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SHERRILL /"Mt

IRGAN
February 16, 2011

- Mr. Brian Wilcox, Purchasing Manager
City of Franklin Purchasing Office
Franklin City Hall, Suite 107
109 g1 Ave, South

- Franklin, TN 37064

Dear Mr. Wilcox:

Thank -you. very much for the opportunity to respond to yourRequest for
Proposals for Group Employee Insurance Benefits Consulting Services. We have
enclosed our response, along with supporting docurnents,

We specialize in Tennessee and Kentucky governments, representing over
seventy-five governments throughout both statés. Because of our familiarity with
Tennessee governments, our office, in conjunction with the Tennessee Personnel
Management Association (TPMA), conducts an annual survey of government
employee benefits. '

Our proposal illustrates the types of services we provide, The foundation of these
services is development of a three-year plan for employee benefits based on the
City of Franklin’s financial goals. Plan designs would be tailored to achieve these
goals, with consumer-driven programslike health reimbuiseément arrangements,
wellness programs, and coverage of over-the-counter drugs being incorporated
into a eomprehensive program. .Accessio-our on-staffattorney and C.P.A.,as'
well as independent phartacy and hospital network consultants are included in
out gervices., ' : : -

Because of our expertise with Tennessee governments, we believe that weare
uniquely qualified to represent the City of Franklin,“Welook forward tothe -~
opportunity to further demonstrate how we might be able to serve you.

Sincerely,

S T o e
| e
Mark T, Morgan, President

Sherrill D. Morgan & Associates, Inc, -
DBA SHERRILL MORGAN

525'W. Fifth Street - Suite 310 - Covington,KY 41011 - (859) 291-6600 « (800) 291-4222 . (859} 291-7805 Fax - wwwisherrllimorgan.com
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Organization and Expertise

Organization

SHERRILL MORGAN was founded in 1969 by Sherrill Morgan as Sherrill D.
Morgan & Associates, Inc. and originally specialized in estate planuning, As
greater emphasis was placed on employee benefits by the business owners it
represented, SHERRILL MORGAN evolved to serve its customers on a
- consultative basis for employee benefits, SHERRILL MORGAN is an
“independent consultant, not affiliated with any insurance company, third party
administrative agency or provider network. For over forty years, SHERRILL
MORGAN has sought to serve its clients’ needs by seeking out quality employee
benefits programs that fit within its clients’ budgets.

SHERRILIL MORGAN is unique in its emphasis on helping its clients plan for the
future of their benefits programs. At SHERRILL MORGAN, we firmly believe
that employers must be proactive in managing their benefits programs, and not
merely wait for their annual renewal to be delivered. Rather than utilizing cost-
control methods standard to the broker community, such as switching carriers in
order to get a “new business rate,” we prefer totake measures that will make
programs sound for years to come, and we bring specialists to the table that can
accomplish this.

Expertise.

SHERRILL MORGAN maintains a highly professional and well-trained staff that



supports the needs 01 its clients and their employee benefits p10g1 ams.

SHERRILL MORGAN and pertinent personnel arelicensed as Health and Life -
Agents and/or Consultants, SHERRILL MORGAN staff mcludes a hcensed _
attorney and certified public accountant. ‘ T e

In addltlon to fulfilling all of their respective contmumg educatlon requir ements,
these staff members regularly participate in conferences and training sessions
held by the Kentucky Public Human Resources Association (KPHRA), the -
‘Kentucky Municipal Clerks.Association (KMCA), the Tennessee Personnel
Management Association (TPMA), The Tennessee Public Risk Management
Assoclation (TaPRIMA), the Tennessee City Management Assoclation (TCMA),.
and the National Association of Insurance.and Financial Advisors. Staff attend
“annual update meetingsheld by the Department of Labor, and keep abreast of
state legislative activity on a regional basis through the departments.of insurance
of those states, and of federal leg1slat1ve activity through the I‘mployee Benefits
- Institute of Amellca '

SHERRILL MORGAN rep1 cscnis over Seventy~ﬁve pubhc S(,ctor chents a.
number of which have 150 employees or niore and $1,500,000 in group health
insurance premiums, Most of these public sector clients have been SHERRILL, |
MORGAN clients for over 3 years. (Please see Exh1b1t 1 for partlal hetmg of
SHERRILL MORGAN government clients,) .

Benefits. Suwevs

'SHERRILL MORGAN conducts three major annual surveys of employee benefits.
The first is the Kentucky Government Benefits Survey, which is.a sivey ofthe . .
employee benefits of over 5,200 Kentucky government employees, The second is-
the Tennessee Personnel Management Association Benefits Sutvey, whichisa '
survey of over. 28,000 Tennessee government employees. SHERRILL MORGAN _
also conducts the Gy eater Cineinnati Health Benefits Survey, a survey of private
111dustry companies in the Greater Cincinnati area with 100 or fewer employees.

(A copy of the TPMA Survey is included.)

SHERRILL MORGAN regu]a1 ly Sponsors (,ducatlonal seminars for its clients,
including annual budget seminars for its government clients and periodic
updates on regulatory issues, especially the new federal health care reform laws
and regulations.  SHERRILL MORGAN provides sponsorship and facilitation of
meetings regarding new industry concepts, incliding constmer-driven health
plans and wellness programs. (Please see Exhibit 2 for sample invitations.)
SHERRILL MORGAN also provides all clients with a monthly newsletter to keep
them up-to-date on employec heneﬁt news. (Please se¢ E Exh1b1t 4 for sample
newsletters.)

In adchtlon to the services listed in Section 2 - Werk Plan/Technical Appr oach,
SHERRILL MORGAN also assists ehentq in- the following ways: -

Health Care Reform Assistance:



SHERRILL MORCAN St’lff 1nc1udmg its on—stdff attorney, are: aVallable to
~ answet questions régarding the recent federal hedlth care mform laws and ail of
the attendant leguldtmns : S S o

Eleovee Commumcatlons

SHERRILL MORGAN helps to coordmate the development of employee beneﬁt -
- communications. Commuinications are cither developed in-hotise, or developed -
by the appropriate veridors and reviewed by SHERRILL MORGAN staff-for
accuracy and cffectiveness. Communications range froin standard materials such
as Summaly Plan Descriptions, benefit sumimaries, and “frequently asked
questiong” 16 detailed explanatlons of how employees can benefit by taking
advantage of special programs like Over-the-Counter drug progtams. Because o’
many of the programs SHERRILL MORGAN encourages clients to adoptare
- consumer-driven in nature, effective communication of the concepts to
employees is essential. (Please see Exhibit 4 for examples of employee
(,ommumea‘tlons deve]oped by SHERRI LL MORGAN ) .

Employse Meetmg,_

SHERRILL MORGAN regularly conducts employee meetings. Staff wilt
- coordinate the presence of all pcmnent vendors and will also prepare PowerPoint
presentations and handouts as needed in order to communicate benefit
programs, :

SHERRILL MO R(JAN has lso cmducted eurveys oI’ its clients’ employee _
populations in ordet to determine their preferences with regard to benefits and
potential plan design changes. These surveys have provided clients’ senior s
management with a frame of reference for making decisions regarding their -
benefits programs. SHERRILL MORGAN's staff CPA 15 available to tabulate and
present the data to management. (Please see Iﬁxlubﬂ 5 for examplee of employee
surveys.)

meeed Keyﬂ?eroonﬁgl

: Mark MOI‘gdn, Promdent, Llcensod Coneultant :
Pumal ¥y Lepresentatlve for SHERRILL MORGAN’s activities on behalf of the
L client - : S

Mlke Wl]llams, Senior Vlce Prcoldent, Li(.ensed Consullanl
A primary Consultant for the client-

- 1isa Stamm, Esq., Vice President, Consulting Services. -
Consultation regarding state and federal health plan laws and regulations

Michelle Middendorf, CPA -



Consultatlon on the f1nanclal aspects of health plans

Sharmon Mason, RIIU, REBC MBA
A pr1mary Consultant fo1 the cl1ent

Kristen Flelds, Cuqlomer Scrvicc D1rector -
Dedicated to assisting the client with enrollment and claims i issues and- ass1st1ng
- members w1th 1nd1v1dual clanns lssues W1th garriers

(Please see next sect10n for more detalled si*aif qudhﬁcdtlom )

__ anhﬁw &lg n.ﬁ
Mark Morga ,r. es )RGAN

With over 20 years’ experlence in the health and life insurance. 1ndust1 Y, Mal k
specializes in managing and establishing employee benefit plans, Heisa licensed
Agent and Consultant experienced in working with private, non—ploﬁt and.
governmental entities thloughout the country and has been involved in” -
numerous collective bar gaining: negotiations. He also works with hospital ancl
provider ot gamzatlons, and is one of the industry’s leading proponents of
transparency in health care financing, partlculal ly in the arca of pharmacy N
benefit management. He is regularly invited to speak at human resoyrces ~
conventions on health benefits and health care reform, Mark is an advocate for
senior eitizens, and has served as Premdent of bemor 801 vices of Northern R
Kentucky ' o . L

Mmhg el Willlams, ‘%mor V1ce Premdeni, l,ilgcnsggl C@nsullau_t,
Mike joined SHERRILL MORGAN in 1998 A graduatc of the University Of

Cincinnati, he has a diverse background in the health insurance industry asa-
matketing representative and service apecialist, Mike:also has expetience as a _
bllhng representative, enroliment specialist, and a divisional trainer and has held
posmons with Humana and United Healthcare, He has extensive health
insurance knowledge of claims issues, state laws and guidelines, and customer
service. Mike-is 1eSp0ns1ble fot preparing analysis for all client renewals and new
business quotesand is'a primary consultant for SHERRILL MORGAN '

" concerning any client sorvice issues, Mike is'a licensed Agent-and Consultant.

- Mike also serves on several insurance company advisory boards and on several -

state advisory panels, including the Insurance Coverage Affordability and Rellof

program. Mike stays abreast of state legislative issues regarding health care and *

- has served on various health committees. He also serves on the advmory boald
for Humana, CHA and the Dental Care Plus Group :

Lisa Stamm; Esq..Vic ;

Lisa is a graduate of Notthern Kentucky University and the Universﬂy of

Cincinnati College of Law. She has been with SHERRILL MORGAN sinee 2005,
‘and assists with the management of health and welfare benefit plang; Asa-

licensed attorney, she is able to give consultation regarding applicable state and



federal laws regarding héalth plans. She is also available to answer questions

regarding compliance with qpplleable laws, including federal health care reform,

COBRA, ERISA, and HIPAA, Lisais-alsoan expert and featured speaker on )

. Legulatery issues, particularly as they relate to health care reform. She has beena
- member of the Kentucky Bar Aesocmtmn emce 1992

- Michelle. M1ddendorf. CPA '
Michelle manages health and welfare benefitsfor 1alge, self—funded groups. As a
certified public accountant, she is able to give consultation regarding the financial
~aspects of health plans; as- welI as compliance with FASB and GASB standards.
Michelle oversees the SHERRILL MORGAN survey team. She is a 1992 graduate
of Northern Kentucky University, and has previously practiced public accounting
- for Ernst & Young and sales tax for Cincinnati Milacton. Michelle also oversees
the involvement of SHERRILL MORGAN'’s contracted actuarial partners and
claims auditors. Michelle stays ¢tirrent on FASB and GASB standards spee1fica11y
as they apply to health and welfale plans '

Shannon Mg son, _IQ{U, RE!};C, MBA

Shannon Mason 19 one of our licensed insurance agents and a primary comultant N
with SHERRILL MORGAN. Shantion comes to-us with overiq years of - '
experience in the health and pharmacy benefits industry. She holds demgnatmne :
as a Registered Health Undérwriter and Registered Employee Benefit Consultant
and has earned a Mastet ih Business Administration from Indiana Wosleyan -~
University. She has negotiated arid establisked regional PPO networks ~
throughotit the Midwest and has also negotiated contracts with pharmacy benefit - -
managers and third party administrators. Because she has experience in working
- with health care surveys while at J.D. Power and Associates, Shqnnon alse aqs1sts
with SHERRI LL MORGAN’s employer beneﬁt surveys 8

@E:hw ﬂwammtmme Remeeem &eﬁ

Clty ()f Murfreesboro, Tenneesee

The City. of MUI freesbom has recently retained SI{ERRILL MORGAN to eonduet
Requests for Proposals for all services for their health plan and other employee -
benefits and to provide general consultative services regarding the- Clty S

em ployee benefits pr ogl ams.

Clty of Brenl’wood Tennessee

The City of Brentwood has 1ecently relamed SIIERRI LL MORGAN to cond uct .
Requests for Proposals for all services for their health plan and other employee
benefits and to provide general coneultatlve services t egal ding the (,1ty 5
employee beneﬁts pr ograme . SRR

Clty of Columbla, Tennessee

b~



- The City of Columbia has recently rctqmed SHERRILL MORGAN to conduct
Requests for Proposals for all'services for their health plan and other employee
benefits and to provide general cénsultatwe services regarding the City’s
employee beneflts programs, _

- City of Sprmgﬁeld Tennes‘see

The City of Sprlngfleld has: 1etam(,d SHFRRI LL MORGAN for consu]tmg services
regarding its employee health benefits. The mutvally established goalis a
reduction in the hoalth care bud get of $6 00,000 over a perlod 12~month period.

City of Klngqporl, Tenncaace

The City of Kingsport has retaln(,d SH ERRI LL MORGAN to conduct a Requeqt
for Proposals for administrative services forits health plan and to provide general
consultative services regarding the City's employee benefits programs,

SHERRILL MORGAN ass1sted in.the City's GASB analysis of th(,u retiree
benefits.

The City of Bowlingeﬁmﬁn'-, Kenﬁlcky

The City of Bowling Green has approximately 450 cmployees and hasbeen a
SHERRILL MORGAN client since 2007. The City reduced its cost by nearly 20%
by institiuting a consiumet-driven health plan with an'HRA and by-implementing
a new spousal eligibility pelicy: This policy requueq spouses wha-have coverage - .
availableat their place of émployment to enroll in that coverage,: The policy also :
offered a one-time waiver:benefit for spouses wholeft-the City’s plan to envoll-in -
other coverage. Cortract and network changes recommended by SHERRILL. .
MORGAN have also-contributed to the City's savings.: For example, in2009, - -
SHERRILL MORGAN was able to negotiate an approximate 25% savings on stop
loss premiu‘n'ls-’for-the'City-i The following bar graph illustrates the City’s trend in -
cost pet employeeunit sineé 2002. Since SHERRILL-MORGAN began
representing the City in J anuary of 2007, th(, Clty sunit cost was red uced from :

$8, 763 to $7 339



City of Bowling Green
- Health Care Plan Cost Summary
- 2002-2010
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. ’I‘hc Clty of Br islol 'l‘ennessee _-.'

The (,1ty of Bustol has r1pprox1m'1’cely 340 employees and has been a SHFRRI LL :
MORGAN client since 2005 ‘Through its provider reinbursement/contract- -
analysts; SHERRILL MORGAN was able to negotiate with Elighlands: We]lment
Health Systems for a single-client contract that changed:discounting from a
percentage of billed charges to a per-diem or per-day charge;: This equates te an
addluonal 15% dlSCOUl’lt if- done on.a percentagc of b1llcd charges ba81s 8

ST IERRILL MO RGAN also obtamed an add1t10nal 10% dlscount from thc
Physician PHO and wag ableto giarantée outliers-and inflationary charges for a
period of threeyears. This will amountto nearly $1 million dollars in savings
over three years based on current utilization of that key facility. On the City’s
behalf, SHERRILEL, MORGAN will be able to negotiate additional discounting
with lhe PHO and the Hospital by putting steerage into the plan-design which will
benefit employees who ut111ze nghldnds Wellmont providers over those of other :
-1"1etw01ks :

In 2007, SHERRILL MORGAN conducted a Request for Proposal for all services
- related to the employee benefits program, and assisted the group in installing a
new administrator and ancillary providers. (Please see Exhibit 6 for RFP for all
services. )

In 2008, The City asked SHERRILL MORGAN to do a eomprohenswe review of
its Medlcale eligible and non-Medicare-eligible retiree benefits and to make
recommendations that would reduce the City’s costs and GASB liabilities without
significantly reducing benefits or increasing costs to its retirees. The City



_ adopted a Medicare Advantage fu]ly insur ed plogtam f01 1ts Medlcaro-ehglblc
retirees.. ' _ . o

The Clty added a new plan design with a Health Re1mburaemont Alrangoment for
its active employees in 2009, - The-City’s ¢ost per unit decreased approxnnately
16% in 2009- -2010 when compared w1th 2008 2009 _

: The City of Cowngton, Kentucky

The City of Covington has approximately 400 omployeea and has beon a chent
“since 2004, ‘SHERRILL MORGAN helped the group to achieve a savings of

appr ox1matoly_ $250,000 in administrative and stop loss expenses, and also. -

aggisted in union negouatlons In 2007, the City was able to reach agreements

- with all three of its unions, in part because of changes to the prescription dmg

program developed by SHERRILL MORGAN in conjunotlon wnth its
pharmaceut1ea1 consultant Allan Zaenger.

The City of Bardstown; Kcn lucky

Perhaps tho greatest impact SHERRILL MO RGAN haa had onany client-wason .
the City of Bardstown.. Bardstown has 120 employecs and has been a SHERRILL:
MORGAN client since 2000. With proper long-term planning-and coordination
of all aspects of its plan, including wellness, an HRA (see above), and network
discount negotiations; tho Clty had an:overall 57% reduction in costs.over. four SR
years. _ : . .

Kenton County I‘iqcal Coul't, Kontucky

The I(onton County Fiscal CourL has apprommately 330 employeea and has boen ‘
a client since 2003, Initially, SHERRILL MORGAN coordinated b1dd1ng of
administiative’services, stop 1oss; network diséounts ane ancillary servides, and
was able to impact fixed costs and ancillary services (disability and life) by almost
$300,000. In 20086, as part of its long term plan, the County instituted a dual
choice program that included wellness programs, tobacco premiums,-and waiver -
benefits. ‘The County realized total savings of approximately $900,000 in
2006/2007. In January of 2009, the City began offermg a Health -

Re1mbursement Arrangement.

References

1. Cltv of Br stol Tenncs%e (current clzent)
Contact: Belva Hale, Director of Human Resources, 801 And0130n Street, Bllstol

TN 37621, (423)989-~ "5525

Services provided: Managemem of health and prescmptlon drug plans and
ancillary benefits - _ .



2, City.of White House, Tennessee (current chent) :
Contact: Angie Carrier, City Admlmsttatm 105 College Stl eet, Whlte House, TN

37188 (615)672-4350

Services provided: Management of h(,alth and prescnptmn drug plans

3. City. gf Mt. Juliet, Tenneqsge ( current dlent)
Contact: Randy Robertson, City Manager, 2425 North Mt, J uliet Road, Mt, -

Jull(,t 'I‘N 37121 (615)754 2052

Sel vices prov;dc,d Management of health and pres crlptlon drug plans and
ancﬂlary beneﬁtq ' ' . _ _ _

4. City oi' Erlanger, Kentum (for mer clzent)
Contact: Missy Andress, Director of Admlmstlatlon / Clty Clerk 505
~ Commonwealth Avenue, _Erlanger KY 41018, (859)727-3525

Ser\nces prowded: Management Of health and prescription dl'_ug plans
5. Kentuckv Speedway (former client) .-

“Contact: Debby Shipp, Human Resources Dlrector, 400 Buttermllk Plke #100,
Fit. Mltche,ll KY 41017, (859)647— 309 : _ . S

Serwces pr ov1dod Management of health and pr(,scrlptlon drug plans and
ancillary benefits -

6. Sieb & Meyer America, Inc.(former elient) - Lo
Contact: Jeff Endres, Ofﬁcc, Manager 3975 Port Umon Road Fanfleld OH

45014, (513)563-0860..

S(,mces Prowded Managemen’c of health and p1 esCr, 1puon d1 ug plans and
_ ancﬂlary beneflts . _ :

(Addmonal refer ences avazlable upon request )

Phihse}plw

SHERRILL MORGAN uses a numb(,r of str ategles in a%‘alstlng chents achlevc,
theu objectlve,s Th(,se, 1nclude :

1. Cost Coniamment St"rategtes

a. Long" term p "lcinniﬁ_q



Employers are increasingly challenged to find ways to control costs while -
maintaining a level of employee benefits that enables them to attract.and retain a
strong workforce. Understanding the client’s goals in this regard-and-helping to
- define those goals is SHERRILL MORGAN’s first prlouty SHBJRRI LI MORGAN
uses a detailed process called the “long term plan” in order to identify and
achieve the client’s goals. Ultimately, the goals are translated into a: long term
plan document (Pleaso see Exhibit 7 for long term plan documents:).

The following topics are: dlSCUSbed w1th the chent as part of the: 1eng term. B
planning process: : . S

'_I‘manual Goals* What are thc ¢ 1e11t s F;nanc:al C:oala:’ What docs the

client want plan costs;to be over the next three years, and what share do-
they want employees to pay dyring that period? The client’s historical

costs are examined to detérmine the rate at whlch plan coste have mﬂated -

(Please see ba1 graph in Exhibit 7.) .

Retlree Benefite: SHERRILL MORGAN can examine the costs of the .
client’s retiree benefits programs and make recommendations to the client
on how to manage these programs and the 1esult1ng current and future

- financial liability associated with them, including GASB and OPEB
11ab1111:y (Please see sarn p]e Chent Memorandd in: Lxh1b1t 8. )

Wdlness and Coneumel -D1 iven Goals‘ This is the area. W1th the
greatest potential for.employeeinvolvement and algo involves how the -
plan is conceptually conveyed to employees. Numercus federal and state
regulations apply in the area of Wellness Programs. SHERRILL
MORGAN’s on-staff attorney can prowdo guldancc to- the chent onthe -
regulatory implications in this area, . e

~» - Pharmacy.Goals; :This is.a major consumer-driven area of, h'ealth plans,

For instance, health plans can cover over-the-counter substances in order
to move membels from mote costly prescribed drugs. (Please see below
for more information. on over-the-counter drug coverage.) This, along -
with other programs, can greatly impact.pr eecription diug.costs. . We:also
recommend transparent and pass-through contracting for the client’s

‘pharmacy program to ensure that drugs are purchased at the best posslble
- discount and that all rebates come back to the employcr _

Plan Design Goals: Deductibles and copays are evaluated to make sure
they CooT dmate mth the chent $ goals in 0the1 areas,

Al of the informdtlon above is put ona tlmolmc on Wthh meeting dates and
goals, such as the renewal process, are given future-action dates. (Please see
timeline in Exhibit 7.) SHERRILL MORGAN meets quartelly with chents in
orde1 to facilitate the long, term planmng process. _ :

b. Consumemsm _and Wellness :

-10~



~ years,

- In conjunction with long term: plenmng, SPIERRILL MORGAN has used fhe
following types of p_regrdms in erder to help employers contam the eoets of
- their health planei T S A

i. Health Reimbureement Arrangemenls (HRAs) / I—Iealth Savmgs
- Accounts (FSAs) - : _ _

SHERRILL MORGAN currently manages Health plans for morethanthirty

employers which have instituted HRAs. SHERRILL MORGAN spce1a]1z'es in -

these programs, and instituted one of the first Section 105 HRA plans in the

country at the City of Bardstown; Kentucky. The City of Bardstown: adopled

its plan on the first day these plans hecame available under fedetal

regulations, and réalized a 57% decrease in plan cobts ovei four'years. Those

- employers who have followed SHERRILL MORGAN's tecommendations -
'regalding HRAs, including only reimbursing in-network deductible and
-coinsurance expenses, have seen reductions of bétween 15% and 57%. No
employcr o datc has paid out’ more m IIRA 1e1mbursements than they have

(‘ooxdmation of HRA pro gl ams with other constimet- drwen mltlatwes, such
as wellness programs and-over-the-counter drug coverage (pledse see further -
information below and also Exhibit 4.) can help to maximize the potential for |
cost-control for the plan andfor imploverent in the overall health of the
client’s workforce.  Some examples of SIIERRII,L MORGAN geverhmont
clients who have 1nst1tuted HRAs are B _

The City ofBrtstol Pennessee 1n9t1tuted 1ts HRA on J anuzuy 1, 2009 and .
its cost per unit decreased by 16% when compared to the previcus year

“The Cityaf Henderson, Kenmtky instituted its HRA en J anuary 1 .«1006
and had flét health care costs over a th1ee—yea1 period.: '

Sanitation District No. 1 has had-an- HRA 1n placo smce 9005 ‘md its
'heallh meurance budgct has redﬂeed by 209/

a The Ctty of Bardsiown, Kentucky is SHERRILL MORGAN S lengést~
running HRA program; as mentioned above, its costs decreased 57% over four

The Ctty of I’lorencc, Kentucky mstltuted at H RA on J uly 1, 20 06 _
offering a dual choice of an HRA plan and a traditional plan. N1nety—e1gh1,
peicent of the eriployee population chose the HRA' p]an ‘The Clty‘s cests have
dec1 eqsed appleximately 25% overa feur~yea1' pened o TN

ii. Wellnesq Programq

-1



After helping the dlient to select a wellness program vendor, such as a national
firm or local hospltal SHERRILL MORGAN works with the clientto
determine what type of incentive program will best fit its workforee: .
SHERRILL MORGAN also:helps the client in designing employee ed ucational
formats that will convey the goals of the wellness programs to employees The
cost of the programs range froma per employee per.month cost, to a cost per
meeting, Measurements of return on investment (ROI) are:¢ Lalculated in the
reporting, but an industry standard for monetary ROI is a minimum of two to
three years. Many of the programs that SHERRILL MORGAN has
1mplemented have had an immediate ROI, siich as being able to detect minor
and major health conditions of which. employeeq were previously unaware,
Lisa Stamm, Esq., is expeuenced in developing wellness programs in which
the employer can track certain health conditions, such as high blood pressure,
and then reward or penalize employees for their actual success in managing
- their conditions. ' (Please see wdlnoss information in bxhlbﬂ. 9. )

iii. O"el'"the-COunter Drug Coverage R

The Over-the-Counter (OTC) Drug, plogram enables both mdlvldual members _
and health plans to save money by covering over- “the-counter substances
under the prescription drug card,. It enables members to substitute less
expensive allergy, stomach, and ¢old soré medications for more expensive
prescription substances, A spe(,lal reduced copay is established forthese
over-the-counter substances in order to encourage menjbets to particlpqte
For instance, some employers with $5 or $10 generic copays chaige $1 orno
copay at all for a thirty-day supply of the OTC substances. SHERRILL

- MORGAN will help to educate employees regarding the benefits of this =~
‘program. (Please see Exhibit 4 for a sample of employee educational
information on the OTC pr ogram )

| Vendor Evaluatlon and Saelectlon Serwces

SHERRILL MORGAN uses the long term planmng format, discugsed pr ev1omly
for implementation of new vendors and programs in o der to meet the client’s
goals, .(Pleage see Exhibit 6 for an example of a Request for Proposal that
SHERRILL MORGAN used t6 help select arid install a new third-party
administrator for a client,) Once pertinent vendors have been selected,”

' SHERRILL MORGAN provides customized presentations for each chent
including presentations to employees, and will prepare employee mater 1ale in the
format the employer chooses, The involvement of networks and vendors is
crucial to this process, and SHERRILL MORGAN will facilitate their
involvement. SHERRILL MORGAN can also facilitate online enrollment with
vendors, as well as ehable both employe1 and employee to access online benefit
1nformat1on

Pharma(,y Andlyg
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SHERRILL MORGAN contracts with-Allan Zaenger R.Ph.; MS, of
Pharmaceutical Horizons to inndependently evaluate the pharmacy benefit
programs of its clients, Mr, Zaenger's fecommendations' generally'cause a 10%
cost roduot1on to prescr1pt1on drug prog1 ams thhout any changes in beneﬁts :

 The follomng services are pr owded to SIIERRILL MORGAN chents via
Pharmaceutlcal IIorlzons ' _

. Covcrage f()l Over—tho Cou nte1 D1 ugs (Ploase see detalled descnptlon
“above:} - '

LI O valuatlon of specna}ty or des1gner drugs impact to the p]an ( Ploase see
* Exhibit i0.):

= Proper coverage of smokmg cossatton products (Pl(,ase see Exh1b1t 11.)

= Tajlored formularjes - '

» A detailed drug cost and use: ovalua‘oon companng the orgamzatlon S -

pharmacy data to its own historical data and also to industry. data
- (Please see Exhibit 12 for samp]e pharrnacy eva]uatlon ) =

SHERRILL MO RGAN has the abzhty t nogotxat(, d1rectly with hosplta]s and
providers on behalf of its chents Shannon Mason, oné of SHERRILL MORGAN’s
‘prinejpal consultants, has extensive expetience in negotkitmg aﬁd estab]ishm g
regional PPO networks thl oughout the deweqt _

_SHERRILL MORGAN 1lso contracts with Randy Gome.s, I*SA, FA MAAA for
assistance 1n c]'um and’ 1(,1mbmsoment audlts f01 chentq ’ o

Optional Add;llgnal Services Actuarlal Service ﬂ
various actua rial firms . - ...

- »  Actuarial funding valuations and projections for IIRA accounts _
= GASB 4?./ 45 accountmg stuches and dlSClObLlI‘e 1ep01ts (government o
cliénts) .
Actuaiial calculatlons f01 IBNR reserves and C()BRA/ plemlum 1ate
calculations
s Cost modehng for plan de&gn chang(,b f01 t1 adltlona] HRA; and HSA
. plans _
« " Plan dontribution modchng and budget pro;cchons L
» VEBA post~ret11 ement actuar fal fundmg calculatlons o

e &owmoo medod

SHERRILL MORGAN assists the Client in achlevmg its goals for its employoe
“benefits programs in various ways, all of which would be coordinated through a
long term planning model. This mod el is described in detall above

.-.13.-'



“The following implementation, plannmg, and evaluation services are prowded by
SHERRILL MORGAN as part of its regular services:. .

1, Installatlgn or Exami natlon of Clgrrcnt Blds or PlOV]delS

Evaluating and negotiating vendor contracts '
Monitoring installation. trmehnes for new programs and momtoung

- vendor performance -

hmploycc meetmgs

2, uture Plgn Evaluatrgn & Recommendatmns

3.

Understandmg of client goals

* Plan compliance with apphcable leguhtlons
- Plan costs and trends' SRR
Provision of written. lecommend atmns to reduce plan costs (e g Rx

benefits) (Please see Exhibit 13 for an example of written

recommendations for a client.)

Recommendations regarding retiree benefit programs and associated '_ |
financial labilities (Please see Sdmple Cliént Meroranda in Exhibit

L 13.)

_Recom'r'nendatlons for LTD, 8TD, hfe dental and vision bencfxts .
ivaluation

Understanding what the client desires to achieve from bidding process
Preparing bid documents, establishing goals, parameters for election

criteria of bids

Distribution of bid requests

Fielding questions from respondents :

Recelvmg and evaluating bids, measuring elcotlon criteria, and
presenting results to client (Please see Exhlblt 14 for forms used to
evaluate RFP responses.)

Interviewing and awarding contracts to successful respondents

Monitoring installation timelines for new programs and monitoring
new vendors

4 Plan Monitoring & Ongoing Evaluation

Mid-year Review of plan costs, containment measures, and possible -

plan change recommendations

Third Quarter Review of current plan, plan prov1dc1 plan costs, and
preparation of possible plan changes and contract renewal

SHERRILIL MORGAN staff available for claims issues and general
consultation

Development of long-term plan (3 to 5 years) and comparison of Client
information to other government data available to SHERRILL

_14H



MORGAN through its annual bOI‘lefltS sur veys 111cludmg the TPMA
survey

SHERRILL MORGAN will provide all of the setvices described in this decument
for an annual fee of $30,000 for year 1, $31,500 for year 2, and $33,000 for year
3. These amounts can be billed on a monthly, quarterly, seml-annual, or annual
basis accmdmg to client prefel ence. Fees for addltlonal sel'\nces are ncgotlable

SHERRILL MORGAN prefers to be compensated on a f1x0d fee bams, because

_ this ensures that the client knows exactly how much they are paying for -
SHERRILL MORGAN’s services. An annual disclosure form is-provided to each
SHERRILL MORGAN client that states this fee and also-states that no other

- forms of compensation are rccelved (Please see Exhibit 15 for sample Disclosure
Statement.) : :

Affidavit of Dlug-Fl ee Wor kplace is not submitted because SHERRILL MORGAN
does not have a drug-free workplace program that complies with T.C.A. Section
50-9-101 through 50-9-113. Addendum No.1, Ag states that if this is not the case,
the form shou]d not be submitted. :

- 15 ~



Proposal Submlttal Form

a fm m required of Bidders and I’roposers on:purchases of supplies; materials, Lqmpmcnt and servxces fm the

Cltv of Franklln, Tennessee

Purchasing Ofﬂce Solicitation No.: 201 1 @ 16

Vendor S name, street address, and mailing address.

Vendor’s centact person’s name (printed), title, and
' telephone number.

Does the proposer take any exceptions to the City’s
requirements (yes, see enclosed / no, proposer’ takes no
exceptions)? :

Are exceptions, if any, to the City’s requirements listed
separately, described, compared to the City’s Intention as
expressed and implied by the City’s requirements and
submitted (yes, see enclosed / no, proposer takes no

~ exceptions):

City’s preferred payment terms (net 30 days from date of
~invoice) are aceeptable to proposer (yes/no; if no, -
proposer to indicate its preferred payment terms):

Last date (no sooner than April 3_0, 2011) that proposal and
assoclated pricing is valid and may be accepted by the
City: '

Are the following included with this Proposal Submittal
Form in the proposal submittal (yes/no)?

¢ Detailed vendor-supplicd description of ploposed se1v1ce(s)

s Identification, listing and description of any exceptions to

' the City’s requirements as per the instructions;

s Contact information for minimmum of three réferences;
Standard Procurement Texms and Conditions of the City of
Franklin, with the vendor’s contact information inserted;

s Vendor terms and conditions, if any, that are not inconsistent
with the City’s Standard Procurement Terms and Conditions;

¢ Affidavit of Non-Collusion, executed in full,

o If proposecr employs not less than five employees, then the
City’s Affidavit of Drug-Free Workplace, exccuted in full;
and

o  Affidavit of Title VI Compliance, executed in full.

'SHERRILL MORGAN

525 W. 5th Street, SUIte 310

_C._owng,tozn-,_-K;Y_ 41011. . -

| 'MarkT Morgan PreS|dent

859- 291 6600

Yes, see enclosed

Yes, see enclosed

| Yes

July 1, 2012

No

Page1of2



Proposal Submlttal Form S

a form reqmred of Bidders and Proposers on purchases of supplies;. matenials, equipment and scrvices for the
City of I’rank!m., Tennessce

_ Pnrohasing Office Solicitation No. 201 l 0 1 6
Reccipt acknowlcdgcd of any and all issucd addenda to this - -

Solicitation (list all Addenda Nos, receivcd ii‘ any/ ' _ . '
indicate “no addenda 1cceivctl”) » Addendum N01 received

Signaturc of proposerts authorized replesentatlve
I have recolved and read, and do ynderstand and consent, to
all instructions, terms and conditions, including those
imposed by reference, which apply to this procurement
solicitation and compliance with which is required as a

condition precedent to conudcranon of the proposal '

submitted hercw1th e N 4'/ c«..?. ,/’/7 7;@/
~ Title of proposer’s authorizcd representative: . PFGSIdent -

Date of signature: S - 2/ 16/1 1

Page 2 01 2



o Affidavit of Non-Collusion |
a form requirved of Bidders and Proposers on purchases of supplies, materials, equipment and services fox the

- Lity of Franklin, Tennessee

State of Kentucky _ e )
County of_K€NtON )

Affiant, M.af'k“T. Morgan.

{prinied nartic of person signing Affidavit)
1. Hoorsheisthe  Fresident . -
L o (Owner or Authorized Partuer, Officer, Rgpm_@enlative.or Agentof Qwner)
Sherrill-D. Morgan & Associates, Inc. |

(legal name of 'cu_tity submitting hid or proposal)

s deposés and makes oath that:

of

the Bidder or Proposer who has submitted the attached bid or proposal;

2. The Bidder or Proposer is ful[_y__infol'mpd'_:msﬁecting the preparation and content of the attached bid or
proposal and of all pertinent circumstances respecting such bid or proposal; : -

Such bid or proposal is genuine and s not a collusive or sham bid or proposal;

4. Neither the said Bidder or Proposer sor any -of its officers, partriers, .owh_er_s, agents, répresontatives,
employees, or partics in interest, including this. Atfiant, has in any-way-coltluded, conspired, connived or
agreed, dircotly or indirectly, with any official or agent of the City of Franklin or with any other firm,

- person, or potential or- actual bidder or proposer to- submit a collusive or sham bid or proposal in
connection with the, contract for which ‘the .attached. bid or proposal has been Submitted, or to refrain
from bidding or. proposing: indirectly, or songht by agreement; or collusion, or communication, or
conference with any other fitm, persots, or potential of actual bidder or proposer to fix the price or prices
ot cost. element of the bid, quoted-or proposed ‘price or the bid, quoted dr propoged price of any other
potential or actual bidder or proposer, or to secure through any colhision, conspiraty, connivance, or
unlawful agreement any advantage against the City of Franklin or any person interested in.the proposed

5. . The price or piices quoted in the attached bid or proposal are fair and proper and are not tainted by a
- collusion, conspiracy, connivance, or unlawful agreement on the part of the Bidder or Proposer or any of
its agents, representatives, owners, employees, or parties in interest, including this Affiarit; and

- 6. He or she understands that Article VIII, Section 16, of the Cily Charter of Franklin, and T.C.A.
§6-54-107, prohibit any member of the Board of Mayor and Aldermen, or officer elected by said Board,
from being interested in any contract, or wotk of any kind whatever, under its control and direction, and

- any contract in which any such person shall bave an interest shall be void and unenforceable, subjecting
any lunds received by contractor to be returnced in full to the City, in addition to any other penaltics
provided by law, - : :

A .

. Nl President e
S . (signature of ATiant). . ) ; T e of Ko = -
Sworn and subscribed to before me this _ _/_Q day of r_%w"f- o | » 1 .':,_ 20: 4/ T
éﬂ;@%«( /mw ' My Commission Expires: ./ Cf?. W I o
ﬂNnta& Public) LT

(Su Qmittéd in:résponse to City of Franklin Py rchasing Office Solicitation No, 201 9_?)



“suteor___K@ntucky . | o
County of Kenton - S

st Mark T. Morgan

. 1 L]

Affidavit of Title VI Compliance
a form required of Bidd exs and Proposers on purchasces of services for the.
City of Franklin, Tennessee

)

NIRRT > deposes-and makes cath that: -
(printed name of person sighing A flidavit) .

He or she is the President | | | of

_ - (Owner orAuthorized Pattaer, Officer, Represcntati\.fe. ar Agent of me;‘) -
Sherrill D. Morgan & Associates; Inc,

7 (tegal'dame of entfity submitting Bit:i'p_r_‘p_roll)b_sa[) L

the Bidder or Propbserlwlho.ha:s_ Submiﬁt_te_d the ;}tl’a__c_ﬁl_lc_d- bid or proposal;

R \

i

....

. The Bidder or Proposer s fully informed tespectiny the preparation #nd coniterit of the

) N(__Ji ﬁpérédn on ,.thq'_:.glfgunds:.Qﬁ.'_ha,hdioap_:_'orf:diszibilitfy, age, race, -color, réligion; sex, |

* national origin or any other class protected by federal and/or Tetinessee ‘constitutional,
 Statutory and/or case law shall be excluded from: participation in, or denied benefits of, or -

“be o

. diserimination; and

“Fhie contractor’ shall, upon request, show proof of such pon-discrimination, and shall post

_ horwise subjected to discrimination in, the performance of the contract or Irithe
cmpleant-p_racti_ce&pf’th_e_\cont_r-actqr;-. . L SO

in conspicuous places, available to employees and job applicants, notices of non-. -

IhlsAfﬁdavihs rﬁade.- on personal knowledge, -~

5

a7 res,dem

I Y T T R —

Sworn and subscribed to before mg this _ / (éday of k%&é-—r 220 /! -'

(Notpf¥ Publo)
| NS

e
S .

. attached bid: or proposal and .of: all-.pef-tine’ﬁt:-j‘-o_irCtimstailé'es--res'pc-_&c:'t"ing?_ silol_i_.;'Bi';c_I’_ or .-

Ead

ﬂ M* / ,/ﬁt.a%wu’ My Cominission Expires: /@,/ /“/ifﬁ' -

(Submitted in: response to City of Fyanklin Purchasing Office Solicitationi No. 231:'_016 )

Ti, N
sty
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Standard Procurement Terms and Conditions
City _of.Emnk}in,; Tennessee

1. Assignment/Subcontracting. . Neithor party may assign any tlghts or obligations undor -

- thesc Standard Procurement Terms and Conditions or any Stateient-of Work without the

prior written consent of the other party. These Standard Procuremefit Terms and

Conditions will be binding upon and inure: to. the beriefit: of -the patties and their

~ respective suicoessors and. permitted assigns. Vendor may stibeontract arty portion of the

wotk only with the prior consent of the City, but such-subcontracting will not relieve
Vendor of its duties uiider these, Standard Procurement Terms and Conditions. -

2. Tire of fhe Bssence, (The parties agree that TIME IS OF THE ESSENCE with rospect to
 the vendor’s performance of all provisions of this procurement. -

8. Toxes. * AS a'taxsexompt entity, the City shall not-be responsible for sales ot use taxes
' incurred for products or services, Upon' request, the City. shall supply- Vendor with 4
copy of its Sales and Use Tax, Exemption Certificate.. Vendor shall bear the burden of
providing its suppliers with a copy of: the City’s tax exemption certificate and shall -

-~ assumo all lHability for such takes, if any, that should be incurred., L

4. Notices, Any notice provided pursuant to «these Standard Procurement Terms and -

~ Conditions, if specitied to be in writing, will be. in writing: and will be deemied given: (a)

~if by. hand delivery, then upon receipt thereof;, (b) if mailed, then three (3) days dfter

~ deposit in the mail where sendet is Tocated, postage prepaid, certified mail:-teturn receipt

requested; (¢) if by riext day delivery service, then upon such delivery; ord). it by

- facsimile transmission or electronic. mail, then upon confixmation of receipt. Al notices

will be addressed tothe partles at the.addresses set forth betow (or set forth inssuch other

* document ‘which these Stahdard. Procurement Tetms and Conditions may accompiany, ot
such other address as either party may in the. future specity. in writing to:the:other); -

In the case of the City: T Inthe case'_of"{\:?élﬁiliﬁr]: |
CityofFranktin - - - SHERRILLMORGAN .
At Pur(lxha.ssing Manager ,. | Attn: Mark T. Morgan' ~ |

+ . Re: City of Franklin _P.urc"_hasing'()f‘_fice 'Szé'lici'tatioﬂ NO“QOMB:IE" L
109 Third Ave. South - - .- 525 W. 5th Street, Suite 310
CROBoX30S
Franklin, TN 37065-0305 ~ Covington, KY 41011
©UEAX: 618/550.0079 . . 869-291-7805

7 Bathailt pLi:rcE:h'as':'f-ﬁg@i’r_ﬁgﬁkiintn.gdv “mark@sherrillmorgan.com

Rev. 2wl T Vage Tofd



-Standard Procurement Terms and Conditions
_City of Franklin, Tennessee

5. Confidentiality and Proprietary. rights, Vendor walves dny right to confidentiality of any
-~ documient; e-mail or file it fails to clearly mark o ench 'page (or scétion as the .Case may
be) as confidontial or proprietary, Proprictary rights'do not extond to the data created by

 the City’s users of the System; all rights to thatdata (intluding detivative or hidden data

.. - such as metadata) shall vest:sololy in City-at the mondent of cteation and City shall retain
.exclusive rights, title, and ownership of all ‘data-and ithhgos created therefiom at the

- moment of creation and wtillzation;. through and-ineluding lmage creation, City may be
required to disclose documents under state or federal law, City shall potify Vendor if a
tequest - for:documents: has- beon made and shall giye Véndor a jeasonable opportunity
under the. circumstances to tespond 'to thé réqticst 'by reédacting. proprietaiy or other
 confidential information, In exchange, Vendor, agrees to _indemnify, defend,.and hold -
harmless City for any 'claims’ by third patties relating. thercto. or arising out of (i) the
City's failute:to. disclose such documenis or information required to.be disclosed by law,
~or (i) the ‘City's felease” of docuiments as ‘a result of City's reliance upon Vendor 's
representation that materials supplied by Veidor (in full or redacted form) do, not contain
trade scorets or proprietdry ‘thforination, prévided that the City impleads Vendor and -

Vendor assumes control over that claim. Lo co -

S
P T

6. Derivative Works.  To ‘the oxtent*that the Agtéement contains Vendor's resetvation of

. tights, “such: definitions and "limitations are superseded by | the, following: “Derlvative

Work” means-a program that is based on or detived from' ong or:morg existing programs

-+ or.components. If the-original software ‘s modificd fo crcate & new. program,.a detived

- woik is created. If the original softWare Was dog 2d t0.accept. plug-ins orlrivers using a

. defined mechanismy; such'a driver or plag-in dogs niot form a detived work. Linking to a

library-in the way-it'was ‘designed to be interfaced with, doés nor constitute deriving a

work. “Derivative work? is w0t the datd that the Licensee inputs, manipulates, modifies or
otherwise improves, nor the images resulting therefiom, . . L

7. Arbit ationéM_c_ liation; No atbitration shall be required as a condition precedent to filing
any legal claim arising out of or relating to the Contract. No arbifration or mediation

8. Waiver, Nélithér party's failure or delay to. exercise. any:-of its. rights or powers under
- these Standard Procurement Terms and-Conditions will constitute or be decmed a waiver
orforfeiture of those rights.oipowers, For a waiver of a right.or power to-be effective, it

- must be in writing signed by the watving party. An effective waiver of a right or power
shall not be construed as either (a) a future or continuing waiver 6fhat same right or
“power, or (b) the waiver of any other right or power. - L

9. Warranties/Limitation of Liability/Waiver, City reserves all rights afforded to local
governments under faw for all geneial and implied warranties: The City does’not waive
any rights it may have to.all romedies provided by law and therefore any atigmpt by

Vendor (o lirhit fts liability shall be void and unenforcoable,

10.  Severability, If any term or provision of these Standard Procurement Terms and
Conditions is held to be illogal or unenforceable, the validity or enforceability of the
remainder of these Standard Procurement Terms and Conditions will not be affected. .

Rev. 12/28/2010 B - _ o 'ﬁzlu'éef 2 o 4




Standard Procurement Terms and Conditions
_City of Franklin, Teninesseé

T1.  Precedence. In the event. of conflict. between the ‘provisions of “these ‘Standard
©"'Procurettient Terms and Conditions. and any contract, agrecment: of other document
which these Standard Procurement Terms and. Conditions may accompany; the provisions

of these Standard Procurement Terms and; Conditions -will to: the extent of'siich conflict

- takoe precedence unless such document expressly. states ‘that it is amending thése Standard

12, Indemnification. Vondor agrees to indemnify and hold City harmless from and against -
- legal Lability for all judgments,: losses, damages, and expenses fo 'the exient such
* judginents; losses, damages, or exponses are caused by Vendor's negligont «ct, error or
~ omission in_the perfortmance of the services of this:agreement, In the: event fudgments,
~ losses, dainages, or expenses are caused by. the. joint.or: concurrent negligence of Vendor
and City, they shall be borne by each party in proportion ‘toits own- negligence. The
tetms and conditions of this paragiaph shall survive complatioti ' of thils services
13 Additions/Modifications. . If seeking any addition, or. moditication fo the Contract, the
" parties agroe to reference the specific. paragraph: number sought to: be- changed on any
- fufife document or purchase otder issued in_furtherance of the. Gontract, however, an
“oitiisstorl of ‘the ‘feference to same shall not affeet its.applicability. - In'no-event shall
either party be bound by any terms contained in any purchase order, acknowledgement,
or.other writings unless: (a) such purchase order, acknowledgement, . or othor - writings
- specifically refer to the Confract or. to-the-specific clause they arc fntended to-modify; (b)
clearlyindicate the, intention of both-parties to-override and:modify the Contradt; and (c)
such’ purchage ordor, acknowledgsment, or.other writings are signed, with specific
material clanses separately initialed, by-authorized representatives of'both partles.

14. - Applicable T.aw; Choice of Foruny/Venue, These Standard Procurement Terms and

* " Conditions ai¢ made nder and wil] b construed in accordance with the laws of tho State
‘of Tennessee without giving effect to any state's choice-of-law-1ules. The choice of
forum and venue shall be exclusively in the Courts of Williamson County, TN, -

15. - Toyminaton. Yiither party,may terminate these Standard Proourément Torms and
Conditions, with or without cause, upon. thirty. (30) .days’ .notice to-therotlier. - Upon
termination by the vendor, the City shall be entitled to retain ownership. of any and all
goods and equipment purchased. Upon termination by the City, the vendor shall be
entitled to receive any amounts due as a result of goods and. cquipment already delivered
and/or services already rendered; however, the City shall maintain ownership and control
of any goods and equipment purchased. Upon tetmination of services, whether
connccted or unconnected to goods and equipment, such setvices shall be rendered until

“the conclusion of the 30™ day-as stated in the notice or until a contractual benchmark has
been achieved, or as the patties may otherwise agree. S

Rev. 12/28/2010 - . ” _ B Pagesotd ©



Standard Prociw}emeﬂt‘l&‘éerms_ and Conditions
City of Franklin, Tennessee

of any contract; agreement or‘other document which those: Standard. Procurement Terms
and Conditions.may aceompany, by éither party, the non-breaching party shall be entitled
- toterminate. these Standard Procurement Terms and Cohditions without notice, with all
- of -the . remedies it -would:have in the -event “of - fermination” under “section 10
(“Severability”) above, and may also have such other femedies as it may be entitled to in

law or in equity. ' :

16.. . Breach, Upon daliberate breach of these Stantlard Procurement Tétms and Cgﬁ&iiiions,_ or -

17, Default, ,.Jf Vendor fails: to perform or comply with any provision of these Standard

.- Procyrement; Tetns and- Conditions, o of any ‘cotifract, agteement or other document

- .- Which these Standard: Procurement Terms and Conditions may accompany, then the City

(i) may cancel-the purchase :award and/or the accompanying contract or agreement or

‘purchase. order, .in-whole -or in . part, without penaity or protest by Vendor; (ii) may

- consider such failure to perform of coraply as 4 bicach of contkict; (iif) reserves the right

to puichase its requirements from the vendor that submitted the next lowest and best

responsive and responsible bid, or the vendor that submitted the next best proposal, if that

vendor-will stlll honor that bid or proposal; or 6 ‘seek new bids or proposals, Of t0 pursue

onc or.more" other-options available fo the "City: in ¢ompliance . with its then. current

.. pwrchasing: policy; and (iv) tnay hold the" defaulting vendor liable, for all damages
- provided by law, including cost of covoi, - e o

Y

©coniract; agreement. or other document which thes¢’ Standaid Procuremént Terms and
-+ Gonditions .may accompany, constitutes the entire agteement bétween' the pagtics and
- supersedes any prior or contemporancous communications, fepreseittatiohs or'agreements
between. the. parties, whether oral-or writteh, fegarding five sitbject imattér of these
Standard- Procurement Torms and Conditions. The terms and’ conditjons. of. these.
Standard.-Procurement - Termns - and: Conditlons” mmay not; b’ chianged “cxeept by an
+--amendment expressly reférending -’th‘esé-"Stari:déuid*I’i‘oéilfeinéfnf Texms and Conditions by

- section fiumber and signed by an authorized répresentative of each party,

18. . Bntire Arzi:ééineht-. “Theso: Standard: Procursmient Tetmis an’d”ééﬁndi’t_iﬁi{sal illﬁ:l:llld_iﬁg any

19.  Survival, ‘Thess Standard Procurement Terms. and Conditions shall survive the
- completion -of or-any termination of" any ‘¢bhtract,__agl°qcm¢nt ot other document which
- these Standard Procurement Torms and Couditions miay accompany,

Rov, 1272872010 | T - Page 4 of 4



 Indemnification Agreement
' a form required of Bidders and Proposers on purchases of services for the

o Ci‘iv Of'"Franldinq Tennessee

On behalf of Biddexr/Proposer, Mark T. Morgan- ' e agrees that:
o (printed name of person signingAgrcemc_mtJ . ) :
. Heorsheisthe - President o e _of

(Ow_ner or Autherized Pattner, Officer, chrésentative or Agcr;_t of an_.cl')
- Sherrill D.'Morgan & Associates, Inc. |

(legat name of entity submitting bid or proposal) _

~ the Bidder or Proposer who has sub.mit_tcd the attached bid or proposal;

2. The Bidder or'I.’rbp(')sér is ﬁiliy informed rospecting the prepallation and. content of the
attached bid or proposal and of all pertinent circumstances respecting. such bid or
proposal; - '

3. The Bidder or Proposet ajgrees to indemnify and save the Govetiimont 'of Frankiin, the
City of Franklin and individual, on or off duty, officers, and employees of the City of
Franktin, harmless fiom any and all losses, damages and expenses, including court costs -
and attorneys foes, by reason of any loss, whatsoever, arising out of or relating to or in
consequence of the work done.in connection with the contract-of which this:Agresment is
a part, excepting only such losscs as shall be occasioned solely by the negligence of the
City of Franklin; and I

4. This Agreement is made on personal knowledge,

r—

_ President
(signature of person whose-prinle%nﬁ) appears above) - (title oF persan whose printed name appears above)

' _(Sui)mittéd in response to City of Franklin Purchasing Office Solicitatipn_ No; __%9:1'1 - 01 6)
' o Form revised 02/25/2005 o o




Il’ar'tial Listing _
- Public & Non-Profit Entities

*~ Represented by SHERRILL MORGAN

City of Bardstown™

Gity of Murfressborn, TN*

Lty quewﬁurt*
" Dty of Sheltyvilie®

City of Springfield, TN

City of White Hinuss, T

*Self-Funded Groups

;-Bunﬁg-Eugngu; Clark
ity af Ballovs " Boo Eaupty i Usparmenis*
i Eity'ufﬂnwling Er.'é.an* ' Eluu.ne E.uu.n.t.y'-i‘iscai En.urt*_.
‘[.:Ity of Brantwood, TN - Boone E_hun_tv Planning & Zoning: |
City of Bristal, TN* ! - Buone:Connty .Fuh!iu.,l.ihrary_ 3
” City of [I:'ll:l‘l.'llﬂtl.l.n. o .' Buﬁné}ﬁﬁunty Pu_hllt_::-rSaféty # Communications
City of ﬁﬁlumhla, TN' | | Huiﬁﬁu_.[!:.]untf'S.hériff. ..
City ﬁf Env.i.ngfuzlrl* .Bnnn.n E.nljl.nt.-y Wéfﬂr
| [.:I.lv.uf'ﬂmlast.vi.m.v Hills - | Bai‘r.n_l_llnn':Uf.I.I:itias""" -
City.of Dayton - Dﬂftnnuliuu_si_ng,_ o
 _:Ei:t._y:;_;i[_'_Fll:l_n}’:.ni:'ﬂ":‘: o . FiraUaptEalleuuaDavtun r:'_.
et et
Elly of Fnr't W.ri.ght._ - | ﬁ.l'.ﬂlil EnuntyFiscalEnurt ':_ .
City of Harrison, AH * Inssamin Couhly Faoal Goirt
L‘i.l',.'_uf Hendersnn’_“ Kenton Ehunly Fiscal Court*
| I]itv.'ﬂ.f'i(l??!lsbnrt; N - | KI‘FIJA-
City of Maysville™ Mﬂyévil'ln Litility
Lity of Mt. Juliet, TN Northern K.enlunky Aren []B#elnpmant- District

Northern Kantucky Area Flﬂnnlngiljummissinn
Northern Kentucky Convention Eentep
Redwand Schoal

Sanitation District #1*



o Government Health Plan Bugotiﬁg:
lssues, S?%tmtogioo & Forecasts
Nashville, TN = February 10, 201’1 o 8:30 a.m. ~ 11:30 a. m.

Are you ready for your next plan year? Sherrill
Morgan Is pleased to invite you to an exclusive
client budget workshop where you: will-receive all
of the tools and strategies you need to prepare
for your upcoming. budget year '

You'll have the opportunity to Ioam about _
Important regulatory-issues, benefittrends.and.
plan. strategies that will: help you Improve your :
plan performanoo -

Se.'f-Fu ed.C !ont . '
During-the breakout session, you will receivo g
cugtomized clalims analysis with year-end-cost -

your analysis with. a beneflts expert. as woli s
discuss budgot projootions : :

- Fully. :‘nsurod Clients -
During the:breakout: sossion represontatlves

_trends for thelr organizations

: __-_program at’ .

S Gaylord Opryland

Rosort & Convention Center
. 2800 Opryland Drive.
Nashvllio TN 37214

To rogfster, contaot Michelle. Middeno'orf at
800-291- 4222 or mighelle@sheniiimorgan. com .

“prajections: You'll. have.an opportunilty:to review

from the fully insured carriers will discuss benefit = '

Pledase join us for thls int‘ormatlve mvitatlon-oniy o



SHERRILL  MORGAN -
Preserrts. |

Gevernment Hea!th P!an _ etm:

“Are you ready for your next plan year?
. SHERRILL MORGAN is pieasedto invite
¢ you fo an exclusive budget workshop. -
o whete you. will receive all-of the tools and .
:-streteg|es you need to prepare for your o
B .upcommg budget year

'.'-You’ll have the epportunity to learn about _

. and-plan strategles: that will: help. you
. improve:your: plan 's performanoe

.' _';.'Representlng Kentucky s Fourth Dlstrrct
~Congressman Geoff Davis-wilk. present a

-~ followed by a question and answer
_sessron S P

: Please Jem us fer this mformatrve
‘ mvrtatron ~only pregrem at

=‘._.E_h.xL‘Ei‘E-E}"l’fh =3
I:Er_:i:mﬁ e T Ly L

Boene Gounty Puhlic Librai’y
1786 Bur!ington Pike -
Burlington KY 41005

Spece 18 !rmrted 50 please: regfater
toda Y. by contacting Michelle Mrddendorf} s
Lol 859-291-6600,0f < o

mrc_h.eﬂe@sherrﬂfmorgan COMm

E -importantregulatory Issues, benefit trends =

~congressional‘healthcare reform’ upd’tte



Employer Benefits Semmar
Metropohtan Club, Covington, KY
- 'March 17,2009

- F?rogram Overview ~

: banm, -
Regletration and Continental Breakfast

_ 8:30 a.m.
. Weleome and Opening Remarks
O gudB am, - 9MEAm,
Economlc Stimulus Package/
Furlough & Lay- off Considerations
Lisa Stonim,- Esq., VP:;Cooshlfling Services
SHERRILL MORGAN

Caro!me F raker, VF’ Comphance & Rfsk Mgt

- MEDBEN

9:45 a.m, - 1000 a.m,
SRV B'reak

| 1000am u’H UOam
Greater C:incmnat: Hea!th Eaenefate $urvey

- Mark Morgan, President
-'SHERRILL MORGAN
Mike Williams, Senior Vice President
- -SHERRILL MORGAN

| How will the expansion of COBRA™ !
- | Haws through. the:econormic. stimums'_.\_{_
_ _package effect your health plan?

Expetts in the health care industry. WIII N .
discuss the COBRA changes arising |

from the American Recovery and ~

| ‘Reinvestment Act of 2009, The Act:
" Imposes a humberofnew requlrements _
for employéts. Learn:how to implemen_t:_

these changes as they rolate to your

' health plan

What do you’ need fo Imow before

furloughing or !ay;nq off

‘emplayees?

Employers facing dlfficult decisions

| conceriiing their workforce need. to be

awara of tha |mplieat|ons of their -

- | aetlons as they rélate to their group
health'plan,

" How are omor:c}'}}c}‘matﬁame v

empioyers weathering the storm? |

Greater Cinclnnat! Health Benefits .~ |-~ .
Survey results— local:private employers | .
~inthe Greater Cincinnati area andthe | ™

health beneflts they offer their

employees

'f“o RSVP confdcf
Michelle Middendorf -
_ -859-291-6600
michelle@sherrillmorgan.com

SHERRILL ~

-~ Thisfree event is befng_co-sponsored hy: :

MORGAN

Where poace of mmd

is your bost benefit®




SHERRILL “MORGAN
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Client. Spotli Iltw
- I 8&W Lire and Car Care

i Imlusuy Néws — .~ g
o Swill:Employer Wellness '
Grants . 7o X
f»  Trendsin Consumel? -

g Driven Health Plans

d o RS Clagificationon |
0ver-[h¢~(‘uunlel Druy; i

R Carrior Corney —
§o  BUBSOFIL
e BCBSofTN. —  §
o United Healthcate ™~

i Announcement —
f+  New Oblo LawLimits -
Prescription Transfers _
Betwesh’ [’halmdcws -

fxwxq*‘ﬁﬁwmu%
'g‘ Pleage join: SHERRILL '§!
-V MORGAN in welcond= K :
: 0< ing our newest health - 0
client; ..",;p 1..

~Midwest G1 ip & e

".1‘ - Lighting~ = . m

' ;:f}_'ﬁCIlent Spotllght...

_ and builtthe current building, .

Date Februar‘y 20I I

S&WTire aria ca&- Care

S&W Tire and Cax Care is:a- fui!ﬁservice, auld)motive répaii-and: maintanance shup, spucla]izlng
in-qustomer satisfaction-and guality repatr-of overy-aspect-of carsand trucks. S&W Car Care is a
i established repait-facility.In T.atonia. It started as aire.recapping stote bofore attling:gas
pumps. When:Paul Soutliworth bnught the: hmmess from: lns fhthcr, hetétoved: the gas pumps .

: ’[oday, there are three amployces with combincd cxpcriunce of 80 ycars Bccause of thcn‘ cxtcnswe traming,
- -education-and technical supporl, they have the ability to diaghosc, 1cpair or feplate &verything from compulers
2 16 major components. No _;ab is too large or comphcated aid 110 jobis too small. They even take the umato .
g check and flll tites, . '

S&W Car Care undcrstands that car rcpam. can be stressfult and they do-everything possible to make thelr cuse

counts, Bach customer fs given top quality: W(}lk, cour teoua service an(l
the best warrantics in the industry,

- $&W Car Cato'is an AC Deleo repair shop-and ASE cer tiﬂcd Customers

_have full acgess 1o repair.records on their website once work has: becn R R

“done, Appointmente can be set over the phone, online grby emailing -
Tousweart@aol:com, ™

o SITERRILI. MORGAN has been servicing S&W Car Calc § cmp]oycc

bcneﬁls' ncecls smce 2010 and on an lmlwldual basis 1or mf{,r 1‘3 ycars '_

- tomery feel welcome, comfortable and satisfied with their service experience. They do the job the customer
R -needs, and charge accordingly, They do not use promotmnal sales'to get people in the door, then sell some-
§. thing that may not be needed, They advise on what repmrs and maintcnance w1l1 be required in the future, but
_thcy do’ nm use pru;sure sales tactics, . : .

. Whlle many of S&W Car Care’s customers are llllll\-"ldu}l]b, they also havc scvcra] company and flect ac-

'3'S'&Wl’[’ifc and Car Carc

3726 Decoursey Avenue
Latonia, KY 41015

i, $59- 43 1-6020

s htlp:i’;’sw.mccﬁﬂn|'cn'et.com

X E‘uo‘vx‘ty‘uo 1- :

We ¢an 0n|5 b'c‘_.,s_ald\to
i bealive in those:
moments when our.:
hearts é.ré'-ééﬁ;sci.q;ig_ .
of our freasures.
~Thormton Wilder~
Gegz—i9y5) "~

SHERRILL:MORGAN

525 West 3th St., Ste. 310
Covihgton, KY 41011

Phene: 859-201-6600
Toll Free: 800-291-4222
Fax: 859429 1- 7805__ S

Wobsiter . "
WWW, sheu |llmo| gan,com

Starting in 2041, small employers will be able to ap-

l - ply for-grants that lielp pay for wellness programs that
2 meet specific requiroments..

Funding is authorized for the period that includes ﬂs~

‘cal years 201 [ hirough'2013. The federal govern-
‘meint’s'fiseal year starts on October 1, 2011, Grants
will remosinavailable uatll funding 1pprop|iatcd under

thig:provision-rung out, Thefunding comes ffoin-

‘grants to be vsed:for “comprehensive workplace well- '

ness pregrams™ that are based on and consistent with
gvidence-based rescarch and best practices,

Such-a‘progeam must be made available by an eligible:

employer, meaning an employer with fewer than 100
employces wha work 23 or more howrs per week and

did.not already. provide a workplace wellness program’

as of the date the health care reform law was enacted.,
To be eliglble, the wellnessprogram must mc]ude
each of the following components: '

o Tealth awareness initiatives (including health

education, preventive scmenmgs and hcalth risk .
- .asacssmcnts)

.- Efforts to maximize employee engagement

(mcluding mechanists to encourage employes -

Small EmployerWeIIness Grants

- panicipatmn) :

e nitfatives 19 change unhea]thy behaviors and
Hiestyle choices (including counseling, seini- .

- narg,;onling programs and self-help matetialg)

e Supportive enviromment efforts (including
workplace policies to-encourage healthy life-

.. Styles, healthy cating, increased physieal activ-

ity.and improved mental health).

To app]y for a grant, Lllgfbl(, cmp]oyers musl submit
an application to the U,S, Department of Health and.
Human Sérvices (HI1S), The'application must con-

- Torntto the requitements provided by HHS and must

include a proposal for a comprehensive workplace
wollness program that satlsﬂes the critena outlined -

“above,

HHS is e)ipectéd to release detailed criteria about

~ programs that are eligible for grant funding in 2011,

Only wellness’ programs started aftet the health care

-veforin law was ¢énacted (Mavch 23, 2010) will be

eligible for grant funding,

For more information on workplace weflness pro- -

_ grams, please contaet your SHERRILL MORGAN

ficcount manager at §59-291+ rfﬁoo or' 800 291-4222,
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Trends In Consumer-Driven Health Plans - -
taken from Health Insurance Underwriter December 2010 (article.by Chris. Byrd, ‘President & COO Evolution Beneﬂts)

“News reports on the 1ising costs of hiealth care seem-to besendlpgs, Un-
fortunately, 5o too are the countless stories of hardworking, insured
individuals across the countty who are going without necessary medical

~ treatments and llfusa\fmg medications because they snnply can t affcrd
it :

According to the Kalser Pamily Foundation’s 2010 Employer’ Ilcalth
Benefits Survey, employees’ share-of premiums for family. planswill
rise by nn average of 14%:10.$3,997. In the past five ycars, cimployees’
premium contifbutions haye growh 47% while-overall premiinis fns -
creased 27%, 1F these trends continue,-by 2019, the average: family
health plan will cost over $30,000 per year. .

An increasing sumber of major corporations have: ammuﬂced the nced
fo raise cmplayee benefits costs, while some have threatencd to cot
health care benafi ts alfogethor.

Many employcm sec consumer-driven health plans: (CDHPS)——-
including & high-deductible health plan offered with a Health Relin-
bursement Arrangeinent (HRA), Health.Savings Account (HSA).or
Ilexible Spending Account (FSA) and-a-convenicnt benefits deblt
card—as a viable solutlon for. curbing highbenefit.costs, . ¢

These plans offer Tower premiumb, cmpowel employeeb 10 make wisg.

_decisions:abouthow to spend their health care benefit dollars, and gwc

them a tax break on their out-of-pocket costs.

The consumer-driven movement has a track record of helding down
health care costs. Many sludics have:been conducted on health cate con-
sumerism and (he.research shows CDHPs undoubtedly have: lelped cur-
tail Tishng health Honefiié costs, By swltchmg to a'CDHP, many employ-
ers have sxperlenced meanmgful reductmns in the annual rate of health

-care cost 1nureasa‘;.

HRAs and HSAs continue 10 experlenw strong growth As estimated 6

" 1o 7million HSAs and a simifatnumber oL HRAs.are in-use 1oday. Kai-
~ sor Yamily Foundation found fhat-enrollmant:in consumer-driven plans
“that offeréd an HISA or HRA jumped form cight perceif to 13% in the
" past year.

Whilo the Hedlthicare costs and reform debate.continugs to grab head-

- lines, the bottom line is this: Consumer-dfiven-health pianb will ogoupy

an even larger position In the health care: landscape as employers and

", _consumors alike realize that this appmach holds costs down and stretches
' thclr heallh care dnllars{ .

~ Tor more informition-on consumcr-drwen hca]th plan 0pt10ns, lease
* - contget bHERRILL M()RGAN account managetat. 859 291-6600 or

IRS Clar'lf'Catlon OI’I .verﬂ-The-uCounter Drugs - per]ohn Paul Prebish of Iuﬂnlsnurce, inc.

Under the Patient Protcctlon and Af'fordable 2
Care Act (PPACA}, overathe-counter (OTC) .~~~
drugs require-a presofiptionif hicoefed onror

afler Janpary 1, 201 1.:Bréviously, Notles 2{}10 -
39 delayed the cffcctlvc date to-January. 16;. o
2011, for purchiases made with debit: cards, R

Regently, the IRS. issued: ‘Notice 201 15, provid- ")
ing a-further excepiion for debitcards, and'out-
“lining a procedure where a préscribed OTC
drug could bo refmburscd if all five of the fol-
fowing requirements: are met:

1, Before the purchase, the FE,-AJHbA parlml- :
pant gives the pharmacist a-copy ofthe
prescription, the pharmadist providesthe
OTC drog and assigns an Rx number

¢ the purchase

moet -

The phurmficy or vcndm 1ctams a rccord
«. .of the Rx number, thenate of the put- . - »
* “thaser of person fot whom thé preserip-

" tionapplies mid:the date- and ﬂmﬂunt of. -

The pharmacy: rel’una al] fecor ds for re-

-0 yiewupon: request :

4, The ¢ard-will tiot: work w1tlwut d]] as-
. signed Rx number .

5. all of the other usual requir ements are

Yhe above tequirements. nius.t'be:m@tﬂfér the
Tt ollowing types of vendors: .
I)rug stores and phar macles

Nons health care mor chants wlth pharma—

cies (ive. Walmart}
Mail order-anid webibascd veudors that
gell. prem iptior: i uga ' :

o The card couldalso lié: used at other vendors

© withg health gare related Merchant: Catcgnrf
. Codg, exceptthe requitenients: above related to
“an Rx numbsy-{do not; apply be{aaubc 1o phar-
 magy is- involved. :

 Ifallof the above. requlremcntb ate met the
purchase will be eonsidered fully substzmuated-

-l thie.point-ofiale; Notlec 20 11-5.states that
the-rafesdfor debit-oard: ipurdhases at “o0 per

- cent pharmacles” continue fobe-subjeot to the

- PPAGA tules.in Notjce 2010-59; which was
msued earhel in 2010, -

CarrierCornerm -
What’s New...

Bluc Cross Blue Shield of Illinols

old forms will be vejected. ~ '
Blue Cross Blue Shicld -of Teniessee . -

United Healtheare

Lifc Tnsurance Cmnpany of Amcrlca s medical plan customers,

o To comply with-the Illinois Insurance Faitness Act (Public Aot 96-0857). that took e[‘f‘ect on Jans L2011,
all insurers doing business in Jlinois must now use.the Ilinols Standard Health. Application-for.small _
group and Under 65 individual coverage Begin ting, Feb. 1 2011, any applicatiuns received using the _- N

s Effective January 1,201 1, soni¢ preser iption medxcations are clmngmg classif‘ Catlons. The following wi[l
require “step thorapy” for approval: Analog Insuliv—Tiumalog will require step therapy with Novolog;
Diabetle Strlps—Lifescan{One Touch) strlps will begome 4 third-tier. presoription and require:step:ther-: |-
apy; while thivdstier Abbott (Freesiyle) strips will alse rcqulre slep thorapy; Anglotensin 11 Receptor '
Blockers (ARB)—Avapre and Avalide will move to non-preferred tier and all non-preferred ARBs
(Atacand!f\tacand HCT, Avapro/Avalide, Cozaar/Hyzaar, Diovan/Diovan HCT and Tevetan/Tevetan
1ICT) will require step therapy; Cymbalta will become a third tier preseription and require step therapy. .

s UnitedHealthcare has entered into an agreement (o renew medical insurance covcrage for The Guardrm

1. New Oili() L;l\\' Limli‘s

| | Prescription: ‘Lran sfers
| Between Pharmacies

§ & naw Ohio law, affective
January 1, 2041, lmits the
mutnber of times. individuals
“gantrandler presetiptions be-
“tween phavmagcies To once por
“fryear, The Inw aims to improve |
s medieation-suksty by preven-
Ing people liom swiiching -
phavmaciés frequently 1o take
advantage of coupens and dis-
counis offered by many chain
ietail pharmacies, For more |
information, please visit:
htip://www.pharmacy.ohio.
gov/index,htm




 Boone County Fire District |
- Joint Health Insurance Board
~‘Over-the-Counter (OTC) Drug Program




Health msmﬁ;cesm@ B

1. Varlous progl ams can be used as a means of controlhng thc
costs of a health plan and keeping benefit changes to a
minimum over time. The following questions are designed to
determine which types of programs you would prefer to use.

How famﬂ] ar are you w1th I:h(, conce cpt of Hcal th Relmburs(,m(,nt
Arrangem(,ntsP : L

1 o2 .3 . 4 5 -

- Not Familiar : - _ - Very Familiar

| How-_fa-miliar are you with:the concept of Health Savings Accounts?-

1 2 3 4 s

Not Familiar ' _ Very Familiar

How interested would y you be in cxplormg the use of a IIeal t:h
Reimbursement Arrangement (HRA)? (I you're not sure what an HRA
is, feel freeto s krp this question.) |

1 2 3 4 5

~Not Interested- - . e ' : Very Interested



‘How interested would you bein eXplozing the use of a Health Savings.
Account (HSA)‘? (If you re not sure What an HSA is, feel fru, to n_.k}p thls
questlon ) o _

1 2 ' 3 4 _ 5

~NotInterested -~ . VeryInterested

Cae

How interested would you be in covering certain Over-the-Counter
medications under the prescription drug card at a reduced copay?

-Not Interested . - _ Vety Interested

How interested would you be in implementing a Wellness Program?

T R 4 5

Not Interested T " Very Thiterested

If a Wellness Program were instituted, how interested would you be in
having financial incentives for those who participate?

NO’[ Irlt.et‘ested T : : e ” V o l.y In_te..resté d

With 1cq1,)e(,i. to paymg 111ghe,r pmmmmb versus chdng,,mgj bcnc,ﬁtb, which
approach would you prefer-

1 2 3 4 5

I'll pay more - ' ' - Pd rather change my
to keep my benefits  benefits than pay more
the same R premium

Tor spouses who have other coverage available, would you prefer to have
a mandatory waiver policy (the spouse must take their other coverage),
or charge a higher premium for those spouses? (please circle one)

Mandatory Waiver - Higher Premium



2., Recog,mzmg that all areas of the health. plan are 1mp01*tant,

please indicate how 1mp0rtant each of the following, areas of

the plan are to you by usmg,, s this qcale.

1 Not very 1mp0rtant _
2 Somewhat important
3 Important _

4 Very important -

5

Extremely important

Current Prescription Drug Benefits -

- Current 'Office’ Cop'a;ys ‘

Cmrent Emerg,ency Room Copqyc;

Current Dcdm tible L. QV(,IS

Curtent -Comsurance Levels-

Current Qut-of-Pocket Maximum Levels

3. Your comments/ suggestlonq regardmg future plannmg for
the health plan: | |



(1) With respect to paying premiums. for health insurance versus mamtammg ex1stmg
' "beﬂeﬁts pleaSe use the followmg contmuum to ﬂlustratc the 1elat1vc 1mp01 tance ot each

R

~ I'll pay . L . I’d rather have
a premium o : L - different bonefits
to kecp my - ' : _ and pay no
benefits - - ' premium
the same ' I '

2) Reco gnizing that all arcas of thc health plan are 1mp0rt'mt pleasc indjcate how important
~each of the followmg areas of the plan are to you by using this scale

1 Not very 1mp‘0rtant-

2 Somewhat important
3 Important

4 Very important

5 LExtremely impottant

Current l’rcscriﬁtion' Drag Benefits .'
Current Office (‘opays
Current Emcrgemy Room (‘opfuys -

Current Covcrage For Inpatlc_nt Stays

DR

(3) Using the 1-5 scale above, how important would it be to you to have a $5 co-pay that
would cover cettain over-the-countet allergy and stomach medications?

(4)Comments:



March 8, 2007

REQUEST FOR PROPOSAL
~ Health Benefit Program & Associgi;ed_ Sefyices _.

1. IOIV(;l.ﬂ.CW '

The City of Bristol health benefit plan has been self-funded for app1 0x1mately 14

- years.. The City’shealth plan has been administered by S&S Healthcare Strategies of.
Cincinnati, Ohio. 'lhe City currently purchascs administrative services and stop loss
insurance. The City also participates in the Highlands Wellmont Health Network, as
well as the USA Network, It utilizes Express Sc:1 1pts Inc. f01 pharmacy benefit
managcment :

Approximately 334 employees and their fam1hes are receiving benefits undel the
City’s plan “

Sherrill D. Mmgan & Assocmtes (SDMA) w111 bc coordmdtmg tlm request for
proposal for the City. _

2. Purpose and Evaluation Method

The City of Bristol is seekmg gcnelal TPA/ASQ services, phatmacy benefit
management, servwes, and stop loss coverage, as well as dental, life, and long,—term
disability coverage for its employees and thelr dependents. The Clty feelsitis =~
prudent to gequest proposals at this time to ensure that they are receiving the best
price and service for its employees, as well as to maintain control and reduce the cost .
of their medical-plan, The 1e%pondents ability to demonstrate their. ability to help.
manage health care costs will be considered. lhc City is, also inter estecl in obtammg
exccptwnal customcr scrvice. '
All services provided by TPAS/ASOS should be quoted sepqt ately, sueh as

COB RA/LIIPAA admlmqu ation, (See attached Adniinistrative Services Form.)



TPA/ASO respondents should l'e%pond to: all questiom in th1s Request for Proposals
-and, in addition, should complete the Stop Loss/MGU- quesuonnalrc and Pharmacy
Benefit Manager questionnaire if providing quotes for those services. Respondents
submitting stop loss/MGU, pharmacy benefit managembent, utilization review/medical
management, dental, vision, life, or- dlsablhty proposals: only should fill out applicable
queslions in the main body of the chuest for Proposals, as well as their respective
queqtlonnalres if applicable,

Some of the PPA/ASO services 1'eq'_Liested will be-evaluated on a point system. The
points allotted to each service are listed throughout this document. There are 100

total points to be acquired, Partial points may be awarded based upon the strengths

and abilities of the TPA/ASO to provide some portion of the desired services. Other _
- services, such as customer service and lhe overall cost for the services offered will be
evaluated on a subjectlve basm

SDMA will accept 1cpl1es ﬂom lespondents Lmtll WFDNLSDAY MARCH 28,
2007 at 3:00 p.m. Responses received afier that date will not be considered. The

- City anticipates implementation of the providers and their programs no later than

JULY 1, 2007. These contracts are to be effective for a one-year period, although
‘multi-year contracts w1ll bc conmdcrcd

Cont1 acts are cxpected to be derded no later than WI}DNLSDAY. MAY 9.. 2007

3. General Requirements (Evaluated on the point spstem described above)

g

3.1 Plan Design

The City may make plan design changes during the upcoming contract year, A
complete plan document re-write will be completed by the successful respondent,
Also, the TPA/ASO chosen will need to show, the ability to administer ERISA-
excmpt plans and the legulatlons of the State because of (hese exemptions.

3.2 Pharmacy Program (Pom’t Value: 10 Points)

The City curn ently uses EXpross Scripts, Inc. and is seeking a PBM (o administer 1ts
prescription drug progréin, The TPA/ASO should have the ability to consult and '
provide recommendations in this area. ThlS is'an aréa in which the Clty plans to

make significant c;hangt,s in plari désxgn Five pomts will be | given for employee on--
line access to the patticipating pharmacy list, formulary lists, and personal pharinacy -
information. ¥ive points will also be given for aceess to a pharmaceutical consultant,”
preferably a licensed pharmacist, who ¢an analyze the City’s ‘pharimacy program: and -
make recommendations. The City may also negotiate PBM services 0uts1de ol the
scope of this Rl*P or dlrcctly with. pharmdcy beneﬁt vendcus ' o



33PPO Network (Point Value: 20 Pomts)

The Clty curremly utlhzes the nghlands Wollmont IIedlth Network and USA PPO
physician/hospital networks. The top five facilities currently utilized by the City are:
Wellmont Health System, Johnson City Medical Center, East Tennesseé Children’s |
Hospital, Russcll County Medical Center, and North Side Hospital. The TPA/ASO
must either be able to continue the plesent network dudngcmcmq or prov1de other
network options. - - Ce : S

TPA/ASO respondcnts' proposing other network options should provide average
discounts for the top five hospitals in the proposed network on both an inpatient and -
outpatient. basis, and should also provide average provider discounts for the'propoz)ed .
“network for providets in the 37621 zip code, Rospondents proposing othet notwork .
options should also submit a GeoAccess report with the following minimal e
parameters: 2 primary care physicians within a 1 5-mile radius; 2 specialists within a -
15-mile radius; 2 pediatricians within a 15-mile radius; 2 OB/GYNs within a 20~mile
radius, and 1 hospital-within a 20—111110 radius, A dlsruptlon repqrt may be rcquned of
finalists. - _ . o .

3.4 qt’op Loss (Pomt Value. _ 10 Pomts)

" The Clty currently has $105 000 of spcc;1ﬁc stop loss ooverage wnth thc Gcrber LIfe
Insurance Company. The City doesnot purchase aggregate coverage., The. City will. -
entertain proposals with higher stop loss deductibles, but a $105,000. specific
deductible option must be quoted. Paid, 24/12, 18/12 are preferred, but 15/12

“contracts will be considered. Currently, medical and prescription drug claims are.
covered under the specifie deductible and the (‘1ty is; wquestmg that thls remaitt the
same with the new stop:loss coverage, - SR S L :

If necessary, {urther negotiation with successful respondents regarding stop loss. will
be permltted after the deadlmc Stop loss should be quoted net of commissions,

3.5 Utllwatlon Revnewaedlcal Mmmgement (Pomt Value 10 Pomts, 5 allotted.
to UR/Medical Mamgcment, 2.5 allotted to dlsease managcmcnt, 2.8 allotted. to
predictive modeling C‘lpﬂbllltles)

Highlands Wellmont presently provides utilization review and medical management
for the City. If you wish to propose-using a different arrangement, plpasc identify if
your utilization review is a part of the TPA/ASO service and whether it is an in-house
service or provided by an outside vendor. Also, please describe how individuals are
reported to UR/medical management and the procedures involved. Additional points
‘will be given for TPAs/ASOs offering disease managcment programs and/or
predictive modclmg capabilitics.



- 3.6 COBRA[[IIPAA (Pomt Value 5 Pomts)

The C1ty s current TPA/ASO p10v1des COBRAKHIPAA admlmst:l ation. The chosen
TPA/ASO must be able to provide these services-on behalf of the- City. The
 TPA/ASO must also be‘compliant with JIIPAA Title H:regulations-and be ableto
assist the City in the privacy policy area. Ploase indicate whethe1 COBRA/L llPAA
admini st1 at1on is pr ov1ded 1n~house or w1th an outs1clc vendor

3.7 On- line Capabllltles (Pomt Value: 15 Pomts, 10 allotted to services tor
management pu1 poses and 5 allotted to employee on~lme capabllitles)

The City woulcl like as much on—llne access as posmble to the plan Infolma‘uon fo1

~ management putposés as well as, but not limited to, the ability to-mmenitor:claims, run:
reports and check eligibility, Conslderation will be given to: whether vendots allow
employees to check personal mformatien on—lme Any addltlondl cost for thls service

shoul(l be quoted separately S : : o

3 .8 Sectlon 125 (Pomt Value' 10 Pomts, 5 allotted to the aloillty to administer
services, 5 allotted to employee on-line capabilities) _

The City presently has a Section 125 premium only plan and a Flexible Spending
‘Account., Options such as a debit card may be considered.. The City would also like
members to bc able to view the1r dctal led account mf01 matlon on~lme

3.9 Dental Admlmstration (Point Value. 10 I’oints)
‘The City em‘rently self-fwlds its denta.l plan IPA/AQO Respondents should indlcatei-
whether they can-administer the City’s current dental plan design. Five points willbe .

_allotted for déntal administration and-on-line capabilitics for dental;-and an additlonal- 3
five pomts will be allotted for the ablllty to lease a dental network, b e

3.10 Llfe/AD&D ‘md Long-Term Dlsabillty

The Clty would llkc to duphcate its current plan deslgns in these areas. (,ertam
voluntary: pr oduots may also be offered, and the City may fequest information
regarding voluntary product offerings-at a lafer date from successful respondents. o

3, 11 Run~1n/Run~out Clalms

' Run—m elalms may be negotIated w1th sueeessful 1esp0ndents and services f01 run-in
should be quoted : : : : S



- 4. Specifications

4.1 C_riteria

All proposals will be submitted in writing and will specifically address all of the-
requirements that are listed above, Criteria that will be used to determine award of -
the contract will mclude but will not be llmltcd to the [ollowmg

a. The oost per employee per month for all servnces. (,ost quoted must be
 guaranteed for at least a one-year period following acceptance.
b. References provided. Government agencies will receive significant
 regard, (Point Value: 5 Points for 2:or more government references,
10 Points will be awarded if 1 reference is a government in Tennessee.)
At least four references in total should be provided.
¢. The qualifications and expericnce of the TPA/ASQ, staff, and associated
vendors. :
d. The scope and degtee of services prov1ded
e. Thoroughness and usefulness of reports provided to the C1ty ona monthly
basis, L :
Demonstrate competence and compllanco with IIIPAA Prlvacy
regulations. .
. On-line services. '
The ability to work with rclated Vendors
Demonstrated-customer service. - -
Claims turnaround time.
Thoroughness of the tesponsc to the RFD
Complctlon of Attachment to RFP

ls)

R TR

4.2 Consequeme for U nsatlsfied Requu ements

Failure to meet speeifications. as outlmed or fdllule to p10v1de any of the information
asked for or addressed in this request in a manner which will permit thorough
assessment of a provider’ s program may be groundsfo-reject any proposal,

4 3 Contract Term and Effectlve Date

The TPA/AS() cont1act f01 the City w111 cover a one- year period and wﬂl £COMMENCe .
on JULY 1,2007 and will end on JUNE 30, 2008, The contract may be renewed for
like terms on the anniversary date upon written-notice by the City. The contract can -
be terminated by the City with at-least thirty (30) days’ prior written notice of
termination. It is anticipated that the contract will be renewed for consecutive years.
Multi-year contracts will be considered if offered.




 4 4 Disclosure

The City reserves the right to reject individually or collectlvely ali rcspondents and
accept proposals in full or in part. L

4.5 Contact Inform‘ttlon

Qucstlons regardmg any of the terms above should be: dlrected to:
L1sa Stamm, Michelle Middendorf, or Mark Morgan
~ Sherrill D, Morgan and Associates .-
525 West 57 Street, Suite 310
Covingtoen, Kentucky 41011
0 1-8004291-4222
E-mail addresses:
lisaf@sdmorgan.cont
miche-llé@sdﬂiorgan com

H

4.6 Supporting Matcrials

Some supporting materials have been distributed along with this document; other
information may be faxed, mailed, and/or e-mailed upon request for TPA/ASO-and:
stop loss purposes. We arc asking that the TPAZASO réquest this information so
- that the City has an opportunity to gauge the level of intercst in this REFP, '

4.7 Address and Bid Submission -
Proposals should be matked “City of Brlstol Rl* P” and submluod to:

LISA ST AMM EQQ
SIIFR[{ILL D. MORGAN AND ASSOCIATES, INC.
' 525 W. PIFTH STREET, SUITE 310
< COVINGTON, KY.-41011:+ - -

Proposals should artive at ihe above acldress no later than 3:00 pm on. ._ :
WEDNESDAY, MARCH 28, 2007 at 3:00 p.m, Successful 1cspondents wﬂl need
to be ava11able fm mtemew otl APRIL 25~26, 2007 . g

Thu,c copies of each pmposal should bc clcarly mfuked 'md mallod to thc '1ddless
listed above. Any proposals received after the deadline of 3;00:pm on
WEDNESDAY, MARCH 28, 2007 will be returned unopened.




9.

" 5, ADDITIONAL QUOTE llLQUlREMEN’l‘S TFOR
TPA/ASO & ASSOCIATED VE NDORS

. -How 10ﬁg has y your TPA/ASO pfovidCd_ serviccs‘? |

Where are your headquarters?

. Where are claims processed?

How are you owned?

What are your office hours/customer service hours?
Do'you-ofﬁ-sr any other services other services? (not already discussed)
Stop-loss '-providers' most commonly used and what are their ratings?

What routine reports will you provide and how often? Plcase include an

example of reports.

Are reports available online?

10. Please provide copy of your EOB.

11. How often do you audit claims? What methods/procedures’do you usé -

for auditing? Are you audited by an outside organization?

12. Pleasc state your average claims turnaround time.

13. Please provide a minimum of four references. (See section 4. 1 item.b. :

for specific requirements.)



“Please attach this form to the front of vour proposal®

ATTACHMENT TO RFP: ADMINISTRATIVE SERVICES

Third Party Administrator or ASO 1’1’0vider: .

Contact Info_rm ation;

s This forﬁt-mgﬂ'! be completed according te how administrative fees ave applicable to yonr organization,

Al rm‘e.ﬁ- shontd be provided as n PEPM (per emplovee per n ug‘:gglggggg nnless aﬂrcﬁﬁ!se indicated,

Base Administration

' COBRA Administratibnf :

HIPAA Ad ministration

Utilization ._R__(I:viewaed_ical Management

Name of UR/Case Management Organization

PPO Administration/Coordination Fee

PPO Access Fee

| Rx Administyation/Coordination Fee

Section 125 Administration

Dental Administration

QOtherXee -

Other Fee

TOTAL MONTHLY FEES

Other Annual Fees (if applicable)

Setup (One time fee)

Are on-line administrative services available?

Is é copy of your EOB included?

Additional Comments:




ST OP LOSS CARRIFR/M(JU QUEQTIONNAIRE

Sherrill D. Morgan and Associates, Ine: (SDMA) requests that each Stop T.oss
Carrier/and or MGU confirtn its stance on the following contractual-and administrative
issues. If you offer more than one carrier’s contract, please comnlete one of these
formq for each of thc contracts vou offcr : S

Please In‘;e1t the Name of Ca:m fer:

“Claims

a. Please define a “paid claim™? _

b. Does this contract cover either or both of the following fees. aeqomated witha
. prescription drug program? _ :
Dispensing Fees (MYes [ JNo Administration Fees [Yes [ JNo -

¢. If youare an MGU, do you have any claims paymg authority? [1yes [_INo

. If yes, to what extent? -

“d. Does this contract cover either or both of the fi ollomng surcharge taxes and
asscssments? [ NY DMaSb

2, Specific Covel age ' _
a. Do you offer advance funding on qpemﬁc claims? [ ]Yes [INo
If yes, please describe any limitations of this option. Is advance funding. available
during the entire contact year or are there speclal provisions for the end of the
contract year? \
b. What is the aver age turn-around time f or 1elmbutsement?

- Aggregate :
a. Do you offer a monthly rolling agg,reg,atc option? [ _JYes [ [No
If yes, is there a -per employee per month cost or an initial charge at the b(,;,mmnb
of the contract? Please describe. PEPM charge; .
If yes, does the aggregate have to be cxccedecl by a certain dollar amount to
receive reimbursement?
[Iyes [(No
If Yes, when is the payback of the advance expected?
[ immediately [ ]JEnd of the contract

b, What is the average turnaround time for reimbursement of afl aggregate claims?

4. Plan Document -
a. Does this carricr have a specific sct of exclusions that are required?]Yes [_|No
If yes, SDMA requests that you provide this list as soon as possible.
b. What is the expected turnaround time for approval of the plan document
and amendments? ' '

5, Additional Questions
a. If you are an MGU, do you assume any risk for this carrier? I:lYes [[No
If yes, how much? '
b. ]%I)eq this carrier assume 100% of the rigk (mmus the MGU risk, if any)? I:che
No

If no, please list and describe the other partics assuming risk.



.. Do you offer a “Centers of Excellence” networtk? []Yes [[[No
~d. Do you offer discounts for critical code reportmg? E]Yes |:|N0
If yes, how much? - _ _ _

" By executmg ﬂ‘llS statement the individual listed below verifies that the answers herein,
are accurate and correct. In addition, the execution of this statement binds the entity first
listed above, whether MGU or stop-loss cartier, to the slatements, proceduros operauons :
and/or performance as stated herein. '

Slgned: - - ' o "Da’tc: :
Print Name: = S " Titler '

10



PHARMACY BENEFIT MANAGER: (PBM) QUESTIONNAIRE
~ Sherrill D. Morgan and Associates, Inc. (SDMA) requests that cach Pharmacy Benefit
_ Manage1 confirm its stance ofi the followmg contractual and qclmml stmtlve 1ssucs '

Praposals must be tran; sparent wtth regard to all fees, rebates", and spr ead

Please Insert the Name of PBM:
1. Corporate Capabilities

a. Idenufy the staff that would be directly involved with the City’s contract, along,
wnh then tlties dnd rcspons1b111ues w11h 1cspect to the ar oup

b. Identlfy thrce references of clients simitar to the City of Bmtol
2. Provider Network Management

Describe your MAC pro gram'including 'discounts a_nd maintenance procedures. |
3.. Rebate Managemcht | |

. Please provide your pr oposal for providing a rebate for every paid claim
mcludmg,, as applicable, mail service and specialty pharmacy. Include among other items

o  the following:

¢ (uaranteed rebate per EVERY paid drug claim
e Sharing of rebate amount in excess of the per claim guarantee

b. The City of Bristol requests the access and right to audit all records tegarding
rebates with drug manufacturers as it pertains to the City. Please describe your current
policy and scope for outside audit procedures.

C. Dc‘;t,rlbe the process for recommending formulary changes in conjunction with
“rebate contracts 1n 01der fo oblam the most cost effective net per member per month
costs.-

4. Price Proposal

a. Identify the administvative services fee per employec per month (PEPM).
Identify all of the administrative services included in this fee. If there are any other
charges that will be assigned to other services please identify these setvices and the
associated fee. Any fees not identified will be assumed to bc part of the administrative
services mcluded in the PEPM service fee.

b. Identify proposed retail provider network reimbursement fees (ingredient cost
discount and dispensing fee). ' :

11



Ch Identlf‘y prepoeed ma11 order netwmk 1cxmbursement fees;

d, Identlfy p1 oposed speelalty pha1 macy eel vices relmbursement fees andfor
current ploduet list as applleablc

€. Identlfy actual drug mgredlent cost dlscount f01

All retail brand clainds for the perlod July 1 2006-Deeembe1 31,
2006

All mail order brand clalms for the p0t10d July 1, 2006- Deeembe1 .
31,2006

. .All retajl generic claims for. the perlod July 1 2006- Decembu 31,
2006

All mail order g g,enenc clalms for lhe peuod July I 2006 December

.. 31,2006, -

12
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To: City Manager

From: Mark Morgan

Date: October i4, 2008

Re: Three-Year Planning Objectives

The follbxtz\riﬁglg(rg _.ré‘c:d'x't_imél_idatit_)’_ns _f_or the City’s smployee health and related benefits plan

through July of 2010, ..o - _ _
I’lé‘a’:nlDe{éiéﬂ-ﬁé@mmehdﬁﬁﬁms [¢] qﬁt@ftlfy 1, 2009):
Active Employees | | |

The City currently offers two health plan options, the Maroon and the White Plan, with the
Maroon Plan having the rlcher bénefits. In 2007-2008, the Maroon Plan’s total costs were
$1,235,919 with a total average enrollment of 161, This equates to a cost per employee unit of
$7,677. For the same time period, the White Plan had a total cost of $860,598 with a total
average enrollment of 178. 'This equates to a cost per employee unit of $4,835. The Maroon costs
on an employee unit basis are approximately 59% higher than the White Plan. For this reason, we
yecomiiend elimination of the Maroon Plan effective January 1, 2009, . S

We then recommend that the Clty adopt one of the following options: (1) ‘The White Plan with
higher deductibles and:a Health Reimbursement Arrangement; ot (2) "The White Plan as it
currently exists and a second plan with higher deductibles and a Health Reimbursement
Arrangenient, as shown here: o S D

| HRA EXAMPLE *

Dedugitio
Ettof-Poaket iax,
_ {not ingfuding dad.). ko

. Bstimated Clatwis yeduction from plan déslgn changes, ~ * T B 618
Maxcdinum HRA funding level n¢iuding admibns fees*):” - - ¥ B37mas
Mininiuih recomniended HRA funding lével (including aduin, fees**): & 18,838: .

" Estimated not savings iFFIRA funded st Minimum lovelr -0 0 2§ 662800 -

" *Assumes ellinfnation of the Maroon Plan -7 -4 - 7 T e
**Adminfstrative fee from NAA for HRA: $3.50 pepm. -+ -

If Option (1) is adopted, the City’s estimated net savings would beé $6’7}00‘6’ in 2009, If Option (2)
is adopted, the savings will be dependent on how many employees enroll in the White Plan versus

_ “16"



the new HRA Plan, Yor illustrative purposes, if 25% of employees enrolled tn the new HRA. Plan
and 75% cnrolled in the White Plan, the estimated net savings would be $17,000. These savings
estimates were provided by underwriters at HCC, the stop loss c_al_'rier,-an_d we would therefore

consider them to be somewhat conservative. -

We have provided four-tier employee premium recommendations for the Maroon and White

Plans based on 15% of the estimated actual costs of those plans. We recommend setting employee
premiums for the new HRA Plan at a 15% or greater discount over White Plan premiums in ordex
to encourage enrollient in that plan. _ - - . S

Medicare:Fligible Retirees

We recommend moving Medicare-eligible retirees from the City’s health plan to a Medicare
Advantage Plan. A Request for Proposals was conducted in May of 2008, and Humana was
selected as the carrier for this purpose, The estimated savings to the City from this action would - .
be $33,225 in 2009, plus substantial reductions in OPEB and GASB liability. A comparison of the -
benefits between the White Plan and the Humana Medicarc Advantage Plan ste illustrated liexe:

--Cum]ﬁarimn of City Benefits to Fumana MA Plan

_ - Cliy Plainc 7 . |- Thimina BREG
C Deductibte T |0 0 #8007 o F © e
Priwary cary o ga0 COBs
wisht 0 ] e |
Bpeclalist visit O gRe 4 s L
_ Preseriplions S10/025/ /025 - 25% | S1o/$r0/840/85%
[ Durablemedleat 1 Ded Fuot ] 1%
JER N 'Iflu_tl 3 ;a;)%—'r LY '$5t_5" ) !
Fopatient Ded + 20% $a;}u;’du}r aptos, | o
days oo T
Hospiee po . - 4 " Medlears pays
Biilled puriing [ - Ded+no% Ho doys 1-64 75
oo . :  tays pago plan
. - i pays §o daya 100+
Oufpatbent Ted +20% | - 10% -
HUrgery ) )
Oufpatient Lih Dot +20% 10-20%
Maes Initle, QOW BRO00 o hig, 000

-Muedieare Part Bpremiten $96.40 per Hnnth

Pre-65 Rotivees

For retiress who-are not yet cligible for Medicare, we recommend adopting a plan with a high
deductible ($5,000 for single, $10,000 for family), bitt with the same copaysand prescription

drug card as active employees, We recommend that the City cotiple this with a “Retiree Medical

Reimbursement Account,” which would offer-a benefit of 200 for every year that a single retiree
wag employed by the City or $400 for every year that a family retiree was employed by the City,
up to the amount of the deductible. A retiree who had twenty-five years of service with the City,
then, would have a fully-funded deductible. Adoption of this plan design would result in

significant reduetions in OPEB and GASD liability.

- _:]_7 -



Preseription Drug Benefit (J anuary i, 5009): - N . _ :
* Our pharmacy consultant, Allan Zaenger, has recommended the following copay strueture for g0~

day supply at retail preseriptions: $10 generic/25%to $150 preferred brand/25% plus $25 to
$200. He also recommends limited coverage of the smoking cessation drugs Chantix and Zyban,

- and coverage of the following over-the-counter medications; Abreva, Alavert, Alaway, Claritin,

Prilosec OTC, Zaditor, Zyrtee; aud Zyrtec-D and any alternative brand or generic names for these
medicines. We recommend that the over-the-counter substances be available at a reduced copay
of $1 or for zero copay. : : '

Disease Management (Mareh 1, 2609):.

We yecommend that the City consider adoption of some type of disease management o wellness
program, ‘These programs are oftencphased inover time, with participation initially encouraged
on a voluntary basis but Iater encouraged more strongly through the use of financial incentives.
A local hospital has sibmitted a proposal for-a disease management progiam that the City may
wanttoconsider, L i o Lt el :

Network and Vendor Contracts (May-July 2009) - . ... - o N
Contract with Tocal hospitals will need to be renegotiated prior to May 1, 2009, Other vendor
contracts are rate-guaranteed through June go, 2009, so those coritracts will need tobe
reevaluated dnd, if necessary, Requests for Proposals can be: issned. - - o

Mandatory enrollment of spouses intheir employers’ plans (July 2010

One of the primayy inflationary Issues for government plans is the number of dependents they .
cover, We recommend that the City consider instltuting a policy limitfag the eligibility 6f spouses
who have group coverage offered o them by their own employexs. The City can simply makesuch
spouses ineligible, or it can require spouscs to enroll in thefr employers’ plans but allow them to-
continueto be-enrolled:on the City plaw as sscondary coverage.: The savings to the City would.be
approximately. $2,880 forieach spouse thatleft the:plan entively, If spouses are.allowed to temain
on the plan as secondary coverage, the savings would not be as great because theCity would still
incur fixed costs and claims wp to the'deductible/coinsiirance levels. All other dependent medical
claims equaled $29;172 1h 20072008, ‘Some rediction in these claims would likely ocer heeause
ohilaren would follow the “birthday-rule™ andithe City plan would beeome secondar’y on'sotme of
these dependents, increasirig the estimated savings. Estimating the total fmpact to the:plan:is:
difficult because we are not:sure of coverage availability fox those.dependents. . Numeroys private
employers have adopted this type of eligibility rule for spouses, and the City will need to considex
a similar policy, in order to prevent family enrollment from going up.in response to,the.actions.of
these other employei’s. We recorimiend that ¢onsideratio of this poliey begin no'later than July

~of 2010,

-18
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Controlling Heath Care-Costs Throiigh Weliness, Cansumerisii, Comintnication & Planming )

Wellness Programs -

SHERRILL MORGAN offers wellimess program services to clients as a cost- -
containment stintegy. SHERRILL MORGAN's LI AN, Team Wellness assists in -
establishing wellness programs, offers exercise and-nutrition classes, and- '
conducts individual health assessments. The LE.AN, Team’s Valerie Movgan-
Saunders and Andred Grever ave cevtified fituess p vofessionals who vesearch
mmd peesent the Intest information on achieving a healthy lifestyle throtgh

exorcise, attitude, and nutrition, .

L. AN Team Wellness ed ucates emiployers and employees-on the importance. -

- of positive tifestyle changes and the value this can bring tothe gverall-welliess of

the group. Linployess are taught the basic tools to neovporate dppropridte -

 exerclse, attitude assessinent and comprohensive nutrition concepts.into thele
‘everyday lives, L. AN, prepares the individuals to commit to-change, gives - -

therr the tools fo make changes and helps to track and hold accountability to

- maintain these as lifostyle changes, therefore, inereasing the wellness of the: teain.

Presontations and elaisses offored by LEAN. Toam Wellness include:

B LA Package > Fating on the Run

» Effective Goal Setting % Shuply Organized

¥ Breaking Old Habits - » 15 Minutes to Fitness

¥ Fat Well Be Well or Nover ¥ Walk Your Way to
Bay Diet Again - Wellness

# Yoga LJ.AMN, > Ktrene LB AN,

» LE.AN, Start » Agqua LEAN,

The eost of the programs vange from a per exaployee per month cost, 0.3 cost
per meeting, Measurements of return on investment (RO1) are ealeulated in the
reporting, but an Industry standard for monetary ROJ is a minimum of two to
three yoars, Many of the programs that SHERRILL MORGAN has implemented
have had an immediate ROY, such as being able to deteet minor and major
health conditions of which cmployees were previcusly unaware.

SHERRILL MORGAN and the L. AN, Team work with the clién ¢ ﬁll order '.5;0

“ereate a eustomized program specifie to the client’s noeds.

SHERRILL MORGAN & 525 West Fiftl Street, Sufte 310 o Covington, KY 4i011 ! 1~SDU~291~4222 _
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TO:  AliClients © -

FROM: - Allan Zaenger R.Ph.,MS - _
" - Pharmaceutical Horizons, Inc.”

RE: Specieltyr Dr.ugs_~'Plan_Coyere.ge-and Member Copayment lssues

_ "Spemalty” Drugs are sclentiﬂcally or "bloenglneered” oral-or lnjectable medicmes that terget

and treat specific of “nichs” conditions,  These complex medical gonditions include: ahemia,

~ cancer, hemophilia, infertility - growth hormone deficiensy, muitiple sclerosls, rheuratoid: arthrltis' '
and the list is grewlng rapldly: There are more thar 200 "spedialty”-drugs avallable today with
moreé than 370 bemg developsd or awaiting approval The result is an mcreasing nurnber ef
patrenfe taking “high cost” “hlgh tech” medicanes that are mere complex to use:” :

- Spedcialty druge are very expensrve The annual drug Ingredient costfor & “traditional" brand
name drug is about $1,200,00. The annual drug ingredisrit cost pér pafientrecsiving a epiecrelty'—-
medlcine is $6 000 00 to more than $350 000 00 W|th an average of about $18 000 00

Specialty drUQs are oomplex COmpeunde and-some’ have unlque “handllng” requirements The '

. FDA in selédtéd situations has requlred dispensing from a'singlé pharmaoy ofalimitedset of -
“approved” pharmacies. -Some “speclalty" drugs are-oral tabléts ot capsules; while otharsare - ~
self-administersd Injections; yet othérs requiré IritramuiscUlar or Intraverious adinlnistration: The
result is many drugs aré dletrlbuted direstly to patients, iowever, other medicines wilk bé sentto

physidlaris or home health care companies or other professional settrngs fer edministratron o

-Speclalty drugs that patlents are able to dlrectly admlnieter pose fewer drstribution and
reirbursement issuae Thése will fall Under discounted reimbursement contracts with- fetall,
mail order and specialty pharmacies:- Speclalty driigs that require ittravenaus, Intramiuscular,
intra-articular or intraocular administration ¢an be billed to the pharmagy program if dlspensed
from a “specialty” pharmacy and will seéure relmbursement discourits for the plan-or plan
sponsor. However, billing for speclalty drugs through a provider or provider organization: under
medical or anciliary contract can result in hlgher reimbursement or Iose of avalleble
rermbureement dlecounts - S

Most p!an Sponeore apply "step edits” ‘andfor pnor authorrzat!On crrtena prior fo the dISpensing _
or administration of & spedialty drug. ' These requirements ensure’ appropnate use ‘of specralty :

drug: however; If the patient meets the clinical cirdumstances for useé of a pecialty drug, :
‘approval is 'given and the plan becomes fInancreIly reSponsibIe forthis medicationfor as long 4s

clinlcal critetia permif or-until'the patient o lorigér obtains clinical beniéfitfrom the drug.



Recommendation"

la.  Apply an annual beneflt maximum or expiration assigned at a member (or covered life)
level for ALL prescription drug claims durmg the “benefit” year. This recommendation covers
thefinanclal risk associated with individual “specialty” drugs and complex medication regiments
that apply multrple “specialty” drugs. This is the most straight forward strategy to address this’
situanon E can be explained to members clearly and can be applted to any Rx copayment
strategy

- 1 b. Apply a maximum drug benefit at a member level for drugs administered under an
outpatient medical, home health or other ancillary health benefit program., - This will deter
members seeking more costly care for drugs or treatment for a clinical condition (ex. Remicade
or Orencia vs Enbrel or Humira for Rheumatoid Arthritis) because their out of pocket cost is
lower or it avoids the prescription drug benefit maximum. This step. is required with the adoption .
of #1 above. it should be at plan amount paid that is at- Ieast 50% below the annual bensfit
maximum |dent|f|ed in #1 above

One {(b) (1b) Is requrred because of the way health prowders blll fcr med|c|nes under
outpatient medical, physician, home heaith care, and ancillary health heneflt programs,
Prescription drug clarms have “real-time” or “point of service” data capture and processing and

include.very. specific and-detailed requirements that are heavily dependsnt on. numeric codes for
~ relmbursement. - Claims. from. other providers that include prescrjption drugs do.not have the

~ “real time” or “point of sepvice” demands.and do not adhere to the. same rigorous. standards

The lack of data speclﬂclty assogiated. with these. claims from. nonupharmacy prowdere makes it
very difficult for. any. insurer or admimstretor to-apply.an annual benefit maximym to: "speclalty"
drugs under the drug beneﬂt ptan ‘without, also adding provisions to, other provider bjling. that.
also inciudes drugs. Not including 1.b. will ensure that other health care providers will submit
claims that include “spectalty drugs” at a-higher. drug lngredlent cost and Iower member
copayment resultlng |n ahigher.plar. emount peld AR .

We recommend agemst Ilmltlng the annual beneflt maximum or explratlon to a discrete Ilst of
“specialty” drugs.or drug classes, The numeric codes.associated with prescription drug clelms
are not part of the, standard claims procedures associated with.claims. from other health .
providers,. complleetlng the claims processmg actlvrtles of insurers and benefrt edmlnlstretors ’
As arresult it js.virtually. impossible for any insurer,or. admlnletretcr to.process claims acourately. .
and consistently- against.a “speciaity drug: list". Itis also difficult to maintain a “list” under the'
drug benefit because of the frequent changes expected to such a document (multiple additions
each quarter to thIS tlet) _

2. If a p]an applres an ennuat benefrt maxrmum or explration then percentage copeyments _
can be “cepped” at a fixed. amount per, claim. (ex retal = $100 mall order = $.500) _

3. It is recommended thet plans apply step edlt and/cr prter euthoruatlon cntena tc aII
epecrelty”drugs - P, . _ o D

4. Opttonal Tler 4 Drug Copay Prescnpnon drug plens with flxed member copayments at
Tiers 2 and 3, can add and apply a Tier 4 “percantage” copay to a listing of specialty drugs. The
need for this optlon Jg eliminated with the.use of percentage copayments at Tiers 2.and 3 under

- the.drug benefit program. -Haowever, in.fixed drug,copay. plans a fourth tier that epplies .

percentage copay-for, “Spec:alty Drugs” can be |mplemented A “listing” of Speolalty Drugs IS

provided and will. require. period updates. Updates to this “spectalty” drug list will ocour each”
quarter and communication of changes by each plan sponsor with, this. provislon wrlt be reqwred _



Precautlon o -
The simple adoption of-a Tier 4-drug.copay will increase the risk that: members ‘and providers -
will seek and obtain high cost drug therapy under an outpatient medical, physician, home heaith -
care, and/or ancillary health benefit claim due to lower member cost s_hare under one of these
benefit programs. In addition, it must be clearly understood that while the drug benefit can _
“apply-administrative procedures associated with a list of drugs due to the specific codes, these
codes -are not part of claims submission procedures associated with other health. provides and
as a resulf virtually Impossible for any insurer or administrator to process consistently to capture
-the ¢orrect member cost share to these claims, With application of a “list” plans sponsors can
be certain that members and providers will attempt, and if permitted, succeed in finding a “way”
- to work through the patlent s ﬂnancual Ilmltatlons while “maximizing” their revenue and service .
fees for medication “services”. o



Pharmaceutlcal
Ior:zons |

7100 N High S1reei

e Gifice Sulte.805
Worihinglen Qhjo. 48085,
phormaceuticdhoﬂzons com
_ p 614781 6500,

'_ f_614.7z__3_l 4503

TO:: " AlClients

FROM: Allan Zaenger R.Ph., MS
Pharmaceutical Horizons, Inc.

RE: ‘Drugs for Smoking Cessation — COverage Recommendation

Issue Overview

Smoking is the number one cause of preventable illness in the United States Every hour of
-each day, 40 people die as a direct result of smoking. The annual mortality of 440,000 is 18.1%
of all deaths that occur in the US. Smoking is also a major contributor to cardiovascular and
'Iung disease accounting for 56% of deaths due to these conditions. In 2002, 45.8 million adults
in the US were smokers wlth 82% of these persons smoklng dalty

Nicotine is a powerfully addlctlng, psychoactive compound. At concentrations that are found
following cigarette smoking, nicotine stimulates the brain- chemicals listed below that produce
the assoclated effects:

- ‘Dopamine - pleasure, reward

- Norepinephrine - arousal, appetite suppression

- = Acetylcholine - arousal, cognitive enhancement

~ . Glutamate - learning, memory enhancement

- Serotonin - mood moduiation, appetite suppression _

- Beta-Endorphin - reductlon of anxiety and tensnon pleasure

-~ GABA - reduction of anxiety and tension -
During smoking, short-term high doses of nicotine activate the nauro-chemlcal pathways that
provide pleasure, Following this brief “reward” period, nicotine concentrations diminish to lower
levels because it is qyickly broken down and removed from the body. These sustained lower
Ieve[s then produce less pleasant effects that result in cravings for the next cigarette.

_Addictave behavior is established by the repeated need to self-administer pleasurable stimuli.
The pleasurable effects of many addictive substances are enhanced by the unpleasant effects
that occur when drug concentrations cycle between high and low levels according to the rate of
“self-administration”. Thus, avoiding a withdrawal reaction as well as dellvermg a pleasure
stimulus becomes the incentive for drug-taking. :

Current theraples for smoking cessation focus on:
1. nicotine raplacements that come In varlous formulations (gum, transdermal -
patches lozenges, nasal sprays and oral inhalars};
2. bupropion SR (Zyban} '
3. varenicline (Chantix) _ '
Many of the nicotine replacement therapies are available over-the-counter, while the nlcotine
nasal sprays, oral inhalers, Chantix and Zyban are all prescription medicines.



- Recommendatton

Ntcotlne is powerful!y addlctmg drug that also has significant negative cardlovascular effects
Use of any form of tobacco and second hand smoke produce adverse ¢linical cohsequernces.
We have accumulated knowledge and recent gains in clinical understanding of how to change
and diminish the addictive behaviors associated with nicotine use.” As a result, | recommend
that the prescription drug benefit plan for all clients cover Chantix, Zyban (and generic
alternatives to Zybar) under the following clearly defined protocol:

1 The only covered drugs are Chantix and Zyban (and generic equivalents to Zyban or
Wellbutrin SR). While not completely understood, these drugs work in the brain to
thwart the pieasure enhancement and/or diminish.the cravings associated with
nicotine use. Because nicotine use is an addiction, replacement therapy with
patches, gum, and inhalers, risks perpetuating the addrction and/or contributing to
relapse or return to tobacco use. Nicotine replacement produdts (both OTC and Rx)

are excluded from this benefit. No other OTC or smoklng cessanon products are.

covered under this program.
2 Coverage Is limited to the first 180 tablets ¢f Chantix or Zybah in sach benefit or
-year. Additional therapy and associated claim charges during the benefit year will be
paid entirely by the member. The first 180 tablets wlil provide medicine for the first -
12 weeks of treatment and is consistent with the product iabels for both drugs
'No mall order benefit will apply to this program. e
This benefit is offered to each member onice during the beneﬁt year.
This benefit is offered annually. o
Member copayment for standard Rx claims will apply. Variations to member
copayment are possible to reduce the plan contribution to the benefit.

oy Ot B

“The estimated total claim charges associated wrth_ 12'weeks use of brand' Zyban is -$42’35;. :
The estimated total claim charges associated with 12 weeks use of generic bupropion is- $?80
The fotal claim charges aesoorated with 12 weeks use of Chantlx & expected to be $290 '

It is recommended that members follow product |nstruct|ons and enroll inthe behavror
modification program sponsored by the manufacturer of the:medicine. These programe improve
the likelihood that members will qurt and remam mootme free. : o

Estlmated Annual Benefit Cost
I've prepared the following assumptions and estimated plan amount paid based on the
estimated claim charges above and a Tner 1 member copayment of $10 and a brand drug

’ :copayment of $30 per, clatm

1. 1,000 covered Iwee

2, 25% of covered lives currently smoke (250 covered lives);

3. 16% of smokers (40 covered lives) would make-a décisioh within the catendar year to qurt
4, Total claim charges less member copayment - plan cost for 1,000 covered lives in one plan
year = $8,000 (40 covered lives x $200) or $0.67 PMPM or $8. 00 PMPY. If the plan amount
paid PMPM is $40.00 this addltlonal beneflt would Increase plan amount pald by 1.6%.

- . Clinical data indicates that the number ef members who. will euccessfully quit wnthout any. help is
- .516%.. With the.use.of medications; and behavior. medification, the 12 month abstinence rates .

increase to.20%-25%. Of the 40 members who attempt to quit using the benefit8-10 will be
- smoks free after-12 maonths following completion of. the treatment. Many. people reqwre more
than one attempt to quit: _ _ _ _

‘1 am available to speak with you about this _recommendation further at your' con\renience;



DATE: Ma‘y’ 14,2007 '

FROM: 7 Mark Morgan -
) - SD Morgan & Associates
PREPARED BY:  ~ Allan Zacnger RPh, MS,

- Pharmaceutical Horizons, Tug, . -

RE: o Drug ('"'ek;t and Use Evaluation
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~ This drug cost and use evaluation is for July 200( Deccmber 2006 ])ata for 11115 e\!alu'ltlotl was obtained
directly from plan performange reporting prepmed by Parlncrs Rx, then. analyzed and compzu ed with phannacy
benefit management (“PBM”) benchmmke : :

. SUMMARY.

Jul 06 Dee 06 Amount Paid. per- Member (“Covered Life”) por Month (“PMPM”) was: ‘I>32 33, The follewmg
factors contributed.to this.and are discussed in detail later in this report;
1. Utilization PMPM was 0,79 Rxs or 9.5 prosor iption elaims por member pcr year

Member Co-payment was $24.13, and as a perccnt of total claim charge 37. 1%

2.
3. The Rate.of Generic Dispensing was 53.6%. -
4 - Drugdngredient Cost.per prescription was $62 66.. -

a. Drug Ingredient Cost per brand name preser 1pt1011 was ‘5104_8?
b. Drug Ingredient Cost per generic prescription was $26,18,

.Section 1, UtJllzation

DETAILED ANALYSIS

Utilization refers to the number of clalms submntcd ler paymcnt by pharmaeles for eligible pal tlclpants on a. p01

06.
UTILIZATION PMPM. — 0_6-._-.-Deo 06 1.
City 079 -

PBM Bcnchmalk 0 ’?4

metber per month (“PMPM”} basis. The chalt below details utlhzatlon for all City thy gl oups for Jul 06 - Dec

e Jul 06~ Dec 06 uge was 0 05 Rxs PMPM or 6 8% grc'ltcl than PBM Benehmdrk
s Factors (”‘ontl‘rbufing o Utiligatmn Iitcirense = Dring use PMPM-is primiarily related to the age; obesny, and
tobacco’ Uise ‘demographics of a group or sponsor; however; “henefit: design (coverages, oxclusions; ‘and
member copay), Market forees and cultural factors {ex. Direct to consumer adverusmg, grcater efmphasis on
~ healthcate detection and pleventlen, aging “baby-boomers”, etc.) also: eontribute to* mcreasmg use of‘ the

prescrxptlen drug benefit.



May 14, 2007

Page 2

Section 2, Member Conaymen ' : _ : S
Member Copayment.is. the. amount contributed por preser 1pt1on clalm by mcmbens The chart below-details

~ . member copayment for all City groups for Jul 06 - Dec 06. The percent indicated bclow the dollar amount is the

perccnt of member copayment to total claim charge.

ME-MBER-COPAYMENT : - Tl 06 - Dec 06
Gy T wan
e o . . _ < (37.1%)
PBM Benchmarks ' $14.88 -
(22. 4%)'

« Jul 06 - Dec 06 Co»payment wag $9.25 or 62.2% greater than thc PBM Benchmark, fmd as a percent of
total clann charge 14.7% greater. _ S e

Scctlon 3. Generic Dlsncnsmg
Generic Dispensing refers to the ratio of prescriptions dispensed w1th generic drugs compared to all dispensed
preseriptions. The chart below detallq the rate of Generic Dlspensmgj y for all City groups. -

GENERIC: SUBSTYI UgrioN - - ' 'Jul.06 <Dec06 | -
City _ 53.7%
PBM BRenchmarks .- E - 54.8%

e Jul 06 - Dec 06 Generic Dispensing was 1.3% less than the PBM Benchmark.

Section 4, I): g Ingre(hent Cos

disponsing fees and tnember co»payments The chart below detalls the Average Drug g In gtcdlent Cost f0| all Clty
groups for Jul 06 - Dec 06.- \

DRUG LN(JRLDILNT (‘OST Jul 06 ~ Dec 06
Brand S : $104.87
Generic - $26.18
Average ' - $62.66
PllM_J}_qn0111narks '
Brand $117.10
Generic §20.77
Averagc ' $64.31

s Jul 06 Dec 06 Drug Ingredlent Cost wis $l 0501 2. 6% per Rx less than the PBM Benchmark

. Factors Contributing to Increased Drug Cost. Drug cost per prescription is determmed by product
selection and the demographics associated with each- group. In general, the rate of gcncnc substitution
remains the greatest predictor of drug cost. The higher the rate of generic substitutioh the lower the drug cost
per prescription, In addition, inflation in the cost of individual drugs, changes in drug mix and changes in
benetit design signiticantly impact diug cost.- Charges in drug mix oceur-when higher cost drugs within'a
drug class are used or when higher doses of the same dfug are used (dosage creep). Changes in benefit
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design that may lnﬂuence drug costs mclude but are not limited to, changes in member co-payment, chan ges
i quantltles d:spemed per pleqcrlpﬂon ‘the Jmplomemfltlon of a matl mdel drug pro&,ram S

-Section 5, Anmum Paid PMP
Amoimt Paid PMPM rtefers to the average amount pald pcr member (covclcd lrfc) por monith,. Thl'-‘, dmount

considers both amount paid per prescription (drug ingredient cost, pharmacy dispensing fees and member
copayments) and drug use per tmember per month, The chart below details the Amount Paid PMPM for all Clty" :
groups for Jul 06 - Dec 06. : : e -

AMOUNT PAID PMPM Jul 06 - Dec 06
City . . T T 83233
PEM Benchmar ks : : $38.00

. Jul 06 - Dec 06 City Amount Paid PMPM ‘was $5_.67, '01'_14.9% Iess than the PBM Benchmark.
Summary Observations

The Jul 06 -Dec 06 City plan amount paid PMPM was 14. 9% less than PBM Benchmark The- followmg factors
contributed to performance: :

1. drug ingredient cost was 2.6 % less, despite an 1. 1% lowcl rate of generic dlspensmg, and, ..
2, member copayment was $9.25 greater / Rx; and, asa pelcent of clalm charge 4. 7% grcater
3. drug use PMPM that was-6.8%greater. .- : S : : -

Drug Ingredient Coqt was below benchmarks for the pCl‘lOd The hq,h rate of generlc dispensing coupled with a
bolow benchmark rate of mail order drug use contributed to this performance. Two drugs — Rebif (a self- .
administered speoialty drug) and Femara (an oral medication for treatment,of cancer) accountcd for over; "SIG 000 .
‘ornearly 7% of plan amount pald during the period, The jncroasing use-of higher cost “specialty” drngs used as
mamtenance treatment of clmlcal conditions will be ong,omg and an 1ncrea9mg contrlbutm to plan amount paid. .

Mcmber Copayment ) ; - o

The current member copayment structure resu]ted in an aver agc 37. 1% membel contrlbutlon to tOtdl clalm o
charges during the reporting period. This is above the benchmark level, and exceeds our recommended member
contribution thte%hold of at least 30%.

Fixed dollar member copayments per preseription require annual adjustment in order to inaintain member
.contribution to claim charge as drug ingredient cost increases due to inflation and the higher cost of technology.
If fixed dollar member copayments remain unchanged from year to year, member contribution to claim charge
erodes. I’ve applied models to two alternative member copayment optiom'

1. Rctaﬂ Plan Copaymcnt = ‘BSO / Mcmber copaylncnt = $50 exoess beyond $100 pald by plan
_ “Mai] - Plan Copayment = $100./ Member copayment = $100; excess beyond $200 paid by plan.. _
This copayment structure would have ploducod membor copayments of $113,500 for the period J uly Deccmber
2006. The plan amount paid. would have equaled $211,000. This copayment structule would haveﬂ e
o teduoed need for an aggressive drug f0fm“1al"ya o G O
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- provided a member coniribution to fotal claim charge equal to the current copayment (3’?%),
- greater of generic dispensing;
- = more equitable member contribution to genteric and’ brand itanie drugs, o
-~ plan amount pald reductions due to lower mglcdlont cost from gene1 ic drug@ by 5% or more.

2. Retail ~Tier 1= "ﬂl(} Tier 2 40% of’lolal Clalm Char ge (“TCC”), Tier 3 40% of TCC+ 1320
Mail - Tier 1 = $10, Tier 2 = 40% of Total Claim Charge (“TCC™), Tier 3 = 40% of TCC +$20.

This copayment slruoture coupled with 2 a more aggrcsswo drug formulary durmg the repor tmg perlod would have

produced:
: - member confribution {o clalm charge.of nearly 40%,
- greatey rate of genéric dlSpcnmn;:,, _ : _
- more equitablc member coniribution to geneno and br’md fame drugs'
- .pla.n amount pmd reducuons of 5-10% - : :



. ***SAMBLE***

Memorandum Regarding_ Heall;h Plan Rccommendatlom .

The followmg are recommendations provided by SDMA for the. employcc health and 1elated
bénefits plan for the time period of January 1, 2008 through January 1, 2010, These
recommendations #dre being made at the request of the “Client” and are designed to assistin
helping to control the costof the health plan-and other associated benefits, Ifthe .
1ecommendat10m, are adoptcd the health plan should meet budget expectations beyond 2010.

Employer-paid flexible spending account contribution in retum for parlicipa{ion by
the employee and spouse in the wellness benefit: The “Client” had velatively good
participation in the wellness program and employees have perceived it to be a valuable benefit.
The blood draws and other benefits surrounding the pr ogram may have a positive impact to the
plan if allowed to continue, The expense of this benefit is minimal in light of the goodwill derived,
as'well as the potential impact to the health of individuals on the health plan and the resulting
long-torm impact to the expense of the health plan as a whole. We recommend that the “Client”
gontmuc to fund tho flexible spending account beneflt in return for participation in the wellness
encfit

Employer-paid flexible spending account contribution for employees who waive
health benefits and enroll in their spouses’ employer-paid health plans:
Approximately twenty-three employces dis-enrolled from the “Client™s health plan. That level of
participation in the program is desirable, and assisted the “Cliemt” in achieving its health plan
goals for the current year. We recommend that this program should be contmued at the current
level of benefit.

Prescl_-iption Drug Benefits Currently the retail and mail order prescription drug benefit hasa
$50,000 annual cap per member per year. This ¢ap needs to be extended to the medical plan in
order to prevent members from cireumventing the cap on the preséription drug plan by obtaining
substances under the medical plan instead. Also, specialty drugs costing hundreds of thousands
of dollars per year per membeor often come in as medical clalms, Chemotherapy could be
excluded from the cap on the medical side if the “Client” felt it necessary. It is strongly
recommended that this protection he mstltuted 1mmed1atcly (See attachiment on the su‘m ect
from Allan Zaenger.) o o .

Smoking cessatibn is currently covered or is not an excluded benefit under the medical plan. This
benefit should be extended to the pharmacy benefit plan as certain smoking cessation products
could be offered that could benefit the plan and the member. Currently 68 employees pay a
“smoker premitm, Itis recommended that coverage of selected smoking cessation drugs be
offered no later than January 1, 2008. (See the attached recommendations from Allan Zaenger.)

Emergeney Roomi/Office Visit Copay Structure: Although emergeney room utilization has -
decreased in response to the institution of a$100 copay for emergency room visits under both the
Traditional and Standard plans, we would like to see additional decreases in utilization of the
emergeney room, One thing that could be causing members to use the emergeney room versus
doctor’s offices is that the copay for an office visit is 20% of the cost of the visit, rather than a flat
copay, which is the norm for both government and private industry, If members had a flat copay
of $20 or $25, they may feel more comfortable in using the doctor’s office versus the emergency
room. We recommend that, bcgmmng January 1, 2008, the “Client” either institute a flat office
vigit copay of $20 or $25 or increase the emergency room copay to $150 in order to realize further
reductions in emergency room utilization, .

Elimination of the Traditional Plan’: The “Client” currently has 115 employees enrolled in
the Traditional plan and 186 employees in the Standard plan. The Standard plan incurred
$854,191 in medical claims for the 06/07 plan year. The Traditional plan Incurred $1,388,965 for
the same period. Although a greater percentage of families are enrolled on the Traditional pian,



38% of the employee population hias incurred 62% of the claims. High claimants are also
predominantly enrolled in the Traditional plan. This means that movement to the Standard plan
would not cause a dollar for dotlar reduction in claim costs; however, the elimination of the
Traditional plan should cause a claim reduction of approximately 7% to 9%, or savings in ¢xcess
of $97,000, without taking into aceount any reduction in savings because of medical inflatlon.
We therefore recommend that the “Client” consider the elimination of the Traditional plan
effective Jannary 1, 2008. The Standard plan was oxfginally désigned to beiin line with the
Standard offering put forth for by Kentucky governmentsias deseribed in the Kentucky Public
Human Reésource Association Survey. (Pleasesec attached survey grid.) o

Changi;n_g' the Standard plan i_ntb a _HM program: Ifthe ahbve :l‘ecomm’ejl_dat:ions'ar.e'_
institutdd, then the necessity to change the Standard planinto a consumer driven Health™

Reimbursement Arrangement could be postponed to January of 2009. Because HRAs can cause.

~ employee disruption, having more time elapsing from the changes of a year ago would be: -
beneficial, particularly since the more urgent and effective plan matters are the elimination of the
- Traditional plan and having feweridependents on the plan, and both of these cause sigrificant. - -
disruption to the employee population. The above recommendations should cause the costs for- .

the “Clidni” to continue to reduce or at worst to remain flat. - Having acknowledged that an HRA :

program is the direction the “Client” should ultimately take, we are still waiting for the
underwriter to provide what the fipancial impact to plan costs will be under an HRA; however,
savings estimates are iypically in the low teens and tend to have multiple-ycar reductions. They - .
will give the “Client” more plan flexibility in the futwre as well. A grid of what an: FIRA program -
could look like for the “Client” is-attached. . LT

. Mandatory enrollment of dependent spouses in their employers’ plans: The primary =
inflationary issue for most governinent plans is the number of dependents covered on theplan..
Most private industry plans have enrollment percentages of approximately 50% single and 50%

family. The “Client”s envollment is 37% single. Thigimeans that the “Client” is covering more
bodies for:an employar its size than the average plan.: Total claims paid by the “Client” for spousal
coveragé ip the 06/07 planyear were $781,531. If the “Client” covéred fewer spouses under the .
plan by imandating that a spouse with other group coverage must elect that coverage and disonroll.
from thé “Client” plan, this would reduce spousal clajms by approximately $100,000, -Ifthe:

“Client”;prefers, it can require spouses to enroll in their employers’ plans but continue to he on .

the “Client” plan as secondary coverage. .Additionally, all other dependent claims equaled
$439,386. Some reduetion in these ctaims would ocour as well because childieniwould follow:the -
“birthddy rule” and the “Client” plan would become secondary on some of these dependelits,. ~
increasing the estiinated savings, Estimating the total impiact to the plan is-klifl’icult‘becalise--wc e
are not sufe of coverage availability for those dependénts; A “Spousal Coverage Options”
document is attached that illustrates various ways-employers can elect to administer this plan.
We recommend that the “Client” institute such a program becanse numerods private employets
have done'so and the *Client” will need to do this in-orden to prevent the family enrollment from
going up, ' SDMA recominends that this poliey begin'on January 1 ox July 1 of 2008 because it -
usnally takes a full plan year for the eligibility or enrollinent dates of the spouses’ plans to take

place and for the spoyses to enroll in their respective plans. Ifemployees also decide to leave the -

“Client” plan-and take their spouse’s coverage, they would receive the waivér helfeﬁ_t deseribed
above, which would help mitigate the medical expenses not paid for by the spouse’s plan,

E'mploigc.e contribution to the plan: Empl'dyzeesi and ?ﬁdepe'nderits covefed_ by the bl’ah_ paid.

$308,244, or 11%, of medical costs from co-pays, deductibles, and co-insurance in the 06/07 plan -

year. For the pharmacy plan, employces paid approximately 25% of presciiption plan:costs, o1
$23,681. In'employee premiums, approximately $360,000, or 1%, was contributed to total
medical and presoription-plan costs, ‘The net effect of these employee-contributions isthat
employeed pald, In elther premium andi other forms of:cost-sharing, approximately 20,5% of total
medicalland pharmacy plaii costs, versus 7% inthe prior budget yédr. Thisis-a signjticant
increase and falls much closer to government industry standards: -Asfarasusing premitimto
help control plan costs; no-change in emoployee contribution would be:necessary for the 07/68
period aslong as theother recommendations above were instituted:. . - R
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'SHERRILL MORGAN

Disclosure Statement
Regarding
SHERRILL MORGAN Compensatlon

For managmg the health plan and other general services, bHERRII L
MORGAN will receive no form of compensatlon other than that which is paid by
the Client. SHERRILL MORGAN will not receive overrides of any kind from
vendors i in connectlon with thesc services. _

Client

‘Mark T. Morgan, President
SHERRILL D. MORGAN AND ASSOCIATES, INC.
DBA SHERRILL MOR(‘AN






