmacy Program. Medco will comply
with 18 Del, C. Chapter 73, the Pharmagy Access Act, in creating and administrating the
Participating Pharmacy Network.

Identification Cards - Medco will (i) produce Identification Cards for those Eligible Persons
designated by SPONSOR, with an accompanying explanatory brochure, and (ii) make direct
reimbursement claim forms available through the medeo.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 Tdentification Cards and claim forms to the designated Eligible Persons Al costs
associated with distributing and/or mailing-such fuaterials are the responsibility of SPONSOR, 1f
SPONSOR elects to re-issue Welcome Packets to its entive membership for the Confract Year
commencing July 1, 2011, then Medco will credit SPONSCOR with up to $100,000 for the
dacumented costs related to such fulf re-issuance.

Claim Adjudication - Medeo will adjudicate claims for prescription dtug benefits in accordance
with Medco’s TelePAID® System and the applicable Plan Design. Disapproved claims will be
transmitted via TelePAID® ta the submitting pharmacy with a brief explanation of the cause or
causes for disapproval. Should SPONSOR determine that a previowsly disapproved claim should
be approved, and so direct Medeo, adjudication of the claim will be accomplished promptly by
Medeo, Medeo is obligated to pay Participating Pharmacies for all claims adjudicated through the
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TelePAID® System, SPONSOR will pay Medeo for these claims pursuamt to Section I of
Schedule A. Medeo will promptly refer to SPONSOR all non-routine inquiries by insurance
departments, attorneys, claimants, or other persons following the deniai of any claims,

Administrative Services - Medco will provids, as applicable, the Base Administrative Services
and the Additional Administrative Services set forth in Schedule A,

Pricing -The Program Pricing Terms applicable to the Retail Pharmacy Program are set forth in
Schedule A, in addition to the performance standards and penalties set forth in Section $ and the
rebateg and guaranteed rebates set forth in Section 6 of this Agreement.

4. MAIL ORDER PHARMACY PROGRAM

4.1
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Program Coverage

411 The Program coverage (Covered Dmugs/Exclusions) and days® supply Hmitation for each
Group covered under the Mail Order Pharmacy Program will be as set forth in each
Group’s applicable Plan Design designated by SPONSOR,

412  Medeo’s mail order pharmacies will not be required to dispense prescriptions for greater
than & ninety {90) day supply of Covered Drugs per prescription or refill, subject to the
professional judgment of the dispensing pharmacist, Hmitations 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 issuance, (it) more than six (6) months after issuance for controlled
drug substances, or (iii) if prohibited by applicable law or regulation. Medco may
dispense prescriptions to an Eligible Person for a vacation supply which may be greater
than a ninety (90) day supply of Covered Drugs.

Dispensing Procedpres

4.2.1 Medco’s mail order pharmacies will dispense Covered Drugs to Eligible Persons, and
dispense generic drugs when authorized, in accordance with (1) applicable law and
regulations in the state in which Medco’s mail order pharmacy is located, and (ii) the
terms of this Agreement and Plan Design(s). Any prescriptions that are not dispensed
will be retumed to the epplicable Eligible Person with an explanation as to why it could
not be dispensed in accordance with Medco's standard operating procedures,

4.2.2  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.

4.2.3  Any drug which cannot be dispensed in accordance with Medoo's mail order pharmacy
dispensing proiocols due to FDA or manufacturer requirements may be excluded from
dispensing by Medco.

Claim_Adjudication - Medoo will adjudicate and pay approved claims for preseription drug
benefits in accordance with Medco's TelePAID® System and the applicable Plan Design.  Should
SPONSOR determine that a previously disapproved claim should be approved, and so direct
Medco, adjudication of the claim will be accomplished prompily by Medco. SPONSOR will pay
Medco for claims adjudicated through the TelePAID® System, pursuant to Section 3 of Schedule
A, Medeco will promptly refer to SPONSOR all non-routine inquirics by insurance departments,
attorneys, claimants, or other persons following the denial of any claims.

Administrative Services - Medeo will provide, as applicable, the Base Administrative Services
and the Additional Administrative Services set forih in Schedule A,




4.5,

Pricing - The Program Pricing Terms applicable to the Mail Order Pharmacy Program are set
forth in Schedule A, in addition o the performance standards and penalties set forth in Section 5
and the rebates and guaranteed rebates set forth in Section 6 of this Agreement. Medco will have
the responsibility to contract with drug wholesalers and manufacturers regarding Medco's
purchase of drugs that are dispensed by it under the Mail Order Pharmacy Program. Medco
receives and retains purchase discounts for such purchases from certain manufaclurers and
wholesalers. Medeo will be responsible for any amounts hat it owes dreg wholesalers or
manufacturers that exceeds the amounts it charges and receives from SPONSOR or Eligible
Persong, as specified in Section 3 of Schedule A. Medco will retain any payment that it receives
from SPONSOR or Eligible Persons as specified in Section 3 of Schedule A that is in excess of
the amounts it is obligated to pay to dmug wholesalers or manufacturers for the purchase of such
drugs that are dispensed under the Mail Order Pharmacy Program.

5. PERFORMANCE STANDARDS AND PENALTIES

L

Medeo will provide SPONSOR with the Performance Standards set forth in the attached Schedule
E. Madco will provide SPONSOR with a quarterly performance standard report within 60 days
following the close of the Contract Quarter so that SPONSOR may monitor the ongoing
performance of Medco regarding cach of the performance standards set forth in Schedule E,
excluding 10 {Member Satisfaction Rate), and 13 (Implementation Related Guarantee for Benefit
or Plan Design Changes), Medco will provide SPONSOR with an annual report within 60 days
following the close of the Contract Year for purposes of measuring and assessing performance
penalties, if any, for each of the performance standards set forth above. Shoutd Medco fail to meet
one or more of the above performance standard guarantees, then Medeo will notify SPONSOR of
such event and the appropriate penalty amount, in writing, and will provide Sponsor with the
opporfunity to comment on the proposed payment amount prior to issuance of the payment, Any
penaltics assessed against Medco pursuant to this Agreement, will be credited against fature
billings to SPONSOR under the SPONSOR Program in accordance with Medco's standard
procedures, or penalties due and owing, if any, after termination of this Agreement wilt be paid by
check. Notwithstanding anything to the con Medco's maximum liability under this Section 5
for any Contract Year will not exceeé%uring such Contract Year (“Maximum Liability
Amount”).

6. FORMULARY

SPONSOR will be a participating plan sponsor in Medco's Preferred Prescriptions® Formulary as set forth
below for the term of this Apreement. SPONSOR will provide Medco with advance notice of each Group
that wili participate in the Preferred Prescriptions® Formulary.

6.1.
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Preferred Prescriptions® Formulary - The Preferred Prescriptions® Formulary is a prescription
drug formulary administered by Medeo which lists FDA~approved drugs that have been evaluated
for inclusion on the Preferred Prescriptions® Formulary. The drugs included on the Preferred
Prescriptions® Formulary will be modified by Medco from time to time as a resubt of factors,
including, but not limited to, medical appropriateness, menufacturer rebate arrangements, and
patent expirations. Medeo will implement Medeo’s formulary management programs, which may
include cost containment initiatives, therapeutic interchange programs, communications with
Eligible Persons, Participating Pharmacies andfor physicians (including communications regarding
generic substitution programns), and financial incentives to Participating Pharmacies for their
participation. Compliance with the Preferred Prescriptions® Formulary and Medco's formulary
manapement program will result in Formutary Rebates as set forth below. Medco reserves the
right to modify or replace the Preferred Prescriptions® Formulary (including any modification or
replacement, the “Formulary”) and formmlary compliance methods and cost containment
initiattves consistent with good phammacy practice.  SPONSOR agrees that Medco will be the
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exclusive formulary administrator for SPONSOR’s prescription drug benefit programs duding the
term of the Agreement, SPONSOR is authorized to use the Formulary only for its own Eligible
Persons and only as long as the Program is in effect and administered by Medco.

Rebates - Medeo and its subsidiaries recelve formulary rebates from certain drug manunfacturers
as a result of the inclusion of those manufacturers’ branded products on the Formulary
(“Formulary Rebates”). Medeo also receives additional rebates andfor fees from certain
manufacturers for such products, which may take into account various factors, including the
atilization of certain drugs within their respective therapeutic categories for Medco’s book of
business in aggregate as a result of various commitments and programs, including, but not limited
to, formularies (“Additional Rebates and Fees™). Formulary Rebates and Additional Rebates and
Tees are jointly referred to as “Total Rebates.” Total Rebates does not include payments for
services rendered by Medco on behalf of or fo pharmaceutical manufacturers, including, for
example, adherence, compliance, nursing, and other patient support services; patient referral and
agsistance services; product launch and other support services; equipment replacement services;
cliical and research stadies, dafa, and analytics; and services relating to high-risk
biopharmacenticals, Medeo will provide SPONSOR with the greater of (i) 100% of the Total
Rebates received by Medco based on the dispensing of cach manufacturer’s formulary drugs under
SPONSOR’s Program, or (ii) the Guaranteed Rebates (as defined below). . Specislty Drugs are
included in calculations, guarantees, credits, and payments regarding Total Rebates and
Guaranteed Rebates. Total Rebates due SPONSOR under this Agresment that are received by
Medco within eighteen (18) months afler termination or expiration of this Agreement will be paid
to SPONSQR. Total Rebates received thereafier will be retained by Medco. Prescriptions for
Compounds, OTC products, flu shots and vaccines are excluded from all caleulations,
measurements and payments of Total Rebates and Guaranteed Rebates.

Guaranteed Rebates — Within ainety (90) days following the end of each Contract Quarter
during the Initial Term that SPONSOR participates in the Formulary, and complies fully with the
Formulary management programs implemented by Medeo, Medeo will provide to SPONSOR
Guaranteed Rebate amounts equal to the sum of (i) the applicable amount set forth in Chart A
below times the total number of Covered Drug prescriptions, excluding Specialty Drug
prescriptions, billed and paid for under SPONSOR's Retail Pharmacy Program, plus (if) the
applicable amount set forth in ChartgA belog times the total number of Covered Drug
prescriptions, excluding Specialty Drug prescriptions, billed and paid for under SPONSOR's Mail
Order Pharmacy Program during the same Contract Year plus the applicable amount set forth in
Chart A below times the total number of Specialty Drug Covered Drug prescriptions billed and
paid for under SPONSOR’S Retail Pharmacy Program during the same Contract Year, plus (iv)
the applicable amount set forth in Chart A below times the total number of Specialty Drug
Covered Drug prescriptions billed and paid for under SPONSOR's Mail Order Pharmacy Program
during the same Confract Year (collectively the “Guaranteed Rebates”). Medeo will pay
SPONSOR the (Guarantecd Rebates due and owing via wire transfer.

CHART A
GUARANTEED REBATES*
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*Guarantee amounts are on a per paid claims basis. Prescriptions for Compounds, OTC
products, flu shots and vaccings are excluded from all calenlations, measurements and payments
of Total Rebates and Guaranteed Rebates. Any surplus savings realized iu the pnaranteed
rebates for one Rebate Category shall not be used to fund any shortfall in the guaranteed rebates
in another Rebate Category as part of the annnal rebate reconciliation with actue! Total Rebates,

Reconcilistion of Guaranteed Rebates and Percentage Share of Actual Rebates — Within one-
hundred eighty (180) days following the end of each Contract Year, Medco will calculate and
report to SPONSOR ifs actual Total Rebates received for each such Contract Year on both an
agpregate and individual Rebate Category basis. Medco will then compare SPONSOR's total
aggregated percentage share of actual Total Rebates for cach Rebate Category noted above for
such applicable Contract Year to the total sum of Guaranteed Rebates provided by Medeo to
SPONSOR for each Rebate Category noted above for the same applicable Contract Year, If
SPONSOR's total aggregated percentage share of actual Total Rebates received for each
individual Rebate Category noted above for such applicable Contract Year is greater than the total
sum of the Guaranteed Rebates provided by Medco to SPONSOR for the same such Rebate
Category for the same applicable Contract Year, then Medoo will provide SPONSCOR the doilar
for dollar difference of any such amount with afl such amounts due and owing under the Rebate
Reconciliation being paid to SPONSOR via wire transfer within one-hundred eighty (180} days
following the end of the Contract Year.

If & government action, change in law or repulation, change in the imterpretation of law or
regulation, or action by any drug mamnfacturer or by SPONSOR has an adverse cffect on the
availability of Total Rebates or the Program Pricing Terms, the partics will discuss in good faith a
reasonable modification to the Program Pricing Terms to preserve, on an cquitable basis, the
parties’ relative economics before such action or change, If the parties are unable to agree upon a
modification to the Program Pricing Tenms within sixty (60) days, then either party may terminate
this Agreement upon writien notice to the other party.

Any lines of SPONSOR’s business, or any Group of Eligible Persons, for which SPONSCR funds
less than 50% of the costs of Covered Drugs under the Plan Design will not be entitled to
Formulary Rebates and Additional Rebates and Fees, Calounlations and guarantees under Sections
6.2 and 6.3 will not include prescriptions dispensed for any such lines of business or Groups,
claims for drugs purchased by a phatmacy pursuant to the 340B program, and government
subrogation claims.

7.  BILLING/PAYMENT

7.1.
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Medco will provide SPONSOR with a bi-weekly consolidated electronic invoice via a File
Transfer Protocel (FTP) or other mutually acceptable media for services provided by Medco under
the Program, in accordance with the Program Pricing set forth in Schedule A, All invoices will be
paid in full by SPONSOR within two (2) business days, excluding federal and state holidays, of
receipt by the Auvtomated Clearing House (ACH) in accordance with ACH procedures.
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SPONSCOR will pay Medco for administrative products and services provided by Medco under the
Program in accordance with the Administrative Fee provisions set forth in Schedule A, Medco
will provide SPONSOR with an Admirsirative Fee invoice in accordance with Medco's four (4)
week Administrative Fee cycle. SPONSOR will pay Adminisirative Fee invoices in full within
fifteen (15) days of the invoice date.

Failure by SPONSOR to make atty payments in accordance with the terms of this Agreement will
conatitute a payment default. Notwithstanding Section 10.2 of this Apreement, if SPONSOR fails
to cure any such payment default within three (3) days, in addition to other available remedies,
Medco may cease performing any ot all of its obligations under, or may terminate, this Agreement
upon notice to SPONSOR. After the three (3) day grace period, there will be g late payment fee of
1% per month on the balance due, accruing as of the due date. SPONSOR will reimburse Medco
for all collection costs incurred by Medceo as & vesult of any payment default by SPONSOR under
this Agreement,

8. RECORDS

8.1

8.2.

8.3,

8.4,
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Medco will maintzin all claims records relating to services-performed under this Agresment as
required by applicable law. For pwposes of this Section 8.1, the term “claim records” includes
those SPONSOR specific records necessary to confinm Medeo’s compliance with claims
processing, operational services, and performance standards provided by Medeo under this
Agreement. Such claims records will be in their original form, on microfilm, microfiche, or other
form determined by Medco. SPONSOR claims records may be audited by SPONSOR or its
representative reasonably aceeptable to Medeo, subject to exccution of a confidentiality
agreement, Medeo will provide SPONSOR’s auditor with & Claims Detail Layout file for 100%
of the claims processed for SPONSOR for a period of twenty-four {24} months prior to the agreed-
upon audii date at no cost. Data beyond twenty-four (24} months will be made available to
SPONSOR upon its written request and at a.cost to be quoted by Medco at its then cument
standard audit cost. SPONSOR may conduct a claims audit once annually from January through
September on an agreed-upon date at Medco's offices as scheduled by agreement of the parties,
but not sooner than sixty (60) days after exccution of a confidentiality agreement. Subject to
Section 9.3, Medco may retam copies of such claims records for its own use.

SPONSOR. will provide Medco with an audit scope document in accordance with standard
accounting principles which will be discussed with Medco, and Medso will prepare on-site
information and documents and provide access to systems for the on-site pertion of the audit, If
additional information is requested by SPONSOR as part of the andit, Medco will accoramodate
all such reasonable requests. The auditor may select up to 300 claims for further investigation and
Medco will respond to such request within sixty (60) days from the date of the receipt of the
claims.

As part of the audit to verify pass-through pricing, Medco will provide both its client billable and
participating pharmacy payable amount for the sampling of claims records indicated by
SPONSOR. If, in all instances, the amount billed to SPONSOR equals the amount paid to the
Patticipating Retail Pharmacy as documented on the claim record then no forther review of the
retail pharmacy contract will be warranted. [f, however, in any instance, the amount billed to
SPONSOR is not egual to the amount paid to the Participating Retail Pharmacy then a further
review and audit of Participating Retail Pharmacy contract will be provided,

Medeco's agreements with pharmaceutical manufacturers are subject to confidentiality agreements,
Any audit of Medco's agreements with pharmaceutical manufactorers may be conducted by (1) an
auditing firm reasonably acceptable to 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, or (2) any mutally agreed upon accounting firm, or (3} State of Delaware
Comptrolier employee auditor, Medco will provide SPONSOR’s auditor with complete access to
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8.5.

8.6.

8.7,

the pharmaceutical manufacturer agreements and all applicable amendments and additional
inforination as necessary to allow the auditor to determine Medco’s compliance with Section 6
above in respect tov Total Rebates, The confirmation of rebate audit may be conducted once
annually from Janvary through September at Medeo’s offices as scheduled by agreement of the
partics, but not sooner than ninety (90} days after cxecution of a confidentiality agreement.

Any auditor performing an audit under this Section 8 will wacrant and represent that it is not
providing Litigation Services to any person or entity in connection with any lawsuit, investigation,
or other proceeding that is pending or contemplated against Medco. “Litigation Services” include
{a) examining pharmacy claims or any other documents or information, or (b) providing advice,
analysis, and/or opiniong as a disclosed or undisclosed expert or consultant. The auditor must
agree that, for one (1) year after completion of the audit, it will not provide Litigation Services in
any lawsait, investigation, or other proceeding against Medeo, except for Litigation Services to
SPONSOR,

SPONSOR will furnish its most recent audited {inancial statement to Medco upon request,

Medco agrees that it will on an annual basis provide Service Organization Control (“SOC™)
Report 1 that address the internal control over financial reporting of Medco’s Services. The
parties understand and agree that the SOC 1 report may include multiple reports to reflect all
processes and locations utilized by Medco in performing the Services,  All SQC reports will be
prepared by external auditors selected by Medco with appropriate credentials. Upon the
SPONSOR’s request, Medco will confirm directly with the SPONSOR's auditors to confirm
separately any SOC report or bridge letters. Medco will cause the SOC reperts to be delivered to
SPONSOR promptly after such reports are delivered to Medeo by the Medeo's auditors,  Upon
the request of the SPONSOR, Medeo will deliver to the SPONSOR a letter or report (“Bridge
Letter’™) to address any time gap between the date of the SOC reports delivered by Medco and the
date of the SPONSOR’s audit that relies on such reports.  SOC reports are prepared unider the
American Instituie of Certified Public Accountants (AICPA) Statements on Standards for
Attestation Engagements (SSAE) 16, The SOC reports supersede any SAS 70 report for periods
ending on or affer June 15, 2011,

9. CONFIDENTIAL INFORMATION

9.1,

381499.5
{06/13/11)

Subject to the State of Delaware Freedom of Information Act, 29 Del. C. §10001, ef. seq., the
Confidential Information of a party (the “disclosing party™) which is disclosed to the other party
(the “receiving party’”) will be held by the receiving party in strictest confidence at all times and
will not be used by the receiving party (or its affiliates, employees, officers, directors or limited
liability company managers (“Representatives”)) for any purpose not previously authorized by the
disclosing party, except as necessary for Medco to perform the services vader this Agreement.
The Confidential Information of the disclosing parly will not be disclosed or divalged by the
receiving party to anyone, except with the prior written permission of the disclosing party and on
the condition that she party to whom the Confidential Information is disclosed agrees in writing in
advance to be bound by these terms and conditions. The receiving party may disclose the
Confidential Information fo 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 terms of this Agrecment. The disclosing
party retains all right, title and interest in and to its Confidential Information,

The term “Confidential Information “ includes, but is not limited to, any information of either the
receiving or disclosing party (whether oral, written, visual or fixed in any medium of cxpression),
refating 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 to either party’s
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9.3,

business, including its therapeutic, disease management, and health education programs, but does
aot include information which {a) was known o the receiving 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 fhe disclosing party, provided such fact is evidenced in writing and the source is
not bound by a confidentiality cbligation to the disclosing party, or (c) is developed by the
receiving party independently of the disclosing party’s Confidential Information, provided that
such fact can be documented. Each party will also keep the terms of this Agreement confidential
as Confidential Information, excepl as required by law or regulation,

If the receiving party is requested or required (by oral questions, interropatories, requests for
information or decuments, subpoena, civil investigative demand, any informal or formal
investigation by any govemment or governmental agency or authority, law or regulation, or
otherwise) to disclose any of the Confidential Information, inciuding 4 request made through the
State of Delaware Freedom of Information Act, the receiving party wili notify the disclosing party
promptly in writing so that the disclosing party may seek a protective order or other appropriate
remedy or, in its sole diseretion, waive compliance with the ferms of this Agreement. The
receiving patty agrees not to oppose any action by the disclosing party to obtain a protective order
or other appropriate remedy. If no such protective order or other remedy is obtained, or the
disclosing party waives compliance with the terms of this Agreement, the receiving party will
furnish only that portion of the Confidential Information which it is advised by counsel is legally
required and will exercise its reasonable best efforts to obtain reliable assurance that confidential
treatment will be accorded the Confidential Information,

SPONSOR and Medco may not utilize the service marks, trademarks, or tradenames of any other
party to this Agreement, or any service marks, trademarks, or tradenames so similar as likely to
cause confusion, without express written approval of such other party. The programs
implemented by Medco will remain the sole property of Medeo and will only be used by
SPONSOR in connection with the Program and so long as Medco administers the Program,

Medco and SPONSOR will comply with all applicable laws and regulations regarding patient
confidentiality as provided in the Business Associate Agreement between the parifes. (The
Business Associate Agreement is attached hereto as Schedule H.) Medco will not furnish any
SPONSOR identifiable data or information to any third party without the written consent of
SPONSOR, except as reasonably necessary to implement and operate the Program and fulfiil its
obligations pursnant to this Agreement or as required by applicable law. The restrictions set forth
in this Section 9.3 will not apply to claims data or information which is not identifiable on a
SPONSOR basis.

TERM OF AGREEMENT

10.1.

10.2.

3814995
(06/13/11)

g

This Agreernent will remain in effect for an initial term of two (2) years from the Effective Date
(the “Initial Term"), July 1, 2011, through June 30, 2013, and thereafier SPONSOR will have the
option to renew for three (3) successive one-year terms by giving written notice, at least one
hundred fifty (150) days prior to the end of any such ferm, to Medco of its intent to renew this
Agreement as of the end of (he then current term.  SPONSOR and Medco agree to participate in
good faith negotiations regarding the terms of this Agreement at least one hundred eighty days
(180) days prior to the commencement of third term year and each term year thereafter, if any.
Notwithstanding the issuance of a termination notice, Medco agrees to continue to render services
hersunder and SPONSOR agrees to pay for services of Medco in accordance with the terms of this
Agreement for any claims incurred for prescription drug benefits by Eligible Persons while this
Apgreement was in force.

In the event of a material breach of this Agreement, the party zlleging such breach will give
written notice thereof to the other parties. [f such breach is not cured within thirty (30) days of
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10,3,

104.

receipt of such notice, the non-breaching party may terminate this Agreement upon written notice
to the other party.

SPONSOR may also terminate this Agreement as follows.

10.3.1  The SPONSOR may, by wiitten notice to Medco, terminate this Agreemeant if it is found
after notice and hearing by the SPONSOR that gratuities (in the form of enterfainment,
gifts, or otherwise) were offered or given by Medco or any agent or representative of
Medco to any officer or employee of the SPONSOR with a view toward securing a
contract or securing favorable freafment with respect to the awarding or amending or
making of any determinations with respect to the performance of this Agreement,

10.3.2 In the event this Agreement is terminaled as provided in 10.3.1 hereof, the SPONSOR
shall be entitled to pursue the same remedies against Medeo it could pursue in the event
of & breach of this Agreement by Medeo,

16.3.3 The rights and remedies of the SPONSOR provided in Section 10.3 shall not be exclusive
and are in addition to any other rights and remedies provided by law or under this

Agreement,

SPONSOR. may terminate this Agresment, with or without cause, upon thirty (30) days prior
written notice, Medco may terminate this Agreement for cause upon no less than one-hundred
cighty(180) days written ootice,

11, FORCE MAJEURE

Neither Medeo nor SFONSOR will be deemed to have breached this Agreement or be held liable for any
failure or delay in the performance of all or any portion of its obligations under this Agresment if prevented
from doing so by a cause or ¢anses beyond its control. Without limiting the generatity of the foregoing,
such causes include acts of God or the public enemy, fires, floods, storms, earthquakes, riots, strikes,
boycotts, lock-outs, acts of terrorism, acts of war or war-operations, restraints of government, power or
communications line failure or other circumstances beyond such party’s control, or by reason of the
judgment, ruling or order of any court or agency of competent jurisdiction, or change of law or regulation
(or change in the interpretation thereof) subsequent to the excoution of this Agreement.

12. INDEMNIFICATION/LIMITATION OF LIABILITY

12.1.

12.2

381499.5
(06/13/11)

Medco shall indemnify and hold harmless the SPONSOR, its agents and employees, from any and
all liability, suits, actions or claims, together with all reasonable costs and expenses (including
attorneys’ fees) directly arising out of (A) the negligence or other wrongfui conduct of the Medco,
its agents o employees, or (B) Medco’s breach of any material provision of this Agreement not
cured after due notice and opportunity to cure, provided as to (A) or (B) that (i} Medco shall have
been notified in writing by the SPONSOR of any notice of such claim; and (i) Medco shall have
the sole control of the defense of any action on such claim and ali negotiations for its settlement or
compromise.

Medco shall indemnify and hold harmless the SPONSOR of Delaware, i3 agents and employees,
from any and all lability, suis, actions or claims, including any claims or expenses with respect to
the resolution of any data security breaches/ or incidents, together with all reasonable costs and
expenses (including attorneys’ fees) directly arising out of (A) the negligence or other wrongful
conduct of the Medeo, its agents or employees, or (B) Medco’s breach of this Agreement,
provided as to (A) or {(B) that (i) Medco shall have been notified promptly in writing by the
SPONSOR of Delaware of any notice of such claim; and (i) Medco shall have control of the
defense of any action on such claim and all negotiations for its settlement or compromise,
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12.3.

124,

12.5.

12.6.

12.7.

Medeo’s obligation to indemnify SPONSOR or any other person or entity under this Section 12
with respect to a SPONSOR claim shall be reduced to the comparative extent that such SPONSOR
claim results from acts or omissions constituting negligence, bad faith, willful malfeasance, or
reckless disregard or breach of any representation, warranty, covenant, or other obligation of
SPONSOR in this Agreement. Medco shall not be liable for any loss, injury, penally, (ines or
damage resulting from any failure of SPONSOR, its agents, or assigns, to meet its obligations to
Medco under this Agreement or under Jaw.

Medco will maintain, during the term of this Apreement, professional lability coverage with
limits not less than $5,000,000 per ocourrence and $20,000,000 in the aggregate per policy year,
The Certificaie of Insurance and/or copies of the insurance policies shall be filed with the
SPONSOR.

Except as provided in Section 12.3above, neither Medco nor any subsidiary, affiliate, or any of
their respective direstors, officers, or employees, will be responsible for any actions resulting from
the provision of or failure to provide pharmaceutical goods or services or any other action or
failure to act by any retail pharmacy, pharmaceutical manufacturer, or other pharmaceutical
providers in connection with this Agreement,

The liability of Medco to SPONSOR for any negligent or willfl misconduct by Medeo will be
limited to the per occurrence liability insurance amount specified in this Section 12.4. No such
limitation on Medco’s liability will 2pply to any Actions brought against Medgo by an Eligible
Person.

Medeo or SPONSOR wiil not be liable to each other for incidental, consequentiaf, punitive,
special, or exemplary damages.

13. EXCLUSIVITY

Medco will be the exclusive provider and administrator of PBM Services to SPONSOR 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.

14, MARKET CHECK

14.1

381499.5
(06/13/11)

During the second quarter of the second Contract Year, SPONSOR may conduct a market check with
the assistance of an independent pharmacy benefit management consultant to verify that the Program
Pricing Terms are competitive to the pricing ferms and conditions then available in the market, as
measured on the total, aggregate basis of such pricing terms, and as described herein (“Market Check”),
The Market Check will compare the total, aggregate value of the program pricing terms, using the most
recent and available twelve months of data, with the total, aggregate value of the progrm pricing terms
then availgble in the market for similar services to plan sponsors having the same or similar
characteristics as SPONSOR, as detailed below. Each such comparison will be based on the specific,
total, aggregate value of the program pricing terrus offered by a single vendor to 4 single plan , and not
individual or the best price points available from multiple vendors or a single vendor to muitiple plans
having the following characteristics: (1) the same or smaller number of ¢covered lives and the same or
smaller total amount of drug spend, (2) the same state or sales region, and (3) the similar features of all
of the following: plan designs, pricing structures (e.g., pass-through or traditional pricing models),
contract term lengths, and drug utilization. Moreover, similar plan design features inchude, by way of
illustration, but not by limitation, copay/coinsurance structure, formulary type and rules, use of an
integrated retail and mail order pharmacy program, mail penetration rate, generic dispensing rate, size
of retail pharmacy network, type of specialty pharmacy program (e.2., exclusive or non-exclusive) and,
if available, demographics {including the size of the active employees versus retiree population).
Comparison of the program pricing terms will include, but not be limited to, the mail and retail
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14.3

pharmacy pricing for Brand Name Drugs, Generic Drugs and Specialty Drugs (taking into account
puaranteed values), administrative fees, allowances, other financial guarantees, rebates, all in aggregate,
together with consideration of the relevant definitions, such as those for brand name drug and generic
drug, and the pricing benchmark and source,

A copy of the Market Check report prepared by the consultant (the “Report”} will be submitted to both
SPONSOR and Medco. Upon Medco’s request, SPONSOR and/or the consultant will provide Medco
with a list of the speeific, individual clients used for the comparison (such list may be provided on a
blinded basis) and such list will show on an individual client basis a comparison of each of the factors
delinented above, Consultant will also provide a reasonably defailed description of the methods and
assumptions used in the analysis including but not limited to any such methods and assumptions
relating to the caleulation of the individual pricing components and the net plan costs {defined as
ingredient costs, plas dispensing and administrative fees, minus sponsor rebates, and
copayments/coinsurance) (Net Plan Costs™),

Medco will provide its comments to SPONSOR and the consultant within fifteer: (15) business days of
receipt of the Report. If the Report indicates that market conditions would yield a savings in Net Plan
Costs of more than 2%, then the perties shall negotiate in good faith a modification to the Program
Pricing Terms. The agreed upon revised Program Pricing Terms will become effective on the first day
of the Contract Year following the issuance of the Report or sixty (60) days following a filly executed
amendment or agreement reflecting the revised program pricing terms and amy other applicable
provisions of the Agreement, whichever is later. Each party shall be responsidle for its own costs
related to the Market Check.

15. GENERAL

15.1.

152

3§1499.5
(06/13/11)

Independent Contractor - The relationship between Medco and SPONSOR will sololy be that of
independent coniractors engaged in the operation of their own respective businesses.

Assigament

15.2.1 Any attempt by Medco to assign or otherwise transfer any interest in this Agreement
without the prior written consent of the SPONSOR shall be void, and such consent shall
not be unrcasonably withheld; provided, however, that services to be performed by
Medco hereunder may be performed by its subsidiaries, affiliates, divisions and/or

designees.

15.2.2 Other than graphics, printing, and mailing, and other non-core services, no cote services
specified by this Agreement shall not be subcontracted by Medeo, without prior written
approval of the SPONSOQR, The SPONSOR approves the subcontracting of the
following services: call center to APAC Teleservices, Inc., discase management program
to Healthways, and paper claim processing to ACS (Affiliated Computer Services). The
duties and obligations of the parties will be binding upon, and inure to the benefit of,
successors, assigns, or merged or consolidated entitics of the partics. Approval by the
SPONSOR of Medco's request to subcentract or acceptance of or payment for
subcontracted work by the SPONSOR shall not in any way relieve Medeo of
responsibility for the professional and technical accuracy and adequacy of the work, All
subcontractors shall adhere to all applicable provisions of this Agreement,

15.2.3 Medco shall be and remain [iable for zll damages to the SPONSOR caused by negligent
performance or non-performance of work under this Agreement by Medeo, ils

subcontractor or its sub-subcontractor. The compensation due shall not be affected by the
SPGNSOR's approval of Medco’s request to subcontract,
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15.4.

15.5.

15.6.

15.7,

15.8.

381499.5
(06/13/11)

No Third-Pacty Beneficiary - This Apgreement has been entered into solely for the benefit of
SPONSOR and Medco, and i3 nof intended to create any legal, equitable, or beneficial interest in
any third parly or o vest in any third party any interest as to enforcement or performance,

Notices - All notices required under this Agreement will be in writing and sent by certified mail,
retun receipt requested, hand delivery or ovemight delivery by a nationally recognized service
addressed as follows:

If to SPONSOR: The State of Delaware
Statewide Benefits, Office of Management and Budget
500 W, Loockerman Street, Suite 320
Dover, DE 19904
Attention: Brenda Lakeman, Director

If to Medco: Medco Health Solutions, Inc.
100 Parsons Pond Drive
Franklin Lakes, NJ 07417
Attention: Elizabeth Ferguson
Vice President and Assistant General Counsel

Amendments - This Agreement may be amended only in writing when signed by a duly
authorized representative of each patty.

Finangial Responsibility - If Medco has reasonable grounds to believe that SPONSOR may not
meet its payment obligations under this Apreement as they become due, Medeo may request
information and/or reasonable assurances (including a deposit) from SPONSOR as to its financial
responsibility. If the information or assurances are not furnished to Medco within five (5) days, or
are not satisfactory in Medco's reasontable judgment, Medeo may immediately terminate this
Agreement, or sugpend performance pending receipt of the requested information or assurances.

Plan Desipn - The Program Pricing Terms set forth in this Agreement are based upon the Plan
Designs, Minimum Enrollment, information/data provided by SPONSOR during or after the
proposabTenewal process , and Program specifications agreed (o between the parties as reflected in
this Agreement and as otherwise hereafier agreed to by the pariies in writing. ‘The Frogram
Pricing Terms are also based upon SPONSOR funding 50% or greater of the costs of Covered
Drugs for its Eligible Persons. Any modification of the Plan Design or Program specifications,
failure to maintaie Minirnum Enrollment, changes in the information/data provided, or inclusion
of Eligible Persons or Groups with Covered Drugs funded less than 50% by SPONSOR. may result
in a modification by Medco of the Program Pricing Terms retroactive to the dafe of the
change/ovent. SPONSOR will provide Medoo with af least sixty (60) days’ prior notice of
approved Plan Design changes. When administering the dissemination of Plan Design changes to
Eligible Persons as requested by SPONSOR, Medco will provide Eligible Persons with prior
notice of such changes as mutually agreed upon by SPONSOR and Medeo. 1If the number of
SPONSOR's Eligible Persons eligible for Medicare is materially reduced or eliminated for any
reason, Medco may communicate with those persons al Medeo's expense regarding Part D
options, including Medeo Part D services, aud the Program Pricing Terms may be modified to
reflect the reductior or elimination,

Interpretation of Plan - SPONSOR will not name or represent that Medco is, and Medco will not
be, a Plan Administrator or, cxcept as specifically set forth in this Section, a fiduciary of any
prescription drug bemefit plan (the “Plan™), and the regulations promulgated under ERISA.

SPONSOR. will have complete discretionary, binding, and final authority to construe the terms of
the Plan, to interpret ambiguous Plan language, to make factual determinations regarding the
payment of claims or provisions of benefits, to review denied claims and to resolve complaints by
Eligible Persons.
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15,10

15.11.

15,12,

381469.5
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Notwithstanding the foregoing, SPONSOR delegates to Medeo the limited autbority and
discretion solely to undertake administrative and/or clinical initial determinations, first-level,
second-fevel and urgent appeals of claims cligibility and benefit applications determinations filed
by Eligible Persons with SPONSOR’s Program. Medco will process and determine all filed
administrative and/or clinical first-level, second-level and urgent appeals under the procedures and
within the time frames specified in the Department of Labor claims processing regulations, 29
C.FR. § 2560.503-1 (the “Claims Procedure Regulations™). For this purpose, Medeco agrees that it
shall be the appropriate named fiduciary in accordanee with Section 2560.501-1(h) of the Claims
Procedure Regulations, Medco’s decisions will be conclusive and binding and not subject to
further review by SPONSOR. If, however, with respect to a claim or appeal, any of the duties,
whether delegated to Medco or not, are assumed or acted wpon by SPONSCR, or by any agent or
vendor of such entity { ez utilization management vendor), then Medco will not have any
fiduciary duties or discretionary authority with respect to ¢laim or appeal, and SPONSOR will be
deemed to have such fiduciary duties and discretionary authority and will be solely liable for claim
or appeal. Notwithstanding the services of Medco under this Section, all decisions concerning the
rendering of health care services are determined by the Eligible Person’s physician, hospital or
other health care provider and the Eligible Person.

Taxes and TPA SPONSOR is a soversign entity, and shall not be liable for the payment of
federal, state, and locat sales, use and excise taxes, including any interest and penalties from any
related deficiency, which may become due and payable as a consequence of this Agreement. Any
applicable sales, use, or other similarly assessed and administered tax imposed on items dispensed,
or services provided hereunder, or any other amounts Medsco may incur or be required to pay
ariging from or relating to Medco’s performance of services as a third-party administrator in any
jurisdiction, will be the sole responsibility of SPONSOR or its Eligible Persons. If Medco is
legally obligated fo collect and remit sales, use, or other similarly assessed and administered tax in
a partoular jurisdiction, or to imcur or pay any amount relating to third-party administrator
services, the tax or other amount will be reflected on ihe applicable invoice or subseguently
invoiced at such time as Medco becomes aware of such obligation or as such obligation becomes
due.

Governing Law - This Agreement will be construed and governed in accordance with the laws of
the State of Delaware, except when federal law has precedence. However, all matters relating to
the Mail Order Pharmacy Program operations of Medeo will be governed by the laws of the state
in which Medco’s mail order pharmacy is located, Medco consents to the exclusive jurisdiction
and venue of the courts of the State of Delaware,

Non-Appropriation_of Funds - Validity and enforcement of this Agreement is subject to
appropriations by the General Assembly of the specific funds necessary for contract performance.
Should such funds not be so appropriated the SPONSOR may inunediately terminate this
Agreement, and absent such action this Agreement shall be terminated as to any obligation of the
SPONSOR requiring the expenditure of money for which no specific appropriation is available, at
the end of the last fiscal year for which no appropriation is available or upon the exhaustion of
fonds.

Notwithstanding any other provisions of this Agreement, this Agreement shall terminate and the
SPONSOR’s obligations under it shall be extinguished at the end of the fiscal year in which the
SPONSOR fails to appropriate monies for the ensuing fiscal year sufficient for the payment of all
amounis which will then become due.

Enforceability ~ I any tenn or provision of this Agreement is found by a court of competent
jurisdiction to be invalid, ifiegal or otherwise unenforceable, the same shall not affect the other
terms or provisions hereof or the whole of this Agreement, but such term or provision shall be
deemed modified to the extent necessary in the court’s opinion to retider such term or provision
enforceable, and the rights and obligations of the partics shall be construed and enforced
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15,14,

15,15,

15,16.

15.17.

15.18.

15.19,

15,20,

15.21.

15.22.

15.23.

3814995
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accordingly, preserving to the fullest permissible extent the intent and agresments of the parties
herein set forth,

Section Headings - Scotion headings are inserted for convenience only and will not be used in
any way te construe the terms of this Agreement,

Waiver - The waiver of any breach or violation of any term or provision hereof will not constitute
a waiver of any subsequent breach or violation of the same or any other term or provision. No
waiver or relinquishment by a party of arty right or remedy under this Agreement will occur unless
the waiver or relinquishrnent is in a written document signed by an officer of the party.

Approvals - Whenever approval of any party is required vader this Agreement, such approval will
not be vnreasonably withheid.

Organization - Fach party is duly organized, validly existing and in pood standing, and has the
power to own its property and to carry on its business as now being conducted by #, Medeo and
all sub-contractors represent that they are properly licensed and authorized to transact business in
the State of Deiaware as applicable and provided in 30 Del. C. §2502,

Authorization - The execution and delivery of this Agreement and the consummation of the
transactions contemplated herein on its part, has been duly authorized by all necessary action by

each party.

No Conflict of Interest or Other Restricifons - No party has a conflict of interest which would
impact its ability to perform fairly its obligations under this Agreement, and no party is subject to
any restrictions, contractual or otherwise, which prevent or would prevent it from entering into
this Agreement or carrying out its obligations hereunder,

No Vioiation - Neither the execution and delivery of this Agreement nor the consummation of the
transactions comtemplated hereby will be o violation or default of any term or provision of the
party’s governance documents (e.g., its certificate of incorporation or bylaws or operating
agreement) or of any material contract, commitment, indenture, or other agreement or resiriction
to which it is a party or by which it is bound.

Binding Fffect - This Agreement has been duly execufed and delivered by each party, and is a
valid and binding cobligation of each party, enforceable against such party in accordance with its
terms, except 10 the extent that the enforcesbility thereof may be limited by applicable bankruptey,
insolvency, reorganization, mofatorium or similar laws affecting creditors’ rights generally and
general principles of equity. ‘

Original_Agreement/Counterparts - The parties will execute two identical originals of this
Agreement. Each parly will retain one of the originals. This Agreement may be executed in onc

or more sounterparts, any one of which need not contain the signatures of more than one party, but
all counterparts taken together will constitufe one instrument,

Public Announcement - Except as required by law or regulation, neither party will make any
public announcement nor issue any press release relating to this Agreement without the written
consent of the other party. This provision does not restriot either party from submitting necessary
or appropriate filings with the SEC.

Dispufe Resolution. Except for those matters subject to emergent or injunctive relief, in the event
that any dispute relating fo this Agreement arises between SPONSOR and Medeo, either party
may, by written notice, demand & meeting regarding the dispute, to be attended by exccutive
officers of each party, who will attempt in pood faith to resolve the dispute. If the dispute cannot
be resolved through exccutive negotiations within thirty (30) business days after the date of the
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15.24.

1525,

15.26.

15,27,

15.28.

15,29,

381499.5
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initial notice, each party will retain all rights to bring an action regerding such matter in
accordance with law.

Entive Apreement - This agreement and its Schedules shall constitute the entire agreement
beiween the SPONSOR and Medeo with respect to the subject matter of this Agreement and shatl
not be modified or changed without the express written consent of the parties, The provisions of
this agreement supersede all prior oral and written quotations, communications, agreements and
understandings of the parties with respect to the subject matter of this Agreement,

If the scope of any provision of this Agreement is too broad in any respect whatsoever to permit
enforcement to its full extent, then such provision shall be enforced to the maximum extent
permitted by law, and the parties hereto consent and agree that such scope may be judicially
modified sccordingly and that the whole of such provisions of the Agreement shall not thereby
fail, but the scope of such provision shall be curtailed only to the extent neccssary to conform to
the law,

Any contlict or inconsistency between the provisions of the following docurents shall be resoived
by giving precedence to such documents in the following order: (a) this Agreement {including any
amendments or modifications thersto); and (b) the SPONSOR’s reguest for proposals, dated
Qctober 1, 2010 (“RFP™). The RFP is specifically incorporated into this Agreement and made a
part hereof.

Construction - SPONSOR end Medco have participated jointly in the negotiation of this
Agreement, and each has had the advice of legal counsel to review, comment upon, and draft this
Apreement, Accordingly, it is agreed that no rule of construction shall apply against any party or
in favor of any party, and any unceriainty or ambiguity shall not bo interpreted apainst any one
party and in favor of the other.

Survival « The provisions of Section 7.33, Billing/Payment, Section 9, Coufidentiality, ,and
Section 12, Indemnification, and the last sentence of Section 10.1, Temn of Agreement will
survive the terrination of this Agreement.

CompHance with Law — Medeo will comply with all applicable federal, state and focal laws and
regulations related to the performance of its services under this Agreement. Medco reserves the
right to seek an equitable adjustment in the Program Pricing Terms to the extent, if any, there is &
change in law that has a material impact on the economics or provision of Services under this
Agreement. In addition, Medco and SPONSOR shall take afl 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 SPONSOR’s Groups. Medeo’s Code of Conduct
and its policies and procedures relating to compliance with the above-named laws are available at
www.medcohealth com/medgo/corporate/home.jsp by clicking on the Tuvestors tab and then the
Corporate Governance link.

Nondiserimination. Medco agrees that it will not discriminate against any employee or applicant
for employment because of rage, ereed, color, sex, or national origin, Medco shall comply with all
federal and State laws, regulations and policies pertaining to the prevention of discriminatory
employment practices. Failure to petform under this covenant constitutes 2 material breach of
contract.

Termination; Funding Out. The continuation of this Agreement iz dependent upon the
continuing availability of funds sppropriated by the General Assembly of the State that are
available for expenditure under this Agreement; accordingly, this Agreement may be temminated
on. the earlier of (i) the first day of the first fiscal year of the State for which no such funds will be
appropriated or otherwise made available, or in which no funds are available for purposes of this
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Agreement; or (i), upon the exhaustion of previously appropriated or available funds. In such
circumstances the SPONSOR may terminate this Agreement by giving Medco written notice of
such nonappropriation or unavailability of funds. Al payment obligations of the SPONSOR will
cease upon the date of termination specified in such notice. Notwithstanding the foregoing, the
SPONSOR agrees i) not to offect termination of this Agreement under this provision, if funds are
available for this or functionally similar services, and (i) to use reasonable efforts to obtain
approval for necessary funds to continue this Agreement by taking appropriate actions to request
adequate funds for such purpose. I a notice of termination is given by the SPONSOR hereunder,
the SPONSOR’s obligations o pay any amounts duc or to perform any covenanis requiring or
resulting in the expenditure of money are expressly limited to the extent of the specific
appropriations made to fund this Agreement, and nothing in this Agreement shall be construed as
creating any monetary obligation on the part of the SPONSOR or the State beyond the amount set
forth in this sentenca,

15.30. Ymproper Solicitation or ¥ees. Medco warrants that ne person or selling agency has been
employed or retained fo solicit or secure this Agreement upon an agreement or understanding for a
comimission, or a percentage, brokerage or contingent fee. For breach or violation of this warranty,
the SPONSOR shall have the right to annul this contract without liability or at its discretion deduct
from the contract price or otherwise recover the full amount of such commission, percentage,
brokerage or contingent fee.

1531. Moedeco will make available to SPONSOR within fifteen business days from its filing of its 10-Q
ard 10-K SEC filings the legal proceedings section for SPONSOR'S review,

IN WITNESS WHEREQF, the parties have executed this Agreement on the date indicated below.

MEDCO HEALTH SOLUTIONS, INC, THE STATE OF DELAWARE
OFFICE OF MANAGEMENT AND
BUDGETF

BY: . BY:;. -

NAME: )

e — e et gAY

TITLE: Director, Statewide Benefits
DATE; é[g%i L

381499.6 {06/13/11)
PERMFORM 26456.29 (02/04/11) gsm
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SCHEDULE C

MEDICARE PART D
PRESCRIPTION DRUG PROGRAM
EMPLOYER SUBSIDY SERVICES

1.  DEFINITIONS

“Qualifying Covered Retiree™ means an Eligible Person who is inactive, eligible for Medicare, and
qualifies for the CMS 28% tax-free Subsidy under CMS regulations, 42 C.F.R. Section 423.880 et seq., and
guidance, as determined and communicated by SPONSCR to Medco and verified by CMS.

“Part I Subsidy Scrvices™ means those portions of the Base Part D Subsidy Services set forth in the
attached Exhibit B that are selected by SPONSOR as reflected in the pricing terms attached as Exhibit A
and, to the extent of SPONSOR’s election indicated in Txhibit I3, Optional Part D Subsidy Services. Base
Part I Subsidy Services and Optional Part D Subsidy Services are described in xhibit B,

Unless otherwise defined in this Amendment, all terms with initial capitals shall have the meapings
assigned to those terms in the PBM Agreement or, if applicable, the CMS regulations at 42 CFR 423.880 e
sedq.

2.  CMS REQUIRED PROVISIONS

2.1 Medeo will perform the services described in Exhibit B as selected by SPONSOR and
memorialized in the attached Exhibit A pricing terms. Medco will participate in SPONSOR’s
Medicare Qualified Retiree Prescription Drug Plan, and its activities will be consistent and comply
with SPONSOR’s obligations as a Sponsor under 42 CER 423,880, 423.8582, and 423.884{c)(3).

2.2 Medco and SPONSOR will abide by all applicable Federal and State laws and regulations and
CMS guidance related to the Part D Subsidy program. 42 CFR § 423.884(c¢)}3)(i). SPONSOR
and Medco acknowledge that the information provided in connection with this Amendment is used
for purposes of obtaining Federal funds. 42 CFR §423.884(c)(3)(iii).

2.3 To the extent applicable to the Part D Subsidy Program, Medco wiil make its books and other
records available in accordance with 42 CFR § 423.888(c), which gives HIIS, the Comptroller
Gleneral or their anthorized degignees, the right to inspect. SPONSOR, and to the extent
applicable Medeo, shall maintain the following records for six () yenrs after the expiration of the
plan year in which the costs were incurred or longer in the event of (or if SPONSOR should know
that the records are subject to, and inform Medco in writing of) an ongoing investigation, litigation
or pegotiation involving civil, administrative or eriminal liability, in accordance with 42 CFR §
423.888(d)(1) through (3): reports and working documents of the actuaries who wrote the
attestation submitted in accordance with 42 CFR § 423,884(a); all documentation of costs incurmed
and other relevant information utilized for calculating the amount of the Subsidy payment
inciuding the underlying claims data; any other records specified in applicable CMS guidance,

3. PRICING

The Pricing Terms for the provigion of Past D Subsidy Services as set forth in Exhibit A,

4. MEDCO OBLIGATIONS

381499.5 42
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Medco shall, upon request, provide SPONSOR the Part D Subsidy Services set forth in Exhibit B as
selected by SPONSOR and memorialized in the pricing terms set forth in Exhibit A, except 2s may be
modified by the parties in writing. SPONSOR, acting on behalf of the Plan, authorizes Medco to use and
disclose Protected Health Information fo perform Part 3 Subsidy Services and assist the Plan in complying
with its obligation to disclese information to CMS as necessary to enable SPONSOR to claim the Subsidy.
Subject to the information provided by Sponser, Medceo shall provide accurate data, Medeo shall ensure
that any disclosure of information pursvant to this Amendment complies with (or is exempt from) the
requirsments of the Health Insurance Portability and Accountability Act concerning data security and the
diselosure of protected health information,

5. SPONSOR OBLIGATIONS

5.1

5.2

5.3

54

5.5

5.6

SPONSOR shall provide CMS and Medco with the eligibility file with the Qualifying Covered
Retirees. Medco shall collect from CMS and remit to SPONSOR the verifications of eligibility by
CMS for the Qualifying Covered Retirees. SPONSOR shall provide Medco with periodic updates
to the Qualifying Covered Retiree cligibility file, as required by CMS. Medco shail have no
involvement with, nor responsibility for, the eligibility determination, SPONSOR is also
responsible for claims of Eligible Persons, even if it is later determined that such claims are niot
eligible for the Part D Subsidy. SPONSOR reserves the right to detenmine for which enrollee
populations SPONSOR. will apply for the Subsidy, SPONSOR shall elect to submit the updates to
CMS on a menthly or quarterly basis, consistent with applicable CM$ directives.

Upon SPONSOR’’s request, Medco shall submit to CMS the initial Qualifying Covered Retivee
eligibitity file for calendar year 2006 and necessary informnation. Thereafler, for subsequent years,
SPONSOR shall provide the eligibility file to Medco no later than fifteen {15) business days prior
fo the date the submission is due to CMS. SPONSOR acknowledges that for those subsequent
years, initial submisston may be due to CMS at least 90 days before the start of the plan vear.

SPONSOR has not delegated to Medco the responsibility for filing an actuarial equivalence
attestation with CMS, in accordance with CMS directives. SPONSOR acknowledges that CMS
has required the actuarial attestation to be submitted to CMS on the date SPONSOR’s Subsidy
application is filed with CMS.

SPONSOR acknowledgey that it is required to submit an application for the Subsidy to CMS on an
annual basis. If this Amendment is renewed for subsequent term{s}, SPONSOR skall provide an
updated eligibility file with the Qualifying Covered Retirees and all necessary information to
Medeo at least fifteen (15} business days befors the application is due to CMS for each subsequont

year.

SPONSOR acknowledges that deviation from the requirements in this Section 5 and CMS
requirements may result in noncompliance that will affect SPONSOR’s eligibility for the Subsidy.

SPOMSOR shall reasonably cooperate with Medeo in providing any information required to be
submitted to CMS or necessary for any submission to CMS. SPONSOR acknowledges that
information provided to Medco in connection with the Program may affect the caleulation of CMS
payments to SPONSQR and that inaccuracies 1o CMS in such information may result in Federal
civil action and/or ¢riminal prosecution, SPONSOR agrees that ali of the information it will
submit fo Medco in connection with the Program shall be accurate, complete, and truthfil, and
shall indemnify Medco for any claims resulting from its failure to do so.

6. BILLING/PAYMENT

All invoices will be issued by Medeo and paid in full by SPONSOR in accordance with the terms for
payrent of administrative fee invoices contained in the Billing/Payment section of the PBM Agreement,

381499.5
(06/13/11)

43

ot

oy
e



10.

TERM OF AGREEMENT FOR PART D SUBSIDY SERVICES

This Amendment for Part D Subsidy Services will remain in effect from the Effective Date through the end
of the PBM Agreement. Notwithstanding the issuance of any termination notice, Medco agrees to continue
to render services hereunder and SPONSOR agrees to pay for services of Medco in accordance with the
terms of this Amendment while this Agreement is in force, Notwithstanding any other provisions to the
contrary in this Amendrment, this Amendment shall automaticaily terminate in the event and on the date
that SPONSOR's status as a Sponsor under 42 CFR 423.880 et seq. terminates,

[RESERVED]

PLAN DESIGN

The Pricing Terms set forth in Exhibit A of this Amendment are based upon the Part D Subsidy Services,
CMS regulations and guidance as of August 1, 2010, and Program specifications as reflected in this
Amendment. Any modification of the CMS regulations or guidance, or Program specifications, may result
in a modtfication by Medco of the Pricing Terms retroactive to the effective date of such medification.

SURVIVAL

The provisions of Sections 2 (CMS Provisions), and 4.1 (to the extent of the disclosure of Protected Health
Information),will survive the termination of this Amendment.

The terms and conditions set forth hergin for the provision of Part I Subsidy Services are supplemental io the terms
and conditions of the PBM Agreement and, as such, aif terms and conditions of the PBM Agresment shall remain in
full force and effect,

381499.5
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Exhibit B to Schedule C
DESCRIPTION OF PROGRAM SERVICES FOR
PART D SUBSIDY SERVICES

1.  BASE SERVICES

Base Services consist of the following:

1.1 Application Sunport

Medco's application assistance includes;

a. reviewing the Retiree Drug Subsidy Plan Spensor application upon its release by CMS and
providing guidance and .cesponsibility determination between Medoo and SPONSOR for its
completion;

b. assisting SPONSOR with appropriate language for use in the application,

¢, providing the appropriate claims information or other information required by the application;
and

d. providing a template work plan which will include installation and implementation guidelines.

1.2 Eligibility Updates, CMS Subsidy Interface and Billing

1.2.}  Eligibility. CMS requires Plan Sponsors to submit Qualifying Covered Retiree eligibility
updates on a monthly basis to keep an aceurate account of Subsidy-eligible snrollees..
Upon SPONSOR’s request, Medco will perform the following eligibility and CMS
interface functions:

1.2.1.1 Medceo will serve as the eligibility update interface between SPONSOR and
CMS, provided, however, that {i) in the event SPONSOR has entered into a
Voluntary Data Sharing Agreement (VDSA) with CMS, that VDSA will not be
used for Part ) Subsidy Services, nor (ii) SFONSCR. does not require the
consolidation of multiple eligibility files from- multiple third party vendors.

1.2,1,2  Upon receipt of the Subsidy eligibility determination by CMS, Medeo will
provide SPONSOR with a control feedback file. SPONSOR wiil make the
appropriate revisions to their eligibility file and return the file to Medco,
including any directions for transferring members determined to be ineligible by
CMS into a new group, if required.

1.2.1.3 Medco will provide SPONSOR with a proposed revised eligibility record layout
that includes new fields for Medicare HIC numbers, a Medicare-eligible
indicator, and a Qualifying Covered Retiree indicatox.

1.2.14 SPONSOR will confirm the accuracy of the revised eligibility lay out prior to
providing this information back to CMS. Social Security numbers, dates of
hirth, member names, addresses, and relationships to the member (member or
spouse) must also be provided to CMS. SPONSOR must ensure that all of the
required data elements are populated and sent to Medco, In the event SPONSOR
(1) has entered into and will use a VDSA with CMS for services under this
Amendment, or (ii) requires the consolidation of multiple eligibility files from
multiple third party vendors, Medeo will not provide the eligibility update
interface.

381499.5 46
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12,2 Billing. To the extent requested by SPONSOR, Medco will prepare and transmit to CMS
via mainframe, the Part D Subsidy billing package, which will contain both sumumary and
detailed per retiree information: for the Part D Subsidy, Medco will caleulate the
allowable gross costs and associated Subsidy amount (net of any rebates received by
Medco on behaif of SPONSOR’s membership, regardless of the rebates paid by Medco to
SPONSOR, adjusted for anaual financial guarantees, if any), and provide the information
to SPONSOR for approval and payment request to CMS.

12.3  Medco offers SPONSOR the option of a menthly, quarterly, interim annual or, if
SPONSOR does not use 2 VDSA with CMS for Part D Subsidy Services, annual billing
cycle (assuraing CMS continues to allow these options). The annual hilling option is not
available if SPONSOR has a VDSA in effect with CMS. SPONSOR shall advise Medeo
at the time of the application, if it wishes to receive payments from CMS on o monthiy,
quarterly, interim annual or annual basis so that Medco may prepare submissions
accordingly. The monthly and quarterly options will utilize estimated rebates to calculate
the Subsidy amount, wherens the annual option will utilize actual rebates camed and
certain annual guarantees deemed to be price concessions. As estimated rebates will be
utilized for monthly, quarterly, and interim annual Subsidy fitings, Medco will caleulate a
rebate and annual guarantees deemed to be price concession “irue up” to adjust the
Subsidy billing according to actual rebates as required by CMS no later than 15 months
after the end of the Plan year, [fSPONSOR wishes to challenge specific CMS eligibility
or payment determinations, it will be responsible for filing appeal with CMS.

L24  Medco’s Subsidy billing services can only be ntilized (i) if Medco manages the eligibility
interface with CMS, or, (ii) in the event SPONSOR has entered into and uses a VDSA
with CMS for services under this Amendment, or SPONSOR requires the consolidation
of multiple eligibility files from multiple third party vendors, if SPONSOR provides
complete and accurate eligibility information, including Qualifying Covered Retirees
eligibility, the Subsidy eligibility period applicable to those Retirees, and CMS
verifications, to Medco, The Subsidy billing process relics on knowing for which
individuals SPONSOR can collect the Subsidy. SPONSOR shall be solely responsible
for actual approval and submission via the CMS Drog Retiree Drug Subsidy (“RDS”)
website of the data.

1.3 Member Communications Template Langunage

Medco will provide SPONSOR with sample member communication language 10 use with
Medicare-¢ligible populations. Production support and mailing of these commuaications are
subject to an additional fee. Medco will provide template member communication langnage for
the following member communication materials:

a. Notice of Creditable Coverage letter (upon release of CMS guidance)

b. Quarterly Newsletter Articles

¢. Frequently Asked Questions (FAQs) and their corresponding responses to be used in inember
communications or CSR_ fraining

d. Medicare Part D specific content for benefit materials, “Welcome Kits™, and Open
Enrollment campaigns

* If Medeo currently provides Welcome Kits under the PBM Agreement, Medeo will continue to
do so under current contract provision. This refers only to Medicare-specific content,

381499.5 47
(06/13/11)




2. SECONDARY SERVICES

To the extent requested by SPONSOR, Segondary Services include the following: Submission to the True.
Out of Pocket (“TrQOP™) facilitator, of TrOOP costs for the secondery claims of SPONSOR’s enrolless

enrolled i Part D.
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SCHEDULE D

MEDICARE PART B PROGRAM

This Schedule sets forth the terms and conditions pursuant to which Medeo Health Solutions, Inc. and certain of its
subsidiaries (*Medco™) will provide a program (the “Part B Program™} to facilitate benefits coordination for
SPONSOR and its Eligible Persons that are entitled to receive primary coverage for Medicare Part B drugs/supplies
pursuant to this PBM Agreement (the “Agreement™).

1. Medco Mail Service. If SPONSOR clects to enroll in the Meil Service component of the Medicare Part B
Program then for Medco mail service prescriptions for certain Medicare Part B eligible drugs and supplies {each
a “Part B Eligible Drug/Supply”) for Eligible Persons covered under Medicare Part B as primary (“Part B
Eligivle Persons™), Medco will promptly forward prescription information to a Medco subsidiary that is a
licensed Medicare Part B provider. Such Medco subsidiary will dispense the Part B Eligible Drug/Supply and
submit the claim to CMS for Part B reimbursement. Upon CMS reimbursement of a ¢laim, Medco will submit
the prescription for any outstanding amount due under secondary coverage adjudication according fo
SPONSOR’s plan rules for Medicare Part B COB, including Part B Eligible Person Copayment /Coinsurance,
as applicable.

2. Retail. For Part B Eligible Drug/Supply prescriptions presented at Participating Pharmacies, Medco wiil
provide electronic messaging to Participating Pharmacies to reject coverage for the prescription (subject to
pharmacy override) and cominunicate the availability of Part B coverage at the Participating Pharmacy point-of-
sale. Medco will maintain a list of the Part B Eligible Drugs/Supplies to idemtify prescriptions that will include
the point-of-service messaging,

3. Communications, Medco will provide an initial announcement letter and will coordinate with SFONSOR to
educate Part B Eligible Persons about the Part B Program, The Part B Program may include communications
by Medeo with Part B Eligible Persons and/or physicians in connection with the operations of the Part B
Program, and/or the compilation of any data necessary in order to file claims with CMS for reimbursement,
SPONSOR i respensible for informing ite Part B Eligibie Persons of any changes in their plan benefit.

4. [Hdcntification of Part B Eligible Members. SPONSOR will identify the Part B Efigible Persons to Medco in
accordance with SPONSOR’s standard eligibility data sent to Medeo. Medeo will use and rely on this
information to identify those Part B Eligible Persons who are receiving Part B Eligible Drugs/Supplies.

§. Fees and Reports. SPONSOR will pay Medco {i)M
request forwarded to the Medco subsidiary that is a ticensed Part B provider if SPONSOR elects to ensell in the

Mail Service component of the Medicare Part B Program, and (ii

message at point of sale for a Part B Eligible Drug/Supply. SPONSOR shall also pay Medco for postage, on
the announcement letter, and any customization of the announcement [cttor shall be subject to an agreed-upon
fee. The Part B Program fees will be included in SPONSOR’s Administrative Fee invoice as set forth in the
Agreement. Medco will provide SPONSOR with a quarterly report listing the savings realized by SPONSOR
for such period based on the Part B Program,

6. XYermination, Either party reserves the right to terminate this Part B Program upon 60 days written notice to
the other party with or without cavse.
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SCHEDULE &

PERFORMANCE STANDARDS AND PENALTIES

The following performance standards will apply during the term of this Agreement:

CONFIDENTIAL
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STATE OF DELAWARE REPORT SCHEDULE

File Name: Master Report List FINAL.xls
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ACCOUNT TEAM SATISFACTION SURVEY
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SCHEDULE F

Letter Regarding Enhanced Reviews and Appeals
as required by
Section 2719 of the Public Health Service Act
for SPONSOR’s Non-Grandfathered Groups
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Medco Health Soluttens, Inc,
100 Parsons Pond Drive
Frankitn Lakes, N) 07417

medco

April 18,2011

Ms, Brenda Lakeman, Director, Statewide Benefits Office
Statewide Benefits, Office of Managercent and Budget

500 W, Loockerman Street, Suite 320

Dover, DE 19904

Dear Brenda:

This letter will confirm the decision of the State of Delaware (*Spousor”) concerning its and Medco Health
Solutions, Iiic.'s ("Medco’s™) roles and responsibilities in support of Sponsor’s complisnce with the regulations
promulgated under Section 2719 of the Public Health Service Act governing intersial claims and appeals and
external review processes (the “Claims and Appesls Regulations').

Under the Claims and Appeals Regulations, certain spensors of benefit plans are required to provide
enhanced reviews and appeal processes. Medeo will comtinue to provide the reviews and appeals management
services provided in our agreement for pharmacy benefit services (the “PBM Agreement”) in compliance with such
reguiations, including but not limited to the new shortened timeframes for benefit determinations involving urgent
care,

To facilitate Sponsor's meeting its obligations under the Claims and Appeals Reguiations regarding
external review processes, and otherwise to meet Sponsor’s needs, Medeo has entered Into an arrangement with the
independent review organizations {cach, an “IR0,” collectively “IROs") listed on Exlibit A, which have been
accredited by a nationally recognized private accrediting organization. The IROs will accept on your behalf
authority to conduct an independent, external review of an adverse benefit determination and to issue a final external
review decision. Sponsor delegates to the [TROs the adminisiration of external reviews as specified by the Claims
and Appeals Regulations. Sponsor has requested that, and authorizes Medco to, provide to the TROs the appeal files
and other related information necessary for the IROs to conduct external reviews and to bill Sponsor for the fees
incwited by the IROs in conducting such reviews, as set forth below. Medco will assign extemal reviews to the
IROs on a rotating basis (or other method that Medeo belisves in good faith 1o be in compliance with the Claims and
Appeals Regulations).

As conditions to this arrangement:

L. Sponsor acknowledges that it, and not Medco, is responsible for determining the independence
and/or appropriateniess of {ROs to handle any external appeals on behalf of Sponsor and for ensuring an effective
external review process. Sponsor acknowledges that Medeo is providing the IRO armngements for the convenience
of Sponsor, that Medco is not recommending use of any particular IRO, and that Sponsor retains the obligation to
ensure Sponsor’s obligations (including fiduciary obligations under ERISA, if applicable} are satisfied when
selecting, retaining, or otherwise using any JRO to ensure an effective external appeals process.

2. Sponsor skall take such further reasonable actions, execute or provide such other reasonable
documents or instructions, and adopt such amendments to the Plan as reasonably determined to be necessary or
appropriate by Sponsor, Medco, or the IRO to carry out the purpose and intent of this arrangement, including
entering into or signing an appropriate delegation of fiduciary duty and responsibility lettet/agreement with the IRO.

381499.5 56
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3. [This provision intentionally Iett blank ]

4, Because Medeo s not responsible for eligibility determinations under the PBM Agreement, an
adverse benefit determination with respect to a claim or appeal made by Medco will not be based on the claimant’s
failure to meet the requirements for eligibility, Assuming that claimant exhausts the internal review process, or has
a claim or appeal that is eligible for an accelerated extermal review, such adverse benefit determination will be
eligible for external review.

3. Effective July 1, 2011, with respect to non-grandfathered plans under the Affordable Care Act,
Sponsor shall pay for the following administrative services provided by Medeo as follows. This Section 5 replaces
the applicable sections of the PBM Agreement:

Reviews and Appeals Management {Enbanced}

e  Medco's Coverage Authorization Program, consisting of: Included in UM Bundle. Ifno
prior authorization, step therapy, quantity duration/dese duration, UM Bun
quantity per dispensing event capabilities, and dose optimization
(coverage option), including initial determinations and first-level
appeals '

¢ Reviews and Appeals Management - Plan Design including initial m
determinations and first-level appeals )

» Second level and urgent appeals, including transmission of case to ”iﬂcremental to
TROs or other external review entities: per case fees above or Utilization

o Coverage Authorization requests Management Program fee (UM
o Plan Design-related requests bundle), as applicable)
6. Effective July 1, 2011, Sponsor shall pay to the IROs the fees set forth on Exhibit A. As an

administrative convenience to Sponsor, Medeco will include such charges on Sponsor’s administrative invoice and
will pay the IROs after Sponsor has made payment to Medco, but shall have no other obligation regarding such
payment, Spousor shali be responsible to the IROs for any charges for which Sponsor does not pay Medco and the
IROs may also pursue payment against Sponsor directly (and the IRO may reccive a copy of this agreement in the
event any IRO is required to seek such payment from Spensor),

7. The pricing and/or services for any or ail of the IROs may chenge in the future, In such event,
Medco will notify Sponsor of such changes. In order to ensure continuity of services, Sponsor will be deemed to
have agreed to continue to utilize the services of such IRO(s) at the new price(s) and/or conditions unless Sponsor
notifies Medco in writing within ten (10) days after receiving Medco’s notice that Sponsor is terminating this IRO
arrangement a3 set forth in Section 10.

8. The pricing set forth in this letter is based upon applicable law and regulations in effect as of
November 1, 2010, Any modification of applicable law or regulation may result in equitable modification of the
pricing terms.

9. Medco may offer Sponsor the opportunity to access the exteenal review services of additional
IROs. In the event Medco does so and Sponsor agrees in writing to access the services of particular IROs, the
provisions of this letter shali apply, unless Medco and Sponsor otherwise agree. Nothing in this Agreement shall
require Medco to offer acoess to additional external review services,

10. Sponsor may terminate this IRQ arrangement or use of the IROs under this arrangement vpon (en
(10} days written notice to Medco, Medco may terminate the IRO arrangement upon thirty (30) days’ written notice
to Sponser {as to any or ail [ROs) or as otherwise provided in the PBM Agreement or as peruitted by law, and may
suspend this IRO arrangement in the event of non-payment for services upon written notice to Sponsor.

i1, Medeo and Sponsor shall take afl actions necessary and appropriate to assure that they comply
with all applicable federal, state, and local laws and regulations, including, without limitatios, the Anti-Kickback
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Statute, the Pablic Contracts Anti-Kickback. Act, and the Stark Law. Medeo's Code of Conduct-and its policies and
procedures refating to compliance with the above-named laws are available at

www.medcohealth.com/medcé/enrporate/home dsp by clicking on-the Investers tab and then the Corporate

Governance link.

400550.1 (04/18/11) mam
2611942 (1111/2010)
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UTILIZATION MANAGEMENT PROGRAM DOCUMENT
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Reterance Number: 201310408 140045

State of Delaware

Utilization Management Fee

Medco Health's utilization management offering to State of Delaware is comprised of three
highty integrated and flexible components - Coverage Authorization, Preferred Drug Education,
and Drug Utilization Review, These components are tailored to meet State of Delaware’s
individual needs. Together, these components of utilization management work in concert to
lower State of Delaware's drug costs while helping to ensure member health, safety and
satisfaction, The proposed pricing for State of Delaware is as follows:

The results of these programs are reported using a highly credible, claims based savings
methodology that is consistent across all programs and eliminates double counting of savings.
We guarantee that the results will show a refurn on investment of 4 to 1 or:

Edits and programs included in the utitization management fee are:
Administrative Authorization edits including the following:
- Missing/Invalid group #

- Patient age exceeds minimun1 age
- Claim too old

- Patient is not covered

- Duplicate claim

- Filled after coverage terminated

- NDC not covered

- Filled after coverage expired

- Filled before coverage effective

Coverage Authorization programs including Initial Determination and First Level Appeals for
the following;

- Prior Authorization edits for:
Botulinum Toxins
Cancer Therapy (Afinitor)
Cancer Therapy (Gleevec)
Cancer Therapy (Iressa)
Cancer Therapy {Nexavar)
Cancer Therapy (Sprycel)
Cancer Therapy (Sutent)
Canger Therapy (Tarceva)
Cancer Therapy (Tasigna)
Cancer Therapy (Temodar)
Cancer Therapy {Tykerb)
Cancer Therapy (Votrient)
Cancer Therapy (Zolinza)
Dermatologicals/Misc (Solodyn)
Erythroid Stimulant

381499.5 ' 62
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Growth Hormones
Misc, Dermatologicals (Amevive)

Misc. Dermatologicals (Raptiva)
Misc. Dermatologicals (Regranex gel)
Misc. Dermatologicals (Retin-A & co-brands All dosage forms)
Misc, Dermatologicals (Tazorac Cream)
Misc. Pulmonary Agents (Xolair)
Multiple Sclerosis Therapy
RSV Agents
Step Therapy edits for:
Anti-Convulsant Agents {Lyrica)
Antinarcoleptic Agents (Provigil)
COX 2 Tthibitors
Mise. Dermatologicals (Protopic/Elidel)
Misc. Rheumatologicals (Enbrel)
Misc¢, Rheumatologicals (Humira)
Misc. Rheumatologicals (Kineret)
Misc, Rheumatologicals (Remicade)
Osteoporosis Therapy (Forteo)
Pain Management (Actiq & Fentora)
Revatio
Dispensing Quantity edits for:
Intranasal Corticosteroids
Quantity/Dose Duration edits for:
Antibiotic Agents (Xifaxan)
Antifungal Agents
Erectile Dysfunction Agents
Migraine Therapy
PPI, Formulary Coverage Review
Smoking Deterrents
SSRI, Formulary Coverage Review
Vaginitis Therapy

Preferred Drug Education programs including:

381499.5
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Home delivery initiated program
Generic substitution
Physician-authorized interchange programs at home delivery
Non-plan preferred brand to plan-preferred brand/generic alternatives
Brand to generic equivalent
Physician-authorized interchange programs at retail
Non-plan preferred brand to plan-preferred brand/generic alternatives
Member interchange programs at home delivery
Pharmacist to member telecounseling on generic equivalent
Direct mail education on generic equivalent

63
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Concurrent DUR via TelePAID® & Retrospective DUR including®:
- Alerts to physicians and pharmacists
Severe drug interactions
Drug interaction
Drug allergy
Drug disease
Therapy duplication
Excessive daily dosing
Excessive duration of therapy
Sub-therapeutic dosing
Gender contraindications
Refill-too-soon
Refill-too-late
Potential drug name confusion

- Alerts for special populations:
Seniors (Excessive daily dosing, Drug age contraindications, Drog
disease, Drug interactions)
Pediatrics (Drag age contraindications, Bxcessive daily dosing)
Women’s health (Drug pregnancy, Oral contraceptives, Fertility agents)
Cancer patients (Lethal course of chemotherapy)

- Enhanced alerting to pharmacists:
Stockpiling prevention reject

- Physician Practice Summmaries (Profiling) to summarize physician prescribing
patterns for:
General summary of prescribing statistics
Generic Prescribing
High Utilization analysis

¥ Savings from participation in the Concurrent DUR edits will be excluded from the guarantee caleulation.

The savings guarantee calculation will only include savings associnted with the edits listed under Coverage
authorization programs (prior authorization edits, step therapy edits, dispensing quantity edits and quantity/dose
duration edils) as well as savings resulting from Retrospective DUR. If State of Delaware is looking for other
alternatives beyond this offering, Medco Heaith can provide State of Delaware with the flexibility of additional
options that include varying clinical capabilities and associated costs and savings.

In addition to any obligations to comply with law set forth in any agreements between the parties, Medco and State
of Delaware shall comply with the Anti-Kickback Statute, the Public Contracts dnti-Kickback Act, and the Stark;
Law in respect to the performance of this and such other agreements. Medeo's Code of Conduct and its policies and
procedures relating fo compliance with the above-named laws are available on www.medco.com.

381499,5 64
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SCHEDULE H

BUSINESS ASSOCIATE AGREEMENT
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Business Associate Agreement

This Business Associate Agreement (“BA Agreement”) Is undertaken pursuant to the parties’ performange

of a certain contract {“Contract”) dated as of Mi { ., 204! by and betwsan the State of Delawara

by and through the State Employee Benefits Committee ("Plan Sponsor”), on its own behalf and on behalf

of the i;roup rf?a‘j plan it sponsors for employees or other covered persons (the “Plan™), and 1\ ¢
ong, Ine. {"Contractor”).

in the performance of services on hehaif of the Plan pursuant to the Contract, and in order for Contractor
to use, disclose ar create ¢ertain information pursuant to the terms of the Coniract, some of which may
constitute Protected Health Information (“PHI™) (defined below), Cantractor is a Business Assogiate of the
Ptan as that term is defined by the Health Insurance Portability and Accountability Act of 1998, including
the modiflcations required under the American Recovery and Reinvestment Act of 2008 (*ARRA"), and its
implementing Administrative Simplification regulations (45 C.F.R. §§142, 180, 162 and 164) {*HIPAA"),
Accordingly, Contractor, the Plar and Flan Sponser mutually agree fo modify the Contract to incorporate
the tarms of this BA Agreement to camply with the reguirements of HIPAA, and fo include additional
provisions that Plan Sponsor, the Plan and Contragtor desire to have as part of the Contract.

Therefore, in consideration of the mutual covenants contained herein and for other good and valuable
conskderation, the parties agree as follows:

f. DEFINITIONS
A. Govered Entity. "Covered Entity” shall mean the Plan.

B. Individual, "individual” shall have the same meaning as the term “individual” in 45 CFR 164.501
and shall include a person who qualifies as a personal representative in accordance with 45 CFR
164.502{g).

C. Required By Law. “Required By Law" shall have the same meaning as the term “required by
law” in 45 CFR 164.501,

D. Segretary. “Secretary” shall mean the Secretary of the Department of Health and Human
Services or his designee.

E. Protected Health Information. “Protected Health information™ or “PHI” shall mean individually
identifiable information created or raceived by a health care provider, health plan, employer or
healih care clearinghouse, that: {i) relates {o the past, present, or future physicat or mentai health
or condition of an individual, provision of health care to the individual, or the past, present or
fulure payment for provision of health care to the individual; (li) identifies the individual, or with
respect to which there is a reasonable basis to helleve the information can be used to identify the
individual; and (ili} is transmitted or maintalied in an electronic medium, or in any other form or
medium, "PHI" shalt be limited to the information created or raceived by Contractor from or on
behatf of Covered Entity.

F. Standard Transactions. “Standard Transaction{s)’ shall mean a fransaction that complies with
the standards set forth at 45 C.F.R. §162.

G. Designated Record Sat. "Designated Record Set” shall have the meaning given to such term in
45 C.F.R. §184.501.

H, Covared Parson. “Covered Person” means the Covered Employee and the Covered
Employse's legal spouse andfor unmarrled dependent children as specified in the Plan or
elsewhere in the Contract as Employee or Insurad.
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.  Summary Heaith Information. "Summary Heaith Information” means information, which may be
PHI, (1) that summarizes the claims history, claims expenses, or types of claims experienced by
Covered Persons for whom a Plan Sponsor has provided health care benefits under the Plan,
and (2) from which the Identiflers specified in 45 CFR §164.514(b)(2)(i) have been delsted
(except that the zip code information described In 46 CFR §164.514(b)(2)(i}(B) may be
aggregated fo the level of a five (§) digit zip code).

J. Elsctronic PHL “Electronic PHI" shall mean PHI that is subject to the Security Rule, limited to
such information created, received, maintained, or fransmitted electronically.

K. Security Incident. “Security Incident” shall have the same meaning as “security incident” in 45
CFR 164.304, Iimited to any such incident involving Electronic PHL

L. Security Rule. "Security Rule” shall mean the Security Standards for the Protection of Electrenic
PHI at 46 CFR §§160, 162 and 164,

M. Breach. "Breach” shall mean an unauthorized acquisition, use or disclosurs of protected heaith
information (PHI) which compromises the security or privacy of such informalion, except where
an unauthorized persoen to whom such information is disclosed would not reasonably have been
able to retain such information. For purposes of this definition, “compromises the security of
privacy of such information” means poses a significant risk of financial, reputational or other harm
to individual.

N. Secured PHI “Secured PHI* shall mean PHI when it is rendered unusable, unreadable, or
indecipherable. Methodologles that render PHI secure are as foliows:
«  Encryption of electronic data per National Institute Standards and Technology
guidelines
« Destruction of electronic media as per NIST Standards
» Destruction or shredding of paper, fitm or other hard copy media

0. Unsecured PHI. “Unsecured PHI" is *unsecure” when it is not rendered unusable, unreadable or
indecipherable to authorized individuals through the use of a technology or methodology specified
by the Departmant of Health and Human Services,

P. All other capitalized terms used In this BA Agreement shall have the meanings set forth in the
applicable definitions under the HIPAA Privacy/Security Rule or the Standards for Electronic
Transactions.

. PERMITTED USES AND DISCLOSURES BY CONTRACTOR

A. During the continuance of the Contract, Contractor will perform services necessary in connection
with the Plan as outlined in the Contract. These services may include Payment activities, Health
Care Operations, and Data Aggregation as these terms are defined in 46 CFR §184.501. In
connection with the services to be performed pursuant to the Contract, Contractor is parmitted or
required to use or disclose PHI it creates or receives for or from the Plan or to request PHI on the
Plan’s behalf as provided below.

B. Functions and Activities on the Plan's Behalf. Unless otherwise limited in this BA Agreement,
Contractor may use or disclose PHI to perform functions, activities, or services for, or an behalf
of, the Plan as specified in the Contract including the de-identification of PH] which will be done
pursuant to 45 CFR §164.514(b).. Contractor may also use or disclose PHI in any other manner
consistent with a legally sufficient authorization executed by the Eligible Person or Individual of
the subjest information. Cantractor may decide in its own reasonable discretion what uses and
disclosures of PHI are required for it to perform administrative services for the Plan as outlined in
this BA Agreement and in the Contract as weli as in accordance with the law.
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1. Use for Contractor's Operations. Contractor may use PHI it creates or receives for or from
the Pian for Contracior's praper management and administration or to carry out Contractor's
legal responsibiliies In connection with services {0 be provided under the Contract.

2, Disclosures for Contractor’s Operations. Contractor may disclose the minimum necessary of
such PHi for Contractor's proper management and admiinistration or to carry cut Contractor's
legal responsibifities, but only if the following conditions are met:

a. The disclosure is required by law; or

b. Contractor obtains reasonable assurance, evidenced by written contract, from any person
or organization to which Contractor will disclose such PH! that the person or organization
will:

1) Hold such PHI in confidence and use or further disclose it only for the purpose for
which Contractor disclosed if to the person or organization or as required by faw; and

i}y Promptly notify Contractor {who will in turn promptiy notify the Plan) of any Instance
of which the person or organization becomes aware in which the confidentiality of
such PHI was breached.

3. Minimum Necessary Standard. In performing functions and activities in connection with the
Contract, Contractor agrees to make reascnable efforts to use, disclose or request only the
minimum necessary PH! to accomptlish the intended purpose of the use, disciosure or
ragquest.

C. Data Agaregation Services. The Plan agrees and recognizes that Contractor parforms Data
Aggregation services for the Plan, as defined by the HIPAA Privacy Rula. in the course of
performing normal and customary services under the Contract, this data aggregation is an
essential part of Contractor's work on behalf of the Pian under the Contract. Accordingly,
Contractor can perform these data aggregation services in its own discretion, subject to any
limitations imposed by the Contract. The term "Data Aggregation” is defined under the HIPAA
Privacy Rule to mean, with respect to PH! created or received by a Business Associate in its
capacity as the Business Associate of a covered entity, the combining of such PHI by the
Business Associate with the PHI received by the 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 the raspective covered entiies.

D. Prohibition on Unauthorized tse or Disclosure

1. Non-permitted Use and Disclogure of PHI. Contractor will neither use nor disclose PHI it
creates or receivaes for or from the Plan or from another Business Associate of the Plan,
except as permitted or required by the Centract and this BA Agreement, as required by law,
as atherwise permitted in writing by the Plan, as authorized by a Covered Person.

2. Disclosure o the Plan and the Plan Business Associates. To the extent permitted or required
by the Contract and this BA Agreement, Contractor will disclose PHI to other Business
Associates of the Plan which the Plan has idenfified in a writing provided to Contractor.
Contractor shall only disclose such PHI to such Business Associates, in their capacily as
Business Assqclates of the Plan. Other than disclosures permitted by this Section 1l or as
otherwise spacifically identified in the Contract, Contractor will not disclose Covered Persons’
PHi to the Plan or to a Business Assoclate of the Plan except as directed by the Plan in
wrifing.
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3. No Disclosure to Plan Sponsor. Contractor will nof disclose any Covered Persons’ PHI to
Plan Sponsor, except as permifted by and in accordance with Section VIl or as otherwise
specifically identified in the Contract, :

. QOBLIGATIONS AND ACTIVITIES OF CONTRACTOR

A. Contractor will develop, document, implement, malntain and use appropriate administrative,
technical and physical safeguards to preserve the integrity and confidentiality of, and to prevent
non-permitted use or disclosure of, PHI created or received for or from the Plan.

B. Contractor agrees to mitigate, to the extent practicable, any harmiul effect that is known to
Contractor of a use or disclosure of PHI by Contractor in viclation of the requirements of this BA
Agreement.

C. Contractor agrees to report to Covered Entity, without unreasonable delay and in any event within
60 days, any use or disclosure of the PHI not provided for by this BA Agreement or otherwise in
writing by the Plan. Contractor shall maintain a written log recording the date, name of Covered
Person and description of PHI for ali such unauthorized use or disciosure and shall submit such

log to the Plan Sponsor annually and by requiest,

D. Coniractor will require that any agent, including a subconiractor, to whom it provides PHl as
permitied by this BA Agreement (or as otherwise permitted with the Plan’s prior written approval),
agrees to the same restrictions and conditions that apply to Contractor with respact to such
information in conformance with the Privacy Rule.

E, Confractor agraes to make infernal practices, books, and records relating to the use and
disclosure of PHi received fram, ar created or received by Contractor on behalf of, Covered Entity
available to the Covered Entity, or at the request of the Covered Entity to the Secretary, in a time
and manner reasonably designated by the Covered Entity or the Secretary, for purposes of the
Secretary determining Covered Entity’s compliance with the Privacy Rule.

F. Coniractor agrees to impiement administrative, physical, and technical safeguards (as set forth in
the Security Rule) that reasonably and appropriately protect the confidentiality and integrity (as
set forth in the Security Rute), and the availability of Electronic PHI, If any, that Contractar
creates, receives, maintains, or transmits electronically on behalf of Covered Entity. Contractor
agrees to establish and maintain security measures sufficient to mest the safe harbor
requirements established pursuant to ARRA by making data unreadable, indecipherable, and
unusable upon receipt by an unauthorized person. Contractor agrees to provide adequate
training 1o Its staff concerning HIPAA and Contractors responsibilities under HIPAA.

G. Contrastor agrees to report to Covered Entity any Securlty Incident of which Contractor becomes
aware,

H. Coniractor agrees to ensure that any agent, including a subcontractor, to whom it provides
Electronic PHI, agrees to implement reasonable and appropriate safeguards to protect such
informatlon.

. Contracior agrees to directly provide notlce to any effected participants in the event of a Breach
and to send a written log each such Breach and notice to participants to the covered entity within
30 days of notification. Contractor agrees to notify participants in accordance with the guidelines
and standards set forth by the Department of Health and Human Services under the American
Reinvesiment & Recovery Act and the HITECH Act.

J. Coverad Entity and Contractor recognize and agree that in some instances Medco may have
compliance obligations as a Health Care Provider under the Privacy Rule and nothing herein shall
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prohibit, restrict, or otharwise limit compliance with any such obligations by Medca under the
Privacy Rule.

IV. INDIVIDUAL RIGHTS OBLIGATIONS

A

381499.5

Access. Contractor and the Plan agree that, wherever feasible, and to the extent that
rasponsive informatlon is in the possession of Contractor, Contractor will provide access to PH!
as required by 45 CFR §164.524 con the Plan’s behalf. Contractor will provide such access
acecording to its own procedures for such access. Contractor represents that its procadures for
such aceess comply with the requirements of 45 CFR §164.524. Such provision of access will
not relieve the Plan of any additional and independant obligations to provide access where
requested by an individual. Accordingly, upon the Plan's written or electronic request or the
direct request of a Covared Person or the Covered Person's Personal Representative,
Contractor will make available for Inspection and obtaining capies by the Plan, or at the Plan's
direction by the Covered Person (or the Covered Person's personal representative), any PHI
about the Covered Person created or received for or from the Plan in Contractor's custody or
control contained in a Dasignated Record Set, so that the Plan may meet its access obligations
under 45 CFR §164.524. Al fees related fo this access, as determined by Contracter, shall be
borne by Covered Persons seeking access to PH},

Amendment. Contractor and the Plan agree that, wherever feasible, and to the extent that
responsive information is In the possession of Contractor, Contractor will amend PHI as required
by 45 CFR §164.526 on the Plan's behalf. Confractor wiil amend such PH! according to Its own
procedures for such amendment. Contractor represents that its procedures for stich
amendment comply with the requirements of 45 CFR §164.526. Such amendment will not
refieve the Plan of any additional and independent obligations to amend PHI where requested by
an individual. Accordingly, upan the Plan’s written or elecironic request or the direct request of a
Covered Person or the Covered Person's Parsonal Representative, Contractor will amend such
PHI contained in a Deslgnated Record $et, in accordance with the requirements of 45 CFR
§164.528. Upon recaipt of written or electronic notice from the Plan, Contractor will amend or
permit the Plan access to amend any portion of the PHi ereated or received for or from the Plan
in Contractor's custody or control, so that the Plan may meet its amendment obligations under
45 CFR §164.526.

Disclosure Acgounting. So that the Plan may meet its disclosure accounting obligations under
45 CFR §164.528, Contractor and the Plan agree that, wherever feasible and to the extent that
disclosures have been made by Contractar, Contractor will provide the accounting that is
required under 45 CFR §164.528 on the Plan's behalf. Contractor will provide such accounting
according to its own procedures for such accounting. Contractor reprasents that its procedures
for such accounting comply with the requirements of 45 CFR §164.528. Such provision of
disclosure accounting will not relieve the Plan of any additional and Independent obligations to
provide disclosure accounting where requested by an individual, Accordingly, upon the Plan's
written or electronic request or the direct request of a Covered Person or the Covered Person's
Personal Representative, Contractor will provide an accounting as set forth befow.

1. Disclosure Tracking

Starting as of the Effective Date of the Contract, Contractor will record each disclosure of
Coverad Persons’ PHI, which is not exempted from disclosure accounting that Contractor
makes to the Plan or to a third party.

The information about each disclosure that Contraclor must record ("Disclosure Information”)
is (a) the disclosure date, (b} the name and (if known) address of the person or entity to
whom Contractor made the disclosure, {(c) a brlef description of the PH! disclosed, and (d) a
brief statement of the purpose of the disclosure.
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For repetitive disclosures of Coverad Persons’ PHI that Contractor makes for a singie
purpose to tha same person or entily (including the Plan), Contractor may record () the
Disclosure Information for the first of these repetitive disclosures, (b} the frequency,
periodicity or number of these repetitive disclosures, and {(¢) the date of the last of these
rapetitive disclosures.

2. Exceptions {r i rackl

Contractor is not required to record disclosure information or otherwlse account for
disclosures of PHI that this BA Agreement or the Pian in writing permits or requires: (i) for the
purpose of the Plan's payment activities or health care operations, (if) to the individual who is
the subject of the PHI disclosed, or to that individual's personal representative; (iii) to persons
involved in that individual's health care or payment for health care; {iv} for notification for
disaster relief purposes, (v) for national security or intelligence purposes, (vi) to law
enforcement officials or correctional institutions regarding inmates; (vii} pursuant to an
authorization; (vii} for disclosures of certain PHI made as part of a limited data set; {ix) for
certain Incidental disclosures that may oceur where reasonable safeguards have been
implemented; (x} for disclosures prior to April 14, 2003; or (i) as otherwise excepted under
45 CFR §164.528,

3. Disclosure Tracking Time Perigds

Contractor will have available for the Plan or for Covered Persons the Disclosure Information
required for the six {6) years immediately preceding the date of the Plan's request for the
Disclosure information {sxcept Coniractor will not be required to have Disclosure Information
for disclosures occurring before April 14, 2003).

D. Right to Request Restrictions and Confidential Communications

So that the Plan may meet its obligations to evaluate requests for restrictions and confidential
communications in connection with the disclosura of PHI under 45 CFR §184.522, Contractor and
the Plan agree that, wherever feasible and to the extent that communications are within the
gontrol of Contractor, Contractor will parform these evaluations on behalf of the Plan. Contractor
will svaluate such requests according to its own procedures for such requests, and shall
implement such appropriate operational steps as are required by its own procedures. Contractor
represents that its procedures for evaluating such requests comply with the requirements of 45
CFR §164.522. Such evaluation will not relieve the Ptan of any additional and Independent
obligations to evaluate restrictions or Implement confidential communications where requested by
an individual. Accordingly, upon the Plan's written or electronic request or the direct request of a
Covered Person or the Coverad Person's Personal Representative, Contractor will evaluate
requests for restrictions and requests for confidential communications, and will respond to these
requests as appropriate under Contractor's procedures.

V. OBLIGATIONS OF THE COVERED ENTITY

A. Covered Entity shall provide Contractor with any changes in, or revocation of, permission by
fndividual to use or disclose PHI, if such changes affect Contractor's permitted or required uses
and disclosures.

B. Covered Entity shall notify Contractor of any restriction to the use cr disclosure of PHI that
Covered Entity has agreed fo in accordance with 45 CFR 184,622,

C. Covered Entity shall not request Contractor to use or disclose PHI In any manner that would not
be permissible under the Privacy Rule if done by Covered Eniity except as provided in this BA
Agresment. In no event shall Covered Entity request Coniractor to disclose to Covered Entity or
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agents of Covered Entity any PHI unless such disclosure Is the minimum necessary disclosure
that satisfies the request and that such disclosure is solely for the purpose of treatment, payment
ar plan operations.

Vi. BREACH OF PRIVACY OBLIGATIONS

Without miting the rights of the parties under the Contract, the Plan will have the right to terminate
the Contract If Contractor has engaged in a pattern of activity or practice that constitutes a material
breach or violation of Contractor's obllgations regarding PHI under this BA Agreement and, on notice
of such material breach or violation from the Plan, fails to take reasonable steps to cure the breach or
end the violation.

If Contractor fails to cure the material breach or end the violation after the Pian’s notice, the Plan may
terminate the Contract by providing Gontractor written notice of termination, sfating the uncured
material breach or violation that provides the basis for the termination and specifying the effective
date of the termination. Such termination shall be effective 60 days from this termination notice.

A. Effect of Termination.

1.

Return or Destruction upon Contract End

Upon cancellation, termination, expiration or other conclusion of the Contract, Contractor wil
if feasible return fo the Pian or destroy all PHI, in whatever form or medium (including in any
electronic medium under Contractor's custody or control), that Contractor created or received
for or from the Plan, including all copies of such Pt that allow identification of any Covered
Person who is a subject of the PHI. Contractor will complete such retum or destruction as
promplly as practical after the effective date of the cancellation, termination, expiration or
cther conclusion of the Contract,

Faliowing noiice and good faith negotiation between Contractor and Plan Sponsor as to the
reasonable costs, Plan Sponsor will reimburse Coniractor's reasonable cost incurred in
returning or destroying such PHI subject to the requisite apprapriation by the Delaware
General Assembly as required by Title 28 Delaware Code Chapter 65 and Article 8, Section
11 of the Belaware Constitution. _

Dispaosition When Return or Dastruction Not Feasible

The Plan recognizes that in many situations, particularly these involving data aggregation
services performed by Contractor for the Plan and others, that It will be infeasible for
Contractor to return ar destroy PHI. Accordingly, where in Contractor's discretion such return
or destruction is infeasible, for any such PHI, upon cancellation, termination, expiration or
other conclusicn of the Contract, Contractor will limit its further use or disclosure of the PHI to
those purposes that make thelr return to the Plan or destruction infeasible.

Vil. PLAN SPONSOR'S PERFORMANCE OF PLAN ADMINISTRATION FUNCTIONS

A. Gommunication of PHI. Except as specifically agreed upon by Contractor, the Plan and Plan
Sponsor, and in compliance with any requirements imposed by this Section Vill, all disclosures of
PHI from Conftractar pursuant to the Contract shall be made to tha Plan, except for disclosures
related to enrallment or disenrcliment in the Plan,

B. Summary Health Information. Upon Flan Sponsor's written request for the purpose either to,
(a) cbtain premium bids for providing health insurance coverage for the Plan, or (b} modify,
amend or terminate the Plan, Contractor is authorized to provide Summary Health Information
regarding the Covered Persons in the Pian to Plan Sponsor.
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C.

b,

Plan_Sponsor Representation. Plan Sponsoer represents and warrants (A} that the Plan has
been established and is maintained pursuant to iaw, (B} that the Plan provides for the allocation
and delegation of responsibilities for the Plan, including the responsibilities assigned to
Contractor under the Contract, (C) that the Plan inciudes or incorporates by reference the
appropriate terms of the Contract and this BA Agreement, and {D) that the Plan Incorporates the
provisions required by 45 CFR §164.504.

Plan Sponsor's Certification. Contractor will not disclose Covered Persons’ PHI to Plan
Sponsor, unless and until the Plan authorizes Contractor in writing to disclose the minimum
necessary Covered Persons' PHI to Plan Sponsor for the plan adminisiration funetions to be
performed by Plan Sponsor as specified in the Plan.

Contractor Rallance. Contractor may rely on Plan Sponsor's certification and the Plan's written
authorization, and will have ne cbligation to verify that the Plan compties with the requirements of
45 CFR §164.504 or this BA Agreement or that Plan Sponsor is complying with the Plan,

The Plan Amendment. Before the Plan will furnish Plan Sponsor's certification described above
ta Contracior, the Plan will ensurs (1) that its Plan establishes the uses and disclosures of
Covered Persons’ PHI consistent with the requirements of 45 CFR §164 that Plan Sponsor will be
permitted and required to make for the plan administration functions Plan Sponsor will perform for
the Plan, and (2) that Plan Sponsor agrees o all the applicable conditions imposed by §164.504
on the use or disclosure of PHI.

Vilii. MISCELLANEQUS

A,

E.

F.

Regulatory References. A reference in this BA Agreement to a saction in the Privacy Rule
means the section as in1 affect or as amended, and for which compliance is required.

Survival. The respective rights and obligations of Contractor under Section IV of this BA
Agreement shall survive the termination of this BA Agreement.

Interpretation. Any ambiguity in this BA Agreement shall be resolved in favor of a meaning that
permits Covered Entity to comply with the Privacy Rute. Except to the extent specified by this BA
Agreement, all of the terms and conditions of the Contract shall be and remain in ful} force and
effect. In the event of any Inconsistancy or conflict between this BA Agreement and the Contract,
the terms and provisions and conditions of this BA Agresment shall govern and control. Nothing
express or implied in this BA Agreement and/or in the Contract is Intended to confer, nor shall
anything herein confer, upon any person other than the parties and the respective successors or
assigns of the parties, any rights, remedies, obligations, or liabilities whatscever. This BA
Agreement shai! be governed by and construed in accordance with the same internal laws that
are applicable to the Contract,

Duration. This BA Agreement will continue In full force and effect for as long as the Contract
remains In full farce and effect. This BA Agreement wilt terminate upon the cancellation,
termination, expiration or other conclusion of the Contract.

Term. The Term of this BA Agreement shall be effective as of the date appearing on the
signature page, and shall terminate when ail of the PHI provided by Covered Entity to Contractor,
or created or received by Contractor on behaif of Covered Entity, is destroyed or returned to
Covered Entity, or, if it Is infeasible to return or destroy PHI, protections are extended to such
information, in accordance with the termination provisions of this BA Agreement.

Amendment. Upon the effective date of any final regulation or amendment to final regulations
with respect to PHI, Standard Transactions, the security of health information or other agpects of
HIPAA applicable to this BA Agreement or to the Contract, this BA Agreement will automatically
amend such that the cbligations imposed on Plan Sponsor, the Plan and Contractor remain in
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compilance with such regulations, unless (1) Contractor elects to terminate the Contract by
providing Plan Sponsor and the Plan notice of tarmination In accordance with the Contract at
least ihirty (30) days before the effective date of such final regulation or amendment to final
regulations; or (2} Contractor notifies the Plan of its objections to any such amendment. In the
event of such an objection, the partles wiil negotiate in good faith in connection with such
changes of amendment (o the relevant final regulation.

G. Conflicts, The provisions of this BA Agreement will override and contral any conflicting provision
of the Contract, All nonconfiicting provisions of the Contract will remain in full force and effect,

H. Independent Relationship. None of the provisions of this BA Agreement are intended fo create,
nor will they be deemed to create any relationship between the parties other than that of
independent parties contracting with each other as independeant parties solely for the purposes of
effecting the provisions of this BA Agreement and the Contract.

l. Rights of Third Parties. This BA Agreement is between Contractor and the Plan and the Plan
Sponsor and shall not be construed, interpreted, or deemad to confer any rights whatsoever to

any third party or parties.

J. Notices. All notices and notifications under this BA Agreemaent shali be sent in writing by
traceable carrier to the listed persons on behalf of Contractor, the Plan and Plan Sponsor at the
addresses indicated on the signature page hereof, or such other address as a party may indicale
Dy at least ten (10) days’ prior written notice to the other parties. Notices will be sffective upon

receipt,

K. Expenses. Unless otherwise stated i this BA Agresment or the Cantract, each party shall bear
its own costs and expenses related to compliance with the above provisions. Any additional
expenses incurred by Contractor in connaction with servicas to be provided pursuant to this BA

Agreement shzll ba included in the Contract,

L. Decumentation, All documentation that is required by this BA Agreement or by the HIPAA
Privacy Rule must be retained by Contractor for six years from the date of creation or when it was

last in effect, whichever is longer.

AGREED By and betwaen the undersigned Parties this ___ day of 20 _

For State of Dalaware:

By:

Title: —_D It \-' \TWT‘?F( 01z,

Benee s

Ty - I U R

B}“_'irnto:;, N e
Address for Notices:

Statewide Benefits Office, OMB
Aftention: Brends Lakeman, Director

500 W. Loockerman Street, Suite 326
Dover, DE 19904
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For Contractor:

BY: i e -

Title: .
Vice President and Assistant Geoeral Counsel

Printed Name

Address for Notices:

Llavef Privars Ot

WA Aeo Hoollt,  Solohons Llag.

lor Paviony Peag Prive

Fvank bia {clns N 72417

74

B

et




Rk




