Contractual Document (CD)

Responsible Office: HHSC Office of General Counsel (OGC)

Subject: Amendment Three to the Integrated Care Management Contract

This Contract is between the Texas Health and Human Services Commission (HHSC), an administrative agency
within the executive department of the State of Texas, having its principal office at 4900 North Lamar Boulevard,
Austin, Texas 78751, and Evercare of Texas, L.L.C. (Contractor) a corporation organized under the laws of the
State of Texas, having its principal place of business at 9700 Bissonet, Suite 2225, Houston. Texas 79902.

HHSC and HMO may be referred to in this Amendment individually as a “Party” and collectively as the “Parties.”

September 1, 2008 August 31, 2010 February 1, 2008

HHSC: Contractor:

Joe Morganti Beth Mandell

Associate Director for Health Management Programs ~ Regional Executive Director
11209 Metric Bivd., Building H EverCare Texas

Mail Code H-312 Bidg One, Suite 360

Austin, Texas 78758 1250 Capitol of Tx Highway
Phone: 512-491-1425 Austin, Texas 78746

Fax: 512-491-1972 Phone: 512-347-2723

FAX: 512-347-2735 _

HHSC: Contractor:

General Counsel Beth Mandeli

4900 North Lamar Boulevard, 4" Floor Regional Executive Director
Austin, Texas 78751 EverCare Texas

Fax: 512-424-6586 Bldg One, Suite 360

1250 Capitol of Tx Highway
Austin, Texas 78746
Phone: 512-347-2723

Contract Year One will begin on the Contract Effective Date and end on August 31, 2008. HHSC will begin
paying the per-Member per-month (PMPM) Contractor Rate after the Operational Start Date.

For Contract Year One and Year Two, HHSC will pay the Contractor a PMPM amount of $24.99* for each ICM
Member. The Parties will negotiate the Contractor Rate for subsequent Contract Years in accordance with the
requirements of Attachment A, “General Contract Terms & Conditions’, Article 10, “Terms & Conditions of

Payment.” See Attachment A, "HHSC Uniform Managed Care Contract Terms and Conditions,” Article 10, for
additional information concerning the Contractor Rate and the Payment requirements.

The Contractor Rate for Contract Year One and Year Two consists of the following components:
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Base Price $23.65
Component Pricing for Administrative Pilots
Telephonic-based Authentification System Attachment B-1, RFP §5.2.1.2; $.28
Attachment C-1, Proposal §4.7.2.4 and
482
Provider Access to Electronic Health Attachment B-1, RFP §5.2.1.2; $22*
Information — Phase One Attachment C-1, Proposal §§4.7.2.5,
and 4.8.2, as modified by Attachment C-
2
Total Price for Administrative Pilots $.50

Component Pricing for Optional Services

Evercare Partnership Plus Attachment C-1, Proposal §4.8.3 $.23

Evidence-based Medicine Connect Attachment C-1, Proposal §4.8.3 $.18

LifeSolutions Behavioral Disease Attachment C-1, Proposal §4.8.3 $43

Management

Total Price for Optional Services $.84
Total Contractor Rate $24.99*

*The various phases of the EHI system are described in Attachment C-1, Proposal §§4.7.2.5, and 4.8.2, and
Attachment C-2. Providers will not have access to Phase One of the EHI system (Phase One) on the
Operational Start Date. HHSC will not pay the $.22 component of the total PMPM until Phase One is approved
by HHSC and operational. If Phase One becomes operational after the first day of the month, HHSC will pay the
Contractor on a pro rata basis for all calendar days that Phase One is operational.

In addition to the Contractor Rate described above, HHSC will pay a one-time development fee of $250,000.00
for the EHI system. This one-time development fee is intended to reimburse the Contractor for the actual costs
associated with the development of all phases of the EHI system. This amount will be payable within 30
calendar days of the Contractor's completion, and HHSC's approval, of all Readiness Review activities for Phase
One. The Parties understand and agree that the Contractor will not receive additional reimbursement for the
development of Phase Two of the EHI system, or any subsequent phases.

Additional financial incentives and disincentives are addressed in Attachment B-1, RFP Section 6.

A: General Contract Terms & Conditions, Version 1.3
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B: Scope of Work/Performance Measures

B-1: HHSC RFP 529-06-0406, Sections 1-6 Version 1.0™

B-2: Contractor Managed Services, Version 1.0 (previously RFP Attachment C)

B-3: ICM Service Area Performance Improvement Goals, Version 1.0

B-4: Deliverables/Liquidated Damages Matrix, Version 1.0 (previously RFP Attachment 1)

**The following RFP attachments are incorporated herein by reference: F, H, K4, O, and the Vendor
Questions and Answers. The following RFP attachments are not incorporated herein by reference: A, A1,
B, C D E G1, G2 1, J1,J2, J3, K1, K2, K3, M, N1, and N2. All remaining references in the Agreement to
RFP attachments not incorporated herein by reference are superfluous. Some of the RFP aftachments
will become part of the Uniform Managed Care Manual, which is incorporated herein by reference as
amended or modified.

C: Contractor’'s Proposal and Related Documents

C-1: Contractor's October 6, 2006 Proposal
C-2: Agreed Modifications to the Proposal, Version 1.0

The Parties have executed this Contract in their capacities as stated below with authority to bind their
organizations on the dates set forth by their signatures.

Texas Health and Human Services Commission Contractor

y LBl mE A
Charles E. Bell, M.D. ey-| John L, Larsen
Deputy Executive Commissioner for Health Chiet-Operating-Officer Fresident
Services Date: (Luicict S Xo¥

Date: § ’/l 2 // o'
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DOCUMENT HISTORY LOG

DOCUMENT EFFECTIVE
STATUS! ) DESCRIPTION®
REVISION DATE
Version 1.0 n/a February 15, 2007 Initial version of the General Terms & Conditions that
includes all modifications negotiated by the Parties.
Revision Version 1.1 November 16, 2007 Contract Amendment One modified the following
provisions of Attachment A:

1. Article 2, “Definitions,” modified to add
definitions of Farmworker Child (FWC) and
Migrant Farmworker.

2. Atrticle 2, “Definitions,” modified to change
1915 (c) Community Based Alternatives
Waivers to ICM 1915(c) waiver.

3. Atrticle 2. “Definitions,” modified to remove
the Web link to the CBA Handbook.

4.  Section 4.08(c) modified to include cross-
references to other readiness review
provisions.

Revision Version 1.2 February 1, 2008 Contract Amendment Two did not revise the
Attachment A Genderal Terms & Conditions.
Revision Version 1.3 September 1, 2008 Contract Amendment Three modified the following

provisions of Attachment A:

1. Article 2, “Definitions,” modified to add
definitions for Discharge and Transfer.

2. Atticle 2, “Definitions,” modified to clarify the
definitions for Contractor Managed Services
and Utilization Review.

3. Attachment A, Section 5.02 is modified to
add clarification that only Medicaid ICM
Contractors have a limited right to request
that a Member be disenrolled.

4.  Attachment A, Section 09.07 is added to
require the ICM Contractors to notify HHSC
of legal and other proceedings, and related
events.

5. Attachment A, Section 11.07 is modified to
remove extraneous word.

! Status should be represented as “Baseline” for initial issuances, “Revision” for changes to the Baseline version, and
“Cancellation” for withdrawn versions

% Revisions should be numbered in accordance according to the version of the issuance and sequential numbering of
the revision—e.g., “1.2" refers to the first version of the document and the second revision.

® Brief description of the changes to the document made in the revision.
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Article 1. Introduction

Section 1.01 Purpose.

The purpose of this Contract is to set forth the
terms and conditions for the Contractor’s participation
as an administrative service organization in the
Integrated Care Management Program administered
by HHSC. Under the terms of this Contract,
Contractor will provide comprehensive administrative
and care management services to qualified Program
recipients in a managed care delivery system.

Section 1.02 Inducements.

In making the award of this Contract, HHSC
relied on the Contractor’s assurances of the following:

(1) Contractor is a utilization review agent
that is currently licensed as such in the State of
Texas and is fully authorized to conduct business
in the ICM Service Areas;

(2) Contractor and its Subcontractors have
the skills, qualifications, expertise, financial
resources and experience necessary to provide
the Services and Deliverables described in this
Contract in an efficient, cost-effective manner,
with a high degree of quality and responsiveness;

(3) Contractor has thoroughly reviewed,
analyzed, and understood the RFP, has timely
raised all questions or objections to the RFP;

(4) Contractor has had the opportunity to
review and understand the State’s stated
objectives in entering into this Contract and,
based on such review and understanding,
Contractor currently has the capability to perform
in accordance with the terms and conditions of
this Contract;

(5) Contractor also has reviewed and
understands the risks associated with the ICM
Program as described in the RFP, including the
risk of non-appropriation of funds.

Accordingly, on the basis of the terms and
conditions of this Contract, HHSC desires to engage
Contractor to perform the Services and provide the
Deliverables described in this Contract under the
terms and conditions set forth in this Contract.

Section 1.03 Construction of the Contract.
(@) Scope of Introductory Article.

The provisions of any introductory article to the
Contract are intended to be a general introduction and
are not intended to expand the scope of the Parties’
obligations under the Contract or to alter the plain
meaning of the terms and conditions of the Contract.

(b) References to the “State.”

References in the Contract to the “State” shall
mean the State of Texas unless otherwise specifically
indicated and shall be interpreted, as appropriate, to

mean or include HHSC and other agencies of the
State of Texas that may participate in the

administration of the Program, provided, however,
that no provision will be interpreted to include any
entity other than HHSC as the contracting agency.

(c) Severability.

If any provision of this Contract is construed to
be illegal or invalid, such interpretation will not affect
the legality or validity of any of its other provisions.
The illegal or invalid provision will be deemed stricken
and deleted to the same extent and effect as if never
incorporated in this Contract, but all other provisions
will remain in full force and effect.

(d) Survival of terms.

Termination or expiration of this Contract for any
reason will not release either Party from any liabilities
or obligations set forth in this Contract that:

(1) The Parties have expressly agreed shall
survive any such termination or expiration; or

(2) Arose prior to the effective date of
termination and remain to be performed or by their
nature would be intended to be applicable
following any such termination or expiration.

(e) Headings.
The article, section and paragraph headings in
this Contract are for reference and convenience only

and may not be considered in the interpretation of this
Contract.

(f) Global drafting conventions.

(1) The terms “include,” “includes,” and
“including” are terms of inclusion, and where used in
this Contract, are deemed to be followed by the words
“without limitation.”

(2) Any references to “sections,” “appendices,”
“exhibits” or “attachments” are deemed to be
references to sections, appendices, exhibits or
attachments to this Contract.

(3) Any references to laws and manuals in this
Contract are deemed references to these documents
as amended, modified, or supplemented from time to
time during the term of this Contract.

Section 1.04 No implied authority.

The authority delegated to Contractor by HHSC
is limited to the terms of this Contract. HHSC is the
state agency designated by the Texas Legislature to
administer the Program, and no other agency of the
State grants Contractor any authority related to this
program unless directed through HHSC. Contractor
may not rely upon implied authority, and specifically is
not delegated authority under this Contract to:

(1) make public policy;

(2) promulgate, amend or disregard
administrative regulations or program policy decisions

” o
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made by State and federal agencies responsible for
administration of ICM Program; or

(3) unilaterally communicate or negotiate with
any federal or state agency or the Texas Legislature
on behalf of HHSC regarding the ICM Program.

Contractor is required to cooperate to the fullest
extent possible to assist HHSC in communications
and negotiations with state and federal governments
and agencies concerning matters relating to the
scope of the Contract and the ICM Program, as
directed by HHSC.

Section 1.05 Legal Authority.

(a) HHSC is authorized to enter into this Contract
under Chapters 531 and 533, Texas Government
Code; and Section 2155.144, Texas Government
Code. Contractor is authorized to enter into this
Contract pursuant to the authorization of its governing
board or controlling owner or officer.

(b) The person or persons signing and executing
this Contract on behalf of the Parties, or representing
themselves as signing and executing this Contract on
behalf of the Parties, warrant and guarantee that he,
she, or they have been duly authorized to execute this
Contract and to validly and legally bind the Parties to
all of its terms, performances, and provisions.

Article 2. Definitions

As used in this Contract, the following terms and
conditions shall have the meanings assigned below:

Abuse means provider practices that are
inconsistent with sound fiscal, business, or medical
practices and result in an unnecessary cost to the
Medicaid Program, or in authorization of services that
are not Medically Necessary or that fail to meet
professionally recognized standards for health care. It
also includes Member practices that result in
unnecessary cost to the Medicaid Program.

Action means:

(1) the denial or limited authorization of a
requested Medicaid service, including the type or
level of service;

(2) the reduction, suspension, or termination of a
previously authorized service;

(3) the denial in whole or in part of payment for

service;

(4) the failure to provide services in a timely
manner; or

(5) the failure of the Contractor to act within the
timeframes set forth in the Contract.

An Adverse Determination is one type of Action.

Acute Care means preventive care, primary
care, and other medical care provided under the
direction of a provider for a condition having a
relatively short duration.

Acute Care Services are the Contractor
Managed Services listed under the heading “Acute
Care Services” in Attachment C. Acute Care

Services include Behavioral Health Services in the
Tarrant Service Area.

Acute Care Hospital means a Hospital that
provides Acute Care Services.

Administrative Services Contractor(s) See
HHSC Administrative Services Contractor(s).

Adverse Determination means a determination
by the Contractor that the Contractor Managed
Services furnished, or proposed to be furnished to a
Member, are not Medically Necessary or not
Functionally Necessary Services or not appropriate.

Affiliate means any individual or entity owning or
holding more than a five percent (5%) interest in the
Contractor or in which the Contractor owns or holds
more than a five percent (5%) interest; any parent
entity; or subsidiary entity of the Contractor,
regardless of the organizational structure of the entity.

Allowable Expenses means all expenses
related to the Contract between HHSC and the
Contractor that are incurred during the Contract
Period, are not reimbursable or recovered from
another source, and that conform with the Cost
Principles in the Uniform Managed Care Manual.

Appeal means the formal process by which a
Member or his or her representative request a review
of the Contractor’s Action, as defined above.

Auxiliary Aids and Services includes:

(1) qualified interpreters or other effective
methods of making aurally delivered materials
understood by persons with hearing impairments;

(2) taped texts, large print, Braille, or other
effective methods to ensure visually delivered
materials are available to individuals with visual
impairments; and

(3) other effective methods to ensure that
materials (delivered both aurally and visually) are
available to those with cognitive or other Disabilities
affecting communication.

Behavioral Health (BH) Services means ICM
Services for the treatment of mental, emotional, or
chemical dependency disorders. Behavioral Health
Services are Contractor Managed Services in Tarrant
Service Area and NorthSTAR Managed Services in
Dallas Service Area.

Benchmark means a target or standard based
on historical data or an objective/goal.

Business Continuity Plan (or BCP) means a
plan that provides for a quick and smooth restoration
of MIS operations after a disruptive event. BCP
includes business impact analysis, BCP development,
testing, awareness, training, and maintenance. This is
a day-to-day plan.

Business Day means any day other than a
Saturday, Sunday or a state or federal holiday on
which HHSC's offices are closed, unless the context
clearly indicates otherwise.

CAHPS means the Consumer Assessment of

Healthcare Providers and Systems. This survey is
conducted annually by the EQRO.
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Call Coverage means arrangements made by a
facility or an attending physician with an appropriate
level of health care provider who agrees to be
available on an as-needed basis to provide medically
appropriate services for routine, high risk, or
Emergency Medical Conditions or Emergency
Behavioral Health Conditions that present without
being scheduled at the facility or when the attending
physician is unavailable.

C.F.R. means the Code of Federal Regulations.

Chemical Dependency Treatment means
treatment provided for chemical dependency
condition by a chemical dependency treatment facility,
chemical dependency counselor or Hospital.

Children’s Hospitals mean Hospitals that offer
their services exclusively to children. Services include
clinical care, research, and pediatric medical
education focused on children,

Chronic or Complex Condition means a
physical, behavioral, or developmental condition
which may have no known cure and/or is progressive
and/or can be debilitating or fatal if left untreated or
under-treated.

Claims Administrator means the HHSC
Administrative Services Contractor that processes
and adjudicates all claims for Medicaid services
outside the scope of capitated arrangements between
health plans and HHSC. As of the Effective Date,
ACS State Healthcare, L.L.C. is HHSC's Claims
Administrator.

CMS means the Centers for Medicare and
Medicaid Services, formerly known as the Health
Care Financing Administration (HCFA), which is the
federal agency responsible for administering
Medicare and overseeing state administration of
Medicaid.

COLA means Cost of Living Adjustment.

Complainant means a Member or a treating
provider or other individual designated to act on
behalf of the Member who filed the Complaint.

Complaint means an expression of
dissatisfaction expressed by a Complainant, orally or
in writing to the Contractor, about any matter related
to the Contractor other than an Action. Possible
subjects for Complaints include, but are not limited to,
the quality of care of services provided, and aspects
of interpersonal relationships such as rudeness of a
provider or employee, or failure to respect the
Medicaid Member’s rights.

Complex Need means a condition or situation
resulting in a need for coordination or access to
services beyond what a PCP would normally provide,
triggering the Contractor’s determination that Service
Coordination is required.

Comprehensive Care Program See definition
for Texas Health Steps.

Confidential Information means any
communication or record (whether oral, written,

electronically stored or transmitted, or in any other
form) consisting of:

(1) Confidential Member information, including
HIPAA-defined protected health information;

(2) All non-public budget, expense, payment and
other financial information;

(3) All Privileged Work Product;

(4) All information designated by HHSC or any
other State agency as confidential, and all information
designated as confidential under the Texas Public
Information Act, Texas Government Code, Chapter
552;

(5) The pricing, payments, and terms and
conditions of the Contract, unless disclosed publicly
by HHSC or the State; and

(6) Information utilized, developed, received, or
maintained by HHSC, the Contractor, or participating
State agencies for the purpose of fulfilling a duty or
obligation under this Contract and that has not been
disclosed publicly.

Consumer-Directed Services means the
Member or his/her legal guardian is the employer of
and retains control over the hiring, management and
termination of an individual providing personal
assistance or respite.

Continuity of Care means care provided to a
Member by the same PCP or specialty provider to
ensure that the delivery of care to the Member
remains stable and that services are consistent and
unduplicated.

Contract means this formal, written, and legally
enforceable contract between the Parties and any
amendments thereto.

Contract Period (or Contract Term) means the
Initial Contract Period plus any and all Contract
extensions.

Contract Year means one complete State Fiscal
Year (i.e., September 1 to August 31 of the following
calendar year) under the Contract, except that the first
Contract Year may include a partial State Fiscal Year
plus one full State Fiscal Year.

Contractor (or ICM Contractor) means the
successful Bidder that is a party to this Contract and
is licensed by TDI as a Utilization Review Agent in
accordance with Chapter 4201 of the Texas
Insurance Code.

Contractor Managed Services means the
Medicaid Acute Care Services and Long Term
Services and Supports listed in Attachment C. The
Contractor is responsible for utilization review of these
services pursuant to the Contract
and for Service Coordination of all ICM Services.

Corrective Action Plan means the detailed
written plan that may be required by HHSC to correct
or resolve a deficiency or event causing the
assessment of a remedy or damage against the
Contractor. The term also refers to a plan developed
by the Contractor and an ICM Program Provider to
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improve the Provider’s deficient performance under
the ICM Program.

Court-Ordered Commitment means a
commitment of a Member to a psychiatric facility for
treatment ordered by a court of law pursuant to the
Texas Health and Safety Code, Title VII, Subtitle C.

Credentialing means the process of collecting,
assessing, and validating qualifications and other
relevant information pertaining to a Provider to
determine eligibility to deliver Contractor Managed
Services.

Cultural Competency means the ability of
individuals and systems to provide services effectively
to people of various cultures, races, ethnic
backgrounds, and religions in a manner that
recognizes values, affirms, and respects the worth of
the individuals and protects and preserves their
dignity.

Day means a calendar day unless specified
otherwise.

Deliverable means a written or recorded work
product or data prepared, developed, or procured by
Contractor as part of the Services under the Contract
for the use or benefit of HHSC or the State of Texas.

Day Activity and Health Services (DAHS)
means health social and related support services
provided during the day to functionally impaired adults
by facilities licensed by DADS under Chapter 103,
Texas Human Resource Code.

DADS means the Texas Department of Aging
and Disability Services or its successor agency.
DADS was formerly the Texas Department of Human
Services.

DARS means the Texas Department of Assistive
and Rehabilitative Services or its successor agency.

DEPS means the Texas Department of Family
and Protective Services or its successor agency.

DSHS means the Texas Department of State
Health Services or its successor agency. DSHS was
formerly the Texas Department of Health and the
Texas Department of Mental Health and Mental
Retardation.

Disease Management means a system of
coordinated healthcare interventions and
communications for populations with conditions in
which patient self-care efforts are significant.

Disability means a physical, cognitive,
behavioral or sensory impairment that substantially
limits one or more of an individual’s major life
activities, such as caring for oneself, performing
manual tasks, walking, seeing, hearing, speaking,
breathing, learning, and/or working.

Disability-related Access means that facilities
are readily accessible to and usable by individuals
with disabilities, and that auxiliary aids and services
are provided to ensure effective communication, in
compliance with Title Ill of the Americans with
Disabilities Act.

Disabled Person or Person with a Disability
means a person under sixty five (65) years of age
who qualifies for Medicaid services because of a
disability.

Disaster Recovery Plan means the document
developed by the Contractor that outlines details for
the restoration of the MIS in the event of an
emergency or disaster.

DSM-IV means the Diagnostic and Statistical
Manual of Mental Disorders, Fourth Edition, which is
the American Psychiatric Association’s official
classification of behavioral health disorders.

Discharge means a formal release of a Member | pefinition
from an Inpatient Hospital stay when the need for Added by
continued care at an inpatient level has concluded. Version

Movement or Transfer from one Acute Care Hospital 13
or Long Term Care Hospital /facility and readmission

to another within 24 hours for continued treatment is
not a discharge under this Contract.

Disproportionate Share Hospital (DSH) means
a Hospital that serves a higher than average number
of Medicaid and other low income patients and
receives additional reimbursement from the state.

Dual Eligibles means Medicaid recipients that
are also eligible for Medicare.

ECI means Early Childhood Intervention, a
federally mandated program for infants and children
under the age of three with or at risk for
developmental delays and/or disabilities. The federal
ECI regulations are found at 34 §C.F.R. 303.1 et seq.
The State ECI rules are found at 25 TAC 8621.21 et
seq.

EDI means electronic data interchange.

Effective Date means the effective date of this
Contract, as specified in the ICM Contract
Document.

Effective Date of Enrollment means the first
day for which a Medicaid recipient is enrolled in the
ICM Program.

Eligibles means individuals residing in the ICM
Service Areas who are required to participate in the
ICM Program or who are eligible to voluntarily enroll
in the ICM Program.

Emergency Behavioral Health Condition
means any condition, without regard to the nature or
cause of the condition, which in the opinion of a
prudent layperson possessing an average knowledge
of health and medicine:

(1) requires immediate intervention and/or
medical attention without which Members would
present an immediate danger to themselves or others,
or

(2) which renders Members incapable of
controlling, knowing or understanding the
consequences of their actions.

Emergency Services means inpatient and
outpatient services furnished by a provider that is
qualified to furnish such services under the Contract
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and that are needed to evaluate or stabilize an
Emergency Medical Condition and/or an Emergency
Behavioral Health Condition, including Post-
stabilization Care Services.

Emergency Medical Condition means a
medical condition manifesting itself by acute
symptoms of recent onset and sufficient severity
(including severe pain), such that a prudent
layperson, who possesses an average knowledge of
health and medicine, could reasonably expect the
absence of immediate medical care could result in:

(1) placing the patient’s health in serious
jeopardy;

(2) serious impairment to bodily functions;

(3) serious dysfunction of any bodily organ or
part;

(4) serious disfigurement; or

(5) serious jeopardy to the health of a pregnant
woman or her unborn child.

Enrollment Broker means the HHSC
Administrative Services Contractor that assists
Medicaid clients enrolling in Medicaid managed care
and in selecting managed care options. As of the
Effective Date, Accenture LLP is HHSC's Enrollment
Broker.

Enroliment Report/Enroliment File means the
list of Eligibles that are enrolled as ICM Members on
the day or for the month the report is issued.

EPSDT means the federally mandated Early and
Periodic Screening, Diagnosis and Treatment
program contained at 42 U.S.C. 1396d(r). The name
has been changed to Texas Health Steps (THSteps)
in the State of Texas.

Excluded Population means the following
categories of individuals who are excluded from
participation in the ICM Program:

(1) Persons in institutional settings, including a
resident of a nursing facility; an Intermediate Care
Facility for the Mentally Retarded (ICF-MR), or an
Institution of Mental Disease (IMD) or state Hospital.

(2) Persons enrolled in a Medicaid waiver
program other than the Community-Based
Alternatives (CBA) program.

(3) Individuals not eligible for full Medicaid
benefits.

(4) Individuals who are diagnosed with End
Stage Renal Disease (ESRD) and who do not qualify
for Medicare ESRD coverage (except those in CBA).

Expedited Appeal means an appeal to the
Contractor in which the decision is required quickly
based on the Member's health status, and the amount
of time necessary to participate in a standard appeal
could jeopardize the Member's life or health or ability
to attain, maintain, or regain maximum function.

Expiration Date means the expiration date of
this Contract, as specified in the ICM Contract
Document.

External Quality Review Organization (or
EQRO) means the entity that contracts with HHSC to
provide external review of access to and quality of
healthcare provided to Members of the ICM Program
and HHSC's HMO Programs.

Fair Hearing means the process adopted and
implemented by HHSC in 25 T.A.C. Chapter 1, in
compliance with federal regulations and state rules
relating to Medicaid Fair Hearings.

Farmworker Child (FWC) means a child age 21
or under of a Migrant Farmworker.

EPL means the Federal Poverty Level.

Fee-for-Service means the traditional Medicaid
Program and payment system under which providers
receive a payment for each unit of service according
to rules adopted pursuant to Chapter 32, Texas
Human Resources Code.

Force Majeure Event means any failure or
delay in performance of a duty by a Party under this
Contract that is caused by fire, flood, hurricane,
tornadoes, earthquake, an act of God, an act of war,
riot, civil disorder, or any similar event beyond the
reasonable control of such Party and without the fault
or negligence of such Party.

FQHC means a Federally Qualified Health
Center certified by CMS to meet the requirements of
1861 (aa)(3) of the Social Security Act as a federally
qualified health center and is enrolled as a provider in
the Texas Medicaid program.

Fraud means an intentional deception or
misrepresentation made by a person with the
knowledge that the deception could result in some
unauthorized benefit to himself or some other person.
It includes any act that constitutes fraud under
applicable federal or state law.

ESR (or Contractor FSR) means the Financial
Statistical Report for the ICM Contractor.

Functionally Necessary Services means Long
Term Services and Supports provided to assist ICM
Members with activities of daily living based on a
functional assessment of the Member's activities of
daily living and a determination of the amount of
supplemental supports necessary for the Member to
remain independent or in the most integrated setting
possible.

General Hospital means an establishment that:

(1) offers services, facilities, and beds for use for
more than 24 hours for two or more unrelated
individuals requiring diagnosis, treatment, or care for
illness, injury, deformity, abnormality, or pregnancy;
and

(2) regularly maintains, at a minimum, clinical
laboratory services, diagnostic X-ray services,
treatment facilities including surgery or obstetrical
care or both, and other definitive medical or surgical
treatment of similar extent.

General Hospitals include Acute Care Hospitals
and Children’s Hospitals. See Title 25, Texas
Administrative Code, Chapter 133.

Page 6 of 38


http://info.sos.state.tx.us/pls/pub/readtac$ext.ViewTAC?tac_view=4&ti=25&pt=1&ch=133
http://info.sos.state.tx.us/pls/pub/readtac$ext.ViewTAC?tac_view=4&ti=25&pt=1&ch=133

Contractual Document (CD)

Responsible Office: HHSC Office of General Counsel (OGC)

Subject: Attachment A General Terms & Conditions

Version 1.3

Habilitative and Rehabilitative Services
means services described in Attachment C that may
be required by children who fail to reach (habilitative)
or have lost (rehabilitative) age appropriate
developmental milestones.

Health and Human Services Commission (or
HHSC) means the administrative agency within the
executive department of Texas state government
established under Chapter 531, Texas Government
Code, or its designee, including, but not limited to, the
HHS Agencies.

Health-related Materials are materials
developed by the Contractor or obtained from a third
party relating to the prevention, diagnosis or treatment
of a medical condition.

HEDIS, the Health Plan Employer Data and
Information Set, is a registered trademark of NCQA.
HEDIS is a set of standardized performance
measures designed to reliably compare the
performance of managed health care plans. HEDIS is
sponsored, supported and maintained by NCQA.

HHS Agency means the Texas health and
human service agencies subject to HHSC's oversight
under Chapter 531, Texas Government Code, and
their successor agencies.

HHSC Administrative Services Contractor (or
ASC) means an entity performing Medicaid managed
care administrative services functions, including
enrollment or claims payment functions, under
contract with HHSC.

HIPAA means the Health Insurance Portability
and Accountability Act of 1996, P.L. 104-191 (August
21, 1996), as amended or modified.

Home and Community Support Services
Agency (or HCSSA) means an entity licensed by
DADS under Chapter 142, Texas Health and Safety
Code to provide home health, hospice, or personal
assistance services to individuals in their own homes
or independent living environments as prescribed by a
physician or individualized service plan.

Hospital means a licensed public or private
institution as defined by Chapter 241, Texas Health
and Safety Code, or in Subtitle C, Title 7, Texas
Health and Safety Code.

Intermediate Care Facility for the Mentally
Retarded (or ICF-MR) means a facility licensed
under Chapter 252, Texas Health and Safety Code.

Individual Family Service Plan (or IFSP)
means the plan for services required by the Early
Childhood Intervention (ECI) Program and developed
by an interdisciplinary team.

Inpatient Stay means at least a 24-hour stay in
a facility licensed to provide Hospital care.

ICM Non-Managed Services means Medicaid
Services available in the ICM Service Area other than:

(1) Contractor Managed Services; and

(2) NorthSTAR Services for Members in the
Dallas Service Area.

ICM Program or Program means the Integrated
Care Management Program in the Dallas and Tarrant
Service Areas to manage and coordinate Acute Care
Services and Long Term Services and Supports for
eligible SSI recipients and other eligible Medicaid
recipients. The ICM Program includes all ICM
Services for Members.

ICM Provider (or Provider) means an
appropriately credentialed and licensed individual,
facility, agency, institution, organization or other
entity, and its employees and subcontractors, who
has executed a Medicaid Provider Contract with
HHSC or DADS and a Provider Agreement with the
Contractor to provide Contractor Managed Services to
Members residing in the ICM Service Area.

ICM Provider Agreement means the agreement
to which a Provider and the Contractor are parties
and which must be executed before a Provider may
provide Contractor Managed Services to ICM
Members. The Provider Agreement details Contractor
requirements the Provider must meet in order to
participate in the Network and provide Contractor
Managed Services to ICM Members.

ICM Services means all Contractor Managed
Services listed in Attachment C plus:

(1) ICM Non-Managed Services and

(2) for Members in the Dallas Service Area,
North STAR Services.

ICM Service Area means all the counties in the
Dallas Service Area (Collin, Dallas, Ellis, Hunt,
Kaufman, Navarro and Rockwall counties) and the
Tarrant Service Area (Denton, Hood, Johnson,
Parker, Tarrant and Wise counties) See Attachment

B for a map of all counties in the ICM Service Area.

ICM 1915(c) Waivers means the HHSC 1915(c) Def('jr.‘f'_“%“
waiver program that provides home and community- bmyo e
based services to ICM Members as cost-effective Viarsiom
alternatives to institutional care in nursing homes. See 1.1.

Community Care for Aged and Disabled Handbook for

a detailed list of CBA Waiver services.

Joint Interface Plan (or JIP) means a document
used to communicate basic system interface
information. This information includes: file structure,
data elements, frequency, media, type of file, receiver
and sender of the file, and file I.D. The JIP must
include each of the Contractor’s interfaces required to
conduct business under this Contract. The JIP must
address the coordination with each of the Contractor’s
interface partners to ensure the development and
maintenance of the interface; and the timely transfer
of required data elements between contractors and
partners.

Key Contractor Personnel means the critical
management and technical positions identified by the
Contractor in accordance Article 4 of this Contract.

Linguistic Access means translation and
interpreter services, for written and spoken language
to ensure effective communication. Linguistic access
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includes sign language interpretation, and the
provision of other auxiliary aids and services to
persons with disabilities.

Local Health Department means a local health
department established pursuant to Health and Safety
Code, Title 2, Local Public Health Reorganization Act
§121.031.

Local Mental Health Authority (or LMHA)
means an entity within a specified region responsible
for planning, policy development, coordination, and
resource development and allocation and for
supervising and ensuring the provision of mental
health care services to persons with mental iliness in
one or more local service areas.

Long Term Services and Supports (LTSS)
means services provided to Members in their home or
other community based settings necessary to provide
assistance with activities of daily living to allow the
Member to remain in the most integrated setting
possible. These LTSS services include services
provided to all SSI recipients under the state plan as
well as those services available only to persons who
qualify for 1915 (c) CBA Waiver services. These
Contractor Managed Services are listed in
Attachment C under the header “Long Term Services
and Supports.”

Major Population Group means any population,
which represents at least 10% of the Medicaid
population in any of the counties in the ICM Service
Area.

Mandatory Enrollee (or Mandatory Member)
means a Medicaid eligible who must enroll in the ICM
Program. Mandatory Enrollees must reside in any
part of the Service Area and fall within one of the
following categories:

(1) SSiI eligibles over age 20;

(2) Individuals over age 20 who are Medicaid-
eligible because they are in a Social Security
Exclusion Program (these Members will still need to
meet financial eligibility for 1915(c) Waiver services;

(3) MAO eligibles who qualify for 1915(c) Waiver
services.

Material Subcontractor (or Major
Subcontractor) means any entity that contracts with
the Contractor to perform all or some ICM Contractor
Services, where the value of the subcontracted ICM
Contractor Service(s) exceeds $100,000, or is
reasonably expected to exceed $100,000, per State
Fiscal Year.

Medicaid means the medical assistance
entitlement program authorized and funded pursuant
to Title XIX, Social Security Act (42 U.S.C. 81396 et
seq.) and administered by HHSC.

Medicaid-only (Non-Medicare) means an ICM
Member who is not dually-eligible for Medicare.

Medical Assistance Only (or MAQO) means a
person who qualifies financially for Medicaid but does
not receive Supplemental Security Income payments.

Medicaid Provider Contract means the
contract between an Acute Care provider and the
Claims Administrator or between a Long Term
Services and Supports provider and DADS. A
Medicaid Provider Contract is necessary for an ICM
Provider to submit a claim and receive payment for
ICM Services.

Medical Home means a PCP or specialty care
Provider who has accepted the responsibility for
providing accessible, continuous, comprehensive and
coordinated care to non-Medicare Members
participating in the ICM Program.

Medically Necessary means:

Acute Care Services, other than Behavioral Health
Services, that are:

(1) reasonable and necessary to prevent
illnesses or medical conditions, or provide early
screening, interventions, and/or treatments for
conditions that cause suffering or pain, cause physical
deformity or limitations in function, threaten to cause
or worsen a handicap, cause illness or infirmity of a
Member, or endanger life;

(2) provided at appropriate facilities and at the
appropriate levels of care for the treatment of a
Member’s health conditions;

(3) consistent with health care practice
guidelines and standards that are endorsed by
professionally recognized health care organizations or
governmental agencies;

(4) consistent with the diagnoses of the
conditions;

(5) no more intrusive or restrictive than
necessary to provide a proper balance of safety,
effectiveness, and efficiency;

(6) are not experimental or investigative; and
(7) are not primarily for the convenience of the
Member or Provider.

Behavioral Health Services that are:

(1) are reasonable and necessary for the
diagnosis or treatment of a mental health or chemical
dependency disorder, or to improve, maintain, or
prevent deterioration of functioning resulting from
such a disorder;

(2) are in accordance with professionally
accepted clinical guidelines and standards of practice
in behavioral health care;

(3) are furnished in the most appropriate and
least restrictive setting in which services can be safely
provided;

(4) are the most appropriate level or supply of
service that can safely be provided;

(5) could not be omitted without adversely
affecting the Member’s mental and/or physical health
or the quality of care rendered;

(6) are not experimental or investigative; and

(7) are not primarily for the convenience of the
Member or Provider.

Medicare means the federal health insurance
program administered by the Centers for Medicare
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1.1.

and Medicaid Services (CMS) for people age 65 and
over and some people with disabilities under age 65
authorized under Title XVIII of the Social Security Act.

Member (or ICM Member) means a person who
is entitled to benefits under Title XIX of the Social
Security Act and Medicaid, is in a mandatory or
voluntary Medicaid eligibility category included in the
ICM Program, and is enrolled in the ICM Program.

Member Materials means all written materials
produced or authorized by the Contractor and
distributed to Members containing information
concerning the ICM Program. Member Materials
include, but are not limited to, Member ID cards,
Member handbooks, and Provider directories.

Member Month means one Member enrolled
with the Contractor during any given month. The total
Member Months for each month of a year comprise
the annual Member Months.

Member Services means the administrative
functions performed by the Contractor for the purpose
of informing Members about the ICM Program and
ICM Services.

MHMR or TDMHMR means the Texas
Department of Mental Health and Mental Retardation,
or its successor agency.

Migrant Farmworker means a migratory
agricultural worker, generally defined as an individual
whose principal employment is in agriculture on a
seasonal basis, who has been so employed within the
last twenty-four months, and who establishes for the
purposes of such employment a temporary abode.

MIS means Management Information System.

Minimum Data Set for Home Care (or MDS)
means the required data obtained from the Resident
Assessment Instrument for Home Care (RAI-HC) that
include health, social support and service use
information on persons receiving long term care
services outside of an institutional setting.

Nursing Facility (or Nursing Home) means a
facility licensed by and approved by the State of
Texas in which eligible individuals receive nursing
care and appropriate rehabilitative and restorative
services under the Title XIX (Medicaid) long-term care
program.

Nursing Facility Level of Care means the
determination that the level of care required to
adequately serve a Member is at or above the level of
care provided by a nursing facility. In the ICM
Program, Nursing Facility Level of Care services are
provided in the home or in community-based settings
including assisted living facilities as a cost-effective,
less restrictive alternative to institutional care in a
nursing facility.

OB/GYN means obstetrician-gynecologist.

Open Panel means Providers who are accepting
new patients for the ICM Program.

Operational Start Date means the first day on
which the Contractor is responsible for authorizing
and coordinating Contractor Managed Services to

ICM Program Members under the Contract. The
Operational Start Date applicable to this Contract is
included in the ICM Contract Document.

Operations Phase means the period of time
when Contractor is responsible for authorizing and
coordinating the Contractor Managed Services and all
related Contract functions for the ICM Service Area.
The Operations Phase begins on the Operational
Start Date.

Parties mean HHSC and the Contractor,
collectively.

Party means either HHSC or the Contractor,
individually.

Payment (or Contractor Payment) means the
aggregate amount paid by HHSC to the Contractor on
a monthly basis in accordance with the Contractor
Rate.

Post-stabilization Care Services means
Contractor Managed Services related to an
Emergency Medical Condition that are provided after
a Member is stabilized in order to maintain the
stabilized condition, or, under the circumstances
described in 42 §88C.F.R. 438.114(b)&(e) and 42
C.F.R. 8422.113(c)(iii) to improve or resolve the
Member’s condition.

Primary Care Physician or Primary Care
Provider (or PCP) means a physician or provider
who has agreed with the Contractor to provide a
Medical Home to Medicaid-only Members and who is
responsible for providing initial and primary care to

Definition
modified
by
Version
1.0.

Members, maintaining the continuity of Member care,
and initiating referrals for specialized care.

Promoting Independence means the initiative
undertaken by HHSC in response to the U.S.
Supreme Court ruling in Olmstead v. Zimring. The
Promoting Independence Initiative and Plan may be
found at http://www.hhs.state.tx.us/news/circulars/C-
002.shtml.

Proposal means the proposal submitted by the
Contractor in response to the RFP.

Provider Network (or Network) means all ICM
Providers.

Psychiatric Hospital means a Hospital that
provides inpatient mental health services to
individuals with mental illness or with a substance use
disorder except that, at all times, a majority of the
individuals admitted are individuals with a mental
illness. Such services include psychiatric assessment
and diagnostic services, physician services,
professional nursing services, and monitoring for
patient safety provided in a restricted environment.
See Title 25, Texas Administrative Code, Chapter 134

Public Health Entity means a HHSC Public
Health Region, a Local Health Department or a
Hospital district.

Public Information means information that:

(1) Is collected, assembled, or maintained under
a law or ordinance or in connection with the
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transaction of official business by a governmental
body or for a governmental body; and

(2) The governmental body owns or has a right
of access to.

Qualified and Disabled Working Individual (or
QDWI) means an individual whose only Medicaid
benefit is payment of the Medicare Part A premium.
The Omnibus Budget Reconciliation Act of 1989
requires the state to pay the Medicare Part A
premiums for certain disabled and working individuals
who are enrolled in Medicare Part A, who are not
otherwise eligible for Medicaid, who have countable
income of no more than 200% of the Federal poverty
level, and whose countable resources do not exceed
twice the resource limit of the SSI program.

Qualified Medicare Beneficiary (or QMB)
means a Medicare beneficiary whose only Medicaid
benefits are payment of Medicare premiums,
deductibles, and coinsurance for individuals who are
entitled to Medicare Part A, whose income does not
exceed 100% of the federal poverty level, and whose
resources do not exceed twice the resource limit of
the SSI program.

Quality Improvement (or Quality Assurance)
means a system to continuously measure, analyze,
and improve a) Provider delivery of Contractor
Managed Services and b) Contractor processes and
systems that support the administration of the ICM
Program.

Rate (or Contractor Rate) means the per-
Member per-month amount paid by HHSC to the
Contractor for each ICM Member.

Real-Time Captioning (also known as CART,
Communication Access Real-Time Translation)
means a process by which a trained individual uses a
shorthand machine, a computer, and real-time
translation software to type and simultaneously
translate spoken language into text on a computer
screen. Real Time Captioning is provided for
individuals who are deaf, have hearing impairments or
have unintelligible speech. It is usually used to
interpret spoken English into text English but may be
used to translate other spoken languages into text.

Readiness Review means the assurances
made by the Contractor and the examination
conducted by HHSC, or its agents, of Contractor’s
ability, preparedness, and availability to fulfill its
obligations under the Contract.

Request for Proposals (or RFP) means the
procurement solicitation instrument issued by HHSC
under which this Contract was awarded and all RFP
addenda, corrections or modifications, if any.

Risk means the potential for loss as a result of
expenses and costs of the Contractor exceeding
payments made by HHSC under the Contract.

Risk Management Plan means describing
methods for managing risks that emanate from the
product, processes, resources, and constraints.

Routine Care means preventive and Medically
Necessary Contractor Managed Services that are
non-emergent or non-urgent.

Rural Health Clinic means an entity that meets
all of the requirements for designation as a rural
health clinic under 1861(aa)(1) of the Social Security
Act and approved for participation in the Texas
Medicaid Program.

Scope of Work means the description of
Services, including Deliverables, specified in this
Contract, the RFP, the Contractor’'s Proposal, and any
agreed modifications to these documents.

SDX means State Data Exchange.

SED means severe emotional disturbance as
determined by a Local Mental Health Authority.

Service Coordinator means the person with
primary responsibility for providing Service
Coordination to ICM Members and meeting the
qualifications for this position as described in the
Contract.

Service Coordination means a specialized,
Member-centered care management service that
meets the requirements of the Contract and that
includes but is not limited to:

(1) identification and monitoring of needs,
including physical health, mental health and long term
support needs,

(2) development and monitoring of a Service
Plan that addresses identified needs;

(3) providing authorizations and referrals for
timely and coordinated access to needed ICM
Services;

(4) attention to addressing unique needs of
Members;

(5) coordination of Contractor Managed Services
with other medical and social services that are not
Contractor Managed Services, as necessary and
appropriate.

Service Plan (SP) means an individualized plan
developed with and for Members. The SP includes,
but is not limited to, the following:

(1) the Member’s history;

(2) a summary of the Member’s current medical
and social needs and concerns;

(3) the Member’s short and long term needs and
goals, with action plans which include steps the
Member and Service Coordinator will take and
services needed to address each goal;

(4) units and frequency of each service; and

(5) a description of service providers.

The Service Plan should incorporate the
Individual Family Service Plan (IFSP) for members in
the Early Childhood Intervention (ECI) Program. The
Service Plan should reflect needed non-ICM Services
and resources, such as food stamps, housing or other
community resources to be accessed.

Services (or Contractor Services) means the
tasks, functions, and responsibilities assigned and
delegated to the Contractor under this Contract.
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Significant Traditional Provider (or STP)
means PCPs, Long Term Services and Supports
providers identified by HHSC as having provided a
significant level of care to Fee-for-Service Medicaid
beneficiaries in Dallas and Tarrant Service Areas.
Disproportionate Share Hospitals (DSH) are also
STPs.

Software means all operating system and
applications software used by the Contractor to
provide the Services under this Contract.

SPMI means severe and persistent mental
illness as determined by the Local Mental Health
Authority.

Specialty Hospital means any inpatient Hospital
that is not a General Hospital or Psychiatric Hospital.
It is an establishment that:

(1) offers services, facilities, and beds for use for
more than 24 hours for two or more unrelated
individuals who are regularly admitted, treated, and
discharged and who require services more intensive
than room, board, personal services, and general
nursing care;

(2) has clinical laboratory facilities, diagnostic X-
ray facilities, treatment facilities, or other definitive
medical treatment;

(3) has a medical staff in regular attendance; and

(4) maintains records of the clinical work
performed for each patient.

See Title 25, Texas Administrative Code,
Chapter 133.

Specialty Therapy means physical therapy,
speech therapy or occupational therapy.

Specified Low-Income Medicare Beneficiary
(or SLMB) means a Medicare beneficiary whose only
Medicaid benefit is payment of the Medicare Part B
premium. The Omnibus Budget Reconciliation Act of
1990 requires the state to pay the Medicare Part B
premiums for individuals who are enrolled in Medicare
Part A, whose income is more than 100% of the
federal poverty level (FPL) but less than 120% of the
FPL, and whose resources do not exceed twice the
resource limit of the SSI program.

SSA means the Social Security Administration.

Stabilize means to provide such medical care as
to assure within reasonable medical probability that
no deterioration of the condition is likely to result from,
or occur from, or occur during discharge, transfer, or
admission of the Member.

State Fiscal Year (or SFY) means a 12-month
period beginning on September 1 and ending on
August 31 the following year.

Subcontract means contract between the
Contractor and a third party that performs a function
that the Contractor is required to perform under its
Contract with HHSC.

Subcontractor means any individual or entity,
including an Affiliate, which has entered into a
Subcontract with Contractor.

Subsidiary means an Affiliate controlled by such
person or entity directly or indirectly through one or
more intermediaries.

Supplemental Security Income (or SSI) means
the federal cash assistance program of direct financial
payments to the aged, blind, and disabled
administered by the SSA under Title XVI of the Social
Security Act. All persons who are certified as eligible
for SSI in Texas are eligible for Medicaid. Local SSA
claims representatives make SSI eligibility
determinations. The transactions are forwarded to the
SSA in Baltimore, which then notifies the states
through the SDX.

Supplemental Security Income (SSI)
Beneficiary means a person that receives
supplemental security income cash assistance as
cited in 42 U.S.C.A. § 1320 a-6 and as described in
the definition of Supplemental Security Income.

Systems Quality Assurance Plan means
describing the processes, techniques, and tools that
will be used for assuring that the Contractor meets its
commitments to plans, standards, and processes, and
that it demonstrates that the products meet the
agreed-to requirements.

T.A.C. means Texas Administrative Code.

TDD means telecommunication device for the
deaf. It is interchangeable with the term Teletype
machine or TTY.

TDI means the Texas Department of Insurance.

Texas Health Steps (or THSteps) is the name
adopted by the State of Texas for the federally
mandated Early and Periodic Screening, Diagnosis
and Treatment (EPSDT) program. It includes the
State’s Comprehensive Care Program extension to
EPSDT, which adds benefits to the federal EPSDT
requirements contained in 42 U.S.C. 81396d(r), and
defined and codified at 42 C.F.R. §8440.40 and
441.56-62. HHSC's rules are contained in 25 T.A.C.,
Chapter 33 (relating to Early and Periodic Screening,
Diagnosis and Treatment).

Texas Medicaid Bulletin means the bi-monthly
update to the Texas Medicaid Provider Procedures
Manual.

Texas Medicaid Provider Procedures Manual
means the policy and procedures manual published
by or on behalf of HHSC that contains policies and
procedures required of all health care providers who
participate in the Texas Medicaid program. The
manual is published annually and is updated bi-
monthly by the Texas Medicaid Bulletin.

Texas Medicaid Service Delivery Guide
means an attachment to the Texas Medicaid Provider
Procedures Manual.

Transfer means the movement of the Member
from one Acute Care Hospital or Long Term Care
Hospital/facility and readmission to another Acute
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Care Hospital or Long Term Care Hospital/facility
within 24 hours for continued treatment.

Transition Phase includes all activities the
Contractor is required to perform between the
Contract Effective Date and the Operational Start
Date for a Service Area.

Turnover Phase includes all activities the
Contractor is required to perform in order to close out
the Contract and/or transition Contract activities and
operations to HHSC or a subsequent contractor.

Turnover Plan means the written plan
developed by Contractor, approved by HHSC, to be
employed during the Turnover Phase.

Uniform Managed Care Manual means the
manual published by or on behalf of HHSC that
contains policies and procedures required of the ICM
Contractor.

URAC (or American Accreditation Health
Care Commission) means the independent
organization that accredits Utilization Review
functions and offers a variety of other accreditation
and certification programs for health care
organizations.

Urgent Behavioral Health Situation means a
behavioral health condition that requires attention and
assessment within twenty-four (24) hours but that
does not place the Member in immediate danger to
himself or herself or others and the Member is able to
cooperate with treatment.

Urgent Condition means a health condition
including an Urgent Behavioral Health Situation that is
not an emergency but is severe or painful enough to
cause a prudent layperson, possessing the average
knowledge of medicine, to believe that his or her
condition requires medical treatment evaluation or
treatment within twenty-four (24) hours by the
Member’'s PCP or PCP designee to prevent serious
deterioration of the Member’s condition or health.

Utilization Review means the system for
retrospective, concurrent or prospective review, the
medical necessity and appropriateness of Health
Care Services-provided, being provided, or proposed
to be provided to a Member. The term does not
include elective requests for clarification of coverage.

Waste means practices that are not cost-
efficient.

Article 3. General Terms & Conditions

Section 3.01 Contract elements.
(@) Contract documentation.
The Contract between the Parties will consist of

the ICM Contract Document and all attachments and
amendments.

(b) Order of documents.

In the event of any conflict or contradiction
between or among the contract documents, the
documents shall control in the following order of
precedence:

(1) The final executed ICM Contract
Document, and all amendments thereto;

(2) Attachment A — “General Terms and
Conditions,” and all amendments thereto;

(3) Attachment B — “Scope of
Work/Performance Measures,” and all
attachments and amendments thereto;

(4) the Uniform Managed Care Manual, and
all attachments and amendments thereto;

(5) Attachment C — “Contractor’s Proposal
and Related Documents,” and all attachments
thereto.

Section 3.02 Term of the Contract.

The term of the Contract will begin on the
Effective Date and will conclude on the Expiration
Date. The Parties may renew the Contract for an
additional period or periods, but the Contract Term
may not exceed a total of eight (8) years. All reserved
contract extensions beyond the Expiration Date will
be subject to good faith negotiations between the
Parties and mutual agreement to the extension(s).

Section 3.03 Funding.

This Contract is expressly conditioned on the
availability of state and federal appropriated funds.
Contractor will have no right of action against HHSC
in the event that HHSC is unable to perform its
obligations under this Contract as a result of the
suspension, termination, withdrawal, or failure of
funding to HHSC or lack of sufficient funding of HHSC
for any activities or functions contained within the
scope of this Contract. If funds become unavailable,
the provisions of Article 12 (“Remedies and
Disputes”) will apply. HHSC will use all reasonable
efforts to ensure that such funds are available, and
will negotiate in good faith with Contractor to resolve
any Contractor claims for payment that represent
accepted ICM Services or Deliverables that are
pending at the time funds become unavailable.
HHSC shall make best efforts to provide reasonable
written advance notice to Contractor upon learning
that funding for this Contract may be unavailable.

Section 3.04 Delegation of authority.

Whenever, by any provision of this Contract, any
right, power, or duty is imposed or conferred on
HHSC, the right, power, or duty so imposed or
conferred is possessed and exercised by the
Commissioner unless any such right, power, or duty is
specifically delegated to the duly appointed agents or
employees of HHSC. The Commissioner will reduce
any such delegation of authority to writing and provide
a copy to Contractor on request.

Section 3.05 No waiver of sovereign
immunity.

The Parties expressly agree that no provision of
this Contract is in any way intended to constitute a
waiver by HHSC or the State of Texas of any
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immunities from suit or from liability that HHSC or the
State of Texas may have by operation of law.

Section 3.06 Force majeure.

Neither Party will be liable for any failure or delay
in performing its obligations under the Contract if such
failure or delay is due to any cause beyond the
reasonable control of such Party, including, but not
limited to, unusually severe weather, strikes, natural
disasters, fire, civil disturbance, epidemic, war, court
order, or acts of God. The existence of such causes
of delay or failure will extend the period of
performance in the exercise of reasonable diligence
until after the causes of delay or failure have been
removed. Each Party must inform the other in writing
with proof of receipt within five (5) Business Days of
the existence of a force majeure event or otherwise
waive this right as a defense.

Section 3.07 Publicity.

(a) Contractor may use the name of HHSC, the
State of Texas, any HHS Agency, and the hame of
the ICM Program in any media release, public
announcement, or public disclosure relating to the
Contract or its subject matter only if, at least seven (7)
calendar days prior to distributing the material, the
Contractor submits the information to HHSC for
review and comment. If HHSC has not responded
within seven (7) calendar days, the Contractor may
use the submitted information. HHSC reserves the
right to object to and require changes to the
publication if, at HHSC's sole discretion, it determines
that the publication does not accurately reflect the
terms of the Contract or the Contractor’s performance
under the Contract.

(b) Contractor will provide HHSC with one (1)
electronic copy of any information described in
Subsection 3.07(a) prior to public release. Contractor
will provide additional copies, including hard copies,
at the request of HHSC.

(c) The requirements of Subsection 3.07(a) do
not apply to:

(1) proposals or reports submitted to HHSC,
an administrative agency of the State of Texas,
or a governmental agency or unit of another
state or the federal government;

(2) information concerning the Contract’s
terms, subject matter, and estimated value:

(a) in any report to a governmental
body to which the Contractor is required by
law to report such information, or

(b) that the Contractor is otherwise
required by law to disclose; and

(3) Member Materials (the Contractor must
comply with the Uniform Managed Care
Manual’s provisions regarding the review and
approval of Member Materials).

Section 3.08 Assignment.
(@) Assignment by Contractor.

Contractor shall not assign all or any portion of
its rights under or interests in the Contract or delegate
any of its duties without prior written consent of
HHSC. Any written request for assignment or
delegation must be accompanied by written
acceptance of the assignment or delegation by the
assignee or delegation by the delegate. Except
where otherwise agreed in writing by HHSC,
assignment or delegation will not release Contractor
from its obligations pursuant to the Contract. An
HHSC-approved Material Subcontract will not be
considered to be an assignment or delegation for
purposes of this section.

(b) Assignment by HHSC.

Contractor understands and agrees HHSC may
in one or more transactions assign, pledge, transfer,
or hypothecate the Contract. This assignment will
only be made to another State agency or a non-State
agency that is contracted to perform agency support.

(c) Assumption.

Each party to whom a transfer is made (an
"Assignee") must assume all or any part of
Contractor’s or HHSC's interests in the Contract, the
product, and any documents executed with respect to
the Contract, including, without limitation, its
obligation for all or any portion of the purchase
payments, in whole or in part.

Section 3.09 Cooperation with other vendors
and prospective vendors.

HHSC may award supplemental contracts for
work related to the Contract, or any portion thereof.
Contractor will reasonably cooperate with such other
vendors, and will not commit or permit any act that
may interfere with the performance of work by any
other vendor.

Section 3.10 Renegotiation and
reprocurement rights.

(@) Renegotiation of Contract terms.

Notwithstanding anything in the Contract to the
contrary, HHSC may at any time during the term of
the Contract exercise the option to notify Contractor
that HHSC has elected to renegotiate certain terms of
the Contract. Upon Contractor’s receipt of any notice
pursuant to this Section, Contractor and HHSC will
undertake good faith negotiations of the subject terms
of the Contract, and may execute an amendment to
the Contract in accordance with Article 8.

(b) Reprocurement of the services or
procurement of additional services.

Notwithstanding anything in the Contract to the
contrary, whether or not HHSC has accepted or
rejected Contractor’s ICM Services and/or
Deliverables provided during any period of the
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Contract, HHSC may at any time issue requests for
proposals or offers to other potential contractors for
performance of any portion of the Scope of Work
covered by the Contract or Scope of Work similar or
comparable to the Scope of Work performed by
Contractor under the Contract.

(c) Termination rights upon reprocurement.

If HHSC elects to procure the ICM Services or
Deliverables or any portion of the ICM Services or
Deliverables from another vendor in accordance with
this Section, HHSC will have the termination rights set
forth in Article 12 (“Remedies and Disputes”).

Section 3.11 RFP errors and omissions.

Contractor will not take advantage of any errors
and/or omissions in the RFP or the resulting Contract.
Contractor must promptly notify HHSC of any such
errors and/or omissions that are discovered.

Section 3.12 Attorneys’ fees.

In the event of any litigation, appeal, or other
legal action to enforce any provision of the Contract,
Contractor agrees to pay all reasonable expenses of
such action, including attorneys' fees and costs, if
HHSC is the prevailing Party.

Section 3.13 Preferences under service
contracts.

Contractor is required in performing the Contract
to purchase products and materials produced in the
State of Texas when they are available at a price and
time comparable to products and materials produced
outside the State.

Section 3.14 Time of the essence.

In consideration of the need to ensure
uninterrupted and continuous ICM Program
performance, time is of the essence in the
performance of the Scope of Work under the
Contract.

Section 3.15 Notice.

(a) Any notice or other legal communication
required or permitted to be made or given by either
Party pursuant to the Contract will be in writing and in
English, and will be deemed to have been given:

(1) Three (3) Business Days after the date
of mailing if sent by registered or certified U.S.
mail, postage prepaid, with return receipt
requested;

(2) When transmitted if sent by facsimile,
provided a confirmation of transmission is
produced by the sending machine; or

(3) When delivered if delivered personally
or sent by express courier service.

(b) The notices described in this Section may not
be sent by electronic mail.

(c) All notices must be sent to the Project
Manager identified in the ICM Contract Document.

In addition, legal notices must be sent to the Legal
Contact identified in the ICM Contract Document.

(d) Routine communications that are
administrative in nature will be provided in a manner
agreed to by the Parties.

Article 4. Contract Administration & Management

Section 4.01 Qualifications, retention and
replacement of Contractor employees.

Contractor agrees to maintain the organizational
and administrative capacity and capabilities to carry
out all duties and responsibilities under this Contract.
The personnel Contractor assigns to perform the
duties and responsibilities under this Contract will be
properly trained and qualified for the functions they
are to perform. Notwithstanding transfer or turnover
of personnel, Contractor remains obligated to perform
all duties and responsibilities under this Contract
without degradation and in accordance with the terms
of this Contract.

Section 4.02 Contractor’s Key Personnel.
(a) Designation of Key Personnel.

Contractor must designate key management and
technical personnel who will be assigned to the
Contract. For the purposes of this requirement, Key
Personnel are the following:

(1) those with management responsibility or
principal technical responsibility for Management
Information Systems;

(2) Executive Director as defined in Section
4.03 (“Executive Director”); and

(3) Medical Director as defined in Section 4.04
(“Medical Director”).

(b) Support and Replacement of Key Personnel.

The Contractor must maintain, throughout the
Contract Term, the ability to supply its Key Personnel
with the required resources necessary to meet
Contract requirements and comply with applicable
law. The Contractor must ensure project continuity by
timely replacement of Key Personnel, if necessary,
with a sufficient number of persons having the
requisite skills, experience and other qualifications.
Regardless of specific personnel changes, the
Contractor must maintain the overall level of
expertise, experience, and skill reflected in the Key
Contractor Personnel job descriptions and
qualifications included in the Contractor’s proposal.

(c) Notification of replacement of Key
Personnel.

Contractor must notify HHSC within fifteen (15)
Business Days of any change in Key Personnel.
Hiring or replacement of Key Personnel must conform
to all Contract requirements. If HHSC determines that
a satisfactory working relationship cannot be
established between certain Key Personnel and
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HHSC, it will notify the Contractor in writing. Upon
receipt of HHSC's notice, HHSC and Contractor will
attempt to resolve HHSC'’s concerns on a mutually
agreeable basis.

Section 4.03 Executive Director.

(@) The Contractor must employ a qualified
individual to serve as the Executive Director for its
ICM Program. Such Executive Director must be
employed full-time by the Contractor, be primarily
dedicated to the ICM Program, and must hold a
Senior Executive or Management position in the
Contractor’s organization.

(b) The Executive Director must be authorized
and empowered to represent the Contractor regarding
all matters pertaining to the Contract prior to such
representation. The Executive Director must act as
liaison between the Contractor and the HHSC and
must have responsibilities that include, but are not
limited to, the following:

(1) ensuring the Contractor’s compliance with
the terms of the Contract, including securing and
coordinating resources necessary for such
compliance;

(2) receiving and responding to all inquiries
and requests made by HHSC related to the
Contract, in the time frames and formats
specified by HHSC. Where practicable, HHSC
must consult with the Contractor to establish
time frames and formats reasonably acceptable
to the Parties;

(3) attending and participating in regular
HHSC Contractor Executive Director meetings or
conference calls;

(4) attending and participating in regular
HHSC Regional Advisory Committees (RACs)
for managed care (the Executive Director may
designate key personnel to attend a RAC if the
Executive Director is unable to attend);

(5) making best efforts to promptly resolve
any issues identified either by the Contractor or
HHSC that may arise and are related to the
Contract;

(6) meeting with HHSC representative(s) on
a periodic or as needed basis to review the
Contractor’s performance and resolve issues,
and

(7) meeting with HHSC at the time and place
requested by HHSC, if HHSC determines that
the Contractor is not in compliance with the
requirements of the Contract.

Section 4.04 Medical Director.

(a) The Contractor must have a qualified
individual to serve as the Medical Director for the ICM
Program. The Medical Director must be currently
licensed in Texas under the Texas Medical Board as
an M.D. or D.O. with no restrictions or other licensure

limitations. The Medical Director must comply with the
requirements of 28 T.A.C. §11.1606 and all applicable
federal and state statutes and regulations.

(b) The Medical Director, or his or her physician
designee meeting the same Contract qualifications
that apply to the Medical Director, must be available
by telephone 24 hours a day, seven days a week, for
Utilization Review decisions. The Medical Director,
and his/her designee, must either possess expertise
with Behavioral Health Services, or ready access to
such expertise to ensure timely and appropriate
medical decisions for Members, including after regular
business hours.

(c) The Medical Director, or his or her physician
designee meeting the same Contract qualifications
that apply to the Medical Director, must be authorized
and empowered to represent the Contractor regarding
clinical issues, Utilization Review and quality of care
inquiries. The Medical Director, or his or her physician
designee, must exercise independent medical
judgment in all decisions relating to medical
necessity. The Contractor must ensure that its
decisions relating to medical necessity are not
adversely influenced by fiscal management decisions.
HHSC may conduct reviews of decisions relating to
medical necessity upon reasonable notice.

Section 4.05 Responsibility for Contractor
personnel and Subcontractors.

(a) Contractor's employees and Subcontractors
will not in any sense be considered employees of
HHSC or the State of Texas, but will be considered
for all purposes as the Contractor's employees or its
Subcontractor’'s employees, as applicable.

(b) Except as expressly provided in this Contract,
neither Contractor nor any of Contractor's employees
or Subcontractors may act in any sense as agents or
representatives of HHSC or the State of Texas.

(c) Contractor agrees that anyone employed by
Contractor to fulfill the terms of the Contract is an
employee of Contractor and remains under
Contractor’s sole direction and control. Contractor
assumes sole and full responsibility for its acts and
the acts of its employees and Subcontractors.

(d) Contractor agrees that any claim on behalf of
any person arising out of employment or alleged
employment by the Contractor (including, but not
limited to, claims of discrimination against Contractor,
its officers, or its agents) is the sole responsibility of
Contractor and not the responsibility of HHSC.
Contractor will indemnify and hold harmless the State
from any and all claims asserted against the State
arising out of such employment or alleged
employment by the Contractor. Contractor
understands that any person who alleges a claim
arising out of employment or alleged employment by
Contractor will not be entitled to any compensation,
rights, or benefits from HHSC (including, but not
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limited to, tenure rights, medical and Hospital care,
sick and annual/vacation leave, severance pay, or
retirement benefits).

(e) Contractor agrees to be responsible for the
following in respect to its employees:

(1) Damages incurred by Contractor’s
employees within the scope of their duties under
the Contract; and

(2) Determination of the hours to be worked
and the duties to be performed by Contractor’'s
employees.

(f) Contractor agrees and will inform its
employees and Subcontractor(s) that there is no right
of subrogation, contribution, or indemnification against
HHSC for any duty owed to them by Contractor
pursuant to this Contract or any judgment rendered
against the Contractor. HHSC's liability to the
Contractor’'s employees, agents and Subcontractors,
if any, will be governed by the Texas Tort Claims Act,
as amended or modified (TeEX. Civ. PRACT. & REM.
CoDE §101.001et seq.).

(g) Contractor understands that HHSC does not
assume liability for the actions of, or judgments
rendered against, the Contractor, its employees,
agents or Subcontractors. Contractor agrees that it
has no right to indemnification or contribution from
HHSC for any such judgments rendered against
Contractor or its Subcontractors.

Section 4.06 Cooperation with HHSC and
others.

(@) Cooperation with other contractors.

Contractor agrees to reasonably cooperate with
and work with the other contractors in the ICM
Program, subcontractors, and third-party
representatives as requested by HHSC. To the extent
permitted by HHSC's financial and personnel
resources, HHSC agrees to reasonably cooperate
with Contractor and to use its best efforts to ensure
that other HHSC contractors reasonably cooperate
with the Contractor.

(b) Cooperation with state and federal
administrative agencies.

Contractor must ensure that Contractor
personnel will cooperate with HHSC or other state or
federal administrative agency personnel at no charge
to HHSC for purposes relating to the administration of
ICM Program including, but not limited to the following
purposes:

(1) The investigation and prosecution of
fraud, abuse, and waste in the ICM Program;

(2) Audit, inspection, or other investigative
purposes; and

(3) Testimony in judicial or quasi-judicial
proceedings relating to the ICM Services and/or

Deliverables under this Contract or other delivery

of information to HHSC or other agencies’
investigators or legal staff.

Section 4.07 Conduct of Contractor
personnel.

(a) While performing the Scope of Work,
Contractor’s personnel and Subcontractors must:

(1) Comply with applicable State rules and
regulations and HHSC'’s requests regarding
personal and professional conduct generally
applicable to the service locations; and

(2) Otherwise conduct themselves in a
businesslike and professional manner.

(b) If HHSC determines in good faith that a
particular employee or Subcontractor is not
conducting himself or herself in accordance with this
Contract, HHSC may provide Contractor with notice
and documentation concerning such conduct. Upon
receipt of such notice, Contractor must promptly
investigate the matter and take appropriate action that
may include:

(1) Removing the employee from the project;

(2) Providing HHSC with written notice of
such removal; and

(3) Replacing the employee with a similarly
qualified individual acceptable to HHSC.

(c) Nothing in the Contract will prevent
Contractor, at the request of HHSC, from replacing
any personnel who are not adequately performing
their assigned responsibilities or who, in the
reasonable opinion of HHSC's Project Manager, after
consultation with Contractor, are unable to work
effectively with the members of the HHSC's staff. In
such event, Contractor will provide replacement
personnel with equal or greater skills and
qualifications as soon as reasonably practicable.
Replacement of Key Personnel will be subject to
HHSC review. The Parties will work together in the
event of any such replacement so as not to disrupt
the overall project schedule.

(d) Contractor agrees that anyone employed by
Contractor to fulfill the terms of the Contract remains
under Contractor’s sole direction and control.

(e) Contractor shall have policies regarding
disciplinary action for all employees who have failed
to comply with laws and the Contractor’s standards of
conduct, policies and procedures, and Contract
requirements. Contractor shall have policies
regarding disciplinary action for all employees who
have engaged in illegal or unethical conduct.

Section 4.08 Subcontractors.

(a) Contractor remains fully responsible for the
obligations, services, and functions performed by its
Subcontractors to the same extent as if such
obligations, services, and functions were performed
by Contractor’'s employees, and for purposes of this
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Contract such work will be deemed work performed
by Contractor. HHSC reserves the right to require the
replacement of any Subcontractor found by HHSC to
be unacceptable and unable to meet the requirements
of the Contract, and to object to the selection of a
Subcontractor.

(b) Contractor must:

(1) actively monitor the quality of care and
services, as well as the quality of reporting data,
provided under a Subcontract;

(2) notify HHSC in writing at least 60 days
prior to reprocurement of services provided by
any Material Subcontractor;

(3) notify HHSC in writing within three (3)
Business Days after making a decision to
terminate a Subcontract with a Material
Subcontractor or upon receiving notification from
the Material Subcontractor of its intent to
terminate such Subcontract;

(4) notify HHSC in writing within one (1)
Business Day of making a decision to enter into
a Subcontract with a new Material
Subcontractor, or a new Subcontract for newly
procured services of an existing Material
Subcontractor; and

(5) provide HHSC with a copy of TDI filings
of delegation agreements.

(c) During the Contract Period, Readiness
Reviews by HHSC or its designated agent may occur
if:

(1) a new Material Subcontractor is
employed by Contractor;

(2) an existing Material Subcontractor
provides services in a new service area;

(3) an existing Material Subcontractor
changes locations or changes its MIS and or
operational functions;

(5) an existing Material Subcontractor
changes one or more of its MIS subsystems,
claims processing or operational functions; or

(6) a Readiness Review is requested by
HHSC.

Refer to Attachment B-1, Sections 5.1.9 and
5.2.18.2 for additional information regarding
Contractor Readiness Reviews during the Contract
Period.

(d) Contractor must not disclose Confidential
Information of HHSC, the HHS Agencies, or the State
of Texas to a Subcontractor unless and until such
Subcontractor has agreed in writing to protect the
confidentiality of such Confidential Information in the
manner required of Contractor under this Contract.

(e) Contractor must identify any Subcontractor
that is a subsidiary or entity formed after the Effective
Date of the Contract, whether or not an Affiliate of

Contractor, substantiate the proposed Subcontractor's
ability to perform the subcontracted ICM Services,
and certify to HHSC that no loss of service will occur
as a result of the performance of such Subcontractor.
The Contractor will assume responsibility for all
contractual responsibilities whether or not the
Contractor performs them. Further, HHSC considers
the Contractor to be the sole point of contact with
regard to contractual matters, including payment of
any and all charges resulting from the Contract.

(f) Except as provided herein, all Subcontracts
must be in writing and must provide HHSC the right to
examine the Subcontract and all Subcontractor
records relating to the Contract and the Subcontract.
This requirement does not apply to agreements with
utility or mail service providers.

(9) A Subcontract whereby Contractor receives
rebates, recoupments, discounts, payments, or other
consideration from a Subcontractor (including without
limitation Affiliates) pursuant to or related to the
execution of this Contract must be in writing and must
provide HHSC the right to examine the Subcontract
and all records relating to such consideration.

(h) All Subcontracts described in subsections (f)
and (g) must show the dollar amount, the percentage
of money, or the value of any consideration that
Contractor pays to or receives from the
Subcontractor.

(i) Contractor must submit a copy of each
Material Subcontract executed prior to the Effective
Date of the Contract to HHSC no later than thirty (30)
days after the Effective Date of the Contract. For
Material Subcontracts executed after the Effective
Date of the Contract, Contractor must submit a copy
to HHSC no later than five (5) Business Days after
execution.

(j) HHSC reserves the right to reject any
Subcontract or require changes to any provisions that
do not comply with the requirements or duties and
responsibilities of this Contract or create significant
barriers for HHSC in monitoring compliance with this
Contract.

Section 4.09 HHSC's ability to contract with
Subcontractors.

The Contractor may not limit or restrict, through
a covenant not to compete, employment contract or
other contractual arrangement, HHSC's ability to
contract with Subcontractors or former employees of
the Contractor.

Section 4.10 Contractor Agreements with
Third Parties.

(a) If the Contractor intends to report
compensation paid to a third party (including without
limitation an Affiliate) as an Allowable Expense under
this Contract, and the compensation paid to the third
party exceeds $100,000, or is reasonably anticipated

Page 17 of 38



Contractual Document (CD)

Responsible Office: HHSC Office of General Counsel (OGC)

Subject: Attachment A General Terms & Conditions

Version 1.3

to exceed $100,000, in a State Fiscal Year, then the
Contractor’s agreement with the third party must be in
writing. The agreement must provide HHSC the right
to examine the agreement and all records relating to
the agreement.

(b) All agreements whereby Contractor receives
rebates, recoupments, discounts, payments, or other
consideration from a third party (including without
limitation Affiliates) pursuant to or related to the
execution of this Contract, must be in writing and
must provide HHSC the right to examine the
agreement and all records relating to such
consideration.

(c) All agreements described in subsections (a)
and (b) must show the dollar amount, the percentage
of money, or the value of any consideration that
Contractor pays to or receives from the third party.

(d) Contractor must submit a copy of each third
party agreement described in subsections (a) and (b)
to HHSC. If the third party agreement is entered into
prior to the Effective Date of the Contract, Contractor
must submit a copy no later than thirty (30) days after
the Effective Date of the Contract. If the third party
agreement is executed after the Effective Date of the
Contract, Contractor must submit a copy no later than
five (5) Business Days after execution.

(e) For third party agreements valued under
$100,000 per State Fiscal Year that are reported as
Allowable Expenses, the Contractor must maintain
financial records and data sufficient to verify the
accuracy of such expenses in accordance with the
requirements of Article 9 (Audit & Financial
Compliance”).

(f) HHSC reserves the right to reject any third
party agreement or require changes to any provisions
that do not comply with the requirements or duties
and responsibilities of this Contract or create
significant barriers for HHSC in monitoring
compliance with this Contract.

(g) This section shall not apply to agreements
with utility or mail service providers.

Article 5. Member Eligibility & Enrollment

Section 5.01 Eligibility Determination.

The State or its designee will determine whether
potential enrollees are eligible to become Members of
the ICM Program.

Section 5.02 Member Enroliment &
Disenrollment in the ICM Program.

(a) The HHSC Administrative Services
Contractor will enroll and disenroll eligible individuals
in the Program. The Contractor is not allowed to
induce or accept disenrollment from a Member. The
Contractor must refer the Members or potential

members to the HHSC Administrative Services
Contractor for ICM Program eligibility determinations.

(b) HHSC makes no guarantees or
representations to the Contractor regarding the
number of eligible Members who will ultimately be
enrolled into the ICM Program or the length of time
any such Members will remain enrolled in the ICM
Program.

(c) The HHSC Administrative Services
Contractor will electronically transmit to the Contractor
new Member information and change information
applicable to active Members.

(d) Members will be enrolled in the ICM
Program, and the Contractor must begin to coordinate
Contractor Managed Services on the Effective Date of
Enrollment.

(e) The Contractor must assign each Member a
PCP within one Business Day after the Contractor’s
receipt of the enrollment file from the HHSC
Administrative Services Contractor. The Member can
change the PCP designation at any time.

(f) ICM Contractor has a limited right to request a
Member be disenrolled from the ICM Program
without the Member’s consent. HHSC must
approve any ICM Contractor request for
disenrollment of a Member for cause. HHSC
may permit disenrollment of a Member under the
following circumstances:

(1) Member misuses or loans Member’s
ICM Contractor's membership card to
another person to obtain services.

(2) Member is disruptive, unruly,
threatening or uncooperative to the extent
that Member’'s membership seriously impairs
ICM Contractor’s or Provider’s ability to
provide services to Member or to obtain new
Members, and Member’s behavior is not
caused by a physical or behavioral health
condition.

(3) Member steadfastly refuses to
comply with managed care restrictions (e.qg.,
repeatedly using emergency room in
combination with refusing to allow ICM
Contractor to treat the underlying medical
condition).

(4) ICM Contractor must take
reasonable measures to correct Member

Section behavior prior to requesting disenrollment.
5.02 Reasonable measures may include providing
modified

b education and counseling regarding the
V’érsion s offensive acts or behaviors. (g) HHSC must
10&13 notify the Member of HHSC’'s decision to

disenroll the Member if all reasonable

measures have failed to remedy the problem.
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(h) If the Member disagrees with the decision to
disenroll the Member from the ICM Program, HHSC
must notify the Member of the availability of the
Complaint procedure and, for Medicaid Members,
HHSC'’s Fair Hearing process.

(i) ICM Contractor cannot request a disenroliment
based on adverse change in the member’'s health
status or utilization of services that are Medically
Necessary for treatment of a member’s condition.

(i) Upon implementation of the Comprehensive
Healthcare Program for Foster Care, Members taken
into conservatorship by the Department of Family and
Protective Services (DFPS) will be disenrolled from
the ICM Program effective the date of DFPS
conservatorship.

Section 5.03 Span of Coverage.
(@) General

(1) The Contractor must provide ICM Services to
all Members without regard to the Member’s previous
coverage, health status, confinement in a health care
facility, or any other factor.

(b) Excluded Populations

Excluded Populations are not included in the
ICM Program. Members who become part of an
Excluded Population while enrolled in the ICM
Program will be disenrolled on the Effective Date of
Disenrollment.

(c) Verification of Member Eligibility.

The Contractor is prohibited from entering into
an agreement to share information regarding
Members with an external vendor that provides
verification of Medicaid recipients’ eligibility to
Medicaid providers. All such external vendors must
contract with the State and obtain eligibility
information from the State.

Article 6. Service Levels & Performance Measurement

Section 6.01 Performance measurement.

Satisfactory performance of this Contract will be
measured by:

(a) Adherence to this Contract, including all
representations and warranties;

(b) Delivery of the ICM Services and
Deliverables;

(c) Results of audits performed by HHSC or its
representatives in accordance with Article 9 (“Audit
and Financial Compliance”);

(d) Timeliness, completeness, and accuracy of
required reports; and

(e) Achievement of performance measures
developed by Contractor and HHSC and as modified
from time to time by written agreement during the
term of this Contract.

Article 7. Governing Law

Section 7.01 Governing law and venue.

This Contract is governed by the laws of the
State of Texas and interpreted in accordance with
Texas law. Provided Contractor first complies with
the procedures set forth in Section 12.13 (“Dispute
Resolution,”) proper venue for claims arising from this
Contract will be in the State District Court of Travis
County, Texas.

Section 7.02 Contractor responsibility for Section
compliance with laws. e
modified

(@) Contractor must comply, to the satisfaction by
of HHSC, with all provisions set forth in this Contract, Version
all applicable provisions of law that govern the 1.0.

performance of the Scope of Work including, but not
limited to:

(1) Titles XIX of the Social Security Act;

(2) Chapters 531 and 533, Texas Government
Code;

(3) 45 C.F.R. Parts 74 and 92;

(4) 48 C.F.R. Part 31, or OMB Circular A-122, as
applicable;

(5) 1 T.A.C. Part 15, Chapters 391 and 392;

(6) consent decree, Frew, et al. v. Hawkins, et
al., U.S. District Court, Eastern District of Texas, Paris
Division, Civil Action No. 3:93-CA-065WWJ;

(7) partial settlement agreements, Alberto N., et
al. v. Hawkins, et al., U.S. District Court, Eastern
District of Texas, Tyler Division, Case No.
6:99CV459;

(8) all State and Federal tax laws, State and
Federal employment laws, State and Federal
regulatory requirements, and licensing provision;

(9) all administrative rules governing the ICM
Program that are adopted by HHSC and/or DADS in
the Texas Administrative Code.

(b) The Parties acknowledge that the laws that
affect the performance of the Scope of Work may
change from time to time or be added, judicially
interpreted, or amended by competent authority.
Contractor acknowledges that the Contractor
Programs will be subject to continuous change during
the term of the Contract and, except as provided in
Section 8.02, Contractor has provided for or will
provide for adequate resources, at no additional
charge to HHSC, to reasonably accommodate such
changes. The Parties further acknowledge that
Contractor was selected, in part, because of its
expertise, experience, and knowledge concerning
applicable aws that affect the performance of the
Scope of Work. In keeping with HHSC's reliance on
this knowledge and expertise, Contractor is
responsible for identifying the impact of changes in
applicable laws that affect the performance of the
Scope of Work or the State’s use of the ICM Services
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and Deliverables. Contractor must timely notify HHSC
of such changes and must work with HHSC to identify
the impact of such changes on how the State uses
the ICM Services and Deliverables.

(c) HHSC will notify Contractor of any changes in
applicable law that HHSC becomes aware of in the
ordinary course of its business.

(d) Contractor is responsible for any fines,
penalties, or disallowances imposed on the State or
Contractor arising from any noncompliance with the
laws relating to the delivery of the ICM Services or
Deliverables by the Contractor, its Subcontractors or
agents.

(e) Contractor is responsible for ensuring each
of its employees, agents or Subcontractors who
provide ICM Services under the Contract are properly
licensed, certified, and/or have proper permits to
perform any activity related to the ICM Services
and/or Deliverables.

(f) Contractor warrants that the ICM Services
and Deliverables will comply with all applicable laws.
Contractor will indemnify HHSC from and against any
losses, liability, claims, damages, penalties, costs,
fees, or expenses arising from or in connection with
Contractor’s failure to comply with or violation of any
such law.

Section 7.03 TDI status.

Section
7.03
modified
by
Version
1.0.

Section
7.05
modified
by
Version
1.0.

Contractor, or a Material Subcontractor
performing Utilization Review functions on behalf of
the Contractor, must be licensed by TDIl as a
utilization review agent (URA) in compliance with
Chapter 4201 of the Texas Insurance Code.

Section 7.04 Immigration Reform and Control
Act of 1986.

Contractor shall comply with the requirements of
the Immigration Reform and Control Act of 1986 and
the Immigration Act of 1990 (8 U.S.C. §1101, et seq.)
regarding employment verification and retention of
verification forms for any individual(s) hired on or after
November 6, 1986, who will perform any labor or
services under this Contract.

Section 7.05 Compliance with state and
federal anti-discrimination laws.

(@) CONTRACTOR agrees to comply with state
and federal anti-discrimination laws, including without
limitation:

(1) Title VI of the Civil Rights Act of 1964 (42
U.S.C. §2000d et seq.);

(2) Section 504 of the Rehabilitation Act of
1973 (29 U.S.C. §794);

(3) Americans with Disabilities Act of 1990
(42 U.S.C. 812101 et seq.);

(4) Age Discrimination Act of 1975 (42
U.S.C. §86101-6107);

(5) Title IX of the Education Amendments of
1972 (20 U.S.C. §81681-1688);

(6) Food Stamp Act of 1977 (7 U.S.C. §200
et seq.); and

(7) HHSC's administrative rules, as set forth
in the Texas Administrative Code, to the extent
applicable to this Agreement.

CONTRACTOR agrees to comply with all
amendments to the above-referenced laws, and all
requirements imposed by the regulations issued
pursuant to these laws. These laws provide in part
that no persons in the United States may, on the
grounds of race, color, national origin, sex, age,
disability, political beliefs, or religion, be excluded
from participation in or denied any aid, care, service
or other benefits provided by Federal or State funding,
or otherwise be subjected to discrimination.

(b) CONTRACTOR agrees to comply with Title VI of
the Civil Rights Act of 1964, and its implementing
regulations at 45 C.F.R. Part 80 or 7 C.F.R. Part 15,
prohibiting a contractor from adopting and
implementing policies and procedures that exclude or
have the effect of excluding or limiting the
participation of clients in its programs, benefits, or
activities on the basis of national origin. Applicable
state and federal civil rights laws require contractors
to provide alternative methods for ensuring access to
services for applicants and recipients who cannot
express themselves fluently in English.
CONTRACTOR agrees to ensure that its policies do
not have the effect of excluding or limiting the
participation of persons in its programs, benefits, and
activities on the basis of national origin.
CONTRACTOR also agrees to take reasonable steps
to provide services and information, both orally and in
writing, in appropriate languages other than English,
in order to ensure that persons with limited English
proficiency are effectively informed and can have
meaningful access to programs, benefits, and
activities.

(c) CONTRACTOR agrees to comply with
Executive Order 13279, and its implementing
regulations at 45 C.F.R. Part 87 or 7 C.F.R. Part 16.
These provide in part that any organization that
participates in programs funded by direct financial
assistance from the United States Department of
Agriculture or the United States Department of Health
and Human Services shall not, in providing services,
discriminate against a program beneficiary or
prospective program beneficiary on the basis of
religion or religious belief.

(d) Upon request, CONTRACTOR will provide
HHSC with copies of all of the CONTRACTOR'’S civil
rights policies and procedures.
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(e) CONTRACTOR must notify HHSC's Civil
Rights Office of any civil rights complaints received
relating to its performance under this Agreement.
This notice must be delivered no more than ten (10)
calendar days after receipt of a complaint. Notice
provided pursuant to this section must be directed to:

HHSC Civil Rights Office

701 W. 51% Street, Mail Code W206
Austin, Texas 78751

Phone Toll Free: (888) 388-6332
Phone: (512) 438-4313

TTY Toll Free: (877) 432-7232
Fax: (512) 438-5885.

Section 7.06 Environmental protection laws.

Contractor shall comply with the applicable
provisions of federal environmental protection laws as
described in this Section:

(@) Pro-Children Act of 1994.

Contractor shall comply with the Pro-Children
Act of 1994 (20 U.S.C. 86081 et seq.), as applicable,
regarding the provision of a smoke-free workplace
and promoting the non-use of all tobacco products.

(b) National Environmental Policy Act of 1969.

Contractor shall comply with any applicable
provisions relating to the institution of environmental
quality control measures contained in the National
Environmental Policy Act of 1969 (42 U.S.C. §4321 et
seq.) and Executive Order 11514 (“Protection and
Enhancement of Environmental Quality”).

(c) Clean Air Act and Water Pollution Control
Act regulations.

Contractor shall comply with any applicable
provisions relating to required notification of facilities
violating the requirements of Executive Order 11738
(“Providing for Administration of the Clean Air Act and
the Federal Water Pollution Control Act with Respect
to Federal Contracts, Grants, or Loans”).

(d) State Clean Air Implementation Plan.

Contractor shall comply with any applicable
provisions requiring conformity of federal actions to
State (Clean Air) Implementation Plans under §176(c)
of the Clean Air Act of 1955, as amended (42 U.S.C.
8740 et seq.).

(e) Safe Drinking Water Act of 1974.

Contractor shall comply with applicable
provisions relating to the protection of underground
sources of drinking water under the Safe Drinking
Water Act of 1974, as amended (21 U.S.C. § 349; 42
U.S.C. §§ 300f to 300j-9).

Section 7.07 HIPAA.

Contractor shall comply with applicable
provisions of HIPAA. This includes, but is not limited
to, the requirement that the Contractor’'s MIS system

comply with applicable certificate of coverage and
data specification and reporting requirements
promulgated pursuant to HIPAA. Contractor must
comply with HIPAA EDI requirements.

Article 8. Amendments & Modifications

Section 8.01 Mutual agreement.

This Contract may be amended at any time by
mutual agreement of the Parties. The amendment
must be in writing and signed by individuals with
authority to bind the Parties.

Section 8.02 Changes in law or contract.

If laws are adopted, promulgated, judicially
interpreted or changed, or if contracts are entered or
changed, the effect of which is to alter the ability of
either Party to fulfill its obligations under this Contract,
the Parties will promptly negotiate in good faith
appropriate modifications or alterations to the
Contract and any schedule(s) or attachment(s) made
a part of this Contract. Such modifications or
alterations must be in writing and signed by
individuals with authority to bind the parties, equitably
adjust the terms and conditions of this Contract, and
must be limited to those provisions of this Contract
affected by the change.

Section 8.03 Modifications as a remedy.

This Contract may be modified under the terms
of Article 12 (“Remedies and Disputes”).

Section 8.04 Modifications upon renewal or
extension of Contract.

(a) If HHSC seeks modifications to the Contract
as a condition of any Contract extension, HHSC'’s
notice to Contractor will specify those modifications to
the Scope of Work, the Contract pricing terms, or
other Contract terms and conditions.

(b) Contractor must respond to HHSC'’s
proposed modification within the timeframe specified
by HHSC, generally within thirty (30) days of receipt.
Upon receipt of Contractor’s response to the
proposed modifications, HHSC may enter into
negotiations with Contractor to arrive at mutually
agreeable Contract amendments. In the event that
HHSC determines that the Parties will be unable to
reach agreement on mutually satisfactory contract
modifications, then HHSC will provide written notice to
Contractor of its intent not to extend the Contract
beyond the Contract Term then in effect.

Section 8.05 Modification of Uniform Managed
Care Manual.

(a) HHSC will provide Contractor with at least
thirty (30) days advance written notice before
implementing a substantive and material change in
the Uniform Managed Care Manual (a change that
materially and substantively alters the Contractor’s
ability to fulfill its obligations under the Contract). The
Uniform Managed Care Manual, and all modifications

Page 21 of 38



Contractual Document (CD)
Responsible Office: HHSC Office of General Counsel (OGC)

Subject: Attachment A General Terms & Conditions Version 1.3

thereto made during the Contract Term, are
incorporated by reference into this Contract. HHSC
will provide Contractor with a reasonable amount of
time to comment on such changes, generally at least
ten (10) Business Days. HHSC is not required to
provide advance written notice of changes that are
not material and substantive in nature, such as
corrections of clerical errors or policy clarifications.

(b) The Parties agree to work in good faith to
resolve disagreements concerning material and
substantive changes to the Uniform Managed Care
Manual. If the Parties are unable to resolve issues
relating to material and substantive changes, then
either Party may terminate the agreement in
accordance with Article 12 (“Remedies and
Disputes”).

(c) Changes will be effective on the date
specified in HHSC'’s written notice, which will not be
earlier than the Contractor’s response deadline, and
such changes will be incorporated into the Uniform
Managed Care Manual. If the Contractor has raised
an objection to a material and substantive change to
the Uniform Managed Care Manual and submitted a
notice of termination in accordance with Section
12.04(d), HHSC will not enforce the policy change
during the period of time between the receipt of the
notice and the date of Contract termination.

Section 8.06 CMS approval of Contracts.

The implementation of amendments,
modifications, and changes to the Contract is subject
to the approval of the Centers for Medicare and
Medicaid Services (“CMS.")

Section 8.07 Required compliance with
amendment and modification procedures.

No different or additional services, work, or
products will be authorized or performed except as
authorized by this Article. No waiver of any term,
covenant, or condition of this Contract will be valid
unless executed in compliance with this Article.
Contractor will not be entitled to payment for any
services, work or products that are not authorized by
a properly executed Contract amendment or
modification.

Article 9. Audit & Financial Compliance

Section 9.01 Financial record retention and
audit.

Contractor agrees to maintain, and require its
Subcontractors to maintain, supporting financial
information and documents that are adequate to
ensure that payment is made, and financial incentives
and disincentives are calculated, in accordance with
the terms of the Contract. Such information and
documents will be maintained and retained by
Contractor or its Subcontractors for a period of five (5)
years after the Contract Expiration Date or until the
resolution of all litigation, claim, financial management

review or audit pertaining to this Contract, whichever
is longer.

Section 9.02 Access to records, books, and
documents.

(a) Upon reasonable notice, Contractor must
provide, and cause its Subcontractors to provide, the
officials and entities identified in this Section with
prompt, reasonable, and adequate access to any
records, books, documents, and papers that are
related to the performance of the Scope of Work.

(b) Contractor and its Subcontractors must
provide the access described in this Section upon
HHSC'’s request. This request may be for, but is not
limited to, the following purposes:

(1) Examination;

(2) Audit;

(3) Investigation;

(4) Contract administration; or

(5) The making of copies, excerpts, or
transcripts.

(c) The access required must be provided to the
following officials and/or entities:

(1) The United States Department of Health
and Human Services or its designee;

(2) The Comptroller General of the United
States or its designee;

(3) HHSC, DADS or their designees;
(4) The Office of Inspector General;

(5) Any independent verification and
validation contractor or quality assurance
contractor acting on behalf of HHSC;

(6) The Office of the State Auditor of Texas
or its designee;

(7) A State or Federal law enforcement
agency;

(8) A special or general investigating
committee of the Texas Legislature or its
designee; and

(9) Any other state or federal entity identified
by HHSC, or any other entity engaged by HHSC.

(d) Contractor agrees to provide the access
described wherever Contractor maintains such books,
records, and supporting documentation. Contractor
further agrees to provide such access in reasonable
comfort and to provide any furnishings, equipment,
and other conveniences deemed reasonably
necessary to fulfill the purposes described in this
Section. Contractor will require its Subcontractors to
provide comparable access and accommodations.

Section 9.03 General Access to Accounting
Records

(a) The Contractor must provide authorized
representatives of the Texas and federal government
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full access to all financial and accounting records
related to performance of the Contract.

(b)The Contractor must:

(1) Cooperate with the state and federal
governments in their evaluation, inspection, audit
and/or review of accounting records and any
necessary supporting information.

(2) Permit authorized representatives of the
state and federal governments’ full access, during
normal business hours, to the accounting records that
the state and federal government determine are
relevant to the Contract. Such access is guaranteed
at all times during the performance and retention
period of the Contract, and will include both
announced and unannounced inspections, on-site
audits, and the review, analysis, and reproduction of
reports produced by the Contractor.

(3) Make copies of any accounting records or
supporting documentation relevant to the Contractor
available to HHSC or its agents within ten (10)
Business Days of receiving a written request from
HHSC for specified records or information. If such
documentation is not made available as requested,
the Contractor agrees to reimburse HHSC for all
costs, including, but not limited to transportation,
lodging, and subsistence for all state and federal
representatives, or their agents, to carry out their
inspection, audit, review, analysis, and reproduction
functions a the locations(s) of such accounting
records.

(4) Pay any and all additional costs incurred by
the state and federal government that are the result of
the Contractor’s failure to provide the requested
accounting records or financial information within ten
(10) Business Days of receiving a written request
from the state or federal government.

Section 9.04 Audits of ICM Services,
Deliverables and inspections.

(@) Upon reasonable notice from HHSC,
Contractor will provide, and will cause its
Subcontractors to provide, such auditors and
inspectors as HHSC may from time to time designate,
with access to:

(1) Contractor service locations, facilities, or
installations; and

(2) Contractor Software and equipment.

(b) The access described in this Section will be
for the purpose of examining, auditing, or
investigating:

(1) Contractor’s capacity to bear the risk of
potential financial losses;

(2) the ICM Services and Deliverables
provided,;

(3) a determination of the amounts payable
under this Contract;

(4) detection of fraud, waste and/or abuse;
or

(5) other purposes HHSC deems necessary
to perform its regulatory function and/or enforce
the provisions of this Contract.

(c) Contractor must provide, as part of the Scope
of Work, any assistance that such auditors and
inspectors reasonably may require to complete such
audits or inspections.

(d) If, as a result of an audit or review of
payments made to the Contractor, HHSC discovers a
payment error or overcharge, HHSC will notify the
Contractor of such error or overcharge. HHSC will be
entitled to recover such funds as an offset to future
payments to the Contractor, or to collect such funds
directly from the Contractor. Contractor must return
funds owed to HHSC within thirty (30) days after
receiving notice of the error or overcharge, or interest
will accrue on the amount due. HHSC will calculate
interest at the Department of Treasury’s Median Rate
(resulting from the Treasury’s auction of 13-week
bills) for the week in which liability is assessed. In the
event that an audit reveals that errors in reporting by
the Contractor have resulted in errors in payments to
the Contractor or errors in the calculation of financial
incentives or disincentives, the Contractor will
indemnify HHSC for any losses resulting from such
errors, including the cost of audit.

Section 9.05 SAO Audit

The Contractor understands that acceptance of funds
under this Contract acts as acceptance of the
authority of the State Auditor’s Office (“SAQ”), or any
successor agency, to conduct an investigation in
connection with those funds. The Contractor further
agrees to cooperate fully with the SAO or its
successor in the conduct of the audit or investigation,
including providing all records requested. The
Contractor will ensure that this clause concerning the
authority to audit funds received indirectly by
Subcontractors through Contractor and the
requirement to cooperate is included in any
Subcontract it awards, and in any third party
agreements described in Section 4.10 (a-b).

Section 9.06 Response/compliance with audit
or inspection findings.

(a) Contractor must take action to ensure its or a
Subcontractor’s compliance with or correction of any
finding of noncompliance with any law, audit
requirement, or generally accepted accounting
principle relating to the ICM Services and
Deliverables or any other deficiency contained in any
audit, review, or inspection conducted under this
Article. This action will include Contractor’s delivery
to HHSC, for HHSC’S approval, a Corrective Action
Plan that addresses deficiencies identified in any
audit(s), review(s), or inspection(s) within thirty (30)
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calendar days of the close of the audit(s), review(s),
or inspection(s).

(b) Contractor must bear the expense of
compliance with any finding of noncompliance under
this Section that is:

(1) Required by law, or other audit
requirement relating to Contractor's business;

(2) Performed by Contractor as part of the
ICM Services or Deliverables; or

(3) Necessary due to Contractor's
noncompliance with any law or audit requirement
imposed on Contractor.

(c) As part of the Scope of Work, Contractor
must provide to HHSC upon request a copy of those
portions of Contractor's and its Subcontractors'
internal audit reports relating to the ICM Services and
Deliverables provided to HHSC under the Contract.

Section 9.07 Notification of Legal and Other
Proceedings, and Related Events.

The ICM Contractor must notify HHSC of all
proceedings, actions, and events as specified in the
Uniform Managed Care Manual, Chapter 5.8, “Report
of Legal and Other Proceedings, and Related
Events.”

Article 10. Terms & Conditions of Payment

Section 10.01 Calculation of monthly
Payment.

(a) HHSC wiill calculate the fixed monthly
Payments by multiplying the number of Members
enrolled on the first day of the month by the Rate. In
consideration of the monthly Payment(s), the
Contractor agrees to provide ICM Services and
Deliverables described in this Contract.

(b) Contractor will be required to provide timely
finanancial and statistical information necessary: (1)
in the Rate development process; and (2) for the
assessment of performance incentives or
disincentives. Information provided by Contractor
must conform to all HHSC requirements. Non
compliant information will not be considered during
the development of Rates or the assessment of
performance incentives.

(c) Financial and statiscal information must be
provided to HHSC: (1) within thirty (30) days of receipt
of the letter from HHSC requesting the information or
data; and (2) not later than March 31* of each year.

(d) Contractor understands and expressly
assumes the risks associated with the performance of
the duties and responsibilities under this Contract,
including the failure, termination or suspension of
funding to HHSC, delays or denials of required
approvals, and cost overruns not reasonably
attributable to HHSC.

Section 10.02 Time and Manner of Payment.

(a) During the Contract Term and beginning after
the Operational Start Date, HHSC will pay the
monthly Payments by the 10th Business Day of each
month.

(b) The Contractor must accept Payments by
direct deposit into the Contractor’s account.

(c) HHSC may adjust the monthly Payment to
the Contractor: in the case of an overpayment to the
Contractor; for any amounts due and unpaid; or
money damages are assessed in accordance with
Article 12 (“Remedies and Disputes”).

(d) HHSC's payment of monthly Payments is
subject to availability of federal and state
appropriations. If appropriations are not available to
pay the full monthly Capitation Payment, HHSC may:

(1) equitably adjust Payments and reduce
scope of service requirements as appropriate in
accordance with Article 8 (“Amendments &
Modifications™), or

(2) terminate the Contract in accordance with
Article 12 (“Remedies & Disputes”).

Section 10.03 Modification of Rates.

The Parties expressly understand and agree that
the agreed Rates are subject to modification in
accordance with Article 8 (“Amendments and
Modifications,”) if changes in law or policy affect the
rates. HHSC will provide the Contractor notice of a
modification to the Capitation Rates 60 days prior to
the effective date of the change, unless HHSC
determines that circumstances warrant a shorter
notice period. If the Contractor does not accept the
rate change, either Party may terminate the Contract
in accordance with Article 12 (“Remedies and
Disputes”).

Section 10.04 Negotiation of Rates.

No later than April 1* each year following the
Operational Start Date, the parties will begin
negotiating the Rate for the next Contract Year. Such
negotiations must conclude no later than July 1%. The
negotiations will include a review of the Contractor
FSR; historical enrollment and claims experience
information; any changes to ICM Services and
covered populations; and any other relevant
information.

Section 10.05 Adjustments to Payments.
(@) Recoupment.

HHSC may recoup a payment made to the
Contractor for a Member if:

(1) the Member is enrolled into the Contractor in
error, and the Contractor coordinated no Contractor
Managed Services for the Member during the month
for which the payment was made;

(2) the Member moves outside the United
States, and the Contractor has not coordinated
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Contractor Managed Services for the Member during
the month for which the payment was made;

(3) the Member dies before the first day of the
month for which the payment was made; or

(4) a Member’s eligibility status or program type
is changed, corrected as a result of error, or is
retroactively adjusted.

(b) Appeal of recoupment.

The Contractor may appeal the recoupment or
adjustment of payments in the above circumstances
using the HHSC dispute resolution process set forth
in Section 12.12, (“Dispute Resolution”).

Section 10.06 Restriction on assignment of
fees.

During the term of the Contract, Contractor may
not, directly or indirectly, assign to any third party any
beneficial or legal interest of the Contractor in or to
any payments to be made by HHSC pursuant to this
Contract. This restriction does not apply to fees paid
to Subcontractors.

Section 10.07 Liability for taxes.

HHSC is not responsible in any way for the
payment of any Federal, state or local taxes related to
or incurred in connection with the Contractor’s
performance of this Contract. Contractor must pay
and discharge any and all such taxes, including any
penalties and interest. In addition, HHSC is exempt
from Federal excise taxes, and will not pay any
personal property taxes or income taxes levied on
Contractor or any taxes levied on employee wages.

Section 10.08 Liability for employment-
related charges and benefits.

Contractor will perform work under this Contract
as an independent contractor and not as agent or
representative of HHSC. Contractor is solely and
exclusively liable for payment of all employment-
related charges incurred in connection with the
performance of this Contract, including but not limited
to salaries, benefits, employment taxes, workers
compensation benefits, unemployment insurance and
benefits, and other insurance or fringe benefits for
Staff.

Section 10.09 No additional consideration.

(a) Contractor will not be entitled to nor receive
from HHSC any additional consideration,
compensation, salary, wages, charges, fees, costs, or
any other type of remuneration for ICM Services and
Deliverables provided under the Contract, except by
properly authorized and executed Contract
amendments.

(b) No other charges for tasks, functions, or
activities that are incidental or ancillary to the delivery
of the ICM Services and Deliverables will be sought
from HHSC or any other state agency, nor will the
failure of HHSC or any other party to pay for such

incidental or ancillary services entitle the Contractor to
withhold ICM Services and Deliverables due under
the Agreement.

(c) Contractor will not be entitled by virtue of the
Contract to consideration in the form of overtime,
health insurance benefits, retirement benefits,
disability retirement benefits, sick leave, vacation
time, paid holidays, or other paid leaves of absence of
any type or kind whatsoever.

Section 10.10 Federal Disallowance

If the federal government recoups money from
the state for expenses and/or costs that are deemed
unallowable by the federal government, the state has
the right to, in turn, recoup payments made to the
Contractor for these same expenses and/or costs,
even if they had not been previously disallowed by the
state and were incurred by the Contractor, and any
such expenses and/or costs would then be deemed
unallowable by the state. If the state retroactively
recoups money from the Contractor due to a federal
disallowance, the state will recoup the entire amount
paid to the Contractor for the federally disallowed
expenses and/or costs, not just the federal portion.

Article 11. Disclosure & Confidentiality
of Information

Section 11.01 Confidentiality.

(a) Contractor and all Subcontractors,
consultants, or agents under the Contract must treat
all information that is obtained through performance of
the ICM Services under the Contract, including, but
not limited to, information relating to applicants or
recipients of ICM Program as Confidential Information
to the extent that confidential treatment is provided
under law.

(b) Contractor is responsible for understanding
the degree to which information obtained through
performance of this Contract is confidential under law.

(c) Contractor and all Subcontractors,
consultants, or agents under the Contract may not
use any information obtained through performance of
this Contract in any manner except as is necessary
for the proper discharge of obligations and securing of
rights under the Contract.

(d) Contractor must have a system in effect to
protect all records and all other documents deemed
confidential under this Contract maintained in
connection with the activities funded under the
Contract. Any disclosure or transfer of Confidential
Information by Contractor, including information
required by HHSC, will be in accordance with
applicable law. If the Contractor receives a request
for information deemed confidential under this
Contract, the Contractor will immediately notify HHSC
of such request, and will make reasonable efforts to
protect the information from public disclosure.
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(e) In addition to the requirements expressly
stated in this Section, Contractor must comply with
any policy, rule, or reasonable requirement of HHSC
that relates to the safeguarding or disclosure of
information relating to Members, Contractor’s
operations, or Contractor’s performance of the
Contract.

(f) In the event of the expiration of the Contract
or termination of the Contract for any reason, all
Confidential Information disclosed to and all copies
thereof made by the Contractor shall be returned to
HHSC or, at HHSC's option, erased or destroyed.
Contractor shall provide HHSC certificates evidencing
such destruction.

(g) The obligations in this Section shall not
restrict any disclosure by the Contractor pursuant to
any applicable law, or by order of any court or
government agency, provided that the Contractor
shall give prompt notice to HHSC of such order.

(h) With the exception of confidential Member
information, Confidential Information shall not be
afforded the protection of the Contract if such data
was:

(1) Already known to the receiving Party
without restrictions at the time of its disclosure by
the furnishing Party;

(2) Independently developed by the receiving
Party without reference to the furnishing Party’s
Confidential Information;

(3) Rightfully obtained by the other Party
without restriction from a third party after its
disclosure by the furnishing Party;

(4) Publicly available other than through the
fault or negligence of the other Party; or

(5) Lawfully released without restriction to
anyone.

Section 11.02 Disclosure of HHSC's
Confidential Information.

(@) Contractor will immediately report to HHSC
any and all unauthorized disclosures or uses of
HHSC'’s Confidential Information of which it or its
Subcontractor(s), consultant(s), or agent(s) is aware
or has knowledge. Contractor acknowledges that
any publication or disclosure of HHSC'’s Confidential
Information to others may cause immediate and
irreparable harm to HHSC and may constitute a
violation of law. If Contractor, its Subcontractor(s),
consultant(s), or agent(s) should publish or disclose
such Confidential Information to others without
authorization, HHSC will immediately be entitled to
injunctive relief or any other remedies to which it is
entitled under law or equity. HHSC will have the right
to recover from Contractor all damages and liabilities
caused by or arising from Contractor’s, its
Subcontractors’, consultants’, or agents’ failure to
protect HHSC's Confidential Information. Contractor

will defend with counsel approved by HHSC,
indemnify and hold harmless HHSC from all
damages, costs, liabilities, and expenses (including
without limitation reasonable attorneys’ fees and
costs) caused by or arising from Contractor’s or its
Subcontractors’, consultants’ or agents’ failure to
protect HHSC's Confidential Information. HHSC will
not unreasonably withhold approval of counsel
selected by the Contractor.

(b) Contractor will require its Subcontractor(s),
consultant(s), and agent(s) to comply with the terms
of this provision.

Section 11.03 Member Records

(a) Contractor must comply with the
requirements of law, including the HIPAA
requirements set forth in Section 7.07 (“HIPAA”),
regarding the transfer of Member Records.

(b) If at any time during the Contract Term this
Contract is terminated, HHSC may require the
transfer of Member Records, upon written notice to
Contractor, to another entity, as consistent with laws
and applicable releases.

(c) The term “Member Record” for this Section
means the administrative, enrollment, case
management and other such records maintained by
Contractor.

Section 11.04 Requests for public
information.

(@) HHSC agrees that it will promptly notify
Contractor of a request for disclosure of information
filed in accordance with the Texas Public Information
Act, Chapter 552 of the Texas Government Code that
consists of the Contractor’s confidential information,
including without limitation, information or data to
which Contractor has a proprietary or commercial
interest. HHSC will deliver a copy of the request for
public information to Contractor.

(b) With respect to any information that is the
subject of a request for disclosure, Contractor is
required to demonstrate to the Texas Office of
Attorney General the specific reasons why the
requested information is confidential or otherwise
excepted from required public disclosure under law.
Contractor will provide HHSC with copies of all such
communications.

(c) To the extent authorized under the Texas
Public Information Act, HHSC agrees to safeguard
from disclosure information received from Contractor
that the Contractor believes to be confidential
information. Contractor must clearly mark such
information as confidential information or provide
written notice to HHSC that it considers the
information confidential.

Section 11.05 Privileged Work Product.

(a) Contractor acknowledges that HHSC asserts
that privileged work product may be prepared in
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anticipation of litigation and that Contractor is
performing the ICM Services with respect to privileged
work product as an agent of HHSC, and that all
matters related thereto are protected from disclosure
by the Texas Rules of Civil Procedure, Texas Rules of
Evidence, Federal Rules of Civil Procedure, or
Federal Rules of Evidence.

(b) HHSC will notify Contractor of any privileged
work product to which Contractor has or may have
access. After the Contractor is notified or otherwise
becomes aware that such documents, data,
database, or communications are privileged work
product, only Contractor personnel, for whom such
access is necessary for the purposes of providing the
ICM Services, may have access to privileged work
product.

(c) If Contractor receives notice of any judicial or
other proceeding seeking to obtain access to HHSC's
privileged work product, Contractor will:

(1) Immediately notify HHSC; and

(2) Use all reasonable efforts to resist
providing such access.

(d) If Contractor resists disclosure of HHSC's
privileged work product in accordance with this
Section, HHSC will, to the extent authorized under
Civil Practices and Remedies Code or other
applicable law, have the right and duty to:

(1) represent Contractor in such resistance;

(2) to retain counsel to represent Contractor;
or

(3) to reimburse Contractor for reasonable
attorneys' fees and expenses incurred in resisting
such access.

(e) If a court of competent jurisdiction orders
Contractor to produce documents, disclose data, or
otherwise breach the confidentiality obligations
imposed in the Contract, or otherwise with respect to
maintaining the confidentiality, proprietary nature, and
secrecy of privileged work product, Contractor will not
be liable for breach of such obligation.

Section 11.06 Unauthorized acts.
Each Party agrees to:

(1) Notify the other Party promptly of any
unauthorized possession, use, or knowledge, or
attempt thereof, by any person or entity that may
become known to it, of any HHSC Confidential
Information or any information identified by the
Contractor as confidential or proprietary;

(2) Promptly furnish to the other Party full details
of the unauthorized possession, use, or knowledge, or
attempt thereof, and use reasonable efforts to assist
the other Party in investigating or preventing the
reoccurrence of any unauthorized possession, use, or
knowledge, or attempt thereof, of Confidential
Information;

(3) Cooperate with the other Party in any
litigation and investigation against third parties
deemed necessary by such Party to protect its
proprietary rights; and

(4) Promptly prevent a reoccurrence of any such
unauthorized possession, use, or knowledge such
information.

Section 11.07 Legal action.

Neither Party may commence any legal action or
proceeding in respect to any unauthorized
possession, use, or knowledge, or attempt thereof by
any person or entity of HHSC'’s Confidential
Information or information identified by the Contractor
as confidential or proprietary, which action or
proceeding identifies the other Party information
without such Party’s consent.

Article 12. Remedies & Disputes

Section 12.01 Understanding and
expectations.

The remedies described in this Section are
directed to Contractor’s timely and responsive
performance of the ICM Services and production of
Deliverables, and the creation of a flexible and
responsive relationship between the Parties. The
Contractor is expected to meet or exceed all HHSC
objectives and standards, as set forth in the Contract.
All areas of responsibility and all Contract
requirements will be subject to performance
evaluation by HHSC. Performance reviews may be
conducted at the discretion of HHSC at any time and
may relate to any responsibility and/or requirement.
Any and all responsibilities and/or requirements not
fulfilled may be subject to remedies set forth in the
Contract.

Section 12.02 Tailored remedies.
(@) Understanding of the Parties.

Contractor agrees and understands that HHSC
may pursue tailored contractual remedies for
noncompliance with the Contract. At any time and at
its discretion, HHSC may impose or pursue one or
more remedies for each item of noncompliance and
will determine remedies on a case-by-case basis.
HHSC's pursuit or non-pursuit of a tailored remedy
does not constitute a waiver of any other remedy that
HHSC may have at law or equity.

(b) Notice and opportunity to cure for non-
material breach.

(1) HHSC will notify Contractor in writing of
specific areas of Contractor performance that fail to
meet performance expectations, standards, or
schedules set forth in the Contract, but that, in the
determination of HHSC, do not result in a material
deficiency or delay in the implementation or operation
of the ICM Services.
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(2) Contractor will, within five (5) Business Days
(or another date approved by HHSC) of receipt of
written notice of a hon-material deficiency, provide the
HHSC Project Manager a written response that:

(A) Explains the reasons for the deficiency,
Contractor’s plan to address or cure the
deficiency, and the date and time by which the
deficiency will be cured; or

(B) If Contractor disagrees with HHSC'’s
findings, its reasons for disagreeing with HHSC'’s
findings.

(3) Contractor's proposed cure of a non-material
deficiency is subject to the approval of HHSC.
Contractor’s repeated commission of non-material
deficiencies or repeated failure to resolve any such
deficiencies may be regarded by HHSC as a material
deficiency and entitle HHSC to pursue any other
remedy provided in the Contract or any other
appropriate remedy HHSC may have at law or equity.

(c) Corrective Action Plan.

(1) Atits option, HHSC may require Contractor
to submit to HHSC a written plan (the “Corrective
Action Plan”) to correct or resolve a material breach of
this Contract, as determined by HHSC.

(2) The Corrective Action Plan must provide:

(A) A detailed explanation of the
reasons for the cited deficiency;

(B) Contractor’'s assessment or
diagnosis of the cause; and

(C) A specific proposal to cure or
resolve the deficiency.

(3) The Corrective Action Plan must be submitted
by the deadline set forth in HHSC's request for a
Corrective Action Plan. The Corrective Action Plan is
subject to approval by HHSC, which will not
unreasonably be withheld.

(4) HHSC will notify Contractor in writing of
HHSC's final disposition of HHSC's concerns. If
HHSC accepts Contractor’s proposed Corrective
Action Plan, HHSC may:

(A) Condition such approval on
completion of tasks in the order or priority
that HHSC may reasonably prescribe;

(B) Disapprove portions of Contractor’s
proposed Corrective Action Plan; or

(C) Require additional or different
corrective action(s).

Notwithstanding the submission and
acceptance of a Corrective Action Plan,
Contractor remains responsible for achieving all
written performance criteria.

(5) HHSC's acceptance of a Corrective Action
Plan under this Section will not:

(A) Excuse Contractor’s prior
substandard performance;

(B) Relieve Contractor of its duty to
comply with performance standards; or

(C) Prohibit HHSC from assessing
additional tailored remedies or pursuing
other appropriate remedies for continued
substandard performance.

(d) Administrative remedies.

(1) Atits discretion, HHSC may impose one or
more of the following remedies for each item of
material noncompliance and will determine the scope
and severity of the remedy on a case-by-case basis:

(A) Assess liguidated damages in
accordance with Attachment B-4,
“Deliverables/Liquidated Damages
Matrix”;

(B) Conduct accelerated monitoring of
the Contractor. Accelerated monitoring
includes more frequent or more extensive
monitoring by HHSC or its agent;

(C) Require additional, more detailed,
financial and/or programmatic reports to be
submitted by Contractor;

(D) Decline to renew or extend the
Contract;

(E) Appoint temporary management;

(F) Initiate disenrollment of a Member or
Members;

(G) Suspend enrollment of Members;

(H) Withhold or recoup payment to
Contractor;

() Require forfeiture of all or part of the
Contractor’s bond; or

(J) Terminate the Contract in
accordance with Section 12.03,
(“Termination by HHSC").

(2) For purposes of the Contract, an item of
material noncompliance means a specific action of
Contractor that:

(A) Violates a material provision of the
Contract;

(B) Fails to meet an agreed measure of
performance; or

(C) Represents a failure of Contractor to
be reasonably responsive to a reasonable
request of HHSC relating to the ICM
Services or Deliverables for information,
assistance, or support within the timeframe
specified by HHSC.

(3) HHSC will provide notice to Contractor of the
imposition of an administrative remedy in accordance
with this Section, with the exception of accelerated
monitoring, which may be unannounced. HHSC may

Page 28 of 38



Contractual Document (CD)
Responsible Office: HHSC Office of General Counsel (OGC)

Subject: Attachment A General Terms & Conditions Version 1.3

require Contractor to file a written response in
accordance with this Section.

(4) The Parties agree that a State or Federal
statute, rule, regulation, or Federal guideline will
prevail over the provisions of this Section unless the
statute, rule, regulation, or guidelines can be read
together with this Section to give effect to both.

(e) Damages.

(1) HHSC will be entitled to actual and
consequential damages resulting from the
Contractor’s failure to comply with any of the terms of
the Contract. In some cases, the actual damage to
HHSC or State of Texas as a result of Contractor’s
failure to meet any aspect of the responsibilities of the
Contract and/or to meet specific performance
standards set forth in the Contract are difficult or
impossible to determine with precise accuracy.
Therefore, liqguidated damages will be assessed in
writing against and paid by the Contractor in
accordance with and for failure to meet any aspect of
the responsibilities of the Contract and/or to meet the
specific performance standards identified by the
HHSC in Attachment B-4, “Deliverables/Liquidated
Damages Matrix Liquidated damages will be
assessed if HHSC determines such failure is the fault
of the Contractor (including the Contractor’s
Subcontractors and/or consultants) and is not
materially caused or contributed to by HHSC or its
agents. If at any time, HHSC determines the
Contractor has not met any aspect of the
responsibilities of the Contract and/or the specific
performance standards due to mitigating
circumstances, HHSC reserves the right to waive all
or part of the liquidated damages. All such waivers
must be in writing, contain the reasons for the waiver,
and be signed by the appropriate executive of HHSC.

(2) The liquidated damages prescribed in this
Section are not intended to be in the nature of a
penalty, but are intended to be reasonable estimates
of HHSC's projected financial loss and damage
resulting from the Contractor’s nonperformance,
including financial loss as a result of project delays.
Accordingly, in the event Contractor fails to perform in
accordance with the Contract, HHSC may assess
liqguidated damages as provided in this Section.

(3) If Contractor fails to perform any of the ICM
Services described in the Contract, HHSC may
assess liquidated damages for each occurrence of a
liguidated damages event, to the extent consistent
with HHSC's tailored approach to remedies and
Texas law.

(4) HHSC may elect to collect liquidated
damages:

(A) Through direct assessment and
demand for payment delivered to Contractor;
or

(B) By deduction of amounts assessed
as liquidated damages as set-off against
payments then due to Contractor or that
become due at any time after assessment of
the liquidated damages. HHSC will make
deductions until the full amount payable by
the Contractor is received by HHSC.

(f) Equitable Remedies

(1) Contractor acknowledges that, if Contractor
breaches (or attempts or threatens to breach) its
material obligation under this Contract, HHSC may be
irreparably harmed. In such a circumstance, HHSC
may proceed directly to court to pursue equitable
remedies.

(2) If a court of competent jurisdiction finds that
Contractor breached (or attempted or threatened to
breach) any such obligations, Contractor agrees that
without any additional findings of irreparable injury or
other conditions to injunctive relief, it will not oppose
the entry of an appropriate order compelling
performance by Contractor and restraining it from any
further breaches (or attempted or threatened
breaches).

(g) Suspension of Contract

(1) HHSC may suspend performance of all or any
part of the Contract if:

(A) HHSC determines that Contractor
has committed a material breach of the
Contract;

(B) HHSC has reason to believe that
Contractor has committed, assisted in the
commission of Fraud, Abuse, Waste,
malfeasance, misfeasance, or nonfeasance
by any party concerning the Contract;

(C) HHSC determines that the
Contractor knew, or should have known of,
Fraud, Abuse, Waste, malfeasance, or
nonfeasance by any party concerning the
Contract, and the Contractor failed to take
appropriate action; or

(D) HHSC determines that suspension
of the Contract in whole or in part is in the
best interests of the State of Texas or the
ICM Program.

(2) HHSC will notify Contractor in writing of its
intention to suspend the Contract in whole or in part.
Such notice will:

(A) Be delivered in writing to Contractor;

(B) Include a concise description of the
facts or matter leading to HHSC's decision;
and

(C) Unless HHSC is suspending the
contract for convenience, request a
Corrective Action Plan from Contractor or
describe actions that Contractor may take to
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avoid the contemplated suspension of the
Contract.

Section 12.03 Termination by HHSC.

This Contract will terminate upon the Expiration
Date. In addition, prior to completion of the Contract
Term, all or a part of this Contract may be terminated
for any of the following reasons:

(@) Termination in the best interest of HHSC.

HHSC may terminate the Contract without cause
at any time when, in its sole discretion, HHSC
determines that termination is in the best interests of
the State of Texas. HHSC will provide reasonable
advance written notice of the termination, as it deems
appropriate under the circumstances. The
termination will be effective on the date specified in
HHSC'’s notice of termination.

(b) Termination for cause.

HHSC reserves the right to terminate this
Contract, in whole or in part, upon the following
conditions:

(1) Assignment for the benefit of creditors,
appointment of receiver, or inability to pay debts.

HHSC may terminate this Contract at any time if
Contractor:

(A) Makes an assignment for the benefit
of its creditors;

(B) Admits in writing its inability to pay
its debts generally as they become due; or

(C) Consents to the appointment of a
receiver, trustee, or liquidator of Contractor
or of all or any part of its property.

(2) Failure to adhere to laws.

HHSC may terminate this Contract if a court
of competent jurisdiction finds Contractor failed to
adhere to any laws or orders of any public
authority having jurisdiction and such violation
prevents or substantially impairs performance of
Contractor’s duties under this Contract. HHSC
will provide at least thirty (30) days advance
written notice of such termination.

(3) Breach of confidentiality.

HHSC may terminate this Contract at any
time if Contractor breaches confidentiality laws
with respect to the ICM Services and
Deliverables provided under this Contract.

(4) Failure to maintain adequate personnel
Or resources.

HHSC may terminate this Contract if, after
providing notice and an opportunity to correct,
HHSC determines that Contractor has failed to
supply personnel or resources and such failure
results in Contractor’s inability to fulfill its duties
under this Contract. HHSC will provide at least
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thirty (30) days advance written notice of such
termination.

(5) Termination for gifts and gratuities.

(A) HHSC may terminate this Contract
at any time following the determination by a
competent judicial or quasi-judicial authority
and Contractor’s exhaustion of all legal
remedies that Contractor, its employees,
agents or representatives have either offered
or given any thing of value to an officer or
employee of HHSC or the State of Texas in
violation of state law.

(B) Contractor must include a similar
provision in each of its Subcontracts and
shall enforce this provision against a
Subcontractor who has offered or given any
thing of value to any of the persons or
entities described in this Section, whether or
not the offer or gift was in Contractor’s
behalf.

(C) Termination of a Subcontract by
Contractor pursuant to this provision will not
be a cause for termination of the Contract
unless:

(1) Contractor fails to replace such
terminated Subcontractor within a
reasonable time; and

(2) Such failure constitutes cause,
as described in this Subsection
12.03(b).

(D) For purposes of this Section, a
“thing of value” means any item of tangible
or intangible property that has a monetary
value of more than $50.00 and includes, but
is not limited to, cash, food, lodging,
entertainment, and charitable contributions.
The term does not include contributions to
holders of public office or candidates for
public office that are paid and reported in
accordance with applicable laws.

(6) Termination for non-appropriation of funds.

Notwithstanding any other provision of this
Contract, if funds for the continued fulfillment of
this Contract by HHSC are at any time not
forthcoming or are insufficient, through failure of
any entity to appropriate funds or otherwise, then
HHSC will have the right to terminate this
Contract at no additional cost and with no
penalty whatsoever by giving prior written notice
documenting the lack of funding. HHSC will
provide at least thirty (30) days advance written
notice of such termination. HHSC will use
reasonable efforts to ensure appropriated funds
are available.

(7) Judgment and execution.
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(A) HHSC may terminate the Contract at
any time if judgment for the payment of money in
excess of $500,000.00 that is not covered by
insurance is rendered by any court or
governmental body against Contractor and
Contractor does not:

(1) Discharge the judgment or provide
for its discharge in accordance with the
terms of the judgment;

(2) Procure a stay of execution of the
judgment within thirty (30) days from the
date of entry thereof; or

(3) Perfect an appeal of such judgment
and cause the execution of such judgment to
be stayed during the appeal, providing such
financial reserves as may be required under
generally accepted accounting principles.

(B) If a writ or warrant of attachment or any
similar process is issued by any court against all
or any material portion of the property of
Contractor, and such writ or warrant of
attachment or any similar process is not released
or bonded within thirty (30) days after its entry,
HHSC may terminate the Contract in accordance
with this Section.

(8) Termination for insolvency.

(A) HHSC may terminate the Contract at
any time if Contractor:

(1) Files for bankruptcy;

(2) Becomes or is declared insolvent, or
is the subject of any proceedings related to
its liquidation, insolvency, or the appointment
of a receiver or similar officer for it;

(3) Makes an assignment for the benefit
of all or substantially all of its creditors; or

(4) Enters into a Contract for the
composition, extension, or readjustment of
substantially all of its obligations.

(B) Contractor agrees to pay for all
reasonable expenses of HHSC including the cost
of counsel, incident to:

(1) The enforcement of payment of all
obligations of the Contractor by any action or
participation in, or in connection with a case
or proceeding under Chapters 7, 11, or 13 of
the United States Bankruptcy Code, or any
successor statute;

(2) A case or proceeding involving a
receiver or other similar officer duly
appointed to handle the Contractor's
business; or

(3) A case or proceeding in a State
court initiated by HHSC when previous
collection attempts have been unsuccessful.

(9) Termination for Contractor's material breach of
the Contract.

HHSC will have the right to terminate the
Contract in whole or in part if HHSC determines,
at its sole discretion, that Contractor has
materially breached the Contract. HHSC will
provide at least thirty (30) days advance written
notice of such termination.

Section 12.04 Termination by Contractor.

(a) Failure to pay.

Contractor may terminate this Contract if HHSC
fails to pay the Contractor undisputed charges when
due as required under this Contract. Retaining
payment, recoupment, sanctions, or penalties that are
allowed under this Contract or that result from the
Contractor’s failure to perform or the Contractor’'s
default under the terms of this Contract is not cause
for termination. Termination for failure to pay does
not release HHSC from the obligation to pay
undisputed charges for services provided prior to the
termination date.

If HHSC fails to pay undisputed charges when
due, then the Contractor may submit a notice of intent
to terminate for failure to pay in accordance with the
requirements of Subsection 12.04(d). If HHSC pays
all undisputed amounts then due within thirty (30)-
days after receiving the notice of intent to terminate,
the Contractor cannot proceed with termination of the
Contract under this Article.

(b) Change to Uniform Managed Care Manual.

Contractor may terminate this agreement if the
Parties are unable to resolve a dispute concerning a
material and substantive change to the Uniform
Managed Care Manual (a change that materially and
substantively alters the Contractor’s ability to fulfill its
obligations under the Contract). Contractor must
submit a notice of intent to terminate due to a material
and substantive change in the Uniform Managed Care
Manual no later than thirty (30) days after the effective
date of the policy change. HHSC will not enforce the
policy change during the period of time between the
receipt of the notice of intent to terminate and the
effective date of termination.

(c) Change to Capitation Rate.

If HHSC proposes a modification to the
Capitation Rate that is unacceptable to the
Contractor, the Contractor may terminate the
Contract. Contractor must submit a written notice of
intent to terminate due to a change in the Capitation
Rate no later than thirty (30) days after HHSC's notice
of the proposed change. HHSC will not enforce the
rate change during the period of time between the
receipt of the notice of intent to terminate and the
effective date of termination.
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(d) Notice of intent to terminate.

In order to terminate the Contract pursuant to
this Section, Contractor must give HHSC written
notice of intent to terminate. The termination date will
be calculated as the last day of the month following
ninety (90) days from the date the notice of intent to
terminate is received by HHSC.

Section 12.05 Termination by mutual
agreement.

This Contract may be terminated by mutual
written agreement of the Parties.

Section 12.06 Effective date of termination.

Except as otherwise provided in this Contract,
termination will be effective as of the date specified in
the notice of termination.

Section 12.07 Extension of termination
effective date.

The Parties may extend the effective date of
termination one or more times by mutual written
agreement.

Section 12.08 Payment and other provisions
at Contract termination.

(a) In the event of termination pursuant to this
Article, HHSC will pay the Capitation Payment for ICM
Services and Deliverables rendered through the
effective date of termination. All pertinent provisions
of the Contract will form the basis of settlement.

(b) Contractor must provide HHSC all
reasonable access to records, facilities, and
documentation as is required to efficiently and
expeditiously close out the ICM Services and
Deliverables provided under this Contract.

(c) Contractor must prepare a Turnover Plan,
which is acceptable to and approved by HHSC. The
Turnover Plan will be implemented during the time
period between receipt of notice and the termination
date.

Section 12.09 Modification of Contract in the
event of remedies.

HHSC may propose a modification of this
Contract in response to the imposition of a remedy
under this Article. Any modifications under this
Section must be reasonable, limited to the matters
causing the exercise of a remedy, in writing, and
executed in accordance with Article 8. Contractor
must negotiate such proposed modifications in good
faith.

Section 12.10 Turnover assistance.

Upon receipt of notice of termination of the
Contract by HHSC, Contractor will provide any
turnover assistance reasonably necessary to enable
HHSC or its designee to effectively close out the
Contract and move the work to another vendor or to
perform the work itself.

Section 12.11 Rights upon termination or
expiration of Contract.

In the event that the Contract is terminated for
any reason, or upon its expiration, HHSC will, at
HHSC's discretion, retain ownership of any and all
associated work products, Deliverables and/or
documentation in whatever form that they exist.

Section 12.12 Contractor responsibility for
associated costs.

If HHSC terminates the Contract for Cause, the
Contractor will be responsible to HHSC for all
reasonable costs incurred by HHSC, the State of
Texas, or any of its administrative agencies to replace
the Contractor. These costs include, but are not
limited to, the costs of procuring a substitute vendor
and the cost of any claim or litigation that is
reasonably attributable to Contractor’s failure to
perform any Service in accordance with the terms of
the Contract

Section 12.13 Dispute resolution.
(@) General agreement of the Parties.

The Parties mutually agree that the interests of
fairness, efficiency, and good business practices are
best served when the Parties employ all reasonable
and informal means to resolve any dispute under this
Contract. The Parties express their mutual
commitment to using all reasonable and informal
means of resolving disputes prior to invoking a
remedy provided elsewhere in this Section.

(b) Duty to negotiate in good faith.

Any dispute that in the judgment of any Party to
this Contract may materially or substantially affect the
performance of any Party will be reduced to writing
and delivered to the other Party. The Parties must
then negotiate in good faith and use every reasonable
effort to resolve such dispute and the Parties shall not
resort to any formal proceedings unless they have
reasonably determined that a negotiated resolution is
not possible. The resolution of any dispute disposed
of by Contract between the Parties shall be reduced
to writing and delivered to all Parties within ten (10)
Business Days.

(c) Claims for breach of Contract.

(1) General requirement. Contractor’s claim for
breach of this Contract will be resolved in accordance
with the dispute resolution process established by
HHSC in accordance with Chapter 2260, Texas
Government Code.

(2) Negotiation of claims. The Parties expressly
agree that the Contractor’s claim for breach of this
Contract that the Parties cannot resolve in the
ordinary course of business or through the use of all
reasonable and informal means will be submitted to
the negotiation process provided in Chapter 2260,
Subchapter B, Texas Government Code.
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(A) To initiate the process, Contractor must
submit written notice to HHSC that specifically
states that Contractor invokes the provisions of
Chapter 2260, Subchapter B, Texas Government
Code. The notice must comply with the
requirements of Title 1, Chapter 392, Subchapter
B of the Texas Administrative Code.

(B) The Parties expressly agree that the
Contractor’'s compliance with Chapter 2260,
Subchapter B, Texas Government Code, will be a
condition precedent to the filing of a contested
case proceeding under Chapter 2260,
Subchapter C, of the Texas Government Code.

(3) Contested case proceedings. The contested
case process provided in Chapter 2260, Subchapter
C, Texas Government Code, will be Contractor’s sole
and exclusive process for seeking a remedy for any
and all alleged breaches of contract by HHSC if the
Parties are unable to resolve their disputes under
Subsection (c)(2) of this Section.

The Parties expressly agree that compliance with
the contested case process provided in Chapter 2260,
Subchapter C, Texas Government Code, will be a
condition precedent to seeking consent to sue from
the Texas Legislature under Chapter 107, Civil
Practices & Remedies Code. Neither the execution of
this Contract by HHSC nor any other conduct of any
representative of HHSC relating to this Contract shall
be considered a waiver of HHSC’s sovereign
immunity to suit.

(4) HHSC rules. The submission, processing
and resolution of Contractor’s claim is governed by
the rules adopted by HHSC pursuant to Chapter
2260, Texas Government Code, found at Title 1,
Chapter 392, Subchapter B of the Texas
Administrative Code.

(5) Contractor’s duty to perform. Neither the
occurrence of an event constituting an alleged breach
of contract nor the pending status of any claim for
breach of contract is grounds for the suspension of
performance, in whole or in part, by Contractor of any
duty or obligation with respect to the performance of
this Contract. Any changes to the Contract as a result
of a dispute resolution will be implemented in
accordance with Article 8 (“Amendments &
Modifications”).

Section 12.14 Liability of Contractor.
(@) Contractor bears all risk of loss or damage to
HHSC or the State due to:
(1) Defects in ICM Services or Deliverables;
(2) Unfitness or obsolescence of ICM
Services or Deliverables; or

(3) The negligence or intentional misconduct
of Contractor or its employees, agents,
Subcontractors, or representatives.

(b) Contractor must, at the Contractor’s own
expense, defend with counsel approved by HHSC,
indemnify, and hold harmless HHSC and State
employees, officers, directors, contractors and agents
from and against any losses, liabilities, damages,
penalties, costs, fees, including without limitation
reasonable attorneys' fees, and expenses from any
claim or action for property damage, bodily injury or
death, to the extent caused by or arising from the
negligence or intentional misconduct of the Contractor
and its employees, officers, agents, or
Subcontractors. HHSC will not unreasonably withhold
approval of counsel selected by Contractor.

(c) Contractor will not be liable to HHSC for any loss,
damages or liabilities attributable to or arising from
the failure of HHSC or any state agency to perform a
service 