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Board of Trustees Webinar
June 8, 2022 (initial session)
Reconvened June 28, 2022
Minutes

The Microsoft Teams virtual meeting of the North Carolina State Health Plan for Teachers and State
Employees (Plan) Board of Trustees was called to order by Chair Dale R. Folwell, CPA, at 8:00 a.m. on
Wednesday, June 8, 2022.

Board Members Present: Dale R. Folwell, Charles Perusse, Russell “Rusty” Duke, Cherie Dunphy, M.D.,
Kim Hargett, Donald Martin, Peter Robie, M.D., Mike Stevenson

Board Members Absent: Wayne Fish

Welcome
Chair Folwell welcomed the Board and members of the public to the meeting. He reviewed the rules for
conducting remote meetings.

a. Board members shall announce their name when speaking.

b. All chats, instant messages, texts, or other written communications between members of the
public body regarding the transaction of the public business during the remote meeting are
deemed a public record.

c. All votes shall be by roll call.

Conflict of Interest
No conflicts of interest were noted.

Reading of SE! Statements into Minutes Pursuant to the Ethics Act § 138A-15(c)
No Statements of Economic Interest (SEI) were read into the minutes.

Public Comment
Two State Health Plan members addressed the Board regarding Continuous Glucose Monitoring (CGM)

and insulin pump supply coverage for members with diabetes.

Board Approval
Minutes — March 2, 2022, Meeting

Board Vote: Motion by Dr. Martin; second by Ms. Hargett; roll call vote was taken; unanimous
approval by Board to approve March 2, 2022, meeting minutes.
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Operations Updates

Financial Updates

Matthew Rish, Sr. Director, Finance, Planning & Analytics, presented the fiscal and calendar year-to-date
financials through April 2022, comparing them to April 2021. He noted the cash balance movement over
the last two years relative to cash transfers and revenue decline. With the passing of the new State
budget in mid-November 2021, Plan revenue improved. For the Fiscal Year, net claims payments
increased by approximately $357 million, with $309 million attributed to medical claims.

Net administrative expenses were favorable, compared to the prior year, driven largely by the new Blue
Cross NC contract that went into effect January 1, 2022. Total Plan expenses were $266M greater than
the prior year, largely due to higher claims. The Plan had a net income through April 2022, compared to
a net loss in 2021.

The Plan received $215M for COVID-19 reimbursement in April 2022, which had a favorable impact on
the ending cash balance. The non-operating cash transfer received in December 2021, was the gain
share payment from UnitedHealthcare for the Medicare Advantage contract that was in place for 2020.
It was immediately transferred to the Retiree Health Benefit Trust Fund (RHBTF).

Mr. Rish presented the Calendar Year-to-Date report. He noted that the Target Stabilization Reserve
(TSR) will be a regular line item on future reports since the decline in the Plan’s ending cash balance is
now getting much closer to the TSR. Plan revenue increased by $152 million due to the General
Assembly contributions and net claims grew by $88 million compared to the prior year. Medical claims
increased by $98M and pharmacy claims decreased by approximately $10M. Total Plan expenses
increased by $111 million, and the ending cash balance remained nearly even compared to April 2021.

Mr. Rish stated that, although the Plan has $1B in cash, the quarterly financial projections demonstrate
income losses beginning in 2022, with a negative cash balance in 2024.

Operations Updates

Dee Jones, Executive Director, stated that the Plan recently had the opportunity to work with Humana,
the Plan’s Medicare Advantage (MA) vendor, to provide three member-friendly benefit enhancements
to Plan members enrolled in the Humana MA Plans. These changes impact approximately 1,100
members and saves them approximately $1.5M. Ms. Jones stated that the information would be sent to
board members and that it would also be shared with the public via a press release following the
meeting.

Benefit Current Cost Share Proposed 2023 Cost Share
Lab services at Urgent Care Facility $40 copay Base,; $10 copay Enhanced  $0 Copay

Dialysis Services at Outpatient Facility = 20% Coinsurance on Base; Enhanced  $0 Copay
Dialysis Services at Dialysis Center 20% Coinsurance on Base; Enhanced  $0 Copay

Page | 2
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Funding Strategy

Mr. Sam Watts, Legislative Liaison for the Department of State Treasurer, provided a summary of the
funding strategy for the Plan over the next five years. One of the major challenges is the need for an
additional $5.6B over what has been projected by the Fiscal Research Division and Office of State Budget
and Management. The Plan’s current funding level of 4% leaves a funding gap with trend at 7%.

While recent contract negotiations with Humana and Blue Cross NC have provided substantial savings
for the Plan, the additional $5.6B needed requires more funding from the General Assembly or provider
price concessions.

Mr. Watts stated that he had made 14 different offers to hospital liaisons and lobbyists to discuss price
concessions with hospitals. Only one accepted the offer and that was UNC Healthcare aithough no
agreement was reached.

Board Comments and Questions Addressed:

One member encouraged the Treasurer and Plan staff to continue pushing the hospital association
regarding provider concessions.

Question: Can some of the money in the RHBTF be used by the General Assembly to help close the
funding gap? Mr. Watts responded that that money goes toward the unfunded liability and the $2B
is protected. He added that the unfunded liability is growing faster than ever before.

Question: Why are Medicare eligible members given the option to choose the Base PPO Plan (70/30)
if it costs the Plan more money? Mr. Watts stated that the Plan is waiting on the outcome of the
Lake lawsuit before a decision is made regarding plan options for those members.

Chair Folwell stated that the Plan has a very large number of retirees who have not yet turned 65. These
members, plus the Medicare eligible members who have chosen the Base 70/30 Plan rather than the
Humana MA plan, are costing the Plan a lot of money. He added that if the Medicare eligible members
in the Base 70/30 Plan chose the Humana MA plan, it would make a significant dent in Plan costs.

Several additional questions regarding the Lake lawsuit were asked and Joel Heimbach, Assistant
General Counsel for the Plan, discussed the status of the Lake case and suggested that the board discuss
the lawsuit in executive session at the September Board meeting.

At the request of Judge Duke, Ms. Jones stated that a copy of the most relevant Lake lawsuit documents
would be sent to him following the meeting.

The Board then lost a quorum at 9:10 am and recessed the meeting until such time that a quorum could
be obtained.

Page | 3
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Board of Trustees Meeting
Webinar / Recorded
June 8, 2022 (Initial Session)
Reconvened June 28, 2022
Minutes

The board reconvened the meeting on July 28, 2022, at 3:00 pm.

Operations Updates, cont.

Ms. Jones stated that the COVID public health emergency was extended on April 15, 2022 and is
currently set to expire on July 15, 2022. There has been no word regarding further extensions.

The next Board of Trustees meeting is scheduled on July 13, 2022, from 3 to 5 p.m. The Plan will present
rates for the 2023 Calendar Year, based on the budget that was passed in November 2021.

Blue Cross NC Facets Implementation Issues — Summary (see Exhibit 1, Full Report)

Ms. Jones provided a summary regarding the implementation issues the Plan has experienced with the
Blue Cross NC Facets claims processing system. She noted that a reference document was discussed
with Blue Cross NC (BCNC) and sent to board members prior to the meeting.

Facets is the BCNC claims processing system. This system replaces the Power MHS system (legacy
system) that has been in place since the 1970s. In early 2016, BCNC transferred 400,000 customers to
Facets and ran into numerous over-billing and dropped coverage issues. These concerns were widely
reported in the local media. At that time, BCNC decided to wait and convert the Plan, with 685,000
members, at a later date.

As a result of these issues, BCNC was fined by the Department of Insurance in September of 2016. BCNC
signed a settlement agreement for $3.6 million in civil penalties because of the significant over-billing
and dropped coverages mentioned previously. This fine is in addition to $11.3 million in premium
refunds and $8.3 million in late interest payments on claims made to health care providers.

The Plan intentionally waited until the most recent contract was to be implemented before committing
to transitioning to Facets. Plan staff worked with BCNC staff from the late February 2020 award date
until the January 1, 2022, Go Live date to prepare for the transition. Unfortunately, the transition did not
go well. Plan staff is still — in June - materially involved in solving major conversion issues with the BCNC
team every week.

It has become clear, after waiting six years for the system to stabilize, aimost two years of
implementation and now five plus months of troubleshooting, that BCNC did not adequately anticipate
the impact of more than 10 years of customization on the Power MHS system (legacy system). Plan staff
was told the customizations did not convert as anticipated.

Facets Issues Outlined

1. Resources — lack of Plan experience and expertise

2. Timeliness of Claims Payments — system configuration issues

3. Prompt Pay Penalties and Performance Guarantees — significant fluctuation has led to
reimbursements to the Plan

Enroliment Challenges — multiple challenge areas

5. Primary Care Providers (PCPs) — numerous issues discovered with PCPs

>
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6. Medicare Data Audits — quarterly audits with CMS ensure the Plan has the most current
Medicare information for members. Medicare data impacts both premiums and claims.
7. Portal Issues - various issues and now mostly resolved

8. Open Enroliment Testing — not ready 6/20/22 as promised but was back on track within adayor
two

Ms. Jones concluded by stating that the Plan remains hopeful that these issues will be resolved soon.
She then turned the meeting over to Blue Cross NC staff, who were present to answer questions from
the board members and staff. They included Roy Watson, Vice-President, State Segment, Tasha
Fletcher, Vice-President, Operations, and Sandi Murray, Director, State Health Plan Operations.

Roy Watson, Vice President, State Segment, Blue Cross NC — Comments

Mr. Watson began by apologizing for the time and effort spent by Plan staff to help resolve the issues
outlined by Ms. Jones. He stated that Blue Cross NC has enjoyed the 40-year relationship with the Plan
and its members.

Mr. Watson noted that the Plan was one of the last customers to migrate to the Facets system, stating
that many lessons were learned during the migration of other Blue Cross NC customers which began in
2016. A positive outcome was that Plan members weren’t affected by some of the problems associated
with ID cards, an issue that was corrected prior to the Plan’s migration. With the Plan’s unique
customization issues, he acknowledged that Blue Cross NC wasn’t adequately prepared.

He stated that Blue Cross NC is committed, at the highest level, to resolving the outstanding issues. Dr.
Tunde Sotunde, CEO of Blue Cross NC, receives weekly updates and is very engaged as to what is needed
to resolve the issues. Mr. Watson aiso noted that Blue Cross NC has made organizational changes,
moving back to a dedicated State Health Plan team. He expressed confidence that all issues would be
resolved, hopefully by the end of the year.

Chair Folwell stated that the Plan has incurred expenses in the migration to the Facets system. Most are
attributed system enhancements required to link the data between Blue Cross NC and other Plan
vendors. The cost, to date, is approximately $1.2M and growing. Mr. Watson committed to provide
some level of reimbursement to the Plan for the costs incurred.

Ms. Jones requested that additional questions should be emailed to her or Lorraine Munk. The
questions will then be sent to Blue Cross NC for official, written responses. (see Exhibit 2 — Q&A)

Ms. Jones also stated that the Plan will have a Request for Proposal (RFP) for a third-party administrator
(TPA) ready for release in late August or early September 2022, with an award in December 2022. She
noted that Blue Cross NC is aware of this action, as are other major insurance carriers. She
acknowledged that the timeline is very accelerated, noting that the RFP process has been streamlined.
More time will be allotted to the implementation process rather than the front-end work.

Page | 5
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Adjournment

Board Vote: Motion by Ms. Hargett; second by Dr. Robie; roli call vote was taken; unanimous
approval by Board to adjourn the meeting at 3:40 p.m.

Minutes submitted by: Joel Heimbach, Secretary

Approved by: W

Dale R. ell CPA, Chalr

Page | 6
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Exhibit 1, Full Report

Blue Cross NC Facets Implementation Issues
June 28, 2022

Introduction

Facets is the Blue Cross NC (Blue Cross NC) claims processing system. This system
replaces the Power MHS system (legacy system) that has been in place since the 1970s.
In early 2016, BCNC transferred 400,000 customers to Facets and ran into numerous
over-billing and dropped coverage issues. These concerns were widely reported in the
local media. At that time, BCNC decided to wait and convert the NC State Health Plan
(Plan), with 685,000 members, at a later date. !

As a result of these issues, BCNC was fined by the Department of Insurance in
September of 2016. BCNC signed a settlement agreement for $3.6 million in civil
penalties because of the significant over-billing and dropped coverages mentioned
previously. This fine is in addition to $11.3 million in premium refunds and $8.3 million
in late interest payments on claims made to health care providers. 2

The Plan intentionally waited until the most recent contract was to be implemented
before committing to transitioning to Facets. Plan staff worked with BCNC staff from the
late February 2020 award date until the January 1, 2022, Go Live date to prepare for the
transition. Unfortunately, the transition did not go well. Plan staff is still —in June -
materially involved in solving major conversion issues with the BCNC team every week.

It has become clear, after waiting six years for the system to stabilize, almost two years
of implementation and now five plus months of troubleshooting, that BCNC did not
adequately anticipate the impact of more than 10 years of customization on the Power
MHS system (legacy system). Plan staff was told the customizations did not convert as

anticipated.
Facets Issues Outlined 3
1. Resources — lack of Plan experience and expertise

BCNC reorganized 5-6 years ago moving away from a centralized, dedicated team
for the Plan. The negative impact of this transition was immediate as key players
left because of the changes. Over time, additional people left taking their Plan
expertise with them. Unfortunately, the BCNC membership team has struggled
to manage Plan enroliment ever since.

Page |1
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Exhibit 1, Full Report

Blue Cross NC Facets Implementation Issues
June 28, 2022

The Plan’s eligibility rules and premium structures are complex and take time to
fully understand; the lack of bench strength at BCNC has created a void that is
not easy to fill. What we have determined over the last six months is that BCNC
staff is unable to triage and resolve issues without assistance from Plan staff and
Benefitfocus.

Fortunately, BCNC has now determined that dedicated resources are required to
effectively manage Plan activity and they are working toward a new
organizational structure to include additional, dedicated staff.

2. Timeliness of Claims Payments — system configuration issues

On the Go Live date, January 1, 2022, simple claims processed correctly.
Unfortunately, most claims are not simple.

a. Infusion Claims — held > 8,200 claims until mid-February

b. Allergy Shots — held > 6,800 claims until mid-February

c. Retirement Systems (Medicare Prime) — held > 80,000 claims until mid-
February until the Medicare data could be updated correctly

d. Copays— Multiple issues related to taking the correct copay for certain
services remain unresolved

e. Claims “stuck” with other non-operations teams causing them to be
released way outside their targeted 30-day turnaround time (resulted in
prompt pay penalties)

f. Overall claims payments delays — the Monthly Payment History table
below shows the monthly payment history for 2022 vs. 2021. While we are
finally close to a reasonable year to date amount, it is clear there has been
significant fluctuation to date 2022.

Monthly Payment History

$220,374,297 $249,175,763 ($28,801,466)

$170,958,628 $206,969,976 ($36,011,348) -17%
$181,007,544 $220,573,630 {$39,566,086) -18%
$227,888,714 $222,704,889 $5,183,825 2%
$340,224,223 $284,056,746 $56,167,477 20%
$1,140,456,406 $1,183,481,004 ($43,024,598) -4%

Source: BCNC FP104 report at 05.31.22

Page | 2
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Exhibit 1, Full Report

Blue Cross NC Facets Implementation Issues
June 28, 2022

3. Prompt Pay Penalties and Performance Guarantees — significant fluctuation has
led to reimbursements to the Plan

a. The Plan is subject to Prompt Payment laws, and thus requires the TPA to
abide by those requirements. These laws mandate efficiency and
timeliness of Claims Payments. BCNC is required by contract to make
provider payments in accordance with NC G.S. 58-3-225 (e) or pay an
interest penalty of 18% APR beginning on the date following the day on
which the claim should have been paid. BCNC self-reports claims payment
timeliness and provides the Plan with detailed reports for validation

b. As of May 31, 2022 - BCNC has paid $2.6M (0.23% of claims payments) in
prompt pay penalties

c. For context, during the entire calendar year 2021, BCNC paid $2.3M
(0.09% of claims payments) in prompt pay penalties

d. Performance Guarantee Payments for Q1 2022 ($600k) were double the
payments for Q1 2021 ($300k)

4. Enrollment Challenges — multiple challenge areas

The implementation of new enrollment files between Benefitfocus and BCNC
was, while not a complete failure, a huge disappointment. Multiple scenarios
that passed all testing scripts, failed in production. Since early January 2022, the
Plan, BCNC and Benefitfocus have met at least 2 hours per day, Monday thru
Thursday, to resolve individual enrollment issues, triage root causes and
determine required fixes. Unfortunately, new issues are still being uncovered and
fixes are taking time to fully implement.

5. Primary Care Providers (PCPs) — numerous issues discovered with PCPs

a. Retro-terminated 354 Primary Care Providers (PCP) in error
b. Q1 - Mailed > 3,000 of letters to members stating PCP was terminated in

error
¢. Q2 - Mailed another 3,500 letters out in error advising members that their

PCP had terminated
d. PCP Maintenance — multiple issues maintaining accurate PCP data

Page | 3
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Exhibit 1, Full Report

Blue Cross NC Facets Implementation Issues
June 28, 2022

6. Medicare Data Audits — quarterly audits with CMS ensure the Plan has the most
current Medicare information for members. Medicare data impacts both

premiums and claims.

Initial Facets audit, conducted in December 2021, uncovered the fact that
BCNC did not have their Facets Medicare processes outlined appropriately

therefore the audit was not finalized
b. Second Facets audit, conducted in March, showed little improvement

c. Third Facets audit is not yet completed
7. Portal Issues — various issues and now mostly resolved

a. Blue Connect — member portal
i. Display issues (member ID cards, claims etc.)

ii. Split contracts not initially supported

b. Employer Portal — Multiple display issues
c. Provider portal (Blue E) not fully able to support CPP providers

8. Open Enrollment Testing — not ready 6/20/22 as promised but was back on track
within a day or two

! Retrieved June 10, 2022 from https [{www fiercehealthcare.com/payer/no-end-sight-for-bebs-north-carolina-technology
woes; By Evan Sweeney, February 8, 2016.

2 ; p ' ,
Retrieved June 10, 2022 from https://www.bluecrossnc.com/provider-news/department-insurance-voluntary-settlement-

agreement-signed. Published September 15, 2016.

3 Weekly Facets issues logs dated from 03/11/2022 to current.
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Exhibit 2, Q&A

State Health Plan Board of Trustees
Questions for Blue Cross NC

June 28, 2022

1. Judge Duke
a. How long have the problems/issues been going on? The concerns were realized in
mid-January
b. What has been done to correct these problems/issues? We have done several things
to help correct the problems including but not limited to dedicated technical resources
to help research, identify root cause and provide fixes. The solutions are delivered via
system code deployments and delivery of additional features based upon State Health
Plan requirements. We've also updated our operating model which will provide an
additional level of structure and accountability to the functions that impact how we
administer the Plan’s business.
c. How long do you anticipate the problems/issues continuing? In our experience,
customers usually return to a steady operating state prior to the groups next renewal
cycle.

2. Kim Hargett
a. It seems there has been significant State Health Plan staff involvement in solving the
Facet problems/issues — what is the possibility of getting some form of compensation
returned to the Plan? Compensation has been provided to the Plan in the form of
performance guarantee penalty payments due to Blue Cross NC not meeting metrics
established by the Plan. Through the first quarter of 2022, the Plan has received over
$500,000 in performance guarantee payments.
b. Do Prompt Payment penalties go to SHP or to providers? The State Health Plan pays interest

as a part of the payment to the provider when there are delays in claim processing. The State

Health Plan is reimbursed for any interest paid on those claims by Blue Cross NC.

c. It is good that Blue Cross NC is creating a dedicated Plan organization, albeit a bit late.

Is it possible to have member services staff that has a regional specialization? For
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Exhibit 2, Q&A

example, East, West, Triangle, Triad, Charlotte areas? The Plan has dedicated customer
service professionals already assigned to help Plan members with any issue that may
arise regarding their coverage. They are not currently broken up by region as service
questions are not usually region specific but are universal in nature and could apply to
any region of the State.

3. Dr. Martin
a. Has Blue Cross NC lost business due to the Facets issues/problems? Blue Cross NC has
lost some members due to some of the concerns related to migration.

4. Dr. Robie
a. Regarding late payment penalties, where does the money come from to pay these
penalties? Blue Cross NC is a fully taxed entity and are required by the State of NC to
have dollars in reserve. Those reserves help us to continue to serve our customers
when concerns and problems arise such as a pandemic or other issues. It allows our
members to be protected from catastrophic issues that may occur.
b. It seems Plan staff has had to been overly involved in identifying and solving the Facets
problems/issues — how much longer do you anticipate this unanticipated level of
involvement? Our goal is to be at a steady operating state as soon as possible. We
have seen with other migrations and anticipate prior to the next renewal cycle we will
be operating at a steady state.

5. State Treasurer
a. The Plan was at or toward the end of the implementation cycle with the Blue Cross NC
book of business which should have minimized the risk of so many problems/issues;
why has this not been realized? Blue Cross NC learned many lessons from previous
customer migrations and implemented functionality that prevented the Plan from
experiencing similar issues faced by other customers. Some of the issues being
experienced by the Plan are unique to the Plan’s structure. Although Blue Cross NC
planned and prepared for the unique Plan related items, not all of them were
anticipated in advance.

b. Why have so few providers called the Treasurer about late payments? We do not know
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Exhibit 2, Q&A

why providers have not called the Treasurer regarding late payments.

¢. Could the Plan have chosen to not transition to Facets? Blue Cross NC made the
decision to change to a different operating system platform to administer all !
commercial lines of business. As such, the Plan needed to migrate from our legacy
platform to Facets.

d. Was Blue Cross NC aware of the amount of money that the Plan had paid for its other
vendors to update their systems relative to the Facets transition (likely between $1.0M
0 $1.5M? Blue Cross NC was not aware of the amount of money the Plan has paid to
update their systems relative to the Facets transition.

e. Will Blue Cross NC consider reimbursing the Plan for incurred costs? Blue Cross will
consider some level of reimbursement to the Plan. We will confirm an amount and
provide to the Plan.

6. Staff — Charles Sceiford

a. You responded that issues around the transition to FACETS are generally resolved after
12 months. Would the Plan’s large membership create additional difficulty that would
extend that time beyond 12 months? If yes, how much additional time would you
anticipate? No, it should not. We anticipate that the Facets migration concerns the

Plan is experiencing should not extend beyond the 12 months.

b. Have other groups in their 2nd half of the 12-month FACETS transition period had a
large amount of “Incurred But Not Reported” claims that were eventually found? No,

they have not.
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STATE OF NORTH CAROLINA

THE NORTH CAROLINA STATE HEALTH PLAN
FOR TEACHERS AND STATE EMPLOYEES
Request for Proposal #: 270-20191001TPAS

THIRD PARTY ADMINISTRATIVE SERVICES

Date of Issue: October 1, 2019
Proposal Opening Date: January 3, 2020
At 02:00 PM ET
Direct all inquiries concerning this RFP to:
Sharon L. Smith
Manager of Contracting & Compliance

Email: Sharon.Smith@nctreasurer.com
SHPContracting@nctreasurer.com

Phone: 919-814-4432

Sealed, mailed responses ONLY will be accepted for this solicitation.
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Proposal Number: 270-20191001TPAS Vendor:

STATE OF NORTH CAROLINA
North Carolina Department of State Treasurer

Refer ALL Inquiries regarding this RFP to: Request for Proposal # 270-20191001TPAS

. . Proposals will be publicly opened:
Sharon L. Smith, Manager of Contracting and January 3, 2020, 2:00 p.m. ET

Compliance Contract Type: Open Market

Commodity No. and Description: 948 — Health Related Svcs.
sharon.smith@nctreasurer.com with a copy L 2 ki 2

to SHPContracting@nctreasurer.com Using Agency: The North Carolina State Health Plan for
Teachers and State Employees

Requisition No.: 270-20191001TPAS

Sealed, mailed responses ONLY will be accepted for this solicitation.

EXECUTION

In compliance with this Request for Proposals (RFP), and subject to all the conditions herein, the undersigned Vendor offers and
agrees to furnish and deliver any or all items upon which prices are bid, at the prices set opposite each item within the time specified
herein. By executing this proposal, the undersigned Vendor certifies that this proposal is submitted competitively and without collusion,
that none of its officers, directors, or owners of an unincorporated business entity has been convicted of any violations of Chapter 78A
of the General Statutes, the Securities Act of 1933, or the Securities Exchange Act of 1934. Furthermore, by executing this proposal,
the undersigned certifies to the best of Vendor’s knowledge and belief, that it and its principals are not presently debarred, suspended,
proposed for debarment, declared ineligible or voluntarily excluded from covered transactions by any Federal or State department or
agency. The undersigned Vendor certifies that it, and each of its Subcontractors for any Contract awarded as a result of this RFP,
complies with the requirements of Article 2 of Chapter 64 of the NC General Statutes, including the requirement for each employer
with more than 25 employees in North Carolina to verify the work authorization of its employees through the federal E-Verify system.
G.S. 133-32 and Executive Order 24 (2009) prohibit the offer to, or acceptance by, any State Employee associated with the preparing
plans, specifications, estimates for public Contract; or awarding or administering public Contracts; or inspecting or supervising delivery
of the public Contract of any gift from anyone with a Contract with the State, or from any person seeking to do business with the State.
By execution of this response to the RFP, the undersigned certifies, for your entire organization and its employees or agents, that you
are not aware that any such gift has been offered, accepted, or promised by any employees of your organization.

Failure to execute/sign proposal prior to submittal shall render proposal invalid and it WILL BE REJECTED. Late
proposals cannot be accepted.

VENDOR:
STREET ADDRESS: P.O. BOX: ZIP;
CITY & STATE & ZIP: TELEPHONE NUMBER: TOLL FREE TEL. NO:

PRINCIPAL PLACE OF BUSINESS ADDRESS IF DIFFERENT FROM ABOVE (SEE INSTRUCTIONS TO VENDORS ITEM #10):

PRINT NAME & TITLE OF PERSON SIGNING ON BEHALF OF VENDOR: FAX NUMBER:
VENDOR’S AUTHORIZED SIGNATURE: DATE: EMAIL:
Offer valid for at least 180 days from date of proposal opening, unless otherwise stated here: days.

ACCEPTANCE OF PROPOSAL

If any or all parts of this proposal are accepted by the State of North Carolina, an authorized representative of the NC Department of
State Treasurer, State Health Plan Division shall affix his/her signature hereto and this document and all provisions of this Request
For Proposal along with the Vendor proposal response and the written results of any negotiations shall then constitute the written
agreement between the parties. A copy of this acceptance will be forwarded to the successful Vendor(s).

FOR STATE USE ONLY: Offer accept and Contract awarded this day of , 20 , as indicated on the
attached certification, by

(Authorized Representatives of the NC Department of State Treasurer and State Health Plan Division).
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1.0 VISION AND OVERVIEW OF THE STATE HEALTH PLAN

1.1  VISION

The North Carolina State Health Plan for Teachers and State Employees (Plan) seeks a Vendor that will provide
superior third party administrative services. The Vendor must be willing to work with the Plan in meeting the mission
and priorities set by the Treasurer and the Board of Trustees. The Plan intends to be a leader in North Carolina known
for providing cost-effective, quality health care programs for its membership.

To this end, the Plan is currently undertaking an initiative called the Clear Pricing Project to provide affordable, quality
care and increase transparency, predictability, and value for Plan Members. In the first phase of this project, the Plan
has begun to build its own network of North Carolina providers, with reimbursement rates that are referenced to
Medicare rates. There are currently approximately 25,000 providers, including 3 hospitals, who have committed to
participate in this network. During this initial phase, this network will be supplemented by the TPA's network in order to
provide adequate access for Plan Members. It is the Plan’s intent in the next phase of this project to further partner
with these providers by designing alternative payment arrangements such as, but not limited to, bundled/episodic
payments, shared risk/savings, and global payment/capitation. In the future, the Plan hopes to secure partnerships
with additional providers in order to expand the size of this network and eliminate the need for a supplemental network
from the TPA.

In fulfilling its mission and vision, the Plan seeks to focus on the key principles of Member education, transparent
pricing, high quality care and service, and effective vendor partnerships.

The Plan expects all Plan vendors to work in concert with Plan staff to fulfill its mission and vision while serving its
Members. The selected Vendor will possess the following traits at a minimum:

* Flexible and Adaptable

e Confident and Committed

¢ Responsive and Capable

» Provide superior administrative and technical services

* Model, design, and implement alternative provider payment models
¢ Putfinancial performance guarantees in place

e Demonstrate dedication to providing a superior customer experience
* Provide quality services

» Collaborate with other Plan vendors to integrate data across the Plan

The Vendor must also demonstrate a dedication to providing a superior customer experience for all the services
provided under the RFP which may require integration with other Plan vendors. Each Member touch point should be
designed to be easily accessible and understandable. The Vendor must have sufficient resources who are well
educated on the Plan’s unique benefits and services to respond to Member, Employing Unit, and Plan inquiries in a
timely fashion.

Finally, the Vendor must show a dedication to providing quality services. Providing accurate information, processing
claims with a high degree of accuracy, and delivering accurate reports and data files are all examples of the kind of
dedication to quality that the Plan requires of its vendors. To demonstrate this dedication to excellence, the Vendor
must provide comprehensive staff training, deploy appropriate operational controls, conduct frequent audits, and
accept appropriate performance guarantees to measure the success of these services.

1.2  OVERVIEW OF THE STATE HEALTH PLAN

Background

The Plan operates as a division of the Department of State Treasurer. The Treasurer is responsible for administering
and operating the Plan as described in Article 3B of Chapter 135 of the North Carolina General Statutes subject to
certain approvals by and consultations with the Board of Trustees. An Executive Administrator oversees the day-to-day
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operations of the Plan. The State Treasurer, Board of Trustees, and Executive Administrator are required to carry out
their duties and responsibilities as fiduciaries for the Plan. The Plan employs approximately forty (40) staff members.

There are over four hundred (400) Employing Units whose employees are eligible to receive benefits from the Plan.
Employing Units include State agencies and departments, universities, public school systems, local community
colleges, and the retirement system. In addition, a number of local government entities and charter schools receive
benefits under the Plan. In total, the Plan provides benefits for approximately seven hundred thirty-four thousand
(734,000) lives. Members reside in all of North Carolina’s one hundred (100) counties, all fifty (50) states, and other
countries.

The Plan is exempt from the Employee Retirement Income Security Act of 1974 (ERISA) pursuant to 29 U.S.C.S. §
1003 as it is a self-funded state government health benefit program established for the benefit of State employees.
Benefits, premium rates, copays, deductibles, and coinsurance maximums are set by the State Treasurer as approved
by the Board of Trustees. Refer to the Plan's website at www.shpnc.org for a complete overview of benefits.

In State fiscal year 2017-2018, Plan expenditures were approximately $3.33 billion including $2.30 billion in medical
claims, $669.6 million in net pharmacy claims, $211.1 million in premium payments for fully insured Medicare
Advantage plans, and $146.0 million in administrative costs.

Membership Statistics

As of July 2019, the Plan’s membership consisted of 734,057 teachers, State Employees, retirees, current and former
lawmakers, state university and community college personnel, and their Dependents.

Among total membership, there are:

* 498,446 active Employees and their Dependents.

e 1,362 Consolidated Omnibus Budget Reconciliation Act of 1986 (COBRA) participants and their Dependents.
COBRA requires most employers with group health plans to offer employees the opportunity to continue their
group health care coverage temporarily under their employer’s plan if their coverage otherwise would cease due
to termination, layoff, or other change in employment status. COBRA rules apply to the Plan pursuant to Title XXI|
of the Public Health Service (PHS) Act, 42 U.S.C. §§ 300bb-1 through 300bb-8.

* 231,326 Medicare and non-Medicare retirees and disabled Members and their Dependents.

* 2,923 Members and their Dependents who are eligible for the Plan on a fully contributory basis who are invoiced
for their premiums (Direct Bill Members) on a monthly basis.

Plan Offerings

The Plan offers two (2) Preferred Provider Organization (PPO) plans to active Employees and Non-Medicare retirees,
described below, using the North Carolina State Health Plan Network for services incurred in North Carolina. Members
who seek services outside of North Carolina have access to Blue Cross Blue Shield of North Carolina’s (BCBSNC)
Blue Card network.

» The 82/20 PPO Plan has higher premiums in exchange for lower copays, coinsurance, and deductibles. This plan
includes the ability for the Subscriber to lower the monthly Subscriber premium by attesting to be a non-tobacco
user or a tobacco user willing to complete a tobacco cessation program. As of July 2019, the 80/20 PPO Plan
accounted for 333,768 Members.

e The 70/30 PPO Plan has lower premiums in exchange for higher copays, coinsurance, and deductibles. Like the
80/20 PPO Plan, the 70/30 PPO Plan includes the ability for the Subscriber to lower the monthly Subscriber
premium by attesting to be a non-tobacco user or a tobacco user willing to complete a tobacco cessation
program. As of July 2019, the 70/30 PPO Plan accounted for 221,631 Members.

In 2019, the State Health Plan offered three (3) health plan options for Medicare Primary Members. These plans
include the 70/30 PPO Plan, which is also offered to Non-Medicare primary Members and administered through
BCBSNC, and two (2) Group Medicare Advantage (PPO) Plan options — offered through UnitedHealthcare — which
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include benefits and services such as access to the SilverSneakers® Fitness Program, a nurse help line, and disease
and case management services.

e UnitedHealthcare Group Medicare Advantage PPO Base Plan — 131,278 Members
e UnitedHealthcare Group Medicare Advantage PPO Enhanced Plan — 22,020 Members
e 70/30 PPO Plan — 24,928 Members

The Plan offers a High Deductible Health Plan (HDHP) to Employees determined by their Employing Units to be full-
time Employees in accordance with Section 4980H of the Internal Revenue Code and who do not qualify for coverage
under subdivision (1), (5), (6), (7), (8), (9), or (10) of N.C.G.S. § 135-48.40(b). Eligibility is also subject to N.C.G.S. §
135-48.43.

e 432 HDHP Members
Plan Vendors

The Plan contracts with a number of vendors to provide third party administrative, pharmacy benefit management, and
other related services:

e BCBSNC is the current Third Party Administrator (TPA) for Claims and Related Services for the Plan’s three (3)
self-funded plan options.

e The two (2) fully insured Medicare Advantage Plan designs are provided by UnitedHealthcare.

e CVS/Caremark is the Pharmacy Benefit Manager (PBM).

e Benefitfocus is the Plan’s eligibility and enroliment services (EES) vendor.

e ITEDIUM provides COBRA administration and billing services.

A full list of the Plan’s contracted vendors (Plan vendors) is available on the Plan’s website at www.shpnc.org.

2.0 GENERAL INFORMATION
2.1 REQUEST FOR PROPOSAL DOCUMENT

The RFP is comprised of the base RFP document, any attachments, and any addenda released before Contract award.
All attachments and addenda released for this RFP in advance of any Contract award are incorporated herein by
reference.

2.2 E-PROCUREMENT SOLICITATION

ATTENTION: This is NOT an E-Procurement solicitation. Paragraph #16 of Attachment C: North Carolina General
Contract Terms and Conditions, paragraphs b), ¢), and d) do not apply to this solicitation.

2.3 NOTICE TO VENDORS REGARDING RFP TERMS AND CONDITIONS

It shall be the Vendor’s responsibility to read the Instructions, the State’s terms and conditions, all relevant exhibits and
attachments, and any other components made a part of this RFP, and comply with all requirements and specifications
herein. Vendors also are responsible for obtaining and complying with all addenda and other changes that may be issued
in connection with this RFP.

If Vendors have questions, issues, or exceptions regarding any term, condition, or other component within this RFP,
those must be submitted as questions in accordance with the instructions in Section 2.5 PROPOSAL QUESTIONS. If
the State determines that any changes will be made as a result of the questions asked, then such decisions will be
communicated in the form of an Addendum. The State may also elect to leave open the possibility for later negotiation
and amendment of specific provisions of the Contract that have been addressed during the question and answer period.
Other than through this process, the State rejects and will not be required to evaluate or consider any additional or
modified terms and conditions submitted with Vendor’s proposal. This applies to any language appearing in or attached
to the document as part of the Vendor's proposal that purports to vary any terms and conditions or Vendors’ instructions
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herein or to render the proposal non-binding or subject to further negotiation. Vendor's proposal shall constitute a firm
offer. By execution and delivery of this RFP Response, the Vendor agrees that any additional or modified terms
and conditions, whether submitted purposely or inadvertently, shall have no force or effect, and will be
disregarded. Noncompliance with, or any attempt to alter or delete, this paragraph shall constitute sufficient
grounds to reject Vendor’s proposal as nonresponsive.

If a Vendor desires modification of the terms and conditions of this solicitation, it is urged and cautioned to inquire during
the question period, in accordance with the instructions in this RFP, about whether specific language proposed as a
modification is acceptable to or will be considered by the State. Identification of objections or exceptions to the State’s
terms and conditions in the proposal itself shall not be allowed and shall be disregarded or the proposal rejected.

Contact with anyone working for or with the State regarding this RFP other than the State Contract Manager named on
the face page of this RFP in the manner specified by this RFP shall constitute grounds for rejection of said Vendor's
offer, at the State's election.

2.4 RFP SCHEDULE

The table below shows the intended schedule for this RFP. The State will make every effort to adhere to this schedule.

Event Responsibility | Date and Time
Issue RFP Plan October 1, 2019
Vendor Deadline for Submission of Written Vendor October 8, 2019
Minimum Requirements Questions

Plan Responds to Minimum Requirements Plan October 14, 2019
Questions (Posted on IPS)

Deadline to Submit Minimum Requirements Vendor October 21, 2019
Proposals including executed Attachment |

Notify Vendors if Minimum Requirements Met October 29, 2019
Issue Vendor’s designated recipient, a link to Plan October 29-31, 2019

Secure File Transfer Protocol (SFTP) system for
attachments and Data Files

Vendor Deadline for Submission of All Written Vendor November 7, 2019
Questions

Plan Responds to Questions (Posted on IPS) Plan November 15, 2019
Opening of Proposals by Plan (Bid Closes) Vendor January 3, 2020
Evaluation Period (Review of Proposals and Plan January 15-28, 2020
Finalist Presentations)

Proposed Finalist Presentations Vendor February 6-10, 2020
Best and Final Offer (BAFO) Plan February 11-14, 2020
Plan Seeks Approval from the Attorney Plan February 17-26, 2020
General's Office

Present award recommendation to the Board Plan February 27-28, 2020
Award of the Contract Plan & Vendor | February 28, 2020
Implementation Period Plan & Vendor | March 1, 2020 through December 31, 2021
Services Begin Vendor January 1, 2022

2.5 PROPOSAL QUESTIONS

Upon review of the RFP documents, Vendors may have questions to clarify or interpret the RFP in order to submit the
best proposals possible. To accommodate the Proposal Questions process, Vendors shall submit any such questions
by the above due dates. Questions received after these dates will not receive a response.
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Written questions shall be emailed to Sharon.Smith@nctreasurer.com with a copy to SHPContracting@nctreasurer.com
by the date and time specified above. When submitting Minimum Requirements questions, Vendors should enter “RFP
# 270-20191001TPAS: Minimum Requirements Questions” as the subject for the email. When submitting all other
questions, Vendors should enter “RFP # 270-20191001TPAS Questions.” Question submittals should include a
reference to the applicable RFP section and be submitted in the format shown below:

Reference Vendor Question

RFP Section, Page Number Vendor question ...?

Questions received prior to the submission deadline dates in Section 2.4, the State's response, and any additional terms
deemed necessary by the State will be posted to the Interactive Purchasing System (IPS), http://www.ips.state.nc.us, in
the form of an Addendum to this RFP. No information, instruction, or advice provided orally or informally by any State
personnel, whether made in response to a question or otherwise in connection with this RFP, shall be considered
authoritative or binding. Vendors shall rely only on written material contained in an Addendum to this RFP.

2.6 PROPOSAL SUBMITTAL
2.6.1 RFP Phases for Submission

a) This RFP requires that Vendors meet certain Minimum Requirements in order for technical and cost responses to
be evaluated for possible Contract award (See Section 5.1). Therefore, submission of responses are divided into
two phases:

i.  Minimum Requirements Submission
ii. Technical and Cost Proposal Submission

b) Vendors that meet the Minimum Requirements will be notified and may provide Technical and Cost Proposals in
response to the RFP. Vendors that do not meet the Minimum Requirements will be disqualified from further
consideration.

c) Vendors that meet the Minimum Requirements and submit the signed Nondisclosure Agreement, Attachment I, will
be provided a de-identified medical claims file for repricing. The files will be provided via SFTP. The instructions for
accessing the data files are as follows:

i.  The Plan will provide its Actuarial/Analytical and Health Benefits Consulting vendor Segal a listing of the
Vendors that meet the Minimum Requirements and each Vendor's designated recipient.

ii. Segal will send each Vendor's designated recipient a link to the SFTP system, the appropriate data
dictionary(s), file layouts, and reference tables.

iii. The designated recipient may access the SFTP system and download each of the files.

d) Sealed proposals, subject to the conditions made a part hereof and the receipt requirements described below,
shall be received at the address indicated in the table below, for furnishing and delivering those items or Services
as described herein.

Mailing and Office address for delivery of proposal
via US Postal Service, special delivery, overnight, or any other carrier

PROPOSAL NUMBER: 270-20191001TPAS
NC Department of State Treasurer

State Health Plan Division

3200 Atlantic Avenue

Raleigh, NC 27604

Attention: Sharon Smith, Manager of Contracting and Compliance
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IMPORTANT NOTE: All proposals shall be physically delivered to the office address listed above on or before the
proposal deadline in order to be considered timely, regardless of the method of delivery. This is an absolute
requirement. All risk of late arrival due to unanticipated delay—whether delivered by hand, U.S. Postal Service, courier
or other delivery service is entirely on the Vendor. It is the sole responsibility of the Vendor to have the proposal physically
in_this office by the specified time and date of opening. The time of delivery will be marked on each proposal when
received, and any proposal received after the proposal submission deadline will be rejected. Sealed proposals, subject
to the conditions made a part hereof, will be received at the address indicated in the table in this Section, for furnishing
and delivering the commodity as described herein.

All Vendors are urged to take the possibility of delay of the U.S. Postal Service into account when submitting the Minimum
Requirements Proposal and the Technical and Cost Proposals. Attempts to submit a proposal via facsimile (FAX)
machine, telephone, or electronic means, including but not limited to email, in response to this RFP shall NOT
be accepted.

All Vendors shall follow the instructions below when submitting the Minimum Requirements Proposal and the
Technical and Cost Proposals.

2.6.2 Minimum Requirements Proposal Submission

a) Submit two (2) signed, original executed Minimum Requirements Proposal responses, thirteen (13) photocopies,
one (1) photocopy of the Minimum Requirements Proposal redacted in accordance with Chapter 132 of the General
Statutes, the Public Records Act, two (2) un-redacted electronic copies on flash drives and, if required, one (1)
redacted copy in accordance with Chapter 132 of the General Statutes, the Public Records Act, on flash drive of
your proposal simultaneously to the address identified in the table above. Redacted copies shall exclude any
proprietary information in accordance with Chapter 132 of the General Statutes, the Public Records Act. All
redactions shall be made in black so that the redactions are easily identifiable by the Plan.

b) Submit your Minimum Requirements Proposal in a sealed package. Clearly mark each package with: (1) Vendor
name; (2) the RFP number; (3) “Minimum Requirements Proposal’; and (4) the due date. Address the package(s)
for delivery as shown in the table above.

c) The electronic copies of your proposal must be provided on separate read-only flash drives. The files on the flash
drives shall NOT be password protected, shall be in .PDF or .XLS format, and shall be capable of being copied to
other media including readable in Microsoft Word and/or Microsoft Excel.

d) Flash Drive One must contain the entire Minimum Requirements Proposal including any proprietary information and
have the following label affixed to the flash drive: 1) Vendor name; (2) the RFP number; (3) the due date; and (4) the
words “Minimum Requirements Proposal Non-Redacted.”

e) Flash Drive Two, if required for confidentiality, must contain the Minimum Requirements Proposal excluding any
information identified as confidential and proprietary in accordance with Attachment B, Paragraph 14 of the
Instructions to Vendors. The Plan in responding to public records requests, will release the information on this flash
drive. It is the sole responsibility of the Vendor to ensure that this flash drive complies with the requirements of
Attachment B, Paragraph 14 of the Instructions to Vendors. The following label must be affixed to the flash drive: (1)
Vendor name; (2) the RFP number; (3) the due date; and (4) the words “Minimum Requirements Proposal Redacted.”

2.6.3 Technical and Cost Proposal Submission

a) Submit two (2) signed, original executed Technical and Cost Proposal responses, thirteen (13) photocopies, one
(1) photocopy of the Technical and Cost Proposal redacted in accordance with Chapter 132 of the General Statutes,
the Public Records Act, two (2) un-redacted electronic copies on flash drives and, if required, one (1) redacted copy
in accordance with Chapter 132 of the General Statutes, the Public Records Act, on flash drive of your proposal
simultaneously to the address identified in the table above. Redacted copies shall exclude any proprietary
information in accordance with Chapter 132 of the General Statutes, the Public Records Act. All redactions shall be
made in black so that the redactions are easily identifiable by the Plan.

b) Submit your technical and costs proposals in two (2) separate sealed packages. Clearly mark each package with:
(1) Vendor name; (2) the RFP number; (3) “Technical or Cost Proposal’; and (4) the due date. Address the
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package(s) for delivery as shown in the table above. If Vendor is submitting more than one (1) proposal, each
proposal shall be submitted in separate sealed envelopes and marked accordingly. For delivery purposes, separate
sealed envelopes from a single Vendor may be included in the same outer package. Proposals are subject to
rejection unless submitted with the information above included on the outside of the sealed proposal package.

The electronic copies of your proposal must be provided on separate read-only flash drives. The files on the flash
drives shall NOT be password protected, shall be in .PDF or .XLS format, and shall be capable of being copied to
other media including readable in Microsoft Word and/or Microsoft Excel.

Flash Drive One must contain the entire Technical and Cost Proposal including any proprietary information and have
the following label affixed to the flash drive: 1) Vendor name: (2) the RFP number; (3) the due date; and (4) the
words “Technical and Cost Proposal Non-Redacted.”

Flash Drive Two, if required for confidentiality, must contain the Technical and Cost Proposal excluding any
information identified as confidential and proprietary in accordance with Attachment B, Paragraph 14 of the
Instructions to Vendors. The Plan in responding to public records requests, will release the information on this flash
drive. It is the sole responsibility of the Vendor to ensure that this flash drive complies with the requirements of
Attachment B, Paragraph 14 of the Instructions to Vendors. The following label must be affixed to the flash drive: (1)
Vendor name; (2) the RFP number; (3) the due date: and (4) the words “Technical and Cost Proposal Redacted.”

2.7 PROPOSAL CONTENTS

Vendor proposal responses shall:

a)
b)
c)
d)
e)
f)

Match the order of the RFP.

Include the RFP section and requirement or specification numbers.

Include a Table of Contents.

Include tabs indexing each section.

Be submitted in muiltiple three (3) ring binders no larger than three (3) inches each.

Include at a minimum the following information: RFP number, RFP title, Proposal title, and the submitting Vendor’s
name on the front and side of each binder.

2.7.1 Minimum Requirements Proposal Contents

Vendors shall populate RFP attachments indicated below that require the Vendor to provide information and include an
authorized signature where requested. Vendors' Minimum Requirements Proposal responses shall include the following
items and those attachments should be arranged in the following order:

Q O o o

)
)
)
)
)

=5 (P

)

9)
h)

Completed and signed ATTACHMENT J: Minimum Requirements Submission Information.

Third Party Administrative Services Minimum Requirements Proposal (RFP Section 5.1).
ATTACHMENT C: NORTH CAROLINA GENERAL CONTRACT TERMS AND CONDITIONS.
Completed version of ATTACHMENT D: LOCATION OF WORKERS UTILIZED BY VENDOR.
Completed and signed version of ATTACHMENT E: CERTIFICATION OF EINANCIAL CONDITION.
Completed and signed version of ATTACHMENT G: BUSINESS ASSOCIATE AGREEMENT.
Completed and signed version of ATTACHMENT H: HIPAA QUESTIONNAIRE.

Completed and signed version of ATTACHMENT I: NONDISCLOSURE AGREEMENT.

2.7.2 Technical and Cost Proposal Contents

Vendors shall populate all attachments of this RFP that require the Vendor to provide information and include an
authorized signature where requested. Vendors’ Technical and Cost Proposal responses shall include the following
items and those attachments should be arranged in the following order:

a)

b)

Completed and signed version of EXECUTION PAGES along with the body of the RFP, and signed receipt pages
of any addenda released in conjunction with this RFP (if required to be returned).

Technical Response (RFP Sections, 4.6, 4.10, 5.2, & 6.3).
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Completed version of ATTACHMENT A: PRICING.
ATTACHMENT B: INSTRUCTIONS TO VENDORS.
Completed version of ATTACHMENT F: SUPPLEMENTAL VENDOR INFORMATION.

2.8 DEFINITIONS, ACRONYMS, AND ABBREVIATIONS

a)

b)

5)
t)

ADDENDUM: Written clarification or revision to this RFP during the procurement process and prior to the close of
bids.

ADMINISTRATIVE DECISION MEMO (ADM): Document that outlines the Plan’s business rules and/or
requirements and the processes used by the Vendor to support the Plan. The ADM must be signed by the Plan's
Contract Administrator regarding day-to-day activities, and/or his/her delegate and the Vendor's Contract
Administrator regarding day-to-day activities, and/or his/her delegate.

AUDIT FILES: A Full File that provides all records/transactions required to successfully validate vendor or partner
data including, but not limited to, enroliment (i.e. demographics, Member categories) and coverage periods (i.e.
effective and expiration dates, plan, and Group).

BAFO: Best and Final Offer, submitted by a Vendor to alter its initial offer, made in response to a request by the
State.

BEACON - (Building Enterprise Access for NC's Core Operation Needs): State system that integrates employee
benefit enrollment with HR and Payroll SAP software. It also supports related payroll processes, reporting, and other
related services. Currently, enrollment data from BEACON is sent via daily EDI files to the Plan’s eligibility and
enroliment services vendor.

BENEFIT EFFECTIVE DATE: The date the Vendor is obligated to start processing claims.

BENEFIT YEAR: The fiscal 12-month period which begins every January 1st and ends every December 31st during
which yearly plan design features such as the copayments and co-insurance and specific benefit maximums
accumulate.

BOARD OF TRUSTEES (BOARD): The governing board whose members are appointed by the Governor, the
General Assembly, and the State Treasurer and who act as fiduciaries for the Plan in carrying out their duties and
responsibilities as set forth in law.

BUSINESS REQUIREMENTS: Customer needs and expectations that will be memorialized in a Business
Requirements Document.

BUSINESS REQUIREMENTS DOCUMENT (BRD): Document that outlines the Business Requirements, for a
benefit, program, or process and may include requirements for multiple Plan vendors.

CHANGE FILE: An EDI file that provides records/transactions, including retro-activity, that have changed or are
new since the last EDI file. Change Files are often desirable as they are smaller in size and are quicker to process
than Full Files. With Change Files, successive files will contain only data that has changed since the preceding
Change File or Full File.

CLARIFICATION: A written response from a Vendor that provides an answer or explanation to a question posed
by the State about that Vendor's proposal. Clarifications are incorporated into the Vendor's proposal response.
CLOSE-OUT DOCUMENT: A document developed by the Vendor to tie up any loose ends from a project and
officially deliver the project to the operations and/or business teams.

CMS: Federal Centers for Medicare and Medicaid Services.

COBRA: Consolidated Omnibus Budget Reconciliation Act of 1986, 29 U.S.C. §. 1161-1168 as applicable to the
North Carolina State Health Plan pursuant to Title XXII of the Public Health Service Act, U.S.C. §§ 300bb-1
through 300bb-8. Provides certain former Employees, retirees, spouses, former spouses, and Dependent children
the right to temporary continuation of health coverage at group rates. The coverage, however, is only available
when coverage is lost for specific qualifying events.

COBRA PARTICIPANTS: Any Members of the Plan covered under COBRA.

CONFLICT OF INTEREST: Situations or circumstances through which the Vendor, or entities or individuals
closely affiliated with the Vendor, will derive, or reasonably may be perceived as deriving, direct financial or other
pecuniary benefit from its performance of this Contract other than through the compensation received according to
the Contract for performance of the Contract, or that might impair, or reasonably be perceived as impairing, the
Vendor's ability to perform this Contract in the best interests of the State.

CONTRACT ADMINISTRATOR: Representative of the Plan who will administer this Contract for the State.
CONTRACT MANAGER: Representative of the Plan who corresponds with potential Vendors regarding this RFP.
COVERAGE TIER: The type of coverage (Employee only, Employee + spouse, Employee + child(ren), and
Employee + family) the Subscriber has elected.

CUSTOMER: For the purposes of this RFP, any entity for which a service is provided such as Providers, Plan
Members, Health Benefit Representatives (HBRs), and Plan Staff.
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v) CUSTOMER EXPERIENCE: The service experience of Customers.

w) DATA CENTER: A facility that performs one or more of the following functions:

a. Physically houses various equipment, such as computers, servers (e.g., web servers, application servers,
database servers), switches routers, data storage devices, load balances, wire cages or closets, vaults, racks,
and related equipment;

b. Stores, manages, processes, and exchanges digital data and information:

c. Provides application services or management for various data processing, such as web hosting internet,
intranet, and telecommunication and information technology.

x) DATAFILE: An electronic file containing data.

y) DATA WAREHOUSE: A Data Warehouse is a merged repository that stores data from multiple sources from an
enterprise's various operational systems, that is constructed with predefined schemas designed for data analytics
and reporting, for current and historical decision support information. Essential components of a Data Warehouse
include the means to (1) retrieve, extract, transform, and load data from different sources for access and analysis,
(2) processes to cleanse the data from the operational systems to ensure data quality before it is used for
analytics and reporting, (3) maintain, catalogue, and utilize associated metadata including the data dictionary and
reference code sets, (4) analyze data, and (5) operate across very large amounts of data. A Data Warehouse
differs from a database. A database is used to capture and store data from a limited set of transactional systems
(or one), its schema is normalized, and it is not designed to run across very large data sets. A Data Warehouse
differs from a data lake. A data lake is a central repository for all types of raw data, whether structured or
unstructured, from multiple sources, and its schema is undefined.

z) DELIVERABLE: Refers to any service, duty, performance, or other contractual obligation of the Vendor.

aa) DEPENDENT: An eligible Plan Member other than the Subscriber.

bb) DEPENDENT CHILD: Natural, legally adopted, or foster child or children of the Employee and/or spouse, up to the
first of the month following his/her 26th birthday, whether or not the child is living with the Employee.

cc) DEPLOYMENT PLAN: A document developed by the Vendor to outline the sequence of operations or steps that
must be carried out to deploy new functionality or processes.

dd) DIRECT BILL MEMBERS: Members who are invoiced directly for their premium contributions by the Plan's billing
vendor. This includes, but is not limited to, individuals on COBRA or leave of absence, retirees for whom the State
of North Carolina makes partial contributions, former Em ployees who have elected to continue reduction in force
benefits beyond the initial twelve (12) months, and surviving Dependents. Any Member in this population could be
enrolled in and invoiced for multiple benefits.

ee) ELECTRONIC DATA INTERFACE (EDI): Standard format for exchanging business data.

ff) EMPLOYEE OR STATE EMPLOYEE: Any individual eligible for coverage pursuant to their employment with a
qualifying Employing Unit as described in Article 3B of Chapter 135 of the North Carolina General Statutes, as may
be amended from time to time.

gg) EMPLOYING UNIT: A North Carolina local education agency; community college; State department, agency or
institution; or association or examining board or commission, whose Employees are eligible for membership in a
State of North Carolina-supported retirement system as defined in Article 3B of Chapter 135 of the North Carolina
General Statutes as may be amended from time to time. An Employing Unit also shall mean a charter school in
accordance with Part 6A of Chapter 115C of the North Carolina General Statues whose board of directors elects to
become a participating employer in the Plan under N.C.G.S. § 135-39.17. Bona fide fire departments, rescue or
emergency medical service squads, and National Guard units are deemed to be Employing Units for the purpose
of providing benefits under this Article. An Employing Unit shall also mean an employer, as defined for local
government employers by N.C.G.S. § 128-21(11) who has received legislative authority to and has elected to
participate in the Plan.

hh) END-TO-END TESTING: Testing that begins at the first step of the process and concludes with the last step. In
this Contract, End-to-End Testing includes testing the process from the beginning step to the last step which
includes testing with every Plan vendor involved in the item to be tested.

if) ENTITY: For the purposes of this Contract, Entity refers to a distinct grouping of Employing Units. They include,
but are not limited to:

a. BEACON Groups — Employing Units utilizing the BEACON payroll system.

b. Universities - Employing Units that are part of the North Carolina University System.

c. Community Colleges — Employing Units that are part of the North Carolina Community College System.

d. Public Schools — Employing Units that are part of the North Carolina Public Schools or Local Education
Associations (LEAs).

e. Charter Schools — North Carolina Charter Schools that have elected to participate in the Plan.

f.  Local Governments — Local Governments that have elected to participate in the Plan.

i) E-PROCUREMENT SERVICES: The program, system, and associated Services through which the State conducts
electronic procurement.
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kk) FOCUS AUDITS: Audits performed on an as-needed basis at the Plan’s discretion throughout the Plan Year. The

North Carolina Office of the State Auditor may initiate an audit at any time.,

Il) FULL FILE: EDI file that provides all records/transactions between a date range or a complete historical dump of
data. Full Files can also contain termination and future transactions based on the requirements. Full Files are
larger in size and take longer to process. With Full Files, successive files will contain more and more and take
longer and longer to process. For example, if Full Files are created each month, every Full File created will contain
all records/transactions from the previous Full File and any additional records/transactions created during the
current month. Examples of standard Full Files include but are not limited to:

a. Audit Files — A Full File that provides all records/transactions required to successfully validate vendor or
Partner data including, but not limited to enrollment (i.e., demographics and Member categories) and coverage
periods (i.e. effective and expiration dates, plan, and Group).

b. Billing Files — A Full File that provides all records/transactions required to successfully deduct premiums
including, but not limited to, enroliment (i.e., demographics and Member categories) and coverage periods
(i.e., effective and expiration dates across plan years, plan, and Group).

c. Seed File — A Full File that provides all records/transactions required to successfully “seed” or baseline Plan
data with a vendor, Partner, or the Plan. This data includes, but is not limited to enroliment (i.e. demographics
Member categories) and coverage periods (i.e. effective and expiration dates, plan, and Group).

d. Annual or Open Enrollment File — A Full File that provides all records/transactions required to successfully
validate vendor or Partner data for the subsequent Plan Year, including but not limited to enroliment (i.e.
demographics and Member categories) and coverage periods (i.e. effective and expiration dates, plan, and
Group). Vendors and Partners may request that an Annual Enrollment Full File is broken up into several files
due to file size processing limitations.

mm) FUNTIONAL REQUIREMENTS DOCUMENT: The document developed by the Vendor to ensure the technical
specifications are in alignment with the Business Requirements. This document may also be called a Solutions
Document.

nn) GO-LIVE: The first time a system or service can be used after all tests have been completed and the functionality
has been implemented. There shall be a Go-Live date in every Implementation Plan.

00) GROUP: The entity through which Members are “grouped” to enroll and be invoiced (i.e. Employing Units,
Retirement Systems, Direct Bill, and COBRA).

pp) GROUP PREMIUM INVOICE: Monthly Invoice provided to the Employing Unit and/or Entity responsible for paying
the monthly health benefit premiums.

qq) HEALTH BENEFIT REPRESENTATIVE (HBR): The Employee designated by the Employing Unit to administer
the Plan for the unit and its Employees. The HBR is responsible for enrolling new Employees, reporting changes,
explaining benefits, reconciling group statements, and remitting group fees. The State Retirement System is the

HBR for retired State Employees.

rr) HEALTH ASSESSMENT: Individual health questionnaires that provide a systematic approach to collecting
information from individuals that identifies risk factors, provides individualized feedback, and links the person with
at least one intervention to promote health, sustain function and/or prevent disease.

ss) HIPAA: The Health Insurance Portability and Accountability Act of 1996, 42 U.S.C.§. 1301 et seq. The law
provides uniform federal privacy protection standards for consumers across the country. The standards protect
patients' medical records and other health information provided to health plans, doctors, hospitals, and other
health care providers. Developed by the Federal Department of Health and Human Services, these standards
provide patients with access to their medical records and more control over how their personal health information
is used and disclosed. The term HIPAA also includes all amendments and implementing regulations including
specifically the HITECH Act of 2009, Title XIII of Division A and Title IV of Division B of the American Recovery

and Reinvestment Act of 2009 (ARRA), Pub. L. No. 11-5,

tt) IMPLEMENTATION PLAN: Documentation of the agreed upon target dates for meeting milestones and
deliverables that must be completed for the provision of services to Go-Live. Implementation Plans shall be utilized
for the initial implementation and Go-Live of the Contract and for any subsequent Amendments or activities that
require Vendor system development or Plan vendor integration. Implementation Plans shall include a description
of the co-dependencies and tasks, identification of business, and/or deliverable owner(s).

uu) INTERACTIVE VOICE RESPONSE (IVR): A technology that allows a computer to interact with humans through
the use of voice and keypad inputs.
vv) MAY: Denotes that which is permissible, not mandatory

ww) MEDICAL MANAGEMENT: A general term applied to practices of utilization management (UM), case
management (CM), and disease management (DM), alone or in combination with each other.

xx) MEMBER: Any Subscriber enrolled in the North Carolina State Health Plan for Teachers and State Employees, or

a Dependent currently enrolled in the health benefit plan for which a premium is paid.

yy) N.C.G.S.: North Carolina General Statutes.

BCNC1 969

Page 16 of 170


















