Attachment B
Amendments to Standard 2005 Community-Rated HMO Health Benefits Contract

1. Section 1.9 PLAN PERFORMANCE—COMMUNITY-RATED HMO CONTRACTS
(JAN 2005) We are amending 1.9 (g)(4) to indicate when carriers must send
identification cards for open season enrollment.

(9) Contract Quality Assurance. The Carrier shall develop and apply a quality
assurance program specifying procedures for assuring contract quality. At a minimum
the Carrier shall meet the following standards and submit an annual report to OPM on
these standards by July 1 of the following contract period.

(1) Claims Processing Accuracy - the number of FEHB claims processed
accurately divided by the total number of FEHB claims processed for the given time
period, expressed as a percentage.

REQUIRED STANDARD: An average of 95 percent of FEHB claims must be
processed accurately.

(2) Coordination of Benefits (COB) - the Carrier must demonstrate that a
statistically valid sampling technique is routinely used to identify FEHB claims prior to
or after processing that require(d) coordination of benefits (COB) with a third party
payer. As an alternative, the Carrier may provide evidence that it pursues all claims for
COB.

(3) Claims Timeliness - the average number of working days from the date the
Carrier receives an FEHB claim to the date it adjudicates it (paid, denied or a request for
further information is sent out), for the given time period, expressed as a cumulative
percentage.

REQUIRED STANDARD: The Carrier adjudicates 95 percent of claims within 30
working days.

(4) Processing ID cards on change of plan or option - the number of calendar
days from the date the Carrier receives the enrollment from the enrollee’s agency or
retirement system to the date it issues the ID card.

REQUIRED STANDARD: The Carrier issues the ID card within fifteen calendar days
after receiving the enrollment from the enrollee’s agency or retirement system except that
the Carrier will issue ID cards resulting from an open season election within fifteen
calendar days or by December 15, whichever is later.
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2. Section 1.10 NOTICE OF SIGNIFICANT EVENTS! (JUL 2005) (FEHBAR
1652.222-70). We are amending section 1.10 (d) to reflect changes in the FEHBAR.

Current §1.10 (d) language

Proposed 81.10 (d) language

(d) The Carrier shall insert this clause in any
subcontract or subcontract modification if
both the amount of the subcontract or
modification charged to the FEHBP (or, in the
case of a community-rated carrier, applicable
to the FEHBP) exceeds $100,000 and the
amount of the subcontract or modification to
be charged to the FEHBP (or, in the case of a
community-rated carrier, applicable to the
FEHBP) exceeds 25 percent of the total cost
of the subcontract or modification. If the
Carrier is an HMO, it shall also insert this
clause in all provider agreements over
$25,000. If the Carrier is not an HMO, it
shall also insert this clause in the contract
with its underwriter, if any. The Carrier shall
substitute "Contractor" or other appropriate
reference for the term "Carrier."

(d) The Carrier will insert this clause in any
subcontract or subcontract modification if the
amount of the subcontract or modification
charged to the FEHB Program (or in the case
of a community-rated carrier, applicable to
the FEHB Program) equals or exceeds
$550,000 and is at least 25 percent of the total
subcontract cost. The amount of the dollar
charge to the FEHB Program shall be adjusted
by the same amount and at the same time as
any change to the threshold for application of
the Truth in Negotiations Act pursuant to 41
U.S.C. 254b(a)(7).

! Section 1.10(d) is not applicable to community-rated HMO contracts.
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3. Section 1.11 FEHB INSPECTION? (JUL 2005) (FEHBAR 1652.246-70). We are
amending section 1.11 (a) and (b) and adding sections (c) and (d) to reflect changes in the
FEHBAR. We will revise the FEHBAR to reflect the correct date as indicated above.

Current 81.11

Proposed §1.11

(a) The Government or its agent has
the right to inspect and evaluate the work
performed or being performed under the
contract, and the premises where the work is
being performed, at all reasonable times and
in a manner that will not unduly delay the
work. If the Government or its agent
performs inspection or evaluation on the
premises of the Carrier or a subcontractor,
the Carrier shall furnish and require the
subcontractor to furnish all reasonable
facilities and assistance for the safe and
convenient performance of these duties.

(b) The Carrier shall insert this
clause in all subcontracts for underwriting
and administrative services and shall
substitute "Contractor™ or other appropriate
reference for the term "Carrier."”

(a) The Contracting Officer, or an
authorized representative of the Contracting
Officer, has the right to inspect or evaluate the work
performed or being performed under the contract,
and the premises where the work is being
performed, at all reasonable times and in a manner
that will not unreasonably delay the work.

(b) The Contractor shall maintain and the
Contracting Officer, or an authorized representative
of the Contracting Officer, shall have the right to
examine and audit all books and records relating to
the contract for purposes of the Contracting
Officer’s determination of the Carrier’s
subcontractor or Large Provider’s compliance with
the terms of the contract, including its payment
(including rebate and other financial arrangements)
and performance provisions. The Contractor shall
make available at its office at all reasonable times
those books and records for examination and audit
for the record retention period specified in the
Federal Employees Health Benefits Acquisition
Regulation (FEHBAR), 48 CFR 1652.204-70. This
subsection is applicable to subcontract and Large
Provider Agreements with the exception of those
that are subject to the “Audits and Records —
Negotiation” clause, 48 CFR 52.215-2.

(c) If the Contracting Officer, or an
authorized representative of the Contracting
Officer, performs inspection, audit or evaluation on
the premises of the Carrier, the subcontractor, or the
Large Provider, the Carrier shall furnish or require
the subcontractor or Large Provider to furnish all
reasonable facilities for the safe and convenient
performance of these duties.

(d) The Carrier shall insert this clause,
including this subsection (d), in all subcontracts for
underwriting and claim payments and
administrative services and in all Large Provider
Agreements and shall substitute “contractor”,
“Large Provider,” or other appropriate reference for
the term “carrier.”

% The references to Large Providers are not applicable to community-rated HMO contracts.

3 CR HMO Amendments




4. Section 1.13 INFORMATION AND MARKETING MATERIALS (JAN 2005) We
are amending section 1.13 (a) to indicate the requirement of electronic 508 compliant
brochures.

(a) OPM and the Carrier shall agree upon language setting forth the benefits,
exclusions and other language of the Plan. The Carrier bears full responsibility for the
accuracy of its FEHB brochure. OPM, in its sole discretion, may order the Carrier to
produce and distribute the agreed upon brochure text, in a format and quantity approved
by OPM, including an electronic 508 compliant brochure version, Section 508 of the
Rehabilitation Act of 1973, as amended 29 U.S.C. § 794d, for OPM’s web site. This
formatted document is referred to as the FEHB brochure. The Carrier shall distribute the
FEHB brochure on a timely basis to all Federal employees, annuitants, former spouses
and former employees and dependents enrolled in the Plan. The Carrier shall also
distribute the document(s) to Federal agencies to be made available to such individuals
who are eligible to enroll under this contract. At the direction of OPM, the Carrier shall
produce and distribute an audio cassette version of the approved language. The Carrier
may print additional FEHB brochures for distribution for its own use, but only in the
approved format and at its own expense.

5. Section 3.1 PAYMENTS (JAN 2003) (FEHBAR 1652.232-70) We are removing
section 3.1 (f) from the contract because the DoD Demonstration Project is complete.

6. Section 3.2 ACCOUNTING AND PRICE ADJUSTMENT (JAN 2003) (FEHBAR
1652.216-70) We are removing section 3.2 (c) from the contract because the DoD
Demonstration Project is complete.

(@) Annual Accounting Statement. The Carrier, not later than 90 days after the
end of each contract period, shall furnish to OPM for that contract period an accounting
of its operations under the contract. The accounting shall be in the form prescribed by
OPM.

(b) Adjustment. (1) This contract is community rated as defined in FEHBAR
1602.170-2.

(2) The subscription rates agreed to in this contract shall be equivalent to the
subscription rates given to the Carrier's similarly sized subscriber groups (SSSGs) as
defined in FEHBAR1602.170-13.

(3) If, at the time of the rate reconciliation, the subscription rates are found to be
lower than the equivalent rates for the lower of the two SSSGs, the Carrier may include
an adjustment to the Federal group's rates for the next contract period.

(4) If, at the time of the rate reconciliation, the subscription rates are found to be
higher than the equivalent rates for the lower of the two SSSGs, the Carrier shall
reimburse the Fund, for example, by reducing the FEHB rates for the next contract term
to reflect the difference between the estimated rates and the rates which are derived using
the methodology of the lower rated SSSG.

(5) No upward adjustment in the rate established for this contract will be allowed
or considered by the Government or will be made by the Carrier in this or in any other
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contract period on the basis of actual costs incurred, actual benefits provided, or actual
size or composition of the FEHBP group during this contract period.

(6) In the event this contract is not renewed, neither the Government nor the
Carrier shall be entitled to any adjustment or claim for the difference between the
subscription rates prior to rate reconciliation and the actual subscription rates.

7. Section 3.3 RATE REDUCTION FOR DEFECTIVE PRICING OR DEFECTIVE
COST OR PRICING DATA (JAN 2004) (FEHBAR 1652.215-70) We are amending the
references to the FEHBAR clause, adding the introductory text, and updating (a). We are
removing section 3.3 (d) from the contract because the DoD Demonstration Project is
complete.

As prescribed in 1615.407-1, the following clause shall be inserted in FEHBP contracts
exceeding the threshold at FAR 15.403-4(a)(1) that are based on a combination of cost
and price analysis (community rated):

(a) If any rate established in connection with this contract was increased because
(1) the Carrier-submitted, or kept in its files in support of the FEHBP rate, cost or pricing
data that were not complete, accurate, or current as certified in the Certificate of Accurate
Cost or Pricing Data (FEHBAR 1615.406-2); (2) the Carrier submitted, or kept in its files
in support of the FEHBP rate, cost or pricing data that were not accurate as represented in
the rate proposal documents; (3) the Carrier developed FEHBP rates with a rating
methodology and structure inconsistent with that used to develop rates for similarly sized
subscriber groups (see FEHBAR §1602.170-13) as certified in the Certificate of Accurate
Cost or Pricing Data for Community Rated Carriers; or (4) the Carrier submitted or kept
in its files in support of the FEHBP rate, data or information of any description that were
not complete, accurate, and current--then, the rate shall be reduced in the amount by
which the price was increased because of the defective data or information.

(b)(1) If the Contracting Officer determines under paragraph (a) of this clause that
a price or cost reduction should be made, the Carrier agrees not to raise the following
matters as a defense: (i) The Carrier was a sole source supplier or otherwise was in a
superior bargaining position and thus the price of the contract would not have been
modified even if accurate, complete, and current cost or pricing data had been submitted
or maintained and identified.

(ii) The Contracting Officer should have known that the cost or pricing data in
issue were defective even though the Carrier took no affirmative action to bring the
character of the data to the attention of the Contracting Officer.

(iii) The contract was based on an agreement about the total cost of the contract
and there was no agreement about the cost of each item procured under the contract.

(iv) The Carrier did not submit or keep in its files a Certificate of Current Cost or
Pricing Data.

(2)(i) Except as prohibited by subdivision (b)(2)(ii) of this clause, an offset in an
amount determined appropriate by the Contracting Officer based upon the facts shall be
allowed against the amount of a contract price reduction if--

(A) The Carrier certifies to the Contracting Officer that, to the best of the Carrier's
knowledge and belief, the Carrier is entitled to the offset in the amount requested; and
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(B) The Carrier proves that the cost or pricing data were available before the date
of agreement on the price of the contract (or price of the modification) and that the data
were not submitted before such date.

(ii) An offset shall not be allowed if—

(A) The understated data was known by the Carrier to be understated when the
Certificate of Current Cost or Pricing Data was signed; or

(B) The Government proves that the facts demonstrate that the contract price
would not have increased in the amount to be offset even if the available data had been
submitted before the date of agreement on price.

(c) When the Contracting Officer determines that the rates shall be reduced and
the Government is thereby entitled to a refund, the Carrier shall be liable to and shall pay
the FEHB Fund at the time the overpayment is repaid--

(1) Simple interest on the amount of the overpayment from the date the overpayment
was paid from the FEHB Fund to the Carrier until the date the overcharge is liquidated.
In calculating the amount of interest due, the Carrier shall use the quarterly rate
determinations by the Secretary of the Treasury under the authority of 26 U.S.C.
6621(a)(2) applicable to the periods the overcharge was retained by the Carrier shall be
used; and,

(2) A penalty equal to the amount of overpayment, if the Carrier knowingly
submitted cost or pricing data which was incomplete, inaccurate, or noncurrent.

8. Section 3.4 CONTRACTOR RECORDS RETENTION (JUL 2005) (FEHBAR
1652.204-70). We are updating the contractor records retention requirement for carrier
rate submissions, patient claims, Large Provider Agreements, and subcontracts to six
years. We will revise the FEHBAR to reflect the correct dates as indicated above and in
the last sentence of the clause.

Notwithstanding the provisions of Section 5.7 (FAR 52.215-2(f)), Audit and
Records — Negotiation, the Carrier will retain and make available all records applicable to
a contract term that support the annual statement of operations and, for contracts that
equal or exceed the threshold at FAR 15.403-4(a)(1), the rate submission for that contract
term for a period of six years after the end of the contract term to which the records relate
This includes all records of Large Provider Agreements and subcontracts that equal or
exceed the threshold requirements. In addition, individual enrollee and/or patient claim
records will be maintained for six years after the end of the contract term to which the
claim records relate. This clause is effective prospectively as of the 2005 contract year.

9. Section 5.1 has changed as follows:
Section 5.1 DEFINITIONS (JULY 2004) (FAR 52.202-1)

a) When a solicitation provision or contract clause uses a word or term that is
defined in the Federal Acquisition Regulation (FAR), the word or term has the same
meaning as the definition in FAR 2.101 in effect at the time the solicitation was issued,

unless—
(1) The solicitation or amended solicitation provides a different definition;
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(2) The contracting parties agree to a different definition;

(3) The part, subpart, or section of the FAR where the provision or clause is
prescribed provides a different meaning; or

(4) The word or term is defined in FAR Part 31, for use in the cost principles and

procedures.

b) The FAR Index is a guide to words and terms the FAR defines and shows
where each definition is located. The FAR Index is available via the Internet at
http://www.acqnet.gov at the end of the FAR, after the FAR Appendix.

10. Redate Section 5.14 UTILIZATION OF SMALL BUSINESS CONCERNS (MAY
2004) (FAR 52.219-8)

11. Section 5.47 has changed as follows:

Section 5.47 PROTECTING THE GOVERNMENT'S INTEREST WHEN
SUBCONTRACTING WITH CONTRACTORS DEBARRED, SUSPENDED OR
PROPOSED FOR DEBARMENT (JAN 2005) (FAR 52.209-6)

(a) The Government suspends or debars Contractors to protect the Government's
interests. The Contractor shall not enter into any subcontract in excess of $25,000 with a
Contractor that is debarred, suspended, or proposed for debarment unless there is a
compelling reason to do so.

(b) The Contractor shall require each proposed first-tier subcontractor, whose
subcontract will exceed $25,000, to disclose to the Contractor, in writing, whether as of
the time of award of the subcontract, the subcontractor, or its principals, is or is not
debarred, suspended, or proposed for debarment by the Federal Government.

(c) A corporate officer or a designee of the Contractor shall notify the
Contracting Officer, in writing, before entering into a subcontract with a party that is
debarred, suspended, or proposed for debarment (see FAR 9.404 for information on the
Excluded Parties List System). The notice must include the following:

(1) The name of the subcontractor.

(2) The Contractor's knowledge of the reasons for the subcontractor being in the
Excluded Parties List System.

(3) The compelling reason(s) for doing business with the subcontractor
notwithstanding its inclusion in the Excluded Parties List System.

(4) The systems and procedures the Contractor has established to ensure that it is
fully protecting the Government's interests when dealing with such subcontractor in view
of the specific basis for the party's debarment, suspension, or proposed debarment.

12. We added the following FAR clause:

SECTION 5.61 NOTIFICATION OF EMPLOYEE RIGHTS CONCERNING
PAYMENT OF UNION DUES OR FEES (DEC 2004) (FAR 52.222-39)

(a) Definition. As used in this clause—
“United States” means the 50 States, the District of Columbia, Puerto Rico, the Northern
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Mariana Islands, American Samoa, Guam, the U.S. Virgin Islands, and Wake Island.

(b) Except as provided in paragraph (e) of this clause, during the term of this
contract, the Contractor shall post a notice, in the form of a poster, informing employees
of their rights concerning union membership and payment of union dues and fees, in
conspicuous places in and about all its plants and offices, including all places where
notices to employees are customarily posted. The notice shall include the following
information (except that the information pertaining to National Labor Relations Board
shall not be included in notices posted in the plants or offices of carriers subject to the
Railway Labor Act, as amended (45 U.S.C. 151-188)).

Notice to Employees

Under Federal law, employees cannot be required to join a union or maintain membership in a
union in order to retain their jobs. Under certain conditions, the law permits a union and an
employer to enter into a union-security agreement requiring employees to pay uniform periodic
dues and initiation fees. However, employees who are not union members can object to the use of
their payments for certain purposes and can only be required to pay their share of union costs
relating to collective bargaining, contract administration, and grievance adjustment.

If you do not want to pay that portion of dues or fees used to support activities not related to
collective bargaining, contract administration, or grievance adjustment, you are entitled to an
appropriate reduction in your payment. If you believe that you have been required to pay dues or
fees used in part to support activities not related to collective bargaining, contract administration,
or grievance adjustment, you may be entitled to a refund and to an appropriate reduction in future
payments.

For further information concerning your rights, you may wish to contact the National Labor
Relations Board (NLRB) either at one of its Regional offices or at the following address or toll
free number:

National Labor Relations Board

Division of Information

1099 14th Street, N.W.

Washington, DC 20570

1-866-667-6572

1-866-316-6572 (TTY)

To locate the nearest NLRB office, see NLRB's website at http://www.nlrb.gov.

(c) The Contractor shall comply with all provisions of Executive Order 13201 of
February 17, 2001, and related implementing regulations at 29 CFR Part 470, and orders
of the Secretary of Labor.

(d) In the event that the Contractor does not comply with any of the requirements
set forth in paragraphs (b), (c), or (g), the Secretary may direct that this contract be
cancelled, terminated, or suspended in whole or in part, and declare the Contractor
ineligible for further Government contracts in accordance with procedures at 29 CFR Part
470, Subpart B—Compliance Evaluations, Complaint Investigations and Enforcement
Procedures. Such other sanctions or remedies may be imposed as are provided by 29 CFR
Part 470, which implements Executive Order 13201, or as are otherwise provided by law.

(e) The requirement to post the employee notice in paragraph (b) does not apply
to—
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(1) Contractors and subcontractors that employ fewer than 15 persons;

(2) Contractor establishments or construction work sites where no union has
been formally recognized by the Contractor or certified as the exclusive bargaining
representative of the Contractor’s employees;

(3) Contractor establishments or construction work sites located in a
jurisdiction named in the definition of the United States in which the law of that
jurisdiction forbids enforcement of union-security agreements;

(4) Contractor facilities where upon the written request of the Contractor, the
Department of Labor Deputy Assistant Secretary for Labor-Management Programs has
waived the posting requirements with respect to any of the Contractor’s facilities if the
Deputy Assistant Secretary finds that the Contractor has demonstrated that—

(i) The facility is in all respects separate and distinct from activities of the
Contractor related to the performance of a contract; and

(i) Such a waiver will not interfere with or impede the effectuation of the
Executive order; or

(5) Work outside the United States that does not involve the recruitment or
employment of workers within the United States.

(F) The Department of Labor publishes the official employee notice in two
variations; one for contractors covered by the Railway Labor Act and a second for all
other contractors. The Contractor shall—

(1) Obtain the required employee notice poster from the Division of
Interpretations and Standards, Office of Labor-Management Standards, U.S. Department
of Labor, 200 Constitution Avenue, NW, Room N-5605, Washington, DC 20210, or from
any field office of the Department’s Office of Labor-Management Standards or Office of
Federal Contract Compliance Programs;

(2) Download a copy of the poster from the Office of Labor-Management
Standards website at http://www.olms.dol.gov; or

(3) Reproduce and use exact duplicate copies of the Department of Labor’s
official poster.

(9) The Contractor shall include the substance of this clause in every subcontract
or purchase order that exceeds the simplified acquisition threshold, entered into in
connection with this contract, unless exempted by the Department of Labor Deputy
Assistant Secretary for Labor-Management Programs on account of special
circumstances in the national interest under authority of 29 CFR 470.3(c). For indefinite
quantity subcontracts, the Contractor shall include the substance of this clause if the value
of orders in any calendar year of the subcontract is expected to exceed the simplified
acquisition threshold. Pursuant to 29 CFR Part 470, Subpart B—Compliance Evaluations,
Complaint Investigations and Enforcement Procedures, the Secretary of Labor may direct
the Contractor to take such action in the enforcement of these regulations, including the
imposition of sanctions for noncompliance with respect to any such subcontract or
purchase order. If the Contractor becomes involved in litigation with a subcontractor or
vendor, or is threatened with such involvement, as a result of such direction, the
Contractor may request the United States, through the Secretary of Labor, to enter into
such litigation to protect the interests of the United States.

12. We added the following FAR clause:
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SECTION 5.62 APPLICABLE LAW FOR BREACH OF CONTRACT CLAIM (OCT
2004) (FAR §52.233-4)

United States law will apply to resolve any claim of breach of this contract.
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