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Federal Long Term Care |l nsurance Program
Questions and Answers
Solicitation OPM-01-RFP-0016
July 3, 2001

We grouped the questions into the genera subject headings from the Table of Contents to
the Statement of Work on page C-1 of the RFP. We put generd questions and questions
that did not obvioudy fal into any other category into the first section on Background.

These questions and answersinclude dl of the questions we' ve answered o far, but do
not necessarily include al of the questions we' ve received so far.

I. BACKGROUND
Consortium Questions

Question: What is the Office of Personnd Management preference? To award only one
contract (which may include partnerships of more than one insurance company) OR
award more than one contract if it satisfies the entire RFP scope of services?

Answer: OPM expects that the successful offer will be asingle contract that will involve
anumber of companies.

Question: Do we need to create alegal entity for a consortium, in order to send in abid
and one person to sign the bid?

Answer: A letter of intent or other indicia that a consortium is contemplated and will be
edtablished if the bid iswon would be sufficient. However, enough research should so
go into the matter that you would be able to identify in the bid response things like place
of incorporation, officers, etc.

Question: If OPM received a proposal from a consortium of companies, what would be
consdered the ided number of companies involved in servicing this nationd contract?
Answer: A consortium was referenced in the Long Term Care Security Act because the
Act's authors were advised that no single company could handle such alarge account and
saw advantages in the prospect of spreading risk and taking advantage of the strongest
aspects of anumber of companies. We have no preconceptions as to what the "right”
number is, only that whatever arrangement is proposed must be able to handle the volume
of business we are deding with across dl topics (underwriting, marketing, claims, and so
forth). Moreover, a consortium is but one of the possible business configurations that a
number of companies could assume. Just as we have no preconceived preference asto
the number of companies, we have no preference as to how they configure themselves.



Rating Factors

Question: What are the “established eva uation criterid’ ? “ Technica factors’ will be
more important than cost factors in the source sdection?

Question: What are the evauation criteriaincluding the process and scoring
requirements for potential bidders?

Answer: The evauation factors are presented in Section M of the RFP. We have no
additiond information to communicate about the process. We will first review the bids
for their ability to meet our technicdl criteriaand only then review them for price
(premiums) which is sometimes dso referred to as “cost” in government contracting.

Question: In section M you have provided the criteriafor evduation. Would you be
willing to share the weights assigned to each of these criteria?

Question: OPM has indicated that technica factors will be sgnificantly more important
than cost factors in the award decision, and has listed the relative importance of various
technical factors. Isthere ascoring tool with specific weights you plan to use, and if so,
could this be shared?

Answer: We have not assgned numericd weights at this time and may not do so.
However, we do intend to develop a scoring sheet for use by the technical expert pand,
though thiswill not be released.

Pre-Emption And State Insurance Laws

Question: 1sOPM required to comply with insurance requirements set by state
insurance commissioners?

Answer: Section 9005 of Public Law 106-265 pre-empts Sate insurance regulations. It
grants OPM the authority to regulate, provide consumer protections, and other
requirements as are necessary either viaregulations promulgated by OPM or by including
rulesin thefina contract language with the Contractor who is awarded the contract.

Question: Please provide OPM'’ s thoughts on whether the FLTCIP will be subject to
date advertisng requirements. Specificdly, will the marketing/communications
materias need to be filed and approved by those states that today require this for other
LTCI products/programs.

Answer: OPM does not believe that any FLTCIP materials need to be filed in, or
approved by, any state.

Subcontracting

Question: Doesthe RFP contain any references to subcontracting plans?
Answer: See pages |-4 through I-8 ded with use of smdl and disadvantaged firms.

Question: Isthere a st asde for including minority business enterprise (MBE) or
disadvantaged business enterprise (DBE) participation? If so, what is the percentage™.



Answer: Thereisno MBE/DBE st asde.

Other Bidding Issues

Question: Will aligting of potential offerors be posted or distributed?
Answer: See Attachment 1.

Question: Isthere amechanism for requesting additiond clarification subsequent to the
bidders conference on July 9'?

Answer: At thistime OPM has not decided whether to entertain questions beyond the
bidders conference.

Question: L-7: L.14.2 states the proposd shal conform to specific content and
organization indructionsin Sections L10.2.1 through L.10.2.5. Those sections do not
exist. Areyou referring to L.14.2.1 through L.14.3?

Answer: Yes, L.14.2.1 through L.14.2.4 (which was added in Amendment 1)



1. PLAN DESIGN
Eligible Populetion

Question: Of the estimated 4 million federd employees digible for this program, how
many of them are believed to be “ actively-at-work” at any given time and how many
would not be digible to goply due to some type of on-leave atus (i.e., paid sick leave,
vacdion, etc.?) What source of information will be available to usto identify employees
“a work” versusthose “on leave’ at any point in time?

Answer: We estimate that five percent of the civilian workforce might beindigiblea a
point in time but thiswill be heavily influenced by vacation and flu seasondlity..

Question: Would OPM congder expanding the definition of the extended igible
population to include dl former spouses of employees/annuitants with a quaifying court
order and al sblings of employees and annuitants, rather than limiting the expanded
igibility only to “unmarried” individuas within these groups. There are adminidrative
complexities and equity issues with excluding married persons from thislis. While
unmarried persons lack the informa support of a spouse, this Stuation could change.

Also, married persons may lack informal supports due to the hedlth Satus or age of their
gpouse. We see no reason to limit the digibility only to unmarried individuds.

Answer: Our desireisto afford coverage to those in the “ Federd Family” and those who
arereatives of that family and will have an impact on the federd employee; i.e. detract
from productivity due to stress, distraction or absence from work. While a person could
have a brother or Sster who loses their spouse to degth, divorce or disability, this might
be too attenuated a Situation for usto reach. We view married couples as an economic
unit. We do not believe it would be prudent to offer coverage to a married former spouse
(with the qudifying court order) and not to hisher current husband/wife. And yet that
current husband/wife has no rdaionship to nor affinity with our employeg/annuitant. So
we believe it is better to limit the coverage to only the unmarried individudsin these
categories.  The sdf-certification envisoned in the RFP diminates most administrative
complexities.

Question: Does OPM have any information the extent to which spouses of active
employees may aso be federd employees? We find in other public programsthat there
are“dud digibles’ and that it isimportant to identify for the eigible the most favorable
gtatus with respect to underwriting.

Answer: OPM wishesthat individuds receive underwriting for the best category in
which they fit. And, indeed, there are anumber of federa employees that have spouses
aso in military or civilian employment. Our assumption is that since each person will fill
out an gpplication of their own and the gpplication will be very clear that if you are an
employee, you should check that box regardless of whether you qudify in any other
category, thisdua digibility is not going to be a problem.

Question: Does OPM know what percentage of the digible population is non-English
gpesking? Is any one group predominant?



Answer: Our understanding is that the federal workforce pretty much mirrors language
background that istypicd in the generd population, with Spanish being by far the most
likely second (or even first in some cases) language. In some agencies, however, there
will be specia concentrations of language. For example, Voice of America, CIA,
Congressond Research Service, and others that employ people with foreign language
illswill have languages representative of ALL nationdities. Other agencies, for
example, the Interior Department, will have concentrations specid to their mission.
(Interior is responsble for the US territories and Indian issues.) And this does not even
address the oversess issues where we have both employees, as well asretirees, and their
spouses (who might be residents of those countries). Aswe get further dong, the
Implementation Coordinators may be able to supply demographic and language
information. We regard this, and many other granular concerns, as an implementation
issue rether than an award/evaluation issue.

Question: Please specificaly define those “qualified relatives’ of enrolled employees
who would be able to access the services of a care coordinator under the plan even if they
are not enrolled. Are these the same as the rdlatives included in the digible participant’s
lig?

Answer: OPM envisonsthat quaified relatives of enrolled employees would be able to
access the services of acare coordinator under the plan, even if they are not enrolled.

The objective is to diminate distractions and absences from work that reduce
productivity, one that is not present with respect to retirees. However, as with al aspects
of the RFP, the Contractor may propose aternatives.

Question: Pease daify the definition of “informa caregivers’ on page C-10. What
does “qudified to provide custodia care” mean? Sincethereis a separate benefit for
family care, isit reasonable to assume that an “informa caregiver” does not include
family members?

Answer: Yes, aninforma caregiver could well be aneighbor or friend that the insured

has come to rely on for services of this nature. Remember that this coverage assumes a
plan of care and use of care coordinator.

Question: Please define “reasonable costs’ in the description of the family caregiving
benefit on page C-10. Given that the plan remburses for actud costs, how should family
care be covered — out of pocket costs incurred or the vaue of the servicesif provided by a
different covered provider?

Answer: OPM does not wish to replicate the intricacies of mgjor medica insurance with
its “reasonable and customary” debate. Our intent is that we will pay actua expenses but
that these should be reasonable, e.g. below those associated with licensed caregivers.

Question: Can the inflation adjustments under the future purchase option be based on a
fixed percentage increase (say 5%) compounded annualy, or must the adjustments be
based upon some inflation index?

Answer: FPO could be based on the same index as used in the compound benefit. And
this could be 5% for both. However, one of the advantages of the FPO quite frankly is
the ability to actudly track inflation and not be too high or too low over the long course



of time a person might hold the policy. The Contractor should propose what it believes
makes the most sense.

Question: On page C-13, it is Stated that 7% of the Federa workforce have self-reported
dissbilities. Doesthis statistic include Postal and military employees? Data shared with
interested parties a the OPM meeting in December of 2000 indicate that 10% (not 7%) of
the Federd civilian workforce is disabled. Please clarify.

Answer: The7 % figureisfederd civilian only and does not include military or postd.

The 10 % figure was an initid estimate before actuarid review.

Question: You gate that providers must be licensed or certified. However, homemakers
seldom meet that requirement. Do you intend that homemaker services must be provided
by alicensed agency or that homemaker services can be provided by alicensed person
such as ahome hedth aide? Is an individua sent from aregistry who is not licensed an
acceptable provider?

Answer: Aswith al responses, the bidder is free to make suggestions as to what makes
the mogt sense. Certainly we do not envision licensing as athreshold criteriafor receipt
of payment. However, we could aso see where issues might arise where the insurer
wants to confirm that care was legitimate -- or even actudly provided. Then licenang
might provide some security. . However, asfar as homemakers are concerned, likely we
would not need licensing nor require that they could only be supplied by ahome hedth
agency. Recdl therole of the care coordinator and use of plan of care envisoned in the
RFP.

Question: Which provisons of the 2000 NAIC Modd Act and Regulations must be
followed above and beyond those that are required per HIPAA based on the 1993 Moddl ?
Answer: The NAIC added three provisions between 1993 and 2000. One wasaversion
of rate stabilization that was replaced by the newer test (diminating loss ratios in effect

and going with certification that the rate is adequate even under “moderately adverse”
conditions). We will require the carriers to follow the new NAIC rules and the guidance
being developed by the NAIC in conjunction with the American Academy of Actuaries.

The second provision was mandatory nonforfeiture which was replaced by contingent
nonforfeiture. We believe contingent nonforfeiture (dlong with a downgrade
opportunity) is critica so will require the carriers adhere to NAIC standards here too.

The third provision was the third party notice, where a carrier has to identify and contact
adedgnated individud in cases where a policy |gpses due to non-payment of premium.
If it turns out the lapse was due to Alzheimer’s or other cognitive impairment, then of
course thisis the very purpose of having bought long term care insurance.

We adso note that there may be other changes going forward. For example, the NAIC is
now reviewing language that would clarify that Third Party Admingrators may continue
to perform their functions without having to be licensed (which is not typically needed,
given that they do not have underwriting functions). To the extent the OPM carriers are



exempt from state law, such a change to the NAIC model might not be directly relevant,
but it shows our interest in kegping current with the best practices in the states.

Question: Our interpretation of HIPAA requirementsistha, in the event of atransfer of
the group policy to another Contractor, insured must be given the right to retain their
current coverage or accept the transfer. On page C-11 the RFP sates that enrollees will
transfer to the new Contractor if FLTCIP changes Contractors. How is this consistent
with requirements for a Tax Qudlified plan?

Answer: Bidders should assume that OPM is correct in its interpretation of HIPAA.
However, we will certainly have input from Treasury aswe go forward with the actud
contract language. If it turns out that individuas must be given such aright then they

will have that opportunity. However, we believeit isimportant that the individuals move
with the Program to any new carrier.

Question: The RFP does not ask for a nonforfeiture option in the plan design. In order
to be competitive with the individua market, is OPM anticipating offering nonforfeiture
asa “behind the curtain” feature?

Answer: The bidders should fed freeto suggest this. While we envision contingent
nonforfeiture as dl thet is needed for most individuals, there may be enough consumer
and other information before the genera public so that it could be prudent to have atrue
nonforfeiture provison available if requested. However, given that thisis an offering
sponsored (and endorsed) by the Government, the manner in which *behind the curtain”
features are trested is Somewhat problematic in view of the fact thet rdaively smple and
graightforward plan presentations tend to be more successful.

Question: Define what OPM means by “informal care?” Can the Contractor consider
non-trained informa caregivers like friends or neighbors within the framework of
“family” care, and define “informd caregivers’ to include independent and/or non
licensed providers qudified by training and experience to provide LTC.

Answer: Asaways, the bidder is free to define this the way that makes the most sense.
But at its broadest, the ideaisindeed that friends and neighbors may be helping out.
Unlessthe person is dready living in the house with the insured, then anyoneisa
candidate for being defined as an “informa caregiver” if they are providing reimbused
care. We would not necessarily think of trained providers who are not licensed as
informa caregivers, but thereis no reason a neighbor who is a nurse could not qudlify.
The carriers system should set up the overdl reimbursement system to accommodate the
need to pay for such caregiver assistance but do so asthey think best. The objectiveis
reimbursement of cost effective care that meets the enrollee’ s needs and preferences
which iswhy the RFP s plan design places heavy emphasis on the role of the care
coordinator and plans of care.

Question: With respect to family care, page C-10 says thisis covered when the enrollee
uses care coordination, but it dso specifiesthat benefits can be limited to reasonable
costs. Does this mean that the 100% home care benefit payment amount typicaly
associated with using care coordination would not apply to the family care benefit?



Answer: Thelimiting factor hereisaplan of care drawn up by a care coordinator and
reasonable costs, e.g. costs below those associated for care provided by “formd”
caregivers.

Question: What provisons of the NAIC 2000 model is OPM referring to on page C-10?
All provisions or only those regarding the nature and type of coverage?

Answer: For purposes of covered services the NAIC 2000 modd isthe same as the 1993
model. We do not see any changes between the two dates on these issues.

Question: Why does OPM dtipulate that premium waiver beginsimmediately after
bendfit digibility is certified? Experience shows that many people are certified for
benefits but never submit aclam. Thistype of premium waiver would add sgnificantly
to premium cogts and adminigtrative complexity, including the need for more frequent re-
assessments, which could be invasive to insureds.

Answer: Our ideawasthat premium waiver was one method we could use to get the
insured into the “system,” meaning they contacted us and began to utilize care
coordination and make other arrangements that might be better than what they would
come up with on their own. We have no interest in unduly adding to the premium cost
and complexity but would want carriers to propose methodologies that would produce
outcomes as good for those that do file claims and need care services to begin, such as
walver cgps or minimum required expense levels.

Question: Page C-9 outlines the FPO as offered every other year aslong asthe enrollee
has not passed on 3 prior options and is not on premium waiver. Will OPM consider
other approaches to the FPO if they are more favorable to the insureds than this
gpproach? Should these dternatives separately as*innovations’ on the base plan design
and pricing?

Answer: Bidders should indeed use the innovations option for ideas such asthis. While
we do not specifically dways request the bidders cdculate the change in premium costs
(higher or lower), if it is easy to do o, then knowing the impact in generd of any benefit
innovation is of interest to us. If we eect to pursue any innovations dl carriersin the
competitive range will be asked for pricing and other data in the context of best and find
offers.

Question: What approach to the FPO offer amounts does OPM want bidders to include
in the base pricing? Should we use 5% compound from the prior offer amount, from the
last offer amount taken for each insured, or should a CPI-type index be used?

Answer: The FPO should be priced as aflat amount. OPM will evauate the difference
between that and the 5% compounded premium.

Question: How does OPM intend that contractors verify digibility for an adult foster
child? Many foster children, as adults, do not maintain contact with foster parents so
verifying digibility seems difficullt.

Answer: Aswith dl other categories of qudified rdatives, we are assuming that sdlf-
certification will be sufficient given full underwriting of qudified rlatives, unlessthe
Contractor specifies otherwiseinitsbid. However, we do anticipate including the



definition of fogter child in the application. We are not talking about children placed in
foster homes by the state, but who are till wards of the state. We are talking about
children raised to adulthood by the “foster” parent who provided dl the care and
financid support to the “child” until adulthood.

Question: Arethethree prior [future purchase] options cumulative over the insured's
lifetime, rather than the last three consecutive ones?

Question: Istheright to switch to automatic inflation at the time of each future purchase
option a guaranteed issue one, or may we require proof of good hedth?

Question: On page C-9, Contractors must give enrolleesin FPO the right to switch to
automatic compound inflation, with premium based on attained age, a each offer.
Clarify that this coverage increase, if desired by the enrollee, will be subject to
underwriting and will not be required if the enrollee is on claim or during the dimination
period at the time of the FPO offer?

Question: 1) (Pg C-9)RFP dates that enrollees choosing future purchase option have
“right to switch to automatic compound inflation a each future purchase option
offering.” Say an enrollee with an issue age of 40 buys a $100 policy and buys another
$10 of benefit 2 years after initid purchase. Does the enrollee have the option of buying
the additiona $10 of benefit with automatic compound inflation? Or does the enrollee
have the option of converting their entire $100 of benefit to automatic compound
inflation if they pay a42 year old’s compound inflation premium?

Answer: The enrdllee has the option of switching, without additiona underwriting, the
$100 future purchase option to $100 of automatic compound inflation coverage a the age
for 42 year olds provided that three FPO opportunities had not been declined during the
enrolleg slifetime. This option will not be available to those in aclam or premium
waiver satus.

Question: 2) (Pg C-11; Portability #2) RFP impliesthat coverage shal continue a the
same rates that apply to smilarly covered persons who have not separated from
employment. However, will modal premium loads il be dlowed? For example, if an
enrollee chooses to pay premiums quarterly instead of semi-annualy, asmal expense
load will be judtified for the additiond administration involved.

Answer: The Contractor can propose whatever it wishesin thisregard. Modd
premiums might be gppropriate for direct pay versus debit or payroll deduction.

Question: What does OPM mean when it talks about paying a different home care
benefit level when someone “uses care coordination.”? Beyond the HIPAA-requirements
for aLHCP to do an assessment and prepare a plan of care, what additiona services and
requirements does OPM envision as defining “using care coordination?’ What does it
mean specifically to “use care coordination” or to not use care coordination? How are
these concepts operationalized in OPM’ s view?

Question: 3). (Pg C-10; Covered Services#7) Theterm “use’ vs. “approved” appears
severd times throughout the RFP with respect to care coordination. Is*using care
coordination” the same as “approved by a care coordinator?” The concern isthat an
enrollee can “use’ care coordination by contacting the care coordinator athough the care
coordinator does not “ approve’ family caregiving.
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Question: What roleis OPM expecting the care coordinator to perform in each of these
coverage choices?

Question: Isthe care coordinator in apostion to limit benefits? If so, please provide
details.

Answer: — Therole of the care coordinator is to assess the need for care and to draw up a
plan of care that meets the enrollee’ s needs and preferences. 1n anumber of instances,

eg. care by family members and informa care, will only be reimbursed if it within the

plan of care. In others, rembursement rates, 50% vs 100% of the maximum weekly,
benefit, will be dependent on use of the care coordinator. In il others, eg. nursing

home, use of the care coordinator has no impact on coverage or payment levels.

The care coordinator’ s primary role should not be viewed seen as limiting access to
benefits but as arranging for care. The care coordinator is an enrollee advocate and not a
managed care gatekeeper or an agent of the insurance company. However, there may be
ingtances where benefits are limited because the enrollee inssts on aplan of carethat is
imprudent.

Question: Does OPM have VA long term care facilities? If so, is OPM
expecting carriers to reimburse the insured for long term care services
provided in veterans’ facilities?

Answer — OPM does not have VA feacilities. The Department of Veterans Affairs
controls the VA facilities. OPM believes strongly that OPM should not have to pay the
Depatment of Veterans Affairs for care that individuads are entitled to in a VA facility

and will write regulations to this effect.

Question: [In question 7 on page C-11], Is OPM referring to Americans living abroad or
to foreign nationals? If it isthe intent of OPM for FLTCIP to cover both, please specify
the number of individuasin each category, in which countries they resde, and whether
they reside on military bases, in U.S. embassies or other.

Answer: — OPM isonly interested in covering individuas who are employed by the US
government (civilian or uniformed services) or retired from the government (civilian or
uniformed services), or their qudified relatives. If they happen to be foreigners (i.e., not
US citizens or nationas) then they gill may be digible for coverage. Instead of
concentrating on their citizenship, the carrier should instead be setting up sysemsto
accommodate individuas abroad and focus on any limitations that have to be created or
acknowledged due to the foreign location and the carriers inability to provide coverage.
Note: OPM consders coverage in the US territories to be critical.

Question: The enrollment numbers specified in the RFP indicate
enrollment may be between 500,000 and 1,000,000 lives. Can any further
details be shared regarding the assumptions surrounding these figures.
Answer: OPM knew that contractors would want some working estimate and therefore
chose the 500,000 to 1,000,000 range. Thereis no red basisfor this estimate and we

have no more detailed information &t this time athough we are in the process of

reviewing the experience of others and will develop (but not disclose) estimates for
benchmarking purposes.
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Question: Would OPM congder including domestic partners under the definition of an
eligible spouse.

Answer: This has not been determined. If there are insurance issues which are different
for domestic partners than for legdly defined spouses, the contractor should raisethemin
the context of underwriting requirements for spouses.

Question: Should premiums be based on the insured’ s age as of effective date, or does
OPM use some other date for determining age under other benefits?

Answer: OPM has assumed premiums based on age at application, but aswith dl
aspects of the RFP, contractors may make a case for an dternative approach.

Question: Will OPM consder offering a Facilities Only Plan?
Answer: OPM will consder any agpproach that would strengthen the FLTCIP while
keeping the marketing and rollout straightforward and effective.

Question: What is the home care benefit for an insured that may reside in an area that
does not have a care coordination programin place.  Presently, the 100% home care
benefit is conditional upon use of a designated care coordination program.

Answer: We welcome comments on thisissue. Indeed, there would have to be an
accommodation so individuals are not disadvantaged (for example, it might well be thet
the home care benefit would not be conditioned on use of care coordination in areas
whereit is not avallable).
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[11. CONTRACTOR INFORMATION

Question: Please provide clarification [of number 3 on page C-14]. If aconsortium of
insrersis submitting abid, does this provison apply to the relationship between insurers
in the consortium, or only to the consortium's subcontractors/vendors?

Answer: — To assure the broadest and most open competition, OPM fedls carriers should
not prohibit any party (whether it be another insurance company or a subcontractor) from
making any other arrangements with any other party.

Question: In the case where insurance carriers have come together and formed a
consortium, is OPM looking for each participating company’ s current practices regarding
certain processes, or isit OPM’sintention that the questions be answered based on how
the consortium will be handling this program. For example questions regarding carrier’s
care management.

Answer: Where a company has a specific role, e.g. care management, questions about
practices should be answered from the perspective of thet role.

Question: Please clarify whether the intention of the provision mentioned on Page C14
Question 3 pertains to vendors or to both vendors and insurance carriers who have joined
to form consortiums.

Answer: Where the RFP asks for data about a company’ s strengths, practices,
experience, etc. and acompany or vendor or whatever is being proposed with a specific
role or respongbility, the question should be answered from the perspective of that role

or respongbility.

Question: Inthe event that consortia are formed congsting of more than one insurance
carrier, and these carriers provide OPM with proprietary information, how will OPM treat
this proprietary and confidentia information under the Freedom of Information Act?
Answer: — If carriers designate any information as proprietary, OPM will not releaseit.
However, this result cannot be guaranteed since a FOIA request must be defended and it
is likely that specious requests for confidentidity would not prevall. However, core
proprietary data should have no such problem given both the government’ sinterest in
securing thisinformation for purposes of sdecting the best carrier and the carriers
interestsin preserving trade secrecy.

Question: If aconsortium has presented a bid, should each participating carrier complete
form SF33, or should the form be revised by the bidder to accommodate multiple
cariers?

Question: Thelegd entity that is proposing to administer the FLTCIP does not yet
formdly exist dthough the companies have agreed to come together in the manner
described in the response to the FLTCIP RFP. Who can complete the SF-33, make
certifications, etc.?

Answer: OPM expectsto contract with asingle lega entity. That entity completesthe
SF33, the companies or vendors that comprise the legd entity or have subcontracts or
agreements with it do not. The person/entity designed as the promoter or agent of the
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entity to be formed can execute the SF-33 and other documents on behdf of the entity.
The entity mugt legdly exigt a the time OPM contracts with it.

Question: We assume that this provison [in number 4 on page C-17] isintended to
cover OPM’ s expenditures for generd program implementations and administrations.
Please indicate the assumptions to be used in the pricing to cover the cost of anationd
education program on LTC that will precede or concur with the marketing campaigns.
Please be specific as to the dollars that should be spent.

Answer: — Any nationa campaign will be at the carriers design and expense. OPM
intends that the carrier identify how it wishes to proceed and fund the effort. This
involves both the part that is more traditionaly done by the carrier (“marketing”) and the
part that is done by the employer (“education”). Appendix C discusses the avenues that
we have available at no cost to the Contractor (e.g., the Contractor does not have to pay
to issue a Benefits Adminigtration Letter to the agencies and will not have to pay for the
first satellite broadcast). Thus, the dollar value of the campaign is the amount you wish
to set. Thefigures we gave ($2 million for the first year and $1 million per year
thereafter) are for other expenses, including the salary of the smdl OPM aff, actuaria
review of premiums, €tc.

Question: In order not to double count expenses for implementation and adminidrative
activities, please darify what OPM is assuming will be the nature and focus of their
activities which comprise the $2 million for FY 2001 and $1 million theresfter for
adminigrating the program (e.g. interface with agencies and/or digibles directly)? These
expense amounts are noted on page C-17.

Answer: OPM isendeavoring to be responsve to the need to devel op an education
(information) strategy. Thiswill be done in close coordination with the Contractor.
Since the law does not permit OPM to bear these expenses (either because the carrier
pays for them or they are advanced from the life insurance fund which isthen
reimbursed), the Contractor will do so. It isour estimate that the Contractor is
reimbursing OPM for gaff and consultant costs for FY 2001 (including monies spent in
FY 2000) but that there will be less consultant and more “ outreach” and oversight
activities theregfter. We do not envision the possibility of duplicate administrative costs.

Question: Please explain the Contractor's right to terminate or revise rates at the
expiration of a contract term, in the event that the Contractor and OPM are unable to
agree upon renewal rates.

Answer: If OPM and the Contractor could not agree on premium rates at contract
renewa, OPM would recompete the contract.
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V. FINANCIAL

Question: How does OPM plan to realize its objective of achieving a premium that is 15
to 20% below comparable long term care insurance individua policies?

Question: On page C-17, the Contractor is required to certify that they have priced to
“moderately adverse’ conditions. Although this requirement is consstent with the 2000
NAIC Modd Regulation, very few LTC policies currently being marketed in the private
sector have been priced under this actuarial standard. Will thisfact temper OPM’s
expectation that FL TCIP premiums be 15-20% beow those in the private individua LTC
insurance market? (See page C-33, Premium Rates Requirement 1) If not, why not?
How does OPM define “moderately adverse’?

Quedtion: (Pg C-17) How does OPM reconcile the desire to have rates 15-20% below
the average sngle industry rates in the individua market, yet they expect premiumsto be
priced to “moderately adverse” conditions? It is questionable whether most productsin
the individual market have been priced to “ moderately adverse’ conditiors.

Answer: Itisour bdief that many group carriers dreedy in effect price to the new NAIC
gtandard. For example, any group policy that has increased benefits over the yearsis, in
effect, apolicy that was priced moderately to begin with. Thus, while bidders may not
have used the precise tools found in the new NAIC mode, their actuarid assumptions
were those of acompany that intended to set arate that would be stable over time. Asto
the specifics of “moderately adverse,” the carrier should look to the guiddines being
developed by the NAIC and the American Academy of Actuaries. While it may be true
that individua products have not been priced to this standard they dso have had to load
in agent compensation and higher marketing costs than we expect. However, if carriers
are concerned about how we wish to compare group and individua they are certainly free
to explain how rates will risein the future for individua products now that the NAIC no
longer alows them to under- price.We expect our size and economies of scale, the
absence of Commissions, your efficiencies and low profit margins, to produce our
premium objective. We have not tempered our expectations.

Question: In Section C, Premium Rates, the first requirement is that program premiums
be “ 15-20% below comparable premiumsin the individuad market for single, standard
risks” How will OPM evduation the competitiveness of bidders ratesreative to the
individua market? Will “outliers’ be excluded? Which individud LTC carrierswill be
included in the andysis? Which policy forms? Do proposed rates need to meet this
requirement at al issue ages and plan designs, or will it be sufficient for composte rates
(assuming a reasonable didtribution of business by issue age and plan design) to meet this
gandard? Can bidders present market anadyses of their own to illustrate the
compstitiveness of the proposed premiums with the marketplace, aslong as dl
assumptions and methods are clearly defined?

Answer: Wewill useavariety of sources, including amix of exising busnessaswel as
consultant models, to review the rates submitted. We can see that rates might vary so that
some ages or designs will “look” better than others, so composite answers will be fine
(whichisnot to say that you should not provide unaggregated answers where we ask for
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them). Supplementa materias about rates and competitiveness supplied by the
Contractor are acceptable.

Queston: (Pg C-18, #4) How isthe amortization of issue and marketing expenses
coordinated with the Experience Fund, if a al?

Answer: The Experience Fund is run on acash flow bass. Amortization of issue and
dart up costsis necessary for stable, long term premium setting.

Question: (Pg C-22, etc.) Much of the morbidity data requested will be extremdy
proprietary in nature. Will OPM and their contracted reviewerswill be willing to sgna
confidentidity agreement and certify that no other competitors (insurance company,
consulting firm, TPA, etc.) have access to the data requested in the RFP?

Answer: OPM will maintain the confidentidity of information that isidentified to be
confidentid. Fed freeto propose the use of a confidentiaity agreement and we will
decide whether to 9gnit. OPM will be using outside experts to provide technica
support but will request them to execute reasonable agreements.

Question: (Pg C-33, Table 7) Table 7 gppears to exclude investment income aswdll as
changes in reserve baances. Isthis because any investment income earned on resarvesis
expected to be offset by changes in reserve balances on a present value basis? If thisis
true, what other income isto beincluded in “Totd Income Used in Pricing”?

Answer: The amended ingtructions for Table 7 address this question.

Question: (pg C-36,37; Experience Fund) The Experience Fund is calculated using the
lesser of actud or expected expenses. This naturdly increases the vaue of the fund and
hurts the existing carrier. What isthe rationde behind this?

Answer: Thismaintains an incentive to keep costs reasonable and to make realistic
assumptions.

Question: (pg C-37,38; Experience Fund and Contract Termination) The Experience
Fund appears to be a modified verson of aretrospective gross premium reserve which is
to be transferred upon contract termination. However, in the Contract Termination
section, the RFP states that “ Contractor must transfer dl reserves and assets to the new
Contractor.” Which istransferred, the experience fund or the reserves? In addition, does
the Contractor receive any condderations from the new Contractor for this transfer of
reserves?

Answer: Thereferenceto “al reserves and assets’ means the Experience Fund. The
Contractor does not receive any consderations from the new Contractor for this transfer
but the RFP contemplates the possibility of termination fees.

Question: (pg C-40, Table 9) Does Table 9 only gpply to the caculation of profit for
the Experience Fund as well as monitoring purposes? If there are other purposes, please
define them. Please provide examples, both favorable and unfavorable to the carrier, of
what happens to profit as detailed in Table 9 in the experience fund caculation. Who
receives or benefits from the portion of profit the carrier may put at risk, the new carrier
at termination, OPM or the federal employees and other insureds?
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Answer: Table9isintended as the contracor’s primary source of profit, but see dso
H(b)(5), p. C-40. A favorable outcome would be getting 100% of what is proposed. A
less favorable outcome would be forfeiting 30%, an unfavorable outcome would be
forfeiting 100%. Forfeited monies accumulated in the Experience Fund and transfer to a
new carrier.

Question: (pg K-6, Section K.9, (a)(1)) Where can the accounting statement
requirements last issued annualy by OPM be found?

Answer: The requirements differ by benefit program. We haven't set any requirements
for the FLTCIP yet and will work with the Contractor after contract award before issuing
any requirements.

Question: Who controls OPM’s admin. expenses that the contractor must reimburse?
Answer: OPM issolely responsible for OPM expenses but they are subject to the normal
Federal budget process -- the request must be reviewed and approved by the Office of
Management and Budget and enacted by Congress. Note that the RFP states you should
assume $2 million for the first year and $1 million for each year after thet, to include al
OPM expensesrelated to the FLTCIP.

Question: Will there be locd taxes, fees and guarantee association assessments?
Answer: We assume that thiswill be afunction of your Sate of domicile. However
footnote “d” ingructs you to include them in the Premium Taxes entry for Table 1, page
C-19.

Question: Who keeps the insureds that are on claim at the time of contract transfer?
Question: In the portability section on page C-11, please darify if it is expected that
enrollees who are on clam will aso transfer to any successor carrier.

Answer: If the contract moves then dl insured members move to the new carrier.
However, we are thinking that it might be disruptive to move someone to anew carrier if
they arein clams gatus. Rather than disrupt that relationship with the old carrier we
think the insured would be asked their preference at that time. Given that thiswill bea
smdl number of people and the person isin cams we think this cost of this could be
easly assessed and the exiting carrier easily recompensad by the incoming carrier for the
expense. (can combine with smilar question on this topic)

Question: ”Guarantee arate of return to the FLTCIP’? What does this mean? Why
should FLTCIP get any “return”?

Answer: Inthisingance, “return” means the amount the carrier thinksit will earn on
investment or interest income, it is not what flows to the Program.

Question: Isreinsurance dlowed and can it be changed over time during the 7-year
period?

Answer: Reinsurance arrangements are definitely encouraged. We like the notion that
this would remain stable over the period of the contract but if it is necessary to change
reinsurers, thisif acceptable.
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Question: What are the “agreed upon termination fees” ?

Answer: During the “best and find” negotiations between OPM and the Contractors to
findize the contract, we will jointly agree on what fees, if any, may or may not be
imposed and other matters related to termination, should that occur.

Question: To what extent can you change New Business rates or selection criteria?
How frequently?

Question: Will the Federd Government (OPM) honor the rate increase “ Formula’ put
into the bid? What processwill bein place to dlow changes in Underwriting and rating
of New Business if the experience showsit’s necessary?

Answer: While aformulamay be proposed as a means of initiating discussions about a
rate increase, OPM will review and anayze the tota FLTCIP environment before
agreeing that increases or more stringent underwriting is necessary. In the absence of a
formula, the Contractor could approach OPM at any timeit believed it could demongrate
that experience warranted areview of rates or other matters.

Question: Where is the protection that this LTC program won'’t be discontinued for new
issues and the origind company |eft with the program? Then a“new” LTC program is
legidated which is more attractive than the old and al the good risks from the old pool
move over leaving only unhedlthy risks?

Answer: There are no guarantees. If you are not comfortable with this, then please do
not submit abid. It isunlikely we would abandon our former employees to an old pool.
The mogt likely scenario if things go bad is that we close the program completely and
rethink the whole exercise. If we did this, then we could see a new block of business
forming in the future with anew contract — and perhaps anew carrier. We would
ultimatdly try to move the old block into the new block, but in afashion that did not
disrupt it. Given our Size it might be possible to do so where with most other groups it
would be unlikely we could even contemplate this. Of course, dl thisis extremely
unlikely with the right carriers winning the bid.

Question: Can it be set up that the Federa Government dways holds the assetsin a
Gov't trudt, to avoid the market adjustment if the program is removed after 7 years. This
would dlow for abetter matching of assatsto liabilities.

Answer: Thelaw did not set up the Program thisway. The Government cannot hold the
investments.

Question: Can the FLTCIP fund be charged interest by the carrier during deficit
periods?

Answer: Start up costs are to be amortized for premium setting purposes and repaid as
cash is available from the Experience Fund.

Question: Can the expense gpproach be changed to being reviewed on a cumulative
basis over the 7 year term of the contract, rather than year by year?

Answer: OPM will take cognizance of the Contractor’s cumulative performance and past
profit awards when conducting its annua reviews. Contractors are free to propose
dternative gpproaches to profit determinations.
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Question: Table 1 page C-19: Explain footnote “e” and more information is requested.
Answer: Footnote“€’ requests the cost of underwriting and maintenance during a policy
holder’ s second year. Most of these costs will have been incurred in thefirgt year.

Question: Table 9 page C-40 would best require different weights according to the
duration of the contract. |s this anticipated?

Answer: We do not understand this comment but you are free to make any proposa you
think is appropriate.

Question: What are the rights of the carrier to terminate the contract?
Answer: The Contractor isfreeto wak away from the contract after any 7 year contract
term.

Question: Please explain whether clause 52.271-9, OPTION TO EXTEND THE TERM

OF THE CONTRACT permits OPM to extend a contract period beyond 7 years, and how

that impacts rate changes.

Answer: — OPM intends to issue contractsin 7 year periods (except for the first period
which might be shorter). Thislanguage merely means that we have to give the
Contractor notice before extending to a second, third, etc., 7 year term.

Question: Clarification on the term of the contract. The authorizing legidation Sates
that the term of the master contract shal befor 7 years. You haveindicated an
anticipated term of 10/1/01-9/30/08. Based on the assumption that al plan documents
will be findized in December 2001, we believe that the earliest date coverage under the
FLTCIP will be effectiveis early 2002. Would the term of the contract be 7 yearsfrom
that date (into 2009), rather than from 10/1/017?

Question: “The anticipated base period for this contract is October 1, 2001, through
September 30, 2008. Each option period shal consist of a 7-year teem. Thereis no limit
to the number of options the Government may exercise” Thisisnot our understanding
of OPM’sintent. We have been under the impression that there will be one lead-in yeer,
followed by seven full plan years ending in 2009 rather than 2008. Please confirm.
Answer: The Government must have a contract in place before it can authorize a
contractor to incur reimbursable expenses. Thus the term of the contract must begin
before the term of policies offered under the contract. We will need to agree on some
form of truncation in the first term to place the FLTCIP on afiscd year basis.

Question: Please darify whether the bidder should assume separate reimbursement to
OPM for expenditures for an educationd program, aside from the cogs that the bidder is
assuming in their marketing/education program.

Answer: OPM'’stota reimbursable expenses should be assumed a $2 million for FY
2001 and $1 million thereafter. OPM will not undertake an independent educationa
program. It will work with its contractor.
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Question: Please provide additiona clarification to Question 4 on Page C17 regarding
reasonable expenses in year one and subsequent years.  What expenses would fdl into
the reasonable expense category for those years.

Answer: While OPM would never incur any unreasonable cost, Congress chose to
provide guidance in thisareaiin the LTC Security Act. The cited cogts ($2 million in FY
2001 and $1 million theresfter) are more than reasonable.

Question: Who keepsthe insureds that are on claim at the time of contract transfer?
Question: If the FLTCIP switches carrier and enrollees transfer to the new contractor,
will OPM indtitute the requirements stated in the NAIC LTC Model Reg: (1) require the
succeeding carrier to offer coverage to al persons covered under the policy onthe date of
termination, (2) require the new carrier to have no preexisting condition exclusions, (3)
require the new carrier to not vary premiums based on disability status, claim experience,
or ueof LTC services. Will the new coverage (1) provide benefitsidentica to or
subgtantidly equivaent or in excess of the terminating coverage and (2) use premiums
caculated based on the ages at inception of coverage under the terminating coverage? Is
the intent to give enrollees not in claim an option to remain with the exiging carrier?
Enrollessin dam will remain with the existing carrier?

Answer: Yesto dl questions, except enrollees not in clam status will not have the
option of staying with the existing carrier and the status of those in dam status would be
determined as part of the transfer. But they would probably be transferred to the new
carrier, especidly if continuity of their care coordinator could be maintained.

Question: Page C-18, requirement B.a.4. Confirm that underwriting costs should also be
amortized over the average lifetime of initid enrollees.
Answer: Underwriting costs are an “issue€’ cost subject to amortization.

Question: Page C-26 and C-27, table 5D and 5E: confirm that ultimate incidence rates
should be provided in these tables.
Answer: Theratesrequested in Tables 5 D and E are ultimate incidence rates.

Question: Page C-36: E.a2. Wha isthe intention regarding the calculation of
cumulative "taxes paid" which are to be deducted from the Experience Fund?
Answer: The Experience Fund is maintained on a cash basis, so expense items are
deducted on acumulative basis.

Question: Page C-37 F.a2. Confirm that references to providing estimates, fina
caculation, and transfer "of reserves and assets' means the Experience Fund (with
appropriate adjustments) and not the statutory reserves.

Answer: All such referencesin Section F, Contract Termination, are to the Experience
Fund.

Question: Page C-40 Table 9: Please darify the intent of the following statement in
regards to the Actud vs. Expected Enrollment Experience "adjusted for actud
demographics'?
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Answer: Clams experience is affected by enrollment demographics. Adjusting for
actud demographicsincreases the probability that the contractor’ s performance will be
judged successful in the areaof claims experience.

Question: In comparing OPM premiums to the individua market, how will OPM adjust
for the fact that the underwriting approval/reection rates between the OPM program and
the typicd individual policy are dramaticaly different? These underwriting differences
have an important impact on premiums.

Answer: OPM will useapricing mode that will take into account gpproval/rgection
rates. It isour intention to compare premiums on an equd basis, however we believe that
there is good reason to think that any “loss’ we face in the fact that our underwriting for
employessislighter will be counterbaanced by efficienciesin 9ze and imination of

agent commissions.

Question: How will the competitiveness and validity of the contractor’ s proposed rates
be evaluated? While OPM has specified a standardized plan design and underwriting
drategy for pricing, many other assumptions may vary. How will OPM evauate
differences across bidders regarding lapse, interest and expense assumptions, and other
variables like assumptions regarding age/gender mix, plan selection?

Answer: OPM will use the Contractor’s own assumptions as inputs into the pricing
mode and determine whether the proposed premium and assumptions are redigtic. Our
models incorporate standard actuarid vaues for these other assumptions to the extent
they are not specified by the bidder.

Question: The RFP requires that the financial and accounting aspects of the program be
handled separately from the insurer's other LTC business, though the exact mechanics are
not clear. Isit the pogition of OPM that the group policy will enjoy preferences that are
not available to the insurer's other policyholders? For example, in the event of an insurer's
insolvency, al policyholders are treated the same, but are provided a statutory preference
over the insurers creditors. However there is no super preference for any policyholder.
What preferencesif any does OPM want?

Answer: Thefinandd and accounting aspects must be separately identifiable, not
necessarily separate from the insurer’s other LTC business. Note that the RFP states that
FLTCIP assets are not available for satisfying obligations arising from the Contractor’s
other lines of business.

Question: For long term care insurance, an insurer’ s profitability can vary sgnificantly
by palicy/certificate duration due to the impact of statutory and GAAP reserve
requirements, acquisition expenses, and insurer required capital consderations. Can the
proposed profit as a percentage of premiums given in Table 9 vary by OPM contract year
or by individud certificate duration?

Answer: Yes, by fiscd year.

Question: On page C-18, issue and marketing expenses are expected to be amortized
over the average lifetime of initid employees and provison will be made for unamortized
initial expensesin any fund transfers to a successor carrier. To the extent that re-
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enrollment marketing and issue expenses will be incurred throughout the contract period,
will issue and marketing expenses incurred after the initid enrollment receive the same
treatment?

Answer: Yes Our preferenceis that initia expenses be incurred by the carrier rather
than OPM on the theory that the carrier can amortize over alonger period than we can
(snce we have to re-pay the Life Fund within the first year). But we dso assume that
ongoing expenses will dl be the carriers and that, again, amortizing over alonger period
is prevailing practice.

Question: On page C-20, Question #4: Expenses may be significantly higher per
enrollee than expected due to lower than anticipated enrollment. If this should occur, will
the Contractor be able to reflect it in the premiums?

Answer: If thisoccurs, OPM expects that the insurer will work with OPM to decide
whether the premiums need to be adjusted or whether there is another avenue to explore
(perhaps holding another open season with more and improved marketing). We are
expecting that the premiums will be st for life, athough we understand that this cannot
be guaranteed with certainty. Another dternaiveistha premiums for new enrollees
would perhaps have to rise more than otherwise contemplated but existing premiums
remain stable.

Question: Page C-33, Question #18: Isthe“lossratio” reference in the first sentence of
this question the ratio of damsincurred to lifetime premiums?

Answer: Delete Question 18. It pertained to an earlier version of Table 7 and should not
be answered.

Question: Page C-36, Statutory Reserves, and Requirement 1. Will the use of offshore
reinsurance to relieve satutory surplus strain be permitted? If yes, would the use of this
reinsurance have an adverse impact on the evauation of a proposa?

Answer: Yes, they are permitted and, no, they will not have any negative impact on the
evauation of proposdls.

Question: Experience Fund Maintenance: Do FLTCIP assets actudly need to be
segregated from the assets of other clients, or can they be part of an insurer’s generd
account, but accounted for separately? Incluson in the genera account may alow for
gregter investment flexibility and potentidly higher rates of investment return.

Answer: FLTCIP assets do not need to be segregated from the assets of other clients.
They need only be accounted for separately in a manner that can be easily audited.

Question: Experience Fund Maintenance: Can the “net income’ credited to the fund be
net of an investment rate “spread” (i.e., profit to the investment manager) aswell as
investment expenses? Do the “taxes paid” that are deducted from the fund include
Federd income taxes?

Answer: Yes, it can benet of a“spread”, aslong as that spread is clearly identified.
“Taxespaid” do not include Federal income taxes that the Contractor pays on its profit.
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Question: Contract Termination: Section F.a.1. Requires that the Experience Fund (with
adjustments) be transferred to the new Contractor. However, in Section F.a.2., references
are made to “reserves and assets’ being transferred to the new Contractor. Are “reserves
and assts’ the same as the Experience Fund?

Answer: Yes.

Question: Profit: Isthe proposed profit disclosed in Table 9 on abefore or after tax
basis?
Answer: Beforetax, thesameasin Table 7.

Question: Profit: Table 9 indicates that no profit would be available if premiums are not
aufficient to cover clams and expenses. Asthe FLTCIP business matures, it becomes
likely that premiumsin agiven year may not be adequate to cover clams and expenses
paid during that year. Additiona fundsto cover these clams/expenses are drawn from
the accumulated plan assets'reserves and the investment earnings on those
asetgresarves. Thisisfully anticipated when the contractor pricesthe plan. Why isthe
contractor’s annual profit eiminated when this occurs?

Answer: The Tableis referring to aggregate premiums, not premiums collected in any
given year.

Quedtion: Profit: Please darify the “Condderations’ column of Table 9. For example,
would success in meeting enrollment goals result in areduction or incresse to the annud
profit? Conversdy what would failure to meet enrollment gods result in? How will
these goals be established?

Answer: Success in meeting enrollment goas would result in movement toward the
profit requested . Failure would result in adecrease. The Contractor and OPM will
jointly negotiate these godls.

Question: Isthe“Return on Investment” the investment return on plan assetsreserves or
the contractor’ sinterna return on investment in the FLTCIP plan?
Answer: The return on plan assets/reserves.

Question: How will “responsivenessto OPM” be measured? This seemsto be avery
subjective factor that may be difficult to measure objectively.

Answer: OPM will work with the Contractor to negotiate some objective measures for
this category. However, some of this category will, by definition, not be objectively
measurable. OPM will certainly exercise due diligence and fairness in this category.

Question: Experience under Group LTC plans can be volatile, especidly with respect to
clams, unfavorable variancesin one year can be followed by favorable variances in the
next year. It appears that the formula proposed in Table 9 would pendize the contractor
for adverse plan experience in any given year, but would not alow the contractor to
recoup past lossesif future experience is more favorable than anticipated. Isthis what
OPM intends? Would the formulain Table 9 alow for increases to the proposed profit if
plan experience is favorable?
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Answer: OPM’sannud evauationswill be cognizent of the Contractor’s performancein
prior years. We hope our relationship will be along term one.
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V. UNDERWRITING
Employees/Annuitants'Spouses

Question: The more traditiond definition of “actively a work” for purposes of issuing
coverage on either aGl or MGl basisis“the employeeisat hisor her usud place of
employment on the day they apply for coverage and on the coverage effective date, or if
they are on vacation or sick, disability or sabbetical leave, on hisor her first regularly
scheduled day of work after that date.” Do you object to this additiona language?
Answer: Inaddition to addressing our question on this, fed free to propose whatever
additiond language you believe makes the most sense.

Question:  Under the short form gpproach to underwriting employees, is there any
objection to excluding the mentdly retarded from standard coverage?
Answer: Yes, unlessthere is astrong insurance case to be made.

Question: OPM mentions the consideration of short-form underwriting for annuitants?
Can we consder adifferent short form than the one outlined in the RFP for spouses of
actives?

Answer: Whilewe are tempted to say “sure,” the problemis that we would, in practice,
want as few different underwriting forms as possible. In a perfect world, in fact, there
would only be one form for everyone. If you introduce multiple forms you should
explan in the marketing section how you will kegp them straight and how you will dedl
with individuas who complete the wrong form, especidly less sringent formsthat are
accepted by mistake. Remember that the RFP contempl ates salf- certification of group
gatus.

Question: On page C-43, it says, “spouses will be asked for some additiond information

as a subgtitute for not being actively a work for the government.” Does OPM have any
limits on what these additional questions can or cannot be?

Answer: The questions should obvioudy pertain to establishing why the spouse is not
actively at work. Inthe abdract if you view “actively a work” as a surrogate hedlth
guestion then the subtitute questions should be hedth questions. However, if you can
amply ask the name and phone number of their employer, this might suffice to show they
are every bit as“actively a work” astheir spouse. Asto where we would draw the line,
our preference would be that there not be so many questions that it goes much beyond
short form underwriting. The degree of underwriting being performed for active
employees would aso be afactor.

Question: Please provide darification surrounding the underwriting requirements
related to employees and spouses for the unlimited benefit option. Isit OPM’sintent to
alow more comprehensive underwriting for this option.

Answer: Additiona underwriting may be proposed for the unlimited benefit option for
employees and spouses. Given additiona underwriting, our preference would be for
identical spousa underwriting.
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Underwriting Practices

Question: What does OPM mean by the phrase on page C-43...” you must maintain
underwriting stlandards during that period with no shortcuts’? Aslong as underwriting
dandards are consstently applied across dl applicants by digibility class, can the
contractor have more “sreamlined” underwriting methods and techniques for the initia
enrollment and develop dternative, but congstently gpplied underwriting protocolsin
subsequent enrollment periods, if justified?

Answer: Our point was that we did not want people to pass underwriting that should not,
smply because of the capacity problem (i.e., too many people passing through the
underwriting process a onetime, so they're gpproved just to get them out of the system).
This comment was not related to whether you could have different and better processes.

Question: The RFP specifies that the bidders underwriting manua must be provided.
Thismanua, and the pricing information in the financid section, is proprietary
information. Will this information be kept confidentia?

Answer: Yes, OPM will kegp any information confidentid that is identified as needing
such confidentid trestment. Be sureto labe your materid gppropriately.

Question: Fed underwriting manuas are typicaly used with individud products. If a
group carrier isresponding to this requirement, what is OPM’sintent?

Question: Page C44, Question 2 asksfor aField Underwriting Manua to be furnished.
Thismaterid is more relevant to the retail market than to the group market. Please
darify what OPM is specificdly interested in seeing.

Answer: OPM bdieved the field manua would be more concise but il indicative of
the contractor’ s underwriting philosophy. If thisis not the case, the actud manua the
contractor proposes to use may be furnished.

Design Issues

Question: Please darify your requirement that enrollees be given the right to switch to
autometic compound inflation option at each future purchase option offer. Will
underwriting be alowed when enrollees dect to switch to automatic compound inflation
during a future purchase option offer.

Answer: Enrollees who have not declined inflation adjustments on three occasions and
are not on waiver of premium will have the right to purchase automatic compound
coverage (without additiona underwriting) each time a periodic inflation adjusment is
made.

Question: The MGI question outlined on p C-43 differs from the MGI question
proposed previoudy in the OPM proposed plan design. Specifically the question about
use of LTC services within the past 12 months has been removed.  What is the reason for
this change?

Answer: Corrected in Amendment 1.

26



Question: We are assuming that al gpplicants requesting an unlimited lifetime
maximum benefit will undergo full underwriting. Please confirm.

Answer: — Employees (and perhaps spouses) who are otherwise entitled to lesser
underwriting and who wish lifetime coverage may need to undergo grester underwriting
than for the 3 or 5 year policy. However, it need not be full underwriting, though the
Carrier can certainly suggest this.

Other

Question: What is OPM’ s preference regarding the trade- off between underwriting
acceptance rates and premium costs? What is the underwriting acceptance leve for
active employees and their spouses that OPM fedls is appropriate to support the desired
15%-17% below market price benchmark that has previoudy been cited? Would OPM
rather see broader acceptance rates or lower premiums? |s there any outer limit for a
decline rate that is acceptable to OPM, regardless of the premium savings?

Answer: Our objectiveis 15% to 20%. The most important point is that we must have a
successful initid offering. Having a strong program for providing non-standard offers of
insurance (or services) to declined employeeswill help in thisregard. However, there
likely is apoint where OPM would not fed comfortable with too high adecline rate and
that number islower for actively-at-work individuds than retirees. Thisis ajudgement
cdl that we will be in a better position to make after seeing anumber of actual proposals.

Question: On page C-43, OPM requires bidders to be able to underwrite digiblesliving
outsdethe U.S. Some underwriting protocols are more difficult to administer (e.g., face
to face assessment). Can bidders propose alternatives to address these congtraints or must
the same underwriting protocols and criteria gpply?

Answer: We areinterested in consstent determinations more than uniform protocols.
Exceptions can be made for persons residing abroad and in other instances where

judtified. Propose what you think will work best and explain why.
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VI. REPORTING REQUIREMENTS

We didn’t recelve any questions about reporting requirements.
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VII. ADMINISTRATION AND SYSTEMS

Question: On page C-47, contractors are required to provide for payroll and retirement
plan deduction and automatic debit. Does OPM anticipate that some agencies'employers
will not make payrall or retirement plan deductions available to the program from the
outset? If so, can contractors propose methods for including direct bill as an option for
those employees/retirees that do not have sufficient funds to alow automatic debit or
who do not fed comfortable with that approach?

Answer: Some (but very few) agencies might not have computer systems that can
accommodate additiona payroll deductions, or might not have it in time for open
enrollment. Our fal-back plan then was use of an automatic debit (on the theory thet this
was adminigratively smpler for the carriers). We contemplated direct bill as an option
only when payroll deduction and automatic debit were both not viable but asked on page
C-47 question 2(a) for your reaction to this. Propose what isin the best interest of a
successful FLTCIP in terms of cost and market penetration.

Question: Will OPM dlow contractors to autometicaly default an insured to direct hill
if premiums cannot be obtained from payroll/retirement plan deduction or autometic
debit? Such an option is an important consumer safeguard to ensure that coverage does
not |apse due to nor+payment, which is not the insured’ s faullt.

Answer: Yes OPM assumesthat there will be a*default” mechanism to prevent lapses.
Our assumption was that the default from payroll deduct was to a debit, but if it iseasier
to go to direct bill then you should specify thisin your bid.

Question: How many payroll systems (centers) will we need to update? What is OPM’s
best estimate at this point in time and will OPM continue to explore thisissue? Arethere
employer units with multiple sites that don't aggregate payroll into one system/center?
Answer: There are gpproximately 175 payroll offices. We continue to meet with our ad
hoc payroll advisory group and will bring the Contractor into these discussons after
contract award. Yes, there are agencies that have sub-units that don’t aggregate into one
system/center.

Question: Does OPM anticipate that dl payroll systems will want to and be able to
support payroll deduction from day one or will each system be making an individud
decision whether and when to participate in payroll deduction?

Answer: We believethat dl agencies want to provide the best possible customer service,
and that will include offering payroll deduction for long term care insurance premiums.
However, some systems are old and may not be able to support an additiona deduction.
Wewill certainly let the Contractor know about these Stuations wherVif they arise.

Question: What payroll sysems are being utilized — Peoplesoft, Mainframe Legacy,
etc...? How much divergty across agenciesis they’ re regarding the payroll systems being
utilized? Isthis something OPM currently knows or if currently exploring?
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Answer: Federd agencies probably use dl of the payroll systemsthat are available,
including Peoplesoft and Legecy. We have never polled agencies to find out exactly
what sysemsthey use.

Question: Will we need to provide each payroll system with an update or can we pass
one update to OPM to separate?

Answer: You cannot pass one update to OPM to separate. We are not serving in a
clearinghouse mode for this program. Y ou will have to communicate with each
individud payroll system.

Question: What are the payroll frequencies? How much diversity is there across
agencies with respect to payroll frequencies?

Answer: Biweekly, weekly, monthly, and semi-monthly. Thereis much diversty, but
the mgority is biweekly.

Question: Areadl employeesat one payroll center on the same frequency? How often
can/does payroll frequency change?

Answer: Each payroll center may have more than one payrall frequency, depending on
the type of employee serviced by that center. The payroll frequency does not change for
agiven employee unless that employee moves to anew position that has a different

payroll frequency.

Question: How are employment status changes typicaly communicated for purposes of
supporting payroll deduction?

Answer: Contractors will not know about employment status changes per se. They will
know if the agency deducted premiums for a particular employee or could not deduct
premiums. Thereasonisirrdlevant. If the Contractor doesn't receive payroll- deducted
premium for a particular employee, it must immediately invoke the exception processing,
which we contemplate as automatic debit.

Quedtion: Isthere any incondgstency in the gpplication or maintenance of employee 1D
numbers that may affect the payroll deduction process?

Answer: For purposes of payroll deduction, contractors should identify employees by
tharr first, middle and last names and socid security numbers.

Question: Do any of the payroll systems use Sdary Allotment as a method for paying
benefits? If so, will there be an opportunity to work with the payroll center to create an
dternative method?

Answer: Agenciesdo dlow sdary alotments, but we are not contemplating using those
dlotments for the FLTCIP program, except for the very few agencies that only make
“deductions’ by way of dlotments.

Question: Are any payroll systems supported by a TPA — (i.e. Benefit system = Hewitt,
Towers Perrin, Payroll systems = ADP)?

Answer: Yes, some payroll sysems may use athird party administrator. But the use of
such TPAs should be transparent to the Contractor.
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Question: If s0, what is the processing performed by each TPA and how does the
interface with payroll work?
Answer: The use of TPAs should be transparent to the Contractor.

Question: How will agencies/payrall sysems notify us of employees moving from one
payroll system to another so thet we can support continuation of payroll deduction when
that occurs?

Answer: The only notification you will recaive is the absence of payroll deductions.
When you contact the enrollee to initiate the exception processing, the enrollee can tell
you that he/she moved agencies.

Question: Do employees retain payroll deductions while on short-term leave of absence,
or do these cease and then resume upon return? If they cease, how does the payroll center
inform us about the start and end of the leave of absence?

Answer: It depends on the purpose of the leave of absence and whether it iswith pay or
without. If you do not receive payroll deductions for a particular enrollee, you will have
to initiate the exception processing. 1N most cases, we are anticipating that the payrall
systems will autometically begin withholding premiums when the pay again becomes
aufficient. The Contractor will have to refund to the enrollee any duplicate payments. If
any agency doesn't automatically resume payroll deductions when the pay again becomes
aufficient, the enrollee can request the Contractor to request that the deductions be
resumed. Otherwise the automeatic debit or direct bill would remain in effect.

Compliance/Preemption

Question: We are interested in the plan' s ability to deviate from standard Coordination
of Benefits gpproaches. Can we assume that this Federd plan will be exempt from the
various Sate regulatory requirements that may otherwise affect dlaims adminigration,
beyond just the COB issue?

Answer: For purposes of responding to this RFP, the bidders should assume they are
exempt from state COB provisons. It isour intent to issue regulations to clarify these
issues

Question: In OPM’s opinion, are state filing requirements (e.g., informationd and
advertising filings) pre-empted? If so, does OPM believe the program will still be “tax
quaified” under HIPAA? Additiond dtate filingswill have a pricing and cost impact.
Some gates may raise questions regarding advertisng, thereby interfering with OPM’s
authority.

Question: What research and legal opinions do OPM have regarding requirements for
the FLTCIP to be tax-qudified? Will OPM share with bidders the information it has
obtained regarding these requirements? (e.g., ddivery of OOC, offer inflation, offer
nonforfeiture, delivery of shoppers guide, €tc.).
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Answer: Our view isthat dl gate filing requirements are pre-empted, specificaly
meaning that instead of the states doing so, we (OPM) will handle rates, forms, and
advertisement review. We do not believe HIPAA compliance is threstened by our
handling these matters even though there is language in HIPAA deding with these issues.
We will work with Treasury on thisto assure our Tax Qudified status. We have
discussed an “informationd filing” with the NAIC as ameans of providing information
the states might appreciate (or dternatively we could post public data on the web for
consumers and the States).

Asto the other questions which are outlined we beieve we are the policyholder and the
individua insured would be a certificate holder. Under HIPAA we will get from the
carrier an offer of compound inflation and nonforfeiture which we will rgect or amend to
meatch what we intend to offer. The Shopper’s Guide is smilarly something that we
believe is not necessary in the form developed by the NAIC. We have our own mandates
inlaw asto what we have to do to educate our buying public and it is our intent that
educational material be presented to prospective purchasers, but it will be our materias
and not the Guide.

Question: Please confirm that state benefit dispute requirements are preempted.
Answer: State dispute provisions are over-ridden by the LTC Security Act which
contains specific language on reviews of benefits disputes in addition to broad pre-
emptive provisons.

Question: What are the other delivery systems contemplated with the phrase, “and so
forth” in C-47 (A4)?

Answer: OPM did not want to limit the options of the carriers as to how they handled
enrollment. It is our assumption that most syssemswill be automated (Internet and IVR),
however, there may be other systems, automated or otherwise, that the carrier believes
will be cost effective. 1t isup to the carrier to suggest and design these.

Question: Will OPM please define “tour of duty”?
Question: Pages C-43 A5. Claification is needed on your definition of Actively a
Work. Plesse define what congtitutes a “tour of duty”.

Answer — That is the scheduled number of hours that a person works, according to their
officid work schedule. For ingtance, atour of duty of 32 hoursis a part-time tour of
duty. A tour of duty of 40 hours per week is afull-time tour of duty. An employee stour
of duty is defined on the paperwork set up when the person was hired, or amended
theresfter.
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VIIl. CUSTOMER SERVICE

Question: Will OPM require that pre-enrollment customer service staff hold an
insurance agent’ s license? Can bidders propose dternative credentiaing or quality
assurance protocol s?

Answer: No agent licenses will be required. If the bidder wishes to use agent licensing
asitsway of determining the person istrained, that is acceptable.

Question: Does OPM have standards in place for other benefit programs that it would
like to see used in this program? What service leve isthe digible population currently
accustomed to (e.g., speed of answer and abandonment rate)?

Answer: Asdaed in the RFP, we are interested in first class customer service and we
are asking our contractor to propose standards and appropriate benchmarks. We expect
bidders to strive for a high standard of performance, and not concentrate on what
minimum level of performance might be acceptable.

Question: What isthe extent of 1VR usage/enrollment on other OPM-sponsored
benefits?

Answer: We require our annuitants to make hedth benefits open season changes viathe
telephone or website. Approximatdy 85% of the annuitants making health benefits open
season changes do so by telephone. But only 15% of annuitants use our IVR system for
other changesto their annuities, such as tax withholdings, dlotments, and address
changes. Mog civilian agencies participate in Employee Express, which dlows VR
enrollment for our hedth benefits program.

Question: What are the current telephone (live agent) service hours for other OPM-
sponsored benefits?

Answer: Our tall-free Retirement Information Office phone number for annuitantsis
manned by live agents from 7:30 am. until 7:45 p.m. Easterntime. It isavailable 24/7
for pre-recorded information and IVR transactions. Many of our large hedlth benefits
carriers provide 24/7 customer service access, and many others provide extended
weekday and/or weekend hours. Our life insurance contractor’ s toll-free number for
dam information is manned from 8:00 am. — 4:30 p.m. Eastern time, dthough we
recognize that is not necessarily sufficient hours and are looking at whether we need to
extend those hours. It isavailable 24/7 for pre-recorded information but not currently for
leaving phone messages.
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IX. CLAIMSADMINISTRATION

Question: Does care coordination for non-enrolled quaified relatives need to be offered
through an insurance contract?

Question: Isit OPM’sintent that care coordination services be provided to non insured
relatives of enrolled employees through the dternative product and charged to the non
employee rdative?

Answer: OPM does not envision that an insurance contract would be required for service
or discount arrangements. Instead we envision the Program making the care coordinator
avallable at codt (i.e., the cost to ddiver the services fully passed on to the non-insured,
but with recognition that this cost iswell below what the person would have paid for on
hisor her own). Thismay or may not be whét is being proposed as part of the nor+
standard policies to be offered to employees who are declined coverage.

Question: Isthe coordination of benefits to include Group or Individua magjor medica?
Answer: Coordination of benefitsincludes al other insurance products, group or
individud, public or private. We see mgor medica planslike our FEHB Program as
being primary coverage and paying overlapping clamsfirs, before the long-term care
insurance benefit pays.

Question: What authority will athird party have upon review of clams adjudication?
Answer: Third party review is binding on the contractor but only in the context of the
contract with OPM. Thethird party cannot order payment for the provision of a non-
covered service. Thedecison islimited to the specific case and is not necessarily a
precedent in any other case.
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X. EDUCATION, MARKETING AND ENROLLMENT

Question: What isthe earliest possble effective date for the master policy? While we
understand that the open enrollment process must offer some applicants to be enrolled
with effective dates beginning on October 1, 2002, is an earlier policy effective date
permissble?

Question: Weinfer this request [in question 4 on page C-57] as meaning that OPM
would like to make FLTCIP coverage available to persons interested in enrolling eaxly, as
opposed to smply ensuring a guaranteed right of coverage or a premium based on a
certain issue age. Please confirm that OPM is seeking to have people actually covered
prior to October 1, 2002. If possble, please indicate the earliest possible effective date of
such coverage.

Answer: —Yes, OPM desires coverage to be available as soon as possible after al rate,
benefit, and underwriting issues have been resolved and we are asking the Contractor for
the earliest date, e.g. XX months after closure on rates. We understand that the
Contractor’ sinfrastructure will not be as strong as when the program is officidly rolled
Out.

Question: Enrollment period that will begin in 2002, and may extend in to 2003, “why
not longer”? We expect enrollment throughout the full 7 years.

Answer: That phraseisreferring to the first open enrollment period when employees
and spouses will have underwriting other than full. That enrollment period will indeed
have a set clogng date. After that, the program is dtill “open”, but only with full
underwriting unless OPM and its Contractor elect to hold another open season with
reduced underwriting.

Question: 1sOPM contemplating that premium payments would not begin until dl of
the education and marketing activities are complete? Or is OPM assuming that an on-
going receipt of premiums as people eect to enroll will occur?

Answer: The RFP specifically requests Contractors to state how quickly the Contractor
is prepared to begin issuing certificates (policies) irrespective of education and marketing
initiatives. Please read item 4b on page C-58 of the RFP.

Question: It isour expectation that marketing, educationd and enrollment expenses will
be assumed within our pricing modd. However, certain FAR regulations appear to
prohibit marketing as an alowable expense. Can we assume standard industry practice of
including marketing expenses in the rates?

Answer: For bidding purposes you indeed should consider al education and marketing
expenses as part of your bid. Our law requires the life insurance fund to be reimbursed
fully for al expenses and perhaps contrary to customary practice, thiswill include
advertising and marketing expenses approved by OPM.

Question: What isthe status of OPM’s efforts to identify LTC Implementation
Coordinators?
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Answer: We currently have received the names of gpproximately 55 Implementation
Coordinators, including names from most of the larger departments and agencies.

Question: On page C- 76, the RFP says that OPM will share names, addresses and phone
numbers of Implementation Coordinators with the successful contractor. Will OPM dso
provide Ssmilar information about the Federd Benefits Officers and Payroll Officers
mentioned here?

Answer: Yes, OPM can do so. Any offices and contacts that are viewed as necessary to
the winning bidder will be available to the extent OPM make them available.

Question: The proposed plan design offers the participant a number of options a time of
enrollment. It isclear that OPM would like asmplified marketing approach. Please
clarify OPM’ s thoughts on how prominent al of the plan options and rates should bein
the marketing materids.

Answer: OPM islooking for proposals that specifically address this point. OPM has
been advised that smplified gpproaches tend to be more effective.

Question: What is OPM’ s experience with the bulk distribution of marketing materid to
agencies/departments and how does this vary by military vs. civilian vs. posta? Doesit
vary with regard to the type and nature of information being distributed? What are
agencies required to do with information they receive in bulk digtribution? What do they
typicaly do? How aggressvely is OPM prepared to encourage agencies/departments to
facilitate the digribution of FLTCIP educationdl and marketing materid?

Answer: We do not have any experience with bulk digtribution to the military. We have
extendve experience with bulk disributionsto civilian agencies and cooperation is
excdlent, however do not assume precise timing or alow significant advance timing.
Typicaly, they receive flyers or packets in one or more centra locations and then
digtribute these out to branches and divisons and other units within the workforce, down
to the building level and then into the central mail rooms. In some cases, fewer than 100
percent of the total employee population is supplied. For example, only 25% of FEHB
literature is sent to each location since most employees are not interested in switching
plans and smdler quantities are ample, and probably most importantly, the information is
available on the OPM webgte. Of note, by union contract, the United States Postal
Sarvice (USPS) mails information to employees homes, rather than ddlivering it to the
worksite. However, the Contractor need only ship the bulk information to the USPS
main shipping centers. The USPS will mall it to its employees (and cover that cost).

Question: Arethere any costs associated with the actual desk drop distribution process
adde from the shipping of materials to each location (i.e. do we pay for handling at each
ste)?

Answer: You would not pay for the desk drop. Agencies will absorb any costs of
digtributing the materias from their normd shipping points.

Question: How are materids digtributed to people who are eigible overseas?



Answer: Dropsto employees (military or civilian) include those living oversess. The
Contractor will be mailing directly to al retirees, including those living oversees.
Qudified rdatives will have to identify themsalves to the Contractor.

Question: Will OPM require that individuals conducting enrollment education meetings
hold an insurance agent’ s license? Can bidders propose aternetive credentiaing or
qudity assurance protocols?

Answer: Agent licensng isNOT arequirement for site presentations. The purpose of
using agentsis that they dready have knowledge of long term care insurance. Other
assurances that the person is responsible and knowledgeable are acceptable to OPM.

Question: Arethere any prohibitionsin our soliciting individua agencies and asking
them if we can create our own email and mail file by soliciting the individua agencies?
Answer: Weintend to work closdy with our Contractor to develop the most effective
rollout srategy. We will be heavily involved but there will be no prohibitions about
direct solicitation per se.

Question: Arethere any limitations on the ability to segment the population for purposes
of marketing communications?

Answer: OPM bdieves each individud should get amailing/drop on the program but
beyond that isinterested in the carriers views asto the best mechanism to get
information to theright people. Thus, targeted mailings to limited populations that have
been pre-screened (segmented) are allowed. We do not foresee limitationsin this, but it
may occur to us as we talk these matters over with the carriers. For example, there may
be a difference of opinion on how many solicitations a person can get.

Question: Specificaly, what will OPM be doing in terms of PR and marketing
communications to generate the anticipated initid demand?

Answer: Itisup to the cariersto tell uswhat they expect OPM to do in terms of
education. The education and marketing campaigns are part of one exercise and the
winner will determine what that is. OPM will exerciseits best efforts to carry out these
plans, though we aso reserve the right to suggest limitations where gppropriate to protect
the government and its employees from excessive enthusiasm of the insurers.

Question: Isthere aprocessin place for working with the public affairs offices of the
uniformed services? How do we get access to the unit/commander and functiond arees?
Isthere alist of publications and can we get media kits of the advertisng publications
available?
Answer: Wewill make our agencies offices, including the public affairs offices, avare
of our needs and will have some ability to suggest they cooperate with you. We will
work with the Contractor and the military to provide access. Thereisno joint list of
publications, but we will work with the Contractor and the Department of Defense to
identify potential avenues for advertisng and marketing.
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Question: Does OPM have and can they provide a listing of relevant websites accessed
by federd employees and retireesto learn about benefits, services, etc. which may be
useful as communication vehicles as mentioned in Appendix C.

Answer: Mog if not dl agencies have their own websites and/or Intranet Stes. The
Contractor can propose sending information to agencies viathe Benefits Adminidration
Letter (BAL) system, and asking agencies to post it on their stes. The main OPM
websites for employees/annuitants to learn about benefits are the hedth benefits website
(www.opm.gov/insurefhedth), the life insurance website (www.opm.gov/insurellife), the
long term care insurance website (www.opm.gov/insurel/ltc) and the retirement website
(Www.opm.gov/insure/retire)

Question: Page C-75. Please provide additiond information regarding the Family
Support Centers.

Answer: Military service family centers serve asthe foca point for information and
referrd and coordination of family support systems programs and activities. Thereare
centers a each military ingtalation with a population of 500 or more personnel. For
more information on family support centers, please vist www.mfrc.calib.com

Question: Does OPM know what percent of employees recelve ahard copy payroll
gatement? If they do receive one, may contractors negotiate at the agency leve to use
this as a communication vehicle?

Answer: Wedo not view this as an effective means for ddivering information. Many
agenciesthat are currently providing hard copy payroll statements to employees are
meaking the switch to paperless payrall (including OPM). Employees who till get hard
copy statements do not necessarily read them.

Question: How successful does OPM consider the satellite broadcasts as away to
promote benefits/programs? How specificaly have they been used in the past and what
evidence of efficacy does OPM have?

Answer: OPM has reason to believe that satdllite broadcasts have been and can be
successful. We estimate that our broadcasts are received by anywhere from 100-200
sites, with audiences as large as 20,000 employees worldwide. The broadcasts have more
lasting appedl as tapes — we mail videotapes of the broadcasts to each agency, and they
can order additiond tapes for fidld Stes. We ve used them to promote open enrollments
for life insurance, thrift savings plan updates, etc.

Question: How are employees and retirees notified of satellite broadcasts using the
Federa HR Forum? Where do employees/retirees typically access the satellite
broadcasts — from home or a work? Are their opportunities for time off from work
during the workday to view satellite broadcasts at a centra workplace location?

Answer: Employees are informed of these broadcasts by flyersin their mail, by emall
and/or at centrd locationsin their building. The employeestypicdly are given time off

to attend such broadcasts (and “cafeteria’ meetings as well). Employees aso have access
to the broadcasts when they are available as tapes and shown in their agencies at various
other times. Retirees can vidt agencies to view the broadcasts and/or tapes or may be
ableto view them a homeif local cable channels show the broadcasts.
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Question: What isthetypica format for the satdllite broadcasts? Time-length
limitations? Live or pre-recorded video tape?

Answer: Thereisno typica format, however, amix of live and tape usudly works best.
WE ve produced short broadcasts to as long as severa hours. We have lots of flexibility
here.

Question: Can OPM provide sample copies of some of the publications available to
federal employees, as noted on page C-79? Where can we obtain information about the
process of getting materia included in these publications?

Answer: OPM can make available copies of publications such as Federd Times and
others, however, it is probably just as easy for the bidders to do so on their own. None of
these avenues are officid to the government and OPM has no control inthisarea. We
have good relationships with the media that is concerned with Federal HR issues and will
use them to the benefit of our Contractor.

Question: Please provide more information on the Retirement Life magazine.
Specificdly can articles and advertisements be placed in this magazine? Can samplesbe
provided?

Answer: Retirement Life isa publication of the Nationad Association of Retired Federd
Employees (NARFE) with a circulation of about 450,000. It takes ads and NARFE has
been very cooperative in working with us on matters of mutud interest. We do not
possess copies of the publication and see no purpose to be served in asking NARFE for
them at thistime. We will introduce our contractor to NARFE officias after contract
award.

Question: What information will be provided for the different target populations

(actively at work, annuitants, etc), address (home & work), telephone (home & work),
emal?

Answer: We will provide annuitants home addresses. Communications to employees
will be through agency digtribution points until such time as they provide an address or
phone number to the Contractor. See adso Appendix C in the RFP, starting on page C-79.

Question: What other information besides name and address is available on the federd
annuitant mailing list (e.g., date of birth or penson income)? In what format will that
information be provided to the contractors?

Answer: Annuitant informetion is protected by the Privacy Act but containsinformation
such as sex, maritd status, age, amount of annuity, eic. OPM will make datathat it
determines its Contractor needs to know or will perform necessary mailing sorts. DoD
and other retirement systems will make their own determinations.

Question: Does the employee zip code file (of Thrift Savings Plan participants) include

just Federd civilian employees, or do military employees also participate?
Answer: The employee zip code file includes only civilian employees.
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Question: Please provide alisting of countries where employees and annuitants reside
and the number in each country. If the file sent on June 27" answers this question please
advise.

Answer: The zip code file available from Mr. Andre Adams at adadams@opm.gov
contains distributions by zip code, including foreign zip codes. See Appendix D of the
RFP.

Question: What foreign languages must be supported?

Answer: Spanish for sure. But you may find in some places that you will have to have
fluency in other languages. This may be a matter where you hire local support thet is
fluent if doing outreach via cafeteria meetings. For telephone support you may have to
asess where the interest is coming and respond accordingly.

Question: For Federd “active at work” will there be mandatory meeting time, at the
workgte, on Government time?

Answer: Most agencies will provide time away from the office to attend mesetings of this
sort (on location). They are not mandatory, however.

Question: Will government facilities be available to conduct educational seminars for
retired and relatives a no charge?

Answer: For the most part we do believe we can get facilitieswithout charge. We may
aso be able to get congressond didtrict offices and other locations (public libraries, for
example) without charge. However, we are less certain of this for military locationsthan
for civilian ones and we are less certain for retiree meetings than for actively-at-work
events.

Question: What should bidders assume with regard to the turn-around time on OPM’s
review of literature, materids, forms and presentations as outlined on page C-55?
Answer: OPM will have avery expedited turn around time. Thisis not clearance such
as you might get from an insurance department. Our intent isto review for condgstency
and appropriateness, and not add delay. 'Y ou may wish to state your views as to what
amounts to an appropriate review time.

Question: Based on the preemption, does OPM believe that the current regulatory
materia (i.e. Shopper’s Guides and Outlines of Coverage), need to be provided at the
time of solicitation.

Answer: No, athough OPM will work with its contractor to develop materids that meet
the intent behind these publications.

Question: Please confirm that the OPM logo can be used, if desired, on materia
submitted in abidder’ s proposal.
Answer: OPM’slogo may be used in proposasto the FLTCIP RFP.

Question: What is OPM's podition on the use of commissoned individudsin the
enrollment process.  That is, paying enrallers only if premiums are generated?
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Answer: - OPM has some hesitancy with paying individuas solely based on performance
related to the generation of business. Part of the reason for thisis that we are counting on
elimination of agent compensation for part of our premium discount. The other isthe
problems that may occur in the sales process where we could not monitor what is going
on (such asintense sdes pressure). We only want people who should be buying this
product to buy it. Clearly someindividuals should not purchase this product. So while
we would not want to preclude any arrangement, we think carriers interested in using
compensated agentsin this fashion had best be prepared to show how thiswill be done,
how contral will be maintained, and the impact on premiums. This includes the related
issueif the agents are not captive agents, in showing how there will not be a conflict of
interest between our product and others they may sdll.

Question: What isthe estimate of additiona individuals, should the program be
extended to cover “other relatives’?

Answer: At thistime, we are not contemplating adding any other additiond groups
beyond the ones we identified in the RFP on page C-6.
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