Coniract No. MED-04-034-B

Amendment Three to the Contract for Pharmacy Medical Services Inclﬁding PDL

This Amendment modifies, to the extent specified below, the terms and conditions of the
Contract for Pharmacy Medical Services Including PDL MED-04-034-B (“Contract”) is
effective as of the date last signed below, between the Iowa Department of Human Services
(“Department”) and the Iowa Foundation for Medical Care (“Contractor”).

Whereas the Department requires coverage of a previously noncovered drug (varenicline), which
will require prior authorization and thus additional prior authorization staff, therefore, the parties

agree as follows:

Section 1. Amendment to Contract. The Contract is amended and supplemented as
follows:

Section 6.1 of the Contract is hereby amended to read as follows:

6.1 Performance Based Contract

Contractor acknowledges that this is a fixed price performance based
Contract and that the Confractor is obligated to perform all of the
Contractor’s Responsibilities and meet all of the Contractor Performance
Standards in this Contract. DHS acknowledges that it is responsible for
meeting all State Responsibilities in the RFP and this Contract.

The price for Implementation is $1,200,000.

The prices for Operations and Transition in the Base Term are:
SFY 2005  $1,000,000
SFY 2006  $2,100,000
SFY 2007  $1,600,000
SFY 2008  $1,520,993

DHS is obligated to pay the stated amounts.
The prices for the two (2) Renewal Option Years are:

SFY 2009 $1,675,000
SFY 2010 $1,500,000

In addition to the price identified herein, A) If the Contractor requested equipment
and supplies in their Bid Proposal for the Implementation, the Department will
provide the equipment and supplies if approved; B) During the Operations,
Transition, and Renewal Option Years, if applicable, the Department will provide
the Contractor the equipment and supplies specified in Attachment 2.

The Change Service Request (CSR) hourly rate is $85.
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Prior to June 30, 2005, DHS and the Contractor shall agree on sources of,
and methodologies for evaluating, and the format for reporting, the
performance of the Contractor. All performance reports shall be a matter
of public record.

Without limiting any other provision of the RFP or of this Contract,
payment of the Contractor’s Compensation may, in the sole discretion of
DHS, be tied to contract performance as follows:

Implementation Payment: One-twelfth (1/12) of sixty percent (60.0%)
of the Implementation Price shall be earned monthly during the first
twelve (12) months of the Contract term. Payment shall be made upon
presentation of evidence that progress has been made by the Contractor
consistent with the Contractor’s Work Plan for the Implementation Phase.
Twenty percent (20.0%) of the Implementation Price shall become earned
ten (10) business days following the Contractor’s commencement of the
Operations Phase. Fifteen percent (15.0%) of the Implementation Price
shall become earned forty (40) business days following the Contractor’s
commencement of the Operations Phase. Five percent (5.0%) of the
Implementation Price shall become earned five (5) business days
following certification of the Iowa MMIS system by the Centers for
Medicare and Medicaid Services (CMS).

Operations and Transition Payment: One Twelfth (1/12) of the annual
operations and transition payment shall be earned monthly and invoiced
the month following the month in which services are performed. During
any state fiscal year DHS may withhold up to twelve (12%) percent of the
Contractor’s annual compensation for operations and transition services
for failure to perform, provided, however, that DHS may withhold no
more, under this section 6.1 of the Contract, than the following:

July: 0% of Annual Compensation
July through August: 0% of Annual Compensation
July through September: 3% of Annual Compensation
July through October: 4% of Annual Compensation
July through November: 5% of Annual Compensation
July through December: 6% of Annual Compensation
July through Januvary 7% of Annual Compensation
July through February 8% of Annual Compensation
July through March 9% of Annual Compensation
Faly though April 10% of Annual Compensation
July though May 11% of Annual Compensation
July through June 12% of Annual Compensation
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No amount shall be withheld when failure to perform is due solely to
another’s action or failure to act, including, without limitation, DHS’
action or failure to act.

The amount withheld for failure to perform a requirement or to meet a
standard under this Contract shall be released to the Contractor upon
presentation to DHS of satisfactory evidence of successful implementation
of a plan to correct the performance failure for which the amount was
withheld. If there is any amount withheld at the end of a fiscal year it
shall be released to the Contractor upon successful implementation of the
plan of correction in the subsequent fiscal year. If there is an amount
withheld at termination of this Contract or at the end of the Contract term,
the amount withheld shall be placed in escrow, and the Contractor and the
State shall agree on steps the Contractor shall take to earn the balance in
©SCTOW.

If the total amount withheld for failure to perform a requirement or meet a
standard under or this Contract is greater than one hundred dollars
($100.00) for more than three (3) consecutive months during or after the
term of the Contract the Contractor shall forfeit five (5%) of the withheld
amount to DHS.

Attachment 5 Section 8.3.6 Contractor Responsibilities #1is hereby
amended to read as follows:

The Pharmacy Medical Services Contractor (including PDL) is
responsible for the administration of prior authorization for the pharmacy
program, including:

The Contractor shall maintain a toll-free hotline and facsimile
access and respond to contacts from providers regarding drug prior
authorizations twenty-four (24) hours a day, seven (7) days a week,
including for the product varenicline. The Contractor must ensure
qualified personnel respond to prior authorization requests and
handle all routine inquiries and correspondence regarding PAs;
have the capacity to handle all telephone calls and facsimiles at all
times and have upgrade ability to handle additional call or
facsimile volumes.

Section 2. Ratification. Except as expressly amended and supplemented herein, the
Contract shall remain in full force and effect, and the parties hereby ratify and
confirm the terms and conditions thereof.

Section 3.  Authorization. Each party to this Amendment represents and warrants to the
other that:
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3.1 It has the right, power, and authority to enter into and perform its
obligations under this Amendment.

3.2 Tt has taken all requisite actions (corporate, statutory, or otherwise) to
approve execution, delivery and performance of this Amendment, and this
Amendment constitutes a legal, valid and binding obligation upon itself in
accordance with its terms.

Section 4. Execution. IN WITNESS WHEREOYV, in consideration of the mutual
covenants set forth above and for other good and valuable consideration, the
receipt, adequacy and legal sufficiency of which are hereby acknowledged, the
parties have entered into the above Amendment and have caused their duly
authorized representatives to execute this Amendment.

Towa Foundation for Medieal Care

By: g%/ mtxﬂm-\ Date: __ ¢ !JP?JUX
Name: Peg Masgn
Title: Vice President, Quality Management

State of Iowa, acting by and through the fowa Department of Human Services

By: kwﬂm (/‘-> C(m,g,,m Date: C// 2% /0(

Kevin Concannon, Director, Department of Human Services
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