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In Reply Refer To: Yaur Reference:

Subject: Solicitation OPM-01-RFP-0016
To: All Interested Offerors:

The U.S. Office of Personnel Management (OPM) cordially invites you to submit a proposal
that meet the requirements set forth in the attached Request for Proposals (RFP). This is an
unrestricted competitive RFP for Long Term Care Insurance for active and retired Federal
employees, members and retired members of the uniformed services, and their qualified
relatives. The effort covers a projected base period of 7 years and an unlimited number of
successive option periods.

The services will be provided under a fixed-price with prospective price redetermination
contract. Award will be made to the offeror whose proposal offers the greatest overall value to
OPM as determined by evaluation of the proposals in accordance with the established
evaluation criteria, considering cost and other factors. Technical factors will be more
important than cost factors in the source selection.

The RFP contains proposal information and evaluation criteria. Offerors are responsible for all
of its requirements and any resulting contract. You should read the RFP in its entirety.
Instructions for preparation of proposals are contained in Section L.

All questions regarding the RFP must be received in writing no later than Monday, July 2, 2001,
at 3:00 p.m. EDT time. OPM requests offerors not to wait until the deadline to submit questions
but asks that they be emailed to Andre Adams at adadams(@opm.gov as early as possible. OPM
shall make every effort to release written answers before the pre-proposal conference.

OPM will hold the pre-proposal conference at 1900 E Street, NW, Auditorium (Ground Floor),
Washington, DC on Monday, July 9, 2001, from 1:30 to 3:30 p.m. Offerors may ask questions at
the pre-proposal conference, but we strongly encourage offerors to submit questions as discussed
above.

If you download this RFP from any online source, you should regularly monitor the OPM
website and you should notify Andre Adams via email or fax to assure that you are placed on
the source list in case solicitation amendments or other communications are issued. Please
include your email address when providing notification. Amendments will be posted on the
OPM website and emailed to those on the source list. Any forms that were referenced herein
but could not be downloaded should be obtained from OPM before proposal submission.

CON 114-24-3
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Proposals are due by 3:00 p.m. EDT on August 22, 2001, as specified in Block 9 of the
Standard Form 33 (SF-33) in this solicitation. OPM will not accept faxed or emailed
proposals.

If you have any questions concerning this solicitation, you may contact Andre Adams, Contract
Specialist, at 202-606-2492 (fax: 202-606-2492; e-mail: adadams@opm.gov). Thank you for
your interest in this contracting opportunity with OPM.

Sincerely,

Frank D. Titus
Contracting Officer

Enclosure



U.S. OFFICE OF PERSONNEL MANAGEMENT
REQUEST FOR PROPOSALS
OPM -01-RFP-0016

FEDERAL LONG TERM CARE INSURANCE PROGRAM (FLTCIP)
NOTICE OF UNRESTRICTED PROCURFEMENT

This acquisition is an unrestricted procurement, open to both large and small businesses. The North
American Industry Classification System (NAICS) code for this acquisition is 524114, Direct Health and
Medical Insurance Carriers. The small business size standard for this acquisition is less than $5.0 million
in average annual sales for the preceding three years.

NOTICEF OF RFQUIRFMENT FOR CERTIFICATION OF NONSFGRFGATED FACILITIES

Offerors are cautioned as follows: By signing this offer or contract, the offeror or Contractor will be
deemed to have signed and agreed to the provisions of FAR Clause 52.222-21, Prohibition of Segregated
Facilities, incorporated by reference in Section | in this solicitation/contract. The certification provides
that the offeror does not maintain or provide for its employees, facilities that are segregated on a basis of
race, color, religion, or national origin, whether such facilities are segregated by directive or on a de facto
basis. The certification also provides that the offeror does not and will not permit its employees to
perform their services at any location under its control where segregated facilities are maintained and
reguires similar certification from subcontractors.

LISTING OF FMPI OYMENT OPENINGS

Bidders and offerors should note that this solicitation includes FAR Clause 52.222-35, Affirmative Action
for Disabled Veterans and Veterans of the Vietnam Era, incorporated by reference in Section |, which
requires the listing of employment openings with the local office of the State employment service system.

INFORMATION TO OFFFRORS

Offerors are reminded that information furnished under this RFP may be subject to disclosure under the
Freedom of Information Act (FOIA). Therefore, al itemsthat are confidential to business, or contain
trade secrets, proprietary, or personnel information must be clearly marked. Marking of items will not
necessarily preclude disclosure when OPM determines disclosure is warranted by FOIA. However, if
such items are not marked, all information contained within the submitted documents will be deemed to
be releasable.

QUESTIONS

Offerors are advised that any technical questions concerning this solicitation must be received at the
address in Block 7 of the Standard Form 33 (SF-33) of this solicitation in writing no later than Monday,
July 2, 2001, at 3:00 p.m. OPM requests offerors not to wait until the deadline to submit questions but
asks that the questions be emailed to Andre Adams at adadams@opm.gaov as early as possible.



NOTICEF OF SOL ICITATION CI OSING DATE AND TIME

All offers MUST be received in the place and by the date and time specified in Block 9 of the Standard
Form 33 (SF-33) in this solicitation.

NOTICE REGARDING I ATE SUBMISSIONS MODIFICATIONS AND WITHDRAWAL S OF
PROPOSAI S

Y our attention is called to Section L, FAR clause 52.215-1(c) and FAR 15.208 Submission, modification,
revision, and withdrawal of proposals. Offerswill nat be considered if received after the date and time
specified, unless the circumstances satisfy the standards to permit their consideration.



PART I - THE SCHEDULE
SECTION A - SOLICITATION/CONTRACT FORM

SF 33 SOLICITATION, OFFER AND AWARD

1. This contract is a rated order under DPAS (15 CFR 700) RATING: N/A

2. CONTRACT NO. 3. SOLICITATION NO. OPM-01-RFP-0016
4. TYPE OF SOLICITATION [ ] SEALED BID (IFB) [X] NEGOTIATED (RFP)
5. DATE ISSUED 6. REQUISITION/PURCHASE REQ. NO.

June 15, 2001

7. ISSUED BY CODE ASC:HLW

US Office of Personnel Management
Contracting Division

Room 1342

1900 E Street, NW

Washington DC 20415-7710

8. ADDRESS OFFER TO (If other than Item 7)

NOTE: In sealed bid solicitations, "offer" and "offeror" mean "bid" and "bidder"

SOLICITATION

9. Sealed offers in original and 9 copies for furnishing the

supplies or services in the Schedule will be received at the place specified
in Ttem 8, or if handcarried, in the depository located in Item 7,

no later than 3:00 p.m. EDT on August 22, 2001.

CAUTION-LATE Submissions, Modifications, and Withdrawals: See Section 1,
Provision No. 52.214-7 or 52.215-1. All offers are subject to all terms

and conditions contained in this solicitation.

10. FOR INFORMATION CALL: A. NAME Andre Adams
B. TELEPHONE NO. (Include Area Code) (NO COLLECT CALLS) 202-606-2492
C. EMAIL ADDRESS adadams@opm.gov

11. TABLE OF CONTENTS See Attached Table of Contents
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SPECIAL CONTRACT REQUIREMENTS

PART II - CONTRACT CLAUSES
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STANDARD FORM 33 (REV.9-97) Prescribed by GSA FAR(48 CFR) 53.214(c)



SOLICITATION, OFFER AND AWARD

OFFER (Must be fully completed by offeror)

NOTE: Item 12 does not apply if the solicitation includes the provision at
52.214-16, Minimum Bid Acceptance Period.

12. In compliance with the above, the undersigned agrees, if this offer is
accepted within 60 calendar days (60 calendar days unless a different period
is inserted by the offeror) from the date for receipt of offers specified
above, to furnish any or all items upon which prices are offered at the price
set opposite each item, delivered at the designated point(s), within the time
specified in the schedule.

13. DISCOUNT FOR PROMPT PAYMENT (See Section I, Clause No. 52.232-8)
Not Applicable

10 CALENDAR DAYS 20 CALENDAR DAYS 30 CALENDAR DAYS CALENDAR DAYS

° o o °
o o o o

14. ACKNOWLEDGEMENT OF AMENDMENTS (The offeror acknowledges receipt of amend-
ments to the SOLICITATION for offerors & related documents numbered and dated

15A. NAME AND ADDRESS OF OFFEROR

Code: Facility Code:

15B. TELEPHONE NO. (Include Area Code)

15C. CHECK IF REMITTANCE ADDRESS IS DIIFERENT IN SCHEDULE
[ ] DIFFERENT FROM ABOVE - ENTER SUCH

16. NAME AND TITLE OF PERSON AUTHORIZED TO SIGN OFFER (Type or Print )

17. SIGNATURE 18. OFFER DATE

STANDARD FORM 33 (REV.9-97) Prescribed by GSA FAR(48 CFR) 53.214(c)



SOLICITATION, OFFER AND AWARD

AWARD (To be completed by Government)

19. ACCEPTED AS TO ITEMS NUMBERED

20. AMOUNT

21. ACCOUNTING AND APPROPRIATION

To Be Supplied Upon Contract Award

22. AUTHORITY FOR USING OTHER THAN FULL AND OPEN COMPETITION:

[ ] 10 U.S.C. 2304 (c) () [ ] 41 U.S.C. 253(c) ()

23. SUBMIT INVOICES TO ADDRESS SHOWN IN ITEM:
Not Applicable

24 . ADMINISTERED BY N CODE
(If other than Item 7)

US Office of Personnel Management
1900 E Street, NW
Washington DC 20415

25. PAYMENT WILL MADE BY N CODE
(If other than Item 7)

See G.1l., Method of Payment

26. NAME OF CONTRACTING 27. UNITED STATES OF AMERICA 28 .AWARD DATE
OFFICER (Type or Print) (Signature of Contract Officer)

IMPORTANT - Award will be made on this Form or on Standard Form 26,
or by other authorized official written notice.

STANDARD FORM 33 (REV.9-97) Prescribed by GSA FAR(48 CFR) 53.214(c)



OF 336 - CONTINUATION SHEET

REFERENCE NO. OF DOCUMENT BEING CONTINUED

CONTINUATION SHEET OPM-01-RFP-0016

| PAGE

NAME OF OFFEROR OR CONTRACTOR

"ITEM NO.

SUPPLIES/SERVICES QUANTITY UNIT UNIT PRICE

AMOUNT

OPTIONAL FORM 348 (4-86) Sponsored by GSA FAR (48 CFR) 53.110



Solicitation No. OPM-01-RFP-0016

PART | - THE SCHEDULE

SECTION B - SUPPLIES OR SERVICES AND PRICE/COSTS

B.1 CONTRACT TYPE

Thisis afixed-price with prospective price redetermination type contract.

B.2 PERIOD OF PERFORMANCE

The anticipated base period for this contract is October 1, 2001, through September 30, 2008. Each
option period shall consist of a 7-year term. Thereis no limit to the number of options the Government
may exercise.

B.3 COST PROPOSAL

Section C, Financial containsinformeation related to cost. Offerors must refer to that section in developing their
cost proposals.
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SECTION C - DESCRIPTION/SPECIFICATIONS/'STATEMENT OF WORK
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Solicitation No. OPM-01-RFP-0016

|. Background

A. Objective

The Office for Long Term Care Implementation in the U.S. Office of Personnel Management
(OPM, or “we") isissuing this Request for Proposals (RFP). This RFP solicits proposals from
qualified insurance companies to offer long term care insurance coverage on a fully insured basis
for Federal Government employees and annuitants, and active and retired members of the
uniformed services and their qualified relatives. We wish to offer eligible persons the opportunity
to enroll in a HIPAA-qualified group long term care insurance program. Enrollment will be
voluntary and on an enrollee-pay-all basis. We are issuing this RFP as aresult of the enactment of
Public Law 106-265, creating the Federal Long Term Care Insurance Program (FLTCIP).

B. Need for Long Term Care Legidation

A steady increase in longevity and in the elderly population has led to arise in the number of
Americans likely to need some form of long term care. It is estimated that roughly 5.2 million
persons age 65 or older, and 3.5 million persons ages 18 through 64, currently receive long term
care assistance either in the community or in nursing homes. The need for long term care is
expected to grow substantially in the future. By the year 2030, it is estimated that approximately
20 percent of our population will be age 65 or older.

Long term care is expensive. For instance, the cost of nursing home care today is already high,
averaging about $46,000 per year, or more. It will only grow in the future. Long term care
insurance can provide people with affordable options ahead of time for dealing with the
catastrophic expenses of nursing home care, home care, assisted living, and other forms of long
term care services. Without insurance, people may have to exhaust al their income and assets to
pay for long term care.

Many individuals are under the false impression that their health plan, disability insurance, or
Medicare will adequately cover their long term care needs. Unfortunately, thisis rarely the case.
Most health insurance plans do not cover costs associated with long term care, and Medicare
covers long term care only under limited circumstances. Medicaid provides coverage for long
term care, but dligibility is based on income and assets. Without long term care insurance,
individuals must deplete their assets, and eventually depend on Medicaid to pay the costs of long
term care. Long term care insurance aso helps with the emotional issues and logistical issues as
well, particularly when care coordination is utilized.

Premiums for long term care insurance are typicaly less expensive when offered as group insurance,
and for younger purchasers. Establishing along term care insurance program for the federa community
will encourage individuals to consider purchasing long term care insurance during their working years,
when premiums are lower.

Long term care insurance can help people plan for the future and protect themselves from the financial
risks associated with the difficult challenge of providing long term care and comfort to aloved one. By
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Solicitation No. OPM-01-RFP-0016

establishing a program that offers affordable, qudity long term care insurance, the Federal Government
can serve as a modd for other employers across the country whose employees face smilar long term
care needs.

The Long-Term Care Security Act will offer millions of American families the opportunity to plan
their fiscal affairs responsibly. Long term care insurance will enable their loved ones to gain the
security that is necessary for achieving a high quality of life even after losing the ability to function
independently. The FLTCIP that results from this effort must be very competitive with individual
LTC insurance plans with respect to both premiums and benefits, so that it attracts a significant
number of participantsin the initial enrollment.

C. Enabling Legidation

Public Law 106-265, the Long-Term Care Security Act passed both the House and the Senate
unanimously with broad bipartisan support and was signed into law by the President on
September 19, 2000. The Long-Term Care Security Act directs the Office of Personnel
Management (OPM) to establish and administer along term care insurance program. The
FLTCIP will allow Federal employees and annuitants, current and retired members of the
uniformed services, and qualified relatives to obtain long term care insurance.

The Act directs OPM, without regard to statutes requiring competitive bidding, to contract with
one or more qualified companies to provide such insurance. The contractor(s) must be licensed to
issue long term care insurance in al 50 states and the District of Columbia. However, it also
provides the FLTCIP with specific exemption from state laws related to long term care insurance.
OPM must award contracts on the basis of contractor qualifications, price, and reasonable
competition; they are not automatically renewable.

The complete text of the Act islocated in Appendix A. Contractors must be aware of and be
prepared to comply with its requirements.

i Potential for Consortia

The Act expressly authorizes insurers to form consortiafor purposes of submitting proposals or
bids to OPM and jointly underwriting coverage if selected by OPM. There are several potential
advantages to joint underwriting of coverage:

o It may facilitate the availability and affordability of long-term care insurance for
federal employees.

. Since the federal participant group would be larger than any group underwritten by
asingle Contractor today, joint underwriting may be necessary in order to underwrite
the risk inherent in such a large population.

o A consortium could allow pooling of loss information enabling more accurate and
favorable pricing for Federal employees.
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Solicitation No. OPM-01-RFP-0016

o A consortium may be able to provide certain services more efficiently to the large
population of enrollees, and also permit OPM to take advantage of the companies
different areas of expertise.

ii. Funding M echanism

Enrollees will pay the full premiums for long-term care coverage offered pursuant to this Act.
OPM has been granted access to the Employees' Life Insurance Fund for the initial expenses of
implementation and administration, which will be subsequently reimbursed by the Contractor. The
master contracts must require each Contractor to reimburse the Employees’ Life Insurance Fund
for ongoing OPM administrative expenses, including lost investment income.

During the contract period, premiums can be adjusted only by mutual agreement between OPM
and the Contractor.

iii. Underwriting Standards

The Act specificaly states that insurance is not guaranteed to any individual, and OPM is not
reguired to offer long-term care insurance to those who are immediately eligible. However, OPM
is not precluded from offering long term care insurance on a guaranteed issue basis, if OPM
determines that it is appropriate to do so.

The Act provides OPM with the authority and flexibility to negotiate underwriting standards with
the Contractors, just asit will negotiate other terms and conditions. OPM recognizes the tension
between the need to screen potential enrollees and the desire to qualify as many eligible
individuals as possible. Without some underwriting, premiums may be too expensive for potential
enrollees, and Contractors would be less interested in participating in this program. OPM will
negotiate underwriting standards that allow the greatest number of individuals to obtain long-term
care policies at reasonable rates, while till containing costs. OPM also expects to use the buying
power of the large federal community to make the underwriting standards as fair and reasonable
as possible.

iv. Consumer Information and Reports

The Act requires OPM to ensure that each applicant has information regarding the general
advantages and disadvantages of long term care insurance and any other information necessary to
make an informed decision about obtaining long term care insurance. Long term care insurance
can be an effective way for some individuals to plan for the future, but it is not an appropriate
product for everyone. OPM recognizes the importance of providing an adequate amount of
information to potential enrollees, without overwhelming them.

The Act requires the General Accounting Office (GAO) to compare the competitiveness of this
program with group and individual coverage available in the private insurance market and submit
written evaluations to OPM and Congress before the end of the third and fifth years of the
program.
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Solicitation No. OPM-01-RFP-0016

D. Higory of the Legidation

Numerous bills were introduced in the 106th Congress to provide long term care insurance for
federal employees and annuitants, members of the uniformed services, and civilian and uniformed
retirees. In an effort to achieve consensus, discussions and negotiations regarding the creation of a
federal long term care insurance program were held with interested parties. These discussions
included Congressional staff, representatives from the Office of Personnel Management (OPM),
the Federal employee unions, the National Association of Insurance Commissioners, the Health
Insurance Association of America, as well as representatives of several mgjor insurance
companies, among others. In the House, HR. 4040 emerged from these negotiations as the clear,
strongly supported compromise. In the Senate, the long term care insurance provisions of S. 2420
were identical to those in its House companion measure. The bill originally passed the House on
May 9, 2000 and ultimately the Senate on July 27. The President signed the bill on September 19,
2000.

E. Profileof Employeesand Retirees
Appendix B contains demographic information for Federal employees and retirees, and members
and retired members of the uniformed services.

F. Communication Vehicles

A number of vehicles are available to communicate with employees and annuitants about the
FLTCIP. Appendix C has this information. Appendix D discusses zip code information for Federal
employees and annuitants.
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ll. Plan Design

A. Plan Summary

¢ The*“Federal Family” As mandated by the Long-Term Care Security Act, the
Federal Long Term Care Insurance Program (FLTCIP) must
be effective by October 2002. We expect the total eligible
population for this insurance to exceed 20 million people.
There are approximately 4 million people subject to no or
abbreviated underwriting. 16 million people or more will be
subject to more extensive underwriting.

Eligible participants include:

o Employees - Federal employees (including employees of
the U.S. Postal Service and Tennessee Valley Authority,
but not employees of the District of Columbia
Government) and members of the uniformed services

e Annuitants - Federal retirees (who retire on an immediate
annuity), retirees of the uniformed services, uniformed
services reservists at the time they qualify for an annuity,
and survivors receiving annuity compensation. Federal
retirees receiving a deferred annuity and survivors of
Federal retirees who received a deferred annuity are not
currently eligible.

e Adult children (at least 18 years old, including adopted
children and stepchildren) of employees and annuitants

e Spouses of employees and annuitants
e Parents, parents-in-law, and stepparents of employees
The Long-Term Care Security Act gives OPM authority to

issue regulations to cover other relatives. We are currently
considering extending the eligible population to include:

e Parents, parents-in-law, and stepparents of annuitants

e Spouses of the adult children of employees and
annuitants

e Unmarried former spouses of employees and annuitants
who have submitted a qualifying court order to OPM.

e Unmarried brothers and sisters of employees and
annuitants

e Adult foster children of employees and annuitants
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¢

Benefit Eligibility

HIPAA standards — unable to perform two of six ADLS, or

¢

Enrollee Choices

suffering severe cognitive impairment
Each enrollee will have choices of:

A maximum weekly benefit,

A benefit period,

The type of inflation protection, and
A waiting period

M aximum Weekly Benefit
(MWB)

$400/week up to $2,000/week in increments of $50

¢ Ben€fit Period 3-year, 5-year, or lifetime

¢ Inflation Protection Choice of automatic compound inflation or future purchase
option (default benefit)

¢ Waiting Period For 90 days of covered services (30 days available upon request

Benefits

at additional premium) once per lifetime

Covered Services

100% of MWB for nursing home, assisted living, hospice
care (whether at home or in afacility), limited respite care

100% of MWB for home care

and adult day care if a care coordinator is used

50% of MWB for home care and adult day care if a care
coordinator is not used

Caregiver training up to one week’s benefit per lifetime
Appliances, specia equipment, home modifications, and

other products or services if specified in an approved plan of
care drawn up by a care coordinator.

¢

Premiums

Employee-pay-all with no Government contribution

Provision for waiver of premiums

*

Portability

Fully portable

¢

Open Enrollment Period

Applicants may enroll by October 1, 2002. The section on
Customer Service has more detail on the open enrollment
period.

C-7




Solicitation No. OPM-01-RFP-0016

B. Plan Details

If a benefit is not mentioned in this Plan Details section, it does not mean the benefit is not
covered. It smply means that the description in the table in section A was sufficient and no
further details are needed to describe it.

>
1

Benefit Eligibility
The Contractor shall determine benefit eligibility using the Health Insurance
Portability and Accountability Act (HIPAA), 26 U.S.C. §7702B.

To qualify for benefits, a licensed health care practitioner must certify and the
Contractor must approve that an enrollee:

a) is unable to perform, without substantial assistance from another individual, at
least two of six activities of daily living (ADLS) for a period of at least 90 days due
to aloss of functional capacity, or

b) requires substantial supervision to protect such individual from threats to health
and safety to self or others due to severe cognitive impairment.

ADLs are those listed at 26 U.S.C. § 7702B(c)(2)(B): eating, toileting,
transferring, bathing, dressing, and continence.

Exclusions must satisfy the provisions of the 1993 Long Term Care Insurance
Model Act and Long Term Care Insurance Model Regulations promulgated by the
National Association of Insurance Commissioners (NAIC Model Act and
Regulations). We expect that the FLTCIP will follow the 2000 or later NAIC
model.

Exclusions for mental and nervous conditions will not be allowed.

M aximum Weekly Benefit

Reimbursement is limited to the actual charges for the services, but not to exceed
the maximum weekly benefit.

There will be no copayments or coinsurance. Out-of-pocket costs will be limited
to costsincurred in the initial waiting period and costs in excess of weekly
maximums.

Benefit Period

Applicants will choose one of three options for the benefit period: 3-year, 5-year,
or lifetime.

The benefit period will be reimbursed using a “pool of money” approach, where
the pool = weekly maximum multiplied by 52 weeks per year multiplied by the
benefit period (years). The lifetime benefit period has an unlimited pool.

C-8



Solicitation No. OPM-01-RFP-0016

» Inflation Protection

1

Applicants will choose one of two inflation options: automatic compound inflation
(5% compounded annually) or a future purchase option. If an applicant failsto
indicate a choice, the default is the future purchase option.

For automatic compound inflation, premiums are level based on the initial issue
age, despite the fact that benefits increase over time.

Future purchase options will be offered every other year, without individual
underwriting or proof of insurability, as long as the enrollee has not passed on three
prior options and is not on waiver of premium.

For the future purchase option, the premium for the original amount will be level
based on issue age while the premium for each additional amount will be level based
on the attained age at purchase of the increment.

The Contractor must give enrollees in the future purchase option the right to
switch to automatic compound inflation at each future purchase option offering, with
a corresponding premium adjustment based on attained age.

For the future purchase option, inaction by the enrollee at the time of a scheduled
increase will trigger that increase (i.e., the increase is the default).

» Waiting Period for Benefits

1.

2.

The standard plan contains a once-per-lifetime waiting period of 90 days of
covered services.
A 30-day option at a higher premium will be available upon an applicant’s request.

» Covered Services

1.

Specific covered services include:

a. Nursing home (skilled, intermediate, or custodial), Alzheimer’s facility, assisted
living facility, inpatient hospice.

b. Home care rendered by an appropriately licensed or certified provider, agency or
non-agency, including services by a nurse, home health aide, therapist,
homemaker, or in-home hospice.

c. Informal and family care when included in an approved plan of care, adult day
care, and other community based services.

d. Respite care for up to 4 weeks per calendar year.
e. Caregiver training, up to one week’s benefit.
f. Bed reservations, up to 4 weeks per calendar year.

A care coordinator will be available to facilitate access to benefits. Such care
coordination will include resource and referral services to coordinate long term care
services for the enrollee. To receive the benefits of the care coordination, the
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10.

enrollee must have documented the inability to perform two ADLSs or the presence
of severe cognitive impairment.

In addition, the services of a care coordinator will be made available to the non-
enrolled qualified relatives of enrolled employees. Services will be provided at cost
Or No cost.

The use of the care coordinator program is strongly encouraged by the plan
design, but is not required.

Alternate Plan of Care -- A care coordinator may approve coverage for items not
explicitly listed as covered under the plan, i.e. appliances or specia equipment, home
modifications, etc.

Informal caregivers (unlicensed caregivers qualified to provide custodial care) may
be used if approved by care coordinator.

Services from family caregivers not living with the enrollee at the time the clam
begins are covered services if the enrollee uses care coordination. Payment is limited
to reasonable costs for atotal of 365 days.

The Contractor must coordinate benefits with any other applicable insurance
coverage and must not duplicate Medicare, or other payments to which an insured
individual is entitled. The Contractor cannot pay for care in Department of Veterans
Affairs (VA) hospitals.

The Contractor must warrant that the coverage afforded under the master group
policy issued to the FLTCIP satisfies, at a minimum, the provisions of the 2000
NAIC Model Act and Regulations.

The Contractor must warrant that its master group policy meets the Internal
Revenue Code definitions of a “tax-qualified” contract.

Premiums

Premiums are issue age premiums, guaranteed renewable, with no Government
contribution.

Individual coverage shall be guaranteed renewable and can be canceled only for
nonpayment of premiums after a grace period of not less than thirty (30) days. The
Contractor shall reinstate coverage if the enrollee makes retroactive premium
payments during the grace period or if the Contractor receives proof of cognitive
impairment or the loss of functional capacity of the enrollee within five months of
the lapse of coverage or termination, and such loss occurred before the date of lapse.
The Contractor must follow NAIC third party notice rules. In no event can the
Contractor’ s reinstatement provisions be more restrictive than what is permitted
under HIPAA and the NAIC Model Act and Regulations. *

There is no Return of Premium option.
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4.  Waiver of premium begins after benefit eligibility has been certified and the enrollee
consults an approved care coordinator. |f the enrollee does not consult an approved
care coordinator, premiums are waived only after the waiting period.

5. The program will include a contingent nonforfeiture benefit as defined by the 2000
NAIC Model Act and Regulations.

» Portability

1. Enrollees who separate from employment with the eligible group or who lose their

3.

affiliation to the eligible group shall continue coverage with the plan. They must pay
premiums through payment arrangements made directly with the Contractor.

The coverage continued shall contain all the features and benefits contained in the
group policy and be billed at the same rates that apply to similarly covered persons
who have not separated from employment or lost their affiliation with the eligible
group.

If the FLTCIP switches Contractors, enrollees will transfer to the new Contractor.

C. Questionsand Innovations

a.
1

Quedtions
Do you agree to each of the requirements outlined above? If you are unable or
unwilling to comply in full with any of the requirements outlined above, explain any
limitations or reservations or best practices. Discuss your proposed alternative in
detail.

Describe how you would administer the caregiver training, bed reservation, and
alternative plan of care benefits. List any restrictions that would apply to these
benefits.

Explain how you would coordinate benefits to prevent duplication of benefits.
Provide examples.

| dentify the inflation index you propose for determining the amount of each future
purchase option and explain why you chose it.

What is your company policy regarding upgrades or downgrades in coverage?
What do you propose for upgrades and downgrades for the FLTCIP? Does that
proposal differ from your company policy and if so, how and why?

What are your exact procedures for determining when someone meets ADL or
cognitive impairment requirements? Provide an ADL evauation example and an
example of a cognitive impairment evaluation. Also provide excerpts from your
assessment manual.

What are your capahilities for providing coverage/benefits to persons residing
outside the U.S.? Do you have service in Puerto Rico and in all of the U.S.
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territories? Specify each country where you provide services and what services will
be paid if the enrollee is either living in that country and/or receives services there.
How will you increase your capacity to handle services outside the United States
(The U.S. includes all 50 states, District of Columbia and territories)?

8. Do you propose awar excluson? If yes, provide the exact language you propose
and an example of how it would work.

9. We are interested in offering Partnership products in California, Connecticut,
Indiana and New Y ork.

a. How would you envision doing this, in terms of:
—  Marketing it?
—  Pooling (or separating) the risks?
—  Product design (how do you propose changing the FLTCIP design to
conform as a Partnership product in those states)?

b. Would you be willing to offer aregular Partnership product in those four states (if
you don't aready), outside of the FLTCIP for people who would be better served
with aregular Partnership product instead?

b. Innovation

The large size of this program coupled with its preemption from individual State long term care
insurance rules alows for some unique innovations.

In addition to quoting premiums for the above basic benefits and options, you can offer any other
options and features which may be unique to your company, or which you feel would be
advantageous to the FLTCIP. We will use these options and/or features to gauge your sense of
innovation, and your knowledge of the long term care industry. If you are the successful
Contractor, we may include the options and/or features that you propose, if cost effective and
desirable, in the final plan design. However, we will not award a contract based solely on
proposals for an aternative design.

Answer each of the questions below in this section on Product Design AND AL SO provide a
copy of the questions and your answers in your separately bound response to the Financial
section.

1. If you offer an innovative benefit design, provide details of the design and indicate
the estimated impact on premiums.

2. We intend to offer inflation protection at appropriate levels. We have set automatic
compound inflation at 5% per annum. Do you propose a different rate? If so,
provide the amount, the rationale, and the effect on premium. Other than the two
inflation protection approaches already described, do you propose any other
approach? If so, why and what would be the effect on premium? We intend to cover
home care and adult day care at 100% of the MWB with the use of a care
coordinator. We invite you to suggest a different percentage (e.g. 60%, 65%, and
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75%) and/or different approach. Include an explanation of your aternative proposa
and the effect on premiums.

3. The Federal Government employs a high percentage of persons with self-reported
disabilities (about 7% of the workforce.) FLTCIP intendsto cover or provide
service to as many people as possible. Thus, we expect you to offer innovative
products, services, and underwriting approaches to achieve thisgoal. We
understand that the premiums for the nonstandard offerings to employees, or their
spouses, who are declined may differ from premiums for the standard policies, but
they need not be salf-sufficient. 'Y ou must include them in the same risk pool as the
standard policies.

a. Specify the non-standard policies that you propose to offer to declined
employees or their spouses. Exactly how would they differ from the standard
policy in terms of benefits and/or premiums?

b. Under what circumstances do you propose issuing non-standard policies to
segments of the populations ather than employees or their spouses who are
declined (i.e., annuitants, etc.)? Our intention is that the issuance of non-
standard policies to non-employee populations would not affect the premiums
for standard policies. Thus, non-standard policies for populations other than
employees or their spouses would constitute a separate risk pool for rating
purposes.

i. Specify the non-standard policies that you propose to offer to declined non-
employees.

il. Exactly how would they differ from the standard policy and the declined-
employee non-standard policy in terms of benefits and/or premiums?

c. If an employee or employee' s spouse is not eligible for either a standard or
non-standard insurance policy, the Contractor will, a a minimum, offer a policy
that provides access to care coordination services only. Do you offer this type
of policy now? Do you propose also offering it to annuitants or other qualified
relatives who do not pass underwriting?

4.  We are open to innovative suggestions for spousal benefits. They may include a
spouse discount, an offering of a combined pool of money, or other optional
benefits. What spousal benefits do you propose, if any, and why? What impact
would these benefits have, if any, on premiums?

5.  The plan design calls for waiving premiums during the waiting period once benefit
eligibility has been certified and the enrollee contacts a care coordinator. Do you see
this approach adding to costs or adverse selection? Are there clams savings that
offset these costs? What other approaches do you propose? Why? What has been
your experience with the alternative approach(es) you propose?
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Contractor Information

A. Requirements

1.

The Contractor may be a single insurance company or be comprised of more than
one insurance company, or other entities, aligned together to respond to this RFP.

By the time of the contract award, the successful Contractor must be licensed to
sell insurancein all 50 states and the District of Columbia. 1n the case of a Contractor
comprised of more than one company, the licensure requirement can be met by the
companies collectively.

Relationships with subcontractors, partners or members of ajoint contracting
entity cannot be exclusive. This means that each company is free to enter into more
than one bidding relationship and/or contracting arrangement with us, at the outset of
this contract as well as in any re-competition.

B. Quedtions

Part 1

Each contracting entity must complete this part in relation to the entire entity.

1.

| dentify each company that will play a significant role in meeting the requirements of
this RFP and the specific responsibilities that each will have.

Specify the legal relationship that each will have, one to another, if applicable, and/or
each to the contracting entity, including the extent of the legal commitment that
existed at the time you responded to this request and current or prior relationships that
have existed in the delivery of along term care insurance program.

Discuss each company’s respective strengths and capabilities to deliver the services
and meet the responsibilities identified.

Describe how the entity responsible for meeting the requirements of this RFP will be
managed at the corporate level, e.g. board of directors, partnership etc. Where will
the contracting entity be legally domiciled?

Provide the names, experience, education, and accomplishments (related to their
FLTCIP roles) of the key personnel who will be responsible for the overall
management of the FLTCIP as well as various components of the FLTCIP, such as
marketing, education, enrollment, care management, claims, customer service, overal
project, etc. If you haven't designated an individual yet, identify and describe the
company(ies) from which you will seek that individual. If we have an ora
presentation, these are the individuals that should be present.
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Part 2

Each company financidly at risk in the contracting entity must answer the following questions
and provide the following information separately for each individua company:

1.

2.

What is your company’s name and State of domicile?
What is the nature and extent of the risk you propose to assume for the FLTCIP?
What services you will be providing to the FLTCIP, if any?

Provide proof of your financia capacity and capahilities to undertake and
successfully complete your portion of the contract. An audited financial statement,
including management reports, and annual reports for the three most recent fiscal years
and current bank reference(s) are acceptable. Include a copy of the most recent
certified audit by an independent outside auditor. Disclose your current and two prior
financia ratings from A.M.Best, Moody’'s, Standard and Poors, and Weiss, as
applicable. If your rating(s) deteriorated, explain why.

Provide the outcome, year, jurisdiction and case citations of any lawsuits that have
been filed against your company for any aspects of your long term care insurance
program.

Describe any regulatory or administrative actions taken against your company with
respect to any aspects of your long term care or other insurance programs.

Provide information related to your organization and other information
demonstrating your capability of assuming thisrisk. This should include, but is not
limited to:

a. Names and telephone numbers of references evidencing your qualifications and
capabilities.

b. An organizational chart showing your entire organizational structure, highlighting
which part of that structure would be involved with the FLTCIP. If known,
identify the names and titles of management, supervisory and other key personnel
or account team members that will be assigned to this contract. Identify the
percentage of time that each will dedicate to the FLTCIP.

c. If known, alist of back-up staff who may work on the FLTCIP to help or replace
key individuals assigned to service and manage the account.

d. Net assets, stop loss, reinsurance, and/or parent company arrangements that have
been made to assure that funds will be available to meet the obligations incurred
under this contract.
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Part 3

Each entity must answer the applicable questions as a separate entity with a summary
referring to the joint entity:

1. For your largest group long term care insurance contract in force, describe how
you implemented and are managing underwriting, reporting administration, education
and marketing, customer service and care coordination. Also include statistics on that
group’s lapse rate. Be specific in all descriptions. For example, did you perform the
underwriting in house or subcontract it, who did the marketing, what outside
resources were called upon, and so forth.

2. Provide the total amount of long term care premium (in dollars) in force for your
company and the number of covered lives, as specified in the chart, for year end 1998,
1999 and 2000. Y ou should also use this chart if you are an organization handling
administrative services only (e.g., self-insured) contracts and are not at risk.

1998 1999 2000

a. Total Employer Group LTC Insurance
(i) Premiums or premium equivaentsin force
(ii) Number of covered employee lives

b. Total OTHER Group LTC Insurance
(i) Premiumsin force

(ii) Number of covered lives

c. Total Individual LTC Insurance

(i) Premiumsin force

(ii) Number of covered lives

d. Total Group and Individual LTC Insurance
(i) Premiumsin force

(ii) Number of covered lives

3. Provide information as specified in the chart below about the number of group
accounts you service.

1998 1999 2000

a. Total Employer Group LTC Insurance
(i) Number of group accounts serviced

(ii) Average account size (# of covered lives)
b. Total OTHER Group LTC Insurance
(i) Number of group accounts serviced

(ii) Average account size (# of covered lives)
c. Total of all Groups

(i) Number of group accounts serviced

(ii) Average group size (# of covered lives)
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V. Financial

Special Note: In your separately bound reply to this Financial section, you must also include
copies of the applicable financial questions and your corresponding answers from the innovation
section of the Plan Design section, the Underwriting section, and any other applicable financial
guestions elsewhere in this Statement of Work.

A. General

a. Requirements
1. The FLTCIP will be fully insured with enrollees paying the full cost. The
Contractor will not secure any payment from the FLTCIP, either for
marketing/ongoing expenses or for program losses due to inadequate
assumptions. The Contractor will be solely responsible for collecting
premiums. OPM is not liable for nonpayments or insufficient funds, if any. The
plan inception date will be no later than October 1, 2002.

2. The plan year will begin every October 1 thereafter.

3. By legidation, the Contractor must account for the experience of the FLTCIP
separately from that of other groups that the Contractor insures. The
Contractor must account for an Experience Fund, as described below under
Section IV.E. The FLTCIP funds will not be available for any obligations
other than those associated with the FLTCIP.

4. The Long-Term Care Security Act specifies that the Employees’ Life Insurance
Fund is available for reasonable expenses incurred by OPM in administering the
FLTCIP before the start of the 7 year term, including reasonable
implementation costs. Assume an expenditure of $2 million for fiscal year
2001 (September 2000 — September 30, 2001), and $1 million per year
thereafter, increasing by 5 percent each year.

b. Quedtions
1. Do you agree to each of the requirements outlined above? If you are unable or
unwilling to comply in full with any of the requirements outlined above, explain
any limitations or reservations or best practices. Discuss your proposed
alternative in detail and its impact on premiums.

B. Actuarial Assumptionsand L ossRatios
a. Requirements

1. Whilerates will not be “guaranteed” to enrollees, we expect that premiums will
remain stable indefinitely, with no premium increases. The Contractor will be
held to the NAIC standard for rate adequacy. Thus, we will ask the
Contractor to certify that they have priced to “moderately adverse” conditions.
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2. We anticipate that expenses, claims, lapse and investment income assumptions
will contain some margins for adverse deviations, but that an explicit profit
margin will be built into the premiums and disclosed to OPM.

3. We also anticipate that actual expenses, claims, lapses and investment income
will be accounted for separately for the FLTCIP and that annual comparisons
of actual to expected will be performed to ensure rate adequacy.

4. We expect that issue and marketing expenses for rate determination purposes
will be amortized over the average lifetime of initial enrollees, as negotiated.
Provision will be made for the return of unamortized initial expensesin the
calculation of the funds that remain with the Contractor if the policy transfers
to anew Contractor.

b. Quedtions
1. Do you agree to each of the requirements outlined above? If you are unable to

comply in full with any of the requirements outlined above, explain any
limitations or reservations and also discuss your proposed aternative in detail.

2. Fill out Table 1, providing al administrative expense factors used in pricing.
Provide these factors based on the average cost expected per enrollee, using
your best estimate of the number of enrollees and the distribution of enrollees
by age, risk class, etc (consistent with demographics you provide later in this
section.) Complete a separate Table 1 for each of the following two
underwriting assumptions:

a. Modified guaranteed issue for employees (short form for employees
spouses and full underwriting for all others), and

b. Short form for employees (short form for employees’ spouses and full
underwriting for all others).
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TABLE 1°

Administra

ive Expenses

First Contract Year

Renewal Years

(ongoing maintenance)

$ Per % of % of $ Per % of % of
Enrollee | Premium Claims Enrollee | Premium Claims
Underwriting® e e
Marketing”
| ssue” e e
Maintenance
Overhead
Allocation
Claims Admin/
Care Coordination’
claim
_Other approve
d
$ per
claim
approve
d
Premium Taxes’

Other Start-up®

a. Provide details in question 4 below. Express costs per policy issued (presuming that spouses
get separate policies). Note that underwriting scenarios are defined further in Section V, and
apply only to underwriting used for employees or their spouses.

b. Provide details in question 5 below.

c. Provide details in question 6 below. For claims administration/care coordination, provide the
ongoing cost for administering a claim (as a dollar amount per claim) for the first year of the
claim and subsequent years, rather than the first contract year and renewal years as shown in

Table 1.

d. Thisalso includes local taxes, fees and guaranty association assessments, if applicable.

e. First year after issue of each certificate. Applied to new issues only.
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3. Y ou may propose a one-time flat amount for start-up costs. State the
amount, if any, and explain how this charge is built-in to the premiums in Table
1

4, Expenses may be significantly lower per enrollee than expected due to high
enrollment. If this happens, how would you reflect it in the premiums? Be
specific.

5. Table 2 provides the details of how you developed the expected
underwriting expense in Table 1, based on the expected distribution of
underwriting tools used and the expected cost of such tools. Provide three
versions of Table 2:

a. For employees and their spouses only, assuming modified guaranteed issue
for employees and short form for employees’ spouses,

b. For employees and their spouses only, assuming short form for both °
c. For the other groups (primarily annuitants), which are all fully underwritten

TABLE 2
Underwriting Tools
Underwriting Scenario: (identify each of the three versions)

Application Phone M edical
Review Interview | Faceto Face Records Other
% of % of % of % of Total
I ssue % of Time Time Time Time Cost

Age Cost | Use | Cost | Used | Cost | Used | Cost | Used | Cost | Used | Estimate

40

50

60

70

80
Average-
All Ages *

* Note: Expressin terms of expense per application. Also provide reject/not taken rates used to
convert to an expense per issue basis, which should then tie to the underwriting expense shown
in Table 1.

6. Show the details of how you developed the marketing/issue costs per enrollee
shown in Table 1. This demonstration should include your estimates of total
dollarsto be spent on the initial education and enrollment campaign, costs of
enrollment packages, printing, mail, web site development, videos, etc. and
your estimate of the number of assumed populations of eligibles/applicants/
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enrollees as appropriate. It should aso detail your expected administrative
cost per policy issued (data entry, customer service inquiries, IVR, and web
support, etc.) and should disclose any anticipated acquisition costs. Specify
any other anticipated start-up costs and repayments to the Employees’ Life
Insurance Fund that are included in any way in pricing. How are you
amortizing the marketing expenses?

What costs, if any, do you agree to not charge against this contract for
competitive reasons? Be specific.

In Table 3, provide the details of how you developed the claim
administration and care coordination expenses (i.e., care plan development, and
management) in Table 1. Provide Table 3 twice — once for institutional care
(nursing home and assisted living facilities) and once for other care. What rate
of inflation did you apply? If you are proposing care management servicesin
lieu of non- standard insurance for declined active employees or their spouses,
detail the cost and services you propose (before any subsidization from
standard policies).

a. Indicate how you weighted or combined the costs you show separately for
institutional and other care for pricing purposes.

b. Explain how you converted the total cost per claim to a percent of claims,
percent of premium, or $/policy for Table 1. Note that any offeringsto
declinations other than active workers or their spouses are not to receive
cross subsidies from the overall risk pool.

TABLE 3
Claim Administration/M anagement Tools
3.
Reassessment/ TOTALS
2. Monitoring 4,
Claimant _ _
Age Claims CarePlan PCIa]m First
Assessment | Development | Expected ayment Y ear )
Number Cost (Maintenance) of Su sequ:e(nt
*
40
50
60
70
80
Average-
All Ages
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*Add up #1 and #2 and any applicable expenses from #3 and #4.

** Add up any applicable expenses from #3 and #4.

0.

For pricing, assume that the 1983 GAM (with no selection) will be the

basis for mortality. Develop your voluntary lapse assumptions so that the total

termination rate is appropriate for your company. Provide your voluntary

lapse assumptionsin Table 4. 1f you expect lapse rates to vary by any other
factors (risk class, sex, attained age, employment status, etc.), provide these as
well.

TABLE 4

Voluntary Lapse Rates

Issue Age:*

Policy
Year*

<50 50-59 60-69

70-79

80+

QO OWoO~NOUIRWNE

=
+

* Note: Substitute whatever issue age and duration breakdowns are necessary in

order to fully describe your assumptions.

10. In Tables 5A, 5B and 5C, provide annual ultimate incurred claims costs

(discounted at 0%) by attained age for the base plan as described in the section
on Plan Design and below:

90-day waiting period

3-year, 5-year, and lifetime benefit period

(2) future purchase option with no future increases while on claim, and
(2) 5% automatic increase inflation option (note: only inflation after
incurral, throughout the claim continuance curve, should be included)

100% comprehensive nursing home and home care policy (home care
paid at 50% if the care coordinator is not used)

$700/weekly benefit maximum at time of claim.
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TABLE 5A

$700/wk. Annual Claim Costs
3-year Benefit Period

Attained
Age

Future Purchase Compound
Option Increase
Male Female Male Female

30

35

40

45

50

55

60

65

70

75

80

85

90

95

100

105
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TABLE 5B

$700/wk. Annual Claim Cost
5-year Benefit Period

Attained
Age

Future Purchase Compound
Option Increase
Male Female Male Female

30

35

40

45

50

55

60

65

70

75

80

85

90

95

100

105
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TABLE 5C
$700/wk. Annual Claim Cost
_ifetime (unlimited) Benefit Period
Future Purchase Compound
Attained Option Increase

Age Male Female Male Female
30
35
40
45
50
55
60
65
70
75
80
85
90
95
100
105
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11. In Table 5D, provide claim incidence rates.

a. State the denominator for the incidence rates (e.g., total in-force or

nonresident in-force, €tc.)

b. State how you adjusted the incidence rates for inflation options and lifetime
maximums.

TABLE 5D
Claim Incidence Rate
$700 per Week
_ifetime (unlimited) Benefit Period

Attained
Age

Home
Facility Care

Male Female Male Female

30

35

40

45

50

55

60

65

70

75

80

85

90

95

100

105
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12. In Table 5E, provide the average length of claim.

a. State theimpact of salvage — the difference between the weekly maximum
benefit and the expected weekly benefit.

b. State how you adjusted average lengths of stay for inflation options and
lifetime maximums.

TABLE 5E

Average Length of Claim (in calendar days)

$700 per week

_ifetime (unlimited) Benefit Period

Attained
Age

Home

Facility Care

Male

Female Male Female

30

35

40

45

50

55

60

65

70

75

80

85

90

95

100

105
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13. Continuance tables for nursing home stays and noninstitutional disability days
are published in the literature. Nursing home continuance tables are published
in the Transactions of the Society of Actuaries, 1988-89-90 Reports under the
“Report of the Long-Term Care Experience Committee, 1985 National
Nursing Home Survey Utilization Data.”

The table on the next page is areplication of “Table 17, Proportion of Days
After the Period Shown; Insurable Stays, Benefit Period Concept; Adjusted to
Match 1985 NNHS Residents.”

a. Stateif you use this table (and the corresponding table for females) asthe
continuance tables in pricing facility benefits. Do you use another table
from the same publication?

b. If you use another continuance table, provide a copy of the table that you
use.

c. State how you adjust the factors in these tables for any pricing calculations.
Be specific.
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Table 17. Proportion of Days After the Period Shown;

Insurable Stays; Benefit Period Concept; Adjusted to Match 1985

NNHS Residents
Males
Age at Admission
Days From
Admission | <45 | 45-54 | 55-64 | 65-74 | 75-84 | 85-94 95+

0 1.0000|1.0000|1.0000|1.0000| 1.0000 | 1.0000 | 1.0000
10 0.9878|0.9844|0.9839|0.9786| 0.9707 | 0.9711 | 0.9590
20 0.9773]0.9713|0.9705|0.9607 | 0.9470 | 0.9480 | 0.9243
30 0.9672|0.9589|0.9580|0.9442| 0.9253 | 0.9270 | 0.8926
60 0.9396|0.9245|0.9243|0.9003| 0.8689 | 0.8703 | 0.8092
90 0.9156|0.8949|0.8949|0.8626 | 0.8210 | 0.8208 | 0.7433
121 0.8937|0.8675|0.8678|0.8283| 0.7776 | 0.7753 | 0.6878
151 0.8746|0.8432|0.8438|0.7985| 0.7400 | 0.7357 | 0.6429
182 0.8565|0.8195|0.8208|0.7701| 0.7044 | 0.6983 | 0.6033
212 0.8401|0.7976|0.7999|0.7444 | 0.6724 | 0.6648 | 0.5698
243 0.8242|0.7757|0.7795|0.7192| 0.6413 | 0.6326 | 0.5391
273 0.8095|0.7551|0.7607 | 0.6959| 0.6128 | 0.6032 | 0.5124
304 0.7949|0.7343|0.7420(0.6727 | 0.5848 | 0.5745 | 0.4872
334 0.7813|0.7147|0.7248 | 0.6509 | 0.5589 | 0.5480 | 0.4647
365 0.7678|0.6949|0.7077|0.6291 | 0.5333 | 0.5218 | 0.4430
547 0.6971|0.5925|0.6210|0.5134| 0.4039 | 0.3856 | 0.3345
730 0.6395|0.5166|0.5530|0.4189| 0.3044 | 0.2741 | 0.2393
912 0.5897|0.4583|0.4935|0.3408| 0.2314 | 0.1906 | 0.1591
1095 0.5420|0.4063|0.4359|0.2721| 0.1793 | 0.1328 | 0.1098
1277 0.4951|0.3609|0.3839|0.2148| 0.1415 | 0.0931 | 0.0838
1460 0.4480|0.3209|0.3406(0.1683| 0.1117 | 0.0640 | 0.0652
1642 0.4012|0.2829|0.3025[0.1290| 0.0885 | 0.0427 | 0.0481
1825 0.3544|0.2490|0.2653|0.0941| 0.0704 | 0.0269 | 0.0314
2190 0.2710]0.1988|0.2000|0.0474| 0.0432 | 0.0069 | 0.0124
2555 0.2056|0.1561|0.1498 | 0.0245| 0.0256 | 0.0006 | 0.0076
2920 0.1543|0.1204|0.1107|0.0131| 0.0148 | 0.0000 | 0.0054
3285 0.1143]0.0914|0.0803|0.0073| 0.0084 | 0.0000 | 0.0040
3650 0.0834|0.0682|0.0569 | 0.0042| 0.0048 | 0.0000 | 0.0031
4015 0.0598|0.0502|0.0391|0.0026 | 0.0027 | 0.0000 | 0.0023
4380 0.0421|0.0364|0.0259|0.0016| 0.0016 | 0.0000 | 0.0017
4745 0.0292|0.0261|0.0166|0.0011| 0.0009 | 0.0000 | 0.0012
5110 0.0199|0.0185|0.0102 | 0.0007| 0.0006 | 0.0000 | 0.0007
5475 0.0134]0.0131|0.0062 | 0.0005| 0.0004 | 0.0000 | 0.0003
5840 0.0091|0.0092|0.0037|0.0003| 0.0002 | 0.0000 | 0.0000
6205 0.0061|0.0064|0.0022|0.0002| 0.0001 | 0.0000 | 0.0000
6570 0.0040|0.0045|0.0013|0.0001| 0.0001 | 0.0000 | 0.0000
6935 0.002710.0030|0.0008|0.0001| 0.0000 | 0.0000 | 0.0000
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7300
7665
8030
8395
8760
9125

0.0017|0.0020
0.0011|0.0013
0.0006 | 0.0008
0.0003|0.0004
0.0001 | 0.0002
0.0000] 0.0000

0.0005
0.0003
0.0001
0.0001
0.0000
0.0000

0.0001
0.0000
0.0000
0.0000
0.0000
0.0000

0.0000
0.0000
0.0000
0.0000
0.0000
0.0000

0.0000
0.0000
0.0000
0.0000
0.0000
0.0000

0.0000
0.0000
0.0000
0.0000
0.0000
0.0000

14. Continuance tables for noninstitutional disability days are published in the
Transactions of the Society of Actuaries, Volume XLVII, 1995 under the

article “Long-Term Care Insurance Vauation Methods, Society of Actuaries
Long-Term Care Insurance Vauation Methods Task Force.” The table on the

next page is areplication of “Table 15, Noninstitutional Disability Days by

ADL / Cl Status and Duration from Incurral; ADLSs; 2; Cl: Yes, Sex: Males.”

a. Stateif you use thistable (and the other tables for specified ADL / ClI
statuses, along with the corresponding tables for females) as the

continuance tables in pricing noninstitutional benefits. Do you use another
table from the same publication?

If you use another continuance table, provide a copy of the table that you

use.

c. State how you adjust the factorsin these tables for any pricing calculations.

Be specific.
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Table 15.
Noninstitutional Disability Days by ADL/CI Status and
Duration From Incurral; ADLs; 2; Cl: Yes, Sex: Male

Per centage of Noninstitutional Days beyond Duration
ncurral Age
Duration
(months) 37 42 47 | 52 | 57 | 62 | 67 | 72 | 77 | 82 | 87 92 97 | 102
0 0.37 | 0.32 {041 063|093 |1.28|166|2.04|237|264| 281 | 286 | 2.74 | 2.44
1 0.36 | 0.32 {0.41|062|0.92|1.27|164|2.00|232|257| 270 | 267 | 253 | 2.20
2 0.36 | 0.31 {041|062|0.90|1.25|1.61|1.97 (227|250 259 | 250 | 2.34 | 1.99
3 0.36 | 0.31 {041|061|0.89|1.23|159|193|2.22|243| 249 | 233 | 2.16 | 1.80
4 0.36 | 0.31 {041|061|0.88|1.21|156|1.90|2.17|2.36| 239 | 2.18 | 1.99 | 1.62
5 0.36 | 0.31 {041 |060|0.87|1.20|154|1.86|2.13|2.30| 229 | 2.04 | 1.84 | 1.47
6 0.36 | 0.31 {041|060|0.86|1.18|151|1.83|2.08/2.23| 220 | 191 | 1.70 | 1.32
7 0.36 | 0.31 {0.40|059|0.84|1.16|1.49|1.80(2.04|217| 211 | 1.78 | 1.56 | 1.20
8 0.36 | 0.31 {040|059|0.83|1.15|1.47|1.771.99|2.11| 203 | 1.66 | 1.44 | 1.08
9 0351 031040058082 |113(145|1.74)11.95/2.05| 1.95 | 1.56 | 1.33 | 0.98
10 0.35] 031 ({040|058|0.81|1.11|142|1.71(1.91|2.00| 1.87 | 1.45 | 1.23 | 0.88
11 0.35 | 0.30 {040|057|0.80|1.10|1.40|1.68(1.87|1.94| 1.79 | 1.36 | 1.14 | 0.80
12 0.35 | 0.30 {040|057|0.79|1.08|1.38|1.65|1.83|1.89| 1.72 | 1.27 | 1.05 | 0.72
15 0.35] 0.30 {0.39|055|0.76 | 1.04 | 1.31| 156 |1.71|1.72| 1.51 | 1.03 | 0.81 | 0.52
18 0.34 | 0.30 |0.39(053|0.73|0.99|1.25|1.47|160|1.57| 1.32 | 0.83 | 0.63 | 0.37
21 0.34 | 0.29 {0.38|051|0.700.95|1.19|1.39|1.49|1.44| 1.16 | 0.67 | 0.49 | 0.27
24 0.33 | 0.29 {0.38|049|0.670.91|1.13|1.31|1.40|1.31|] 1.01 | 0.55 | 0.38 | 0.20
27 0.33 | 0.29 {0.38|0.47|0.64 |0.87|1.07|1.24|1.31|1.20| 0.89 | 0.44 | 0.30 | 0.14
30 0.33 | 0.28 [0.37| 046 |0.62 | 0.84|1.02|1.17 |1.22|1.09| 0.78 | 0.36 | 0.23 | 0.10
33 0.32 | 0.28 [ 0.37|0.44|0.59 | 0.80|0.97|1.11|1.14|1.00| 0.68 | 0.29 | 0.18 | 0.07
36 0.32 | 0.28 [ 0.36|0.42|0.57 | 0.77 1092 | 1.05|1.07|0.91| 0.59 | 0.23 | 0.14 | 0.05
48 0.31 | 027 |0.35(0.37|0.47|0.62|0.71|0.78 |0.75/0.58| 0.32 | 0.09 | 0.05 | 0.01
60 0.29 | 0.25 10.33(0.32/0.39|0.51|0.55|0.58 0.53/0.37| 0.17 | 0.04 | 0.02 | 0.00
72 0.28 | 0.24 [ 0.32|0.27]0.32 | 0.41|0.43|0.43]0.37|0.24| 0.09 | 0.01 | 0.01 | 0.00
84 0.27 | 0.23 |0.31[0.24|0.26 | 0.33]0.33|0.32/0.26/0.15| 0.05 | 0.01 | 0.00 | 0.00
96 0.26 | 0.22 | 0.29(0.20|0.22 | 0.27 | 0.26 | 0.24 |10.18|0.10| 0.03 | 0.00 | 0.00 | 0.00
108 0.25| 0.21 |0.28(0.180.18 | 0.22 | 0.20| 0.18 |0.13|0.06| 0.01 | 0.00 | 0.00 | 0.00
120 0.24 | 0.20 | 0.2710.15]/0.15{0.1810.15]|0.13/0.09/0.04| 0.01 | 0.00 | 0.00 [ 0.00

C-31




Solicitation No. OPM-01-RFP-0016

15.

16.

How do you convert your male/female rates to unisex rates for pricing
purposes? For example, do you base the conversion on assumed sales
distribution at each issue age and mortality lapse decrements? If so, state
assumed percentage sales by sex. Do you base the conversion on a weighted
average of male and female rates? If so, state the weights. Etc.

In Table 6, provide the durational selection factors you applied to the
ultimate claim costs to reflect the effect of underwriting. Also, provide the
expected mix by class, to get to aresulting overall set of selection factors by
age. (Note: Do nat incorporate the durational impact of the inflation options
but da incorporate any durational impact of any effect used in pricing, such as
antiselection on lapse, “salvage” — the difference between expected weekly
costs and the weekly maximum, etc. Be explicit about these assumptions).

TABLE 6
Durational Selection Factor
Underwriting Scenarios. (Gl, MGI, or Short Form)*
Issue Age**
Policy Expected Expected Expected
Year** Employee % Spouse % Other % Average
1
2
3
4
5
6
7
8
9
10+

* Repeat this table three times, once for each employee underwriting scenario. Also
provide it for each issue age for which selection assumptions vary.

** Provide as many issue age groupings and durations as necessary.

17.

Fill out Table 7 (repeat it three times, for each employee underwriting
scenario). Calculate all items at the present value (use your pricing interest
rate) over the lifetime of one average enrollee.
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TABLE 7
Present Value Calculations
Lifetime* Present Value
Premiums 100.0%

Total Income Used in Pricing
Claims Incurred
Underwriting Expense
Marketing/I ssue Expense/
Start-up

Claims Expense
Admin/Other Expense
Premium Taxes**

Total Outgo

Pre-Tax Profit Margin

*  Perform calculations to the end of the 1983 GAM Table.
** Also include local taxes, fees and guaranty association assessments, if any.

18. Clarify what portion, and which, of the claim expenses from Table 1 are
included inthe loss ratio in Table 7. Isthe balance of the claims expenses from
Table 1 reflected in the claim expense ratio in Table 7?

19. Provide the issue demographics that you assumed in preparing Table 7.
Provide assumptions by issue age, sex, and risk/underwriting class (employee,
spouse, other) and any other categories, if applicable.

20. Provide your anticipated claims ratio (calculated consistent with Table 7) by
policy year for the first 10 years. Also, provide the expected first 10 policy
years and lifetime loss ratios by issue age for ages 40, 50, 60, 70, & 80.

C. Premium Rates

a. Requirements

1. We expect that premiums proposed for this program will be 15-20% below
comparable premiums in the individual market for single, standard risks. We
believe that this is achievable due to the efficiencies in marketing to alarge
group (in particular, the removal of most or all agent commissions, the ability
to use existing communication avenues, and debit and payroll deduction
payment authorizations).

2. At the sametime, it isimportant that premiums be stable. Asdiscussed in the
next section of this RFP, we are considering various underwriting strategies for
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actively-at-work employees. We are prepared to adjust the final underwriting
methods if necessary to achieve the proper balance between premium levels
and stahility.

Questions

1.

Do you agree to each of the requirements outlined above? If you are unable
or unwilling to comply in full with any of the requirements outlined above,
explain any limitations or reservations or best practices. Discuss your proposed
alternative in detail and its impact on premiums.

In Tables 8A and 8B, provide premium rates for the FLTCIP as outlined in
this document for two separate underwriting scenarios for active employees:
modified guaranteed issue, and short-form underwriting (as defined in the
Underwriting section). For each scenario, for pricing purposes, assume short
form underwriting for actively-at-work spouses and full underwriting for al
other non-employee, non-spouse groups. If the rates for policies that have
$1,000 or $1,500 per week (for example) are not simple multiples of
$700/week rates, provide separate tables for them.

Proposed Federal Long Term Care Insurance Program Rates

TABLE 8A

Monthly Rate Per Insured
$700/week Nursing Home and ALF
and $700/week Home Car e Benefit*

M odified Guaranteed Issue

Benefit Option: 90-Day
Elimination Period
3-Year (1,095 day) Benefit

Period

Benefit Option: 90-Day
Elimination Period
5-Year (1,825 day) Benefit
Period

Benefit Option: 90-Day
Elimination Period
Unlimited Benefit

Period

| ssue
Age

Future
Purchase
Increase

Compound
Increase

Future
Purchase
Option

Compound
Increase

Future
Purchase
Option

Compound
Increase

30
35
40
45
50
55
60
65
70
75
80

*  The home care benefits are reimbursed at a maximum of $350 per week if the care
coordinator is not used.
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TABLE 8B
Proposed Federal Long Term Care Insurance Program Rates

Monthly Rate Per Insured
$700/week Nursing Home and ALF
and $700/week Home Car e Benefit*

Short-Form Underwriting

Benefit Option: 90-Day
Elimination Period
3-Year (1,095 day) Benefit

Period

Benefit Option: 90-Day
Elimination Period
5-Year (1,825 day) Benefit

Period

Benefit Option: 90-Day
Elimination Period
Unlimited Benefit

Period

| ssue
Age

Future
Purchase
Increase

Compound
Increase

Future
Purchase
Option

Compound
Increase

Future
Purchase
Option

Compound
Increase

30
35
40
45
50
55
60
65
70
75
80

*  The home care benefits are reimbursed at a maximum of $350 per week if the care
coordinator is not used.

3. Provide estimates of the overall effect on premium of the following
alternatives:

a 30-day elimination period plan

the use of short form underwriting for annuitants

the use of guaranteed issue underwriting for actively-at-work employees

Y ou do not need to provide additional tables for these alternatives, just an
estimate of the effect on the rates and data that supports your estimate.

4. Provide estimates of the overall effect on premiums of the following plan
features:

a. Walver of premium after assessment by care coordinator, rather than at the

end of the waiting period;
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b. Non-standard coverage for declined actives or their spouses;
c. Weekly benefit maximum instead of daily;

d. Home care at 100% with use of care coordinator (state your assumed
utilization of 100% benefit vs. the 50% benefit).

D. Statutory Reserves

a. Requirement

1

We anticipate that companies will establish and maintain reservesthat are in
keeping with statutory accounting standards required by their states of domicile,
and in accordance with actuarial standards of practice.

b. Quedions

1

Do you agree to the requirement outlined above? If you are unable or unwilling to
comply in full, explain any limitations or reservations or best practices. Discuss
your proposed alternative in detail and itsimpact on premiums.

State separately the basis (morbidity/mortality, interest, lapse, and selection
assumptions) and the method assumed for determining active life reserves, disabled
life reserves, and incurred but not reported (IBNR) reserves, for the base plan and
any options. Specify how these assumptions vary from those used in pricing.

Describe your guidelines for the investment strategy for assets supporting long
term care reserves. Specifically, what mix of fixed income and equity investments
do you anticipate? Provide further characteristics of the fixed income and equity
investments, i.e., quality and duration of bonds, whether large, mid-cap or small
stocks, and whether actively or passively managed portfolio.

4. What Risk Based Capital level will you be holding on this block of business?
5. Provide the risk charges and investment fees per annum for the assets supporting

the long term care reserves.

E. Experience Fund Maintenance

a. Requirements

1.

2.

The Contractor must account for the experience of the FLTCIP separately from
that of its other accounts and to account for a FLTCIP Experience Fund.

Annually, the Contractor must calculate the amount in the FLTCIP Experience
Fund asfollows: (1) cumulative premiums paid, (2) plus cumulative investment
income (3) minus cumulative actual paid claims, (4) minus cumulative taxes paid,
(5) minus profit as priced in year one and as determined by the agreed-upon profit
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formula thereafter, as discussed in the Profit section, (6) minusfirst year and
renewal expenses either as priced or actual, whichever isless.

In the above formula, the Contractor must:

a

Credit to the Experience Fund the actual total net income for assetsin the
separately-identifiable FLTCIP account.

Calculate the “as priced” expenses as proposed in Tables 1 and 2, with
adjustments made to average expense factorsto reflect actual distributions (by
age, risk class, etc.) and participation rate (as discussed in your answer to
question B.4 in the section on Actuarial Assumptions and Loss Ratios). In
calculating the Experience Fund, use the “as priced” amounts, or actual
amounts, whichever isless.

Assume that profit margins are equal to the lifetime pre-tax profit margin
disclosed in Table 7, applied to cumulative premiums. [If a portion of any
year’s profit margin has been forfeited due to performance-based evaluations (as
described in the Profit section), you must subtract the forfeited portion of the
profit margin from Table 7 multiplied by that year’s premiums from cumulative
profit margins for this formula]

Questions

1.

2.

3.

Do you agree to each of the requirements outlined above? If you are unable or
unwilling to comply in full with any of the requirements outlined above, explain
any limitations or reservations or best practices. Discuss your proposed
alternative in detail and its impact on premiums.

As aso discussed in question 4 in the section on Actuarial Assumptions and
Loss Ratios, expenses may be significantly lower per enrollee than expected
due to high enrollment. Propose a method to charge less against the
Experience Fund due to the expense savings.

Would you suggest that the profit margin in the formula be anything other than
the pre-tax margin from Table 7? If yes, what would you propose?

F. Contract Termination

a. Requirements

1.

2.

If the contract terminates at the end of seven years, or at some other point in time,
the current Contractor must transfer the Experience Fund (reduced by: incurred
but not reported claims, any other reserves for claims remaining with the current
Contractor, and agreed-upon termination fees), calculated as of the date of
termination, to the new Contractor.

In making this transfer:
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a. The Contractor will provide estimates of reserves and assets at least 45 days
prior to the termination date.

b. The Contractor will give OPM the final calculation of reserves and assets
within 30 days after the termination date.

c. Ninety (90) days after the termination date, the Contractor must transfer all
reserves and assets to the new Contractor.

d. The Contractor shall borne expenses to calculate and transfer assets and
shall not deduct those expenses from the transferable amount.

e. Any incurred but not reported (IBNR) reserve withheld that is not
ultimately needed will be transferred to the new Contractor one year after
termination, with interest.

b. Questions

1

Do you agree to each of the requirements outlined above? If you are unable
or unwilling to comply in full with any of the requirements outlined above,
explain any limitations or reservations or best practices. Discuss your proposed
alternative in detail and its impact on premiums.

If the contract is terminated, will you transfer cash or actual assets? Will
you require amarket value adjustment? If yes, submit a detailed explanation of
how the adjustment is to be calculated.

Indicate whether you are willing to offer a book value of assets transfer as
an aternate to a market value transfer (adjustment), giving the FLTCIP the
choice of which approach will be put into the contract. If you are willing to
offer abook value transfer, submit a detailed explanation as to the period over
which the transfer would take place, the methodology employed, e.g., equa
amounts, declining balance, etc., and how you determine the interest to be
credited to funds retained during the transfer period.

Do you propose that any fees be assessed against the FLTCI P assets for
termination of the master policy? If yes, what do you propose? Be specific.

G. Contract Renewal

a. Requirement
1. The Contractor will monitor the FLTCIP experience and propose arate revision
whenever experience indicates that a change may be needed.

b. Quedions
1. Do you agree to the requirement outlined above? If you are unable or unwilling to
comply in full with the requirement outlined above, explain any limitations or
reservations or best practices. Discuss your proposed alternative in detail and its
impact on premiums.
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2.

H. Profit

What renewal rating methodology will you use for the account? Provide the
formula that will be used to determine potential rate adjustments in the future.
| dentify to what extent actual investment performance of the underlying assets,
actual expenses, actual claims, etc., affect the results.

How will you determine the level of credibility that will be assigned to the
FLTCIP s own experience for prospective rate making purposes? Describe how
credibility will vary based on time, persistency, life years exposed and other
factors.

Under what circumstances would you consider rate changes for the group as a
whole? For new issues only? For an age, underwriting, or other sub-group as a
whole?

a.  What would be the basis of arate increase?

b. If experienceisfavorable, what options for benefit enhancement or rate
reductions will be made available, and when?

c. Explain what separate classes you envision for possible rate changes. Do you
reguire the right to redefine such classes or further segment classesin the
future? We do not contemplate geographically based rates.

a. Requirements

1

The Contractor will propose a profit amount at the beginning of each contract term
expressed as a percentage of premiums.

. Some of the profit will be at risk to the Contractor and will be performance-based,

based on a negotiated formula. The Contractor may propose a portion that is not at
risk.

3. The Contractor will provide reports to evaluate the items in the negotiated formula.
b. Quedions
1. Do you agree to each of the requirements outlined above? If you are unable or

2.

unwilling to comply in full with any of the requirements outlined above, explain
any limitations or reservations or best practices. Discuss your proposed alternative
in detail and its impact on premiums.

Completeitems 1 and 2 in Table 9.

C-39



Solicitation No. OPM-01-RFP-0016

TABLE9
Proposed Annual Profit
1. Proposed Profit percent of premium
2. Proposed
Per centage of
the Total Profit
FACTOR CONSIDERATIONS Shown in #1
Guaranteed Amount (not | Note:  No profit is availdble if premiums are not
at risk) sufficient to cover claims and expenses.

Actual vs. Expected Based on success (or failure) in meeting goals for
Enrollment Experience | enrollment, adjusted for actual demographics and
based on premium setting assumptions.

Actual vs. Expected Based on success (or failure) in meeting goals for
Claims Experience expected claims, adjusted for actual demographics
and based on premium setting assumptions. The
objective is to achieve premium stability and
underwriting goals.

Administrative Expense | Were the actual administrative expenses less than
Savings expected?

Return on Investment Did the ROl meet or exceed the negotiated
benchmarks?

Customer Service Goals | Did the Contractor meet or exceed the customer
service goals stated in the contract?

Responsiveness to Was the Contractor responsive in areas such as:
OPM e Resolving problems quickly?

e Keeping product current?

e Keeping prices reasonable?

e Monitoring and reporting on industry trends?

TOTAL 100%

3. Isthe profit (as a percentage of premium) you proposed in Table 9 the same as the
profit percentage assumption you presented in Table 7? If not, explain.

4. Would you propose different factors and/or considerations for Table 9?

5. Do you propose any other source of profit (such as afee for investment services),
in addition to what is presented in (or you propose for) Table 97 If so, explain.
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6. What reports do you propose to provide us to evaluate your performance in the
areas indicated in the table? What published indices or other benchmarks would
you reference?

7. Areyou willing to guarantee arate of return to the FLTCIP? Note that any
guaranteed rate would be effective only if the contract terminates.

a If you are willing to guarantee arate, what isit and what are the terms and
costs of your guarantee?

b. What would be the impact on your investment income assumption and on
premiums, if any?
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V. Underwriting

A. Reguirements
1. Weare asking Contractors to submit premiums under the following underwriting
guidelines:

a

Active employees and members of the uniformed services will be subject to
abbreviated underwriting, which may take the form of modified guaranteed
issue, or short form. However, we are also asking for the effect on premiums
of a guaranteed issue offering to employees. See the section on Premium
Rates in the Financial section. Contractors must submit premium estimates
under al bases.

By statute, spouses are to be treated “as nearly as practicable” as active
employees and members of uniformed services for underwriting purposes. To
enable this under guaranteed issue and modified guaranteed issue, the
Contractor can require spouses to demonstrate “ actively-at-work” or
equivalent status, or may require them to answer short form questions as
assumed for pricing purposes. The Contractor will propose how to handle this
for spouses.

Active employees and members of the uniformed services or their spouses who
do not satisfy abbreviated underwriting may be asked to furnish additional
information to determine if () they are insurable, and if yes, (b) whether
standard or atype of nonstandard insurance coverage can be offered. If they
are not insurable, the Contractor may propose offering a non-insurance
product.

We anticipate that all other covered groups will be subject to full (long-form)
underwriting. However, we are also asking for the impact on premiums of
using short form underwriting for annuitants. See the section on Premium
Rates in the Financial section of the Statement of Work.

The Federal Government employs a high percentage of persons with self-
reported disabilities (about 7% of the workforce). They will apply for
coverage in the same manner as persons without disabilities. They will not be
identifiable to the Contractor from data provided by OPM.

Even if the underwriting for employees is not guaranteed issue, we still intend
for the FLTCIP to cover as many people as possible. The underwriting
structure will then need to support the issuance of both standard and non-
standard coverages, at least for active workers/spouses and preferably for
other groups aswell. Thus, we expect that the FLTCIP may have more than
onerating class. The Product Design section contains more information on
this aspect of the FLTCIP.
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2.

3.

4,

Premiums may vary based on age and rating class but not €eligibility class (i.e.,
active vs. retiree, etc.). However, with OPM’s approval, underwriting standards
can differ for different eigibility classes.

We expect alarge number of applications (anywhere from 500,000 to 1,000,000)
during the initial enrollment period. Y ou must maintain underwriting standards
during that period with no shortcuts.

A number of potentia enrollees live or work outside of the United States. We
intend for these people to be covered inthe FLTCIP. Y ou must propose a
strategy to underwrite them.

The following underwriting questions will form the basis for your premium
proposals. Note that we told you to assume short form underwriting for spouses
in the Financial section to assure consistent pricing. Thisis different. We are
asking for your proposal on how to handle the underwriting for spouses.

ified C | ]

o Do you certify that you have been actively-at-work (not in aleave status)
for at least 50% of your scheduled tour of duty during your last pay period?

. Do you currently need or receive help with any of these activities: bathing,
eating, dressing, toileting, continence, or transferring from bed to chair, (i.e.,
the six activities of daily living?)

. Under this option, spouses will be asked for some additional information as
a substitute for not being actively at work for the Government. (The
Contractor must propose this.)

Short Form:

The preceding questions, plus:

e Do you currently use mechanical devices such as a wheelchair, walker,
crutches, hospital bed, dialysis machine, oxygen, or stair lift?

e Have you been diagnosed with or had symptoms of Alzheimer's disease,
dementia, organic brain syndrome, multiple sclerosis, muscular dystrophy,
ALS, or Parkinson's disease?

e Have you been diagnosed with or treated by a member of the medical
profession for AIDS or AIDS related complex?

e Have you been diagnosed with an ongoing mental or nervous disorder,
whether organic or inorganic?

B. Quedstions

1. Do you agree to each of the requirements outlined above? If you are unable or
unwilling to comply in full with any of the requirements outlined above, explain any
limitations or reservations or best practices. Discuss your proposed alternative in detail
and itsimpact on premiums.
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2. Provide your typical field underwriting manual and describe any changes you propose
for our fully underwritten groups. Include a copy of the application questionnaire you
propose to use for our fully underwritten group.

3. What medical conditions would cause an automatic denial? What would you expect
the percentage of denials to be for each underwriting method? What is the percentage
of denials in your largest group cases, by underwriting method?

4, Specify the conditions (e.g., age, employment status, response to specific
questions, etc.,) when you would use medical records, telephone verification, face-to-
face, and physical examinations? Who will do phone interviews? Who will do face-to-
face interviews? How will you handle applicants outside the United States?

5. Would you recommend any changes to the modified guaranteed issue and/or short
form questions to be asked? If so, what and why?
6. Actively-at-work employees will not be subject to full underwriting. Under what

circumstances could a spouse be underwritten exactly the same way as an active
worker? Include additional questions you propose for spouses, if any, under each of
the three underwriting possibilities for actively-at-work employees, and how your
proposal will affect the price you quoted in the Financial section (where we told you to
assume short form underwriting for spouses.) Provide a copy of this question and
your answer(s) in your separately bound Financial section.

7. How will you handle applicants who have been diagnosed with a mental and
nervous condition, given that they will be identified if the short form underwriting
processis used? What additional information will you seek from them? Specify
different decisions based on diagnosis.

8. Given the size of this program, underwriting al of the initial applicants by October
1, 2002, may not be possible. Present your detailed underwriting plan and workflow
that complements your marketing and enrollment plans presented in the section on
Education, Marketing and Enrollment. How many entities and full-time equivalents
(FTEs) will you assign to this effort? What would be their roles and credentials?
What mechanisms will you use to assure consistent determinations?

0. What underwriting role, if any, would enrollers perform? What underwriting
support would technology provide?

10. Provide specific details about all aspects of your contingency plan for system
overload on underwriting applications, from both a technology and a staff sufficiency
basis.

11.  What isthe largest number of short-form underwritten applications you have
handled during one campaign? How long did it take to handle all of them? What was
the average turn-around time per application? What isthe largest number of fully
underwritten applications you have handled during one campaign? How long did it
take to handle all of them? What was the average turn-around time per application?

12.  What performance standards and guarantees do you propose to apply to the
FLTCIP to ensure timely and accurate execution of the underwriting effort?
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13. Under what circumstances do you customarily offer provisional coverage while
processing applications? What do you propose for FLTCIP?

14.  What isyour recommended review/appeal process for denied applications?
15. What maximum issue age do you proposg, if any, and why?

16. Do you have any concerns about self-certification of inclusion in an eligible class
(e.g., | certify that | am an adult child of a Federal employee. Or, | certify that | ama
Federal employee and am actively-at-work, etc.) ? Do you propose any other
approaches ? If pertinent, distinguish between the groups eligible for abbreviated
underwriting (actives and spouses) vs. all others.
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VI. Reporting Requirements

A. Reguirements

1

The Contractor will furnish reports that OPM determines to be necessary to assess
the success of the FLTCIP.

The Contractor will permit OPM and the General Accounting Office (GAO) to
examine its records to the extent necessary for OPM and GAO to carry out their
functions and responsibilities.

OPM intends to use these reports for a variety of purposes, but also to determine if
the Contractor has met the goals for purposes of profit negotiation.

The Contractor cannot use any FLTCIP data (including enrollees addresses) for
any reason other than the FLTCIP without OPM's explicit written approval.

B. Quedstions

Do you agree to each of the requirements outlined above? If you are unable or
unwilling to comply in full with any of the requirements outlined above, explain any
limitations or reservations or best practices. Discuss your proposed alternative in
detail.

What reports do you propose for OPM oversight of:
a. Plan performance/customer service?
b. Actual versus expected experience?
c. Financial goals?
d. Enrollment issues?

Describe and provide examples of reports you have produced for large group
clients for which you administer long term care insurance contracts, including
frequency and type of information.

Do you report the group specific experience separately? If not, explain why.

Will you offer electronic transmission of reports and/or on-line access for the
FLTCIP? Discuss and provide examples.
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VII.

Administration and Systems

A. Reguirements

1

The Contractor is responsible for all initial and future enrollment activities
for eligible persons, and for later entrants.

The Contractor must provide for payroll deduction, retirement plan
deductions and automatic debit methods of premium payment.

The Contractor must interface with approximately 175 federal payroll
officesin awide variety of formats. OPM will attempt to achieve, but cannot
guarantee, format or media standardization.

The Contractor must perform the work necessary to handle enrollment via
the Internet, interactive voice response (IVR) systems, and so forth, in addition
to paper applications.

The Contractor must provide basic administrative training and materials to
OPM and agency staffs, as required.

The Contractor must maintain the security and confidentiality of all files.
The contractor must meet all HIPAA privacy and confidentiality rules.

Employees and annuitants may authorize payroll/annuity deductions for
their qualified relatives (whether the employee/annuitant also enrolls or not).

B. Quedtions

1.

Do you agree to each of the requirements specified above? If you are
unable or unwilling to comply in full with any of the requirements outlined
above, explain any limitations or reservations or best practices. Discuss your
proposed alternative in detail.

We are willing to specify that premium payments must be via payroll or
annuity deduction or via debit authorization and that paper transactions be
limited to exceptional circumstances.

a. Do you think thisis agood idea? Why or why not?

b. If you propose direct billing (via paper), which insured individuals will you
direct-hill? Provide a detailed description of all billing procedures,
frequencies, loadings and requirements. Can enrollees choose the
frequency of payment?

¢. What information will you require from the agencies at the time they remit
the payroll-deducted premium to you?

d. How do you resolve missing payroll/annuity deductions for enrollees who
did not receive pay or annuity for a given period (e.g., they were on unpaid
leave, in termination status, etc.) or whose pay or annuity was insufficient?
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e. Describe your processes (by category of payment) for handling overdue
premiums.

f. How do you propose handling premium lapses? Describe for each type of
payment, including people outside the U.S.

g. How do you propose handling reinstatement policies?

3. How many different payroll systems have you worked with smultaneously?
Provide references from firms with the various systems you have worked with
in the past.

4. How and when will you collect initial premiums when someone enrolls?

Detail this for each type of enrollment, i.e., paper, Internet, IVR, etc.

5. Explain, in detail, how you will set up Internet, IVR, and any other systems
you will employ.

Describe your system security measures.

Describe your system backup and disaster recovery procedures for your
long term care systems.

8. How do you handle enrollment when an electronic signature process is
used?
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VIII.

Customer Service

A.

Requirements

1. We expect first rate customer service.

The Contractor must conduct the open enrollment process in a manner that
permits some applicants to be enrolled with effective dates beginning on
October 1, 2002, for retirees and the first pay period in October 2002 for
employees.

We reserve the right to review and approve information on the Contractor’s
website for FLTCIP education, customer service, and enrollment.

. Quedions

Do you agree to each of the requirements outlined above? If you are unable or
unwilling to comply in full with any of the requirements outlined above, explain
any limitations or reservations or best practices. Discuss your proposed
aternative in detail.

What standards will you guarantee in the initial enrollment AND on an ongoing
basis in the following areas:

a. Telephone
i. Hours/day that toll-free service is available
ii. Days/week that toll-free service is available
ii. Average hold times:
(8 For IVR responses
(b) For accessto alive service representative on request
iv. Call abandonment rate
v. Blockagerate
b. Written Inquiries (not email)
i. __ % answered within__ daysfrom receipt
il. 100% answered within __ days from receipt
iii. __ daysfrom receipt of incoming to answer, on average
c. Email Inquiries
i. __ % answered within__ daysfrom receipt
ii. 100% answered within ___ days from receipt
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10.

11.

12.

iii. __ daysfrom receipt of incoming to answer, on average
d. Web site server capacity

What mechanisms will you have in place to monitor the performance of your
customer service unit, including the quality of customer services? Do these
mechanisms exist today? Provide copies of the monitoring reports you will
giveto the FLTCIP.

Customer Service Staff:

a. Distinguish between any tiers (or other specialization) of representatives as
well as between initial enrollment and ongoing support in responding to all
aspects of this question.

b. What isthe minimum level of education/training/experience that the
customer service staff devoted to the FLTCIP will possess?

c. How many of your current staff that possesses this background will you
devote to the FLTCIP (by tier if applicable)?

d. How many additional staff will you need?

e. What isyour plan, including training, and timetable for building the
incremental customer service capacity, if any, that you identified?

Describe in detail how your FLTCIP customer service organization will
handle care coordinator referral services.

Provide an organizational diagram of the home office departments that will
have customer service responsibility for the FLTCIP. If known, in each
department box include the name, title and geographic location of the most
senior department manager. Describe how the interface with OPM will
operate.

Provide a separate organizational diagram of any regional or local
customer service network that would support the FLTCIP. If known, include
the same managerial information requested above. Describe how the interface
with OPM will operate.

How will you handle phone service for foreign-speaking persons (list
languages) and the hearing-impaired?

Do you have an on-line claims processing system for tracking claims for
your customer service center? Describe its use.

Will eligibility and plan provision information be available to customer
service/claims processors on an “on-line” basis? Describe its use.

What processes do you use to deal with customer dissatisfaction? Describe
in detail.

Describe the methodology used in evaluating your effectivenessin servicing
your customers. Provide copies of any survey instruments and the reports you
will furnish to OPM.
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IX. Claims Administration

A. Reguirements

1.

The Contractor must:

Develop a standard ADL assessment form to determine whether a claimant
cannot perform the ADLSs established for the FLTCIP, or is severely
cognitively impaired.

Develop claims forms and explanation of benefits forms for review and
approva by OPM.

c. Administer appropriate Coordination of Benefits provisions.

d. Coordinate with attending physicians and care coordinators to develop the

medical data necessary to substantiate a claim for benefits.

Establish quality assurance guidelines and audit procedures for independent
vendors contracted with the program.

Care coordinators will be an integral part of the FLTCIP. Enrollees (both

insured and those receiving nonstandard coverage or care coordinator services
only) will utilize the services of care coordinators in a variety of ways. The
Contractor must establish and maintain a care coordination infrastructure to
perform the following claims related services:

a

Assess the enrollee’ sinability to perform ADLSs or the presence of severe
cognitive impairment.

Develop the overall plan of care.
Monitor individualized reassessments of ADLs initially certified to

determine continued eligibility for benefits, the quality of services received,
and if the plan of care should be changed in any way. .

Develop procedures for care coordinatorsto follow in recommending a
plan of alternate care to the Contractor.

Coordinate and manage the delivery of formal and informal home care
when requested by the enrollee and/or legal representative.

Provide long term care referral services for all (not necessarily insured)
qualified relatives of insured employees.

Assist in locating suitable facility care and negotiating discount
arrangements. Services provided to non-insureds will be at cost or without
cost.

B. Quedstions

Do you agree to each of the requirements outlined above? If you are unable

or unwilling to comply in full with any of the requirements outlined above,
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explain any limitations or reservations or best practices. Discuss your
proposed alternative in detail.

2. Describe how you currently use care coordinator services and what you
propose for the FLTCIP. For example, do you use care coordinators to
identify, assess and certify ADL qualification, develop plans of care, and select
and approve delivery of services by a specific service provider? Arethey also
included in your internal claim management process? Specifically address the
following:

a. What are the components of your claims process? What standard long
term care claim assessment tools, if any, do you use in the claim
adjudication process? Provide examples.

b. Are care coordination services performed by care coordinators employed
by your organization or by an independent contractor? If services are
provided by your employees, are these employees part of along term care
insurance service department or are they part of a multi-insurance service
department within your organization?

c. What are the qualifications for the care coordinators you will use for the
FLTCIP, in terms of education, licensure, and training? Are they nurses or
other professionals?

d. Can the enrollee change care coordinators? What is the process?

e. Recognizing that the care coordination we envision may be at alevel
different from what is currently provided in the market, how many care
coordinators do you estimate needing? How many do you have now? Do
you have contract relationships with other companies to provide additional
servicesif your current staff is not sufficient? If not, what is your plan and
timetable to get to the level needed for the FLTCIP, including establishing
capacities areas not currently serviced, such as U.S. territories and foreign
nations?

3. Describe in detail your current quality assurance program for claim payments,
claim processing, reconciliation of claims and care coordination services,
including performance standards, rating methods, rating levels, consequences
for substandard performance, performance improvement procedures, accuracy
rates, etc.

4. Have you established discount arrangements for medical/health products and
services with service providers? If yes, briefly describe the scope of these
arrangements as to type of service, typical discounts from per diems or
hourly/case rates, and availability in both large and small population centers.
Given the size of the FLTCIP, what additional discounts would you envision?

How do enrollees learn of the discounts?

5. Describe your claims administration process, following the long term care
claim cycle from the onset (i.e., enrollee experiences inability to perform two
ADLYS) of the need for care until such need isterminated. Include a
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6.

10.

11.

12.

description of the role and responsihilities of your care coordinators during
the claims approval process. How do you verify bills for accuracy?

Which types of claims management services do you propose to subcontract
and why? Include a separate list of proposed subcontractors that will provide
such services. What is your quality assurance policy regarding subcontractors,
and who in your organization is accountable for it?

What was your average claim turnaround time in working days for “clean”
long term care claims in each of the last three years?

How many long term care claims for benefits did you receive in each of the last
three years?

a. What percent of claims submitted resulted in benefit payments for
institutional care?

b. For home care?
c. What was the average home care claim amount?

d. How many did you deny in full? Provide the top three causes for these
denials.

Describe the frequency of and process for reassessment to ensure proper
payment of ongoing claims.

a. How do you resolve disputes involving denied claims or the amount of
reimbursement?

b. If the processes differ for the insurer and the care coordinator, explain
how.

Do you have an internal and/or external appeal process?

d. What percent and number of claims went through the appeal process and
what were the outcomes for the last three years?

Describe your process for correcting claims errors. How do you collect claims
overpayments?

How do you handle claims for eligible enrollees in foreign countries and the
U.S. territories?

a.  Arereimbursable services limited? How so?

b. What are your plans and timetable, if any, for expanding the number of
countries from which you will accept claims?

What is your capacity for processing requests for determination of an ADL
dependency or cognitive impairment for the FLTCIP?

a. How many do you propose processing within 10 calendar days of receipt?
b. How many within 30 calendar days?
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13. What is your capacity for processing claims for the FLTCIP?
a. How many do you propose processing within 10 calendar days?
b. How many within 30 calendar days?

14. What requirements, if any, will you place on informal and family caregiversto
ensure quality, prevent abuse, and control for over-utilization?

15.  Will you provide a claims processing unit dedicated to the FLTCIP?
If yes, when will it be fully functional?
b. If not adedicated unit at first, how will you structure it?

c. How will you handle overflow or claims volume beyond your expectations?
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X. Education, Marketing and Enrollment

A.

1.

Requirements

The Contractor shall be responsible for, and provide a detailed plan for, all
initial and future enrollments for eligible persons, as well as any subsequent
enrollment activities for future entrants. The focus will be on those eligible
populations that can be easily identified and contacted (i.e., employees and
annuitants). The Contractor will provide a date certain for the start of the first
open enrollment period and a suggested ending date for the first FLTCIP open
enrollment campaign. The Contractor will provide all communication and
enrollment materials. OPM reserves the right to review and approve all
literature, materials, forms, presentations, etc.

The Contractor will commit to providing web-based educationa material,
including the ability for individuals to model product configurations and
calculate their premium. We reserve the right to review and approve
information on the Contractor’s website for FLTCIP education, customer
service, and enrollment.

The Act requires that applicants receive information necessary to evaluate the

advantages and disadvantages of obtaining long term care insurance under the

FLTCIP. The Contractor must provide the following information as part of an
educational campaign and/or part of product specific marketing materials:

a. The principal long-term care benefits and coverage available under the
FLTCIP, and how those benefits and coverage compare to the range of
long-term care benefits and coverage otherwise generaly available.

b. Representative examples of the cost of long-term care, and the sufficiency
of the benefits available under FLTCIP plan relative to those costs. The
information shall also include:

(i) the projected effect of inflation on the value of those benefits; and

(i) acomparison of the inflation-adjusted value of those benefits to the
projected future costs of long-term care.

c. Any rights enrollees may have to cancel coverage, and to receive atota or
partia refund of premiums. The information shall also include:

(i) theprojected number or percentage of individuals likely to fail to
maintain their coverage (determined based on lapse rates experienced
under similar group long-term care insurance programs and, when
available, the FLTCIP); and

(i) asummary description of how and when premiums for long-term
care insurance under the FLTCIP may be raised; and
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(i) the premium history during the last 10 years for each qualified
Contractor offering long-term care insurance under FLTCIP; and

(iv)  if cost increases are anticipated, the projected premiums for a
typical enrollee at various ages.

d. The advantages and disadvantages of long-term care insurance in general,
relative to other means of accumulating or otherwise acquiring the assets
that may be needed to meet the costs of long-term care, such as through
tax-qualified retirement programs or other investment vehicles.

4. The Contractor must provide information about the availability of the FLTCIP
to all employees (viatheir agencies) and all annuitants (to their
correspondence addresses). However, the Contractor can segment the groups
(with our approval) and send somewhat different material to some groups vs.
others.

5. The FLTCIP will include many options. The Contractor will devise a simplified
way to present the options so that applicants will understand the product and
be able to make appropriate decisions and will not be overwhelmed by the
choices available to them. We contemplate that applicants will receive
illustrations including “low”, “medium” and “high” weekly maximum benefit
offerings. The Contractor could provide other options upon an applicant’s
request.

6. The Contractor must have extensive experience with Web based and 1VR type
enrollment and communications. The Contractor must host and operate a
specific web site (or sites) for the FLTCIP.

7. The FLTCIP must be effective by October 1, 2002. While thereisno
reguirement to solicit enrollments with an October 1, 2002 effective date,
individuals who request coverage effective with the first pay period in October
2002 must have a reasonable opportunity to acquire such coverage. OPM will
work with the Contractor to accomplish this.

8. The Contractor must read Appendix C, Communications Vehicles, and
propose the best use of these vehicles.

B. Quedstions

1. Do you agree to each of the requirements outlined above? If you are unable
or unwilling to comply in full with any of the requirements outlined above,
explain any limitations or reservations or best practices. Discuss your
proposed alternative in detail.

2. Present and explain in detail your education/marketing plan for the initial
enrollment, including any differences or variations that you would propose for
the different eligible populations and/or different segments within any
population(s).
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Would you separate the educational and marketing aspects? Be explicit
about assumptions concerning OPM and agency support for such things as
employee meetings, satellite downlinks, etc.

Provide specific reasons and experiences to support your recommended
approach. Include atimeline of critical events.

Provide examples of the kinds of materials you propose, including flyers,
web sites, fulfillment kits, videos, etc.

Who and what organization would lead this effort?

How do you propose using the various communications vehicles described
in Appendix C of this Statement of Work?

NOTE - OPM will consider enrollment strategy proposals that would stagger the open
enrollment periods across the country geographically or in some other manner. We think
that at least 60 days would be required for each of the open periods. To meet the statutory
timeline, you must have the capacity to enroll individuals who desire coverage as early as
October 1, 2002. While this capacity does not need to be widely publicized before the
scheduled open enrollment periods, you should plan on its existence being reported in the
press and retirement journals.

3. Describe in detail and flowchart your plan for conducting the open enroliment
process through receipt of the first premium payment in a manner that permits
applicants to be enrolled by October 1, 2002 while keeping the overall process
manageable and cost effective. Include a timeline for major events throughout
the period you propose. Your plan should include the expected dates and
volumes for mass mailings, expected phone volumes, I VR rates, Web hits, etc.

a

Repesat pertinent information you provided in response to questionsin the
Underwriting section, so that each section can stand aone.

If your plan involves a staggered approach, describe it and how you will
handle requests for exceptions (early enrollments).

Provide the number of enrollment requests you expect to receive and
process every two weeks during the period covered by your plan at each
stage of your processing flow.

| dentify the role and relationship of any entities that are significant to your
plan.

Detail your plan for greater than expected receipts and your absolute
maximum processing capacities at each stage of the process you are
proposing.

There are probably a fair number of individuals who will want to apply for

coverage as soon as the details of the plan and premiums are known. For
purposes of this question, assume that there are no outstanding questions or
issues relating to plan provisions, underwriting, or premiums by the end of
December 2001.
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a. What actions would you recommend immediately following closure on
rates and benefits for the FLTCIP?

b. Separate and apart from your FLTCIP education/marketing/enrollment
plan, what is the earliest date that you could begin to accept FLTCIP
enrollment applications from individuals who have determined that they
want to apply for coverage? Assume that such individuals would be
required to use debit authorizations, avoiding the need to establish payroll
office interfaces.

5. There is another possible approach, combined with or separate from #4
above. Thereisasignificant interest among individuals eligible for the FLTCIP
in acquiring LTCI coverage (but not necessarily FLTCIP coverage) as soon as
possible to avoid premium increases due to age and to provide transitional
coverage. We're thinking that the Contractor(s) we select in/about October
2001 could issue individual or perhaps group (non-FLTCIP) policiesto
members of the eligible FLTCIP “Federal family”. The issuance of such
policies would provide the following advantages to policyholders at the time
the FLTCIP becomes available:

e The policyholder would have a guaranteed option (but not be required) to
buy comparable FLTCIP coverage at the age that they bought the non-
FLTCIP policy, without additional underwriting.

e They would smply lapse the non-FLTCIP policy. No reserves would
change hands, and no policies would be transferred.

¢ Individuals desiring more coverage than in their non-FLTCIP policy and
those in a claim status would have to meet FLTCIP underwriting
standards.

We could also set a date when the non-FLTCIP policies could be issued — it
could be handled retroactively, perhaps as early as September 2000 when the
Long-Term Care Security Act became law.

a. What are your thoughts on this idea?
b. How would you structure it? Be specific.

6. Describe your experience with your two most successful approachesin
conducting enrollment campaigns for groups similar to the FLTCIP
(geographically diverse, multi-employer, or public employee groups). Include
your timeline for the total campaign, the eligible population(s), the number of
policies issued, etc.

7. Similarly, describe your two least effective campaigns and the lessons
learned.

8. Describe, in detail, how the campaign you propose for the FLTCIP differs
from your typical enrollment campaign and why. Provide references for
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organizations you've worked with as similar as possibleto the FLTCIP in size
or intype.

0. What do you consider to be the magjor marketing challengesin the
education/ communication/marketing of the FLTCIP? What approaches do you
propose to overcome these obstacles?

10. Do you intend to use individual agents, sales representatives, or othersto
meet with prospective enrollees on an individual basis? On a group basis? If
S0, detail their number, role, training and experience, and the controls that you
will exercise to ensure that they represent the FLTCIP appropriately and
consistently. How will you compensate them? Will they be dedicated to the
OPM business? If not, how will you address any potential conflict of interest
issues? Show their organizational placement.

11.  How would you decide that the initial roll-out was in serious trouble of
reaching its goals and what actions would you take?

12.  Detail your web-based or online capabilities. Do you have all of themin
place now or are they in planning? Provide examples, URLSs, and references.

13. Detail your contingency plan for system overload on education and
marketing requests from both a technology and/or staff sufficiency basis

14.  Fromyour experience, what level of penetration (number of enrollees,
listed by eligible group) would you expect of your campaign efforts as of June
2003?
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XI. Definitions

Special Note: These definitions are only for the purpose of this Request for

Proposals.

Act

Public Law 106-265, the Long-Term Care Security Act

Actively at
work

When applied to employees, the employee is on duty in a pay status
for at least one-half of hig’her regularly scheduled tour of duty. It
does not include time when the employee is on annual leave, sick
leave, other leave or in a nonpay status.

Agency(ies)

Departments and independent agencies of the Federal Government,
including the Tennessee Valley Authority, but not including the D.C.
Government. Also includes the branches of the uniformed services.

Annuitants

See P.L. 106-265. Federd retirees (who retired on an immediate
annuity), retirees of the uniformed services, uniformed services
reservists at the time they qualify for an annuity and survivors (of
those retired on an immediate annuity) receiving annuity
compensation. Also includes those receiving compensation from the
Department of Labor. Sometimes called retirees.

Carrier

Same as Contractor, Bidder or Offeror.

Contractor

Depending on context, may refer to any entity that is part of the bid
on thisrequest for proposal, or it may refer to the “winning” entity
that we sign a contract with. Same as carrier.

Contracting

The OPM employee who has the authority to bind the Government

Officer under the resulting contract with the Contractor

Employees See P.L. 106-265. Federal employees, including employees of the
Tennessee Valley Authority and the U.S. Postal Service, but not
including employees of the D.C. Government. Also includes
members of the uniformed services. Sometimes referred to as
“actives’ or “active workers’.

Federal Employees, annuitants and qualified relatives as defined in P.L. 106-

Family 265 and OPM regulations.

FLTCIP Federal Long Term Care Insurance Program

GAO United States General Accounting Office

Gl Guaranteed issue underwriting

HIPAA Health Insurance Portability and Accountability Act

IBNR Incurred but not reported
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IVR Interactive voice response system

LTC Long term care

MGI Modified guaranteed issue underwriting

NAIC National Association of Insurance Commissioners

OPM United States Office of Personnel Management

Qualified People who meet the definition of “qualified relative” in P.L. 106-

Relative 265 and/or meet the definition of “qualified relative” in OPM’ s long
term care insurance regulations

RFP Request for Proposals

Retirees Same as annuitants

We United States Office of Personnel Management

You The Contractor
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Appendix A

Long —-Term Care Security Act
OneHundred Sixth Congress
of the
United States of America
AT THE SECOND SESSION

Begun and held at the City of Washington on Monday, the twenty-fourth day of January, two
thousand.
An Act

To amend title 5, United States Code, to provide for the establishment of a program under which
long-term care insurance is made available to Federal employees, members of the uniformed
services, and civilian and military retirees, provide for the correction of retirement coverage errors
under chapters 83 and 84 of such title, and for other purposes.

Be it enacted by the Senate and House of Representatives of the United States of Americain
Congress assembled,

TITLE I--FEDERAL LONG-TERM CARE INSURANCE

SEC. 1001. SHORT TITLE.
This title may be cited as the "Long-Term Care Security Act'.
SEC. 1002. LONG-TERM CARE INSURANCE.

() IN GENERAL- Subpart G of part 111 of title 5, United States Code, is amended by adding
at the end the following:
"CHAPTER 90--LONG-TERM CARE INSURANCE
“Sec.
"9001. Definitions.
"9002. Availahility of insurance.
"9003. Contracting authority.
"9004. Financing.
"9005. Preemption.
"9006. Studies, reports, and audits.
"9007. Jurisdiction of courts.
"9008. Administrative functions.
"9009. Cost accounting standards.

“Sec. 9001. Definitions

For purposes of this chapter:
(1) EMPLOY EE- The term “employee’ means--
“(A) an employee as defined by section 8901(1);
*(B) anindividua described in section 2105(e); and
*(C) an individual employed by the Tennessee Valley Authority,
but does not include an individual employed by the government of the District of
Columbia.
(2) ANNUITANT- The term “annuitant' has the meaning such term would have under
paragraph (3) of section 8901 if, for purposes of such paragraph, the term “employee’
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were considered to have the meaning given to it under paragraph (1) of this
subsection.
(3) MEMBER OF THE UNIFORMED SERVICES- The term "member of the
uniformed services means a member of the uniformed services, other than aretired
member of the uniformed services, who is--
“(A) on active duty or full-time National Guard duty for a period of more than
30 days; and
*(B) amember of the Selected Reserve.
(4) RETIRED MEMBER OF THE UNIFORMED SERVICES- Theterm retired
member of the uniformed services means a member or former member of the
uniformed services entitled to retired or retainer pay, including a member or former
member retired under chapter 1223 of title 10 who has attained the age of 60 and who
satisfies such eligibility requirements as the Office of Personnel Management
prescribes under section 9008.
*(5) QUALIFIED RELATIVE- The term “qualified relative’ means each of the
following:
“(A) The spouse of an individual described in paragraph (1), (2), (3), or (4).
"(B) A parent, stepparent, or parent-in-law of an individual described in
paragraph (1) or (3).
*(C) A child (including an adopted child, a stepchild, or, to the extent the
Office of Personnel Management by regulation provides, afoster child) of an
individual described in paragraph (1), (2), (3), or (4), if such child is at least 18
years of age.
(D) Anindividual having such other relationship to an individual described in
paragraph (1), (2), (3), or (4) as the Office may by regulation prescribe.
"(6) ELIGIBLE INDIVIDUAL- The term “eligible individual' refers to an individual
described in paragraph (1), (2), (3), (4), or (5).
(7) QUALIFIED CARRIER- The term "qualified carrier' means an insurance
company (or consortium of insurance companies) that is licensed to issue long-term
careinsurance in all States, taking any subsidiaries of such a company into account
(and, in the case of a consortium, considering the member companies and any
subsidiaries thereof, collectively).
*(8) STATE- Theterm "State' includes the District of Columbia.
(9) QUALIFIED LONG-TERM CARE INSURANCE CONTRACT- Theterm
“qualified long-term care insurance contract' has the meaning given such term by
section 7702B of the Internal Revenue Code of 1986.
*(10) APPROPRIATE SECRETARY - The term “appropriate Secretary’ means--
“(A) except as otherwise provided in this paragraph, the Secretary of Defense;
*(B) with respect to the Coast Guard when it is not operating as a service of
the Navy, the Secretary of Transportation;
*(C) with respect to the commissioned corps of the National Oceanic and
Atmospheric Administration, the Secretary of Commerce; and
*(D) with respect to the commissioned corps of the Public Health Service, the
Secretary of Health and Human Services.

“Sec. 9002. Availability of insurance

“(a) IN GENERAL- The Office of Personnel Management shall establish and, in consultation
with the appropriate Secretaries, administer a program through which an individual described
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in paragraph (1), (2), (3), (4), or (5) of section 9001 may obtain long-term care insurance
coverage under this chapter for such individual.
“(b) GENERAL REQUIREMENTS- Long-term care insurance may not be offered under this
chapter unless--
*(2) the only coverage provided is under qualified long-term care insurance contracts,
and
*(2) each insurance contract under which any such coverage is provided isissued by a
qualified carrier.
“(c) DOCUMENTATION REQUIREMENT- As a condition for obtaining long-term care
insurance coverage under this chapter based on one's status as a qualified relative, an applicant
shall provide documentation to demonstrate the relationship, as prescribed by the Office.
“(d) UNDERWRITING STANDARDS
(1) DISQUALIFYING CONDITION- Nothing in this chapter shall be considered to
reguire that long-term care insurance coverage be made available in the case of any
individual who would be €eligible for benefits immediately.
"(2) SPOUSAL PARITY - For the purpose of underwriting standards, a spouse of an
individual described in paragraph (1), (2), (3), or (4) of section 9001 shall, as nearly as
practicable, be treated like that individual.
*(3) GUARANTEED ISSUE- Nothing in this chapter shall be considered to require
that long-term care insurance coverage be guaranteed to an eligible individual.
(4) REQUIREMENT THAT CONTRACT BE FULLY INSURED- In addition to
the requirements otherwise applicable under section 9001(9), in order to be considered
aqualified long-term care insurance contract for purposes of this chapter, a contract
must be fully insured, whether through reinsurance with other companies or otherwise.
*(5) HIGHER STANDARDS ALLOWABLE- Nothing in this chapter shall, in the
case of an individual applying for long-term care insurance coverage under this chapter
after the expiration of such individual's first opportunity to enroll, preclude the
application of underwriting standards more stringent than those that would have
applied if that opportunity had not yet expired.
() GUARANTEED RENEWABILITY - The benefits and coverage made available to
eligible individuals under any insurance contract under this chapter shall be guaranteed
renewable (as defined by section 7A(2) of the model regulations described in section
7702B(g)(2) of the Internal Revenue Code of 1986), including the right to have insurance
remain in effect so long as premiums continue to be timely made. However, the authority to
revise premiums under this chapter shall be available only on a class basis and only to the
extent otherwise allowable under section 9003(b).

"Sec. 9003. Contracting authority

“(d) IN GENERAL- The Office of Personnel Management shall, without regard to section 5
of title 41 or any other statute requiring competitive bidding, contract with one or more
qualified carriers for a policy or policies of long-term care insurance. The Office shall ensure
that each resulting contract (hereafter in this chapter referred to as a “'master contract’) is
awarded on the basis of contractor qualifications, price, and reasonable competition.
“(b) TERMS AND CONDITIONS-
(1) IN GENERAL- Each master contract under this chapter shall contain--

“(A) adetailed statement of the benefits offered (including any maximums,

limitations, exclusions, and other definitions of benefits);

*(B) the premiums charged (including any limitations or other conditions on

their subsequent adjustment);
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*(C) the terms of the enrollment period; and
*(D) such other terms and conditions as may be mutually agreed to by the
Office and the carrier involved, consistent with the requirements of this
chapter.
(2) PREMIUMS- Premiums charged under each master contract entered into under
this section shall reasonably and equitably reflect the cost of the benefits provided, as
determined by the Office. The premiums shall not be adjusted during the term of the
contract unless mutually agreed to by the Office and the carrier.
(3) NONRENEWABILITY - Master contracts under this chapter may not be made
automatically renewable.
() PAYMENT OF REQUIRED BENEFITS; DISPUTE RESOLUTION-
(1) IN GENERAL- Each master contract under this chapter shall require the carrier
to agree--
“(A) to provide payments or benefits to an eligible individual if such individual
is entitled thereto under the terms of the contract; and
*(B) with respect to disputes regarding claims for payments or benefits under
the terms of the contract--
“(i) to establish internal procedures designed to expeditiously resolve
such disputes; and
“(i) to establish, for disputes not resolved through procedures under
clause (i), procedures for one or more alternative means of dispute
resolution involving independent third-party review under appropriate
circumstances by entities mutually acceptable to the Office and the
carrier.
(2) ELIGIBILITY- A carrier's determination as to whether or not a particular
individual is eligible to obtain long-term care insurance coverage under this chapter
shall be subject to review only to the extent and in the manner provided in the
applicable master contract.
*(3) OTHER CLAIMS- For purposes of applying the Contract Disputes Act of 1978
to disputes arising under this chapter between a carrier and the Office--
“(A) the agency board having jurisdiction to decide an appeal relative to such a
dispute shall be such board of contract appeals as the Director of the Office of
Personnel Management shall specify in writing (after appropriate arrangements,
as described in section 8(c) of such Act); and
*(B) the district courts of the United States shall have original jurisdiction,
concurrent with the United States Court of Federal Claims, of any action
described in section 10(a)(1) of such Act relative to such a dispute.
"(4) RULE OF CONSTRUCTION- Nothing in this chapter shall be considered to
grant authority for the Office or athird-party reviewer to change the terms of any
contract under this chapter.
*(d) DURATION-
(1) IN GENERAL- Each master contract under this chapter shall be for aterm of 7
years, unless terminated earlier by the Office in accordance with the terms of such
contract. However, the rights and responsibilities of the enrolled individual, the
insurer, and the Office (or duly designated third-party administrator) under such
contract shall continue with respect to such individual until the termination of
coverage of the enrolled individual or the effective date of a successor contract
thereto.
*(2) EXCEPTION-
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(A) SHORTER DURATION- In the case of a master contract entered into
before the end of the period described in subparagraph (B), paragraph (1) shall
be applied by substituting “ending on the last day of the 7-year period described
in paragraph (2)(B)' for "of 7 years.
"(B) DEFINITION- The period described in this subparagraph is the 7-year
period beginning on the earliest date as of which any long-term care insurance
coverage under this chapter becomes effective.
"(3) CONGRESSIONAL NOTIFICATION- No later than 180 days after receiving the
second report required under section 9006(c), the President (or his designee) shall
submit to the Committees on Government Reform and on Armed Services of the
House of Representatives and the Committees on Governmental Affairs and on Armed
Services of the Senate, a written recommendation as to whether the program under
this chapter should be continued without modification, terminated, or restructured.
During the 180-day period following the date on which the President (or his designee)
submits the recommendation required under the preceding sentence, the Office of
Personnel Management may not take any steps to rebid or otherwise contract for any
coverage to be available at any time following the expiration of the 7-year period
described in paragraph (2)(B).
(4) FULL PORTABILITY - Each master contract under this chapter shall include
such provisions as may be necessary to ensure that, once an individual becomes duly
enrolled, long-term care insurance coverage obtained by such individual pursuant to
that enrollment shall not be terminated due to any change in status (such as separation
from Government service or the uniformed services) or ceasing to meet the
requirements for being considered a qualified relative (whether as a result of
dissolution of marriage or otherwise).

“Sec. 9004. Financing

(@) IN GENERAL- Each dligible individual obtaining long-term care insurance coverage
under this chapter shall be responsible for 100 percent of the premiums for such coverage.
*(b) WITHHOLDINGS-
(1) IN GENERAL- The amount necessary to pay the premiums for enrollment may--
“(A) in the case of an employee, be withheld from the pay of such employee;
*(B) in the case of an annuitant, be withheld from the annuity of such annuitant;
*(C) in the case of amember of the uniformed services described in section
9001(3), be withheld from the pay of such member; and
(D) inthe case of aretired member of the uniformed services described in
section 9001(4), be withheld from the retired pay or retainer pay payable to
such member.
(2) VOLUNTARY WITHHOLDINGS FOR QUALIFIED RELATIVES-
Withholdings to pay the premiums for enrollment of a qualified relative may, upon
election of the appropriate digible individual (described in section 9001(1)-(4)), be
withheld under paragraph (1) to the same extent and in the same manner as if
enrollment were for such individual.
*(c) DIRECT PAYMENTS- All amounts withheld under this section shall be paid directly to
the carrier.
“(d) OTHER FORMS OF PAYMENT- Any enrollee who does not elect to have premiums
withheld under subsection (b) or whose pay, annuity, or retired or retainer pay (asreferred to
in subsection (b)(1)) isinsufficient to cover the withholding required for enrollment (or who is
not receiving any regular amounts from the Government, as referred to in subsection (b)(1),
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from which any such withholdings may be made, and whose premiums are not otherwise being
provided for under subsection (b)(2)) shal pay an amount equal to the full amount of those
charges directly to the carrier.
“(e) SEPARATE ACCOUNTING REQUIREMENT- Each carrier participating under this
chapter shall maintain records that permit it to account for all amounts received under this
chapter (including investment earnings on those amounts) separate and apart from al other
funds.
*(f) REIMBURSEMENTS-
(1) REASONABLE INITIAL COSTS
“(A) IN GENERAL- The Employees Life Insurance Fund is available, without
fiscal year limitation, for reasonable expenses incurred by the Office of
Personnel Management in administering this chapter before the start of the 7-
year period described in section 9003(d)(2)(B), including reasonable
implementation costs.
"(B) REIMBURSEMENT REQUIREMENT- Such Fund shall be reimbursed,
before the end of the first year of that 7-year period, for all amounts obligated
or expended under subparagraph (A) (including lost investment income). Such
reimbursement shall be made by carriers, on a pro rata basis, in accordance
with appropriate provisions which shall be included in master contracts under
this chapter.
(2) SUBSEQUENT COSTS-
(A) IN GENERAL- Thereis hereby established in the Employees Life
Insurance Fund a Long-Term Care Administrative Account, which shall be
available to the Office, without fiscal year limitation, to defray reasonable
expenses incurred by the Office in administering this chapter after the start of
the 7-year period described in section 9003(d)(2)(B).
(B) REIMBURSEMENT REQUIREMENT- Each master contract under this
chapter shall include appropriate provisions under which the carrier involved
shall, during each year, make such periodic contributions to the Long-Term
Care Administrative Account as necessary to ensure that the reasonable
anticipated expenses of the Office in administering this chapter during such
year (adjusted to reconcile for any earlier overestimates or underestimates
under this subparagraph) are defrayed.

“Sec. 9005. Preemption

“The terms of any contract under this chapter which relate to the nature, provision, or extent
of coverage or benefits (including payments with respect to benefits) shall supersede and
preempt any State or local law, or any regulation issued thereunder, which relates to long-
term care insurance or contracts.

"Sec. 9006. Studies, reports, and audits

(@) PROVISIONS RELATING TO CARRIERS- Each master contract under this chapter
shall contain provisions requiring the carrier--
*(2) to furnish such reasonable reports as the Office of Personnel Management
determines to be necessary to enable it to carry out its functions under this chapter;
and
*(2) to permit the Office and representatives of the General Accounting Office to
examine such records of the carrier as may be necessary to carry out the purposes of
this chapter.

C-68



Solicitation No. OPM-01-RFP-0016
“(b) PROVISIONS RELATING TO FEDERAL AGENCIES- Each Federal agency shall keep
such records, make such certifications, and furnish the Office, the carrier, or both, with such
information and reports as the Office may require.
(c) REPORTS BY THE GENERAL ACCOUNTING OFFICE- The Genera Accounting
Office shall prepare and submit to the President, the Office of Personnel Management, and
each House of Congress, before the end of the third and fifth years during which the program
under this chapter isin effect, awritten report evaluating such program. Each such report
shall include an analysis of the competitiveness of the program, as compared to both group
and individual coverage generally available to individuals in the private insurance market. The
Office shall cooperate with the General Accounting Office to provide periodic evaluations of
the program.

“Sec. 9007. Jurisdiction of courts

“The district courts of the United States have original jurisdiction of a civil action or claim
described in paragraph (1) or (2) of section 9003(c), after such administrative remedies as
required under such paragraph (1) or (2) (as applicable) have been exhausted, but only to the
extent judicial review is not precluded by any dispute resolution or other remedy under this
chapter.

“Sec. 9008. Administrative functions

“(a8) IN GENERAL- The Office of Personnel Management shall prescribe regulations
necessary to carry out this chapter.
“(b) ENROLLMENT PERIODS- The Office shall provide for periodic coordinated
enrollment, promotion, and education efforts in consultation with the carriers.
“(c) CONSULTATION- Any regulations necessary to effect the application and operation of
this chapter with respect to an eligible individual described in paragraph (3) or (4) of section
9001, or aqualified relative thereof, shall be prescribed by the Office in consultation with the
appropriate Secretary.
*(d) INFORMED DECISIONMAKING- The Office shall ensure that each eligible individual
applying for long-term care insurance under this chapter is furnished the information necessary
to enable that individual to evaluate the advantages and disadvantages of obtaining long-term
care insurance under this chapter, including the following:
“(1) The principal long-term care benefits and coverage available under this chapter,
and how those benefits and coverage compare to the range of long-term care benefits
and coverage otherwise generally available.
"(2) Representative examples of the cost of long-term care, and the sufficiency of the
benefits available under this chapter relative to those costs. The information under this
paragraph shall also include--
“(A) the projected effect of inflation on the value of those benefits; and
*(B) a comparison of the inflation-adjusted value of those benefitsto the
projected future costs of long-term care.
*(3) Any rights individuals under this chapter may have to cancel coverage, and to
receive atotal or partial refund of premiums. The information under this paragraph
shall also include--
“(A) the projected number or percentage of individuals likely to fail to maintain
their coverage (determined based on lapse rates experienced under similar
group long-term care insurance programs and, when available, this chapter);
and
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*(B)(i) asummary description of how and when premiums for long-term care
insurance under this chapter may be raised;
“(ii) the premium history during the last 10 years for each qualified carrier
offering long-term care insurance under this chapter; and
“(iii) if cost increases are anticipated, the projected premiums for a typical
insured individual at various ages.
*(4) The advantages and disadvantages of long-term care insurance generally, relative
to other means of accumulating or otherwise acquiring the assets that may be needed
to meet the costs of long-term care, such as through tax-qualified retirement programs
or other investment vehicles.

"Sec. 9009. Cost accounting standards

“The cost accounting standards issued pursuant to section 26(f) of the Office of Federal
Procurement Policy Act (41 U.S.C. 422(f)) shall not apply with respect to along-term care
insurance contract under this chapter.'

(b) CONFORMING AMENDMENT- The analysis for part 111 of title 5, United States Code,
is amended by adding at the end of subpart G the following:

90. LoNg-Term Care INSUrANCE. .. ... .cu ettt et e e e e e e e eeeens 9001
SEC. 1003. EFFECTIVE DATE.

The Office of Personnel Management shall take such measures as may be necessary to ensure that
long-term care insurance coverage under title 5, United States Code, as amended by this title, may
be obtained in time to take effect not later than the first day of the first applicable pay period of
the first fiscal year which begins after the end of the 18-month period beginning on the date of the
enactment of this Act.
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Appendix B
Profile of Employees and Retirees

There are two demographic data tables in this Appendix (Table 1 and Table 2 on the following
pages) and additional demographic data tables (in Microsoft Excel) on the same website where

this RFP is posted (www.opm.gav/insure/procure).

We have also listed several web sites that have more demographic information.

While the web sites may be useful, we do not believe they are necessary for preparing a proposal.
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TABLE 1
Active Duty Members of the Uniformed Services
Education L evels as of December 31, 2000

Education Sex Enlisted Officars | TOTAL
Not a Female 589 2 591
HS Graduate Male 9,013 50 9,063
Total 9,602 52 9,654
GED Female 2,801 5 2,806
Male 36,610 84 36,694
Total 39,411 89 39,500
Alternate Female 1,362 17 1,379
Education Male 12 623 151 12 774
Total 13,985 168 14,153
High School Female 142,399 296 142 695
Graduate Male 833,515 3,805 837,320
Total 975,914 4,101 980,015
Some Female 13,992 897 14,889
College Male 63,738 9,459 73,197
Totd 77,730 10,356 88,086
BA/BS Female 7,344 15,904 23,248
Male 29,687 92,799 122,486
Total 37,031| 108,703 145,734
M asters Female 928 11,964 12,892
Male 3,270 68,047 71,317
Total 4,198 80,011 84,209
PhD Female 25 1,006 1,031
Mae 114 5,497 5,611
Total 139 6,503 6,642
Unknown Female 1,697 1,799 3,496
Male 11,322 9,695 21,017
Tota 13,019 11,494 24513
TOTAL Female 171,137 31,890 203,027
Male 099,892| 189,587 1,189,479
Total| 1,171.029 221477 1,392,506
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TABLE 2
Federal Employeesin the Civilian Personnel Data File*
Educational Levelsasof March 2001

Education Female Male Unspecified Total
Unspecified 23,253 20,073 8 43,334
L essthan High School 11,440 13,705 25,145
High School Graduate | 241,195 | 241,313 4 482,512
Terminal Degree 48,590 34,685 83,275
Some College 170,328 | 163,917 334,245
Associate Degree 46,718 47,965 94,683
Bachelor’s Degree 168,011 | 268,824 436,835
Above Bachelor’s 18,126 35,612 53,738
Master’s Degree 59,572 | 100,647 1 160,220
PhD. 10,575 29,821 40,396
TOTAL 797,808 | 956,562 13 1,754,383

*The Civilian Personnel Data File (CPDF) includes all Executive Branch agencies except

the Postal Service, Postal Rate Commission, Central Intelligence Agency, National

Security Agency, Defense Intelligence Agency, National |magery and Mapping Agency,

Tennessee Valley Authority, White House Office, Office of the Vice President and the

Board of Governors of the Federal Reserve. In the Legidative Branch, only the
Government Printing Office, US Tax Court and selected commissions are included. The

Judicial Branch is entirely excluded as are nonappropriated Fund employeesin the

Department of Defense and foreign nationals outside of the United States and its

territories.

The CPDF data is sufficient for FLTCIP estimation purposes.
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Tables Separately Posted on Website in Microsoft Excel
Federal Employees and Annuitants
Distribution Reports

The Civilian Distribution file contains the following sheets:

1. Employee Distribution By Age/Salary - Males

2. Employee Distribution By Age/Salary — Females

3. Annuitant Distribution By Age/Salary — Civil Service Retirement System (CSRS) Males

4. Annuitant Distribution By Age/Salary — CSRS Females

5. Annuitant Distribution By Age/Salary — Federal Employees Retirement System (FERS) Males
6. Annuitant Distribution By Age/Salary — FERS Females

7. Survivor Distribution By Age/Salary — CSRS Males

8. Survivor Distribution By Age/Salary — CSRS Females

9. Survivor Distribution By Age/Salary — FERS Males

10. Survivor Distribution By Age/Salary — FERS Females

The Uniformed Services Distribution File contains the following sheets:
1. Active Duty Distribution By Age/Salary/Marital Status/Sex
2. Active Duty Reservists Distribution By Age/Salary/Marital Status/Sex

3. Retired Reservists Distribution By Age/Salary/Marital Status/Sex
4. Retired Active Duty Distribution By Age/Salary/Marital Status/Sex

Websiteswith Additional Demographic Information
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Appendix C
Communication Vehicles

We expect the Contractor to concentrate the marketing and enrollment campaign on the
populations that can be “touched” — Federal employees and retirees, and members and retired
members of the uniformed services. We do not expect the Contractor to attempt to reach the
peripheral groups, such as spouses, adult children, parents, etc. Individualsin those groups can
request information by raising their hand (visiting the web site, calling a toll-free number, etc).
They will not receive information without coming forward to request it.

We aso expect that the Contractor will discuss, plan, and schedule all communications events
with FLTCIP personnel before implementation.

Uniformed Services

The Contractor can distribute information and materials among members of the uniformed
services using several methods.

Implementation Coordinators

The Office of the Secretary of Defense will issue a memorandum to each of the military
departments to ensure they are aware of the Long-Term Care Security Act and the need for their
participation in the process to educate the military populace about the FLTCIP. Additionally, the
memorandum will request that each of the services appoint a Long Term Care Insurance
Implementation Coordinator who can direct and coordinate implementation and roll-out activities.

Publicity/Communications

Communications with servicemembers are decentralized and initiated at various levels. These
include the Department of Defense and each of the Services, as well as command, installation, and
unit levels. Information is passed through a variety of channels. Unit/commander, functional
area, word-of-mouth, public affairs, and traditional media. Communications through these
sources have secondary spillover effects into federal employee, retiree, and family audiences.
Public Affairs offices are the most direct method for awareness campaigns, and will be available to
provide information about the FLTCIP through sources, such as the American Forces Information
Service and the Services public affairs programs. These channels will provide support to ensure
initial awareness of the program in accordance with pertinent Department of Defense and Service
regulations.

Unit/commander and functional area sources (e.g., Finance, Personnel, commanders, and senior
enlisted personnel) are significant secondary sources of information. Advertising in traditional
media (installation newspapers, local publications near installations, publications targeting military
markets, service-affiliation organizations) may be worthwhile.

Websites

Program publicity should be distributed through various network websites, such asthat available
through the worldwide Family Support Centers. Information can possibly be distributed by
establishing system links network-wide.
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Bulk Digtribution Channels

We anticipate the Contractor will be able to mail educational/informational pamphletsto the
military departments via the networks identified by the Implementation Coordinators, probably
using the military Services' forms and publications distribution systems for small bullet-style
information papers and short pamphlets.

Federal Employees

Decentralized

Communicating with Federal employees is decentralized at the agency/department level. We do
not have one master list of email addresses for all Federal employees, nor do we have a master list
of home addresses for all of them. We are not expecting the Contractor to mail information
directly to all employees home addresses. The rest of this section describes what
communications vehicles are available, and how the Contractor can use them.

Implementation Coordinators

We sent a memorandum to the heads of all Federal agencies/departments asking that they each
designate an Implementation Coordinator to serve as that agency/department’s point of contact
for the FLTCIP. We can share names, email addresses and phone numbers of these Coordinators
with the successful Contractor. They can help schedule employee meetings and facilitate the
educational and marketing campaigns. Contractors should propose the best use of this
communication vehicle. See OPM’s memorandum at the end of Appendix B.

LTCInfo Listserv

That memorandum also announced a new automated email listserv called LTCInfo. All
Implementation Coordinators are supposed to subscribe to the listserv, but we have also
encouraged any other agency/department human resources professional to subscribe. The number
of subscribersis growing rapidly. We had over 375 subscribers when we wrote this Statement of
Work. Contractors should propose the best use of this communications vehicle as well.

Federal Benefits Officers

Each agency/department has at least one official headquarters benefits officer who handles open
seasons and information dissemination on the various Federal benefits — retirement, thrift savings
plan, health benefits, life insurance, leave programs, etc. There are approximately 150 benefits
officers. For many agencies/departments, the FLTCIP Implementation Coordinator will also be a
benefits officer. For others, the two responsibilities may be split. Agencies/departments were still
designating FLTCIP Implementation Coordinators at the time we wrote this Statement of Work.

We hold regular meetings of the benefits officersin OPM’s auditorium. The Contractor can plan
to use these meetings to talk about issues with the new long term care insurance program. Inthe
meeting announcements, when applicable, we can ask that implementation coordinators (if
different from the benefits officers) also attend.

We have specifically told benefits officers and Implementation Coordinators that we do not expect

them to become conversant with long term care insurance issues and they will not be responsible
for educating their employees about the new program. Thisis very different from the way we
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handle the retirement, health and life insurance programs. In those programs, the human resources
professionals ARE the front-line for providing information about the programs.

We envision that the FLTCIP will take an entirely different direction. Aswe envisoniit, the
Contractor will be responsible for educating employees and answering their questions using such
avenues as auditorium meetings, the Internet, interactive voice response systems, a toll-free phone
number, satellite broadcasts, pamphlets, enrollment kits, etc. We are NOT expecting human
resources professionals to become long term care experts and converse knowledgeably with
employees about activities of daily living, non-forfeiture benefits, inflation protection, claims
triggers, estate planning, etc. That's what the Contractor will do. What we will expect is that
when employees approach their agencies with a question, the human resources professionals
would know to refer them to the toll-free number (not set up yet), the website, the pamphlets, the
schedule of employee meetings, etc. Agency human resources professionals will be conduitsin
directing employees where to go for answers, as opposed to answering the questions directly.

Payroll Officers

Each agency/department also has a payroll officer to deal with payroll and financial issues related
to the benefits programs. There is a separate automated email listserv for payroll officers called
FINPAY. Some payroll officers have also joined the LTCInfo listserv. We can ask payroll
officers to attend meetings of the benefits officers and/or schedule meetings devoted to payroll
matters.

We already met with an ad hoc group of payroll officers to discuss possibilities for handing
payroll deduction for the FLTCIP. The Contractor can use that group to discuss or develop other
payroll issues.

Websites

We have an Internet web site devoted to the FLTCIP at www.opm.gav/insure/lic. We plan to
advertise this web site in the health benefits guides that we distribute during our annua health
benefits open season (November 12 to December 10, 2001), and on our health benefits web site,
which received a high volume of hits during last year’ s open season.

Y ou can view historical activity statistics for the entire “insure” website at

http://apps.opm.gov/support/archive/index.htm.

We have also advertised the FLTCIP website to the heads of agencies/departments and to
agency/department human resources professionals (see letter at the end of Appendix B).

Individual Federal agencies/departments also have their own Internet web sites and/or Intranets.
The Contractor can develop “turn-key” announcements to forward to agencies to post on their
web sites.

Accessto the Internet

The most recent statistics that measure overall Internet access by Federal employees dates back to
late 1999/early 2000 when OPM'’ s Benefits Officers Resource Center commissioned a survey of
Federal employees on benefits. In response to the question, “Do you have access to the
Internet/World Wide Web?’, Federal employees (excluding Postal Service employees) answered:
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Y es, access at work 79.02 percent
Y es, access at home 58.78 percent
Y es, at some other source 3.90 percent
No 7.80 percent

The results differ substantially when United States Postal Service employees are included, because
most Postal employees do not work at a desk. Those responses were:

Y es, access at work 51.89 percent
Y es, access at home 53.78 percent
Yes, at some other source 5.79 percent
No 22.17 percent

Access, of courseg, is not necessarily usage. But it is reasonable to expect that both access and
usage have increased since the benefits survey.

The survey also asked employees how they prefer to receive information about their benefits.
Here are the responses:

Excluding Postal employees:

In person (one-on-one) 49.27 percent
Group briefings/presentations 33.90 percent
By telephone 4.88 percent
Through email 18.05 percent
Through the Internet 12.20 percent

Including Postal employees:

In person (one-on-one) 68.39 percent
Group briefings/presentations 39.80 percent
By telephone 8.94 percent
Through email 15.62 percent
Through the Internet 13.22 percent

Payroll Stuffers

Most, if not all, Federal employees receive their pay through electronic funds transfer. They may
or may not receive a hard-copy statement of their pay each pay period. The Contractor should
not plan on using payroll stuffers as an effective means of conveying information to Federal
employees.

Bulk Distribution Channels

We expect the Contractor to mail educational/informational pamphlets to Federal
agencies/departments for their further distribution to the Federal employees at their worksites.
We use this same method to distribute bulk materials for our annual health benefits program to
Federal agencies/departments. We anticipate that the Contractor can use the same distribution
list for the FLTCIP. We update thislist every August. Last year we sent the main health benefits
informational booklet to approximately 500 different distribution sites.
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Benefits Administration Letters
We also send Benefits Administration Letters (BALS) to the human resources professionals at all
of the Federal agencies/departments. We post the Benefits Administration Letters on OPM’s

BAL website at www.opm.gov/asd/htm/bal01.htm and on the human resources page of the
FLTCIP web site at www.opm.gov/insure/ltc/hr.htm.  We also distribute all BALSs viaemail to

subscribers of the BENEFITSInfo listserv and those specifically on long term care insurance to
subscribers of the LTCInfo listserv.

We use the BALsto send information and instructions to agencies, and can also send them pattern
letters, pattern emails, pattern articles, pattern HTML text, etc., for use in employee letters,
employee emails, house publications, Intranets, etc. This is a good way to get information to
employees through their human resources offices.

Satellite Broadcasts

The Human Resources Management Council (HRMC) is comprised of the human resources
directors from al of the Federal departments and independent agencies. The HRMC meets
monthly and, when applicable, can discuss long term care insurance issues and bring
themes/messages/education back to their own agency/department.

The HRMC sponsors the Federal HR Forum, an established system for broadcasting presentations
of interest to Federal employees through satellite transmission and downlinking to Federal sites
across the country and overseas. The HRMC has established relationships with contractors and
agencies with studio facilitiesto air the programs. It also has an established system of duplicating
and distributing videotapes of the broadcasts to reach an even larger audience. The HRMC isalso
beginning to use web streaming to make the broadcasts available to employees at their desk. The
Contractor can tap into these established channels to produce broadcasts about the FLTCIP.

We have aready tentatively scheduled an initial satellite broadcast in February 2002 to educate
the audience about long term care and long term care insurance in general. We expect the
Contractor to assist in this effort, however we will bear the majority of the cost, estimated at
$35,000. We expect that the Contractor will want to schedule at least one more broadcast, aimed
at the specifics of the FLTCIP. We will not bear any of that cost, outside of providing the
broadcasting facility.

Other
Many Federal employees read publications such as the Federal Times, Federal Employees News
Digest, Federal Managers Association newsletters, FedNews Online, etc.

Federal Annuitants

Correspondence Addresses

We have correspondence addresses for Federal annuitants and survivor annuitants who are on
OPM’srolls receiving an annuity. Reaching these populations will be relatively smple and
straightforward, because the Contractor can use the addresses to mail information directly to
annuitants. The only downside is that thisis an expensive communications tool due to postage
costs.
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Accessto Internet

According to the results from our most recent survey of Federa annuitants (fiscal year 2000), 53
percent of the respondents said that they have accessto the Internet. Of that 53 percent, 88 percent
said that they access the Internet from their home, and 36 percent said they have accessed OPM's web
gte.

Annuity Payment Stuffers

Most, if not all, Federal annuitants receive their annuities through electronic funds transfer. They
do not receive a hard-copy of their annuity benefits each month. They only receive one if their
annuity payment differs from the payment for the previous month. Federal annuitants do receive a
mailed statement of benefits in January of each year.

Other

Many Federal annuitants also read Retirement | ife magazine published by the National
Association of Retired Federal Employees.
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United States

Office of
Personnel M anagement

The Federal Government’s Human Resources Agency

Retirement and | nsurance Service
Benefits Administration Letter

umber: 01-903 Date: May 15, 2001
Subject: Long Term Carelnsurance Program: Letter from OPM’sActing Director
The Letter

Y ou may have aready seen the letter that our Acting Director, Mr. Steven R. Cohen, recently
sent to the heads of all departments and independent agencies. We also emailed a copy of his
letter to members of the Human Resources Management Council. |f you haven't aready, please
take afew minutes to read the attached letter.

Implementation Coordinators

Mr. Cohen asked department and agency heads to support the new long term care insurance
program and designate an |mplementation Coordinator to direct and coordinate implementation
and roll-out activities for their department/agency. We expect the Implementation Coordinators
to become supporters of the product and to be available throughout the enrollment period that
starts sometime in 2002 and may extend into 2003. We will work with a representative team of
Implementation Coordinators to develop aroll-out strategy that will be successful and doable
from an agency perspective.

Federal Benefits Officers

We recognize the vital role that Federal Benefits Officers and other agency human resources
professionals already play with respect to retirement and insurance benefits for employees. You
may be asked to serve as an Implementation Coordinator, or you could be working with someone
else. Either way, | imagine you'll be involved.

The Good News

As we envision the program, we are NOT expecting agency human resources professionals to
become conversant with long term care issues and be responsible for educating their employees
about the new program. Thisis very different from the way we handle the retirement, health and
life insurance programs. In those programs, the HR professionals ARE the front-line for
providing information about the programs. We envision that this new program will take an
entirely different direction -- the long term care insurance carrier will be responsible for educating
employees and answering their questions using such avenues as auditorium meetings, the web site,
atoll-free phone number, satellite broadcasts, pamphlets, enrollment kits, etc.

But we are NOT expecting HR professionals to become long term care experts. We are not
expecting you and other HR professionals to converse knowledgeably with employees about
activities of daily living, non-forfeiture benefits, inflation protection, claims triggers, estate
planning, etc. That's what the insurance carrier will do. What we will expect is that when an
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employee approaches you with a question, you would know to refer himv/her to the toll-free
number (not set up yet), refer him/her to the website, the pamphlets, the schedule of employee
meetings, etc. HR professionals will be conduits in directing employees where to go for answers,
as opposed to answering the questions directly.

And we will tell you what the information channels will be (through Benefits Administration
Letters, the annual Federal Benefits Conference, our new email listserv (described below), our HR

page on the long term care website (www.opm.gov/insure/ltc/hr.htm), etc.)

We aready know that we WILL need your help with:

e arranging for the distribution of educational and marketing materials,

e setting up employee briefings,

e showing and possibly participating in satellite broadcasts, and

e interacting with our insurance partners and us during the open enrollment period.

Please stay tuned for more information on how you can help with these items.

Listserv

Asyou'll aso seein the attached letter, we set up an automated email “listserv” for human
resources professionals. We'd like each benefits officer and designated I mplementation
Coordinator to subscribe to the listserv. We plan to use it throughout the educational and
enrollment process. We're also asking human resources professionals at field installations to
subscribe to the listserv to receive information about the upcoming open enrollment period.
Instructions on how to subscribe are included in the attached letter.

As soon as a substantial number of people subscribe, we will begin sending out detailed
information viathe listserv and asking for feedback on a number of items.

We sure appreciate your support of this exciting new program! )

-

Frank D. Titus
Assistant Director
for Long Term Care
Attachment
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Attachment to BAL 01-903

[Signed May 4, 2001]

MEMORANDUM FOR HEADS OF DEPARTMENTS AND INDEPENDENT
AGENCIES

FROM: STEVEN R. COHEN
Acting Director

Subject: Long Term Care Implementation Coordinators

| need your help in identifying an agency coordinator who can work with us as we implement the
new long term care insurance program.

Asyou know, the Long Term Care Security Act authorized the Office of Personnel Management
to contract for along term care insurance program for the “Federal family” - active employees,
members of the uniformed services, civilian and military retirees, their survivors, spouses and a
host of other qualified relatives.

Since the passage of the law in September 2000, we have been meeting with stakeholder groups,
industry representatives, and independent experts. One result is atentative product design that
we have posted at www.opm.gov/insure/ltc. Another is gaining an understanding of the critical
importance of active employer support and endorsement to ensure a successful group long term
care insurance offering. While our education and marketing plans will not be fully developed until
we have selected our long term care insurance partner(s) this October, | expect that they will
include opportunities for your personal involvement. | am writing to request your active support
and participation as we develop our plans.

We aready know that we will need support in many areas, including:

e arranging for the distribution of educational and marketing materials,

e setting up employee briefings,

e participating in satellite broadcasts, and

e interacting with our insurance partners and us during the open enrollment period.

To that end, | am asking you to identify aLong Term Care Insurance (LTCI) Implementation
Coordinator who can direct and coordinate implementation and roll-out activities in your agency.

Benefits Officers for the retirement and insurance programs aready exist in all agencies. We
expect LTCI Implementation Coordinators to become supporters of the product and to be
available throughout the enrollment period that will begin in 2002 and may extend into 2003. We
will work with a representative team of Implementation Coordinators to develop aroll-out
strategy that will be successful and doable from an agency perspective.

While the LTCI program will not be operational until October 2002, we are developing an email

“listserv” of the designated Implementation Coordinators now, so that we can interact with them
throughout the planning process. We also encourage Coordinators to ask their field installations
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to subscribe to the listserv to receive information about the upcoming open enrollment period.
Instructions on how to subscribe are attached.

We appreciate and thank you for your support of this very important benefits program. If you
have any questions, please call Frank Titus, Assistant Director for Long Term Care, or a member
of histeam at 202-606-1413.

Attachment
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Attachment [to memorandum from Mr. Cohen]

How to Subscribe to the New Listserv for Long Term Care Insurance

1. Send an email to listserv@listserv.opm.gov

a. Put whatever you want in the subject line of your email. The subject is not used in the
subscription process.

b. Inthe BODY of the message type:
SUBSCRIBE LTCINFO firstname lastname, substituting your own first and last names.

c. Do not put anything else in the body of the email.

d. The computer stores the email address that you used to send the message as the email
address that you wish to receive the listserv emails. So if your outgoing email addressis
different from the address you want to receive the incoming email, you cannot subscribe
thisway. Instead you must send an email to Laura Lawrence at ljlanren@opm.gaov and
explain the problem. She can add you to the list manually.

2. You should receive a CONFIRMATION email soon after sending your SUBSCRIBE email. If
you do not, then there is something wrong with your outgoing email message. Please double-
check that you followed the instructions exactly. If you continue to have problems, please email

Laura Lawrence at ljlawren@opm.gaov.

3. Follow the instructions in the Confirmation email reply exactly. Y ou will not be subscribed to
the listserv until you reply to the Confirmation email as stated in that message. The Confirmation
email will also contain instructions on how to cancel your subscription.

4. Encourage other human resources professionals to subscribe. Thislistserv will operate well

into 2003, so please make sure that new HR personnel subscribe when they come onboard. We
need your support to make this work!

If you have any questions, please call Ms. Lawrence at 202-606-1433.
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Appendix D
Zip Code Information

In order to facilitate a cluster analysis for Federal employees and annuitants, we have created text
files (.txt) containing zip code information. Contractors who will definitely be performing cluster
analyses using zip code distributions for purposes of responding to this Request for Proposals
may request copies of the files by sending an email to Mr. Andre Adams at adadams@aopm.gov.
Y ou should put “Zip Code Request” in the subject line of your email. He will reply by attaching
the two files. Contractors cannot use thisinformation in any way other than as input to
responding to this RFP.

Federal Employees

The National Finance Center of the U.S. Department of Agriculture gave usa CD-ROM
containing a listing of all active Thrift Savings Plan (TSP) participants as of April 26, 2001,
broken down by ZIP+4 codes (this does not include annuitants). We took their data and
aggregated it into 5 digit zip codes because the vast majority of ZIP+4 codes had only one or two
entries.

Thefile (emplzip.txt) isan ASCII text file with 37,521 records (549kb) and contains one record
for each zip code in which an active TSP participant resides. Any active participant who does not
have any zip code information filed with TSP is totaled into the count for the zip code “00000".

The format of thefileis:

Columns  Contents

1-5 Zip code (5 digits)

6-6 Comma as delimiter

7-13 Count of TSP participants in that zip code (7 digits)

Federal Annuitants

We took the correspondence addresses for al active Federal annuitants in our annuity roll,
including survivor annuitants and deferred annuitants currently receiving an annuity. We sorted it
by 5 digit zip code. Deferred annuitants and survivors of deferred annuitants, though included in
the data, are not currently eligible for the FLTCIP. However, the number of these individualsis
insignificant to the data as awhole. The data does not include 26,041 annuitants whose net
annuity payment was zero (meaning that the amount of their deductions used up all of their gross
annuity, leaving a zero balance to pay).

Thefile (anntzip.txt) isan ASCII text file with 36,446 records (533kb) and contains one record
for each zip code in which an active annuitant has his’her correspondence address.

C-86



Solicitation No. OPM-01-RFP-0016

The format of thefileis:

Columns Contents
1-5 Zip code (5 digits)
6-6 Comma as delimiter

7 —13 Count of annuitant correspondence addresses in that zip code (7 digits)

----END OF THE STATEMENT OF WORK----
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SECTION D - PACKAGING AND MARKING

D.1 MARKING

The contract number shall be placed on or adjacent to al exterior mailing or shipping labels of deliverable
items called for by the contract.

Interior packages, if any, and exterior shipping containers shall be marked as specified elsawhere in the
contract.

Ddliveries to civilian activities: Supplies shall be marked in accordance with Federal Standard 123, edition in
effect on the date of issuance of the solicitation.

Ddliveries to military activities: Supplies shall be marked in accordance with Military Standard 129, edition in
effect on the date of issuance of the solicitation.

Additiona packaging may be specified in any delivery orders under this contract if applicable.
Mark deliverablesfor:

Frank Titus

U.S. Office of Personnel Management
Office for Long Term Care Implementation
1900 E Street, NW, Room 2H24
Washington, DC 20415

Telephone: (202) 606-1413

Fax: (202) 606-2023

fdtitus@opm.gov

D.2 PACKAGING AND PACKING

A. DOMESTIC SHIPMENT

Materid shal be packaged and packed for shipment in such a manner that will insure acceptance by common
carriers and safe delivery at destination. Containers and closures shall comply with the Interstate Commerce
Commission regulations, Uniform Freight Classfication Rules, National Motor Freight Classfication, or
regulations of other carriers as applicable to the mode of transportation.

B. OVERSEAS SHIPMENT

Supplies shall be packed for overseas shipment in accordance with the best commercia export practice
suitable for water movement to arrive undamaged at ultimate destination.

Additiona packaging and packing may be specified in any delivery orders under this contract.
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SECTION E - INSPECTION AND ACCEPTANCE

E.1 NOTICELISTING CONTRACT CLAUSESINCORPORATED BY REFERENCE

The following contract clauses pertinent to this section are hereby incorporated by reference (by Citation
Number, Title, and Date) in accordance with the clause at FAR "52.252-2 CLAUSES INCORPORATED BY
REFERENCE" in Section | of this contract. See FAR 52.252-2 for an internet address (if specified) for
electronic accessto the full text of a clause.

NUMBER TITLE (FEDERAL ACQUISITION REGULATION (48 CFR DATE
Chapter 1)
52.246-1 CONTRACTOR INSPECTION REQUIREMENTS APR 1984
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SECTION F - DELIVERIES OR PERFORMANCE

F.1 NOTICELISTING CONTRACT CLAUSESINCORPORATED BY REFERENCE

The following contract clauses pertinent to this section are hereby incorporated by reference (by Citation
Number, Title, and Date) in accordance with the clause at FAR "52.252-2 CLAUSES INCORPORATED BY
REFERENCE" in Section | of this contract. See FAR 52.252-2 for an internet address (if specified) for
electronic accessto the full text of aclause.

NUMBER TITLE (FEDERAL ACQUISITION REGULATION (48 CFR DATE
Chapter 1)

52.242-15 STOP-WORK ORDER AUG 1989

52.242-17 GOVERNMENT DELAY OF WORK APR 1984

F.2 PERIOD OF PERFORMANCE

The period of performance of this contract will begin on the date the contract is signed, with enroliment
beginning no later than October 1, 2002. The contract will continue through a period not to exceed 7
years from the date that the contract is signed, with an option to renew the contract for succeeding 7-year
periods.
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SECTION G - CONTRACT ADMINISTRATION DATA

G.1 METHODS OF PAYMENT

(a) Payments under this contract will be made solely by enrollees or enrollees’ representatives. There will
be no payments made by the Government.

(b) Enrollees or their representatives will make payments by:

(1) payroll deduction;

(2) autometic electronic debit; or

(3) direct bill, when options (1) and (2) are not feasible.

(c) The Carrier will provide the Government with the information necessary for Federal and military
payroll officesto execute payroll deduction.

(d) Any changesto the information furnished under paragraph (c) of this clause will be furnished to the
Contracting Officer and agency payroll offices in writing at least 30 days before the effective date of the
change. It isthe Carrier’ s responsibility to furnish these changes promptly to avoid payments to
erroneous addresses or bank accounts.

G.2 CONTRACTING OFFICER'SREPRESENTATIVE

The Contracting Officer may designate in writing one or more Government employees, by name and position
title, to take action for the Contracting Officer under this contract. Each designee shal be identified as a
Contracting Officer's Representative (COR). Such designation(s) shall specify the scope and limitations of the
authority so delegated; provided, that the designee shall not change the terms or conditions of the contract,
unlessthe COR isawarranted Contracting Officer and this authority is delegated in the designation.

G.3 PRICING OF ADJUSTMENTS
When costs are a factor in any determination of a contract price adjustment pursuant to the "Changes' clause,
or any other clause of this contract, such costs shall be in accordance with the contract cost principles and

procedures in Part 31 of the Federa Acquisition Regulation (48 CFR Ch 1) in effect on the date of the
contract.
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SECTION H - SPECIAL CONTRACT REQUIREMENTS

H.1 DISCLOSURE OF INFORMATION

Any information made available to the Contractor by the Government shall be used only for the purpose of
carrying out the provisons of this contract and shall not be divulged or made known in any manner to any
person except as may be necessary in the performance of the contract.

In performance of this contract, the contractor assumes responshility for protection of the confidentiality of
Government records and shall ensure that al work performed by its subcontractors shall be under the
supervision of the contractor or the contractor's responsible employees.

Each officer or employee of the contractor or any of its subcontractors to whom any Government record may
be made available or disclosed shall be notified in writing by the contractor that information disclosed to such
officer or employee can be used only for a purpose and to the extent authorized herein, and that further
disclosure of any such information, by any means, for a purpose or to an extent unauthorized herein, may
subject the offender to crimina sanctionsimposed by 19 U.S.C. 641. That section provides, in pertinent part,
that whoever knowingly convertsto their use or the use of another, or without authority, sdlls, conveys, or
disposes of any record of the United States or whoever receives the same with intent to convert it to their use
of gain, knowing it to have been converted, shall be guilty of a crime punishable by afine of up to $10,000, or
imprisoned up to ten years, or both.
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PART Il - CONTRACT CLAUSES

SECTION | - CONTRACT CLAUSES

.1 NOTICE LISTING CONTRACT CLAUSESINCORPORATED BY REFERENCE

The following contract clauses pertinent to this section are hereby incorporated by reference (by Citation

Number, Title, and Date) in accordance with the clause at FAR "52.252-2 CLAUSES
INCORPORATED BY REFERENCE" in Section | of this contract. See FAR 52.252-2 for an internet

address (if specified) for electronic access to the full text of a clause.

Special Note: Some of the contract clauses in this section are drawn from existing contracts with Federal

Employees Health Benefits and Federal Employees Group Life Insurance Program contractors. We
believe these clauses provide important protections to the Government and enrollees. It isour strong

intent to include them in the FLTCIP contract.

NUMBER

52.203-3
52.203-6

52.203-7
52.203-8

52.203-10

52.203-11

52.203-12

52.204-4

52.204-5

52.209-6

52.215-2

52.215-8

52.219-4

52.219-8

52.219-16
52.219-25

52.222-1

TITLE (FEDERAL ACQUISITION REGULATION (48 CFR
Chapter 1)

GRATUITIES

RESTRICTIONS ON SUBCONTRACTOR SALESTO
GOVERNMENT

ANTI-KICKBACK PROCEDURES

CANCELLATION, RESCISSION, AND RECOVERY OF
FUNDSFOR ILLEGAL OR IMPROPER ACTIVITY

PRICE OR FEE ADJUSTMENT FOR ILLEGAL OR
IMPROPER ACTIVITY

CERTIFICATION AND DISCLOSURE REGARDING
PAYMENTSTO INFLUENCE CERTAIN FEDERAL
TRANSACTIONS

LIMITATION ON PAYMENTSTO INFLUENCE CERTAIN
FEDERAL TRANSACTIONS

PRINTED OR COPIED DOUBLE-SIDED ON RECYCLED
PAPER

WOMEN-OWNED BUSINESS (OTHER THAN SMALL
BUSINESS)

PROTECTING THE GOVERNMENT'SINTEREST WHEN
SUBCONTRACTING WITH CONTRACTORS DEBARRED,
SUSPENDED, OR PROPOSED FOR DEBARMENT
AUDIT AND RECORDS-NEGOTIATION

ORDER OF PRECEDENCE--UNIFORM CONTRACT
FORMAT

NOTICE OF PRICE EVALUATION PREFERENCE FOR
HUBZONE SMALL BUSINESS CONCERNS
UTILIZATION OF SMALL BUSINESS CONCERNS
LIQUIDATED DAMAGES-SUBCONTRACTING PLAN
SMALL DISADVANTAGED BUSINESS PARTICIPATION
PROGRAM—DISADVANTAGED STATUSAND
REPORTING

NOTICE TO THE GOVERNMENT OF LABOR DISPUTES

DATE

APR 1984
JUL 1995

JUL 1995
JAN 1997

JAN 1997

Apr 1991

Jun 1997

Aug 2000
May 1999
Jul 1995

JUN 1999
OCT 1997
JAN 1999
OCT 1999

JAN 1999
OCT 1999

FEB 1997
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52.222-4 CONTRACT WORK HOURSAND SAFETY STANDARDS  SEP 2000
ACT —OVERTIME COMPENSATION
52.222-29 NOTIFICATION OF VISA DENIAL FEB 1999
52.223-14 TOXIC CHEMICAL RELEASE REPORTING OCT 2000
52.224-1 PRIVACY ACT NOTIFICATION APR 1984
52.224-2 PRIVACY ACT APR 1984
52.225-13 RESTRICTIONS ON CERTAIN FOREIGN PURCHASES JUL 2000
52.232-11 EXTRAS APR 1984
52.232-23 ASSIGNMENT OF CLAIMS JAN 1986
52.233-1 DISPUTES—-ALTERNATE DEC 1998
52.233-3 PROTEST AFTER AWARD AUG 1996
52.237-3 CONTINUITY OF SERVICES JAN 1991
52.253-1 COMPUTER GENERATED FORM S JAN 1991

1.2 52.252-2 CLAUSESINCORPORATED BY REFERENCE (FEB 1998)

This contract incorporates one or more clauses by reference, with the same force and effect asiif they

were given in full text. Upon regquest, the Contracting Officer will make their full text available. Also, the

full text of a clause may be accessed electronically at this address: http://www.arnet.gov/far.

1.3 52.202-1 DEFINITIONS (MAY 2001) (DEVIATION)

For purpose of this contract, the following definitions apply:

Authorized Any person, persons, or board (other than the Contracting Officer) authorized

Representative to act for the head of the agency or Secretary.

“Head of theagency”  The Secretary (or Attorney General, Administrator, Governor, Chairperson, or
(also called agency other chief official, as appropriate) of the agency.

head) or Secretary

Subcontractor Any supplier, distributor, vendor, or firm that furnishes supplies or servicesto

or for aprime contractor, or another subcontractor.

Except as otherwise provided in this contract, the term "subcontracts’
includes, but is not limited to, purchase orders and changes and modifications
to purchase orders under this contract.

|.4 52.204-1 APPROVAL OF CONTRACT (DEC 1989)

This contract is subject to the written approval of the Director of the Office of Personnel Management
and shall not be binding until so approved.

1.5 52.215-8 UNIFORM CONTRACT FORMAT (OCT 1997) (DEVIATION)

Any inconsistency in this contract will be resolved by giving precedence in the following descending

order: The Act; any regulations to be issued under chapter 85 of title 5, Code of Federal Regulations; title
48, Code of Federal Regulations; and this contract.
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1.6 52.216-5 PRICE REDETERMINATION-PROSPECTIVE (DEVIATION)

(8) The premium prices stated in this contract will be fixed for the term of the contract, unless the Carrier
and the Contracting Officer agree to a price redetermination.

(b) Premium prices may be redetermined if supported by data that the parties agree is sufficiently
different to warrant a change.

(c) Price redetermination will be made on a class basis only.

(d) Data submission. The Carrier shall submit—

(1) proposed premiums for the next succeeding period, and—

(i) An estimate and breakdown of the costs for long-term care insurance coverage in aformat on which
the parties may agree;

(i1) Sufficient datato support the accuracy and reliability of this estimate;

(iii) An explanation of the differences between this estimate and the original (or last preceding) estimate
for the same insurance coverage

(2) A statement of all costs incurred and claims paid in performing this contract through the end of the 6"
month before the submission of proposed premiums, with sufficient supporting data to disclose unit costs
and cost trends and any other relevant data that the Contracting Officer may reasonable require.

(e) Price redetermination. Upon the Contracting Officer’s receipt of the data required by paragraph (d)
above, the Contracting Officer and the carrier will promptly negotiate to redetermine fair and reasonable
premiums for insurance coverage to be provided in the period following the effective date of price
redetermination.

(f) Contract modifications. Each negotiated redetermination of premiums will be evidenced by a
modification to this contract, signed by the Carrier and the Contracting Officer, stating the premiums that
apply during the redetermination period.

(g) Subcontracts. No subcontract placed under this contract may provide for payment on a cost-plus-a-
percentage-of-cost basis.

(h) Disagreements. If the Carrier and the Contracting Officer fail to agree upon redetermined premiums
within 60 days after the date on which the data required by paragraph (d) above are to be submitted, the
Contracting Officer shall promptly issue a decision in accordance with the Disputes clause. For the
purpose of paragraph (f) above, and pending final settlement of the disagreement on appeal, by failure to
appeal, or by agreement, this decision shall be treated as an executed contract modification. Pending final
settlement, price redetermination for subsequent periods, if any, shall continue to be negotiated as
provided in this clause.

1.7 52.217-8 OPTION TO EXTEND SERVICES (NOV 1999) (DEVIATION)

(a) The Carrier recognizes that the services under this contract are vital to the Government. The Carrier
agrees to continue services without interruption upon contract expiration or termination (including
termination by the Carrier) until a successor is prepared to continue them. The Carrier agreesto (1)
furnish phase-in training and (2) exercise its best efforts and cooperation to effect an orderly and efficient
transition to a successor.

(b) The Carrier will, upon the Contracting Officer’ s written notice, (1) furnish phase-in and phase-out
services for up to 10 months after this contract expires and (2) negotiate in good faith a plan with a
successor to determine the nature and extent of phase-in and phase-out services required. The plan will
specify atraining program and a date for transferring responsibilities for each division of work described
in the plan, and will be subject to the Contracting Officer’s approval. The Carrier will provide sufficient
experienced personnel during the phase-in and phase-out period to ensure that the services called for by
this contract are maintained at the required level of proficiency.

(c) The Carrier will allow as many personnel as practicable to remain on the job to help the successor
maintain the continuity and consistency of the services required by this contract. The Carrier also will
disclose necessary personnel records and allow the successor to conduct onsite interviews with these
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employees. If selected employees are agreeable to the change, the Carrier will release them at a mutually
agreeable date and negotiate transfer of their earned fringe benefits to the successor.
(d) The Carrier will be reimbursed for all reasonable phase-in, phase-out costs (i.e., costs incurred within
the agreed period after contract termination that result from phase-in and phase-out operations) and a
profit amount not to exceed a pro rata portion of the profit amount under this contract. The amount of
profit will be based upon the accurate and timely processing of benefit claims, the volume and validity of
complaints received by OPM, the timeliness and adequacy of reports on operations, and responsiveness
to OPM offices, enrollees, and Congress. In setting the final profit figure, obstacles overcome by the
Carrier during the phase-in and phase-out period will be taken into consideration.

1.8 52.217-9 OPTION TO EXTEND THE TERM OF THE CONTRACT (MAR 2000)
(DEVIATION)

(a) The Government may extend the term of this contract by written notice to the Contractor within 60
days; provided that the Government gives the Contractor a preliminary written notice of itsintent to
extend at least 30 days before the contract expires. The preliminary notice does not commit the
Government to an extension.

(b) If the Government exercises this option, the extended contract shall be considered to include this
option clause.

1.9 52.219-9 SMALL BUSINESS SUBCONTRACTING PLAN (OCT 2000)

(a) This clause does not apply to small business concerns.

(b) Definitions. As used in this clause--

"Commercial item" means a product or service that satisfies the definition of commercial item in section
2.101 of the Federal Acquisition Regulation.

"Commercial plan™ means a subcontracting plan (including goals) that covers the offeror's fiscal year and
that applies to the entire production of commercial items sold by either the entire company or a portion
thereof (e.g., division, plant, or product line).

"Individual contract plan” means a subcontracting plan that covers the entire contract period (including
option periods), applies to a specific contract, and has goals that are based on the offeror’s planned
subcontracting in support of the specific contract, except that indirect costsincurred for common or joint
purposes may be allocated on a prorated basis to the contract.

"Master plan" means a subcontracting plan that contains al the required elements of an individual
contract plan, except goals, and may be incorporated into individual contract plans, provided the master
plan has been approved.

"Subcontract” means any agreement (other than one involving an employer-employee relationship)
entered into by a Federal Government prime Contractor or subcontractor calling for supplies or services
required for performance of the contract or subcontract.

(c) The offeror, upon request by the Contracting Officer, shall submit and negotiate a subcontracting
plan, where applicable, that separately addresses subcontracting with small business, veteran-owned small
business, HUBZone small business concerns, small disadvantaged business, and women-owned small
business concerns. If the offeror is submitting an individual contract plan, the plan must separately
address subcontracting with small business, veteran-owned small business, HUBZone small business,
small disadvantaged business, and women-owned small business concerns, with a separate part for the
basic contract and separate parts for each option (if any). The plan shall be included in and made a part of
the resultant contract. The subcontracting plan shall be negotiated within the time specified by the
Contracting Officer. Failure to submit and negotiate the subcontracting plan shall make the offeror
ineligible for award of a contract.
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(d) The offeror's subcontracting plan shall include the following:
(1) Goals, expressed in terms of percentages of total planned subcontracting dollars, for the use of small
business, veteran-owned small business, HUBZone small business, small disadvantaged business, and
women-owned small business concerns as subcontractors. Service-disabled veteran-owned small business
concerns meet the definition of veteran-owned small business concerns, and offerors may include them
within the subcontracting plan goal for veteran-owned small business concerns. A separate goal for
service-disabled veteran-owned small business concerns is not required. The offeror shall include al
subcontracts that contribute to contract performance, and may include a proportionate share of products
and services that are normally alocated as indirect costs.
(2) A statement of--
(i) Total dollars planned to be subcontracted for an individual contract plan; or the offeror's total
projected sales, expressed in dollars, and the total value of projected subcontracts to support the sales for
acommercial plan;
(ii) Total dollars planned to be subcontracted to small business concerns;
(iii) Total dollars planned to be subcontracted to veteran-owned small business concerns,
(iv) Total dollars planned to be subcontracted to HUBZone small business concerns;
(v) Total dollars planned to be subcontracted to small disadvantaged business concerns; and
(vi) Total dollars planned to be subcontracted to women-owned small business concerns.
(3) A description of the principal types of supplies and services to be subcontracted, and an identification
of the types planned for subcontracting to--
(i) Small business concerns;
(i1) Veteran-owned small business concerns,
(iif) HUBZone small business concerns,
(iv) Small disadvantaged business concerns; and
(v) Women-owned small business concerns.
(4) A description of the method used to develop the subcontracting goals in paragraph (d)(1) of this
clause.
(5) A description of the method used to identify potential sources for solicitation purposes (e.g., existing
company source lists, the Procurement Marketing and Access Network (PRO-Net) of the Small Business
Administration (SBA), veterans service organizations, the National Minority Purchasing Council Vendor
Information Service, the Research and Information Division of the Minority Business Development
Agency in the Department of Commerce, or small, HUBZone, small disadvantaged, and women-owned
small business trade associations). A firm may rely on the information contained in PRO-Net as an
accurate representation of a concern's size and ownership characteristics for the purposes of maintaining a
small, veteran-owned small, HUBZone small, small disadvantaged, and women-owned small business
source list. Use of PRO-Net asits source list does not relieve afirm of its responsibilities (e.g., outreach,
assistance, counseling, or publicizing subcontracting opportunities) in this clause.
(6) A statement asto whether or not the offeror included indirect costs in establishing subcontracting
goals, and a description of the method used to determine the proportionate share of indirect costs to be
incurred with--
(i) Small business concerns;
(i1) Veteran-owned small business concerns;
(iif) HUBZone small business concerns,
(iv) Small disadvantaged business concerns; and
(v) Women-owned small business concerns.
(7) The name of the individual employed by the offeror who will administer the offeror's subcontracting
program, and a description of the duties of the individual.
(8) A description of the efforts the offeror will make to assure that small business, veteran-owned small
business, HUBZone small business, small disadvantaged business, and women-owned small business
concerns have an equitable opportunity to compete for subcontracts.
(9) Assurances that the offeror will include the clause of this contract entitled "Utilization of Small
Business Concerns' in all subcontracts that offer further subcontracting opportunities, and that the
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offeror will require all subcontractors (except small business concerns) that receive subcontracts in excess
of $500,000 ($1,000,000 for construction of any public facility) to adopt a subcontracting plan that
complies with the requirements of this clause.
(10) Assurances that the offeror will--
(i) Cooperate in any studies or surveys as may be required;
(i1) Submit periodic reports so that the Government can determine the extent of compliance by the offeror
with the subcontracting plan;
(iii) Submit Standard Form (SF) 294, Subcontracting Report for Individual Contracts, and/or SF 295,
Summary Subcontract Report, in accordance with paragraph (j) of this clause. The reports shall provide
information on subcontract awards to small business concerns, veteran-owned small business concerns,
service-disabled veteran-owned small business concerns, small disadvantaged business concerns, women-
owned small business concerns, and Historically Black Colleges and Universities and Minority
Institutions. Reporting shall be in accordance with the instructions on the forms or as provided in agency
regulations.
(iv) Ensure that its subcontractors agree to submit SF 294 and SF 295.
(11) A description of the types of records that will be maintained concerning procedures that have been
adopted to comply with the requirements and goals in the plan, including establishing source lists; and a
description of the offeror's efforts to locate small business, veteran-owned small business, HUBZone
small business, small disadvantaged business, and women-owned small business concerns and award
subcontracts to them. The records shall include at least the following (on a plant-wide or company-wide
basis, unless otherwise indicated):
(i) Source lists (e.g., PRO-Net), guides, and other data that identify small business, veteran-owned small
business, HUBZone small business, small disadvantaged business, and women-owned small business
concerns.
(i1) Organizations contacted in an attempt to locate sources that are small business, veteran-owned small
business, HUBZone small business, small disadvantaged business, or women-owned small business
concerns.
(iif) Records on each subcontract solicitation resulting in an award of more than $100,000, indicating--
(A) Whether small business concerns were solicited and, if not, why not;
(B) Whether veteran-owned small business concerns were solicited and, if not, why not;
(C) Whether HUBZone small business concerns were solicited and, if not, why not;
(D) Whether small disadvantaged business concerns were solicited and, if not, why not;
(E) Whether women-owned small business concerns were solicited and, if not, why not; and
(F) If applicable, the reason award was not made to a small business concern.
(iv) Records of any outreach effortsto contact--
(A) Trade associations,
(B) Business development organizations,
(C) Conferences and trade fairs to locate small, HUBZone small, small disadvantaged, and women-owned
small business sources; and
(D) Veterans service organizations.
(v) Records of internal guidance and encouragement provided to buyers through--
(A) Workshops, seminars, training, etc.; and
(B) Monitoring performance to evaluate compliance with the program's requirements.
(vi) On a contract-by-contract basis, records to support award data submitted by the offeror to the
Government, including the name, address, and business size of each subcontractor. Contractors having
commercial plans need not comply with this requirement.
(e) In order to effectively implement this plan to the extent consistent with efficient contract performance,
the Contractor shall perform the following functions:
(1) Assist small business, veteran-owned small business, HUBZone small business, small disadvantaged
business, and women-owned small business concerns by arranging solicitations, time for the preparation
of bids, quantities, specifications, and delivery schedules so as to facilitate the participation by such
concerns. Where the Contractor's lists of potential small business, veteran-owned small business,
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HUBZone small business, small disadvantaged business, and women-owned small business
subcontractors are excessively long, reasonable effort shall be made to give all such small business
concerns an opportunity to compete over a period of time.
(2) Provide adequate and timely consideration of the potentialities of small business, veteran-owned small
business, HUBZone small business, small disadvantaged business, and women-owned small business
concernsin all "make-or-buy" decisions.
(3) Counsdl and discuss subcontracting opportunities with representatives of small business, veteran-
owned small business, HUBZone small business, small disadvantaged business, and women-owned small
business firms.
(4) Provide notice to subcontractors concerning penalties and remedies for misrepresentations of business
status as small, veteran-owned small business, HUBZone small, small disadvantaged, or women-owned
small business for the purpose of obtaining a subcontract that is to be included as part or all of agoal
contained in the Contractor's subcontracting plan.
(f) A master plan on a plant or division-wide basis that contains all the elements required by paragraph (d)
of this clause, except goals, may be incorporated by reference as a part of the subcontracting plan
required of the offeror by this clause; provided--
(1) The master plan has been approved,;
(2) The offeror ensures that the master plan is updated as necessary and provides copies of the approved
master plan, including evidence of its approval, to the Contracting Officer; and
(3) Goals and any deviations from the master plan deemed necessary by the Contracting Officer to satisfy
the requirements of this contract are set forth in the individual subcontracting plan.
(g9) A commercia plan is the preferred type of subcontracting plan for contractors furnishing commercial
items. The commercia plan shall relate to the offeror's planned subcontracting generally, for both
commercia and Government business, rather than solely to the Government contract. Commercia plans
are also preferred for subcontractors that provide commercial items under a prime contract, whether or
not the prime contractor is supplying a commercial item.
(h) Prior compliance of the offeror with other such subcontracting plans under previous contracts will be
considered by the Contracting Officer in determining the responsibility of the offeror for award of the
contract.
(i) The failure of the Contractor or subcontractor to comply in good faith with--
(1) The clause of this contract entitled "Utilization Of Small Business Concerns;" or
(2) An approved plan required by this clause, shall be a material breach of the contract.
(1) The Contractor shall submit the following reports:
(1) Standard Form 294, Subcontracting Report for Individual Contracts. This report shall be submitted
to the Contracting Officer semiannually and at contract completion. The report covers subcontract award
datarelated to this contract. This report is not required for commercial plans.
(2) Sandard Form 295, Summary Subcontract Report. This report encompasses all of the contracts with
the awarding agency. It must be submitted semi-annually for contracts with the Department of Defense
and annually for contracts with civilian agencies. If the reporting activity is covered by a commercial plan,
the reporting activity must report annually all subcontract awards under that plan. All reports submitted at
the close of each fiscal year (both individual and commercial plans) shall include a breakout, in the
Contractor's format, of subcontract awards, in whole dollars, to small disadvantaged business concerns by
North American Industry Classification System (NAICS) Industry Subsector. For a commercial plan, the
Contractor may obtain from each of its subcontractors a predominant NAICS Industry Subsector and
report al awards to that subcontractor under its predominant NAICS Industry Subsector.
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.10 52.219-26 SMALL DISADVANTAGED BUSINESS PARTICIPATION PROGRAM
--INCENTIVE SUBCONTRACTING (OCT 2000) (DEVIATION)

(a) Of the total dollarsit plans to spend under subcontracts, the Contractor has committed itself in its
offer to try to award a certain amount to small disadvantaged business concerns in the North American
Industry Classification System (NAICS) Industry Subsectors as determined by the Department of
Commerce.

(b) If the Contractor exceeds its total monetary target for subcontracting to small disadvantaged business
concerns in the authorized SIC Major Groups, it will receive zero percent of the dollars in excess of the
monetary target, unless the Contracting Officer determines that the excess was not due to the
Contractor's efforts (e.g., a subcontractor cost overrun caused the actual subcontract amount to exceed
that estimated in the offer, or the excess was caused by the award of subcontracts that had been planned
but had not been disclosed in the offer during contract negotiations). Determinations made under this
paragraph are not subject to the Disputes clause of this contract.

1.11 52.222-1 NOTICE TO THE GOVERNMENT OF LABOR DISPUTES (FEB 1997)

If the Contractor has knowledge that any actual or potential labor dispute is delaying or threatens to delay
the timely performance of this contract, the Contractor shall immediately give notice, including all
relevant information, to the Contracting Officer.

1.12 52.222-3 CONVICT LABOR (AUG 1996)

The Contractor agrees not to employ in the performance of this contract any person undergoing a
sentence of imprisonment which has been imposed by any court of a State, the District of Columbia, the
Commonweslth of Puerto Rico, the Virgin Isands, Guam, American Samoa, the Commonwealth of the
Northern Mariana ldlands, or the Trust Territory of the Pacific Idands. This limitation, however, shall
not prohibit the employment by the Contractor in the performance of this contract of persons on parole or
probation to work at paid employment during the term of their sentence or persons who have been
pardoned or who have served their terms. Nor shall it prohibit the employment by the Contractor in the
performance of this contract of persons confined for violation of the laws of any of the States, the District
of Columbia, the Commonwealth of Puerto Rico, the Virgin Iands, Guam, American Samoa, the
Commonwealth of the Northern Mariana Islands, or the Trust Territory of the Pacific Islands who are
authorized to work at paid employment in the community under the laws of such jurisdiction, if-

(a)(1) The worker ispaid or isin an approved work training program on a voluntary basis;

(2) Representatives of local union central bodies or similar labor union organizations have been
consulted;

(3) Such paid employment will not result in the displacement of employed workers, or be applied in
skills, crafts, or trades in which there is a surplus of available gainful labor in the locality, or impair
existing contracts for services; and

(4) Therates of pay and other conditions of employment will not be less than those paid or provided
for work of asimilar nature in the locality in which the work is being performed; and

(b) The Attorney Genera of the United States has certified that the work-release laws or regulations of
the jurisdiction involved are in conformity with the requirements of Executive Order 11755, as amended
by Executive Orders 12608 and 12943.
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.13 52.222-21 PROHIBITION OF SEGREGATED FACILITIES (FEB 1999)

(a) "Segregated facilities," as used in this clause, means any waiting rooms, work areas, rest rooms and
wash rooms, restaurants and other eating areas, time clocks, locker rooms and other storage or dressing
areas, parking lots, drinking fountains, recreation or entertainment areas, transportation, and housing
facilities provided for employees, that are segregated by explicit directive or are in fact segregated on the
basis of race, color, religion, sex, or national origin because of written or oral policies or employee
custom. The term does not include separate or single-user rest rooms or necessary dressing or sleeping
areas provided to assure privacy between the sexes.

(b) The Contractor agrees that it does not and will not maintain or provide for its employees any
segregated facilities at any of its establishments, and that it does not and will not permit its employees to
perform their services at any location under its control where segregated facilities are maintained. The
Contractor agrees that a breach of this clause is a violation of the Equal Opportunity clause in this
contract.

(c) The Contractor shall include this clause in every subcontract and purchase order that is subject to
the Equal Opportunity clause of this contract.

1.14 52.222-26 EQUAL OPPORTUNITY (FEB 1999)

(@) If, during any 12-month period (including the 12 months preceding the award of this contract), the
Contractor has been or is awarded nonexempt Federal contracts and/or subcontracts that have an
aggregate value in excess of $10,000, the Contractor shall comply with subparagraphs (b)(1) through
(11) of this clause. Upon request, the Contractor shall provide information necessary to determine the
applicability of this clause.

(b) During performance of this contract, the Contractor agrees as follows:

(1) The Contractor shall not discriminate against any employee or applicant for employment because of
race, color, religion, sex, or national origin. However, it shall not be a violation of this clause for the
Contractor to extend a publicly announced preference in employment to Indians living on or near an
Indian reservation, in connection with employment opportunities on or near an Indian reservation, as
permitted by 41 CFR 60-1.5.

(2) The Contractor shall take affirmative action to ensure that applicants are employed, and that
employees are treated during employment, without regard to their race, color, religion, sex, or national
origin. This shall include, but not be limited to--

(i) Employment;

(i) Upgrading;

(iii) Demotion;

(iv) Transfer;

(v) Recruitment or recruitment advertising;

(vi) Layoff or termination;

(vii) Rates of pay or other forms of compensation; and

(viii) Selection for training, including apprenticeship.

(3) The Contractor shall post in conspicuous places available to employees and applicants for
employment the notices to be provided by the Contracting Officer that explain this clause.

(4) The Contractor shall, in al solicitations or advertisements for employees placed by or on behalf of
the Contractor, state that all qualified applicants will receive consideration for employment without
regard to race, color, religion, sex, or national origin.

(5) The Contractor shall send, to each labor union or representative of workers with which it has a
collective bargaining agreement or other contract or understanding, the notice to be provided by the
Contracting Officer advising the labor union or workers' representative of the Contractor's commitments
under this clause, and post copies of the notice in conspicuous places available to employees and
applicants for employment.
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(6) The Contractor shall comply with Executive Order 11246, as amended, and the rules, regulations,
and orders of the Secretary of Labor.

(7) The Contractor shall furnish to the contracting agency all information required by Executive Order
11246, as amended, and by the rules, regulations, and orders of the Secretary of Labor. The Contractor
shall also file Standard Form 100 (EEO-1), or any successor form, as prescribed in 41 CFR part 60-1.
Unless the Contractor has filed within the 12 months preceding the date of contract award, the
Contractor shall, within 30 days after contract award, apply to either the regional Office of Federal
Contract Compliance Programs (OFCCP) or the local office of the Equal Employment Opportunity
Commission for the necessary forms.

(8) The Contractor shall permit accessto its premises, during normal business hours, by the contracting
agency or the OFCCP for the purpose of conducting on-site compliance evaluations and complaint
investigations. The Contractor shall permit the Government to inspect and copy any books, accounts,
records (including computerized records), and other material that may be relevant to the matter under
investigation and pertinent to compliance with Executive Order 11246, as amended, and rules and
regulations that implement the Executive Order.

(9) If the OFCCP determines that the Contractor is not in compliance with this clause or any rule,
regulation, or order of the Secretary of Labor, this contract may be canceled, terminated, or suspended in
whole or in part and the Contractor may be declared ineligible for further Government contracts, under
the procedures authorized in Executive Order 11246, as amended. In addition, sanctions may be imposed
and remedies invoked against the Contractor as provided in Executive Order 11246, as amended; in the
rules, regulations, and orders of the Secretary of Labor; or as otherwise provided by law.

(10) The Contractor shall include the terms and conditions of subparagraphs (b)(1) through (11) of this
clause in every subcontract or purchase order that is not exempted by the rules, regulations, or orders of
the Secretary of Labor issued under Executive Order 11246, as amended, so that these terms and
conditions will be binding upon each subcontractor or vendor.

(11) The Contractor shall take such action with respect to any subcontract or purchase order asthe
Contracting Officer may direct as a means of enforcing these terms and conditions, including sanctions
for noncompliance, provided, that if the Contractor becomes involved in, or is threatened with, litigation
with a subcontractor or vendor as a result of any direction, the Contractor may request the United States
to enter into the litigation to protect the interests of the United States.

(c) Notwithstanding any other clause in this contract, disputes relative to this clause will be governed
by the proceduresin 41 CFR 60-1.1.

1.15 52.222-29 NOTIFICATION OF VISA DENIAL (FEB 1999) (FAR)

It isaviolation of Executive Order 11246, as amended, for a Contractor to refuse to employ any
applicant or not to assign any person hired in the United States, on the basis that the individual's race,
color, religion, sex, or national origin is not compatible with the policies of the country where the work is
to be performed or for whom the work will be performed (41 CFR 60-1.10). The Contractor agrees to
notify the U.S. Department of State, Assistant Secretary, Bureau of Political-Military Affairs (PM), 2201
C Street NW, Room 7325, Washington, DC 20520, and the U.S. Department of Labor, Deputy Assistant
Secretary for Federal Contract Compliance, when it has knowledge of any employee or potential
employee being denied an entry visato a country in which the Contractor is required to perform this
contract, and it believes the denial is attributable to the race, color, religion, sex, or national origin of the
employee or potential employee.

1.16 52.222-35 AFFIRMATIVE ACTION FOR DISABLED VETERANS AND VETERANS OF
THE VIETNAM ERA (APR 1998)

(a) Definitions as used in this clause—
I-10
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“All employment openings’ includes all positions except executive and top management, those
positions that will be filled from within the contractor’s organization, and positions lasting 3 days or less.
This term includes full-time employment, temporary employment of more than 3 days' duration, and
part-time employment.

"Appropriate office of the State employment service system,” means the local office of the Federal-State
national system of public employment offices with assigned responsibility to serve the area where the
employment opening isto be filled, including the District of Columbia, Guam, the Commonwealth of
Puerto Rico, and the Virgin Islands.

“Positions that will be filled from within the Contractor’ s organization” means employment openings
for which no consideration will be given to persons outside the Contractor’s organization (including any
affiliates, subsidiaries, and parent companies) and includes any openings that the Contractor proposes to
fill from regularly established “recal” lists. The exception does not apply to a particular opening once an
employer decides to consider applicants outside of its organization.

“Veteran of the Vietnam era’ means a person who—

(1) Served on active duty for a period of more than 180 days, any part of which occurred between
August 5, 1964, and May 7, 1975, and was discharged or released therefrom with other than a
dishonorable discharge; or

(2) Was discharged or released from active duty for a service-connected disability if any part of such
active duty was performed between August 5, 1964, and May 7, 1975.

(b) General. (1) Regarding any position for which the employee or applicant for employment is
qualified, the Contractor shall not discriminate against the individual because the individual is a disabled
veteran or a veteran of the Vietnam Era. The Contractor agrees to take affirmative action to employ,
advance in employment, and otherwise treat qualified disabled veterans and veterans of the Vietnam Era
without discrimination based upon their disability or veterans statusin all employment practices such as -

(i) Employment;

(i) Upgrading;

(iii) Demotion or transfer;

(iv) Recruitment;

(v) Advertising;

(vi) Layoff or termination;

(vii) Rates of pay or other forms of compensation; and

(viii) Selection for training, including apprenticeship.

(2) The Contractor agrees to comply with the rules, regulations, and relevant orders of the Secretary of
Labor (Secretary) issued under the Vietnam Era Veterans Readjustment Assistance Act of 1972 (the
Act), as amended.

(c) Listing openings. (1) The Contractor agreesto list all employment openings existing at contract
award or occurring during contract performance, at an appropriate office of the State employment service
system in the locality where the opening occurs. These openings include those occurring at any
Contractor facility, including one not connected with performing this contract. An independent corporate
affiliate is exempt from this requirement.

(2) State and local government agencies holding Federal contracts of $10,000 or more shall also list all
employment openings with the appropriate office of the State employment service.

(3) Thelisting of employment openings with the State employment service system isrequired at least
concurrently with using any other recruitment source or effort and involves the obligations of placing a
bona fide job order, including accepting referrals of veterans and non-veterans. This listing does not
require hiring any particular job applicant or hiring from any particular group of job applicants and is not
intended to relieve the Contractor from any requirements of Executive orders or regulations concerning
nondiscrimination in employment.

(4) Whenever the Contractor becomes contractually bound to the listing terms of this clause, it shall
advise the State employment service system, in each State where it has establishments, of the name and
location of each hiring location in the State. Aslong as the Contractor is contractually bound to these
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terms and has so advised the State system, it need not advise the State system of subsequent contracts.
The Contractor may advise the State system when it is no longer bound by this contract clause.

(d) Applicability. This clause does not apply to the listing of employment openings that occur and are

filled outside the 50 States, the District
of Columbia, the Commonwealth of Puerto Rico, Guam, and the Virgin Islands.

(e) Postings. (1) The Contractor agreesto post employment notices stating (i) the Contractor's
obligation under the law to take affirmative action to employ and advance in employment qualified
disabled veterans and veterans of the Vietnam era, and (ii) the rights of applicants and employees.

(2) These notices shall be posted in conspicuous places that are available to employees and applicants
for employment. They shall be in aform prescribed by the Deputy Assistant Secretary for Federal
Contract Compliance Programs, Department of Labor (Deputy Assistant Secretary), and provided by or
through the Contracting Officer.

(3) The Contractor shall notify each labor union or representative of workers with which it has a
collective bargaining agreement or other contract understanding, that the Contractor is bound by the
terms of the Act, and is committed to take affirmative action to employ, and advance in employment,
qualified disabled veterans and veterans of the Vietnam era.

(f) Noncompliance. If the Contractor does not comply with the requirements of this clause, appropriate
actions may be taken under the rules, regulations, and relevant orders of the Secretary issued pursuant to
the Act.

(g9) Subcontracts. The Contractor shall include the terms of this clause in every subcontract or purchase
order of $10,000 or more unless exempted by rules, regulations, or orders of the Secretary. The
Contractor shall act as specified by the Deputy Assistant Secretary to enforce the terms, including action
for noncompliance.

1.17 52.222-36 AFFIRMATIVE ACTION FOR WORKERSWITH DISABILITIES (JUN 1998)

(a) General. (1) Regarding any position for which the employee or applicant for employment is
qualified, the Contractor shall not discriminate against any employee or applicant because of physical or
mental disability. The Contractor agrees to take affirmative action to employ, advance in employment,
and otherwise treat qualified individuals with disabilities without discrimination based upon their physical
or mental disabilitiesin all employment practices such as -

(i) Recruitment. Advertising, and job application procedures;

(i) Hiring, upgrading, promotion, award of tenure, demotion, transfer, layoff, termination, right of
return from layoff, and rehiring;

(iii) Rates of pay or any other form of compensation and changes in compensation;

(iv) Job assignments, job classifications, organizational structures, position descriptions, lines of
progression, and seniority lists;

(v) Leaves of absence, sick leave, or any other leave;

(vi) Fringe benefits available by virtue of employment, whether or not administered by the Contractor;

(vii) Selection and financial support for training, including apprenticeships, professional meetings,
conferences, and other related activities, and selection for leaves of absence to pursue training;

(viii) Activities sponsored by the Contractor, including social or recreational programs; and

(ix) Any other term, condition, or privilege of employment.

(2) The Contractor agrees to comply with the rules, regulations, and relevant orders of the Secretary of
Labor (Secretary) issued under the Rehabilitation Act of 1973 (29 U.S.C. 793) (the Act), as amended.

(b) Postings. (1) The Contractor agrees to post employment notices stating (i) the Contractor's
obligation under the law to take affirmative action to employ and advance in employment qualified
individuals with disabilities; and (ii) the rights of applicants and employees.

(2) These notices shall be posted in conspicuous places that are available to employees and applicants
for employment. The Contractor shall ensure that applicants and employees with disabilities are informed
of the contents of the notice (e.g., the Contractor may have the notice read to a visually disabled
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individual, or may lower the posted notice so that it might be read by a person in awheelchair). The
notices shal be in aform prescribed by the Deputy Assistant Secretary for Federal Contract Compliance
of the U.S. Department of Labor (Deputy Assistant Secretary), and shall be provided by or through the
Contracting Officer.

(3) The Contractor shall notify each labor union or representative of workers with which it has a
collective bargaining agreement or other contract understanding, that the Contractor is bound by the
terms of Section 503 of the Act and is committed to take affirmative action to employ, and advance in
employment, qualified individuals with physical or mental disabilities.

(c) Noncompliance. If the Contractor does not comply with the requirements of this clause,
appropriate actions may be taken under the rules, regulations, and relevant orders of the Secretary issued
pursuant to the Act.

(d) Subcontracts. The Contractor shall include the terms of this clause in every subcontract or
purchase order in excess of $10,000 unless exempted by rules, regulations, or orders of the Secretary.
The Contractor shall act as specified by the Deputy Assistant Secretary to enforce the terms, including
action for noncompliance.

1.18 52.222-37 EMPLOYMENT REPORTS ON DISABLED VETERANS AND VETERANS OF
THE VIETNAM ERA (JAN 1999)

(a) Unless the Contractor is a State or local government agency, the Contractor shall report at least
annually, as required by the Secretary of Labor, on--

(1) The number of disabled veterans and the number of veterans of the Vietnam erain the workforce of
the contractor by job category and hiring location; and

(2) The total number of new employees hired during the period covered by the report, and of that total,
the number of disabled veterans, and the number of veterans of the Vietnam era.

(b) The above items shall be reported by completing the form entitled "Federal Contractor Veterans
Employment Report VETS-100."

(c) Reports shall be submitted no later than September 30 of each year beginning September 30, 1988.
(d) The employment activity report required by paragraph (a)(2) of this clause shall reflect total hires
during the most recent 12-month period as of the ending date selected for the employment profile report

required by paragraph (a)(1) of this clause. Contractors may select an ending date:

(1) Asof the end of any pay period during the period January through March 1st of the year the report
is due, or

(2) As of December 31, if the contractor has previous written approval from the Equal Employment
Opportunity Commission to do so for purposes of submitting the Employer Information Report EEO-1
(Standard Form 100).

(e) The count of veterans reported according to paragraph (a) of this clause shall be based on voluntary
disclosure. Each Contractor subject to the reporting requirements at 38 U.S.C. 4212 shall invite all
disabled veterans and veterans of the Vietnam erawho wish to benefit under the affirmative action
program at 38 U.S.C. 4212 to identify themselves to the Contractor. The invitation shall state that the
information is voluntarily provided; that the information will be kept confidential; that disclosure or
refusal to provide the information will not subject the applicant or employee to any adverse treatment;
and that the information will be used only in accordance with the regulations promulgated under 38
U.S.C. 4212.

(f) Subcontracts. The Contractor shall include the terms of this clause in every subcontract or purchase
order of $10,000 or more unless exempted by rules, regulations, or orders of the Secretary.

1.19 52.223-6 DRUG-FREE WORKPLACE (JAN 1997)

(a) Definitions. Asused in this clause--
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"Controlled substance" means a controlled substance in schedules | through V of section 202 of the
Controlled Substances Act (21 U.S.C. 812) and as further defined in regulation at 21 CFR 1308.11-
1308.15.

"Conviction" means a finding of guilt (including a plea of nolo contendere) or imposition of sentence,
or both, by any judicial body charged with the responsibility to determine violations of the Federal or
State criminal drug statutes.

"Criminal drug statute" means a Federal or non-Federal criminal statute involving the manufacture,
distribution, dispensing, possession or use of any controlled substance.

"Drug-free workplace" means the site(s) for the performance of work done by the Contractor in
connection with a specific contract at which employees of the Contractor are prohibited from engaging in
the unlawful manufacture, distribution, dispensing, possession, or use of a controlled substance.

"Employee" means an employee of a Contractor directly engaged in the performance of work under a
Government contract. Directly engaged is defined to include al direct cost employees and any other
Contractor employee who has other than a minimal impact or involvement in contract performance.

"Individual" means an offeror/contractor that has no more than one employee including the
offeror/contractor.

(b) The Contractor, if other than an individual, shall - within 30 days after award (unless alonger period
is agreed to in writing for contracts of 30 days or more performance duration); or as soon as possible for
contracts of less than 30 days performance duration -

(1) Publish a statement notifying its employees that the unlawful manufacture, distribution, dispensing,
possession, or use of a controlled substance is prohibited in the contractor's workplace and specifying the
actions that will be taken against employees for violations of such prohibition (2) Establish an ongoing
drug-free awareness program to inform such employees about-

(i) The dangers of drug abuse in the workplace;

(i1) The contractor's policy of maintaining a drug-free workplace;

(iii) Any available drug counseling, rehabilitation, and employee assistance programs; and

(iv) The penalties that may be imposed upon employees for drug abuse violations occurring in the
workplace.

(3) Provide all employees engaged in performance of the contract with a copy of the statement required
by subparagraph (b)(1) of this clause;

(4) Notify such employees in writing in the statement required by subparagraph (b)(1) of this clause
that, as a condition of continued employment on this contract, the employee will -

(i) Abide by the terms of the statement; and

(i1) Notify the employer in writing of the employee's conviction under a criminal drug statute for a
violation occurring in the workplace no later than 5 days after such conviction.

5) Notify the Contracting Officer in writing within 10 days after receiving notice under subdivision
(b)(4)(ii) of this clause, from an employee or otherwise receiving actual notice of such conviction. The
notice shall include the position title of the employee;

(6) Within 30 days after receiving notice under subdivision (b)(4)(ii) of this clause of a conviction, take
one of the following actions with respect to any employee who is convicted of a drug abuse violation
occurring in the workplace:

(i) Taking appropriate personnel action against such employee, up to and including termination; or

(i) Require such employee to satisfactorily participate in a drug abuse assistance or rehabilitation
program approved for such purposes by a Federal, State, or local health, law enforcement, or other
appropriate agency; and

(7) Make a good faith effort to maintain a drug-free workplace through implementation of
subparagraphs (b)(1) through (b)(6) of this clause.

(c) The Contractor, if an individual, agrees by award of the contract or acceptance of a purchase order,
not to engage in the unlawful manufacture, distribution, dispensing, possession, or use of a controlled
substance while performing this contract.

(d) In addition to other remedies available to the Government, the Contractor's failure to comply with
the requirements of paragraph (b) or (c) of this clause may, pursuant to FAR 23.506, render the
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Contractor subject to suspension of contract payments, termination of the contract for default, and
suspension or debarment.

1.20 52.227-1 AUTHORIZATION AND CONSENT (JUL 1995)

(8) The Government authorizes and consents to all use and manufacture, in performing this contract or
any subcontract at any tier, of any invention described in and covered by a United States patent (1)
embodied in the structure or composition of any article the delivery of which is accepted by the
Government under this contract or (2) used in machinery, tools, or methods whose use necessarily results
from compliance by the Contractor or a subcontractor with (i) specifications or written provisions
forming a part of this contract or (ii) specific written instructions given by the Contracting Officer
directing the manner of performance. The entire liability to the Government for infringement of a patent
of the United States shall be determined solely by the provisions of the indemnity clause, if any, included
in this contract or any subcontract hereunder (including any lower-tier subcontract), and the Government
assumes liability for all other infringement to the extent of the authorization and consent herein above
granted.

(b) The Contractor agrees to include, and require inclusion of, this clause, suitably modified to identify
the parties, in al subcontracts at any tier for supplies or services (including construction, architect-
engineer services, and materials, supplies, models, samples, and design or testing services expected to
exceed the simplified acquisition threshold); however, omission of this clause from any subcontract,
including those at or below the simplified acquisition threshold, does not affect this authorization and
consent.

1.21 52.227-2 NOTICE AND ASSISTANCE REGARDING PATENT AND COPYRIGHT
INFRINGEMENT (AUG 1996)

(&) The Contractor shall report to the Contracting Officer, promptly and in reasonable written detail,
each notice or claim of patent or copyright infringement based on the performance of this contract of
which the contractor has knowledge.

(b) Inthe event of any claim or suit against the Government on account of any alleged patent or
copyright infringement arising out of the performance of this contract or out of the use of any supplies
furnished or work or services performed under this contract, the Contractor shall furnish to the
Government, when requested by the Contracting Officer, all evidence and information in possession of
the Contractor pertaining to such suit or claim. Such evidence and information shall be furnished at the
expense of the Government except where the Contractor has agreed to indemnify the Government.

(c) The Contractor agreesto include, and require inclusion of, this clause, in all subcontracts at any tier
for supplies or services (including construction and architect-engineer subcontracts and those for
materials, supplies, models, samples, or design or testing services) expected to exceed the simplified
acquisition threshold at FAR 2.101.

.22 52.229-3 FEDERAL, STATE, AND LOCAL TAXES (JAN 1991)

(a) "Contract date," as used in this clause, means the date set for bid opening or, if thisis a negotiated
contract or a modification, the effective date of this contract or modification.

"All applicable Federal, State, and local taxes and duties," as used in this clause, means all taxes and
duties, in effect on the contract date, that the taxing authority isimposing and collecting on the
transactions or property covered by this contract.

"After-imposed Federa tax," as used in this clause, means any new or increased Federal excise tax or
duty, or tax that was exempted or excluded on the contract date but whose exemption was later revoked
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or reduced during the contract period, on the transactions or property covered by this contract that the
Contractor is required to pay or bear as the result of legidative, judicial, or administrative action taking
effect after the contract date. It does not include social security tax or other employment taxes.

"After-relieved Federa tax," as used in this clause, means any amount of Federal excise tax or duty,
except social security or other employment taxes, that would otherwise have been payable on the
transactions or property covered by this contract, but which the Contractor is not required to pay or bear,
or for which the Contractor obtains arefund or drawback, as the result of legidative, judicial, or
administrative action taking effect after the contract date.

(b) The contract price includes al applicable Federal, State, and local taxes and duties.

(c) The contract price shall be increased by the amount of any after-imposed Federal tax, provided the
Contractor warrants in writing that no amount for such newly imposed Federal excise tax or duty or rate
increase was included in the contract price, as a contingency reserve or otherwise.

(d) The contract price shall be decreased by the amount of any after-relieved Federal tax.

(e) The contract price shall be decreased by the amount of any Federal excise tax or duty, except socia
security or other employment taxes, that the Contractor is required to pay or bear, or does not obtain a
refund of, through the Contractor's fault, negligence, or failure to follow instructions of the Contracting
Officer.

(f) No adjustment shall be made in the contract price under this clause unless the amount of the
adjustment exceeds $250.

(g) The Contractor shall promptly notify the Contracting Officer of all matters relating to any Federal
excise tax or duty that reasonably may be expected to result in either an increase or decrease in the
contract price and shall take appropriate action as the Contracting Officer directs.

(h) The Government shall, without liability, furnish evidence appropriate to establish exemption from
any Federal, State, or local tax when the Contractor requests such evidence and a reasonable basis exists
to sustain the exemption.

|.23 52.229-5 TAXES- CONTRACTS PERFORMED IN U.S. POSSESSIONS OR PUERTO
RICO (APR 1984)

The term "local taxes," as used in the Federal, State, and local taxes clause of this contract, includes taxes
imposed by a possession of the United States or by Puerto Rico.

.24 52.232-1 PAYMENTS (DEVIATION)

(a)(1) The Carrier will provide a notice to each payroll office for payments to be made by payroll
deduction. The notice will provide each enrollee’ s name, social security number, and amount of premium
to be withheld. This may include premium payments for a spouse and other qualified relatives. Each
payroll office will transmit premiums to the Carrier via electronic funds transfer on its specified pay date.
Premiums will continue to be withheld from each enrollee’s pay until the Carrier notifies a payroll office
of achange in enrollment or premiums.

(2) The Carrier will provide each payroll office with periodic notices providing changes, additions, and
deletions to its employees’ premium withholdings via payroll deductions.

(3) When an enrollee’ s pay is insufficient to pay premiums, no deduction will be made. The payroll office
will notify the Carrier of the pay insufficiency. The Carrier will subsequently cause the enrollee to submit
an authorization for electronic funds transfer of premium payments.

(b) The Carrier will provide the same information as specified in (a)(1) and (2) to the Office of Personnel
Management for civilian annuitants and to the Department of Defense for military retirees who choose to
have premiums deducted from their annuities. Each retirement system will provide the Carrier with the
information specified in (a)(3) for these enrollees.
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(c) (1) For each enrollee who does not pay premiums via payroll deduction, the Carrier will, asa
condition of enrollment, cause the enrollee to submit an authorization for electronic funds transfer of
premium payments.
(2) The Carrier will collect premiums on a monthly basis from such enrollees. Payment will be considered
as being made on the date of the electronic funds transfer.
(3) If premiums cannot be collected because of insufficient funds in the enrollee’s account, the Carrier
will contact the enrollee immediately and attempt a second fund transfer within 7 days. If funds are still
insufficient to pay premiums, the Carrier will send alapse notice to the enrollee.

1.25 52.232-17 INTEREST (JUN 1996)

(8) Except as otherwise provided in this contract under a Price Reduction for Defective Cost or Pricing
Data clause or a Cost Accounting Standards clause, al amounts that become payable by the Contractor
to the Government under this contract shall bear smple interest from the date due until paid unless paid
within 30 days of becoming due. The interest rate shall be the interest rate established by the Secretary of
the Treasury as provided in Section 12 of the Contract Disputes Act of 1978 (Public Law 95-563), which
is applicable to the period in which the amount becomes due, as provided in paragraph (b) of this clause,
and then at the rate applicable for each six-month period as fixed by the Secretary until the amount is
paid.

(b) Amounts shall be due at the earliest of the following dates:

(1) The date fixed under this contract.

(2) The date of the first written demand for payment consistent with this contract, including any
demand resulting from a default termination.

(3) The date the Government transmits to the Contractor a proposed supplemental agreement to
confirm completed negotiations establishing the amount of debt.

(4) If this contract provides for revision of prices, the date of written notice to the Contractor stating
the amount of refund payable in connection with a pricing proposal or a negotiated pricing agreement not
confirmed by contract modification.

(c) Theinterest charge made under this clause may be reduced under the procedures prescribed in
32.614-2 of the Federal Acquisition Regulation in effect on the date of this contract.

|.26 52.233-1 DISPUTES (DEC 1998)

(a) This contract is subject to the Contract Disputes Act of 1978, as amended (41 U.S.C. 601-613).

(b) Except as provided in the Act, al disputes arising under or relating to this contract shall be resolved
under this clause.

(c) "Claim," as used in this clause, means a written demand or written assertion by one of the
contracting parties seeking, as a matter of right, the payment of money in a sum certain, the adjustment or
interpretation of contract terms, or other relief arising under or relating to this contract. A claim arising
under a contract, unlike a claim relating to that contract, is a claim that can be resolved under a contract
clause that provides for the relief sought by the claimant. However, awritten demand or written assertion
by the Contractor seeking the payment of money exceeding $100,000 is not a claim under the Act until
certified as required by subparagraph (d)(2) of this clause. A voucher, invoice, or other routine request
for payment that is not in dispute when submitted is not a claim under the Act. The submission may be
converted to a claim under the Act, by complying with the submission and certification requirements of
this clause, if it is disputed either as to liability or amount or is not acted upon in areasonable time.

(d)(2) A claim by the Contractor shall be made in writing and, unless otherwise stated in this contract,
submitted within 6 years after accrua of the claim to the Contracting Officer for a written decision. A
claim by the Government against the Contractor shall be subject to a written decision by the Contracting
Officer.
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(2)(i) The Contractor shall provide the certification specified in paragraph (d)(2)(iii) of this clause when
submitting any claim exceeding $100,000.

(ii) The certification requirement does not apply to issues in controversy that have not been submitted
asall or part of aclaim.

(iii) The certification shall state as follows: "I certify that the claim is made in good faith; that the
supporting data are accurate and complete to the best of my knowledge and belief; that the amount
requested accurately reflects the contract adjustment for which the Contractor believes the Government is
liable; and that 1 am duly authorized to certify the claim on behalf of the Contractor."

(3) The certification may be executed by any person duly authorized to bind the Contractor with
respect to the claim.

(e) For Contractor claims of $100,000 or less, the Contracting Officer mugt, if requested in writing by
the Contractor, render a decision within 60 days of the request. For Contractor-certified claims over
$100,000, the Contracting Officer must, within 60 days, decide the claim or notify the Contractor of the
date by which the decision will be made.

(f) The Contracting Officer's decision shall be final unless the Contractor appeals or files a suit as
provided in the Act.

(g) If the claim by the Contractor is submitted to the Contracting Officer or a claim by the Government
is presented to the Contractor, the parties, by mutual consent, may agree to use alternative dispute
resolution (ADR). If the Contractor refuses an offer for ADR, the Contractor shal inform the
Contracting Officer, in writing, of the Contractor's specific reasons for rejecting the offer.

(h) The Government shall pay interest on the amount found due and unpaid from (1) the date that the
Contracting Officer receives the claim (certified, if required); or (2) the date that payment otherwise
would be due, if that date is later, until the date of payment. With regard to claims having defective
certifications, as defined in FAR 33.201, interest shall be paid from the date that the Contracting Officer
initially receives the claim. Simple interest on claims shall be paid at the rate, fixed by the Secretary of the
Treasury as provided in the Act, which is applicable to the period during which the Contracting Officer
receives the claim and then at the rate applicable for each 6-month period as fixed by the Treasury
Secretary during the pendency of the claim.

(i) The Contractor shall proceed diligently with performance of this contract, pending final resolution of
any request for relief, claim, appeal, or action arising under or relating to the contract, and comply with
any decision of the Contracting Officer.

1.27 52.242-13 BANKRUPTCY (JUL 1995)

In the event the Contractor entersinto proceedings relating to bankruptcy, whether voluntary or
involuntary, the Contractor agrees to furnish, by certified mail or electronic commerce method authorized
by the contract, written notification of the bankruptcy to the Contracting Office responsible for
administering the contract. This notification shall be furnished within five days of the initiation of the
proceedings relating to bankruptcy filing. This notification shall include the date on which the bankruptcy
petition was filed, the identity of the court in which the bankruptcy petition was filed, and a listing of
Government contract numbers and contracting offices for all Government contracts against which final
payment has not been made. This obligation remains in effect until final payment under this contract.

1.28 52.243-1 CHANGES (AUG 1987) (DEVIATION)

(a) The Contracting Officer may at any time, by written order, make changes within the general scope of
this contract in any one or more of the following:

(1) Description of servicesto be performed.

(2) Time of performance (i.e.: hours of the day, days of the week, etc.).

(3) Place of performance of the services.
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(4) Description of benefits to be provided.
(b) If any such change causes an increase or decrease in the cost of, or the time required for, performance
of any part of the work under this contract, or the Carrier’ s liability under this contract, whether or not
changed by the order, the Contracting Officer will make an equitable adjustment in the contract price, the
delivery schedule, or both, and will modify the contract.
(c) The Carrier must assert itsright to an adjustment under this clause within 30 days from the date of
receipt of the written order. However, if the Contracting Officer decides that the facts justify it, the
Contracting Officer may receive and act upon a proposal submitted before final payment of the contract.
(d) If the Carrier’s proposal includes the cost of property made obsolete or excess by the change, the
Contracting Officer will have the right to prescribe the manner of the disposition of the property.
(e) Failureto agree to any adjustment will be a dispute under the Disputes clause. However, nothing in
this clause will excuse the Carrier from proceeding with the contract as changed.

1.29 52.246-4 INSPECTION OF SERVICES—FIXED-PRICE (AUG 1996) (DEVIATION)

() The Government or its agent has the right to inspect and evaluate the work performed or being
performed under the contract, and the premises where the work is being performed, at all reasonable
times and in a manner that will not unduly delay the work. 1f the Government or its agent performs
inspection or evaluation on the premises of the Carrier or a subcontractor, the Carrier will furnish and
reguire the subcontractor to furnish all reasonable facilities and assistance for the safe and convenient
performance of these duties.

(b) The Carrier agreesto insert this clause in all subcontracts for underwriting and administrative services
and will substitute “Contractor” or other appropriate reference for the term “Carrier.”

1.30 52.247-63 PREFERENCE FOR U.S.-FLAG AIR CARRIERS (JAN 1997)

(a) "International air transportation,” as used in this clause, means transportation by air between a place
in the United States and a place outside the United States or between two places both of which are
outside the United States.

"United States,” as used in this clause, means the 50 States, the District of Columbia, the
Commonweslth of Puerto Rico, and possessions of the United States.

"U.S.-flag air carrier,” as used in this clause, means an air carrier holding a certificate under 49 U.S.C.
Chapter 411).

(b) Section 5 of the International Air Transportation Fair Competitive Practices Act of 1974 (49 U.S.C.
1517) (Fly America Act) requires that all Federal agencies and Government contractors and
subcontractors use U.S. -flag air carriers for U.S. Government-financed international air transportation of
personnel (and their personal effects) or property, to the extent that service by those carriersis available.
It requires the Comptroller General of the United States, in the absence of satisfactory proof of the
necessity for foreign-flag air transportation, to disallow expenditures from funds, appropriated or
otherwise established for the account of the United States, for international air transportation secured
aboard aforeign-flag air carrier if aU.S.-flag air carrier is available to provide such services.

(c) The Contractor agrees, in performing work under this contract, to use U.S.-flag air carriers for
international air transportation of personnel (and their personal effects) or property to the extent that
service by those carriers is available.

(d) In the event that the Contractor selects a carrier other than a U.S.-flag air carrier for international air
transportation, the Contractor shall include a statement on vouchers involving such transportation
essentially as follows:

STATEMENT OF UNAVAILABILITY OF U.S.-FLAG AIR CARRIERS
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International air transportation of persons (and their personal effects) or property by U.S.-flag air
carrier was not available or it was necessary to use foreign-flag air carrier service for the following
reasons (see section 47.403 of the Federal Acquisition Regulation):
(State reasons): (End of statement)
(e) The Contractor shall include the substance of this clause, including this paragraph (€), in each
subcontract or purchase under this contract that may involve international air transportation.

.31 52.249-2 TERMINATION FOR THE CONVENIENCE OF THE GOVERNMENT (Fixed-Rate)
(SEP 1996) (DEVIATION)

() The Government may terminate performance of work under this contract in whole or, from time to
time, in part if the Contracting Officer determines that a termination is in the Government’s interest. The
Contracting Officer will terminate by delivering to the Carrier a Notice of Termination specifying the
extent of termination and the effective date.

(b) After receipt of aNotice of Termination, and except as directed by the Contracting Officer, the
Carrier will immediately proceed with the following obligations, regardless of any delay in determining or
adjusting any amounts due under this clause:

(1) Stop work as specified in the notice.

(2) Place no further subcontracts except as necessary to complete the continued portion of the contract.
(3) Terminate all subcontracts to the extent they relate to the work terminated, unless directed otherwise
by the Contracting Officer.

(4) Assign to the Government, as directed by the Contracting Officer, al rights, titles, and interests of the
Carrier under the subcontracts terminated, in which case the Government shall have the right to settle or
to pay, from FLTCIP assets, any termination settlements arising out of those terminations.

(5) With approval or ratification to the extent required by the Contracting Officer, settle, from FLTICP
assets, al outstanding liabilities and termination settlements arising form the termination of subcontracts;
the approval or ratification will be final for purposes of this clause.

(6) Asdirected by the Contracting Officer, deliver to the Government any data, reports, or studies that, if
the contract had been completed, would be required to be furnished to the Government.

(7) Complete performance of the work not terminated.

(8) Assist OPM with an orderly and efficient transition to a successor in accordance with the provisions
of the “Option to Extend Services’ clause at 52.217-8.

(c) After termination, the Carrier will submit afinal termination settlement proposal to the Contracting
Officer in the form and with the certification prescribed by the Contracting Officer. The Carrier will
submit the proposal promptly, but no later than 1 year from the effective date of termination, unless
extended in writing by the Contracting Officer upon written request of the Carrier within this 1-year
period. However, if the Contracting Officer determines that the facts justify it, a termination settlement
proposal may be received and acted on after 1 year or any extension. If the Carrier fails to submit the
proposal with the time allowed, the Contracting Officer may determine, on the basis of information
available, the amount, if any, due the Carrier because of the termination and shall pay the amount
determined from FLTCIP assets.

(d) Subject to paragraph (c) of this clause, the Carrier and the Contracting Officer will agree upon the
whole or any part of the amount to be paid or remaining to be paid because of the termination. This
amount may include a reasonable allowance for profit on work done.

(e) If the Carrier and the Contracting Officer fail to agree on the whole amount to be paid because of the
termination of work, the Disputes clause at 52.233-1 will apply.

(f) Unless otherwise provided in this contract or by statute, the Carrier shall maintain al records and
documents relating to the terminated portion of this contract for 5 years after final settlement. This
includes all books and other evidence bearing on the Carrier’s costs and expenses under this contract.
The Carrier will make these records and documents available to the Government, at the Carrier’s office,
at all reasonable times, without any direct charge. If approved by the Contracting Officer, photographs,
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microphotographs, or other authentic reproductions may be maintained instead of original records and
documents.

1.32 52.249-8 DEFAULT (FIXED-PRICE SUPPLY AND SERVICE)(APR 1984) (DEVIATION)

(a)(1) The Government may, subject to paragraphs (c) and (d) below, by written notice of default to the
Carrier, terminate this contract in whole or in part if the Carrier fails to—

(i) Perform the services within the time specified in this contract or any extension;

(i) Make progress, so asto endanger performance of this contract (but see subparagraph (a)(2) below);
or

(iii) Perform any of the other provisions of this contract (but see subparagraph (a)(2) below).

(2) The Government’sright to terminate this contract under subdivisions (1)(ii) and (1)(iii) above, may
be exercised if the Carrier does not cure such failure within 10 days (or more if authorized in writing by
the Contracting Officer) after receipt of the notice from the Contracting Officer specifying the failure.

(b) If the Government terminates this contract in whole or in part, it may acquire, under the terms and in
the manner the Contracting Officer considers appropriate, supplies or service smilar to those terminated,
and the Carrier will be liable to the Government for any excess costs for those supplies or services.
However, the Carrier will continue the work not terminated.

(c) Except for defaults of subcontractors at any tier, the Carrier will not be liable for any excess costs if
the failure to perform the contract arises from causes beyond the control and without the fault or
negligence of the Carrier. Examples of such causesinclude (1) acts of God or of the public enemy, (2)
acts of the Government in either its sovereign or contractual capacity, (3) fires, (4) floods, (5) epidemics,
(6) quarantine restrictions, (7) strikes, (8) freight embargoes, and (9) unusually severe weather. In each
instance the failure to perform must be beyond the control and without the fault or negligence of the
Carrier.

(d) If thefailure to performis caused by the default of a subcontractor at any tier, and if the cause of the
default is beyond the control of both the Carrier and subcontractor, and without the fault or negligence of
either, the Carrier will not be liable for any excess costs for failure to perform, unless the subcontracted
supplies or services were obtainable from other sources in sufficient time for the Carrier to meet the
required delivery schedule.

(e) If thiscontract isterminated for default, the Government may require the Carrier to transfer title and
deliver to the Government, as directed by the Contracting Officer, any completed or partially completed
information and contract rights that the Carrier has specifically produced or acquired for the terminated
portion of this contract.

(f) If, after termination, it is determined that the Carrier was not in default, or that the default was
excusable, the rights and obligations of the parties will be the same as if the termination had been issued
for the convenience of the Government.

(g) Therights and remedies of the Government in this clause are in addition to any other rights and
remedies provided by law or under this contract.

1.33 52.252-6 AUTHORIZED DEVIATIONSIN CLAUSES (APR 1984) (DEVIATION)
The use in this solicitation or contract of any Federal Acquisition Regulation (48 Chapter 1) clause with an

authorized deviation isindicated by the addition of “(DEVIATION)” after the date of the clause.

.34 ENTIRE CONTRACT

(&) This document as described in the Table of Contents constitutes the entire contract between the
parties. No ora statement of any person shall modify or otherwise affect the terms, conditions, or
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specifications stated in this contract. The duly authorized Contracting Officer must make all
modifications to the contract in writing.
(b) All statements concerning coverage or benefits made by OPM, the Carrier or by any individual
covered under this policy will be deemed representations and not warranties. No such statement will
convey or void any coverage, increase or reduce any benefits under this policy or be used in the
prosecution of or defense of a claim under this policy unless it is contained in writing and a copy of the
instrument containing the statement is or has been furnished to the Member or to the person making the
clam.

.35 INCORPORATION OF LAWSAND REGULATIONS

The applicable provisions of (1) the Act; (2) regulations to be issued under chapter 85 of title 5, (3) Code
of Federal Regulations; (4) chapter 1 of title 48, Code of Federal Regulations constitute a part of this
contract as if fully set forth herein. The other provisions of this contract will be construed so as to
comply with the incorporated law and regulations.

.36 RECORDSAND INFORMATION TO BE FURNISHED BY OPM

(&) OPM will provide the Carrier with:

(1) the names and addresses of Federa civilian annuitants and military retirees

(2) addresses of Federal civilian and military installation distribution points and the amount of material to
ship to each point.

(b) OPM cannot provide names or home addresses of active employees and members of the uniformed
services.

.37 CONFIDENTIALITY OF RECORDS

(& The Carrier will use the personal data on employees and annuitants that is provided by OPM for only
those routine uses stipulated for the data and published annually in the Federal Register as part of OPM’s
system of records.

(b) The Carrier will also hold all medical records, evidence of insurability for FLTCIP coverage,
amounts of insurance, and information relating thereto, of FLTCIP enrollees confidential except for
disclosure as follows:

(1) Asmay be reasonably necessary for the administration of this contract;

(2) Asauthorized by the enrollee or his or her guardian;

(3) Asdisclosure is necessary to permit Government officials having authority to investigate and
prosecute alleged civil or criminal actions;

(4) Asnecessary to audit the contract;

(5) Asnecessary to carry out the coordination of benefits provision of this contract; and for research or
educational purposes, limited to aggregated information of a statistical nature that does not identify any
individual by name, socia security number, or any other identifier unique to an individual.

(c) If the Carrier uses medical records for the administration of the contract, or for bonafide research or
educational purposes, it must state that it does so in its literature to enrollees.

.38 STATISTICSAND SPECIAL STUDIES
(a) The Carrier will furnish such reasonable reports as OPM determines necessary to enable it to carry

out its functions. The Carrier will permit OPM and the General Accounting Office to examine such
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records of the Carrier as may be necessary to carry out their functions under Section 9006 of the Act.
(b) The Carrier will furnish the reports in the required number of copies as instructed by OPM.
(c) The Carrier will notify the Contracting Officer immediately upon a change in the name or addresses of
the Carrier’s contract administrator(s).

.39 CONTRACTOR RECORDSRETENTION

Notwithstanding the provisions of FAR 52.215-2(d), “Audit-Negotiation,” the Carrier will retain and
make available all records that support the annual statement of operations for a period of 5 years after the
end of the year to which the records relate. Individual enrollee claims records will be maintained for 10
years after the end of the year in which the claim records relate.

1.40 NOTICE

Where the contract requires the Carrier to notify the Government, the Carrier will send written notice to
the Contracting Officer, unless otherwise specified.

.41 NOTICE OF SIGNIFICANT EVENTS

(a) The Carrier agreesto notify the Contracting Officer of any significant event within 10 working days
after the Carrier becomes aware of it. Asused in this section, a“significant event” is any occurrence or
anticipated occurrence that might reasonably be expected to have a materia effect upon the Carrier’s
ability to meet its obligations under this contract, including, but not limited to, any of the following:

(1) Disposal of 25 percent or more of the Carrier’s assets within a six-month period;

(2) Lossof 15 percent or more of the Carrier’s overal LTC enrollment;

(3) Termination or modification of any contract or subcontract if such termination or modification might
have a materia effect on the Carrier’s obligations under this contract;

(4) Loss of reinsurance;

(5) If the Carrier is a consortium, the withdrawal of a member of the consortium;

(6) The imposition of, or notice of the intent to impose, a receivership, conservatorship, or special
regulatory monitoring;

(7) The withdrawal of, or notice of intent to withdraw, by any State, its license to do business or any
other change of status under Federal or State law;

(8) The Carrier’s default on aloan or other financial obligation;

(9) Any actual or potential labor dispute that delays or threatens to delay timely performance or
substantially impairs the functioning of the Carrier’s facilities or facilities used by the Carrier in the
performance of the contract;

(20) Any change in the Carrier’s charter, constitution, by-laws, or consortium agreement which affects
any provision of this contract or the Carrier’s participation in the FLTCIP;

(11) Any significant change in policies and procedures or interpretations of the contract which would
affect the benefits payable under the contract or the costs charged under this contract;

(12) Any fraud, embezzlement or misappropriation of FLTCIP funds; or

(13) Any written exceptions, reservations or qualifications expressed by the independent accounting firm
(which ascribes to the standards of the American Institute of Certified Public Accountants) contracted
with by the Carrier or consortium member to provide an opinion on its annual financial statements.

(b) Upon learning of a significant event, OPM may institute action, in proportion to the seriousness of the
event, to protect the interests of enrollees, including, but not limited to-

(1) Directing the Carrier to take corrective action;
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(2) Making a downward adjustment to the profit factor;
(3) Withholding profit payments;
(4) Suspending new enrollments under this contract;
(5) If aconsortium, terminating the participation of the offending partner within the consortium; or
(6) Terminating this contract pursuant to Section .32, Defaullt.
(c) Prior to taking action as described in paragraph (b) of this clause, OPM will notify the Carrier and
offer an opportunity to respond.
(d) The Carrier agreesto insert this clause in any subcontract or subcontract modification if the amount
of the subcontract or modification that is charged to the FLTCIP exceeds $200,000, but only if more than
25 percent of the subcontract cost is charged to the FLTCIP. The Carrier also agrees to insert this clause
in all provider agreements over $25,000 and in contracts with underwriters.

.42 CORRECTION OF DEFICIENCIES

(&) The Carrier must maintain sufficient financial resources, facilities, staff and other necessary resources
to meet its obligations under this contract. 1f the Contracting Officer determines that the Carrier does not
demonstrate the ability to meet its obligations under this contract, the Contracting Officer will notify the
Carrier of the asserted deficiencies. The Carrier agrees that, within 10 working days following
notification, it will present detailed plans for correcting the deficiencies. These plans will be presented in
aform prescribed by the Contracting Officer. Pending submission or implementation of plans required
under this Section, the Contracting Officer may institute action as it deems necessary to protect the
interests of enrollees, including, but not limited to:

(1) Suspending new enrollments under this contract;

(2) Reducing or withholding profit payment; or

(3) If aconsortium, terminating the participation of the offending partner within the consortium.

(b) The Carrier agreesthat failure to submit or to diligently implement plans that are required under this
Section will congtitute sufficient grounds for termination of this contract pursuant to Section 1.32,
Default.

(c) Prior to taking action as described in paragraph (a) the Contracting Officer will notify the Carrier
and offer an opportunity to respond.

(d) The Carrier agreesto include the substance of this clause in contracts with underwriters and
substitute an appropriate term for “Carrier.”

1.43 MISLEADING, DECEPTIVE, OR UNFAIR ADVERTISING

(a) The Carrier agreesthat any advertising material authorized and released by the Carrier which
mentions the FLTCIP will be truthful and not misleading, and will present an accurate statement of
FLTCIP benefits. The Carrier is prohibited from making incomplete, incorrect comparisons or using
disparaging or minimizing techniques to compare its other products or servicesto the benefits of the
FLTCIP. The Carrier will abide by the NAIC Advertisements of Accident and S ckness | nsurance Model
Regulation, except where otherwise agreed by OPM.

(1) The Carrier agreesto use its best efforts to assure that its agents are aware of and abide by this
provision.

(2) The Carrier agrees to incorporate this clause in all subcontracts.

(b) Failureto conform to paragraph (@) of this clause may result in a profit reduction, if appropriate, and
corrective action to protect the interest of enrollees. Corrective action will be appropriate to the
circumstances and may include, but is not limited to the following actions by OPM:

(1) Directing the Carrier to cease and desist distribution, publication, or broadcast of the material; and
(2) Directing the Carrier to issue corrections at the Carrier’s expense and in the same manner and media
asthe origina material was made.
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(c) Egregious or repeated offenses may result in the following actions by OPM:
(1) Suspending new enrollments;
(2) If aconsortium, terminating the participation of the offending partner within the consortium; or
(3) Terminating the contract in accordance with Section 1.32, Defaullt.
(d) Prior to taking action as described in paragraphs (b) and (c) of this clause, the Contracting Officer
will notify the Carrier and offer an opportunity to respond.
(e) The Carrier agreesto incorporate this clause in subcontracts with its underwriter(s) and other
subcontractors directly involved in the preparation or distribution of such advertising material and will
substitute “ Contractor” or other appropriate reference for the term “ Carrier.”

.44 QUALITY ASSURANCE REQUIREMENTS

(a) The Carrier will develop and apply a quality assurance program related to performance of this
contract as directed by the Contracting Officer.

(b) The Carrier will keep complete records of its quality assurance procedures and the results of their
implementation. The Carrier will make them available to the Government during contract performance
and for as long afterwards as the contract requires.

(c) The Contracting Officer or his or her representative has the right to inspect and test all services called
for by the contract, to the extent practicable, at all times and places during the term of the contract and
for aslong afterwards as the contract requires. The Contracting Officer or his or her representative will
perform any inspections and tests in a manner that will not unduly delay the work.

.45 ACCOUNTING FOR FLTCIP FUNDS

(8) FLTCIP funds must be maintained in such a manner as to be separately identifiable from other assets
of the Carrier. The Carrier’s books and records must support cash and investment balances reported on
the FLTCIP Annual Accounting Statement.

(b) The Carrier may request a modification of this requirement from the Contracting Officer. The
modification must be requested in advance and the Carrier must demonstrate that accounting techniques
have been established that will clearly measure FLTCIP cash and investment income (i.e. subsidiary
ledgers). Reconciliations between amounts reported and actual amounts shown in accounting records
will be provided as supporting schedules to the Annual Accounting Statements.

.46 TAXES- FOREIGN NEGOTIATED BENEFITS CONTRACTS (JAN 1998)

(a) To the extent that this contract provides for performing services outside the United States, its
possessions, and Puerto Rico, this clause appliesin lieu of any Federal, State, and local taxes clause of the
contract.

(b) "Contract date," as used in this clause, means the effective date of this contract or modification.

"Country concerned,” as used in this clause, means any country, other than the United States, its
possessions, and Puerto Rico, in which expenditures under this contract are made.

"Tax" and "taxes," as used in this clause, include fees and charges for doing business that are levied by
the government of the country concerned or by its political subdivisions.

"All applicable taxes and duties,” as used in this clause, means all taxes and duties, in effect on the
contract date, that the taxing authority isimposing and collecting on the transactions covered by this
contract, pursuant to written ruling or regulation in effect on the contract date.

"After-imposed tax," as used in this clause, means any new or increased tax or duty, or tax that was
exempted or excluded on the contract date but whose exemption was later revoked or reduced during the
contract period, other than excepted tax, on the transactions covered by this contract that the Carrier is
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required to pay or bear as the result of legidative, judicial, or administrative action taking effect after the
contract date.

"After-relieved tax," as used in this clause, means any amount of tax or duty, other than an excepted
tax, that would otherwise have been payable on the transactions covered by this contract, but which the
Carrier is not required to pay or bear, or for which the Carrier obtains arefund, as the result of
legidative, judicial, or administrative action taking effect after the contract date.

"Excepted tax," as used in this clause, means social security or other employment taxes, net income and
franchise taxes, excess profits taxes, capital stock taxes, transportation taxes, unemployment
compensation taxes, and property taxes. "Excepted tax" does not include gross income taxes levied on or
measured by sales or receipts from sales covered by this contract, or any tax assessed on the Carrier's
possession of, interest in, or use of property, title to which isin the U.S. Government.

(c) Unless otherwise provided in this contract, the contract price includes al applicable taxes and
duties, except taxes and duties that the Government of the United States and the government of the
country concerned have agreed shall not be applicable to expenditures in such country by or on behalf of
the United States.

(d) The contract price shall be increased by the amount of any after-imposed tax or of any tax or duty
specifically excluded from the contract price by a provision of this contract that the Carrier is required to
pay or bear, including any interest or penalty, if the Carrier states in writing that the contract price does
not include any contingency for such tax and if liability for such tax, interest, or penalty was not incurred
through the Carrier's fault, negligence, or failure to follow instructions of the Contracting Officer or to
comply with the provisions of paragraph (i) below.

(e) The contract price shall be decreased by the amount of any after-relieved tax, including any interest
or penalty. The Government of the United States shall be entitled to interest received by the Carrier
incident to arefund of taxes to the extent that such interest was earned after the Carrier was paid by the
Government of the United States for such taxes. The Government of the United States shall be entitled
to repayment of any penalty refunded to the Carrier to the extent that the penalty was paid by the
Government.

(f) The contract price shall be decreased by the amount of any tax or duty, other than an excepted tax,
that was included in the contract and that the Carrier isrequired to pay or bear, or does not obtain a
refund of, through the Carrier's fault, negligence, or failure to follow instructions of the Contracting
Officer or to comply with the provisions of paragraph (i) below.

(9) No adjustment shall be made in the contract price under this clause unless the amount of the
adjustment exceeds $250.

(h) If the Carrier obtains areduction in tax liability under the United States Internal Revenue Code
(Title 26, U.S. Code) because of the payment of any tax or duty that either was included in the contract
price or was the basis of an increase in the contract price, the amount of the reduction shall be paid or
credited to the Government of the United States as the Contracting Officer directs.

(i) The Carrier shall take all reasonable action to obtain exemption from or refund of any taxes or
duties, including interest or penalty, from which the United States Government, the Carrier, any
subcontractor, or the transactions covered by this contract are exempt under the laws of the country
concerned or its political subdivisions or which the Governments of the United States and of the country
concerned have agreed shall not be applicable to expenditures in such country by or on behalf of the
United States.

() The Carrier shal promptly notify the Contracting Officer of all matters relating to taxes or duties
that reasonably may be expected to result in either an increase or decrease in the contract price and shall
take appropriate action as the Contracting Officer directs. The contract price shall be equitably adjusted
to cover the costs of action taken by the Carrier at the direction of the Contracting
Officer, including any interest, penalty, and reasonable attorneys fees.

.47 SUBCONTRACTS
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(a) The Carrier will notify the Contracting Officer reasonably in advance of entering into any subcontract
or subcontract modification, or as otherwise specified by this contract, when the cost of that portion of
the subcontract that is charged to the FLTCIP contract exceeds $200,000 and more than 25 percent of
the subcontract cost is charged to the FLTCIP contract.
(b) The advance notification required by paragraph (a) of this clause will include the following
information:
(1) A description of the supplies or services to be subcontracted;
(2) Identification of the type of subcontract to be used;
(3) Identification of the proposed subcontract and an explanation of why and how the proposed
subcontractor was selected, including the competition obtained;
(4) The proposed subcontract price and the Carrier’s cost or price analysis;
(5) The subcontractor’s current, complete and accurate cost or pricing data and Certificate of Current
Cost or Pricing Data, if required by other contract provisions.
(6) A negotiation memorandum reflecting—
(i) The principal elements of the subcontract price negotiations,
(i) The most significant consideration controlling establishment of initial or revised prices,
(iii) The reason cost or pricing data were or were not required;
(iv) The extent, if any, to which the Contractor did not rely on the subcontractor’s cost or pricing datain
determining the price objective and in negotiating the final price;
(v) The extent to which it was recognized in the negotiation that the subcontractor’s cost or pricing data
were not accurate, complete, or current; the action taken by the Carrier and the subcontractor; and the
effect of any such defective data on the total price negotiated;
(vi) The reasons for any significant difference between the Carrier’s price objective and the price
negotiated; and
(vii) A complete explanation of the incentive fee or profit plan when incentives are used. The explanation
will identify each critical performance element, management decisions used to quantify each incentive
element, reasons for the incentives, and a summary of all trade-off possibilities considered.
(c) The Carrier will obtain the Contracting Officer’ s written consent before placing any subcontract for
which advance notification is required under paragraph (a) of this clause. However, the Contracting
Officer may ratify in writing any such subcontract. Ratification will constitute the consent of the
Contracting Officer.
(d) The Contracting Officer may waive the requirement for advance notification and consent required by
paragraph (a), (b), and (c) of this clause where the Carrier and subcontractor submit an application or
renewal as a contractor team arrangement as defined in FAR subpart 9.6 and—
(1) The Contracting Officer evaluated the arrangement during negotiation of the contract or contract
renewal; and
(2) The subcontractor’s price and/or costs were included in the plan’s rates that were reviewed and
approved by the Contracting Officer during negotiations of the contract or contract renewal.
(e) Unlessthe consent or approval specifically provides otherwise, consent by the Contracting Officer to
any subcontract will not constitute a determination (1) of the acceptability of any subcontract terms or
conditions; (2) of the allowability of any cost under this contract; or (3) relieve the Carrier of any
responsibility for performing this contract.
(f) No subcontract placed under this contract will provide for payment on a cost-plus-a-percentage-of-
cost basis. Any fee payable under cost reimbursement type subcontracts may not exceed the fee
limitationsin FAR 15.903(d).
(g9) The Carrier will give the Contracting Officer immediate written notice of any action or suit filed and
prompt notice of claim made against the Carrier by any subcontractor or vendor that, in the opinion of the
Carrier, may result in litigation related in any way to the contract with respect to which the Carrier may
be entitled to reimbursement from the Government.

.48 INVESTMENT INCOME
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(8) The Carrier will invest and reinvest al FLTCIP funds on hand until needed to discharge promptly the
obligations incurred under the contract. Within the constraints of safety and liquidity of investments, the
Carrier will seek to maximize investment income.

(b) All investment income earned on FL TCIP funds must be credited to the FLTCIP.

(c) When the Contracting Officer concludes that the Carrier failed to comply with paragraphs (a) or (b)
of this clause, the Carrier will pay to the FLTCIP fund the investment income that would have been
earned, at the rate(s) specified in paragraph (d) of this clause, had it not been for the Carrier’s
noncompliance. “Failed to comply with paragraphs (a) or (b) means (1) making any charges against the
contract which are not allowable, allocable, or reasonable; or (2) failing to credit any income due the
contract and/or failing to place funds on hand, including premium payments, tax refunds, credits,
deposits, investment income earned, uncashed checks, or other amounts owed the FLTCIP in income-
producing investments and accounts.

(d) Investment income lost as aresult of unalowable, unallocable, or unreasonable charges against the
contract will be paid from the 1% day of the fiscal year following the fiscal year in which the unallowable
charge was made and will end on the earlier of: (1) the date the amounts are returned to the FLTCIP; (2)
the date specified by the Contracting Officer; or (3) the date of the Contracting Officer’s final decision.
(e) Investment income lost as aresult of failure to credit income due the contract or failure to place funds
on hand in income-producing investments and accounts will be paid from the date the funds should have
been invested or appropriate income was not credited and will end on the earlier of: (1) the date the
amounts are returned to the FLTCIP; (2) the date specified by the Contracting Officer; or (3) the date of
the Contracting Officer’s final decision.

(f) The Carrier will credit to the FLTCIP income that is due in accordance with this clause. All amounts
payable will bear lost investment income compounded semiannually at the rate established by the
Secretary of the Treasury as provided in section 12 of the Contract Disputes Act of 1978 (Pub. L. 95-
563), during the periods specified in paragraphs (d) and (e).

(g9) All amounts due and unpaid after the periods specified in paragraphs (d) and (€) will bear compound
interest at the rate applicable for each 6-month period as fixed by the Secretary of the Treasury until the
amount is paid (see FAR 32.614-1).

.49 START-UP COSTS

(a) The Carrier will fund al start-up costs under this Contract necessary to launch the FLTCIP and to
conduct the initial enrollment process. Thisincludes, but is not limited to, costs incurred to:

e Design and print educational and enrollment material

Distribute educational and enrollment material

Design, update, and maintain web site

Produce and distribute educational and promotional videotapes

Staff toll-free number to answer questions

Hold educational and promotional seminars

e Design and launch other media messages agreed upon between OPM and the Carrier

(b) The FLTCIP will reimburse the Carrier funds it had advanced for start-up costs, including reasonable
interest. Repayment will be amortized.

(c) Should this contract be terminated before the amortization is complete, the unamortized start-up costs
will be deducted from Program assets before the assets are transferred to the succeeding carrier.

.50 REIMBURSEMENT OF GOVERNMENT COSTS
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(a) The Carrier will reimburse the Employees’ Life Insurance Fund for amounts obligated or expended by
the Office of Personnel Management to administer 5 U.S.C. Chapter 90 (including lost investment income
as determined by the Office).
(b) The Carrier will reimburse funds obligated or expended by OPM prior to the contract effective date
before the end of the first year of the contract period.
(c) The Carrier will periodically contribute to the Long Term Care Administrative amountsto cover the
anticipated reasonable expenses of OPM to administer 5 U.S.C. Chapter 90. OPM will perform ayearly
reconciliation of actual expensesto anticipated expenses and the Carrier’s next contribution will be
adjusted accordingly.

.51 GOVERNMENT RESPONSIBILITIES

The Office of Personnel Management will:

e Maintain the OPM FLTCIP web site;

e Liaison with Federal agencies and uniformed services;

o Facilitate the promotion of the Long Term Care Insurance program through Federal agencies and the
uniformed services; and

e Beresponsive on atimely basis to the Carrier’ s requests for information and assistance.

o Perform, as provided by The Long Term Care Security Act, functions typically associated with
insurance commissions such as the review and approval of rates, forms, and marketing materials.

.52 APPROVAL FOR ASSIGNMENT OF CLAIMS

(a) The Carrier will not make any assignment of FLTCIP funds under the Assignment of Claims Act
without the prior written approval of the Contracting Officer.

(b) Unless a different period is specified in the Contracting Officer’s written approval, an assignment of
FLTCIP funds will be in force only for a period of 1 year from the date of the Contracting Officer’s
approval. However, assignments may be renewed upon their expiration.
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PART Il - LIST OF DOCUMENTS, EXHIBITSAND OTHER ATTACHMENTS

SECTION J-LIST OF ATTACHMENTS

THIS SECTION INTENTIONALLY LEFT BLANK.
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PART IV - REPRESENTATIONS AND INSTRUCTIONS

SECTION K - REPRESENTATIONS, CERTIFICATIONSAND OTHER STATEMENTS OF
OFFERORS

K.1 52.204-3 TAXPAYER IDENTIFICATION (OCT 1998)
(a) Definitions.

Common parent, as used in this provison, meansthat corporate entity that owns or controls an affiliated

group of corporations thet files its Federal income tax returns on a consolidated basis, and of which the offeror
isamember.

Taxpayer |dentification Number (TIN), as used in this provison, means the number required by the Interna

Revenue Service (IRS) to be used by the offeror in reporting income tax and other returns. The TIN may be
ether a Socia Security Number or an Employer |dentification Number.

(b) All offerors must submit the information required in paragraphs (d) through (f) of this provision to comply
with debt collection requirements of 31 U.S.C. 7701(c) and 3325(d), reporting requirements of 26 U.S.C.
6041, 6041A, and 6050M, and implementing regulations issued by the IRS. If the resulting contract is subject
to the payment reporting requirements described in Federa Acquisition Regulation (FAR) 4.904, the failure or

refusal by the offeror to furnish the information may result in a 31 percent reduction of payments otherwise due
under the contract.

(c) The TIN may be used by the Government to collect and report on any delinquent amounts arising out of
the offeror's relationship with the Government (31 U.S.C. 7701(c)(3)). If the resulting contract is subject to the
payment reporting requirements described in FAR 4.904, the TIN provided hereunder may be matched with
IRS recordsto verify the accuracy of the offeror's TIN.

(d) Taxpayer Identification Number (TIN).

[ ] TIN:.

[ 1 TIN hasbeen applied for.

[ 1 TIN isnot required because:

[ ] Offeror isanonresident alien, foreign corporation, or foreign partnership that does not have income
effectively connected with the conduct of atrade or business in the United States and does not have an office
or place of business or afisca paying agent in the United States;

[ ] Offeror isan agency or instrumentaity of aforeign government;

[ ] Offeror isan agency or instrumentality of the Federal Government.

(e) Type of organization.

[ ] Soleproprietorship;

[ ] Partnership;
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[ ] Corporate entity (not tax-exempt);
[ ] Corporate entity (tax-exempt);
[ ] Government entity (Federa, State, or loca);
[ ] Foreign government;
[ ] Internationa organization per 26 CFR 1.6049-4;

[ ] Other

(f) Common parent.
[ ] Offeror isnot owned or controlled by a common parent as defined in paragraph (a) of this provison.
[ ] Nameand TIN of common parent:

Name

TIN

K.2 52.209-5 CERTIFICATION REGARDING DEBARMENT, SUSPENSION, PROPOSED
DEBARMENT, AND OTHER RESPONSIBILITY MATTERS (APR 2001)

(a)(1) The Offeror certifies, to the best of its knowledge and belief, that--

(i) The Offeror and/or any of its Principals--

(A) Are[ ] arenot [ ] presently debarred, suspended, proposed for debarment, or declared ineligible for
the award of contracts by any Federal agency;

(B) Have [ ] have not [ ], within athree-year period preceding this offer, been convicted of or had a civil
judgment rendered against them for: commission of fraud or a criminal offense in connection with
obtaining, attempting to obtain, or performing a public (Federal, state, or local) contract or subcontract;
violation of Federal or state antitrust statutes relating to the submission of offers; or commission of
embezzlement, theft, forgery, bribery, falsification or destruction of records, making false statements, tax
evasion, or receiving stolen property; and

(C) Are[ ] arenot [ ] presently indicted for, or otherwise criminally or civilly charged by a governmental
entity with, commission of any of the offenses enumerated in subdivision (a)(1)(i)(B) of this provision.
(i) The Offeror has[ ] has not [ ], within athree-year period preceding this offer, had one or more
contracts terminated for default by any Federal agency.

(2) "Principals,” for the purposes of this certification, means officers; directors; owners; partners; and,
persons having primary management or supervisory responsibilities within a business entity (e.g., generd
manager; plant manager; head of a subsidiary, division, or business segment, and similar positions).

This Certification Concerns a Matter Within the Jurisdiction of an Agency of the United States and the
Making of a False, Fictitious, or Fraudulent Certification May Render the Maker Subject to Prosecution
Under Section 1001, Title 18, United States Code.

(b) The Offeror shall provide immediate written notice to the Contracting Officer if, at any time prior to
contract award, the Offeror learns that its certification was erroneous when submitted or has become
erroneous by reason of changed circumstances.

(c) A certification that any of the itemsin paragraph (a) of this provision exists will not necessarily result
in withholding of an award under this solicitation. However, the certification will be considered in
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connection with a determination of the Offeror's responsibility. Failure of the Offeror to furnish a
certification or provide such additional information as requested by the Contracting Officer may render
the Offeror nonresponsible.
(d) Nothing contained in the foregoing shall be construed to require establishment of a system of records
in order to render, in good faith, the certification required by paragraph (&) of this provision. The
knowledge and information of an Offeror is not required to exceed that which is normally possessed by a
prudent person in the ordinary course of business dealings.
(e) The certification in paragraph (a) of this provision is a material representation of fact upon which
reliance was placed when making award. If it is later determined that the Offeror knowingly rendered an
erroneous certification, in addition to other remedies available to the Government, the Contracting
Officer may terminate the contract resulting from this solicitation for default.

K.3 522156 PLACE OF PERFORMANCE (OCT 1997)

(&) The offeror or respondent, in the performance of any contract resulting from this solicitation, [ ] intends, [
] does not intend [check applicable block] to use one or more plants or facilities located at a different address
from the address of the offeror or respondent as indicated in this proposa or response to request for
information.

(b) If the offeror or respondent checks "intends' in paragraph (a) of this provision, it shal insert in the
following spaces the required information:

Place of performance (dreet | Name and address of owner and
(street address, city, state, | operator of the plant or facility
county, code) | if other than offeror or respondent

K.4 52.219-1 SMALL BUSINESS PROGRAM REPRESENTATIONS (MAY 2001)

(a)(1) The North American Industry Classification System (NAICS) code for this acquisition is 524114.
(2) The small business size standard is $5.0 million in annual sales in preceding three years.

(3) The small business size standard for a concern which submits an offer in its own name, other than on a
construction or service contract, but which proposes to furnish a product which it did not itself
manufacture, is 500 employees.

(b) Representations. (1) The offeror represents as part of its offer that it [ ] is, [ ] isnot a small business
concern.
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(2) [Complete only if the offeror represented itself as a small business concern in paragraph (b)(1) of
this provision.] The offeror represents, for general statistical purposes, that it [ ] is, [ ] is not, a small
disadvantaged business concern as defined in 13 CFR 124.1002.
(3) [Complete only if the offeror represented itself as a small business concern in paragraph (b)(1) of
this provision.] The offeror represents as part of its offer that it [ ] is, [ ] is not awomen-owned small
business concern.
(4) [Complete only if the offeror represented itself as a small business concern in paragraph (b)(1) of
this provision.] The offeror represents as part of its offer that it [ ] is, [ ] is not a veteran-owned small
business concern.
(5) [Complete only if the offeror represented itself as a veteran-owned small business concernin
paragraph (b)(4) of this provision.] The offeror represents as part of its offer that it [ ] is, [ ] isnot a
service-disabled veteran-owned small business concern.
(c) Definitions. As used in this provision--
"Service-disabled veteran-owned small business concern’--
(1) Means a small business concern--
(i) Not less than 51 percent of which is owned by one or more service-disabled veterans or, in the case of
any publicly owned business, not less than 51 percent of the stock of which is owned by one or more
service-disabled veterans, and
(i) The management and daily business operations of which are controlled by one or more service-
disabled veterans or, in the case of a veteran with permanent and severe disability, the spouse or
permanent caregiver of such veteran.
(2) Service-disabled veteran means a veteran, as defined in 38 U.S.C. 101(2), with a disability that is
service-connected, as defined in 38 U.S.C. 101(16).
"Small business concern” means a concern, including its affiliates, that is independently owned and
operated, not dominant in the field of operation in which it is bidding on Government contracts, and
qualified as a small business under the criteriain 13 CFR part 121 and the size standard in paragraph (a)
of this provision.
"Veteran-owned small business concern” means a small business concern--
(1) Not lessthan 51 percent of which is owned by one or more veterans (as defined at 38 U.S.C. 101(2))
or, in the case of any publicly owned business, not less than 51 percent of the stock of which is owned by
one or more veterans, and
(2) The management and daily business operations of which are controlled by one or more veterans.
"Women-owned small business concern” means a small business concern--
(1) That isat least 51 percent owned by one or more women; or, in the case of any publicly owned
business, at least 51 percent of the stock of which is owned by one or more women; and
(2) Whose management and daily business operations are controlled by one or more women.
(d) Notice. (1) If this solicitation is for supplies and has been set aside, in whole or in part, for small
business concerns, then the clause in this solicitation providing notice of the set-aside contains restrictions
on the source of the end items to be furnished.
(2) Under 15 U.S.C. 645(d), any person who misrepresents a firm's status as a small, HUBZone small,
small disadvantaged, or women-owned small business concern in order to obtain a contract to be
awarded under the preference programs established pursuant to section 8(a), 8(d), 9, or 15 of the Small
Business Act or any other provision of Federal law that specifically references section 8(d) for a definition
of program dligibility, shall--
(i) Be punished by imposition of fine, imprisonment, or both;
(i1) Be subject to administrative remedies, including suspension and debarment; and
(iii) Beineligible for participation in programs conducted under the authority of the Act.

K.5 52.222-22 PREVIOUS CONTRACTSAND COMPLIANCE REPORTS (FEB 1999)

The offeror represents that--
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(@ 1t [ ] has, [ ] has not participated in a previous contract or subcontract subject to the Equal Opportunity
clause of this solicitation; the clause origindly contained in Section 310 of Executive Order No. 10925, or the
clause contained in Section 201 of Executive Order No. 11114;

(b) It[ ] has, [ ] has not filed dl required compliance reports; and

(¢) Representations indicating submission of required compliance reports, signed by proposed subcontractors,
will be obtained before subcontract awards.

K.6 52222-25 AFFIRMATIVE ACTION COMPLIANCE (APR 1984)

The offeror represents that--

(@ It [ ] has developed and has onfile, [ ] has not developed and does not have on file, at each establishment,
affirmative action programs required by the rules and regulations of the Secretary of Labor (41 CFR 60-1 and
60-2), or (b) It [ ] has not previoudly had contracts subject to the written affirmative action programs
requirement of the rules and regulations of the Secretary of Labor.

K.7 GOVERNMENT EMPLOYEE REPRESENTATION
The offeror states that he/sheis[ ] isnot [ ] a Government employee, and does[ ] doesnot [ ] represent a
business concern or other organization owned, or substantially owned, by one or more Government
employees.

K.8 SIGNATURE BLOCK

I, the undersigned, do hereby attest that all representations and certifications made in this Section K are true.

Also, I, the undersgned, am aware of the penalties prescribed in 18 U.S. Code 1001 for making false
satementsin offers; and | am legally authorized to bind the company or organization represented.

(Signature) (Date)

(Typed or Printed Name)

(Title)
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(Solicitation Number)

(Name of Company/Organization Represented)

(Address, including Zip Code)

(Telephone Number, including Area Code)

K.9 ACCOUNTING AND ALLOWABLE COST

(8 Annual Accounting Statement.

(1) The Carrier will prepare annually an accounting statement summarizing the financial results of the
FLTCIP for the previous fiscal year. This statement will be prepared in accordance with the requirements
issued annually by OPM and will be due to OPM in accordance with a date established by those
reguirements.

(2 The Carrier will have the most recent financial statement for the FLTCIP audited by an accounting
firm that ascribes to the standards of the American Institute of Certified Public Accountants. The report
will be submitted to OPM along with the annual accounting statement.

(3) Based on the results of either the independent audit or a Government audit, the annual accounting
statements for the FLTCIP may be (1) adjusted by amounts found not to constitute properly allocable or
allowable costs; or (ii) adjusted for prior overpayments or underpayments.

(b) Definition of costs.

(1) The allowable costs chargeable to the contract for afiscal year will be the actual, necessary,
reasonable, and allocable amounts incurred with proper justification and accounting support, determined
in accordance with Subpart 31.2 of the Federal Acquisition Regulation (FAR) applicable on October 1 of
each year, and the terms of this contract.

(2) Inthe absence of specific contract terms to the contrary, contract costs will be classified in
accordance with the following criteria:

(i) Benefits. Claims costs consist of payments made and costs incurred for long term care insurance on
behalf of FLTCIP enrollees, including care management and underwriting, less any overpayments,
refunds, or other credits received.

(i) Administrative Expenses. Administrative expenses consist of all actual, allocable, allowable, and
reasonable expenses incurred in the adjudication of claims or incurred in the Carrier’s overall operation of
the business. Unless otherwise provided in the contract or FAR, administrative expenses include, but are
not limited to, taxes, insurance and reinsurance premiums, the cost of investigation and settlement of
claims, the cost of maintaining files regarding payment of claims, and legal expenses incurred in the
litigation of benefit payments. Administrative expenses exclude the expenses related to investment
income in paragraph (b)(2)(iii) of this clause.
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(iii) Investment Income. Investment income represents the amount earned by the Carrier after deducting
reasonable, necessary, and properly allocable investment expenses as a result of investing FLTCIP funds.
The direct or alocable indirect expenses incurred with respect to the investment of Program funds, such
as brokerage fees, and netted against investment income earned rather than as part of administrative
expenses.
(c) Certification of Annual Accounting Statement.
(1) The Carrier will certify the annual accounting statement in the form set forth in paragraph (c)(2) of
this clause. The certificate will be signed by the chief executive officer and the chief financial officer for
the Carrier’s FLTCIP operations and will be returned with the annual accounting statement.
(2) The certification required will be in the following form:

Certification of Annual Accounting Statement

This is to certify that | have reviewed this accounting statement and, to the best of my knowledge and
belief, attest that:

1. The statement was prepared in conformity with the guidelines issued by the Office of Personnel
Management and fairly presents the financial results of this fiscal year in conformity with those guidelines;
2. The costs included in the statement are allowable and allocable in accordance with the terms of the
contract and with the cost principles of the Federal Acquisition Regulation (FAR);

3. Income, overpayments, refunds, and other credits made or owed in accordance with the terms of the
contract and applicable cost principles have been included in the statement.

Carrier Name:
Chief ) e | oS
Date Signed:
Chief F A Officer 1 oS
Date Signed:
(Type or print and sign)
(End of Certificate)
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SECTION L - INSTRUCTIONS, CONDITIONS, AND NOTICESTO OFFERORS

L.1 NOTICELISTING SOLICITATION PROVISIONSINCORPORATED BY REFERENCE

The following solicitation provisons pertinent to this section are hereby incorporated by reference (by Citation
Number, Title, and Date) in accordance with the FAR provison at FAR "52.252-1 SOLICITATION
PROVISIONS INCORPORATED BY REFERENCE" in Section L of this solicitation. See FAR 52.252-1 for
an internet address (if specified) for electronic accessto the full text of a provision.

NUMBER TITLE (FEDERAL ACQUISITION REGULATION (48 CFR DATE
Chapter 1)

52.215-1 INSTRUCTIONS TO OFFERORS-COMPETITIVE NOV 1999
ACQUISITION - ALTERNATE | (OCT 1997)

52.219-24 SMALL DISADVANTAGED BUSINESS PARTICIPATION  OCT 2000
PROGRAM--TARGETS

52.225-10 NOTICE OF BUY AMERICAN ACT--BALANCE OF FEB 2000

PAYMENTS PROGRAM REQUIREMENT --
CONSTRUCTION MATERIALS

52.232-28 INVITATION TO PROPOSE PERFORMANCE-BASED MAR 2000
PAYMENTS

L.2 52.216-1 TYPE OF CONTRACT (APR 1984)

The Government contemplates award of a firm fixed-price with prospective price redetermination
contract resulting from this solicitation.

L.3 52.252-1 SOLICITATION PROVISIONSINCORPORATED BY REFERENCE (FEB
1998)

This solicitation incorporates one or more solicitation provisions by reference, with the same force and
effect asif they were given in full text. Upon request, the Contracting Officer will make their full text
available. The offeror is cautioned that the listed provisions may include blocks that must be completed
by the offeror and submitted with its quotation or offer. In lieu of submitting the full text of those
provisions, the offeror may identify the provision by paragraph identifier and provide the appropriate
information with its quotation or offer. Also, the full text of a solicitation provision may be accessed
electronically at this'these address(es):

L.4 SMALL BUSINESS SIZE STANDARD
The Contracting Officer has determined that the materia described herein is classified under the North
American Indugtry Classfication System (NAICS) as 524114, Direct Health and Medical Insurance

Carriers. Concerns having average annud sales or receipts for its preceding three fiscal years not exceeding $5
million per annum may be classified as a small business concern.
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L.5 PRE-AWARD SURVEY

The Government reserves the right to conduct any necessary surveys of offerors facilities for the purpose
of determining contractor responsibility. Offerors may be required to provide alist of Government and
commercial organizations utilizing the same or similar supplies/services required under this solicitation.

L.6 PERIOD OF ACCEPTANCE OF OFFER
Proposals offering less than 120 calendar days for acceptance by the Government from the date designated for
receipt of offerswill be considered nonresponsive and will be rejected.

L.7 FREEDOM OF INFORMATION ACT
Offerors are reminded that information furnished under this solicitation may be subject to disclosure under the
Freedom of Information Act. Therefore, al itemsthat are confidentia, contain trade secrets, proprietary, or
personndl information must be clearly marked. Marking of items will not necessarily preclude disclosure when
the Government determines disclosure is warranted by the Freedom of Information Act.

L.8 NOTICE OF OFFERORS
This solicitation and resulting contract shall not cover charges for any items that are not specificaly provided
for by this contract. These and other items not specifically covered by the contract must be paid for by the
person obtaining them if the contractor wishesto offer them. Contractors are cautioned thet if they provide
service/supplies during the performance of this contract, regardless of who requests them (including the
Contracting Officer’ s Representative), payment will not be made for them under this contract.

L.9 SUBCONTRACTING

The Government reserves the right to approve or disapprove the subcontractors selected. Therefore, the
contractor shal obtain the contracting officer's approva of al subcontractors for any work under this contract.

The offeror shall be the prime service provider. Offeror alone shall be held responsible by the Government
for performance of al obligations under the contract resulting from the offeror's proposal.

L.10 INCURRING COSTS
The contracting officer isthe only person who can legaly obligate the Government for the expenditure of

public funds. Cogts for performance of the contract requirements shall not be incurred by offerorsin
anticipation of receiving direct reimbursement from the Government.
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L.11 52.204-6 DATA UNIVERSAL NUMBERING SYSTEM (DUNS) NUMBER (JUN 1999)

(8) The offeror shall enter, in the block with its name and address on the cover page of its offer, the annotation
"DUNS' followed by the DUNS number that identifies the offeror's name and address exactly as stated in the
offer. The DUNS number is a nine-digit number assigned by Dun and Bradstreet | nformation Services.

(b) If the offeror does not have a DUNS number, it should contact Dun and Bradstreet directly to obtain one.
A DUNS number will be provided immediately by telephone at no charge to the offeror. For information on

obtaining a DUNS number, the offeror, if located within the United States, should call Dun and Bradstreet at
1-800-333-0505. The offeror should be prepared to provide the following information:

(1) Company name,

(2) Company address.

(3) Company telephone number.

(4) Line of business.

(5) Chief executive officer/key manager.

(6) Date the company was started.

(7) Number of people employed by the company.

(8) Company éffiliation.

(c) Offerorslocated outsde the United States may obtain the location and phone number of the local Dun and
Bradstreet Information Services office from the Internet home page at
http://www.customerservice@dnb.conv. If an offeror is unable to locate alocal service center, it may send an
e-mail to Dun and Bradstreet at globainfo@mail.dnb.com.

L.12 52.219-22 SMALL DISADVANTAGED BUSINESS STATUS (OCT 1999)

() Generd. Thisprovison is used to assess an offeror's small disadvantaged business status for the purpose of
obtaining a benefit on this solicitation. Status as a small business and status as a small disadvantaged business
for general datistical purposesis covered by the provison at FAR 52.219-1, Small Business Program
Representation.

(b) Representations.

(1) General. The offeror represents, as part of its offer, that it isasmall business under the size standard
applicable to this acquisition; and either--

[] (i) It has received certification by the Small Business Administration as a small disadvantaged business
concern consstent with 13 CFR 124, Subpart B; and

(A) No materia change in disadvantaged ownership and control has occurred since its certification;
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(B) Where the concern is owned by one or more disadvantaged individuals, the net worth of each individual
upon whom the certification is based does not exceed $750,000 after taking into account the gpplicable
exclusons st forth at 13 CFR 124.104(c)(2); and

(©) It isidentified, on the date of its representation, as a certified small disadvantaged business concerninthe
database maintained by the Small Business Administration (PRO-Net); or

[1 (i) It has submitted a completed application to the Small Business Administration or a Private Certifier to
be certified as a small disadvantaged business concern in accordance with 13 CFR 124, Subpart B, and a
decision on that application is pending, and that no material change in disadvantaged ownership and control has
occurred since its gpplication was submitted.

(2) [ ] For Joint Ventures. The offeror represents, as part of its offer, that it isajoint venture that complies
with the requirements at 13 CFR 124.1002(f) and that the representation in paragraph (b)(1) of this provisonis
accurate for the small disadvantaged business concern that is participating in the joint venture. [ The offeror
ghall enter the name of the small disadvantaged business concern that is participating in the joint venture:

]

(¢) Pendities and Remedies. Anyone who misrepresents any aspects of the disadvantaged status of a concern
for the purposes of securing a contract or subcontract shall:

(1) Be punished by imposition of afine, imprisonment, or both;
(2) Be subject to administrative remedies, including suspension and debarment; and

(3) Beindigible for participation in programs conducted under the authority of the Small Business Act.

L.13 52.233-2 SERVICE OF PROTEST (AUG 1996)

(a) Protedts, as defined in section 33.101 of the Federa Acquisition Regulation, that are filed directly with an
agency, and copies of any proteststhat are filed with the General Accounting Office (GAO), shall be served on
the Contracting Officer (addressed as follows) by obtaining written and dated acknowledgment of receipt from:

Mr. Frank D. Titus
Contracting Officer

Hand-Carried Address:

US Office of Personnd Management

Office for Long Term Care Implementation, Room 2H24
1900 E Street, NW

Washington, DC 20415

Mailing Address:

US Office of Personnd Management

Office for Long Term Care Implementation, Room 2H24
1900 E Street, NW

Washington, DC 20415

(b) The copy of any protest shall be received in the office designated above within one day of filing a protest
with the GAO.
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L.14 GENERAL INSTRUCTIONSFOR THE PREPARATION OF PROPOSALS

Each offeror's proposal submitted in response to this solicitation shall be in two (2) volumes as described
below. The Technical Proposal, Volume I, shall be submitted in an original and nine (9) copies. Offerors
shall also provide the answers to the eight non-financial sectionsin Word 97 on diskette or CD-Rom.

The Cost Proposal, Volume 11, shal be submitted in an original and nine (9) copies. Offerors shall also
provide their answersto Section C, Financial on aWord 97 file (narrative) and Microsoft Excel file (for
the financial tables) on diskette or CD-ROM

A cover letter may also be provided at the offeror's option. Proposals must be prepared in accordance
with these instructions and provide al required information in the format specified. Failure of a proposal
to show compliance with these instructions may be grounds for exclusion of the proposal from further
consideration.

These instructions prescribe the format of proposals and describe the approach to be used in
development and presentation of proposal data. They are designed to assure submission of information
essential to the understanding and comprehensive evaluation of offeror's proposals. Thereis no intent to
limit the contents of proposals. The instructions permit inclusion of any additional data or information an
offeror deems pertinent.

L.14.1 GENERAL
1. Thetechnical proposal shall be completely separate from the financial proposal.

2. Theoverdl qudlity of presentation will be considered adirect indication of the offeror's capability to perform
effectively, to include technical managerial competence, quality of work, and cost consciousness. Clarity,
compactness, coherence, consstency, and completeness are of utmost importance.

3. Elaborate brochures or other presentations beyond those sufficient to present acomplete and effective
response to this solicitation are not desired and may be construed as an indication of the offeror'slack of cost
consciousness. Proposals should not include brochures, pamphlets, or the like that do not have a direct bearing
on this solicitation package.

4. Offerors submitting proprietary data shall mark it as described herein in accordance with the requirements of
FAR (48 CFR, Chapter 1), clause 52.215-1, which isincorporated by reference. Clause 52.215-1 Sates:
"offerors who include in their proposals data that they do not want disclosed to the public for any purposes or
used by the Government except for evaluation purposes, shall:

Mark the title page with the following legend: "This proposal or quotation includes data that shall not be
disclosed outside the Government and shall not be duplicated, used, or disclosed--in whole or in part--for any
purpose other than to evaluate this proposal or quotation. If, however, a contract is awarded to this offer or
quoter as aresult of--or in connection with-- the submission of this data, the Government shal theright to
duplicate, use, or disclose the datato the extent provided in the resulting contract. This restriction does not
limit the Government's right to use information contained in this dataif is obtained from another source without
restriction. The data subject to the restriction is contained in sheets (insert numbers or other identification of
sheet)" and

Mark each sheet of data it wishesto restrict with the following legend: "Use or disclosure of data contained on
this sheet is subject to the regtriction on the title page of this proposal.”
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5. The Government assumes no liahility for disclosure or use of unmarked data and, may use or disclose the
datafor any purpose. Unless restricted, information may become subject to disclosure to the public pursuant to
the provisons of the Freedom of Information Act (5 U.S.C. 552).

6. To adin evaluation, al pages of each part shal be appropriately numbered using Arabic numeras, and be
identified with the name of the offeror, the date, and the RFP number.

7. 1f the offeror references any document in the proposal, the document shall be included with the proposal.
The page and paragraph numbers shal be included in the reference.

8. A proposal that merely restates the work that will be done will be judged non-responsive. The proposal
must clearly state what needs to be done and specifically how the offeror proposesto do it. The offeror must
aso include a detailed step-by-step description of the proposed approach to each of the functions described in
Section C that demonstrates a clear understanding of the work to be done.

9. The proposa will become the property of the Government. The Government will not pay any offeror for
the preparation of its proposal.

10. OPM plansto hold a pre-proposal conference for prospective offerors for this contract on Monday, July 9,
2001, at 1900 E Street, NW, Auditorium (Ground Level), Washington, DC.

11. The Government reserves the right to make award without discussions under this solicitation. Accordingly,
offerors should submit their proposals initially on the most favorable terms possible from both atechnical and
pricing standpoint. OFFERS FOR LESS THAN THE FULL REQUIREMENT WILL NOT BE
CONSIDERED FOR AWARD.

12. All written proposals, including volumes, parts, or sections for each offeror and any subcontractors,
must be received by the proposal submission due date and time as indicated on Standard Form 33.

13. Offerors should cite in each of their responses the specific section name, subsection (if any), and
guestion number as they appear in Section C, the Statement of Work. Repeat the question before
providing your response. Offerors may answer more than one question with a single response. If asingle
response encompasses questions from the same section, offerors should cite and repeat each question
being answered before presenting your single response. |f a single response encompasses questions from
two different sections (e.g., 1-Underwriting and 2-Education, Marketing and Enrollment), repeat the
guestion and your response in the second section so that your answers to each section can stand alone.

14. For each of your answers, clearly specify which company(ies) in your bidding entity it refers to, even
if the question doesn’t ask for that detail.

15. Offerors should provide, where appropriate, flow charts in addition to narrative descriptions.

16. When describing functions that will be performed in geographical locations different from your
primary location, offerors should specify those locations.

17. If offerors propose innovations that affect the premiums, they should give the estimated percentage
increase or decrease in overall premiums. They should attach any data used to support their estimate.
Note that OPM may ask for more detail and specific pricing tables during discussions if we are interested
in pursuing one or more of your proposals.
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18. There will be two evaluation panels. One will evaluate technical proposals, and the other will
evaluate cost proposals. Provide your answers to the questionsin Section C, Financial as a separately
bound document. Do not combine those answers with answers to other sections. Note that you must
provide copies of some answers from non-Financial sections (e.g., the Innovations section of Plan Design,
and the Underwriting section) in your separately bound Financial section as well.

L.14.2 ORGANIZATION AND CONTENT OF TECHNICAL PROPOSAL

The Technical and Management proposal shal conform to specific content and organization instructionsin
Sections L.10.2.1 through L.10.2.5. Offerors should prepare specific plans for accomplishing al of the
responsihilities as outlined under this solicitation. The following outline is an example of the informetion that
should be included in the Technical/Management proposa. This outline is not inclusive and should only be
utilized as agenerd guideline for the preparation of technical proposals.

L-14.2.1 EXECUTIVE SUMMARY
The offeror shall provide the following information in the Executive Summary:
1. Cover letter.

2. Table of contentsfor the Technica/Management Proposa

L.14.22TECHNICAI PROPOSAI

The offeror must organize its technical proposal for accomplishing all responsibilities as outlined in the
Section C, the Statement of Work as follows:

Plan Design

Contractor Information

Underwriting

Reporting Requirements
Adminigtration and Systems
Customer Service

Claims Adminigtration

Education, Marketing and Enrollment

L.14.2.3 EMPI OYING WEFE| FARF RECIPIENTS

The President has signed welfare reform legidation that imposed time limits, required work and extended child
and health care to enable people to move from welfare to work. At that time the President encouraged
businesses to employ welfare recipients in appropriate roles.

Offerors are requested to include in their technical proposal a plan to fill any positions created as aresult of
receiving a contract resultant from this solicitation with persons who are welfare recipients. The offeror’s plan
should identify the positions that are targeted to be filled by welfare recipients and aso the efforts that will be
meade to recruit these individuals. In addition to the plan specific to the offerors efforts to fill positions created
asaresult of any contract awarded resultant from this solicitation, offerors should aso include their company-
wide policy for hiring welfare recipients.
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Achievement of the goals expressed in the plan specific to any contract awarded as aresult of this solicitation,
as well asthe results of the company-wide plan, will be tracked as part of the annual Contractor’s Performance

Report.

The definition of welfare recipientsis.
An adult or teen parent under age 19 receiving assistance under--

The Temporary Assstance for Needy Families (TANF) program administered by a State under the Federa
block grant; or

Aid to Families with Dependent Children (AFDC); or

Tribal Temporary Assistance for Needy Families Program administered by an eligible Indian tribe.

L.14.3 ORGANIZATION AND CONTENT OF COST PROPOSAL

The cost proposa shall be completely separate from the technical proposal and shall contain al information
relative to cost. Part 1 shall congst of the following sections completed:

a Standard Form 33, page 1, Blocks 12 through 15;

b. Section C: Description/Specifications/Statement of Work, Financial section and al other applicable
items; and

C. Section K: Representations, Certifications, and Other Statements of offerors, al items.

L.15 RETURN OF OFFERS

It isimportant that the offer is sealed and the outer envelope or wrapping of the offer is addressed as
follows: (NOTE: Failure to so mark the outer cover could be the cause of the offer being misdirected
and received too late at the required destination as shown below).

FROM: Offeror's Return Address

TO: U.S. Office of Personnel Management
Contracting Division
Attn: Andre Adams
1900 E Street, NW, Room 1342
Washington, DC 20415-7710

L.16 ACCEPTANCE OF PROPOSALS

The Government reserves the right to:
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a. Consder as acceptable only those proposals submitted in accordance with all technical requirements
set forth or referenced in this solicitation and which demonstrate an understanding of the problems
involved and the scope of the project.

b. Reect, as unacceptable, proposals deleting or altering technical requirements which are considered by
the Government not to be beyond the state of the art or impossible of attainment.

L.177 AMENDMENTSTO PROPOSAL

Changes to the Proposal by the offeror shall be accomplished by amended page(s). Changes from the
original page shall be indicated by a vertical line, adjacent to the change, on the outside page margin. The
offeror shall include the date of the amendment on the lower right hand edge of the page.

L.18 CONTRACT CLAUSES
Any resultant contract shall include the clauses applicable to the selected offeror's organization and type

of contract awarded as required by Public Law, Executive Order, or procurement regulations in effect at
the time of execution of the proposed contract and not at the time of submission of the solicitation.
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SECTION M - EVALUATION FACTORS FOR AWARD

M.1 NOTICELISTING SOLICITATION PROVISIONSINCORPORATED BY REFERENCE

The following solicitation provisons pertinent to this section are hereby incorporated by reference (by Citation
Number, Title, and Date) in accordance with the FAR provison at FAR "52.252-1 SOLICITATION
PROVISIONS INCORPORATED BY REFERENCE" in Section L of this solicitation. See FAR 52.252-1 for
an internet address (if specified) for electronic accessto the full text of a provision.

NUMBER TITLE (FEDERAL ACQUISITION REGULATION (48 CFR DATE
Chapter 1)
52.217-5 EVALUATION OF OPTIONS JUL 1990

M.2 GENERAL

This section establishes the criteria to be issued for evaluation of all proposals received in response to this
solicitation. These criteriawill be applied to each offer to determine the successful offeror. The
contracting officer may conduct oral or written negotiations with all responsible offerors that are within
the competitive range. The competitive range will be established by the contracting officer on the basis of
technical and other factorsthat are stated in this solicitation and will include all offersthat have a
reasonable chance of being selected for award. The offerors will be provided a reasonable opportunity to
submit any technical, cost or price, or other revisions to their offers that may result from negotiations.
Negotiations will be closed with submission of "final proposal revisions.”

M.3 TRADE AND/OR SPECIAL OFFERS

Offerors may quote any trade and/or specia discounts that they desire to offer to the Government. All
trade and/or special discounts will be considered in the evaluation of offers.

M .4 PROPOSAL EVALUATION

The Government will make award to the technically acceptable offeror whose proposal offers the greatest
overall advantage to the Government as determined by evaluation of the proposals according to the

established evaluation criteria, considering cost and other factors. The Government reserves the right to
award a contract without discussions.

M.41TECHNICAI FVAI UATION PROCESS

1. The technical factors shown below will be used to assess the subjective technical quality of the
offeror's proposal. It isimportant that adequate and specific information be provided. Assurance of
experience, capability, qualifications, etc., without a clear demonstration to support the claim will

adversely influence the evaluation of the proposal.

2. The Government reserves the right to request an offeror to clarify potential misunderstandings and
apparent inaccuracies contained within the offeror's proposal.
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M.42TECHNICA]I FACTORS

We will evaluate the technical proposals based on the following major criteria, listed in descending order
of importance.

1. Education, Marketing, and Enrollment
2. Customer Service

3. Underwriting

4. Claims Administration

5. All other technical components

M.4.3 COST FVAI UATION (FINANCIA| SFCTION OF STATEMENT OF WORK)

The Government will evaluate cost separately. We will evaluate offers for award purposes by reviewing
all components of the financial proposal. This review will include the review of premiums not only for
their absolute value, but also for their reasonableness for achieving the goa of long-term premium
stability.

We will perform a cost analysisto determine if the proposed costs appear to be redlistic based on the
Government's requirements, and the Contractor's past and present experience. Cost analysis will include
an examination and evaluation of the reasonableness and likelihood of key assumptions underlying
pricing, actuarial methodologies employed, and other factors important to price stability and overall cost.
Thiswill include analysis of the effect of proposed profit margins, administrative cost guarantees, and
investment policy on the long term cost to enrollees.

We will presume that the offeror's proposal represents the offeror's best effort to respond to the
solicitation. Any inconsistency, real or apparent, between promised performance and cost or price must
be explained in the proposal. The burden of proof asto cost realism and credibility rests with the offeror.

M.4.4 SUBCONTRACTING Pl AN (SMAIL | BUSINFSSUTII IZATION)

The Government shall evaluate proposals on the prime contractors' ability to perform the major portions
of the contract and aggressively pursue a responsible subcontracting plan to provide the maximum
practical opportunities for small and small disadvantaged business concerns. Prime contractors shall also
have strong prior corporate support for small and/or small disadvantaged businesses in a subcontracting
role.

M.5 DETERMINATION OF THE COMPETITIVE RANGE

Offerors are advised that the Government, upon completion of the technical and cost evaluation
processes as defined in M.4.1 through M.4.3, reserves the right to establish a competitive range without
engaging in further discussions or negotiation sessions concerning the terms and conditions of such
offers. The competitive range shall be comprised of all offerors with a reasonable opportunity to receive
contract award. Those proposals whose technical and cost evaluations fall within the competitive range
shall proceed to the next step of the evaluation process. Offerors not falling within the competitive range
shall be eliminated from further consideration.
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M .6 ORAL PRESENTATION

After establishing the competitive range, the Government may hold ord presentations to further identify the
best qualified firms. Only those offerors within the competitive range will be scheduled for an oral presentation
(unlessit is determined that an oral presentation is necessary to complete the initial evaluation). Offerors must
cover the following areasin their ora presentations:

e Teaming arrangements,
Corporate experience and philosophies related to L TC insurance; and
¢ Qudifications and experience of key personndl.

At the conclusion of each offeror's ora presentation, clarifications and discussions may occur in accordance
with FAR Part 15.

M.7 AWARD

1. The Government intends to make one contract from this solicitation.
2. Award will be made to the responsible and technically acceptable offeror whose proposal is
determined to be most advantageous to the Government, technical requirements, price, and other factors
considered. Technical factors will be significantly more important than cost factors in the source
selection decision.

3. The Government may:

a Reject all offers;

b. Accept other than the lowest offer; and

C. Waive information and minor irregularities in offers received.
4. The Government may award a contract on the basis of initial offers received, without discussions.
Therefore, each initial offer should contain the offeror's best terms from a cost or price and technical
standpoint.

M.8 RESPONSIBILITY
An offeror must be determined responsible according to the standards in the Federal Acquisition
Regulation (FAR), Part 9, to be eligible for contract award.

M.9 WELFARE TO WORK

Offerors who include in their technical proposal a plan to hire welfare recipients for positions under a
contract awarded resulting from this solicitation or who have established a company-wide plan for
employment of welfare recipients will be given credit in the evaluation of their proposals.

M.10 BEST OVERALL RESPONSE

Unless dl offers are rejected, award will be made to the responsible offeror(s) whose offer, conforming to the
solicitation, is determined to be the best overal response, price or cost and other factors considered.
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