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1.1

SECTION I: ADMINISTRATIVE OVERVIEW

BACKGROUND

This Request for Proposals (RFP) is issued by the Office of Enterprise Technology
Services (ETS), on behalf of the Hawaii Employer-Union Health Benefits Trust Fund
(EUTF), both agencies of the State of Hawaii (State). The ETS provides governance for
information technology projects in the Executive Branch and seeks to identify, prioritize,
and advance initiatives with the greatest potential to increase efficiency, reduce waste,
and improve transparency and accountability in state government. The EUTF was
established by Act 88,2001 Session Laws of Hawaii (SLH). Act 88 was partially codified
as Chapter 87A, Hawaii Revised Statutes (HRS). Under HRS Chapter 87A, the EUTF is
authorized to design, provide, and administer health and other benefit plans for State and
county employees, retirees, and their dependents (aka “employee-beneficiaries” and
“dependent beneficiaries™). The benefit plans include medical, prescription drug, vision,
dental, chiropractic, and life insurance. The EUTF currently provides benefit plans to
approximately 118,000 subscribers which include employees and retirees. When
dependents are included, the participant count is approximately 198,000. The EUTF’s
fiscal year is July 1 through June 30. Active employee plans are on the July 1 to June 30
fiscal year and retiree plans are on a calendar year basis (January 1 to December 31).

The EUTF is administratively attached to the State Department of Budget and Finance
and is governed by a 10-member Board, whose members are appointed by the
Governor. Its primary goal is to provide health and life insurance benefits at a cost
affordable to all eligible State and City and County of Honolulu, County of Maui,
County of Kauai, and County of Hawaii employees, retirees, and their dependents. The
EUTF covers approximately 69,000 active employees plus 60,000 of their
dependents, and 49,000 retirees plus 20,000 of their dependents.

The EUTF’s day-to-day operations are administered by an administrator appointed by
the Board (Administrator). The Administrator is assisted in managing the EUTF by an
Assistant Administrator, a Member Services Branch Manager, a Financial Management
Officer, and an Information Systems Chief. The EUTF is organized into three (3)
branches: Member Services, Financial Services, and Information Systems.

The EUTF’s BAS serves as the backbone of the EUTF’s daily operations in enrolling
and terminating members in the EUTF health plans; transmitting information to
insurance carriers, billing and collecting premiums from employers, employees and
retirees; and remitting payments to vendors. In addition, the EUTF needs to maintain
continued compliance with HIPAA Privacy and Security rules to ensure the
confidentiality, integrity, and availability of the data.

A feasibility study was performed by Public Consulting Group, Inc. (PCG) to determine
if the EUTF should upgrade its existing health benefits administration system (BAS) or
implement a new solution.



1.2

PURPOSE

ETS is requesting proposals from qualified OFFERORS to perform an Independent
Verification & Validation (IV&V) service to assist the State in its efforts to identify and
reduce project risks, and implement best practices to ensure successful implementation of
a new health BAS.

The EUTF’s operations are currently supported by an outdated version of a BAS solution
supported by Vitech, Inc., which was implemented in 2009.

A feasibility study was performed by PCG to determine if the EUTF should upgrade its
existing BAS or implement a new solution. Based on PCG’s research, market survey, and
alternatives analysis, PCG made a recommendation to implement a new solution. The
new solution would consider both options of a standalone marketplace solution or the
leveraging of the State’s PeopleSoft Human Capital Management/Human Resources
(HCM/HR) solution to replace the EUTF’s existing BAS through the State’s
procurement/contract process.

IV&V services are necessary to establish and augment appropriate oversight efforts for
the EUTF’s new BAS project, independent of the contractor(s) selected to provide
products and services for the project. The objectives of this RFP are to ensure that:

a. The State is provided with timely, objective analysis and
recommendations to deal with BAS project implementation issues
and risks and to make informed decisions

b. An independent assessment of the software products and
organizational processes associated with the BAS project is
conducted throughout the implementation process

c. Process, solution, organizational, and other applicable BAS project
risks are identified early and addressed quickly

d. Assessments are conducted to ensure the BAS project requirements
and specifications are correct, complete, accurate, consistent, and
testable

e. The BAS project implementation meets BAS project requirements
and specifications, including compliance with regulatory,
performance, schedule, scope, and budget requirements

f. The needs of project stakeholders are being addressed and their
expectations are adequately managed

g. Cost, schedule, scope and other applicable variances are detected
early and corrected quickly

h. Software product and project process deficiencies, risks, and
recommended solutions are identified early, addressed quickly, and
tracked for progress

i. The BAS project is implemented without unnecessary disruption to
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1.3

14

1.5

EUTF operations

j. The EUTF BAS team, operations staff, and supporting business lines
are sufficiently prepared to utilize and maintain implemented
solutions as a function of their daily activities

TERMS AND CONDITIONS USED THROUGHOUT THE SOLICITATION

BAFO = Best and Final Offer

CPO = Chief Procurement Officer

ETS = Office of Enterprise Technology Services

EUTF = Hawaii Employer-Union Health Benefits Trust Fund

GC = General Conditions, issued by the Department of the
Attorney General

GET = General Excise Tax

HAR = Hawaii Administrative Rules

HOPA = Head of the Purchasing Agency

OFFEROR = Any individual, partnership, firm, corporation, joint

venture, or representative or agent submitting an offer
in response to this solicitation

Procurement = The contracting officer for the ETS

Officer

RFP = Request for Proposals

STATE = State of Hawaii, including its departments, agencies,

and political subdivisions
AUTHORITY

This RFP is issued under the provisions of Chapter 27-43 and 103D, HRS, and the
implementing Administrative Rules. All prospective OFFERORS are charged with
presumptive knowledge of all requirements of the cited authorities. Submission of a
proposal by any prospective OFFEROR shall constitute a representation of such
knowledge on the part of such prospective OFFEROR.

CONTRACTING OFFICE AND DESIGNATED STATE PERSONNEL



The Contracting Office is responsible for overseeing the contract(s) resulting from this
RFP, including system operations, fiscal agent operations, and monitoring and
assessing performance. The Contracting Office shall serve as the primary liaison with
Offerors during all phases of the RFP process and with the contractor during all phases
of the contract. The Contracting Office is:

Department of Accounting and General Services
Office of Enterprise Technology Services
Kalanimoku Building

1151 Punchbowl Street, Room B10

Honolulu, HI 96813

The following State personnel are designated to perform the following roles in this
procurement:

Head of State Purchasing Agency:

Name: Douglas Murdock

Title: Chief Information Officer

Business | State of Hawai‘i, Department of Accounting and General Services,
Address: | Office of Enterprise Technology Services
1151 Punchbowl Street, Room B10, Honolulu, HI 96813

Procurement Officer:

Name: Todd T. Omura

Title: IT Governance Officer

Business | State of Hawai‘i, Department of Accounting and General Services,
Address: | Office of Enterprise Technology Services
1151 Punchbowl Street, Room B-10, Honolulu, HI 96813

Email: Todd. T.Omura@hawaii.gov

RFP Contact Person, Contract Administrator, and Project Manager:

Name: Sonny Kekipi

Title: Technical Analyst

Business | State of Hawai‘i, Department of Accounting and General Services,
Address: | Office of Enterprise Technology Services
1151 Punchbowl Street, Room B-10, Honolulu, HI 96813

Phone: | (808) 587-9825

Fax: (808) 586-1922

Email: sonny.kekipi@hawaii.gov

1.6 PROCUREMENT TIMETABLE

Offerors shall note that the procurement timetable represents the State's best estimated
schedule. If a component of this timetable is delayed, the rest of the timetable may be
adjusted by the same number of days. Contract start dates may be subject to the
issuance of a notice to proceed. All modifications of the estimated schedule as well as
any part of this RFP will be made through the issuance of an Addendum.
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1.7

1.8

Activity Scheduled Date

Public Advertisement of RFP and Pick-up December 2, 2019
Deadline for Written Inquiries, 2:00 p.m. (HST) December 30, 2019
State’s Response to Offerors’ Written Inquiries January 13, 2020
Proposal Submittal Deadline, 2:00 p.m. (HST) January 21, 2020

Offeror’s Presentations and Discussions, if required Within 14 days after RFP
Proposal Submittal Deadline

Best and Final Offer (BAFO) Deadline, 2:00 p.m. To Be determined, if necessary

(HST)

Proposal Evaluation Period Within approximately 14 days
after Date of BAFO

Contractor Selection Within approximately 21 days
after Date of BAFO

Estimated Date of Notice of Award Within 7 days after Contractor
Selection

Estimated Contract Start Date/Notice to Proceed Within 45 days of Notice of
Award

COMMUNICATIONS WITH STATE

OFFERORS and prospective OFFERORS (including agents of OFFERORS and potential
OFFERORS) shall not contact any State employee staff to discuss or ask questions
regarding the content of this RFP, except as instructed and specified in this RFP.

All questions regarding the RFP document shall be submitted via email to the RFP Contact
Person as noted in Section 1.5, Contracting Office and Designated State Personnel. To
facilitate a meaningful response, written questions shall reference the page, paragraph,
and line or sentence to which the question relates. Such inquiries must contain
identification of the OFFEROR, its email address, telephone and fax numbers, the name
and title of the person requesting the information, and the RFP number. Questions will
be accepted until the due date to submit questions specified in Section 1.6, Procurement
Timetable. No telephone calls will be accepted.

ETS will respond to questions through addenda/amendments by the date specified in
Section 1.6, Procurement Timetable and responses to all questions will be available on
the State Procurement Office (SPO) website via the Hawaii Awards & Notices Data
System (HANDS) (https://hands.ehawaii.gov/hands/welcome). ETS is not responsible
for delays or non-receipt of such responses or any communications by the OFFERORS.

SUBMISSION OF PROPOSALS

OFFERORS must carefully examine this RFP, all amendments issued via
addendum, all required contract forms, and other documents, laws and rules, as
necessary, before submitting a proposal. The submission of a proposal shall be
considered to be a warranty and representation that the OFFEROR has made a
careful examination and understands the work and the requirements of this RFP.

7



1.9

1.10

Each qualified OFFEROR may submit only one (1) proposal.

Proposals must be detailed and concise. Each Proposal must be labeled and
organized in a manner that is congruent with the requirements and terminology
used in this RFP and must include a point by point response, structured in form and
reference to the RFP, addressing all requirements and the Scope of Work elements.

OFFERORS shall submit all of the following:

e One (1) signed master proposal. The master proposal must be single-sided
and unbound in a 3-ring binder.

e One (1) electronic copy (on one flash drive) of the signed master proposal.

e If an Offeror believes any portion of a proposal contains information that
should be withheld as confidential, the Offeror shall request in writing
designated proprietary data to be confidential and provide justification to
support confidentiality. Such data shall accompany the proposal, be clearly
marked, and shall be readily separable from the proposal to facilitate
eventual public inspection of the non-confidential sections of the proposal
(see Attachment 4: Confidential Information).

e Offerors shall note that price is not considered confidential and will not be
withheld.

The OFFEROR’s proposal, including all of its required submission types as noted
above, must be received by ETS no later than the closing date and time specified
for the receipt of proposals as specified in Section 1.6, Procurement Timetable.
Faxed or emailed proposals will not be considered. Handwritten proposals will be
rejected.

RECEIPT, OPENING, AND RECORDING OF PROPOSALS

Proposals will be time-stamped and held in a secure place by the procurement
officer until the established due date. Proposals will not be opened publicly, but in
the presence of two (2) State officials on or after the proposal submission deadline
specified in Section 1.6, Procurement Timetable, or as amended.

The register of proposals of the OFFEROR(s) shall be open to public inspection
upon posting of award, pursuant to Section 103D-701, HRS.

MODIFICATION PRIOR TO DEADLINE OR WITHDRAWAL OF
OFFERS

An OFFEROR may withdraw or modify a proposal prior to the final submission
date. No withdrawals or re-submissions will be allowed after the final submission
date. Proposals may be modified or withdrawn, prior to the deadline for
submission of proposals, by the following:



e Modifications — The OFFEROR provides a written notice delivered by
hand, mail, or fax that accompanies the actual modification received by
the Procurement Officer; or the OFFEROR provides a written notice and
the actual modification by email to Procurement Officer, provided that
the OFFEROR submits the written notice accompanying the actual
modification by hand delivery, mail, or fax within two (2) working days
of the Procurement Officer’s receipt of the electronic notification.

e Withdrawal — The OFFEROR provides a written notice delivered by
hand, mail, or fax received by the Procurement Officer; or a notice by
email to Procurement Officer.

1.11 DISCUSSION AND PRESENTATIONS

Discussions may be conducted with PRIORITY-LISTED OFFERORS, i.e.,
OFFERORS who submit proposals determined to be reasonably susceptible of
being selected for award. Such OFFERORS may be invited to make presentations
to the evaluation committee to clarify their proposals; to promote understanding
of ETS’s requirements and the OFFEROR’s proposal; and to facilitate arriving at
a contract that will provide the best value to the State. Whether such discussions
and presentations will be held will be at the discretion of the evaluation committee.
The OFFEROR shall bear all responsibility for any and all costs related to making
the presentations. ETS reserves the right to conduct the presentations in Honolulu
and/or via conference call.

1.12 BEST AND FINAL OFFER

If ETS determines that a Best and Final Offer (BAFO) is necessary, it shall
request one from the PRIORITY-LISTED OFFERORS. Any BAFO must be
received by ETS no later than the date and time specified in Section 1.6,
Procurement Timetable, or as may be amended by RFP addendum. If a BAFO
is not requested by the ETS, or if requested and not submitted by an OFFEROR,
the previous submittal will be construed as its BAFO. After BAFOs are received,
final evaluations will be conducted for an award. All proposals and submitted
media become the property of the ETS.

1.13 PREPARATION OF PROPOSAL AND COSTS

The proposal shall be formatted in accordance with the requirements specified in
this RFP.

Expenses for the development and submission of proposals and other responses
to the RFP are the sole responsibility of the OFFEROR submitting the proposal
or other response, whether or not any award results from this RFP. Travel and
expenses to and from the state are also the responsibility of the OFFEROR
submitting a proposal or otherwise responding to this RFP.
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1.14

1.15

CONFLICT OF INTEREST EXCLUSION

Any contractor (and its subcontractors) providing the IV&V services to the State
is prohibited from providing, soliciting, proposing, or being awarded any project
management, quality assurance, software design, configuration, development,
implementation, training, or support phase activity on the subject BAS project
for which these IV&V services are being procured. This exclusion likewise
extends to any other project that may interact with, or otherwise provide similar
services for the subject BAS Project during the full term of this contract. The
primary purpose of this exclusion is to ensure that the selected contractor does
not find itself involved with any real or perceived conflicts of interest, which
could taint its independence and credibility. Such conflicts of interest could be
alleged where the selected contractor is found to be reviewing work products,
deliverables, and/or processes for which it currently is, or was responsible to
architect, design, configure, develop, QA, implement, train, or operate.

SATISFACTORY EVIDENCE OF ORGANIZATIONAL AND
FINANCIAL STABILITY

Contractor (and each subcontractor) is required to provide satisfactory evidence
of organizational and financial stability. The following must be submitted and
included with the proposal; vendors who do not submit this information or at the
determination of the State, do not have the requisite level of organizational and
financial stability, will be excluded from further consideration in the evaluation:

* Legal name. The Contractor is requested to submit its offer using
Contractor’s exact legal name as registered with the Internal Revenue
Service.

* Company profile, location, and organizational structure (including
identification of officers and key management).

* Company financial statements. Specifically, most recent balance sheet,
income statement, cash flow statement, shareholders’ equity statement. In
addition to a description and explanation of the company’s position, the
following ratios must also be submitted:

o Solvency: (Net Income + Depreciation) + (Short-Term Liabilities +
Long-Term Liabilities)

o Current: Current Assets +~ Current Liabilities

o Total Debt/Equity: Total Debt +~ Total Equity

o Total Debt/Total Assets: Total Debt + Total Assets

* Disclosure of all current or past involvement in litigation or legal dispute of
performance on any contract, including resolution/findings.

10



1.16 DISQUALIFICATION OF PROPOSALS

ETS reserves the right to consider as acceptable only those proposals submitted
in compliance with all requirements set forth or referenced in this RFP and which
demonstrate an understanding of the scope of work. Any proposal offering any
other set of terms and conditions, or terms and conditions contradictory to those
included in this RFP, may be disqualified without further notice. All proposals
must meet the minimum qualifications as established in this RFP in order to be
considered.

Grounds for disqualification include:

e Proof of collusion among OFFERORS (including subcontractors), in
which case all proposals and OFFERORS involved in the collusive action
will be rejected, and any participant to such collusion will be barred from
future bidding until reinstated as a qualified OFFEROR.

e OFFEROR’s lack of responsibility and cooperation as shown by past
work or services rendered.

e OFFEROR’s being in arrears on existing contract(s) with the State or
having defaulted on previous contract(s).

e Delivery of the proposal after the time specified in Section 1.6,
Procurement Timetable.

e OFFEROR’s failure to pay, or satisfactorily settle, all bills overdue for
labor and materials on former contracts with the State at the time of
issuance of the RFP.

e The proposal is unsigned.

e The proposal does not comply with applicable laws or contains provisions
contrary to applicable law.

e The proposal is conditional, incomplete, or irregular in such a way as to
make the proposal ambiguous as to its meaning.

e The proposal has provisions reserving the right to accept or reject award,
or to enter into a contract pursuant to an award, or provisions contrary to
those required in the RFP.

e OFFEROR’s lack of sufficient experience to perform the work
contemplated.

e OFFEROR’s conflicts of interest or lack of independence in judgment.

e OFFEROR'’s lack of evidence showing organizational and financial
stability.

e Handwritten, emailed, or faxed proposals will be rejected.

1.17 RFP AMENDMENTS AND ADDENDUM

ETS reserves the right to amend this RFP at any time, prior to the closing date of
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1.18

1.19

1.20

1.21

the BAFOs. All amendments will be issued by written addendum and will be
posted on the SPO HANDS (https://hands.ehawaii.gov/hands/welcome).

CANCELLATION OF REQUEST FOR PROPOSALS/REJECTIONS OF
PROPOSALS

This RFP may be cancelled and any or all proposals may be rejected in whole or
in part, when it is determined to be in the best interests of the State or for any
other reason permitted by Chapter 103D, HRS and its implementing
Administrative Rules.

PROPOSAL BONDS; PERFORMANCE AND/OR PAYMENT BONDS

No proposal bond is required to be submitted with the proposal and no
performance or payment bond will be required for the contract awarded pursuant
to this RFP.

AWARD OF CONTRACT

Award will be made to the responsive and responsible OFFEROR whose proposal is
determined to be the most advantageous to ETS based on the evaluation criteria set forth
in the RFP. If award is made, the successful OFFEROR will be required to enter into a
formal written contract with the State and shall be required to sign a Business Associate
Agreement (BAA) with the EUTF, as the successful contractor will have access to
protected health information and personal information maintained by the EUTF. The
RFP, the OFFEROR’s accepted proposal, the BAFO, and the fully executed contract
comprise the contract. A copy of the contract form and applicable general conditions
can be found at Exhibit A. A copy of the BAA can be found at Exhibit B. The feasibility

study report is included as Exhibit C in this RFP.

The RFP and successful proposal will be incorporated into the resulting contract
by reference and to the extent that the RFP and the successful proposal conflict,
the terms of the RFP shall govern, unless otherwise agreed upon by ETS in the
contract.

The notice of award resulting from this solicitation shall be posted on the SPO
HANDS website (https://hands.ehawaii.gov/hands/welcome).

CONTRACT EXECUTION

The successful OFFEROR shall enter into a formal written contract (see Exhibit
A, Contract Form and General Conditions). In submitting the proposal, the
OFFEROR will be deemed to have agreed to each provision set forth in Exhibit
A, Contract Form and General Conditions, unless the OFFEROR specifically
identifies the provision to which objection is made and submits alternative
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language specified and submitted on form Attachment 3: Exceptions. State shall
have no obligation to accept terms and conditions that vary from those set forth
in Exhibit A, Contract Form and General Conditions, the contract awarded
pursuant to this RFP, and any amendments thereto.

Upon selection and award of the contract, State will send the formal contract and
BAA to the successful OFFEROR for signature. The contract and BAA shall be
signed by the successful OFFEROR and returned with any required documents,
within seven (7) calendar days after receipt by the OFFEROR or within such time
as State may allow. Failure to keep this deadline may result in a cancellation of
the award and contract. State reserves the right to cancel any contract and request
new proposals or negotiate with remaining OFFERORS if State is not satisfied
with the awarded Contractor’s performance.

No work is to be undertaken by the Contractor prior to the Notice to Proceed date
of the contract. The State is not liable for any work, contract costs, expenses, loss
of profits, or any damages whatsoever incurred by the Contractor prior to the
official starting date. No contract shall be considered binding upon State until
the contract has been fully and properly executed by all parties thereto.

If an option to extend is mutually agreed upon between State parties and
Contractor, a supplemental contract for the additional extension period will be
completed between both parties.

1.22 Hawai‘i Compliance Express (HCE).

Vendors may use the Hawaii Compliance Express (HCE) to show proof of compliance
with the requirements of § 103D-310(c), HRS. The HCE allows businesses to register
online through a simple wizard interface at http://vendors.ehawaii.gov for an annual fee
payable to Hawaii Information Consortium, LLC to acquire a “Certificate of Vendor
Compliance,” which provides current compliance status as of the issuance date. The
“Certificate of Vendor Compliance” indicating that vendor’s status is compliant with
the requirements of §103D-310(c), HRS, is accepted for both contracting purposes and
final payment.

Vendors not utilizing HCE to demonstrate compliance shall provide the paper
certificates as instructed below. All certificates must be valid on the date it is received.
All applications for applicable clearances are the responsibility of the Offeror.

HRS Chapter 237 tax clearance requirement for award. Instructions are as follows:

Pursuant to §103D-328, HRS, awarded Offeror shall be required to submit a tax
clearance certificate issued by the Hawai‘i State Department of Taxation (DOTAX) and
the Internal Revenue Service (IRS). The certificate shall have an original green
certified copy stamp and shall be valid for six (6) months from the most recent approval
stamp date on the certificate. It must be valid on the date it is received.
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The tax clearance certificate shall be obtained on the State of Hawai‘i, DOTAX TAX
CLEARANCE APPLICATION Form A-6 (Rev. 2003) which is available at the DOTAX
and IRS offices in the State of Hawai‘i or the DOTAX website, and by mail or fax:

DOTAX Website (Forms & Information): http://www.hawaii.gov/tax/al_1lalphalist.htm

DOTAX Forms by Fax/Mail: (808) 587-7572 1-800-222-7572

Completed tax clearance applications may be mailed, faxed, or submitted in person to
the Department of Taxation, Taxpayer Services Branch, to the address listed on the
application. Facsimile numbers are:

DOTAX:  (808) 587-1488
IRS: (808) 539-1573

The application for the clearance is the responsibility of the Offeror and must be
submitted directly to the DOTAX or IRS and not to the ETS.

However, the tax clearance certificate shall be submitted to the address as required.

HRS Chapters 383 (Unemployment Insurance). 386 (Workers’ Compensation), 392
(Temporary Disability Insurance), and 393 (Prepaid Health Care) requirements for
award.

Instructions are as follows:

Pursuant to §103D-310(c), HRS, the awarded Offeror shall be required to submit a
certificate of compliance issued by the Hawai‘i State Department of Labor and
Industrial Relations (DLIR). The certificate is valid for six (6) months from the date of
issue and must be valid on the date it is received. A photocopy of the certificate is
acceptable.

The certificate of compliance shall be obtained on the State of Hawai‘i, DLIR
APPLICATION FOR CERTIFICATE OF COMPLIANCE WITH SECTION 3-122-112,
HAR, Form LIR#27 which is available at http://hawaii.gov/labor/formsall.shtml or at
the neighbor island DLIR District Offices. The DLIR will return the completed form to
the Offeror.

The application for the certificate is the responsibility of the Offeror and must be
submitted directly to the DLIR.

Compliance with Section 103D-310(c), HRS. for an entity doing business in the
State. The awarded Offeror shall be required to submit a CERTIFICATE OF GOOD
STANDING (Certificate) issued by the State of Hawaii Department of Commerce and
Consumer Affairs Business Registration Division (BREG). The Certificate is valid for
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1.23

1.24

1.25

six months from date of issue and must be valid on the date it is received. A photocopy
of the certificate is acceptable.

To obtain the Certificate, the Offeror must first be registered with the BREG. A sole
proprietorship, however, is not required to register with the BREG, and therefore not
required to submit the certificate.

On-line business registration and the Certificate are available at
www.BusinessRegistrations.com. To register or to obtain the Certificate by phone, call
(808) 586-2727 (M-F 7:45 to 4:30 HST). Offerors are advised that there are costs
associated with registering and obtaining the Certificate.

Timely Submission of all Certificates. If a valid certificate is not submitted on a
timely basis as determined by the Procurement Officer for award of a contract, an offer
otherwise responsive and responsible may not receive the award.

CAMPAIGN CONTRIBUTIONS BY STATE AND COUNTY CONTRACTORS

Offerors are hereby notified of the applicability of Section §11-355, HRS, which states
that campaign contributions are prohibited from any State or county government
contractors during the term of the contract if the contractors are paid with funds
appropriated by a legislative body.

For more information, FAQs are available at the Campaign Spending Commission
webpage (http://hawaii.gov/campaign). Information on spending issues should be
directed to the Campaign Spending Commission’s Executive Director or its General
Counsel at (808) 586-0285.

PUBLIC EXAMINATION OF PROPOSALS

Except for confidential portions, the proposals shall be made available for public
inspection upon posting of award pursuant to Section 103D-701, HRS.

If a person is denied access to a State procurement record, the person may appeal the
denial to the State Office of Information Practices in accordance with Section 92F-
42(12), HRS.

DEBRIEFING

Pursuant to Section 3-122-60, HAR, a non-selected OFFEROR may request a
debriefing to understand the basis for award.

A written request for debriefing shall be made within three (3) working days after the
posting of the award of the contract. The procurement officer or designee shall hold
the debriefing within seven (7) working days to the extent practicable from the receipt
date of the written request.
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Any protest by the requestor following a debriefing shall be filed within five (5)
working days after the date that the debriefing is completed, as specified in Section
103D-303(h), HRS.

1.26 PROTEST

Any Offeror may file a protest against the award of the contract. The Notice of Protest
form is available on the SPO website. Only the following matters may be protested:

(1) A state purchasing agency's failure to follow procedures established by Chapter
103D, Hawai‘i Revised Statutes.

(2) A state purchasing agency's failure to follow any rule established by Chapter
103D, Hawai‘i Revised Statutes; and

(3) A State purchasing agency's failure to follow any procedure, requirements, or
evaluation criterion in a request for proposals issued by the State purchasing
agency.

The Notice of Protest shall be postmarked by USPS or hand delivered to: 1) the head of
the State purchasing agency conducting the protested procurement; or 2) the
procurement officer who is conducting the procurement within five (5) working days of
the postmark of the Notice of Award or Notice of Non-Selection sent to the protestor.
Delivery services other than USPS shall be considered hand deliveries and considered
submitted on the date of actual receipt by the State purchasing agency.

1.27 SPECIAL CONDITIONS

The following Special Conditions will supplement the Contract Form and General
Conditions, Exhibit A:

1. Liquidated Damages. In the event of any breach of the contract by the Contractor,
liquidated damages shall be assessed against the Contractor in the sum of ONE
THOUSAND AND NO/100 DOLLARS ($1000.00) per calendar day until the
breach is remedied by the Contractor.

2. Insurance. Prior to the contract start date, the Contractor shall procure, at its
sole expense, and maintain insurance coverage acceptable to the State in full
force and effect throughout the term of the contract. The Contractor shall
provide proof of insurance prior to award for the following minimum
insurance coverage(s) and limit(s) in order to be awarded a contract. The type
of insurance is listed as follows:

a. A fidelity bond, commercial crime policy, or other equivalent
insurance that provides insurance coverage or similar protection to
ETS against forgery, theft, robbery, fraud, dishonest and criminal acts
committed by any of the Contractor’s employees that causes ETS to
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sustain monetary loss. The limits of such bond or policy shall be
$5,000,000.00 per occurrence/claim and in the aggregate.

Commercial general liability insurance coverage against claims for
bodily injury and property damage arising out of all operations, activities
or contractual liability by the Contractor, its employees and
subcontractors during the term of the Contract. This insurance shall
include the following coverage and limits specified or required by any
applicable law: bodily injury and property damage coverage with a
minimum of $3,000,000 per occurrence; personal and advertising injury
of $1,000,000 per occurrence; and with an aggregated limit of
$5,000,000. The commercial general liability policy shall be written on
an occurrence basis and the policy shall provide legal defense costs and
expenses in addition to the limits of liability stated above. The
Contractor shall be responsible for payment of any deductible applicable
to this policy.

Automobile liability insurance covering owned, non-owned, leased, and
hired vehicles with a minimum of $1,000,000 for bodily injury for each
person, $1,000,000 for bodily injury for each accident, and $1,000,000
for property damage for each accident or $2,000,000 combined single
limit.

. Appropriate levels of per occurrence insurance coverage for workers’
compensation and any other insurance coverage required by Federal or
State law.

Professional Liability Insurance covering all activities under the contract
with a minimum of $50,000,000 per claim and with an aggregated limit
of $50,000,000.

Cyber Liability Insurance with limits not less than $50,000,000 per
occurrence/claim, $50,000,000 aggregate. Coverage shall be sufficiently
broad in response to the duties and obligations as is undertaken by the
scope of work within this contract and shall include, but not be limited
to, claims involving infringement of intellectual property, including but
not limited to, invasion of privacy violations, information theft, damage
to or destruction of electronic information, release of private information,
alteration of electronic information, extortion and network security. The
policy shall also provide coverage for breach response costs and
regulatory fines and penalties and credit monitoring expenses.

If the Contractor maintains broader coverage and/or higher limits than
the minimums shown above, the State requires and shall be entitled to
the broader coverage and/or higher limits maintained by the Contractor.
Any available insurance proceeds in excess of the specified minimum
limits of insurance and coverage shall be available to the State.
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g. Any and all other insurance that is required by applicable law and that is
reasonably necessary in order for the Contractor to perform the work and
services required under the contract. The insurance policies shall have
limits of liability, per occurrence and in the aggregate, in amounts that
are reasonably satisfactory to the State, as measured by what a reasonably
prudent trustee would require of a contractor in similar circumstances.

The adequacy of the coverage afforded by the Contractor’s insurance
shall be subject to review by the State, from time to time, and if it appears
that a reasonably prudent person, overseeing a project similar to one
specified by this RFP, would require an increase in the limits of liability
of such insurance, the Contract shall, to that extent, take all necessary
actions to increase such limits.

All the required insurance shall be carried with insurance carriers that
have a general policyholder’s rating of not less than A and a financial
rating of no less than VII in the most current A.M. Best’s Insurance
Reports. If the A.M. Best’s ratings are changed or discontinued, the
parties shall agree to an equivalent method of rating insurance
companies.

Throughout the term of the entire contract, ETS shall be named as
additional insured on all the required policies except for professional
liability/errors and omissions and worker’s compensation policies. At
the commencement of the contract, the Contractor shall provide ETS
with certificates of insurance showing that it is carrying all the insurance
required hereunder. At or prior to the expiration of all insurance policies
required hereunder, the Contractor shall provide State with certificates of
insurance showing the renewal or replacement of such insurance policies.
All policies of insurance or the Contractor shall provide that State will
be given 30 days’ notice in writing in advance of any cancellation, lapse,
or reduction in the amount of insurance.

Each insurance policy required by this contract, including a
subcontractor’s policy, shall contain the following phrases:

1. “This insurance shall not be canceled, limited in scope of
coverage, or non-renewed until after 30 days’ written notice has
been given to the Office of Enterprise Technology Services,
Kalanimoku Building, 1151 Punchbowl Street, Room B-10,
Honolulu, Hawaii 96813.”

2. “The State of Hawaii is added as an additional insured with
respect to operations performed for the State of Hawaii.”

3. “Itis agreed that any insurance maintained by the State of Hawaii
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1.28

and/or the ETS will apply in excess of, and not contribute with,
insurance provided by this policy.”

The minimum insurance required shall be in full compliance with the
Hawaii Insurance Code throughout the entire term of the contract,
including supplemental contracts.

Upon the Contractor’s execution of the contract, the Contractor agrees to
deposit with ETS, certificate(s) of insurance necessary to satisfy the State
that the insurance provisions of the contract have been complied with, and
to keep such insurance in effect and the certificate(s) therefore on deposit
with the State during the entire term of this contract, including those of its
subcontractor(s), where appropriate.

Upon request by the State, the Contractor shall be responsible for
furnishing a copy of the policy or policies.

Failure of the Contractor to provide and keep in force such insurance shall
be regarded as material default under this contract, entitling ETS to
exercise any or all of the remedies provided in this contract for a default
of the Contractor.

The procuring of such required insurance shall not be construed to limit
the Contractor’s liability hereunder nor to fulfill the indemnification
provisions and requirements of this contract. Notwithstanding said policy
or policies of insurance, the Contractor shall be obliged for the full and
total amount of any damage, injury, or loss caused by negligence or
neglect connected with this contract.

3. Transition Procedures. Atno cost to ETS, the Contractor shall comply with the

following provisions upon receipt of a notice of termination or upon expiration
of the contract:

b.

The Contractor shall transfer title and deliver to ETS or its designee, any
and all completed or partially completed goods, materials, reports,
information, data, or other work product of the Contractor that were
made under the contract or as part of the Contractor’s performance of the
contract.

As directed by ETS, the Contractor shall destroy and/or deliver to ETS
or its designee, all confidential or proprietary documents, information,
and data that the Contractor has received under the contract and all copies
thereof.

CONTRACT TERM

The term of any contract resulting from this RFP, subject to approval by the State, shall
be for a period of twenty-four (24 months) from the commencement date on the Notice
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2.1

to Proceed. The contract may be extended for not more than one (1) additional twelve
(12) month period or portion thereof without rebidding, upon mutual agreement.

When interests of the State so require, the State may terminate the contract for
convenience.

The contract is subject to availability of funds. If a Non-Funding Event occurs, then the
State shall have the right to partially or fully terminate or suspend the contract under this
RFP. If the State does not exercise the right to fully terminate or suspend the contract,
the State shall determine which aspects of the contract shall move forward and which
services shall be performed.

Contractor agrees that no penalty or damages shall be applied to, or shall accrue to, the
State due to a Non-Funding Event. Contractor further agrees that the State will not be
responsible for any costs, expenses, or losses incurred by Contractor due, in whole or in
part, to a Non-Funding Event.

SECTION II: SCOPE OF WORK

EUTF OVERVIEW AND BAS PROJECT BACKGROUND

The EUTF’s current information system consists of the hardware and software
developed, installed, and supported by Vitech, Inc. The EUTF must address concerns
of being on an older version of its BAS as its systems are mission critical applications to
access data for its business processes. This system performs the following functions:

a. Enrollment and termination of State and county employees, retirees, and
dependents into and from medical, prescription drug, dental, vision,
chiropractic, and life insurance plans.

b. Maintains demographic and Medicare information of State and county
employees, retirees, and dependents.

c. Generation and transmission of electronic enrollment files to insurance
carriers.

Generation of enrollment change and COBRA notices to members.

e. Processing of payments, reimbursements, and deductions from members,
employers, and vendors.

f. Generation and transmission of electronic payment and deduction files to and from
members, employers, and vendors.

g. Document scanning using an imaging system to capture, store, and retrieve
member enrollment and proof document images. This system utilizes a Kofax
front-end capture system.

h. Multiple interfaces to external systems are utilized for data exchanges.

The EUTF does a large amount of data exchange with various public and private
external entities including insurance carriers and State and county employers. Due
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to the EUTF’s status as a HIPAA covered entity, it is required by the Department of
Health and Human Services Office of Civil Rights to adhere to information privacy
and security rules pursuant HIPAA.

Below are the current EUTF BAS specifications that were implemented in
September 2009:

EUTF BENEFITS ADMINISTRATION SYSTEM

Hardware Windows 2008 Server — 2 web servers,
1 database servers, 2 application servers,
1 batch server

Database Oracle 11g

Applications Server Oracle OC4J Applications Server
Environments Production, Test, Development
Imaging Kofax Server

Backup Microsoft Azure Backup

Disaster Recovery Microsoft Azure Disaster Recovery

Benefits Administration System | V3 version 8.02

Based on PCG’s research, market survey, and alternatives analysis, PCG made a
recommendation to implement a new solution. The new solution would consider both
options of a standalone marketplace solution or the leveraging of the State’s HCM/HR
solution to replace the EUTF’s existing BAS through the State’s procurement/contract
process. The feasibility study report is included as Exhibit C in this RFP.

2.2 IV&V SCOPE

1. IV&YV Critical Components

For the IV&V services specifically, Contractor shall independently review the
project's performance throughout its lifecycle, with specific focus on the following
critical components:
e Project Organization and Management
e Contract Management
e Requirements Management
Cost and Schedule Management
Systems Architecture and Design
Human Resources Management
e Risk Management
e Quality Management
e Communications Management
e Organizational Change Management
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e Knowledge Transfer
e Operational Preparedness

2. Best Practices

In connection with the provision of all services and deliverables in connection with
performing the IV&V work, Contractor shall conform to, apply and abide by best
practices in the information technology industry including, but not limited to,
standards and methodologies issued by:

e The Project Management Institute; specifically, the Project Management Book of

Knowledge (PMBOK);

e Information Technology Infrastructure Library (ITIL);

e International Organization for Standardization (ISO) 9000;

e National Institute of Standards and Technology (NIST);

e (Center for Internet Security (CIS); and

e U.S. Department of Health and Human Services (HIPAA).

3. Task Descriptions

Contractor shall help the State ensure that the entire project team, both State and
vendors, apply the best practices in project management and quality management, and
deliver technical work products that meet contract requirements with respect to
schedule, cost, functionality, reliability, security, and other relevant quality standards.

Optimally, we would like IV&V services provided by the Contractor to include the
following:

IV&YV services:

e Preparing an IV&V Project Management plan that describes activities,
milestones, deliverables with payments and acceptance criteria, personnel,
schedules, standards, and methodology for conducting the IV&V Work.
Contractor shall develop and maintain a schedule for all project activities.

e Performing an initial assessment of the completeness of the project plans,
methodologies, management structure, and the project’s tracking to business
requirements, including validating project success metrics (i.e., definitions of
successful project outcomes)

e Contractor shall develop criteria for an initial evaluation of all projects and
document issues and risks found in a written report.

e Reviewing and analyzing ongoing project management and implementation tasks
and activities, operational policies, and processes to ensure quality objectives are
met and best practices are followed.
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2.3

e Reviewing and analyzing deliverables and Work Products for compliance with
defined methodologies, policies, and standards.

e Preparing monthly summary status reports, along with providing executive
briefings, documenting the overall progress of the project and recommendations
for improvement based on an analysis of project performance. Reports shall
include documentation of IV&V tasks performed and planned by Contractor and
describe any findings, issues, risks, concerns, and recommendations.

e Performing system go-live assessments. Contractor shall perform separate
assessments to determine the preparedness of each technical system prior to and
after deployment milestones.

e At the conclusion of the project and as part of the archiving activity, providing a
Final IV&V report documenting IV&V tasks, activities, findings, lessons
learned/best practices from the implementation, and any outstanding technical
issues/risks.

e Provide a consolidated archive of all project deliverables on electronic media.

All travel and any direct costs in support of the activities describe in this
section will be borne by the Contractor and included in the proposed
price. In addition, the Contractor will be required to attend meetings and
events, perform records management and administrative responsibilities
related to the contract, and maintain open and effective communication
with the ETS and EUTF.

IV&V SUBJECT AREA GUIDELINES

Attachment 5: Guidelines for monthly reports should be used as a guide for areas of
coverage when performing the IV&V activities for this RFP, depending on the specific
deliverables required by the BAS implementation contract.

REQUIRED DELIVERABLES

The Contractor's performance will be evaluated based on the generation of products and
the achievement of key milestones, to be collectively referred to as deliverables. Each
deliverable will be reviewed and assessed by selected members of the State project team.
State will have a pre-determined period, typically five (5) to ten (10) business days, to
complete its review.

Aspects of a deliverable that have been concluded to be of unacceptable quality and
sufficiency and not consistent with the agreed upon scope of work will be documented
and provided to the Contractor for further action. The Contractor will then present to
State the revised deliverable, whereupon the review and assessment process will begin
again.

Al TV&V deliverable assessment reports, whether in draft or final form, must be delivered
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by the Contractor directly and simultaneously to ETS, EUTF, and the BAS project
implementation lead. The State may not modify or reject any IV&V assessment report
beyond recommendations to amend mistakes of fact. State comments to all IV&V
assessment report findings will only be appended to the respective report.

All project documentation shall be developed using the Microsoft Office suite of products
and the Contractor must ensure that all applications are compatible with current ETS
software Office 365 versions.

All work products, outputs, and deliverables created each month will be consolidated and
submitted as part of Contractor’s monthly executive summary reports.

Contractor should anticipate and plan for State review periods of all submitted draft
deliverables, where express acceptance and approval by the State is required for
deliverables to be marked final.

Below is a list of deliverables that are, at a minimum, considered mandatory as project
phases. If agreed to by ETS, the Contractor may revise the list as necessary and submit
the draft revision to ETS for final approval. The deliverables list will be negotiated and
finalized prior to the project's commencement.

In addition to having periodic status meetings with completion metrics, the deliverables
shall be completed in the order established and approved by ETS.

The Contractor will be expected to provide the following deliverables:

Deliverable [Description Delivery Date

V&V Project Provide a comprehensive plan |Within 20 business days
Management Plan |describing IV&V tasks and after contract Notice to
activities, personnel, Proceed date and ongoing.
milestones, deliverables,
proposed payment schedule,
and acceptance criteria. Also
describe standards and
methodology for conducting
[V&V reviews. This plan will
be refined as necessary to align
with approved changes to other
applicable plans within the
project. Will also include a
table including narrative
descriptions of all IV&V
activities, deliverables and
proposed associated payment
amounts, including expected
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Deliverable

[Description

Delivery Date

format, content, and
organization, to be developed
and delivered during the base
eriod (24 months).

Initial Assessment
Report

Conduct an initial assessment
of the completeness of the
EUTF new BAS project plans,
soundness of approach,
schedule realism, management
structure, the project’s tracking
of requirements, project
deliverables, validating project
success metrics (i.e., definitions
of successful project outcomes)
identification of risk areas, and
recommended next steps to
produce an initial assessment
report to present to the State.

Within four (4) weeks of
BAS implementation
project start date.

Monthly Status
Reports/Executive
Sponsor Briefings

Monthly status report including

V&V thread summaries,

budget, schedule and

implementation considerations;

reports accompanied by

presentations by the Contractor

to the State.

— Thread components include:

+ Achievements for the month

* Documents/Deliverables
Reviewed

+ Next Period Activities

* Schedule status

* Open/Closed Issues

* Risks/Concerns
identification and tracking

 Action Items

+ Findings of Deficiencies/
Recommendations for
Remediation

* Issue Analysis

* Risk Analysis

* Scope Analysis

 Schedule Analysis

* Quality Analysis

Within one (1) month of
the State acceptance of
[nitial Assessment Report.
Thereafter on the 5 of
every month.
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Milestone Reports

of system prior to production
deployment of each major
milestone (i.e., go-live
milestone defined by State
project management plans).
Focus on adherence to best
practices and requirements,
functionality, and the ability to
support program business
needs.

Deliverable [Description Delivery Date
Pre Go-Live Perform separate assessments [Two (2) weeks prior to
Implementation  [to determine the preparedness [implementation of each

major milestone, as
defined by the State BAS
schedule.

Post Go-Live
Implementation
Milestone Report

Prepare a final written report
that summarizes expectations,
best practices, lessons learned,
opportunities, any outstanding
technical issues/risks from each
project, and any follow-up
recommendations.

Two (2) weeks after the
end of each
implementation milestone
(defined by State project
management plans) or
prior to Contract end date.

Final Report and
Archive
Documents

Periodic Archive Creation and
Delivery of all project artifacts
and research materials and
contract deliverables.

At the end of the contract
and before final invoicing,
providing a Final [IV&V
report documenting [IV&V
tasks, activities, findings,
lessons learned/best
practices from the
implementation, and any
outstanding technical
issues/risks; deliver to
State a complete USB
Drive archive of all IV&V
documents, including draft
and final reports, any
status briefings, exception
reports, key materials, and
all versions of the [IV&V
Project Management
Workplan.

CONTRACTOR PERSONNEL

The Contractor’s (and its subcontractors) staff assigned to this project will be expected
to make necessary on-site visits for the duration of the project and be available for calls
and meetings at the discretion of ETS during normal business hours: M-F 7:45 AM thru
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2.5

2.6

4:30 PM.
STAFF QUALIFICATIONS

State requests Contractor fulfill the requirements of this RFP by providing the staff
resources to work on the project, per the requirements below. Contractor proposed staff
shall:

e Have a minimum of five (5) years of experience performing [IV&V work.

e Have experience managing state IT enterprise benefits administration systems
modernization projects or state IT projects of an equivalent or larger size.

e Have expertise in performing IT assessments, due diligence reporting, IT
process and procedures audits, project management, and solution analysis and
design.

e Have expertise in overseeing, managing, or implementing benefits
administration modernization projects for state or other government
organizations.

e Make proposed staff available to work once an award is made and the Contract
is executed.

e Include a designated Project Manager with suitable qualifications as described
below.

o Extensive managerial and project administrative experience, which has
included substantial responsibility for a combination of management
functions such as project planning, procurement, organization
coordination and control, and fiscal and personnel management;

o Proven leadership skills and advanced project management skills to
successfully drive a project from beginning to end,

o Bachelor’s degree in computer science, MIS, mathematics, engineering,
business, or similar technical field;

o Strong written, oral, and presentation skills to convey technical detail
and design to diverse audiences; and

o Ten (10) years of professional work experience in IT project
management, implementation, [IV&V, or a combination thereof.

The Contractor and the State agree that the proposed staff are critical to the performance
of the contract and, therefore, the State has the right of refusal for any personnel
replacements, substitutions, or reassignments of duties of personnel assigned to the [IV&V
services contract. The Contractor shall secure written approval from the State prior to
making any changes to key personnel assigned to perform services in this Contract. In all
instances, qualifications for suggested staff changes should be comparable with those
being replaced.

WORK OFFICES
The EUTF project location is at 201 Merchant Street, Suite 1700, Honolulu, Hawaii
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96813. Normal business hours are between 7:45am and 4:30 pm, Hawaii Standard Time
(HST). Work plans shall be structured such that any need for, or involvement of the
EUTF staff is during normal business hours.

A significant portion of the work required is to be done on-site at State facilities, e.g.,
stakeholder meetings, interviews, briefings of monthly reports, observation, verification,
etc. — as such, Contractors shall take this into account when preparing their proposals.
Any proposed remote work must be identified in the Project Management Plan by the
Contractor and agreed to prior by State.

Contractor may utilize its own equipment including laptops, desktops and networks,
provided they are in accordance with the security benchmarks approved and allowed by
the EUTF’s HIPAA Security Officer and ETS. Reference the published ETS policies, that
currently prioritizes how to protect devices connecting to the NGN and 0365, DHRD
acceptable Use Policy.

Thttp://ets.hawaii.gov/policies/
2https://dhrd.hawaii.gov/wp-content/uploads/2012/11/0103001-090717.pdf

SECTION III: PROPOSAL INSTRUCTIONS

3.1 PROPOSAL FORMAT AND CONTENT

All Proposals must be submitted in the following format. Detailed information on
submitting each of these sections is contained in later sections of this RFP. Proposal
shall be submitted in size 12 Times New Roman font or equivalent.
1. Offer Checklist.
Complete and submit all items noted on the Offer Checklist.
2. Attachment 1; Offer Form, OF-1
Offeror shall complete and sign OF-1 Offer Form.
3. Attachment 2; Offer Form, OF-2
Offeror shall complete OF-2 Form.
4. Table of Contents

A Table of Contents must be included with each proposal. All major parts of the
proposal shall be identified by referencing page number.

5. Executive Summary

The executive summary [not to exceed one (1) page] is to briefly describe the
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Offeror's Proposal. This summary should highlight the major features of the Proposal.
Response should demonstrate the Offeror’s understanding of and ability to meet the
Requirements of the RFP. The State should be able to determine the essence of the
Proposal by reading the executive summary.

The Offeror shall also include the name and contact information of the person the
State should contact regarding the Offeror’s proposal.

. Firm’s Experience and Capability

a. Three (3) references for IV&V projects or enterprise Health Benefit
Administration System projects, including:

a. Organization name

b. Project Title and Summarized Description of Work
c. Start/End Dates

d. Point of Contact Name, Title, Email, Phone

b. Description of company experience in, including number of years of technical
and industry experience showing knowledge of and proficiency in:

a. IV&V
b. Health Benefit Administration System implementations
Staff Qualifications

Submit resumes of individuals who will perform the activities described in the RFP,
reflecting the qualifications sought in this RFP. Contractor must identify any
subcontractor that will be used and include the name of the company, telephone
number, contact person, and type of work subcontractor will perform. When
requested by the State, Contractor shall provide additional information (such as
references, staff resumes, etc.) on subcontractor.

Technical Approach

Include proposed methodology to fulfill the RFP requirements, demonstrating an
understanding of the outlined deliverables.

a) Offeror is expected to provide as much detail as necessary for the State to
gain a solid understanding of how Offeror proposes to meet the requirements
for the IV&V Work, i.e., overall approach and philosophy, benchmarks and
measurement, anticipated activities and tasks, number of personnel
assigned/involved at each stage, identification of who is performing work
(prime vs. subcontractor(s)), on-site work vs. off-site work, description of
reports, briefings, etc. Provide formats or samples of an assessment report
and/or IV&V periodic review report.

b) Must also include a project organization chart and staffing approach (to
include all subcontractors).

c) A significant portion of the work required is to be done on-site at State
facilities, e.g., stakeholder meetings, interviews, briefings of quarterly
reports, observation and verification. Any proposed remote work must be
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9.

10.

11.

12.

13.

identified by the Contractor and agreed to prior by State. In the event the
Offeror wishes to propose that certain portions of the requested IV&V Work
be performed offsite, the Offeror’s proposal shall include a detailed
description of how such offsite work will be managed, what portions of the
work will be performed offsite, the location of such offsite work and the
savings for the State that can be achieved if the work is performed offsite,
provided that, the State shall in no way be obligated to accept any such
condition.

Price

State is seeking a Contractor to accomplish the requirements of this RFP for the
initial term for all costs. Contractor will propose a total price for which all proposed
activities in the proposal will be accomplished during the initial term (24 months)
of the contract. A lower price will apply to the one (1) option period of 12 months.

Deliverable-based payments to Contractor will be made based on agreed-upon
IV&V Work Schedule.

Conflict of Interest Exclusion - Attestation
Offer must provide attestation, as described in Section 1.14.
Satisfactory Evidence of Financial and Organizational Stability.

Offeror shall provide the required information as described in Section 1.15 and
shall disclose any prior and pending litigation to which it is a party, including the
disclosure of any outstanding judgments. If applicable, please explain.

Attachment 3; Exceptions

Offeror shall list any exceptions taken to the terms, conditions, specifications, or
other requirements contained in this RFP. Offeror shall reference the RFP section
where exception is taken, describe the exception, the proposed alternative, and the
reason for the proposed alternative. Failure to note any exception means that
Offeror accepts and will comply with every term, condition and requirement of this
RFP. The State reserves the right to not accept any exceptions or alternative
proposals by an Offeror.

Attachment 4; Confidential Information

All confidential, protected or proprietary information must be included in this section
of proposal. Do not incorporate protected information throughout the Proposal.
Rather, provide a reference in the proposal directing State to the specific area of this
protected Information section. If Offeror believes that any portion of its proposal,
offer, specification, protest, or correspondence contains information that should be
withheld as confidential, then the Procurement Officer should be so advised in
writing and shall be furnished with justification for confidential status. Price is not
considered confidential and shall not be withheld. Information included in the
Confidential, Protected or Proprietary Information section of an Offeror’s proposal
is not automatically accepted as protected. All information identified in the section
will be subject to review by the State in accordance with the procedures prescribed
by the State’s open records statute, freedom of information act, or similar law and
applicable procurement rules.
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14. Hawaii Compliance Express (HCE)

Offer must provide information as described in section 1.22

3.2 OFFEROR’S TERMS AND CONDITIONS

Offerors shall not submit Offeror's terms and conditions, standard contracts or other
agreements. General references to such terms or attempts at complete substitution of
such terms may be declared non-responsive and result in the rejection of Offeror's
proposal.

3.3 SUBMISSION OF REQUESTED INFORMATION AND DOCUMENTS

If any additional information is required by the State regarding any aspect of Offeror's
proposal, it shall be provided within two (2) business days after requested.

3.4 HEALTH INSURANCE PORTABILITY AND ACCOUNTABILITY ACT
(HIPAA) COMPLIANCE

All OFFEROR systems and services must be in compliance with the HIPAA, Privacy,
and Security regulations on the appropriate dates established by the Department of Health
& Human Services. A copy of the EUTF’s standard BAA is attached as Exhibit B to this
RFP. The successful OFFEROR shall be required to sign the BAA.

SECTION IV: PROPOSAL EVALUATION

4.1 INTRODUCTION

State will consider all responsive and responsible proposals received to determine the best
value to the government. Best value means the most advantageous offer determined by
evaluating and comparing all relevant criteria in addition to price so that the offer meeting
the overall combination that best meets the State's needs is selected. Offerors’ responses
will be evaluated based on the completeness of the response and ability to meet or exceed
the specifications and requirements. A proposal may be excluded from consideration for
award for any of the following reasons as this reflects an inherent lack of technical
competence or indicates a failure to comprehend the requirements as set forth in this RFP:
failing to comply with any condition or requirement listed, unjustifiable price structure,
unreasonable technical or schedule commitments. The criteria listed below will be used
in evaluating best value.
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4.2

PHASE 1 - EVALUATION OF PROPOSALS

EVALUATION PROCESS

The evaluation will be based solely on Section IV: Proposal Evaluation. The
evaluation committee of at least three (3) qualified State employees selected by ETS
will review and evaluate all proposals submitted by the Proposal Due Date as specified
in this RFP.

The evaluation will be conducted in six (6) phases:

Phase 1 - Evaluation of OFFEROR’s proposal

Phase 2 - Establishment of PRIORITY-LISTED OFFERORS

Phase 3 - Discussion and/or Clarification with PRIORITY-LISTED OFFERORS
(Optional)

Phase 4 - Best and Final Offer (if applicable)

Phase 5 - Final Evaluation of Proposals

Phase 6 - Recommendation for Award

EVALUATION CRITERIA AND POSSIBLE POINTS

Evaluation Criteria Possible Points
Staff Qualifications 40
Company Experience 20
Technical Approach 20
Price 20
Total Possible Points 100

EVALUATION CRITERIA

a. Staff Qualifications — 40 points maximum. The level of proposed staff qualifications
and experience will be evaluated according to the following range determinations,
with possible adjustments made plus or minus:

o 100% of possible points = Comprehensive explanatory descriptions; exceeds
requirements

o 80% of possible points = Satisfactory explanatory descriptions; meets
requirements

o 50% of possible points = Satisfactory explanatory descriptions; some
requirements not met

o 25% of possible points = Insufficient explanatory descriptions and/or some
information missing; some requirements not met

b. Company Experience — 20 points maximum. The level of company experience,

including verifiable references, will be evaluated according to the following range
determinations, with possible adjustments made plus or minus:

32



4.3

4.4

o 100% of possible points = Comprehensive explanatory descriptions; exceeds
requirements

o 80% of possible points = Satisfactory explanatory descriptions; meets
requirements

o 50% of possible points = Satisfactory explanatory descriptions; some
requirements not met

o 25% of possible points = Insufficient explanatory descriptions and/or some
information missing; some requirements not met

c. Technical Approach — 20 points maximum. The technical approach will be evaluated
according to the following range determinations, with possible adjustments made
plus or minus:

o 100% of possible points = Comprehensive explanatory descriptions; exceeds
requirements

o 80% of possible points = Satisfactory explanatory descriptions; meets
requirements

o 50% of possible points = Satisfactory explanatory descriptions; some
requirements not met

o 25% of possible points = Insufficient explanatory descriptions and/or some
information missing; some requirements not met

d. Price — 20 points maximum. Offeror’s price quote must reasonably align to the
proposed technical approach and requirements/deliverables of the RFP to be
considered. Price quotes that are determined to be insufficient or unreasonable will
not receive any points. The Offeror submitting the lowest price quote will
automatically receive the maximum number of points allocated to price calculation,
twenty (20) points. The point allocations for price calculation on the other quotes will
be determined through the following method:

[Lowest Price X 20 points (maximum)] / [Offeror’s Quote

PHASE 2 - ESTABLISHMENT OF PRIORITY-LISTED OFFERORS

The evaluation committee will evaluate all proposals and establish a priority list of
OFFERORS who received the best preliminary evaluations. If more than three proposals
are received, a priority list of not less than three OFFERORS submitting the highest ranked
proposals shall be generated. The evaluation committee may have additional discussions
with priority-listed Offerors prior to the submission of the best and final offers.

PHASE 3 - DISCUSSION AND/OR CLARIFICATION WITH PRIORITY-LISTED
OFFERORS (OPTIONAL)

If during discussions there is a need for any substantial clarification or change in the RFP,
the RFP shall be amended by an addendum to incorporate the clarification or change.
Addenda to the RFP shall be distributed only to PRIORITY-LISTED OFFERORS.
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4.5

4.6

4.7

4.8

Thereafter, the PRIORITY-LISTED OFFERORS shall be permitted to submit new
proposals or amend those submitted. The contents of any proposal shall not be disclosed
to competing OFFERORS during discussions.

PHASE 4 - BEST AND FINAL OFFER (IF APPLICABLE)

The evaluation committee will establish a date and time for the PRIORITY-LISTED
OFFERORS to submit their BAFO. A BAFO shall be submitted only once, unless the
HOPA determines in writing that it is in ETS’s best interest to conduct additional
discussions or change the EUTF's requirements by an addendum distributed only to the
PRIORITY-LISTED OFFERORS and require another submission of a BAFO. Otherwise,
no discussion or changes in the BAFOs will be allowed prior to award.

If a PRIORITY-LISTED OFFEROR does not submit a notice of withdrawal or another
BAFO, their immediate previous offer will be construed as their BAFO.

After BAFOs are received, final evaluations will be conducted.
PHASE 5 - FINAL EVALUATION OF PROPOSALS

During this phase, the evaluation committee will conduct final evaluations of the
PRIORITY-LISTED OFFERORS?’ proposals in accordance with the criteria listed in Phase
1.

RECOMMENDATION FOR AWARD

The Evaluation Committee will evaluate and determine which proposal meets the
requirements of this RFP will be most advantageous to ETS. The Evaluation Committee
will thereafter prepare a report summarizing its findings and rankings and make a final
recommendation to the Chief Information Officer as to the selection of the Contractor and
award of the Project contract.

NOTIFICATION OF AWARD; NON-SELECTED OFFEROR

Upon award to the successful OFFEROR, ETS will publicly post a notice of award on
HANDS. ETS will also provide written notification of the award to any unsuccessful
OFFEROR(s). ETS is not responsible for delays or non-receipt of such notification.
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SECTION V: ATTACHMENTS AND EXHIBITS

5.1 ATTACHMENT & EXHIBITS

e Attachment 1:
e Attachment 2:
e Attachment 3:
e Attachment 4:
e Attachment 5:
e Exhibit A:
e Exhibit B:
e Exhibit C:
e Exhibit D:

OFFER FORM, OF-1

OFFER FORM, OF-2

EXCEPTIONS

CONFIDENTIAL INFORMATION
GUIDELINES FOR MONTHLY REPORTS
Contract Form and General Conditions
Business Associate Agreement

Feasibility Study Report

EUTF Administrative Rules
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ATTACHMENT 1 - OFFER FORM OF-1
OFFER FORM

FOR RFP-19-010
TO PROVIDE INDEPENDENT VERIFICATION & VALIDATION (IV&V) SERVICES FOR THE
IMPLEMENTATION OF A HEALTH BENEFITS ADMINISTRATION SYSTEM FOR THE STATE OF
HAWAI‘I

Chief Information Officer

Department of Accounting and General Services
Office of Enterprise Technology Services

State of Hawaii

Honolulu, Hawaii 96813

Dear Sir:

The undersigned has carefully read and understands the terms and conditions specified in the Specifications, Special
Provisions, and in the General Conditions, Form AG-008 103D (Rev. 02/xx/14) attached to RFP-19-010; and hereby submits
the following offer to perform the work specified herein, all in accordance with the true intent and meaning thereof.

The undersigned further understands and agrees that by submitting this offer, 1) he/she is declaring his/her offer is not in
violation of Chapter 84, Hawai‘i Revised Statutes, concerning prohibited State contracts, and 2) he/she is certifying that the
price(s) submitted was (were) independently arrived at without collusion.

Date: Respectfully submitted,
Telephone No.:

Fax No.:

E-mail Address: Exact Legal Name of Bidder

Payment address, if other than street
address at right:

Authorized Signature (Original)

Title

Street Address

Hawaii General Excise Tax Lic. I.D. No.:

City, State, Zip Code

Social Security or Federal .D. No.:

If Offeror shown above is a "dba" or a "division" of a corporation, furnish the exact legal name of the corporation under
which the contract, if awarded, will be executed:

Offeror is: Individual Partnership Corporation Joint Venture Other
(specify)



State of incorporation:  Hawai‘i *Other

(Specify jurisdiction)

*If "other", is corporate seal available in Hawai‘i? Yes No



ATTACHMENT 2 - OFFER FORM OF-2

The following Firm Fixed Price offer is hereby submitted for RFP No. 19-010 , INDEPENDENT
VERIFICATION & VALIDATION (IV&V) SERVICES FOR THE IMPLEMENTATION OF A
HEALTH BENEFITS ADMINISTRATION SYSTEM as specified herein:

The proposed prices submitted below for services related to the consulting services shall be paid to the
selected Contractor. No other request for payment shall be honored. Contractor(s) shall be
responsible for all taxes, fees, licenses, insurance, supplies, travel, and other costs. No other claims
for payment shall be honored.

The services detailed in the Scope of Work should form the basis for the proposed price and should be
referred to for a detailed description of the services required of the successful OFFEROR. A breakdown
of the contract cost should be provided as an attachment.

Base Years Cost (24 months)
e V&V Services $

Optional — 1% extension (Cost for 12 months) ~ $

3-Year Total Cost: $

The OFFEROR shall specify in its proposal the desired compensation for each of the above costs. If the ETS
does not exercise its right to any or all of the extensions of the contract above, OFFEROR’s final
compensation shall be for the contract termination date as specified in this RFP.

Note: Pricing shall include labor, materials, supplies, travel, all applicable taxes including the Hawaii
General Excise Tax, and any other costs incurred to provide the specified services.

Point of Contact:

Telephone Number: Fax Number

Email Address:




ATTACHMENT 3 - EXCEPTIONS

RFP No. 19-010 —Independent Verification & Validation (IV&V) Services for the Implementation of a Health Benefits
Administration System

STATE OF HAWAIL, DEPARTMENT OF ACCOUNTING AND GENERAL SERVICES
OFFICE OF ENTERPRISE TECHNOLOGY SERVICES (ETS)

Should OFFEROR take any exception to the terms, conditions, specifications, or other requirements listed in the
RFP, OFFEROR shall list such exceptions in the space below. OFFEROR shall reference the RFP section
where the exception is taken, a description of the exception taken, the proposed alternative, and the reason for the
proposed alternative. The State reserves the right to accept or reject any request for exceptions.



ATTACHMENT 4 — CONFIDENTIAL INFORMATION

RFP No. 19-010 —Independent Verification & Validation (IV&V) Services for the Implementation of a Health Benefits
Administration System

STATE OF HAWAIL, DEPARTMENT OF ACCOUNTING AND GENERAL SERVICES
OFFICE OF ENTERPRISE TECHNOLOGY SERVICES (ETS)

List all information believed to be confidential and not to be disclosed to the public. Identify the page numbers
and sections in the proposal where the information is located and the reason for confidentiality.



-ATTACHMENT S GUIDELINES FOR MONTHLY REPORTS

RFP No. 19-010_ —Independent Verification & Validation (IV&V) Services for the Implementation of a Health Benefits
Administration System

STATE OF HAWAIL, DEPARTMENT OF ACCOUNTING AND GENERAL SERVICES
OFFICE OF ENTERPRISE TECHNOLOGY SERVICES (ETS)

Project Management

Task Item Task # Task Description
Project PM-1 Assess and recommend improvement, as needed, to assure continuous executive
Sponsorship stakeholder buy-in, participation, support and commitment, and that open pathways of
communication exist among all stakeholders.
Project PM-2 Verify that executive sponsorship has bought-in to all changes which impact project
Sponsorship objectives, cost, or schedule.
Management PM-3 Verify and assess project management and organization, verify that lines of reporting and
Assessment responsibility provide adequate technical and managerial oversight of the project.
Management PM-4 Evaluate project progress, resources, budget, schedules, work flow, and reporting.
Assessment
Management PM-5 Assess coordination, communication and management to verify agencies and departments
Assessment are not working independently of one another and following the communication plan.
Project PM-6 Verify that a Project Management Plan is created, has been accepted, and is being
Management followed. Evaluate the project management plans and procedures to verify that they are
developed, communicated, implemented, monitored and complete.
Project PM-7 Evaluate project reporting plan and actual project reports to verify project status is
Management accurately traced using project metrics.
Project PM-8 Verify milestones and completion dates are planned, monitored, and met.
Management
PM-9 Verify the existence and institutionalization of an appropriate project issue tracking
Project mechanism that documents issues as they arise, enables communication of issues to
Management proper stakeholders, documents a mitigation strategy as appropriate, and tracks the issue
to closure. This should include but is not limited to technical and development efforts.
Project PM-10 |Evaluate the system’s planned life-cycle development methodology or methodologies
Management (waterfall, evolutionary spiral, rapid prototyping, incremental, etc.) to see if they are
appropriate for the system being developed.
Business Process |PM-11  |Evaluate the project’s ability and plans to redesign business systems to achieve
Reengineering improvements in critical measures of performance, such as cost, quality, service, and
speed.
Business Process [PM-12  [Verify that the reengineering plan has the strategy, management backing, resources, skills
Reengineering and incentives necessary for effective change.
. PM-13  |Verify that resistance to change is anticipated and prepared for by using principles of
Business Process L S
. . change management at each step (such as excellent communication, participation,
Reengineering . . . . . . - .
incentives) and having the appropriate leadership (executive pressure, vision, and actions)
throughout the reengineering process.
Risk PM-14  |Verify that a Project Risk Management Plan is created and being followed. Evaluate the
Management projects risk management plans and procedures to verify that risks are identified and
quantified and that mitigation plans are developed, communicated, implemented,
monitored, and complete.




Task Item Task# |Task Description

Change PM-15  |Verify that a Change Management Plan is created and being followed. Evaluate the

Management change management plans and procedures to verify they are developed, communicated,
implemented, monitored, and complete; and that resistance to change is anticipated and
prepared for.

Communication [PM-16 |Verify that a Communication Plan is created and being followed. Evaluate the

Management communication plans and strategies to verify they support communications and work
product sharing between all project stakeholders; and assess if communication plans and
strategies are effective, implemented, monitored and complete.

Configuration |PM-17 |Review and evaluate the configuration management (CM) plans and procedures

Management associated with the development process.

Configuration |PM-18 |Verify that all critical development documents, including but not limited to requirements,

Management design, code and JCL are maintained under an appropriate level of control.

Configuration |PM-19 |Verify that the processes and tools are in place to identify code versions and to rebuild

Management system configurations from source code.

Configuration |PM-20 |Verify that appropriate source and object libraries are maintained for training, test, and

Management production and that formal sign-off procedures are in place for evaluating acceptability of
and approving deliverables.

Configuration |[PM-21 |Verify that appropriate processes and tools are in place to manage system changes,

Management including formal logging of change requests and the review, prioritization and timely
scheduling of maintenance actions.

Configuration [PM-22 |Verify that mechanisms are in place to prevent unauthorized changes being made to the

Management system and to prevent authorized changes from being made to the wrong version.

Configuration |PM-23 |Review the use of CM information (such as the number and type of corrective

Management maintenance actions over time) in project management.

Project PM-24  |Evaluate and make recommendations on the estimating and scheduling process of the

Estimating and project to ensure that the project budget and resources are adequate for the work-

Scheduling breakdown structure and schedule.

Project PM-25  |Verify the schedules to assure that adequate time and resources are assigned for planning,

[Estimating and development, review, testing and rework.

Scheduling

Project PM-26 |Examine historical data to determine if the project/department has been able to accurately

[Estimating and estimate the time, labor and cost of software development efforts.

Scheduling

Project PM-27 |Examine the job assignments, skills, training and experience of the personnel involved in

Personnel program development to verify that they are adequate for the development task.

Project PM-28  |Evaluate the staffing plan for the project to verify that adequate human resources will be

Personnel available for development and maintenance.

Project PM-29 |Evaluate the State’s personnel policies to verify that staff turnover will be minimized.

Personnel

Project PM-30 |Verify that lines of reporting and responsibility provide adequate technical and managerial

Organization oversight of the project.

Project PM-31  |Verify that the project’s organizational structure supports training, process definition,

Organization independent Quality Assurance, Configuration Management, product evaluation, and any

other functions critical for the project’s success.




Task Item Task# |Task Description

Subcontractors |PM-32  |Evaluate the use of sub-contractors or other external sources of project staff (such as IS

and External staff from another State organization) in project development.

Staff

Subcontractors [PM-33  |Verify that the obligations of sub-contractors and external staff (terms, conditions,

and External statement of work, requirements, standards, development milestones, acceptance criteria,

Staff delivery dates, etc.) are clearly defined.

Subcontractors |[PM-34  |Verify that the subcontractors’ software development methodology and product standards

and External are compatible with the system’s standards and environment.

Staff

Subcontractors |PM-35 |Verify that each subcontractor has and maintains the required skills, personnel, plans,

and External resources, procedures and standards to meet their commitment. This will include

Staff examining the feasibility of any offsite support of the project

Subcontractors |[PM-36 |Verify that any proprietary tools used by subcontractors do not restrict the future

and External maintainability, portability, and reusability of the system.

Staff

State Oversight |[PM-37 |Verify that State oversight is provided in the form of periodic status reviews and technical
interchanges.

State Oversight |PM-38  |Verify that the State has defined the technical and managerial inputs the subcontractor
needs (reviews, approvals, requirements and interface clarifications, etc.) and has the
resources to supply them on schedule.

State Oversight |PM-39  |Verify that State staff has the ultimate responsibility for monitoring project cost and
schedule.

Quality Management

Task Item Task# |Task Description

Quality QA-1 Evaluate and make recommendations on the project’s Quality Assurance plans,

Assurance procedures and organization.

Quality QA-2 Verify that QA has an appropriate level of independence from project management.

Assurance

Quality QA-3 Verify that the QA organization monitors the fidelity of all defined processes in all phases

Assurance of the project.

Quality QA4 Verify that the quality of all products produced by the project is monitored by formal

Assurance reviews and sign-offs.

Quality QA-5 Verify that project self-evaluations are performed and that measures are continually taken

Assurance to improve the process.

Quality QA-6 Verify that QA has an appropriate level of independence; evaluate and make

Assurance recommendations on the project’s Quality Assurance plans, procedures and organization.

Quality QA-7 Evaluate if appropriate mechanisms are in place for project self-evaluation and process

Assurance improvement.




Task Item Task# |Task Description
Process QA-8 Review and make recommendations on all defined processes and product standards
Definition and associated with the system development.
Product
Standards
Process QA-9 Verify that all major development processes are defined and that the defined and approved
Definition and processes and standards are followed in development.
Product
Standards
Process QA-10  [Verify that the processes and standards are compatible with each other and with the
Definition and system development methodology.
Product
Standards
Process QA-11 Verify that all process definitions and standards are complete, clear, up-to-date, consistent
Definition and in format, and easily available to project personnel
Product
Standards

Training
Task Item Task# |Task Description
User Training (TR-1 Review and make recommendations on the training provided to system users. Verify
and sufficient knowledge transfer for maintenance and operation of the new system.
Documentation
User Training  [TR-2 Verify that training for users is instructor-led and hands-on and is directly related to the
and business process and required job skills.
Documentation
User Training  [TR-3 Verify that user-friendly training materials and help desk services are easily available to
and all users.
Documentation
User Training |TR-4 Verify that all necessary policy and process and documentation is easily available to
and users.
Documentation
User Training |TR-5 Verify that all training is given on-time and is evaluated and monitored for effectiveness,
and with additional training provided as needed.
Documentation
Developer TR-6 Review and make recommendations on the training provided to system developers.
Training and
Documentation
Developer TR-7 Verify that developer training is technically adequate, appropriate for the development
Training and phase, and available at appropriate times.
Documentation
Developer TR-8 Verify that all necessary policy, process and standards documentation is easily available
Training and to developers.
Documentation
Developer TR-9 Verify that all training is given on-time and is evaluated and monitored for effectiveness,

Training and
IDocumentation

with additional training provided as needed.




Requirements Management

Task Item Task# |Task Description

Requirements RM-1 Evaluate and make recommendations on the project’s process and procedures for

Management managing requirements.

Requirements RM-2 Verify that system requirements are well-defined, understood and documented.

Management

Requirements RM-3 Evaluate the allocation of system requirements to hardware and software requirements.

Management

. RM-4 Verify that software requirements can be traced through design, configuration and test

Requirements . . .

Management phases to verify that the system performs as intended and contains no unnecessary
software elements.

Requirements RM-5 Verify that requirements are under formal configuration control.

Management

Security RM-6 Evaluate and make recommendations on project policies and procedures for ensuring that

Requirements the system is secure and that the privacy of client data is maintained.

Security RM-7 Evaluate the project's restrictions on system and data access.

Requirements

Security RM-8 Evaluate the project’s security and risk analysis.

Requirements

Security RM-9 Verify that processes and equipment are in place to back up client and project data and

Requirements files and archive them safely at appropriate intervals.

Requirements |RM-10 |Verify that an analysis of client, State and federal needs and objectives has been

Analysis performed to verify that requirements of the system are well understood, well defined, and
satisfy federal regulations.

Requirements RM-11 |Verify that all stakeholders have been consulted to the desired functionality of the system,

IAnalysis and that users have been involved in prototyping of the user interface.

Requirements RM-12  |Verify that all stakeholders have bought-in to all changes which impact project objectives,

lAnalysis cost, or schedule.

Requirements RM-13  |Verify that performance requirements (e.g. timing, response time and throughput) satisfy

Analysis user needs

Requirements RM-14  |Verify that user’s maintenance requirements for the system are completely specified

Analysis

Interface RM-15 |Verify that all system interfaces are exactly described, by medium and by function,

Requirements including input/output control codes. data format, polarity, range, units, and frequency.

Requirements RM-16 |Verify those approved interface documents are available and that appropriate relationships

Analysis (such as interface working groups) are in place with all agencies and organizations
supporting the interfaces.

Requirements [RM-17  [Verify that all system requirements have been allocated to either a software or hardware

Allocation and subsystem.

Specification RM-18 |Verify that requirements specifications have been developed for all hardware and software
subsystems in a sufficient level of detail to ensure successful implementation.

Reverse RM-19 |If a legacy system or a transfer system is or will be used in development, verify that a

Engineering well-defined plan and process for reengineering the system is in place and is followed.

The process, depending on the goals of the reuse/transfer, may include reverse
engineering, code translation, re-documentation, restructuring, normalization, and re-
targeting.




Operating Environment

Task Item Task# |Task Description

System OE-1 Evaluate new and existing system hardware configurations to determine if their

Hardware performance is adequate to meet existing and proposed system requirements.

System Hardware(OE-2 Determine if hardware is compatible with the State’s existing processing environment, if
it is maintainable, and if it is easily upgradeable. This evaluation will include, but is not
limited to, CPUs and other processors, memory, network connections and bandwidth,
communication controllers, telecommunications systems (LAN/WAN), terminals, printers
and storage devices.

System Hardware|OE-3 Evaluate current and projected vendor support of the hardware, as well as the State’s
hardware configuration management plans and procedures.

System Software |OE-4 Evaluate new and existing system software to determine if its capabilities are adequate to
meet existing and proposed system requirements.

System Software [OE-5 Determine if the software is compatible with the State’s existing hardware and software
environment, if it is maintainable, and if it is easily upgradeable. This evaluation will
include, but is not limited to, operating systems, middleware, and network software
including communications and file-sharing protocols.

System Software [(OE-6 Current and projected vendor support of the software will also be evaluated, as well as the
State's software acquisition plans and procedures.

Database OE-7 Evaluate new and existing database products to determine if their capabilities are adequate

Software to meet existing and proposed system requirements.

Database OE-8 Determine if the database’s data format is easily convertible to other formats, if it supports

Software the addition of new data items, if it is scalable, if it is easily refreshable and if it is
compatible with the State’s existing hardware and software, including any on-line
transaction processing (OLTP) environment.

Database OE-9 Evaluate any current and projected vendor support of the software, as well as the State’s

Software software acquisition plans and procedures.

System Capacity [OE-10 [Evaluate the existing processing capacity of the system and verify that it is adequate for
current statewide needs for both batch and on-line processing.

System Capacity [OE-11 Evaluate the historic availability and reliability of the system including the frequency and
criticality of system failure.

System Capacity |OE-12  |Evaluate the results of any volume testing or stress testing.

System Capacity |OE-13  |Evaluate any existing measurement and capacity planning program and evaluate the
system’s capacity to support future growth.

System Capacity |OE-14  |Make recommendations on changes in processing hardware, storage, network systems,

operating systems, COTS software, and software design to meet future growth and
improve system performance.

Development Environment

Task Item Task# |Task Description

Development DE-1 Evaluate new and existing development hardware configurations to determine if their
Hardware performance is adequate to meet the needs of system development.

Development DE-2 Determine if hardware is maintainable, easily upgradeable, and compatible with the
Hardware State’s existing development and processing environment. This evaluation will include,

but is not limited to, CPUs and other processors, memory, network connections and




Task Item Task# |Task Description
bandwidth, communication controllers, telecommunications systems (LAN/WAN),
terminals, printers and storage devices.

Development DE-3 Current and projected vendor support of the hardware will also be evaluated, as well as

Hardware the State’s hardware configuration management plans and procedures.

Development DE-4 Evaluate new and existing development software to determine if its capabilities are

Software adequate to meet system development requirements.

Development DE-§ Determine if the software is maintainable, easily upgradeable, and compatible with the

Software State’s existing hardware and software environment.

Development DE-6 Evaluate the environment as a whole to see if it shows a degree of integration compatible

Software with good development. This evaluation will include, but is not limited to, operating
systems, network software, CASE tools, project management software, configuration
management software, compilers, cross-compilers, linkers, loaders, debuggers, editors,
and reporting software.

Development DE-7 Language and compiler selection will be evaluated with regard to portability and

Software reusability (ANSI standard language, non-standard extensions, etc.)

Development DE-8 Current and projected vendor support of the software will also be evaluated’

Software

Software Development

Task Item Task# |Task Description

High-Level SD-1 Evaluate and make recommendations on existing high-level design products to verify the

Design design is workable, efficient, and satisfies all system and system interface requirements.

High-Level SD-2 Evaluate the design products for adherence to the project design methodology and

Design standards.

High-Level SD-3 Evaluate the design and analysis process used to develop the design and make

Design recommendations for improvements. Design standards, methodology and CASE tools
used will be evaluated and recommendations for improvements made.

High-Level SD-4 Verify that design requirements can be traced back to system requirements.

Design

High-Level SD-5 Verify that all design products are under configuration control and formally approved

Design before detailed design begins.

Detailed Design [SD-6 Evaluate and make recommendations on existing detailed design products to verify that
the design is workable, efficient, and satisfies all high-level design requirements.

Detailed Design |SD-7 The design products will also be evaluated for adherence to the project design
methodology and standards.

Detailed Design |SD-8 The design and analysis process used to develop the design will be evaluated and
recommendations for improvements made.

Detailed Design |SD-9 Design standards, methodology and CASE tools used will be evaluated and
recommendations made.

Detailed Design |[SD-10 Verify that design requirements can be traced back to system requirements and high-level
design.

Detailed Design |SD-11 Verify that all design products are under configuration control and formally approved
before coding begins.

Job Control SD-12 Perform an evaluation and make recommendations on existing job control and on the
process for designing job control.

Job Control SD-13 Evaluate the system’s division between batch and on-line processing with regard to




Task Item

Task #

Task Description

system performance and data integrity.

Job Control SD-14 Evaluate batch jobs for appropriate scheduling, timing and internal and external
dependencies.

Job Control SD-15 Evaluate the appropriate use of OS scheduling software.

Job Control SD-16 Verify that job control language scripts are under an appropriate level of configuration
control.

Code SD-17 Evaluate and make recommendations on the standards and processes currently in place for
code development.

Code SD-18 Evaluate the existing code base for portability and maintainability, taking software
metrics including but not limited to modularity, complexity and source and object size.

Code SD-19 Code documentation will be evaluated for quality, completeness (including maintenance
history) and accessibility.

Code SD-20 Evaluate the codi.ng §tandard§ and guid@lines al}d the proj ec.t’s corr%pli‘ance with these
standards and guidelines. This evaluation will include, but is not limited to, structure,
documentation, modularity, naming conventions and format.

Code SD-21 Verify that developed code is kept under appropriate configuration control and is easily
accessible by developers.

Code SD-22 Evaluate the project’s use of software metrics in management and quality assurance.

Unit Test SD-23 Evaluate the plans, requirements, environment, tools, and procedures used for unit testing
system modules.

Unit Test SD-24 Evaluate the level of test automation, interactive testing and interactive debugging
available in the test environment.

Unit Test SD-25 Verify that an appropriate level of test coverage is achieved by the test process, that test

results are verified, that the correct code configuration has been tested, and that the tests
are appropriately documented.

System and Acceptance Testing

Task Item Task# |Task Description

System ST-1 Evaluate the plans, requirements, environment, tools, and procedures used for integration

Integration Test testing of system modules.

System ST-2 Evaluate the level of automation and the availability of the system test environment.

Integration Test

System ST-3 Verify that an appropriate level of test coverage is achieved by the test process, that test

Integration Test results are verified, that the correct code configuration has been tested, and that the tests
are appropriately documented, including formal logging of errors found in testing.

System ST-4 Verify that the test organization has an appropriate level of independence from the

Integration Test development organization.

Pilot Test ST-5 Evaluate the plans, requirements, environment, tools, and procedures for pilot testing the
system.

Pilot Test ST-6 Verify that a sufficient number and type of case scenarios are used to ensure
comprehensive but manageable testing and that tests are run in a realistic, real-time
environment.

Pilot Test ST-7 Verify that test scripts are complete, with step-by-step procedures, required pre-existing
events or triggers, and expected results.

Pilot Test ST-8 Verify that test results are verified, that the correct code configuration has been used, and




Task Item Task# |Task Description
that the tests runs are appropriately documented, including formal logging of errors found
in testing.

Pilot Test ST-9 Verify that the test organization has an appropriate level of independence from the
development organization.

Interface Testing |ST-10 Evaluate interface testing plans and procedures for compliance with industry standards.

Acceptance and |ST-11 Acceptance procedures and acceptance criteria for each product must be defined,

Turnover reviewed, and approved prior to test and the results of the test must be documented.
Acceptance procedures must also address the process by which any software product that
does not pass acceptance testing will be corrected.

Acceptance and |ST-12 Verify that appropriate acceptance testing based on the defined acceptance criteria is

Turnover performed satisfactorily before acceptance of software products.

Acceptance and |[ST-13 Verify that the acceptance test organization has an appropriate level of independence from

Turnover the subcontractor.

Acceptance and (ST-14 Verify that training in using the contractor-supplied software will be on-going throughout

Turnover the development process, especially If the software is to be turned over to State staff for
operation.

Acceptance and |ST-15 Review and evaluate implementation plan.

Turnover

Data Management

Task Item

Task #

Task Description

Data Conversion

DM-1

Evaluate the State’s existing and proposed plans, procedures and software for data
conversion.

Data Conversion

DM-2

Verify that procedures are in place and are being followed to review the completed data
for completeness and accuracy and to perform data clean-up as required.

Data Conversion

DM-3

Determine conversion error rates and if the error rates are manageable.

Data Conversion

DM-4

Make recommendations on making the conversion process more efficient and on
maintaining the integrity of data during the conversion.

Database Design |DM-5 Evaluate new and existing database designs to determine if they meet existing and
proposed system requirements.

Database Design |DM-6 Recommend improvements to existing designs to improve data integrity and system
performance.

Database Design |DM-7 Evaluate the design for maintainability, scalability, upgradable, concurrence,
normalization (Where appropriate) and any other factors affecting performance and data
integrity.

Database Design |DM-8 Evaluate the project’s process for administering the database, including backup, recovery,

performance analysis and control of data item creation.

Operations Oversight

Task Item Task# |Task Description

Operational Change |(00-1 Evaluate system’s change requests and defect tracking processes.

Tracking 00-2 Evaluate implementation of the process activities and request volumes to determine if
processes are effective and are being followed.

Customer & User |00-3 Evaluate user satisfaction with system to determine areas for improvement

Operational




Task Item Task# |Task Description

Satisfaction

Operational Goals  |00-4 Evaluate impact of system on program goals and performance standards.
Operational 00-5 Evaluate operational plans and processes.

Documentation

Operational 00-6 Evaluate implementation of the process activities including backup, disaster recovery

Processes and
Activity

and day-to-day operations to verify the processes are being followed.
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CONTRACT FORM AND GENERAL CONDITIONS



STATE OF HAWAII

CONTRACT FOR GOODS OR SERVICES
BASED UPON
COMPETITIVE SEALED PROPOSALS

This Contract, executed on the respective dates indicated below, is effective as of
, , between

(Insert name of state department, agency, board or commission)

State of Hawaii ("STATE"), by its

{(Insert title of person signing for State)
(hereafter also referred to as the HEAD OF THE PURCHASING AGENCY or designee (“HOPA™)),
whose address is

and

("CONTRACTOR"), a

(Insert corporation, partnership, joint venture, sole proprietorship. or other legal form of the Contracior)

under the laws of the State of , whose business address and federal
and state taxpayer identification numbers are as follows:

RECITALS

A. The STATE desires to retain and engage the CONTRACTOR to provide the
goods or services, or both, described in this Contract and its attachments, and the CONTRACTOR is
agreeable to providing said goods or services or both.

B.  The STATE has issued a request for competitive sealed proposals, and has
received and reviewed proposals submitted in response to the request.

C. The solicitation for proposals and the selection of the CONTRACTOR were
made in accordance with section 103D-303, Hawaii Revised Statutes ("HRS"), Hawaii Administrative
Rules, Title 3, Department of Accounting and General Services, Subtitle- 11 ("HAR"), Chapter 122,
Subchapter 6, and applicable procedures established by the appropriate Chief Procurement Officer
("CPQ"). ‘

D. The CONTRACTOR has been identified as the responsible and responsive
offeror whose proposal is the most advantageous for the STATE, taking into consideration price and the
evaluation factors set forth in the request.

E.  Pursuant to , the STATE

(Legal authority to enter into this Contract)

is authorized to enter into this Contract.
F.  Money is available to fund this Contract pursuant to:

(1)
{Identify state sources)

or (2)

(Identify federal sources)
or both, in the following amounts:  State $
Federal $
NOW, THEREFORE, in consideration of the promises contained in this Contract, the
STATE and the CONTRACTOR agree as follows:

1. Scope of Services. The CONTRACTOR shall, in a proper and satisfactory
manner as determined by the STATE, provide all the goods or services, or both, set forth in the
request for competitive sealed proposals number ("RFP") and the CONTRACTOR'S
accepted proposal ("Proposal”), both of which, even if not physically attached to this Contract, are
made a part of this Contract.

2. Compensation. The CONTRACTOR shall be compensated for goods supplied

1

AG-004 Rev. 11/15/2005



or services performed, or both, under this Contract in a total amount not to exceed

DOLLARS
$ ), including approved costs incurred and taxes, at the time and in the manner set
forth in the RFP and CONTRACTOR'S Proposal.

3. Time of Performance. The services or goods required of the CONTRACTOR
under this Contract shall be performed and completed in accordance with the Time of Performance set
forth in Attachment-S3, which is made a part of this Contract.

4. Bonds. The CONTRACTOR [ ] is required to provide or [_] is not required to
provide: [_] a performance bond, [_] a payment bond, [_] a performance and payment bond in the
amount of DOLLARS (3 ).

5. Standards of Conduct Declaration. The Standards of Conduct Declaration of the
CONTRACTOR is attached to and made a part of this Contract.

6.  Other Terms and Conditions. The General Conditions and any Special
Conditions are attached to and made a part of this Contract. In the event of a conflict between the
General Conditions and the Special Conditions, the Special Conditions shall control. In the event of a
conflict among the documents, the order of precedence shall be as follows: (1) this Contract, including
all attachments and addenda; (2) the RFP, including all attachments and addenda; and (3) the Proposal.

7. - Liguidated Damages. Liquidated damages shall be assessed in the amount of

DOLLARS
% ) per day, in accordance with the terms of paragraph 9 of the General Conditions.
8. Notices. Any written notice required to be given by a party to this Contract

shall be (a) delivered personally, or (b) sent by United States first class mail, postage prepaid. Notice to
the STATE shall be sent to the HOPA'S address indicated in the Contract. Notice to the CONTRACTOR
shall be sent to the CONTRACTOR’S address indicated in the Contract. A notice shall be deemed to
have been received three (3) days after mailing or at the time of actual receipt, whichever is earlier. The
CONTRACTOR is responsible for notifying the STATE in writing of any change of address.

IN VIEW OF THE ABOVE, the parties execute this Contract by their signatures, on the
dates below, to be effective as of the date first above written.

STATE

(Signature)

(Print Name)

(Print Title)

{Date}

CONTRACTOR

{(Name of Contractor)

(Signature)

(Print Name)

(Print Title)

(Date)

APPROVED AS TO FORM:

Deputy Attorney General
*
Evidence of authority of the CONTRACTOR'S representative to sign this Contract for the CONTRACTOR must be aftached.
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STATE OF HAWAII

CONTRACTOR'S ACKNOWLEDGMENT

STATE OF

)
) SS.
COUNTY OF )

On this day of , before me appeared

and , to me
known, to be the person(s) described in and, who, being by me duly sworn, did say that he/she/they is/are

and of

, the

CONTRACTOR named in the foregoing instrument, and that he/she/they is/are authorized to sign said

instrument on behalf of the CONTRACTOR, and acknowledges that he/she/they executed said
instrument as the free act and deed of the CONTRACTOR.

(Signature)

{MNotary Stamp or Seal)
(Print Name)
Notary Public, State of
My commission expires:
Doc. Date: # Pages:
Notary Name: _ Circuit

Doc. Description:

Notary Signature Date
NOTARY CERTIFICATION
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STATE OF HAWAII

CONTRACTOR'S
STANDARDS OF CONDUCT DECLARATION

For the purposes of this declaration:
"Agency" means and includes the State, the legislature and its committees, all executive
departments, boards, commissions, committees, bureaus, offices; and all independent
commissions and other establishments of the state government but excluding the courts.

"Controlling interest” means an interest in a business or other undertaking which is sufficient in
fact to control, whether the interest is greater or less than fifty per cent (50%).

"Employee” means any nominated, appointed, or elected officer or employee of the State,
including members of boards, commissions, and committees, and employees under contract to
the State or of the constitutional convention, but excluding legislators, delegates to the
constitutional convention, justices, and judges. (Section 84-3, HRS).
On behalf of , CONTRACTOR, the
undersigned does declare as follows:

1. CONTRACTOR [_]is [ ] is not a legislator or an employee or a business in which a legislator
or an employee has a controlling interest. (Section 84-15(a), HRS).

2. CONTRACTOR has not been represented or assisted personally in the matter by an individual
who has been an employee of the agency awarding this Contract within the preceding two years
and who participated while so employed in the matter with which the Contract is directly
concerned. (Section 84-15(b), HRS).

3. CONTRACTOR has not been assisted or represented by a legislator or employee for a fee or other
compensation to obtain this Contract and will not be assisted or represented by a legislator or
employee for a fee or other compensation in the performance of this Contract, if the legislator or
employee had been involved in the development or award of the Contract. (Section 84-14 (d),
HRS).

4. CONTRACTOR has not been represented on matters related to this Contract, for a fee or other
consideration by an individual who, within the past twelve (12) months, has been an agency
employee, or in the case of the Legislature, a legislator, and participated while an employee or
legislator on matters related to this Contract. (Sections 84-18(b) and (c), HRS).

CONTRACTOR understands that the Contract to which this document is attached is voidable on behalf
of the STATE if this Contract was entered into in violation of any provision of chapter 84, Hawaii
Revised Statutes, commonly referred to as the Code of Ethics, including the provisions which are the
source of the declarations above. Additionally, any fee, compensation, gift, or profit received by any
person as a result of a violation of the Code of Ethics may be recovered by the STATE.

CONTRACTOR
" Reminder to Agency: If the "is" block is
checked and if the Contract involves goods or By
services of a value in excess of $10,000, the (Signature)
Contract must be awarded by competitive Print Name
sealed bidding under section 103D-302, HRS, . .
or a competitive sealed proposal under section Print Title
103D-303, HRS. Otherwise, the Agency may .
not award the Contract unless it posts a notice Name of Contractor
of its intent to award it and files a copy of the
notice with the State Ethics Commission. D
(Section 84-15(a), HRS). A ate
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Attachment - S1
STATE OF HAWAII

SCOPE OF SERVICES
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Attachment — S2
STATE OF HAWAII

COMPENSATION AND PAYMENT SCHEDULE
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Attachment — S3
STATE OF HAWAII

TIME OF PERFORMANCE
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Attachment — S4
STATE OF HAWAII

CERTIFICATE OF EXEMPTION
FROM CIVIL SERVICE

1. By Heads of Departments Delegated by the Director of the Department of Human Resources
Development (“DHRD”).*

Pursuant to a delegation of the authority by the Director of DHRD, I certify that the services to
be provided under this Contract, and the person(s) providing the services under this Contract are exempt
from the civil service, pursuant to § 76-16, Hawaii Revised Statutes (HRS).

{Signature) (Date)

(Print Name)

(Print Title)

* This part of the form may be used by all department heads and the heads of attached agencies to whom the Director
of DHRD expressly has delegated authority to certify § 76-16, HRS, civil service exemptions. The specific paragraph(s) of
§ 76-16, HRS, upon which an exemption is based should be noted in the contract file. If an exemption is based on
§ 76-16(b)(15), the contract must meet the following conditions:

(1) Itinvolves the delivery of completed work or product by or during a specific time;
(2) There is no employee-employer relationship; and
(3) The authorized funding for the service is from other than the "A" or personal services cost element.

NOTE: Not all attached agencies have received a delegation under § 76-16(b)(15). If in doubt, attached agencies should
check with the Director of DHRD prior to certifying an exemption under § 76-16(b)(15). Authority to certify exemptions
under §§76-16(b)(2), and 76-16(b)(12), HRS, has not been delegated; only the Director of DHRD may certify §§ 76-16(b)}(2),
and

76-16(b)(12) exemptions.

2. By the Director of DHRD, State of Hawaii.

1 certify that the services to be provided under this Contract, and the person(s) providing the
services under this Contract are exempt from the civil service, pursuant to §76-16, HRS.

(Signature) (Date)

(Print Name)

(Print Title, if designee of the Director of DHRD)
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GENERAL CONDITIONS

1. Coordination of Services by the STATE. The head of the purchasing agency (“HOPA”) (which term

includes the designee of the HOPA) shall coordinate the services to be provided by the CONTRACTOR in
order to complete the performance required in the Contract. The CONTRACTOR shall maintain
communications with HOPA at all stages of the CONTRACTOR'S work, and submit to HOPA for resolution
any questions which may arise as to the performance of this Contract. "Purchasing agency" as used in these
General Conditions means and includes any governmental body which is authorized under chapter 103D,
HRS, or its implementing rules and procedures, or by way of delegation, to enter into contracts for the
procurement of goods or services or both.

2. Relationship of Parties: Independent Contractor Status and Responsibilities, Including Tax Responsibilities.

a.

In the performance of services required under this Contract, the CONTRACTOR is an "independent
contractor," with the authority and responsibility to control and direct the performance and details of
the work and services required under this Contract; however, the STATE shall have a general right to
inspect work in progress to determine whether, in the STATE'S opinion, the services are being
performed by the CONTRACTOR in compliance with this Contract. Unless otherwise provided by
special condition, it is understood that the STATE does not agree to use the CONTRACTOR
exclusively, and that the CONTRACTOR is free to contract to provide services to other individuals
or entities while under contract with the STATE.

The CONTRACTOR and the CONTRACTOR'S employees and agents are not by reason of this
Contract, agents or employees of the State for any purpose, and the CONTRACTOR and the
CONTRACTOR'S employees and agents shall not be entitled to claim or receive from the State any
vacation, sick leave, retirement, workers' compensation, unemployment insurance, or other benefits
provided to state employees.

The CONTRACTOR shall be responsible for the accuracy, completeness, and adequacy of the
CONTRACTOR'S performance under this Contract. Furthermore, the CONTRACTOR intentionally,
voluntarily, and knowingly assumes the sole and entire liability to the CONTRACTOR'S employees
and agents, and to any individual not a party to this Contract, for all loss, damage, or injury caused by
the CONTRACTOR, or the CONTRACTOR'S employees or agents in the course of their
employment.

The CONTRACTOR shall be responsible for payment of all applicable federal, state, and county
taxes and fees which may become due and owing by the CONTRACTOR by reason of this Contract,
including but not limited to (i) income taxes, (ii) employment related fees, assessments, and taxes,
and (iii) general excise taxes. The CONTRACTOR also is responsible for obtaining all licenses,
permits, and certificates that may be required in order to perform this Contract.

The CONTRACTOR shall obtain a general excise tax license from the Department of Taxation, State
of Hawaii, in accordance with section 237-9, HRS, and shall comply with all requirements thereof.
The CONTRACTOR shall obtain a tax clearance certificate from the Director of Taxation, State of
Hawaii, and the Internal Revenue Service, U.S. Department of the Treasury, showing that all
delinquent taxes, if any, levied or accrued under state law and the Internal Revenue Code of 1986, as
amended, against the CONTRACTOR have been paid and submit the same to the STATE prior to
commencing any performance under this Contract. The CONTRACTOR shall also be solely
responsible for meeting all requirements necessary to obtain the tax clearance certificate required for
final payment under sections 103-53 and 103D-328, HRS, and paragraph 17 of these General
Conditions.

The CONTRACTOR is responsible for securing all employee-related insurance coverage for the
CONTRACTOR and the CONTRACTOR'S employees and agents that is or may be required by law,
and for payment of all premiums, costs, and other liabilities associated with securing the insurance
coverage.
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g. The CONTRACTOR shall obtain a certificate of compliance issued by the Department of Labor and
Industrial Relations, State of Hawaii, in accordance with section103D-310, HRS, and section 3-122-
112, HAR, that is current within six months of the date of issuance.

h. The CONTRACTOR shall obtain a certificate of good standing issued by the Department of
Commerce and Consumer Affairs, State of Hawaii, in accordance with section 103D-310, HRS, and
section 3-122-112, HAR, that is current within six months of the date of issuance.

1. In lieu of the above certificates from the Department of Taxation, Labor and Industrial Relations, and
Commerce and Consumer Affairs, the CONTRACTOR may submit proof of compliance through the
State Procurement Office’s designated certification process.

3. Personnel Requirements.

a. The CONTRACTOR shall secure, at the CONTRACTOR'S own expense, all personnel required to
perform this Contract.

b. The CONTRACTOR shall ensure that the CONTRACTOR'S employees or agents are experienced
and fully qualified to engage in the activities and perform the services required under this Contract,
and that all applicable licensing and operating requirements imposed or required under federal, state,
or county law, and all applicable accreditation and other standards of quality generally accepted in
the field of the activities of such employees and agents are complied with and satisfied.

4. Nondiscrimination. No person performing work under this Contract, including any subcontractor, employee,
or agent of the CONTRACTOR, shall engage in any discrimination that is prohibited by any applicable
federal, state, or county law.

5. Conflicts of Interest. The CONTRACTOR represents that neither the CONTRACTOR, nor any employee or
agent of the CONTRACTOR, presently has any interest, and promises that no such interest, direct or indirect,
shall be acquired, that would or might conflict in any manner or degree with the CONTRACTOR'S
performance under this Contract.

6. Subcontracts and Assignments. The CONTRACTOR shall not assign or subcontract any of the
CONTRACTOR'S duties, obligations, or interests under this Contract and no such assignment or subcontract
shall be effective unless (i) the CONTRACTOR obtains the prior written consent of the STATE, and (ii) the
CONTRACTOR'S assignee or subcontractor submits to the STATE a tax clearance certificate from the
Director of Taxation, State of Hawaii, and the Internal Revenue Service, U.S. Department of Treasury,
showing that all delinquent taxes, if any, levied or accrued under state law and the Internal Revenue Code of
1986, as amended, against the CONTRACTOR'S assignee or subcontractor have been paid. Additionally, no
assignment by the CONTRACTOR of the CONTRACTOR'S right to compensation under this Contract shall
be effective unless and until the assignment is approved by the Comptroller of the State of Hawaii, as
provided in section 40-58, HRS.

a. Recognition of a successor in interest. When in the best interest of the State, a successor in interest
may be recognized in an assignment contract in which the STATE, the CONTRACTOR and the
assignee or transferee (hereinafter referred to as the "Assignee") agree that:

(D) The Assignee assumes all of the CONTRACTOR'S obligations;

2) The CONTRACTOR remains liable for all obligations under this Contract but waives all
rights under this Contract as against the STATE; and

3) The CONTRACTOR shall continue to furnish, and the Assignee shall also furnish, all
required bonds.

b. Change of name. When the CONTRACTOR asks to change the name in which it holds this Contract

with the STATE, the procurement officer of the purchasing agency (hereinafter referred to as the
"Agency procurement officer") shall, upon receipt of a document acceptable or satisfactory to the
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Agency procurement officer indicating such change of name (for example, an amendment to the
CONTRACTOR'S articles of incorporation), enter into an amendment to this Contract with the
CONTRACTOR to effect such a change of name. The amendment to this Contract changing the
CONTRACTOR'S name shall specifically indicate that no other terms and conditions of this Contract
are thereby changed.

c. Reports. All assignment contracts and amendments to this Contract effecting changes of the
CONTRACTOR'S name or novations hereunder shall be reported to the chief procurement officer
(CPO) as defined in section 103D-203(a), HRS, within thirty days of the date that the assignment
contract or amendment becomes effective.

d. Actions affecting more than one purchasing agency. Notwithstanding the provisions of
subparagraphs 6a through 6c herein, when the CONTRACTOR holds contracts with more than one
purchasing agency of the State, the assignment contracts and the novation and change of name
amendments herein authorized shall be processed only through the CPO's office.

7. Indemnification and Defense. The CONTRACTOR shall defend, indemnify, and hold harmless the State of
Hawaii, the contracting agency, and their officers, employees, and agents from and against all liability, loss,
damage, cost, and expense, including all attorneys' fees, and all claims, suits, and demands therefore, arising
out of or resulting from the acts or omissions of the CONTRACTOR or the CONTRACTOR'S employees,
officers, agents, or subcontractors under this Contract. The provisions of this paragraph shall remain in full
force and effect notwithstanding the expiration or early termination of this Contract.

8. Cost of Litigation. In case the STATE shall, without any fault on its part, be made a party to any litigation
commenced by or against the CONTRACTOR in connection with this Contract, the CONTRACTOR shall
pay all costs and expenses incurred by or imposed on the STATE, including attorneys' fees.

9. Liquidated Damages. When the CONTRACTOR is given notice of delay or nonperformance as specified in
paragraph 13 (Termination for Default) and fails to cure in the time specified, it is agreed the CONTRACTOR
shall pay to the STATE the amount, if any, set forth in this Contract per calendar day from the date set for
cure until either (i) the STATE reasonably obtains similar goods or services, or both, if the CONTRACTOR is
terminated for default, or (ii) until the CONTRACTOR provides the goods or services, or both, if the
CONTRACTOR is not terminated for default. To the extent that the CONTRACTOR'S delay or
nonperformance is excused under paragraph 13d (Excuse for Nonperformance or Delay Performance),
liquidated damages shall not be assessable against the CONTRACTOR. The CONTRACTOR remains liable
for damages caused other than by delay.

10. STATE'S Right of Offset. The STATE may offset against any monies or other obligations the STATE owes
to the CONTRACTOR under this Contract, any amounts owed to the State of Hawaii by the CONTRACTOR
under this Contract or any other contracts, or pursuant to any law or other obligation owed to the State of
Hawaii by the CONTRACTOR, including, without limitation, the payment of any taxes or levies of any kind
or nature. The STATE will notify the CONTRACTOR in writing of any offset and the nature of such offset.
For purposes of this paragraph, amounts owed to the State of Hawaii shall not include debts or obligations
which have been liquidated, agreed to by the CONTRACTOR, and are covered by an installment payment or
other settlement plan approved by the State of Hawaii, provided, however, that the CONTRACTOR shall be
entitled to such exclusion only to the extent that the CONTRACTOR is current with, and not delinquent on,
any payments or obligations owed to the State of Hawaii under such payment or other settlement plan.

11. Disputes. Disputes shall be resolved in accordance with section 103D-703, HRS, and chapter 3-126, Hawaii
Administrative Rules ("HAR"), as the same may be amended from time to time.

12. Suspension of Contract. The STATE reserves the right at any time and for any reason to suspend this
Contract for any reasonable period, upon written notice to the CONTRACTOR in accordance with the
provisions herein.

a. Order to stop performance. The Agency procurement officer may, by written order to the
CONTRACTOR, at any time, and without notice to any surety, require the CONTRACTOR to stop
all or any part of the performance called for by this Contract. This order shall be for a specified
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period not exceeding sixty (60) days after the order is delivered to the CONTRACTOR, unless the
parties agree to any further period. Any such order shall be identified specifically as a stop
performance order issued pursuant to this section. Stop performance orders shall include, as
appropriate: (1) A clear description of the work to be suspended; (2) Instructions as to the issuance of
further orders by the CONTRACTOR for material or services; (3) Guidance as to action to be taken
on subcontracts; and (4) Other instructions and suggestions to the CONTRACTOR for minimizing
costs. Upon receipt of such an order, the CONTRACTOR shall forthwith comply with its terms and
suspend all performance under this Contract at the time stated, provided, however, the
CONTRACTOR shall take all reasonable steps to minimize the occurrence of costs allocable to the
performance covered by the order during the period of performance stoppage. Before the stop
performance order expires, or within any further period to which the parties shall have agreed, the
Agency procurement officer shall either:

(D) Cancel the stop performance order; or

(2) Terminate the performance covered by such order as provided in the termination for default
provision or the termination for convenience provision of this Contract.

b. Cancellation or expiration of the order. If a stop performance order issued under this section is
cancelled at any time during the period specified in the order, or if the period of the order or any
extension thereof expires, the CONTRACTOR shall have the right to resume performance. An
appropriate adjustment shall be made in the delivery schedule or contract price, or both, and the
Contract shall be modified in writing accordingly, if:

(D) The stop performance order results in an increase in the time required for, or in the
CONTRACTOR'S cost properly allocable to, the performance of any part of this Contract;
and

) The CONTRACTOR asserts a claim for such an adjustment within thirty (30) days after the
end of the period of performance stoppage; provided that, if the Agency procurement officer
decides that the facts justify such action, any such claim asserted may be received and acted
upon at any time prior to final payment under this Contract.

c. Termination of stopped performance. If a stop performance order is not cancelled and the
performance covered by such order is terminated for default or convenience, the reasonable costs
resulting from the stop performance order shall be allowable by adjustment or otherwise.

d. Adjustment of price. Any adjustment in contract price made pursuant to this paragraph shall be
determined in accordance with the price adjustment provision of this Contract.

13. Termination for Default.

a. Default. Ifthe CONTRACTOR refuses or fails to perform any of the provisions of this Contract with
such diligence as will ensure its completion within the time specified in this Contract, or any
extension thereof, otherwise fails to timely satisfy the Contract provisions, or commits any other
substantial breach of this Contract, the Agency procurement officer may notify the CONTRACTOR
in writing of the delay or non-performance and if not cured in ten (10) days or any longer time
specified in writing by the Agency procurement officer, such officer may terminate the
CONTRACTOR'S right to proceed with the Contract or such part of the Contract as to which there
has been delay or a failure to properly perform. In the event of termination in whole or in part, the
Agency procurement officer may procure similar goods or services in a manner and upon the terms
deemed appropriate by the Agency procurement officer. The CONTRACTOR shall continue
performance of the Contract to the extent it is not terminated and shall be liable for excess costs
incurred in procuring similar goods or services.

b. CONTRACTOR'S duties. Notwithstanding termination of the Contract and subject to any directions
from the Agency procurement officer, the CONTRACTOR shall take timely, reasonable, and
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necessary action to protect and preserve property in the possession of the CONTRACTOR in which
the STATE has an interest.

c. Compensation. Payment for completed goods and services delivered and accepted by the STATE
shall be at the price set forth in the Contract. Payment for the protection and preservation of property
shall be in an amount agreed upon by the CONTRACTOR and the Agency procurement officer. If
the parties fail to agree, the Agency procurement officer shall set an amount subject to the
CONTRACTOR'S rights under chapter 3-126, HAR. The STATE may withhold from amounts due
the CONTRACTOR such sums as the Agency procurement officer deems to be necessary to protect
the STATE against loss because of outstanding liens or claims and to reimburse the STATE for the
excess costs expected to be incurred by the STATE in procuring similar goods and services.

d. Excuse for nonperformance or delayed performance. The CONTRACTOR shall not be in default by
reason of any failure in performance of this Contract in accordance with its terms, including any
failure by the CONTRACTOR to make progress in the prosecution of the performance hereunder
which endangers such performance, if the CONTRACTOR has notified the Agency procurement
officer within fifteen (15) days after the cause of the delay and the failure arises out of causes such as:
acts of God; acts of a public enemy; acts of the State and any other governmental body in its
sovereign or contractual capacity; fires; floods; epidemics; quarantine restrictions; strikes or other
labor disputes; freight embargoes; or unusually severe weather. If the failure to perform is caused by
the failure of a subcontractor to perform or to make progress, and if such failure arises out of causes
similar to those set forth above, the CONTRACTOR shall not be deemed to be in default, unless the
goods and services to be furnished by the subcontractor were reasonably obtainable from other
sources in sufficient time to permit the CONTRACTOR to meet the requirements of the Contract.
Upon request of the CONTRACTOR, the Agency procurement officer shall ascertain the facts and
extent of such failure, and, if such officer determines that any failure to perform was occasioned by
any one or more of the excusable causes, and that, but for the excusable cause, the CONTRACTOR'S
progress and performance would have met the terms of the Contract, the delivery schedule shall be
revised accordingly, subject to the rights of the STATE under this Contract. As used in this
paragraph, the term "subcontractor" means subcontractor at any tier.

e. Erroneous termination for default. If, after notice of termination of the CONTRACTOR'S right to
proceed under this paragraph, it is determined for any reason that the CONTRACTOR was not in
default under this paragraph, or that the delay was excusable under the provisions of subparagraph
13d, "Excuse for nonperformance or delayed performance," the rights and obligations of the parties
shall be the same as if the notice of termination had been issued pursuant to paragraph 14.

f. Additional rights and remedies. The rights and remedies provided in this paragraph are in addition to
any other rights and remedies provided by law or under this Contract.

14. Termination for Convenience.

a. Termination. The Agency procurement officer may, when the interests of the STATE so require,
terminate this Contract in whole or in part, for the convenience of the STATE. The Agency
procurement officer shall give written notice of the termination to the CONTRACTOR specifying the
part of the Contract terminated and when termination becomes effective.

b. CONTRACTOR'S obligations. The CONTRACTOR shall incur no further obligations in connection
with the terminated performance and on the date(s) set in the notice of termination the
CONTRACTOR will stop performance to the extent specified. The CONTRACTOR shall also
terminate outstanding orders and subcontracts as they relate to the terminated performance. The
CONTRACTOR shall settle the liabilities and claims arising out of the termination of subcontracts
and orders connected with the terminated performance subject to the STATE'S approval. The
Agency procurement officer may direct the CONTRACTOR to assign the CONTRACTOR'S right,
title, and interest under terminated orders or subcontracts to the STATE. The CONTRACTOR must
still complete the performance not terminated by the notice of termination and may incur obligations
as necessary to do so.
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c. Right to goods and work product. The Agency procurement officer may require the CONTRACTOR
to transfer title and deliver to the STATE in the manner and to the extent directed by the Agency
procurement officer:

(1) Any completed goods or work product; and

2) The partially completed goods and materials, parts, tools, dies, jigs, fixtures, plans, drawings,
information, and contract rights (hereinafter called "manufacturing material") as the
CONTRACTOR has specifically produced or specially acquired for the performance of the
terminated part of this Contract.

The CONTRACTOR shall, upon direction of the Agency procurement officer, protect and preserve
property in the possession of the CONTRACTOR in which the STATE has an interest. [fthe Agency
procurement officer does not exercise this right, the CONTRACTOR shall use best efforts to sell
such goods and manufacturing materials. Use of this paragraph in no way implies that the STATE
has breached the Contract by exercise of the termination for convenience provision.

d. Compensation.

(D) The CONTRACTOR shall submit a termination claim specifying the amounts due because of
the termination for convenience together with the cost or pricing data, submitted to the extent
required by chapter 3-122, HAR, bearing on such claim. If the CONTRACTOR fails to file
a termination claim within one year from the effective date of termination, the Agency
procurement officer may pay the CONTRACTOR, if at all, an amount set in accordance with
subparagraph 14d(3) below.

2) The Agency procurement officer and the CONTRACTOR may agree to a settlement
provided the CONTRACTOR has filed a termination claim supported by cost or pricing data
submitted as required and that the settlement does not exceed the total Contract price plus
settlement costs reduced by payments previously made by the STATE, the proceeds of any
sales of goods and manufacturing materials under subparagraph 14c¢, and the Contract price
of the performance not terminated.

3) Absent complete agreement under subparagraph 14d(2) the Agency procurement officer
shall pay the CONTRACTOR the following amounts, provided payments agreed to under
subparagraph 14d(2) shall not duplicate payments under this subparagraph for the following:

(A) Contract prices for goods or services accepted under the Contract;

(B) Costs incurred in preparing to perform and performing the terminated portion of the
performance plus a fair and reasonable profit on such portion of the performance,
such profit shall not include anticipatory profit or consequential damages, less
amounts paid or to be paid for accepted goods or services; provided, however, that if
it appears that the CONTRACTOR would have sustained a loss if the entire
Contract would have been completed, no profit shall be allowed or included and the
amount of compensation shall be reduced to reflect the anticipated rate of loss;

© Costs of settling and paying claims arising out of the termination of subcontracts or
orders pursuant to subparagraph 14b. These costs must not include costs paid in
accordance with subparagraph 14d(3)(B);

(D) The reasonable settlement costs of the CONTRACTOR, including accounting, legal,
clerical, and other expenses reasonably necessary for the preparation of settlement
claims and supporting data with respect to the terminated portion of the Contract and
for the termination of subcontracts thereunder, together with reasonable storage,
transportation, and other costs incurred in connection with the protection or
disposition of property allocable to the terminated portion of this Contract. The total
sum to be paid the CONTRACTOR under this subparagraph shall not exceed the
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total Contract price plus the reasonable settlement costs of the CONTRACTOR
reduced by the amount of payments otherwise made, the proceeds of any sales of
supplies and manufacturing materials under subparagraph 14d(2), and the contract
price of performance not terminated.

(4) Costs claimed, agreed to, or established under subparagraphs 14d(2) and 14d(3) shall be in
accordance with Chapter 3-123 (Cost Principles) of the Procurement Rules.

15. Claims Based on the Agency Procurement Officer's Actions or Omissions.

a. Changes in scope. If any action or omission on the part of the Agency procurement officer (which
term includes the designee of such officer for purposes of this paragraph 15) requiring performance
changes within the scope of the Contract constitutes the basis for a claim by the CONTRACTOR for
additional compensation, damages, or an extension of time for completion, the CONTRACTOR shall
continue with performance of the Contract in compliance with the directions or orders of such
officials, but by so doing, the CONTRACTOR shall not be deemed to have prejudiced any claim for
additional compensation, damages, or an extension of time for completion; provided:

(D) Written notice required. The CONTRACTOR shall give written notice to the Agency
procurement officer:

(A) Prior to the commencement of the performance involved, if at that time the
CONTRACTOR knows of the occurrence of such action or omission;

(B) Within thirty (30) days after the CONTRACTOR knows of the occurrence of such
action or omission, if the CONTRACTOR did not have such knowledge prior to the
commencement of the performance; or

© Within such further time as may be allowed by the Agency procurement officer in
writing.

2) Notice content. This notice shall state that the CONTRACTOR regards the act or omission
as areason which may entitle the CONTRACTOR to additional compensation, damages, or
an extension of time. The Agency procurement officer, upon receipt of such notice, may
rescind such action, remedy such omission, or take such other steps as may be deemed
advisable in the discretion of the Agency procurement officer;

3) Basis must be explained. The notice required by subparagraph 15a(1) describes as clearly as
practicable at the time the reasons why the CONTRACTOR believes that additional
compensation, damages, or an extension of time may be remedies to which the
CONTRACTOR is entitled; and

4) Claim must be justified. The CONTRACTOR must maintain and, upon request, make
available to the Agency procurement officer within a reasonable time, detailed records to the
extent practicable, and other documentation and evidence satisfactory to the STATE,
justifying the claimed additional costs or an extension of time in connection with such
changes.

b. CONTRACTOR not excused. Nothing herein contained, however, shall excuse the CONTRACTOR
from compliance with any rules or laws precluding any state officers and CONTRACTOR from
acting in collusion or bad faith in issuing or performing change orders which are clearly not within
the scope of the Contract.

c. Price adjustment. Any adjustment in the price made pursuant to this paragraph shall be determined in
accordance with the price adjustment provision of this Contract.

16. Costs and Expenses. Any reimbursement due the CONTRACTOR for per diem and transportation expenses
under this Contract shall be subject to chapter 3-123 (Cost Principles), HAR, and the following guidelines:
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a. Reimbursement for air transportation shall be for actual cost or coach class air fare, whichever is less.

b. Reimbursement for ground transportation costs shall not exceed the actual cost of renting an
intermediate-sized vehicle.

c. Unless prior written approval of the HOPA is obtained, reimbursement for subsistence allowance
(i.e., hotel and meals, etc.) shall not exceed the applicable daily authorized rates for inter-island or
out-of-state travel that are set forth in the current Governor's Executive Order authorizing adjustments
in salaries and benefits for state officers and employees in the executive branch who are excluded
from collective bargaining coverage.

17. Payment Procedures; Final Payment; Tax Clearance.
a. Original invoices required. All payments under this Contract shall be made only upon submission by

the CONTRACTOR of original invoices specifying the amount due and certifying that services
requested under the Contract have been performed by the CONTRACTOR according to the Contract.

b. Subject to available funds. Such payments are subject to availability of funds and allotment by the
Director of Finance in accordance with chapter 37, HRS. Further, all payments shall be made in
accordance with and subject to chapter 40, HRS.

C. Prompt payment.

(1) Any money, other than retainage, paid to the CONTRACTOR shall be disbursed to
subcontractors within ten (10) days after receipt of the money in accordance with the
terms of the subcontract; provided that the subcontractor has met all the terms and
conditions of the subcontract and there are no bona fide disputes; and

(2) Upon final payment to the CONTRACTOR, full payment to the subcontractor,
including retainage, shall be made within ten (10) days after receipt of the money;
provided that there are no bona fide disputes over the subcontractor's performance
under the subcontract.

d. Final payment. Final payment under this Contract shall be subject to sections 103-53 and 103D-328,
HRS, which require a tax clearance from the Director of Taxation, State of Hawaii, and the Internal
Revenue Service, U.S. Department of Treasury, showing that all delinquent taxes, if any, levied or
accrued under state law and the Internal Revenue Code of 1986, as amended, against the
CONTRACTOR have been paid. Further, in accordance with section 3-122-112, HAR,
CONTRACTOR shall provide a certificate affirming that the CONTRACTOR has remained in
compliance with all applicable laws as required by this section.

18. Federal Funds. Ifthis Contract is payable in whole or in part from federal funds, CONTRACTOR agrees that,
as to the portion of the compensation under this Contract to be payable from federal funds, the
CONTRACTOR shall be paid only from such funds received from the federal government, and shall not be
paid from any other funds. Failure of the STATE to receive anticipated federal funds shall not be considered
a breach by the STATE or an excuse for nonperformance by the CONTRACTOR.

19. Modifications of Contract.

a. In writing. Any modification, alteration, amendment, change, or extension of any term, provision, or
condition of this Contract permitted by this Contract shall be made by written amendment to this
Contract, signed by the CONTRACTOR and the STATE, provided that change orders shall be made
in accordance with paragraph 20 herein.

b. No oral modification. No oral modification, alteration, amendment, change, or extension of any
term, provision, or condition of this Contract shall be permitted.
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20.

Agency procurement officer. By written order, at any time, and without notice to any surety, the
Agency procurement officer may unilaterally order of the CONTRACTOR:

(A) Changes in the work within the scope of the Contract; and

(B) Changes in the time of performance of the Contract that do not alter the scope of the Contract
work.

Adjustments of price or time for performance. If any modification increases or decreases the
CONTRACTOR'S cost of, or the time required for, performance of any part of the work under this
Contract, an adjustment shall be made and this Contract modified in writing accordingly. Any
adjustment in contract price made pursuant to this clause shall be determined, where applicable, in
accordance with the price adjustment clause of this Contract or as negotiated.

Claim barred after final payment. No claim by the CONTRACTOR for an adjustment hereunder
shall be allowed if written modification of the Contract is not made prior to final payment under this
Contract.

Claims not barred. In the absence of a written contract modification, nothing in this clause shall be
deemed to restrict the CONTRACTOR'S right to pursue a claim under this Contract or for a breach of
contract.

Head of the purchasing agency approval. Ifthis is a professional services contract awarded pursuant
to section 103D-303 or 103D-304, HRS, any modification, alteration, amendment, change, or
extension of any term, provision, or condition of this Contract which increases the amount payable to
the CONTRACTOR by at least $25,000.00 and ten per cent (10%) or more of the initial contract
price, must receive the prior approval of the head of the purchasing agency.

Tax clearance. The STATE may, at its discretion, require the CONTRACTOR to submit to the
STATE, prior to the STATE'S approval of any modification, alteration, amendment, change, or
extension of any term, provision, or condition of this Contract, a tax clearance from the Director of
Taxation, State of Hawaii, and the Internal Revenue Service, U.S. Department of Treasury, showing
that all delinquent taxes, if any, levied or accrued under state law and the Internal Revenue Code of
1986, as amended, against the CONTRACTOR have been paid.

Sole source contracts. Amendments to sole source contracts that would change the original scope of
the Contract may only be made with the approval of the CPO. Annual renewal of a sole source
contract for services should not be submitted as an amendment.

Change Order. The Agency procurement officer may, by a written order signed only by the STATE, at any
time, and without notice to any surety, and subject to all appropriate adjustments, make changes within the
general scope of this Contract in any one or more of the following:

(1) Drawings, designs, or specifications, if the goods or services to be furnished are to be
specially provided to the STATE in accordance therewith;

2) Method of delivery; or
3) Place of delivery.

Adjustments of price or time for performance. If any change order increases or decreases the
CONTRACTOR'S cost of, or the time required for, performance of any part of the work under this
Contract, whether or not changed by the order, an adjustment shall be made and the Contract
modified in writing accordingly. Any adjustment in the Contract price made pursuant to this
provision shall be determined in accordance with the price adjustment provision of this Contract.
Failure of the parties to agree to an adjustment shall not excuse the CONTRACTOR from proceeding
with the Contract as changed, provided that the Agency procurement officer promptly and duly
makes the provisional adjustments in payment or time for performance as may be reasonable. By
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21.

22.

23.

proceeding with the work, the CONTRACTOR shall not be deemed to have prejudiced any claim for
additional compensation, or any extension of time for completion.

Time period for claim. Within ten (10) days after receipt of a written change order under
subparagraph 20a, unless the period is extended by the Agency procurement officer in writing, the
CONTRACTOR shall respond with a claim for an adjustment. The requirement for a timely written
response by CONTRACTOR cannot be waived and shall be a condition precedent to the assertion of
a claim.

Claim barred after final payment. No claim by the CONTRACTOR for an adjustment hereunder
shall be allowed if a written response is not given prior to final payment under this Contract.

Other claims not barred. In the absence of a change order, nothing in this paragraph 20 shall be
deemed to restrict the CONTRACTOR'S right to pursue a claim under the Contract or for breach of
contract.

Price Adjustment.

Price adjustment. Any adjustment in the contract price pursuant to a provision in this Contract shall
be made in one or more of the following ways:

(1) By agreement on a fixed price adjustment before commencement of the pertinent
performance or as soon thereafter as practicable;

(2) By unit prices specified in the Contract or subsequently agreed upon;

3) By the costs attributable to the event or situation covered by the provision, plus appropriate
profit or fee, all as specified in the Contract or subsequently agreed upon;

4) In such other manner as the parties may mutually agree; or

5) In the absence of agreement between the parties, by a unilateral determination by the Agency
procurement officer of the costs attributable to the event or situation covered by the
provision, plus appropriate profit or fee, all as computed by the Agency procurement officer
in accordance with generally accepted accounting principles and applicable sections of
chapters 3-123 and 3-126, HAR.

Submission of cost or pricing data. The CONTRACTOR shall provide cost or pricing data for any
price adjustments subject to the provisions of chapter 3-122, HAR.

Variation in Quantity for Definite Quantity Contracts. Upon the agreement of the STATE and the

CONTRACTOR, the quantity of goods or services, or both, if a definite quantity is specified in this Contract,
may be increased by a maximum of ten per cent (10%); provided the unit prices will remain the same except
for any price adjustments otherwise applicable; and the Agency procurement officer makes a written
determination that such an increase will either be more economical than awarding another contract or that it
would not be practical to award another contract.

Changes in Cost-Reimbursement Contract. If this Contract is a cost-reimbursement contract, the following

provisions shall apply:

The Agency procurement officer may at any time by written order, and without notice to the sureties,
if any, make changes within the general scope of the Contract in any one or more of the following:

(D) Description of performance (Attachment 1);
(2) Time of performance (i.e., hours of the day, days of the week, etc.);

3) Place of performance of services;
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24.

25.

26.

27.

(4) Drawings, designs, or specifications when the supplies to be furnished are to be specially
manufactured for the STATE in accordance with the drawings, designs, or specifications;

5) Method of shipment or packing of supplies; or
(6) Place of delivery.

b. If any change causes an increase or decrease in the estimated cost of, or the time required for
performance of, any part of the performance under this Contract, whether or not changed by the
order, or otherwise affects any other terms and conditions of this Contract, the Agency procurement
officer shall make an equitable adjustment in the (1) estimated cost, delivery or completion schedule,
or both; (2) amount of any fixed fee; and (3) other affected terms and shall modify the Contract
accordingly.

c. The CONTRACTOR must assert the CONTRACTOR'S rights to an adjustment under this provision
within thirty (30) days from the day of receipt of the written order. However, if the Agency
procurement officer decides that the facts justify it, the Agency procurement officer may receive and
act upon a proposal submitted before final payment under the Contract.

d. Failure to agree to any adjustment shall be a dispute under paragraph 11 of this Contract. However,
nothing in this provision shall excuse the CONTRACTOR from proceeding with the Contract as
changed.

e. Notwithstanding the terms and conditions of subparagraphs 23a and 23b, the estimated cost of this

Contract and, if this Contract is incrementally funded, the funds allotted for the performance of this
Contract, shall not be increased or considered to be increased except by specific written modification
of the Contract indicating the new contract estimated cost and, if this contract is incrementally
funded, the new amount allotted to the contract.

Confidentiality of Material.

a. All material given to or made available to the CONTRACTOR by virtue of this Contract, which is
identified as proprietary or confidential information, will be safeguarded by the CONTRACTOR and
shall not be disclosed to any individual or organization without the prior written approval of the
STATE.

b. All information, data, or other material provided by the CONTRACTOR to the STATE shall be
subject to the Uniform Information Practices Act, chapter 92F, HRS.

Publicity. The CONTRACTOR shall not refer to the STATE, or any office, agency, or officer thereof, or any
state employee, including the HOPA, the CPO, the Agency procurement officer, or to the services or goods,
or both, provided under this Contract, in any of the CONTRACTOR'S brochures, advertisements, or other
publicity of the CONTRACTOR. All media contacts with the CONTRACTOR about the subject matter of
this Contract shall be referred to the Agency procurement officer.

Ownership Rights and Copyright. The STATE shall have complete ownership of all material, both finished
and unfinished, which is developed, prepared, assembled, or conceived by the CONTRACTOR pursuant to
this Contract, and all such material shall be considered "works made for hire." All such material shall be
delivered to the STATE upon expiration or termination of this Contract. The STATE, in its sole discretion,
shall have the exclusive right to copyright any product, concept, or material developed, prepared, assembled,
or conceived by the CONTRACTOR pursuant to this Contract.

Liens and Warranties. Goods provided under this Contract shall be provided free of all liens and provided
together with all applicable warranties, or with the warranties described in the Contract documents, whichever
are greater.

AG-008 103D General Conditions 12



28. Audit of Books and Records of the CONTRACTOR. The STATE may, at reasonable times and places, audit
the books and records of the CONTRACTOR, prospective contractor, subcontractor, or prospective
subcontractor which are related to:

a. The cost or pricing data, and
b. A state contract, including subcontracts, other than a firm fixed-price contract.
29. Cost or Pricing Data. Cost or pricing data must be submitted to the Agency procurement officer and timely

certified as accurate for contracts over $100,000 unless the contract is for a multiple-term or as otherwise
specified by the Agency procurement officer. Unless otherwise required by the Agency procurement officer,
cost or pricing data submission is not required for contracts awarded pursuant to competitive sealed bid
procedures.

If certified cost or pricing data are subsequently found to have been inaccurate, incomplete, or noncurrent as
of the date stated in the certificate, the STATE is entitled to an adjustment of the contract price, including
profit or fee, to exclude any significant sum by which the price, including profit or fee, was increased because
of the defective data. It is presumed that overstated cost or pricing data increased the contract price in the
amount of the defect plus related overhead and profit or fee. Therefore, unless there is a clear indication that
the defective data was not used or relied upon, the price will be reduced in such amount.

30. Audit of Cost or Pricing Data. When cost or pricing principles are applicable, the STATE may require an
audit of cost or pricing data.

31. Records Retention.

(D Upon any termination of this Contract or as otherwise required by applicable law,
CONTRACTOR shall, pursuant to chapter 487R, HRS, destroy all copies (paper or electronic
form) of personal information received from the STATE.

2) The CONTRACTOR and any subcontractors shall maintain the files, books, and records that relate to
the Contract, including any personal information created or received by the CONTRACTOR on
behalf of the STATE, and any cost or pricing data, for at least three (3) years after the date of final
payment under the Contract. The personal information shall continue to be confidential and shall
only be disclosed as permitted or required by law. After the three (3) year, or longer retention period
as required by law has ended, the files, books, and records that contain personal information shall be
destroyed pursuant to chapter 487R, HRS or returned to the STATE at the request of the STATE.

32. Antitrust Claims. The STATE and the CONTRACTOR recognize that in actual economic practice,
overcharges resulting from antitrust violations are in fact usually borne by the purchaser. Therefore, the
CONTRACTOR hereby assigns to STATE any and all claims for overcharges as to goods and materials
purchased in connection with this Contract, except as to overcharges which result from violations
commencing after the price is established under this Contract and which are not passed on to the STATE
under an escalation clause.

33. Patented Articles. The CONTRACTOR shall defend, indemnify, and hold harmless the STATE, and its
officers, employees, and agents from and against all liability, loss, damage, cost, and expense, including all
attorneys fees, and all claims, suits, and demands arising out of or resulting from any claims, demands, or
actions by the patent holder for infringement or other improper or unauthorized use of any patented article,
patented process, or patented appliance in connection with this Contract. The CONTRACTOR shall be solely
responsible for correcting or curing to the satisfaction of the STATE any such infringement or improper or
unauthorized use, including, without limitation: (a) furnishing at no cost to the STATE a substitute article,
process, or appliance acceptable to the STATE, (b) paying royalties or other required payments to the patent
holder, (c) obtaining proper authorizations or releases from the patent holder, and (d) furnishing such security
to or making such arrangements with the patent holder as may be necessary to correct or cure any such
infringement or improper or unauthorized use.

AG-008 103D General Conditions 13



34.

35.

36.

37.

38.

39.

40.

41.

42.

Governing Law. The validity of this Contract and any of its terms or provisions, as well as the rights and
duties of the parties to this Contract, shall be governed by the laws of the State of Hawaii. Any action at law
or in equity to enforce or interpret the provisions of this Contract shall be brought in a state court of
competent jurisdiction in Honolulu, Hawaii.

Compliance with Laws. The CONTRACTOR shall comply with all federal, state, and county laws,
ordinances, codes, rules, and regulations, as the same may be amended from time to time, that in any way
affect the CONTRACTOR'S performance of this Contract.

Conflict Between General Conditions and Procurement Rules. In the event of a conflict between the General
Conditions and the procurement rules, the procurement rules in effect on the date this Contract became
effective shall control and are hereby incorporated by reference.

Entire Contract. This Contract sets forth all of the agreements, conditions, understandings, promises,
warranties, and representations between the STATE and the CONTRACTOR relative to this Contract. This
Contract supersedes all prior agreements, conditions, understandings, promises, warranties, and
representations, which shall have no further force or effect. There are no agreements, conditions,
understandings, promises, warranties, or representations, oral or written, express or implied, between the
STATE and the CONTRACTOR other than as set forth or as referred to herein.

Severability. In the event that any provision of this Contract is declared invalid or unenforceable by a court,
such invalidity or unenforceability shall not affect the validity or enforceability of the remaining terms of this
Contract.

Waiver. The failure of the STATE to insist upon the strict compliance with any term, provision, or condition
of this Contract shall not constitute or be deemed to constitute a waiver or relinquishment of the STATE'S
right to enforce the same in accordance with this Contract. The fact that the STATE specifically refers to one
provision of the procurement rules or one section of the Hawaii Revised Statutes, and does not include other
provisions or statutory sections in this Contract shall not constitute a waiver or relinquishment of the
STATE'S rights or the CONTRACTOR'S obligations under the procurement rules or statutes.

Pollution Control. If during the performance of this Contract, the CONTRACTOR encounters a "release" or
a "threatened release" of a reportable quantity of a "hazardous substance," "pollutant," or "contaminant” as
those terms are defined in section 128D-1, HRS, the CONTRACTOR shall immediately notify the STATE
and all other appropriate state, county, or federal agencies as required by law. The Contractor shall take all
necessary actions, including stopping work, to avoid causing, contributing to, or making worse a release of a
hazardous substance, pollutant, or contaminant, and shall promptly obey any orders the Environmental
Protection Agency or the state Department of Health issues in response to the release. In the event there is an
ensuing cease-work period, and the STATE determines that this Contract requires an adjustment of the time
for performance, the Contract shall be modified in writing accordingly.

Campaign Contributions. The CONTRACTOR is hereby notified of the applicability of 11-355, HRS, which
states that campaign contributions are prohibited from specified state or county government contractors
during the terms of their contracts if the contractors are paid with funds appropriated by a legislative body.

Confidentiality of Personal Information.

a. Definitions.
"Personal information" means an individual's first name or first initial and last name in
combination with any one or more of the following data elements, when either name or data
elements are not encrypted:

(D) Social security number;

2) Driver's license number or Hawaii identification card number; or
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Account number, credit or debit card number, access code, or password that would permit
access to an individual's financial information.

Personal information does not include publicly available information that is lawfully made
available to the general public from federal, state, or local government records.

"Technological safeguards" means the technology and the policy and procedures for use of the
technology to protect and control access to personal information.

b. Confidentiality of Material.

(M

)

3)

“

)

(6)

All material given to or made available to the CONTRACTOR by the STATE by virtue
of this Contract which is identified as personal information, shall be safeguarded by the
CONTRACTOR and shall not be disclosed without the prior written approval of the
STATE.

CONTRACTOR agrees not to retain, use, or disclose personal information for any
purpose other than as permitted or required by this Contract.

CONTRACTOR agrees to implement appropriate "technological safeguards" that are
acceptable to the STATE to reduce the risk of unauthorized access to personal
information.

CONTRACTOR shall report to the STATE in a prompt and complete manner any
security breaches involving personal information.

CONTRACTOR agrees to mitigate, to the extent practicable, any harmful effect that is
known to CONTRACTOR because of a use or disclosure of personal information by
CONTRACTOR in violation of the requirements of this paragraph.

CONTRACTOR shall complete and retain a log of all disclosures made of personal
information received from the STATE, or personal information created or received by
CONTRACTOR on behalf of the STATE.

c. Security Awareness Training and Confidentiality Agreements.

(M

)

CONTRACTOR certifies that all of its employees who will have access to the personal
information have completed training on security awareness topics relating to protecting
personal information.

CONTRACTOR certifies that confidentiality agreements have been signed by all of its
employees who will have access to the personal information acknowledging that:

(A) The personal information collected, used, or maintained by the CONTRACTOR
will be treated as confidential,;

(B) Access to the personal information will be allowed only as necessary to perform
the Contract; and

© Use of the personal information will be restricted to uses consistent with the
services subject to this Contract.

d. Termination for Cause. In addition to any other remedies provided for by this Contract, if the
STATE learns of a material breach by CONTRACTOR of this paragraph by CONTRACTOR, the
STATE may at its sole discretion:
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(1) Provide an opportunity for the CONTRACTOR to cure the breach or end the violation; or
2) Immediately terminate this Contract.

In either instance, the CONTRACTOR and the STATE shall follow chapter 487N, HRS, with
respect to notification of a security breach of personal information.

e. Records Retention.

(D) Upon any termination of this Contract or as otherwise required by applicable law,
CONTRACTOR shall, pursuant to chapter 487R, HRS, destroy all copies (paper or
electronic form) of personal information received from the STATE.

2) The CONTRACTOR and any subcontractors shall maintain the files, books, and records
that relate to the Contract, including any personal information created or received by the
CONTRACTOR on behalf of the STATE, and any cost or pricing data, for at least three
(3) years after the date of final payment under the Contract. The personal information
shall continue to be confidential and shall only be disclosed as permitted or required by
law. After the three (3) year, or longer retention period as required by law has ended, the
files, books, and records that contain personal information shall be destroyed pursuant to
chapter 487R, HRS or returned to the STATE at the request of the STATE.
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EXHIBIT B

BUSINESS ASSOCIATE AGREEMENT



BUSINESS ASSOCIATE AGREEMENT

This Agreement is effective as of , between the Hawaii Employer-Union
Health Benefits Trust Fund, State of Hawai‘i (hereinafter the “STATE”), by its Administrator,
whose address is 201 Merchant Street, Suite 1700, Honolulu, Hawaii 96813, and

(hereinafter “BUSINESS ASSOCIATE”), a ,
whose business address is as follows:

RECITALS

A. The STATE has entered into a contract with BUSINESS ASSOCIATE and/or
procured the following goods and services from BUSINESS ASSOCIATE:

B. BUSINESS ASSOCIATE’s contract and/or provision of goods and performance
of services may require that: (1) Protected Health Information (defined below) or Electronic
Protected Health Information (defined below) be disclosed to or used by BUSINESS
ASSOCIATE,; (2) BUSINESS ASSOCIATE create, receive, maintain or transmit Protected
Health Information or Electronic Protected Health Information on behalf of the STATE; and/or
(3) BUSINESS ASSOCIATE be provided or have access to Personal Information (defined
below).

C. Both parties are committed to complying with the Privacy and Security Laws
(defined below) with respect to Protected Health Information, Electronic Protected Health
Information, and Personal Information.

D. This Agreement sets forth the terms and conditions pursuant to which the
following will be handled: (1) Protected Health Information and Electronic Protected Health
Information that is disclosed to or used by BUSINESS ASSOCIATE by virtue of its contract
with the STATE and/or its provision of goods and services to or for the STATE; (2) Protected
Health Information and Electronic Protected Health Information that is created, received,
maintained or transmitted by BUSINESS ASSOCIATE on behalf of the STATE; and (3)
Personal Information provided to BUSINESS ASSOCIATE or to which BUSINESS
ASSOCIATE will have access by virtue of a contract with the STATE.

TERMS AND CONDITIONS

1. Introduction: The STATE, as defined in this Agreement, has determined that it is a
Covered Entity or a Health Care Component of a Covered Entity under HIPAA
(defined below) and the Privacy and Security Rules (defined below). In addition, the
STATE is subject to use and disclosure restrictions regarding Personal Information
under Act 10 (defined below) and Chapters 487N and 487R, Hawaii Revised Statutes.
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The parties acknowledge that entry into this Agreement is necessary and desirable in
order to: (a) protect the privacy and security of Protected Health Information and
Electronic Protected Health Information in accordance with the Privacy and Security
Laws and because BUSINESS ASSOCIATE is a “business associate” of the STATE
as that term is used in 45 Code of Federal Regulations (“C.F.R.”) § 160.103; and (b)
protect against the unauthorized use and disclosure of Personal Information that
BUSINESS ASSOCIATE has been provided or to which BUSINESS ASSOCIATE
has access by virtue of a contract with the STATE.

2. Definitions:

Rev. 5/31/2018

Except as otherwise defined herein, any and all capitalized terms in this
Agreement shall have the definitions set forth in the Privacy and Security Laws.

Act 10. “Act 10 shall mean Act 10, 2008 Session Laws of Hawaii, Special
Session.

Agreement. “Agreement” shall mean this agreement between STATE and
BUSINESS ASSOCIATE and any and all attachments, exhibits and special
conditions attached hereto.

ARRA. “ARRA” shall mean the American Recovery and Reinvestment Act of
2009, Pub. L. No. 111-5, and the rules and regulations promulgated under the
ARRA.

Breach. “Breach” shall have the meaning set forth in the ARRA.

De-identified Information. “De-identified Information™ shall have the meaning
set forth in 45 C.F.R. §§ 164.514(a)-(b).

Electronic Protected Health Information. “Electronic Protected Health
Information” shall have the meaning set forth in 45 C.F.R. § 160.103. For
purposes of this Agreement, “Electronic Protected Health Information” is limited
to Electronic Protected Health Information that is: (i) disclosed to or used by
BUSINESS ASSOCIATE by virtue of its contract with the STATE and/or its
provision of goods and services to or for the STATE; and/or (ii) created, received,
maintained, or transmitted by BUSINESS ASSOCIATE on behalf of the STATE.

Electronic Transactions Rule. “Electronic Transactions Rule” shall mean the final
rule set forth in 45 C.F.R. §§ 160 and 162.

HIPAA. “HIPAA” shall mean the Health Insurance Portability and Accountability
Act of 1996, Pub. L. No. 104-191.

Individual. “Individual” means the person who is the subject of Protected Health

Information and shall include a person who qualifies as a personal representative
under 45 C.F.R. § 164.502(g).

Individually Identifiable Health Information. “Individually Identifiable Health
Information” shall have the meaning set forth in 45 C.F.R. § 160.103.

Personal Information. “Personal Information” shall have the meaning set forth in
Section 487N-1, Hawaii Revised Statutes. For purposes of this Agreement,




o

“Personal Information” is limited to Personal Information provided to BUSINESS
ASSOCIATE or to which BUSINESS ASSOCIATE has access by virtue of a
contract with the STATE.

Privacy Rule. “Privacy Rule” shall mean the Standards for Privacy of
Individually Identifiable Health Information at 45 C.F.R. Part 160 and Part 164,
Subparts A and E, as the same may be amended from time to time.

Privacy and Security Laws. “Privacy and Security Laws” shall include: (1) the
provisions of HIPAA that relate to the privacy and security of Protected Health
Information and Electronic Protected Health Information; (2) the Privacy and
Security Rules; (3) the provisions of ARRA, including the rules and regulations
promulgated under the ARRA, that relate to the privacy and security of Protected
Health Information and Electronic Protected Health Information; (4) Act 10 and,
to the extent applicable, Chapters 487N and 487R, Hawai ‘i Revised Statutes; and
(5) other Federal and State privacy or security statutes and regulations that apply
to Protected Health Information, Electronic Protected Health Information, or
Personal Information.

. Protected Health Information. “Protected Health Information” shall have the

meaning set forth in 45 C.F.R. § 160.103. For purposes of this Agreement,
“Protected Health Information™ is limited to Protected Health Information that is:
(1) disclosed to or used by BUSINESS ASSOCIATE by virtue of its contract with
the STATE and/or its provision of goods and services to or for the STATE; and/or
(i1) created, received, maintained, or transmitted by BUSINESS ASSOCIATE on
behalf of the STATE.

Secretary. “Secretary” shall mean the Secretary of the U.S. Department of Health
and Human Services or designee.

Security Rule. “Security Rule” shall mean the Health Insurance Reform: Security
Standards at 45 C.F.R. Part 160, Part 162, and Part 164, Subparts A and C, as the
same may be amended from time to time.

Unsecured Protected Health Information. “Unsecured Protected Health
Information” shall have the meaning set forth in the ARRA.

3. Obligations and Activities of BUSINESS ASSOCIATE

a.
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BUSINESS ASSOCIATE agrees to not use or disclose Protected Health
Information, Electronic Protected Health Information, and Personal Information
other than as permitted or required by this Agreement or as required by law.

BUSINESS ASSOCIATE agrees to use appropriate safeguards to prevent use or
disclosure of Protected Health Information, Electronic Protected Health
Information, and Personal Information other than as provided for by this
Agreement.

BUSINESS ASSOCIATE agrees to implement administrative, physical, and
technical safeguards (as those terms are defined in the Security Rule) that
reasonably and appropriately protect the confidentiality, integrity and availability



d.
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of Electronic Protected Health Information that it creates, receives, maintains or
transmits on behalf of the STATE. Without limiting the foregoing, BUSINESS
ASSOCIATE agrees to implement administrative, physical, and technical
safeguards to comply with 45 C.F.R. §§ 164.308, 164.310, and 164.312, as and to
the extent that such is required of business associates under the Privacy and
Security Laws (as amended by the ARRA).

(1) Required Safeguards. BUSINESS ASSOCIATE shall use all appropriate
safeguards to prevent use or disclosure of Protected Health Information
received from, or created or received on behalf of, STATE, other than as
provided for in this Agreement or as required by law. These safeguards
will include, but are not limited to:

(D Training. Providing annual training to relevant employees,
contractors, and subcontractors on how to prevent the improper use
or disclosure of Protected Health Information; and updating and
repeating training on a regular basis;

(I)  Administrative Safeguards. Adopting policies and procedures
regarding the safeguarding of Protected Health Information; and
enforcing those policies and procedures, including sanctions for
anyone not found in compliance;

(ITT)  Technical and Physical Safeguards. Implementing appropriate
technical safeguards to protect Protected Health Information,
including access controls, authentication, and transmission
security; and implementing appropriate physical safeguards to
protect Protected Health Information, including workstation
security and device and media controls.

In accordance with Part V of Act 10, BUSINESS ASSOCIATE agrees to
implement: (1) technological safeguards to reduce exposure to unauthorized
access to Personal Information, (ii) mandatory training on security awareness
topics relating to Personal Information protection for BUSINESS ASSOCIATE’s
employees, and (ii1) confidentiality agreements to be signed by BUSINESS
ASSOCIATE’s employees. BUSINESS ASSOCIATE further agrees to safeguard
Protected Health Information, Electronic Protected Health Information, and
Personal Information in accordance with any rules, policies, procedures and
directions adopted or implemented by STATE to the extent that such are
communicated to BUSINESS ASSOCIATE.

BUSINESS ASSOCIATE agrees to ensure that any agent (including a contractor
or subcontractor) to whom it provides Protected Health Information, Electronic
Protected Health Information, or Personal Information agrees to the same
restrictions and conditions that apply to BUSINESS ASSOCIATE with respect to
such information under this Agreement and the Privacy and Security Laws.
BUSINESS ASSOCIATE further agrees to ensure that any such agent shall
safeguard such Protected Health Information, Electronic Protected Health
Information, and Personal Information in accordance with any rules, policies,
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procedures and directions adopted or implemented by STATE to the extent that
such are communicated to BUSINESS ASSOCIATE. BUSINESS ASSOCIATE
agrees to ensure that any such agent shall implement reasonable and appropriate
safeguards to protect Protected Health Information.

BUSINESS ASSOCIATE agrees to implement reasonable policies and
procedures to comply with 45 C.F.R. § 164.316, as and to the extent that such is
required of business associates under the Privacy and Security Laws (as amended
by the ARRA).

BUSINESS ASSOCIATE agrees to provide access to Protected Health
Information in the Designated Record Set to STATE or, as directed by STATE, to
an Individual to the extent and in the manner required by 45 C.F.R. § 164.524.

BUSINESS ASSOCIATE agrees to make Protected Health Information available
for amendment and to incorporate any amendments to Protected Health
Information that the STATE directs or agrees to in accordance with the
requirements of 45 C.F.R. § 164.526.

BUSINESS ASSOCIATE agrees to document disclosures of Protected Health
Information, disclosures of Electronic Protected Health Information and
information related to such disclosures as would be required for STATE to
respond to a request by an Individual for an accounting of disclosures of: (1)
Protected Health Information in accordance with 45 C.F.R. § 164.528; and (2)
Electronic Protected Health Information in accordance Section 13405(c) of the
ARRA. BUSINESS ASSOCIATE further agrees to collect and provide to
STATE, any and all information that is reasonably necessary for STATE to timely
respond to such requests by an Individual for an accounting of disclosures.

BUSINESS ASSOCIATE agrees to keep a log of Breaches of Unsecured
Protected Health Information in such form and with such information as to enable
the STATE to comply with Section 13402(e)(3) of the ARRA and the rules and
regulations promulgated under ARRA.

BUSINESS ASSOCIATE agrees to keep a complete log of disclosures made of
Personal Information in accordance with Section 8(b)(6) of Act 10.

BUSINESS ASSOCIATE agrees to make its internal practices, books, and
records, including policies and procedures, relating to the use and disclosure of
Protected Health Information and Electronic Protected Health Information
available to STATE and/or to the Secretary, at reasonable times and places or as
designated by the STATE and/or the Secretary, for purposes of determining
compliance with the Privacy and Security Laws. BUSINESS ASSOCIATE
further agrees to make its internal practices, books, and records, including policies
and procedures, relating to the use and disclosure of Personal Information
available to STATE, at reasonable times and places or as designated by the
STATE, for purposes of determining compliance with this Agreement, Act 10,
and other Federal and State laws regarding the use and disclosure of Personal
Information.



m. BUSINESS ASSOCIATE agrees to report to STATE any disclosure or use of
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Protected Health Information not provided for by this Agreement, of which
BUSINESS ASSOCIATE becomes aware, but in no event later than five (5)
business days of first learning of any such use or disclosure. BUSINESS
ASSOCIATE further agrees to report to STATE any security incidents that are
required to be reported by or to the STATE under 45 C.F.R. Part 164, particularly
45 C.F.R. § 164.314. BUSINESS ASSOCIATE agrees that if any of its
employees, agents, subcontractors, and/or representatives use and/or disclose
Protected Health Information received from, or created or received on behalf of,
STATE, or any derivative De-identified Information in a manner not provided for
in this Agreement, BUSINESS ASSOCIATE shall ensure that such employees,
agents, subcontractors, and/or representatives shall receive training on
BUSINESS ASSOCIATE’s procedures for compliance with the Privacy Rule, or
shall be sanctioned or prevented from accessing any Protected Health Information
BUSINESS ASSOCIATE receives from, or creates or receives on behalf of,
STATE. Continued use of Protected Health Information in a manner contrary to
the terms of this Agreement shall constitute a material breach of this Agreement.

If there is a Breach of Unsecured Protected Health Information, BUSINESS
ASSOCIATE shall: (i) notify the STATE in writing of the Breach no later than
twenty (20) calendar days after BUSINESS ASSOCIATE’s discovery of the
Breach; (i1) investigate and report to STATE on the causes of the Breach
including, without limitation, any steps that BUSINESS ASSOCIATE will take to
mitigate the Breach and prevent the occurrence of future similar Breaches; (iii) in
consultation with STATE, provide all notifications regarding the Breach that
STATE and/or BUSINESS ASSOCIATE are required to make under ARRA
including, without limitation, written notices to individuals, notices to the media,
and notices to the Secretary or any other governmental entity, all such notices to
be made in accordance with all ARRA requirements; (iv) unless the Breach is
primarily caused by the negligence or other fault of the STATE, indemnify and
hold STATE harmless from all claims, lawsuits, administrative proceedings,
judgments, damages, liabilities, penalties, and costs arising from the Breach,
including all costs of investigating the Breach, providing all required notices, and
otherwise complying with all ARRA requirements; and (v) provide a log of all
Breaches of Unsecured Protected Health Information to the STATE no later than
twenty (20) calendar days after the end of each calendar year, which log shall
include all information that STATE needs in order to comply with Section
13402(e)(3) of the ARRA.

If there is a “security breach” regarding Personal Information as that term is
defined in Section 487N-1, Hawai‘i Revised Statutes, BUSINESS ASSOCIATE
shall: (1) notify the STATE in writing of the security breach no later than twenty
(20) calendar days after BUSINESS ASSOCIATE’s discovery of the security
breach; (ii) investigate and report to STATE on the causes of the security breach
including, without limitation, any steps that BUSINESS ASSOCIATE will take to
mitigate the Breach and prevent the occurrence of future similar Breaches; (iii) in
consultation with STATE, provide all notifications regarding the security breach
that STATE and/or BUSINESS ASSOCIATE are required to make under Chapter
487N and other applicable Hawai‘i Revised Statutes; (iv) unless the security



breach is primarily caused by the negligence or other fault of the STATE,
indemnify and hold STATE harmless from all claims, lawsuits, administrative
proceedings, judgments, damages, liabilities, penalties, and costs arising from the
security breach, including all costs of investigating the security breach, providing
all required notices, and otherwise complying with Chapter 487N and other
applicable Hawai‘i Revised Statutes; and (v) assist the State in providing any
written report to the legislature or other government entities that is required by
Chapter 478N and other applicable Hawai‘i Revised Statutes.

BUSINESS ASSOCIATE agrees to mitigate, to the extent practicable, any
harmful effect that is known to BUSINESS ASSOCIATE of: (1) a security breach
or disclosure or use of Protected Health Information, Electronic Protected Health
Information, or Personal Information by BUSINESS ASSOCIATE in violation of
the requirements of this Agreement; and/or (2) a Breach of Unsecured Protected
Health Information by BUSINESS ASSOCIATE or any of its officers,
employees, or agents (including contractors and subcontractors).

BUSINESS ASSOCIATE shall, upon notice from STATE, accommodate any
restriction to the use or disclosure of Protected Health Information and any
request for confidential communications to which STATE has agreed in
accordance with the Privacy Rule.

BUSINESS ASSOCIATE shall comply with any other requirements of the
Privacy Law, the Privacy Rule, the Security Law, and the Security Rule not
expressly specified in this Agreement, as and to the extent that such requirements
apply to business associates under the Privacy Law, the Privacy Rule, the Security
Law, and the Security Rule, as they may be amended from time to time.

4. Permitted Uses and Disclosures by BUSINESS ASSOCIATE

a.
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General Use and Disclosure Provisions. Except as otherwise limited in this
Agreement, BUSINESS ASSOCIATE may disclose or use Protected Health
Information, Electronic Protected Health Information, and Personal Information
to perform functions, activities, or services for, or on behalf of, STATE as
specified in this Agreement, provided that such disclosure or use would not
violate any Privacy and Security Laws if done by STATE.

Specific Use and Disclosure Provisions

(1) Except as otherwise limited in this Agreement, BUSINESS ASSOCIATE
may use Protected Health Information and Personal Information for the
proper management and administration of the BUSINESS ASSOCIATE
or to carry out the legal responsibilities of the BUSINESS ASSOCIATE.

(i1) Except as otherwise limited in this Agreement, BUSINESS ASSOCIATE
may disclose Protected Health Information for the proper management and
administration of the BUSINESS ASSOCIATE, for disclosures that are
Required By Law, or where BUSINESS ASSOCIATE obtains reasonable
assurances from the person to whom the information is disclosed that it
will remain confidential and be used or further disclosed only as required



by law or for the purpose for which it was disclosed to the person and the
person agrees to notify BUSINESS ASSOCIATE of any instances where
the confidentiality of the information has been breached. Except as
otherwise limited in this Agreement, BUSINESS ASSOCIATE may
disclose Personal Information where such disclosure is permitted by
applicable Federal or State laws.

(iii)  Except as otherwise limited in this Agreement, BUSINESS ASSOCIATE
may use Protected Health Information to provide Data Aggregation
services to STATE as permitted by 45 C.F.R. § 164.504(e)(2)(1)(B).

(iv)  BUSINESS ASSOCIATE may use Protected Health Information to report
violations of law to appropriate Federal and State authorities, consistent
with 45 C.F.R. § 164.502(j)(1).

c. Further Uses Prohibited. Except as provided in sections 4.a and 4.b, above,
BUSINESS ASSOCIATE is prohibited from further using or disclosing any
information received from STATE, or from any other Business Associate of
STATE, for any commercial purposes of BUSINESS ASSOCIATE including, for
example, “data mining.”

5. Minimum Necessary. BUSINESS ASSOCIATE shall only request, use, and disclose
the minimum amount of Protected Health Information necessary to accomplish the
purpose of the request, use, or disclosure.

6. Prohibited, Unlawful, or Unauthorized Use and Disclosure of Protected Health
Information. BUSINESS ASSOCIATE shall not use or further disclose any Protected
Health Information received from, or created or received on behalf of, STATE, in a
manner that would violate the requirements of the Privacy Rule, if done by STATE.

7. Indemnity by BUSINESS ASSOCIATE. BUSINESS ASSOCIATE shall defend,
indemnify and hold harmless STATE and STATE’s officers, employees, and agents
(including contractors and subcontractors) from and against any and all claims,
demands, lawsuits, administrative or other proceedings, judgments, liabilities,
damages, losses, fines, penalties, and costs, including reasonable attorneys’ fees, that
are caused by or arise out of a breach or failure to comply with any provision of this
Agreement and/or by a violation of any provision of the Privacy and Security Laws,
including the ARRA, by BUSINESS ASSOCIATE or any of BUSINESS
ASSOCIATE’s officers, employees, or agents (including contractors and
subcontractors).

8. Permissible Requests by STATE. STATE shall not request BUSINESS
ASSOCIATE to disclose or use Protected Health Information, Electronic Protected
Health Information, or Personal Information in any manner that would not be
permissible under the Privacy and Security Laws if done by STATE.

9. Standard Electronic Transactions. STATE and BUSINESS ASSOCIATE agree that
BUSINESS ASSOCIATE shall, on behalf of STATE, transmit data for transactions
that are required to be conducted in standardized format under the Electronic
Transactions Rule. BUSINESS ASSOCIATE shall comply with the Electronic
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Transactions Rule for all transactions conducted on behalf of STATE that are
required to be in standardized format. BUSINESS ASSOCIATE shall ensure that any
of its subcontractors to whom it delegates any of its duties under its contract with
STATE, agrees to conduct and agrees to require its agents or subcontractors to
comply with the Electronic Transactions Rule for all transactions conducted on behalf
of STATE that are required to be in standardized format.

10. Termination for Cause. In addition to any other remedies provided for by this

Agreement, upon STATE’s knowledge of a material breach or violation by
BUSINESS ASSOCIATE of the terms of this Agreement, STATE may either:

a.

Provide an opportunity for BUSINESS ASSOCIATE to cure the breach or end the
violation, and terminate this Agreement if BUSINESS ASSOCIATE does not
cure the breach or end the violation within the time specified by the STATE; or

Immediately terminate this Agreement if BUSINESS ASSOCIATE has breached
or violated a material term of this Agreement and cure is not possible; and

If neither termination nor cure is feasible, STATE shall report any violation of the
federal Privacy and Security Rules to the Secretary.

11. Effect of Termination.

a.
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Upon any termination of this Agreement, until notified otherwise by STATE,
BUSINESS ASSOCIATE shall extend all protections, limitations, requirements,
and other provisions of this Agreement to: (i) all Protected Health Information
received from or on behalf of STATE or created or received by BUSINESS
ASSOCIATE on behalf of STATE; (ii) all Electronic Protected Health
Information created, received, maintained or transmitted by BUSINESS
ASSOCIATE on behalf of STATE; and (iii) all Personal Information.

Upon any termination of this Agreement, STATE shall determine whether it is
feasible for BUSINESS ASSOCIATE to return to STATE or destroy all or any
part of: (i) all Protected Health Information received from or on behalf of STATE
or created or received by BUSINESS ASSOCIATE on behalf of STATE that
BUSINESS ASSOCIATE maintains in any form and shall retain no copies of
such information; (ii) all Electronic Protected Health Information created,
received, maintained or transmitted by BUSINESS ASSOCIATE on behalf of
STATE; and (ii1) all Personal Information. In connection with the foregoing, upon
any termination of the Agreement, BUSINESS ASSOCIATE shall notify the
STATE in writing of any and all conditions that make return or destruction of
such information not feasible and shall provide STATE with any requested
information related to the STATE’s determination as to whether the return or
destruction of such information is feasible.

If STATE determines that return or destruction of all or any part of the Protected
Health Information, Electronic Protected Health Information, and Personal
Information is feasible, at STATE’s option, BUSINESS ASSOCIATE shall return
or destroy such information. If STATE directs that BUSINESS ASSOCIATE
return or destroy all or any part of the Protected Health Information, Electronic



Protected Health Information, and Personal Information, it is understood and
agreed that BUSINESS ASSOCIATE shall retain no copies of such information.
Destruction of Personal Information shall be performed in accordance with
Chapter 487R, Hawaii Revised Statutes. Notwithstanding the foregoing,
BUSINESS ASSOCIATE shall not destroy any Protected Health Information in
less than six (6) years from the date that it is received by BUSINESS
ASSOCIATE.

If STATE determines that return or destruction of all or any part of the Protected
Health Information, Electronic Protected Health Information, and Personal
Information is not feasible or opts not to require the return or destruction of such
information, BUSINESS ASSOCIATE shall extend the protections, limitations,
requirements, and other provisions of this Agreement to such information for so
long as BUSINESS ASSOCIATE maintains such information. STATE
understands that BUSINESS ASSOCIATE’s need to maintain portions of the
Protected Health Information in records of actuarial determinations and for other
archival purposes related to memorializing advice provided, can render return or
destruction infeasible.

The provisions of this Section 11 shall apply with respect to all terminations of
this Agreement, for any reason whatsoever, and to any and all Protected Health
Information, Electronic Protected Health Information, and Personal Information
in the possession or control of any and all agents and subcontractors of
BUSINESS ASSOCIATE.

12. Miscellaneous

Rev. 5/31/2018

Regulatory References. A reference in this Agreement to a section in the Privacy
and Security Laws means the section in effect or as amended.

Amendment. BUSINESS ASSOCIATE and STATE agree to take all actions
necessary to amend this Agreement in order for STATE to comply with the
requirements of the Privacy Rule, Security Rule, HIPAA, ARRA, and/or any
other Federal or State law that is determined to apply to the Protected Health
Information, Electronic Protected Health Information, or Personal Information
covered by this Agreement. All amendments shall be in writing and executed by
both parties.

Survival. The respective rights and obligations of STATE and BUSINESS
ASSOCIATE under Sections 3, 6, 7, and 8 above, shall survive the termination of
this Agreement.

Interpretation. In the event of an inconsistency between the provisions of this
Agreement and mandatory provisions of the Privacy and Security Laws, as
amended, the Privacy and Security Laws shall control. Where provisions of this
Agreement are different than those mandated in the Privacy or Security Laws, but
are nonetheless permitted by the Privacy or Security Laws, the provisions of this
Agreement shall control. Any ambiguity in this Agreement shall be resolved to
permit STATE to comply with the Privacy and Security Laws.

10



e. Third Parties. This Agreement is solely between BUSINESS ASSOCIATE and
the STATE and may be enforced only by BUSINESS ASSOCIATE or the
STATE. This Agreement shall not be deemed to create any rights in any third
parties or to create any obligations or liabilities of BUSINESS ASSOCIATE or
the STATE to any third party.

HAWAII EMPLOYER-UNION HEALTH BENEFITS
TRUST FUND (“STATE”)

By

Its Administrator

Date: , 201

[name of business associate]
(“BUSINESS ASSOCIATE”)

By

Its

Date: , 201

APPROVED AS TO FORM:

Deputy Attorney General

Rev. 5/31/2018 11
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1.0 Executive Summary

From July — September 2018, Public Consulting Group, Inc. (PCG) conducted a feasibility study
for the Hawaii Employer-Union Health Benefits Trust Fund (EUTF). The purpose of the
feasibility study was to determine the best approach to enhancing the EUTF’s automated
system capabilities and thus, the performance of its mission-critical benefits administration
functions by either upgrading its existing benefits administration system that was implemented

in 2009, acquiring a new solution in the marketplace, or leveraging the State’s implementation of
PeopleSoft Human Capital Management/Human Resources (HCM/HR) solution. This report
presents the results of the feasibility study, which included the following activities:

e Building a business case for seeking a new and/or better solution

¢ Scanning the marketplace to identify viable products and vendors offering benefit
administration solutions

e lIdentifying alternative solutions and recommending the “best-fit" solution to address the
needs of EUTF and its members, employers, and carriers

¢ Documenting the costs, benefits, implementation plan, and risks associated with the
preferred alternative in this Feasibility Study Report

Through our review of existing documentation and meetings with the EUTF project team, PCG
developed and refined a set of business problems that the new solution must solve. Focusing
on areas such as the lack of self-service capabilities and accounting functionality, and the need
for processing improvements that include transmitting data electronically and generating
management reports, the project was positioned to develop a set of requirements that were
eventually included in a survey sent to vendors offering benefits administration solutions in the
marketplace.

Based upon an analysis of the survey results, PCG identified that the market does indeed offer
solutions — including Commercial Off the Shelf (COTS) and Software as a Service (SaaS)
solutions — that could meet over 90% of the EUTF’s business and technical needs. PCG also
determined that updating the EUTF’s existing system is not viable since version upgrades have
not been performed to avoid the loss of customized features that have been installed over the
last several years. In this scenario, upgrading the system would amount to replacing it.

PCG’s recommendation is to implement a new solution at EUTF. Through the competitive
procurement process the EUTF can consider both options of selecting a stand-alone benefits
administration solution or leveraging the State’s implementation of PeopleSoft HCM/HR to
replace the EUTF’s existing system, which would entail:

e Acquiring a vendor to write the solution/system integrator solicitation document and
assist in the vendor selection process

e Acquiring the services of a systems integrator to implement the solution and provide
ongoing support

o Dedicating EUTF staff and engaging with the State’s Office of Enterprise Technology
Services (ETS) or a third party to support the project

e Acquiring Independent Verification & Validation (IV&V) services to support the project

e Configuring and implementing the solution over an estimated period of 18 months
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The estimated one-time cost of implementing the benefits administration solution is
$10,354,000. The annual maintenance and operations cost is estimated to be $1,550,000.
Beginning with the procurement activities in November 2018, it is estimated that the solution will
be implemented in August 2021. In addition to including the results of the feasibility study, this
report describes the proposed solution, discusses the approach to managing the project, and
speaks to the issue of identifying and mitigating potential risks in order to support project
success.
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2.0 Introduction

The EUTF is administratively attached to the State of Hawaii's Department of Budget and
Finance and is governed by a 10-member Board of Trustees. It is the EUTF's mission to care for
the health and well-being of its beneficiaries by striving to provide quality benefit plans that are
affordable, reliable, and meet the changing needs of all eligible State of Hawaii and City and
County of Honolulu, County of Maui, County of Kauai, and County of Hawaii employees,
retirees, and their dependents. The EUTF covers approximately 67,000 active employees plus
54,000 of their dependents, and 47,000 retirees plus 21,000 of their dependents.

2.1 Purpose of the Health Benefits Administration System Feasibility Study

The EUTF Board of Trustees selected PCG to conduct a feasibility study to recommend
upgrading or replacing its existing Benefits Administration System (BAS), which supports the
EUTF’s mission-critical functions. In 2017, the State selected PeopleSoft to replace its payroll
system for state employees. The EUTF’s new solution must share data with the new payroll
system and meet its business and technical requirements in a cost-effective manner. The
alternatives to be considered in the feasibility study include:

e Upgrade EUTF’s current BAS that was originally installed in 2009 and is currently
running on outdated versions of the application software

e Acquire a benefits administration solution in the marketplace to replace EUTF’s BAS

e Leverage the enterprise license and existing infrastructure of the state’s implementation
of PeopleSoft's HCM/HR solution to host EUTF’s benefits administration functionality

The purpose of this feasibility study is to help the EUTF make an informed decision on how best
to replace its current system in order to accomplish its organizational mission and goals. The
scope of the feasibility study included:

¢ Provide a market scan for viable vendors in the Benefits Administration market

o Develop a business case that illustrates risk mitigation, cost avoidance, and process
improvements to be gained from the new system

o Identify alternative solutions and recommend the most cost-beneficial solution to
address system needs

e Document the costs, benefits, implementation plan, and risks associated with the
preferred alternative in a Feasibility Study Report (FSR)
2.2 Feasibility Study Methodology and Approach

PCG’s approach to conducting this feasibility study was based upon our well-tested approach
that was refined to meet the EUTF’s specific needs. Conducted over a period of 4 months, our
methodology is represented in the figure below and briefly described on the following pages.
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Project Initiation

During the project initiation phase, PCG conducted a pre-planning meeting with the EUTF
Project Team to confirm the project scope and objectives. This meeting addressed various
planning considerations, project roles and responsibilities, scheduling conflicts and potential
project risks for the development of early mitigation strategies and the finalization of the
baseline project schedule. The project formally kicked-off on July 2, 2018.

Business Case Development

The goal of this phase was to understand the current business and technical environment within
which the solution must operate. Steps were also taken to identify the current maintenance cost
of the BAS. PCG met with the EUTF Project Team to document the current business and
technical environments, and understand the challenges and opportunities that were to be
addressed in the project. This phase culminated in a clear definition of the business problem(s),
confirmation of the scope for the desired solution, and included a Business Case Workshop to
assess and validate the future needs and objectives of the desired solution.

Requirements Development

The purpose of this phase was to document the high-level requirements that must be met by the
new solution. To complete this task, PCG conducted requirements workshops based upon a
pre-existing set of requirements. Once finalized, these requirements were used in the analysis
of alternative solutions in the marketplace and incorporated into the FSR.

Alternatives Analysis

During this phase, the PCG Project Team scanned the marketplace to identify the solutions that
could support the EUTF’s business and technical needs. The goal of this task was to identify
viable alternatives based on an agreed-upon set of criteria. Once the market research results
were compiled, PCG conducted an Alternatives Analysis Workshop with EUTF staff to discuss
the results and move towards selecting the preferred solution.

Proposed Solution Analysis

PCG analyzed the viable solutions to recommend a preferred approach that was discussed in
the Alternatives Analysis Workshop. Additional research was conducted as needed. Further
analysis and discussion occurred following the sessions in order to finalize the approach and
refine the high-level cost of pursuing the project.

Completion of FSR

This phase of the project focused on documenting the results of the feasibility study, which are
presented on the following pages of this report. It also included presentations to the EUTF
Administrative Committee and Board of Trustees to obtain budget approval.
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3.0 Baseline Analysis

This section describes the current (‘as-is’) environment to provide context for replacing or
upgrading the EUTF’s existing system. It describes the business environment and provides the
technical architecture information and diagrams — laying the groundwork for the alternatives
analysis and consideration of the proposed solution. This information was gathered through a
review of existing business, systems and architectural information, and from information
gathered from Subject Matter Experts (SMEs) during business case and requirements sessions.

3.1 Current Business Environment

The EUTF is administratively attached to the State of Hawaii Department of Budget and Finance
and is administered by a board of trustees consisting of 10 trustees, 5 representing the public
employers and 5 representing employee-beneficiaries that include a retiree representative. The
EUTF Board is responsible for determining the benefit plans offered, negotiating and entering
into contracts with insurance carriers and plan administrators, establishing eligibility criteria and
management policies. The EUTF provides medical, chiropractic, prescription drug, dental,
vision, and life insurance benefits to all eligible State of Hawaii, City and County of Honolulu,
County of Maui, County of Kauai, and County of Hawaii employees, retirees, and their
dependents. The EUTF covers approximately 67,000 active employees plus 54,000 of their
dependents, and 47,000 retirees plus 21,000 of their dependents. Employer contributions for
active employee insurance programs are based on applicable public sector collective bargaining
agreements or by executive order. Employer contributions for retiree insurance premiums are
based on Chapter 87A, Hawaii Revised Statutes. Any remaining premium balance is paid by
employees through payroll deduction or premium conversion plan reduction and paid by retirees
directly, if applicable.

The EUTF is comprised of 59 full time employees and is managed by the Administrator who is
directed by and reports to the Board. The EUTF is primarily organized into three branches: 1)
Financial Services Branch; 2) Information Systems Branch; 3) Member Services Branch (see
Figure 2).

BOARD OF TRUSTEES

HAWAII EMPLOYER-UNION HEALTH
BENEFITS TRUST FUND

ADMINISTRATION

FINANCIAL INFORMATION MEMBER
SERVICES BRANCH SYSTEMS BRANCH SERVICES BRANCH

Figure 2: Organization Chart

The EUTF’s BAS serves as the backbone of its daily operations in enrolling and terminating
members in the EUTF health plans; transmitting information to insurance carriers, billing and
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collecting premiums from employers, employees and retirees; and remitting payments to
vendors. The BAS supports the following EUTF functions:

Enrollment
Eligibility

Terminations

Notices and reports generation
Mid-year qualifying life events

Processing of financial transactions

e Electronic transmissions )

Document scanning, storage and retrieval

3.2

To process benefits for new hires, the EUTF receives forms via mail, fax, electronic file, or
delivery from the Human Resources Officers (HRO) via pouch. The forms are opened, sorted
and scanned into EUTF’s imaging solution (i.e., Kofax). Those images are released into the
BAS and indexed and released into a workflow. Once documents are released, workflow
automation is initiated via round-robin to enroliment technicians. Enrollment technicians
process/enroll members; weekly 834 Electronic Data Interchange (EDI) files are sent to the
carriers. If supporting documents are not received, the workflow is left open and pended with a
later due date. Once all the documents are received, the member’s request is processed by
creating the life event and the confirmation notice and sending changes to the carrier. Payroll
files are sent to employers semi-monthly, and the payroll deduction from employees’ paycheck
occurs semi-monthly, as shown in the figure below.

START

EUTF NOTIFIED OF
NEW HIRE / LIFE
EVENT CHANGE

Current Business Processes

RECEIVED VIA
POUCH OR MAIL
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OR SECURE FILE
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Figure 3: New Hire/Life Event Process Flow
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The EUTF’s program statistics that relate to its current processing environment are provided in
the table below.

Table 1: EUTF Program Statistics

Program Statistics Volumes
Number of external users (employers) inputting data, all requiring ID 552
management

Internal EUTF users 57 concurrent users
Casual (Public) Data Users ~ 116,000 subscribers
System Administrator Users 21
Number of tables in database 3,375
Number of screens in current system 308
Frequency of process Daily
Number of reports 41 reports, 19 exports
Number of ad hoc reports 75
Number of interfaces to operational database 60
Current volume of data stored 1.2TB

3.3 Technical Environment

The EUTF exchanges a large amount of data with various public and private external entities
including insurance carriers and State and County employers. Due to the EUTF’s status as a
Health Insurance Portability and Accountability Act (HIPAA) covered entity, it is required by the
Department of Health and Human Services (HHS) Office of Civil Rights (OCR) to adhere to the
information privacy and security rules pursuant to the HIPAA Act of 1996.

The current system that EUTF has been using since 2009 is Vitech’s V3 Benefits Administration
System, version 8.02. At the time of this report, the system has not been upgraded to the most
current Vitech version 10. In March of 2018, the EUTF client moved away from the on-premises
support model and into Microsoft Azure’s Cloud. Figure 4 below represents the Azure current
V3 logical network.

Page 8



Hawaii Employer-Union Health Benefits Trust Fund
Health Benefits Administration Feasibility Study Report

. TYywww
TYTww &3
- a—

APPL APPZ WEBL AFP1 APP2

APPL
. ‘ |

| | E |

‘ | =8
—=;
r
WEB1 WEB2 Batch DB o WEB1 WEBZ
e,
:

|
3
g
|

o

Load Balancer

FE——
Load Balancer

https:/fga. hawaii gov Load Balancer

https//benefits.eutf hawaii.gov

htips: /fuathawailLgov

Figure 4: Azure V3 Environment Logical Network

The BAS technical environment is comprised of the following:

Vitech’s V3 Benefits Administration System, version 8.02

Windows 2008 server — 2 web servers, 1 database servers, 2 application servers, 1
Load balancer and Gateways

One Batch processing server

Database Oracle 11g

Applications Server Oracle OC4J

Applications Server Environments Production, Test, Development
One Imaging Kofax Server

MS Azure cloud provides Backup and Recovery

MS Azure provides Disaster Recovery environment
Production/QA/UAT (3) environments

Multiple interfaces are utilized for data exchanges

The EUTF’s Kofax scanning/fax logical diagram is provided in Figure 5 below.
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Figure 5: Kofax Scanning/Fax Logical Diagram

The cost of maintaining and operating the BAS is comprised of state personnel costs and

vendor costs. The total current cost is $1,586,596, as itemized in the table below.

Table 2: Current Maintenance Cost of the BAS

Maintenance & Operations Annual Cost
State personnel $584,156
License fees $379,260
Imaging support $8,000
Ongoing maintenance $615,180

Total $1,586,596
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4.0 Business Case

This section presents the business case for replacing the EUTF’s current system. The EUTF is
seeking a solution that offers:

e Paper and electronic (i.e. pdf, tiff, etc.) document scanning directly into BAS, and the
ability to store/retrieve member enrollment and proof document images

e Processing of member enrollment and termination into and from medical, prescription
drug, dental, vision, chiropractic, and life insurance plans in addition to a mid-year
qualifying life event and/or open enrolliment

¢ Generation of enrolliment/premium changes and COBRA notices to be sent to members
e Generation and transmission of electronic enroliment files to insurance carriers

e Processing of payments, reimbursements, and deductions to and from members,
employers, and carriers

e Generation and transmission of automatic electronic payment and deduction files to and
from employers, carriers, and members’ bank accounts

e Creation of custom queries and reports
¢ Ability to exchange data through multiple interfaces with external systems
o Generation of document templates, letters, forms, notices and invoices

¢ Availability of member and employer portal(s)

41 Business Problems & Objectives

Business problems provide the statement of a problem in business terms; objectives are
success factors that the EUTF will quantify and use in order to measure the success of the
proposed solution. The table below presents the business problems that the new solution must
solve. It also includes objectives that the EUTF will strive to meet with the implementation of a
new/upgraded solution.

Table 3: Business Problems & Objectives

Business Problem Objectives
1. Employees and retirees are unable to self- A. The new solution will offer a front-end web
enroll in benefit programs and/or submit portal and reduce manual enroliment
changes via a web portal. processing performed by EUTF staff.

B. The new solution will offer a front-end web
portal for employee and retiree members and
improve customer satisfaction.

C. The new solution will offer a web portal that
will provide immediate enrollment status and
premiums to members.

D. The new solution will offer a web portal that
will provide members their account balances.
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Business Problem

Objectives

E. The new solution will offer a web portal that
will minimize administrative work on the
member’s employer.

F. The new solution will offer a web portal that
will reduce manual data entry and profile
creation errors due to illegible hand-written
forms.

G. The new solution will offer a web portal that
will reduce administrative appeals by having
the administrative rules and policies coded
within the system.

H. The new solution will offer a web portal that
will eliminate the delay between the receipt
and distribution of forms to the EUTF’s
enrollment technicians.

I. The new solution will offer a web portal that
will reduce the number of member queries
performed by EUTF staff.

2. System response time to process enroliment
activities and run queries is slow and
requires EUTF staff to work outside the
system to provide excellent customer
service.

A. The new solution will provide quick response
to member walk-ins/calls in order to
immediately process the request.

B. The new solution will provide an image
capture that scans directly into the BAS and
reduce request processing times from 15
minutes to 2 minutes.

C. The new solution will provide an end-user
dashboard to support the EUTF
administrative staffs’ ability to provide
improved customer service.

D. The new solution will provide online real-time
transaction processing to process rush
enrollments immediately and increase
customer satisfaction.

3. EUTF staff are not able to perform data entry
when the batch processing cycles occur
during business hours.

A. The new solution will provide real time online
transaction processing and/or the ability to
successfully complete batch processing
within a 10-hour window.

B. The new solution will increase productivity
when the system is no longer down during
business hours.

4. The current BAS has limited accounting
functionality, which requires manual
adjustments and the use of offline

A. The new solution will integrate with an
Accounting/Financial management tool to
provide automation and reduce rework for
the EUTF staff.
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Business Problem

Objectives

spreadsheets (via Excel and Quickbooks) to
reconcile accounts.

B.

The new solution will integrate with an
Accounting/Financial management tool to
reduce the number of overrides, refunds, and
overpayments.

C. The new solution will integrate with an
Accounting/Financial management tool to
reduce the number of unidentified, aged,
large balanced forfeitures.
D. The new solution will allow EUTF to meet
external deadlines (e.g., DAGS, Bank of
Hawaii).
5. The EUTF is unable to process certain A. The new solution will eliminate manual work
enrollment changes for members without arounds for processing events.
uEINETLL AT R T B. The new solution will reduce enrollment
work arounds to perform the following : . :
actions: processing fron_1 10-15 mmut_es to an
average of 2 minutes, which will
e |nitiate survivor enroliment, approximately double daily production.
e Change a current domestic partner into C. The new solution will reduce manual work
a spouse or civil union partner, arounds which cause errors and re-work,
i ) increasing Member Services’ productivity by
e Waive coverage and reinstate plans for 40%.
leaves of absence including Family
Medical Leave Act (FMLA) and Uniform D. The new system will reduce accounting re-bill
Services Employment and issues associated with multiple life events.
Reemployment Rights Act (USERRA),
e Process a change in public employer
(i.e., state to county, county to state,
county to county) allowing an employee
to enroll in new plans and tiers,
e Undo a termination of employment,
o Process feedback reports from carriers
related to Medicare Part D
e Coordinate Medicare Part B
reimbursement and disbursement
functionalities in BAS
6. The EUTF is unable to electronically transfer A. The new solution will reduce manual
employee demographic data to or from the processing and data entry activities.
S pentiell S, B. The new solution will transfer data on a real-
time basis.
C. The new solution will interface with the

HawaiiPay solution; employee data will exist
in the system.
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Business Problem

Objectives

7. The EUTF is unable to efficiently
electronically transfer employee data to
carriers and employers without significant
manual intervention

A

The new solution will support the use of file
formats based upon industry standards and
best practices

The new solution will transmit files via EDI
and reduce the manual effort to transmit files.

8. The current BAS has limited reporting
abilities, which requires the IT staff to
process roughly 200 custom queries/year

and 75 ad hoc reports on an ongoing basis.

The new solution will integrate with a
Business Intelligence tool to enable staff to
retrieve data on a more timely basis.

The new solution will integrate with a
reporting tool to allow staff to apply their
expertise on other projects.

The new solution will integrate with a
reporting tool to assist staff in decision
making.

The new solution will integrate with a
reporting tool to assist staff with the ability to
create and produce specific reports/analysis.

The new solution will integrate with a
reporting tool to give staff the access they
need to retrieve a report without asking the IT
staff.

The new solution will integrate with a
reporting tool to decrease the number of
custom queries and ad hoc reports the |IT
staff receive to process.

4.2 Benefits

The EUTF needs a new benefits administration solution to support its mission-critical functions.
It has elected to replace its current system as a cost of doing business. The EUTF also expects
to realize significant benefits by implementing a new solution. The tangible and intangible

benefits are presented below.

4.21 Tangible Benefits

o Efficiencies generated:

e Reduction of manual enrollment processing performed by EUTF staff as a result of
self-service portals for members and employers

¢ Reduction of data entry errors by reducing the steps needed to process changes/life

events

¢ Reduction of documentation to be incorporated into the BAS

¢ Reduction of data entry into the BAS
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4.2.2

4.3

¢ Reduction of enrollment processing time from 10 — 15 minutes to an average of 2
minutes

¢ Reduction in accounting rework/manual adjustments related to overpayments, rebills,
refunds, etc.

Costs avoided:

e Reduction in administrative appeals

¢ Reduction of unidentified, aged, large balanced forfeitures
¢ Reduction of postage costs

e Reduction of printing costs

¢ Reallocation of resources to support new/other projects

e Reduction in system/production downtime (loss in productivity)

Intangible Benefits

Increased capacity building for benefits administration that enables expansion of system
functionality to members, employers, carriers and EUTF employees

Improved member services and service outcomes through improved information
feedback for decision making

Enhanced member experience and satisfaction, through self-service functionality to
manage account information

Increased collaboration with employers and carriers, leading to improved member
services, from secure information sharing and data governance

Enhanced financial management and compliance, enabled via consolidated financial
transactions and management information reporting

Reduced information security and privacy compliance risks through compliance with
federal and best-practices security standards

Minimized risk of system failures and inability to serve members due to outdated
software and equipment

Increased customer satisfaction through availability of self-service functionality and
increased access to information

Increased employer and carrier satisfaction

Improved data quality and data analytics capabilities

High-Level Requirements

High-level business and technical requirements were developed for the EUTF Project. These
requirements helped to identify the EUTF’s current and future needs and were sent to vendors
in the marketplace to support the alternatives analysis (see Section 5. Alternatives Analysis).

These requirements must be further elaborated to support future procurement and design
activities of the EUTF Project. The business functional and technical requirements for the
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proposed EUTF solution are organized in the categories shown in Table 4 below. The full set of

requirements are presented in Appendix A.

Table 4: EUTF Requirement Categories

* Employee Self-service

*  Workflow Management

* Business Process Management

* Calculations and Invoicing

» State and Federal Laws/Requirements
* Correspondence

* Document Imaging and Storage

*  Document Retrieval

* General Application Functionality

¢ Historical Data

User Management
Audit

Security

Performance
Availability

User Interface

Help Functionality
Usability

Database Management
Network and Operating Systems
Application Architecture
Interfaces
Maintainability

Batch Printing
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5.0 Alternatives Analysis

5.1 Methodology

During this phase, PCG scanned the marketplace to identify alternatives and support the
eventual identification of a recommended approach. Through market research, the alternatives
analysis provided the basis for:

o Collecting relevant data to identify product availability, competitive market forces, and
viable options

o Estimating scope, schedule and budget

¢ Recommending solution and/or solution components

¢ Providing information on specific risks or pitfalls specific to the project
¢ |dentifying unanticipated work, services or products to be included

¢ Identifying procurement considerations

To initiate the market scan we performed online research and met with EUTF management to
identify vendors in the marketplace. We then worked with EUTF to build the survey tool (see
Appendix B) that included questions that were grouped into the following areas:

e Business and Technical Requirements
o Technology Solution and Support Services
e Cost and License Fees

In total, the survey included over 25 questions along with approximately 125 requirements. PCG
sent the surveys to the following 11 vendors:

e ADP e Morneau Shepell
e BenefitExpress e Oracle PeopleSoft
o Benefitfocus e Ultimate Software
e BenTek e Workday

o CaGl e Vitech

e Microsoft 365 Dynamics

Five vendors responded to the survey over a 5-week period. The responses are summarized
below:

Business and Technical Requirements

In order to identify the degree to which solutions in the marketplace are capable of meeting
EUTF’s requirements, vendors were asked whether their solution met each requirement:

e QOut of the box, and could be configured without requiring custom code

e Using a 3"-party tool or add-on application, such as a report writer or document imaging
solution

e Through custom development
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Based on the survey results, benefit administration solutions in the marketplace can meet over
90 percent of the EUTF’s requirements out-of-the-box. This includes Software as a Service
(SaaS) and Commercial Off the Shelf (COTS) solutions, which could be installed on the EUTF’s
premises, at the vendor’s data center, or exist in the cloud, depending on the specific type of
solution and client preferences. Here, it should be noted that the State of Hawaii ETS has
directed state agencies to select SaaS or COTS when implementing new IT solutions, and
custom development is discouraged.

The remaining requirements, such as those that address Uniformed Services Employment and
Reemployment Rights Act (USERRA) requirements, or Medicaid Part B overpayments, or
document scanning/imaging may require custom development and/or an add-on tool.

Technology Solution and Services

Technology solution and support services questions asked vendors to describe their current
benefit administration services solutions and ongoing support offerings. Hardware, software,
and network infrastructure questions were asked. Vendors experience with configuring and
implementing solutions comparable in scope to the one needed by EUTF was also queried.
Responses in this area are summarized below:

o Both SaaS and COTS solutions exist in the marketplace that could meet the EUTF’s
needs

e Solutions may be installed on premise or in the cloud and can be sized and scaled
appropriately

o All viable solutions are web-based, accessed via a browser and provide a user portal
that provides functionality and workflows for members, employers, and/or staff

o All viable vendors have provided solutions to other clients/states that are comparable in
scope and size to EUTF and support:
= Generally accepted technical platforms;

= Back-end batch processing and offer a variety of configurable functionality and
data fields;

= |ndustry standard security protocols (i.e., HIPAA, Service Organization Control
[SOC] 1 Type Il and SOC 2 Type Il compliant)

= Business Intelligence (Bl) and most are configurable and support: reports, forms,
letters, dashboards, invoices, and workflow

= Maintenance and Operations (M&O), Help Desk, and ticket management systems.
e All viable vendors offer regularly scheduled software upgrades/new releases
e All viable vendors provide training and supporting documentation
¢ All viable vendors offer a solution that transmits data to/from other applications/systems

e Some viable vendor solutions offer built in imaging systems while others may require a
third-party solution

Cost and License Fees

Cost questions sought to obtain pricing estimates for one-time and ongoing costs based upon
information included in the survey. Questions about software licensing, and the types of
licensing (e.g., enterprise) were also asked. Cost tables were included in the survey in an
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attempt to obtain cost information in a standardized fashion in order to compare pricing
information across the alternatives. Responses in this area are summarized below:

¢ Implementation timeframes, which is often considered to be a driver of one-time costs,
ranged from 12 — 24 months

e The cost for implementing a new solution on premises represented the highest one-time
cost across the different alternatives

¢ While the one-time cost for acquiring a new solution, or leveraging the HawaiiPay
solution was relatively the same, the ongoing cost for leveraging the HawaiiPay solution
was considerably less than the ongoing cost for a free-standing COTS or SaaS

e Licensing options vary across the vendors and include:

= Per EUTF employee base
= Enterprise licenses
=  Per member subscription

¢ Based on the information gathered from the surveys, the one-time solution/system
implementation cost was estimated at $8,750,000, excluding state personnel positions
and other needs.

5.2 Description of Alternatives

This section provides a description of each alternative and discusses the critical characteristics
of pursuing each approach.

5.2.1 Alternative 1 — Upgrade the EUTF’s Current Solution

The EUTF’s current solution consists of the hardware and software necessary to run the BAS
that was implemented by Vitech, Inc. in 2009. Although the EUTF moved away from an on-
premises support model to Microsoft Azure’s Cloud in March of 2018, its solution is not certified
for Oracle’s cloud in accordance with ETS’ preference. The EUTF currently contracts with
Vitech for maintenance and operations support of the BAS through September 2020.

The EUTF is currently running on Vitech’s (version 8.02) benefits administration solution, known
as V3. The BAS has been significantly customized to meet the EUTF’s specific needs over the
last several years and version upgrades have not been performed because of the risk to EUTF’s
business. Vitech’s current offering in the marketplace is an on-premise solution V3, version 10
and a cloud solution known as V3locity.

The most distinguishing pros and cons of this alternative are presented below.

Table 5: Alternative 1 Pros and Cons

Pros Cons
e Product familiarity e The BAS (V3, version 8.02) is several
versions behind the current offering (V3,
version 10)

e Upgrading the current BAS would
essentially amount to replacing it
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Pros ’ Cons

e Solution is not certified for Oracle’s
cloud

PCG determined this alternative to be non-viable given that ‘upgrading’ the BAS would equate
to replacing it with the most current version of the software that is offered in the marketplace.
Migrating to the most recent version would neither be practical nor feasible. Should the EUTF
wish to consider the V3locity solution in the future, this would occur through the competitive
procurement process.

5.2.2 Alternative 2 — Install a New Solution

As shown in the market scan, SaaS and COTS solutions exist in the marketplace that would
meet the EUTF’s business and technical needs. These benefits administration solutions have
been installed in other states and/or environments comparable in scope and size to EUTF.
Because an on-premises installation is neither desirable, nor cost-effective for the EUTF, the
solution would be hosted by the vendor at its data center or in the cloud in accordance with ETS
requirements.

To pursue this alternative, the EUTF would conduct a competitive procurement for a COTS or a
SaaS - one solicitation would be released to acquire the solution as well as the systems
integrator (Sl) to implement the solution. In addition to configuring, testing, installing and
maintaining the solution, the S| would be required to provide business process re-engineering
services and organizational change management support during the project.

The most distinguishing pros and cons of this alternative are presented below.

Table 6: Alternative 2 Pros and Cons

Pros

Cons

e The competitive procurement process
will allow the EUTF to evaluate and
compare COTS and SaaS solutions to
select a new solution that will meet their
needs at a competitive price.

Potential disruption to operations

e Solutions have been implemented in e Increased need for training
other states and in similar
environments, representing an
acceptable level of risk to the EUTF

e The competitive procurement process e Annual maintenance and operations
will support the EUTF’s ability to meet cost is higher than the leveraged
ETS directives and statewide initiatives solution (Alternative 3)

¢ Since solutions in the marketplace are
targeted to benefits administration, risks
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Pros ’ Cons

associated with the need for
customization are reduced.

5.2.3 Alternative 3 — Leverage the State’s HCM/HR Solution

The State selected PeopleSoft’s core application (i.e., HCM/HR) to replace its payroll system for
state employees in 2017. Once fully implemented, the EUTF’s solution would interface with the
new payroll system (known as HawaiiPay).

In addition to offering payroll functionality, PeopleSoft’s solution includes a benefits
administration module. In this alternative, the EUTF would acquire PeopleSoft’s benefits
administration module and a Sl to install and configure the module that would interface with
HawaiiPay. While the EUTF’s members (e.g., retirees at the State and County levels and their
dependents) would surpass what currently exists in HawaiiPay, State employee data would be
transferred via an interface. This approach would involve creating a separate stack of their own
environment with their own database, to give EUTF the utmost control over their environment
and data, while taking advantage of the opportunity to leverage a shared infrastructure and
realize price reductions on license fees.

The most distinguishing pros and cons of this alternative are presented below.

Table 7: Alternative 3 Pros and Cons

Pros Cons

e Aligns with ETS IT initiatives and
leverages the State’s familiarity with,
and investments in PeopleSoft products

Potential disruption to operations

e The leveraged solution has been ¢ Increased need for training
implemented in similar environments
and the recommended
infrastructure/base solution (HCM/HR)
is in place in Hawaii reducing risk to

EUTF

e Cost savings can be realized due to e Unknown charge-back fees may be
price reductions on license fees and instituted that could potentially increase
maintenance and operation costs annual maintenance costs

e Partnering with DAGS to leverage e Leveraging PeopleSoft's HCM/HR core
PeopleSoft's HCM/HR core solution solution may present interdependencies
may represent economies of scale that would be impactful to the
and/or efficiencies that may benefit the implementation of EUTF’s solution
EUTF

e Since solutions in the marketplace are
targeted to benefits administration, risks
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associated with the need for
customization are reduced.

Page 22



Hawaii Employer-Union Health Benefits Trust Fund
Health Benefits Administration System Feasibility Study Report

6.0 Proposed Solution
Through this analysis, PCG concluded the best alternative is to replace the BAS with an
application that is available via a COTS or a SaaS model that includes the possibility to leverage
the state’s PeopleSoft HCM/HR solution. The following sections describe the EUTF’s approach
to acquiring and implementing the proposed solution.
6.1  Solution Description
In the Benefits Administration solution project, the EUTF will seek a system that will support:

¢ Self-Service Functionality

e Workflow Management

e Business Process Management

e Calculations and Invoicing

e Payments and Reimbursements

o State and Federal Laws/Requirements

e Correspondence

e Document Imaging and Storage

¢ Document Retrieval

e General Application Functionality

e Historical Data

e Reporting

The solution will require less than 20% customization to meet the EUTF’s business needs.

6.1.1 Hardware

The selected vendor will be responsible for providing the development, testing, training, and
production environments. The selected vendor will host the Benefits Administration solution and
provide on-going maintenance and support.

6.1.2 Software

The selected vendor will be responsible for providing the software necessary to meet the
EUTF’s business needs.

6.1.3 Project Approach

This section describes the approach that the EUTF will take to proceed with this project. The
key phases and major milestones are shown in the figure below with descriptions that follow.
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Vendor Configuration & Maintenance &

Procurement Implementation Operations
11/18 - 12/19 3/20 - 8/21 9/21 - 7/24

Figure 6: Benefits Administration Solution 5-Year Project Approach

Vendor Procurement

The EUTF will acquire a vendor through the competitive procurement process to provide the
necessary software, configuration, testing, and training to successfully implement the solution in
order to meet the EUTF’s business and technical needs.

In addition to acquiring the Benefits Administration solution and systems integrator, the EUTF
will procure other contract services to support project success. With support from ETS and the
State Procurement Office (SPO), EUTF will:

o Develop and issue a Request for Proposal (RFP) to acquire a consultant to write the
Benefits Administration solution Request for Proposals (RFP) and support vendor
evaluation and selection

e Develop and issue a RFP to obtain Independent Verification & Validation (IV&V)
services to assess the project against industry standards and project requirements to
provide an unbiased view to stakeholders

Allowing for contract execution, the procurement phase is scheduled to begin in November 2018
and end in December 2019. Additional information on the EUTF’s procurement activities is
provided in Section 6.1.18.

Configuration and Implementation

The Benefits Administration solution vendor will be responsible for providing the software and all
of the services to configure, implement, maintain and operate a Benefits Administration solution.
During this phase, the vendor will be responsible for the following deliverables and activities:

e Project Management: The selected vendor will develop the project plans and associated
schedules, and perform all project management responsibilities on behalf of its activities
to successfully implement the solution.

e Requirements Management: The selected vendor will conduct sessions with the EUTF
to finalize the functional requirements for the Benefits Administration solution. The
finalized requirements will be base-lined in a Requirements Traceability Matrix (RTM).
Modifications to the requirements must be approved by the EUTF Change Control Board
and documented in the RTM.

e Business Process Re-engineering (BPR): The selected vendor will perform a detailed
Fit-Gap analysis to determine where application configuration is required and where
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process and procedural changes are needed. BPR support will be provided to ensure
that the Benefits Administration solution will support the EUTF’s ability to perform its
core functions as efficiently and effectively as possible.

¢ Design and Configuration: The selected vendor will be responsible for configuring the
Benefits Administration solution to include the initial set-up activities that will allow the
EUTF to use the application.

The EUTF shall carefully consider the degree of configuration and amount of
customization required. In this project, the Benefits Administration solution will require
less than 20% customization to meet the EUTF’s business needs. This will include
activities such as:

= Defining the functional and technical requirements
= Building the database / creating the correct data fields in the database
= Setting up system access / user authentication / system security
= Setting up the workflow management business rules
= Developing the forms and reports
= Setting up the field validation and calculation rules
¢ Organizational Change Management (OCM): The selected vendor will assist the EUTF
and its business partners to prepare for, manage, ensure knowledge transfer occurs

continuously through all the implementation phases, and support successful system
implementation.

e Testing: The selected vendor will build test cases/scenarios and perform application
testing. The vendor will work with EUTF to define the user acceptance criteria and
testing process and assist the EUTF in User Acceptance Testing (UAT). Solution
documentation should be provided and continuously updated throughout testing.

e Implementation and Deployment: The selected vendor will work with the EUTF to
develop an implementation strategy to ensure the solution is deployed effectively.

e Training: The selected vendor will develop all of the training modules and associated
materials necessary to successfully deploy the solution to internal and external users.

The development and implementation phase of the project is planned to begin in March 2020
and end in August 2021.

Maintenance and Operations

The selected vendor will host the application at their vendor site (or cloud) and provide ongoing
M&O support, which is scheduled to begin in September 2021. The selected vendor will
maintain four environments: development, quality assurance, user acceptance testing and
production. The selected vendor will also conduct system testing, release management,
change management, and provide technical support.

6.1.4 Technical Interfaces

The Benefits Administration solution will interface with multiple systems in order to share data to
and from the State and County employers, benefit carriers, and other entities (existing interfaces
are listed in Table 8).
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Interface

Employees Retirement
System (ERS)

State Payroll System

State and County
Employers

Benefit Carriers

Bank of Hawaii

Hawaii Information
Consortium
Department of Health
Judiciary

IRS

Accurint

Prescription Drug Carrier

State and County Payroll

Department of Human
Services (DHS)

State and County
Employers

The Federal Reserve

IntelligentSearch.com

Table 8: Current System Interfaces

Purpose

Pension deduction amounts for retirees

Premium deduction amounts, refunds for
employees, imputed income for domestic
partners and civil unions, payroll warrant
register.

Enrollment and employee/employer premium
amounts for active employees

Enroliment related transactions, eligibility,
plan choice, dependents notification

ACH premium deduction amounts, ACH
deposit for Medicare Part B reimbursement
and Out of State premium reimbursement

Credit card premium deduction amounts for
retirees and active employees

Death and surviving spouse verification
Divorce verification

1099 imputed income reporting

Death verification for outside Hawaii
Medicare Part D enroliment and verification

Tax deductions for wellness prize giveaways,
pre-tax refunds

Medicare Reimbursement verification

Electronic enrollment forms and eligibility
related transactions.

Regular updates of bank institution and
routing numbers

Address verification service

‘ Import/Export Process

Directly to/from V3
Directly to/from V3

Directly to/from V3

Directly to/from V3
Directly to/from V3

Directly to/from V3

Manual
Manual
Manual
Manual

Manual

Manual
Manual
Manual

Manual

Directly to/from V3
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6.1.5 Test Plan

The testing approach will be configured to assure that:

The Benefits Administration solution works according to specifications

The Benefits Administration solution is robust enough to meet user needs, as defined by
the requirements in the Benefits Administration System RFP

Internal and external users are able to use the Benefits Administration solution in an
effective and productive manner.

To achieve these objectives the Benefits Administration solution will be tested, verified, and
approved through a series of test activities.

The selected vendor shall use a defined testing methodology. The EUTF project team and the
IV&V vendor will review the vendor’s deliverables and acceptance testing to ensure that the
EUTF’s requirements have been met.

The selected vendor will develop the Test Plan that will include all appropriate levels of testing
considered necessary for the proposed system, and perform the following tasks:

Identify the test purpose and scope
Develop agreed upon user acceptance criteria for each phase of the project

Develop test cases, which identify the requirement, function, module, system, or
interface to be tested

Identify the steps to be performed to verify the requirement, function, module, system, or
interface to be tested

Perform the steps identified to verify the requirement, function, module, system, or
interface to be tested

Perform all necessary retesting, including regression testing, of components that
previously failed

Identify the results, which constitute a success or pass condition

Prepare test summary reports documenting test results

Develop User Acceptance Test (UAT) strategies and supporting test scenarios
Identify required user training

Perform test of user training procedures

Perform user acceptance testing

Document the system test and UAT results in the RTM

Perform load capacity and stress testing

Prepare user policies and procedures

The project shall use software configuration management to control the baseline of the system
software as testing progresses and the system becomes production-ready.
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6.1.6 Resource Requirements

The resources needed to procure, develop, and implement the proposed solution shall come
from the State and its selected vendors (see Section 6.2.1 for a description of project team roles
and responsibilities, and Figure 2 for the organization chart).

The State project team will be comprised of staff from EUTF and with assistance from ETS,
bringing program expertise and project management knowledge to the project. PCG estimates 4
FTEs will be needed for onetime project activities, in addition to involving subject matter experts
on an as-needed basis throughout the project.

6.1.7 Accessibility

Section 508 of the Rehabilitation Act and the Americans with Disability Act of 1973 as amended
(29 U.S.C. § 794 (d), and regulations implementing that act as set forth in Part 1194 of Title 36
of the Federal Code of Regulations requires accessibility to digital content and to IT applications
for State employees and the public. The Benefits Administration System must meet these IT
accessibility requirements. The EUTF will measure the vendor’'s compliance with the
accessibility requirements using the following methodology:

o During the procurement phase require the vendor to certify that their solution meets §
508 requirements.

e During the project ensure that appropriate test scripts are developed and executed in
compliance with § 508 requirements.

o During the project, the system will be subject to IV&V review to ensure compliance with
§ 508 requirements.
6.1.8 Training Plan
The project will require training for two different groups of users of the Benefits Administration
solution.
Internal Users

The vendor will provide training to the EUTF staff. The EUTF will work with the vendor to
determine the most effective method to train the staff, which may include the following elements:

e End User: Training for all of the EUTF users on application use and capability via on-site
and/or distance education. This will include data input, maintenance, search and
retrieval, and reporting requirements.

o System Administrator: Training on system access, security, configuration, and
modification as appropriate.

The vendor will produce supporting documentation in the form of user manuals, training
materials, and system documentation as appropriate.
External Users

The project team will develop an outreach and rollout strategy and plan to inform, educate, and
obtain user buy-in from the State and County employers, benefit carriers, and other entities.
Based upon that information, the selected vendor will be responsible for developing all training
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materials necessary to successfully deploy the solution. The selected vendor will also deliver
training as required by the EUTF.

The Benefits Administration solution will include an online help feature to assist external users in
understanding how the system works.
6.1.9 Ongoing Maintenance

The selected vendor will be responsible for the maintenance of the Benefits Administration
System development, test, training, and production environments. Additional responsibilities
include:

e System testing
¢ Release management and change management
¢ System maintenance, to include day-to-day monitoring

e Technical support, to include repairing system bugs, scheduling/running batch jobs,
maintaining the technical architecture and supporting general post implementation
application support

The EUTF and ETS will perform the following services as part of ongoing maintenance:
e Ensure compliance with Federal, State, and administrative requirements
e Develop business requirement needs
e Test all system changes

e Support basic issues such as solving usage issues and fulfilling service desk requests
that need IT involvement.

e Assess issues and provide solutions for problems by attempting to duplicate problems
and define root causes, using product designs, code, or specifications.

e Problem resolution or identifying the need for a new feature.
e Regularly reviewing auditing controls for security compliance.

e Provide infrastructure support (desktops, network)

6.1.10 Information Security

The Benefits Administration solution must meet all State and Federal (e.g., HIPAA) security
requirements. The vendor will maintain a security infrastructure that adheres to the
requirements of the State.

Information in the system will only be accessible to authorized users. The proposed solution will
support different levels of user access. The proposed solution will exchange data with all
interface partners.

The EUTF will define and establish classes of users. System access will be managed via the
user logon process. The access levels will include at a minimum:

e Inquiry
e Add/Update/Delete
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e Security Administration (e.g. creation or update of security profiles)

Throughout the project the selected vendor will ensure that security requirements are met. In
addition, the risk management approach outlined in Section 7. Risk Management Plan will be
used periodically to assess information security risks based on the project schedule and project
deliverables.

After the Benefits Administration solution is implemented, the selected vendor will perform a
vulnerability assessment during the testing of system upgrades and/or enhancements.
6.1.11 Confidentiality

The Benefits Administration solution will include comprehensive security features including
encryption for data at rest and data in transit and that support limiting access to the following:

¢ Confidential data
o Specified users and/or units based upon the confidentiality of information
o Selected applications, screens, and/or data based upon user security identification

e Specified users and/or units based on organizational structure

6.1.12 Impact on End Users

The Benefits Administration solution will significantly impact the way the EUTF conducts its
business. It will automate data collection processes and reduce paper and manual work steps. It
will also expand its use of the Internet to conduct business with its partners (the State and
County employers, benefit carriers, and other entities) to provide more information and to
provide better customer service. Specifically, this system will:

¢ Provide self-service functionality that will allow users to view their information online and
submit changes on a real-time basis

e Reduce the need to perform manual activities by streamlining processing and eliminating
redundant data entry.

o Allow EUTF to share information more efficiently and effectively

e Improve the efficiency and accuracy of financial transactions with more accounting
functionalities (e.g. account balances, invoicing, payments, reimbursements, refunds,
reporting, etc.)

e Provide authorized EUTF staff with data repository for generating standard and ad hoc
management reports

e Ensure compliance with Federal, State, and administrative requirements
¢ Provide auditing controls for security compliance

¢ Provide ability to make system configuration changes

6.1.13 Impact on Existing System

Currently, the EUTF’s activities are supported by Vitech’'s V3 (version 8.02) solution, which the
new Benefits Administration solution will replace.
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6.1.14 Impact on Current Infrastructure

Depending on the solution that EUTF selects as its new Benefits Administration solution, the
possibility of installing a new imaging system may be required. Other additional processing or
communication capacity may be needed for this project depending on the solution chosen.

6.1.15 Impact on Data Center(s)

The state data center will not be impacted by this project. Depending upon the selected model
(COTS vs. SaaS), the vendor will host a development environment, and provide quality
assurance, user acceptance testing, and production environments.

6.1.16 Backup and Operational Recovery

The selected vendor will establish an Operational Recovery Plan and strategies for rapid
recovery using routine backups and replication strategies that are consistent with the State
standards.

The selected vendor will perform these functions for the Benefits Administration solution’s test
and production servers. The vendor shall backup all data and provide operational recovery to
re-establish connectivity or application use as necessary.

6.1.17 Public Access

The EUTF will maintain strict access controls, including control of the information that it will
collect and share with stakeholders.

6.1.18 Procurement Approach

Competition is one of the basic tenets in State procurement. Procurement activities will be
conducted in an open and fair environment that promotes competition among prospective
vendors. The table below lists the solicitations and procurement activities that the EUTF will
pursue on this project.

Table 9: Listing of Solicitations and Assignment of Procurement Responsibilities

Responsible Party | Solicitation Type | Purpose

Acquire a consultant to write the solution/SI Request
EUTF RFP for Proposals (RFP) and support the evaluation and
selection process (i.e., procurement services)

Acquire IV&V services to assess the project against
EUTF RFP industry standards, best practices and project
requirements

Acquire EUTF’s Benefits Administration Solution and
System Integrator services to configure, implement,

RFP maintain and support EUTF’s new solution.
Separately acquire imaging system/licenses (as
needed, depending on solution selected).

Contractor, on
behalf of EUTF

The EUTF will adhere to all state procurement guidelines and receive guidance from ETS and
the SPO as needed. Competitive solicitations will be posted on the State’s procurement site,
known as the Hawaii Awards and Notices Data System (HANDS). Procurements less than
$100,000 can be posted on Hawaii’'s eProcurement system, known as HIePRO.
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The estimated key milestone dates for the procurement phase are shown below.

Table 10: Key Milestone Dates

Procurement Activities by Solicitation

Completion Date

Procurement Services RFP

Develop the RFP

Release the RFP

Proposals Due

Review/score proposals

Discussion with Priority Listed Offerors (PLOs) if needed
Best and Final Offer (BAFO) (if necessary)

Notice of Award; Contract Start Date

IV&V Services RFP

Board Approval

Release RFP

Deadline for Registration Form/Intent to Bid

Deadline to submit written questions

EUTF's response to written questions posted

Proposals due

1st evaluation committee meeting to score proposals/determine PLOs
2nd evaluation committee meeting to conduct PLO interviews
BAFOs due

3rd evaluation committee meeting to do final scoring of BAFOs
Notice of contract award

Contract start date

Solution/SI RFP

Board Approval

Release RFP

Deadline for Registration Form/Intent to Bid

Deadline to submit written questions

EUTF's response to written questions posted

Proposals due

1st evaluation committee meeting to score proposals/determine PLOs
Notify PLOs of site visit

Conduct site visit(s)

November 27, 2018
November 29, 2018
January 7, 2019
February 8, 2019
January 29, 2019
February 5, 2019
March 1, 2019

April 23, 2019
April 25, 2019
May 9, 2019
May 16, 2019
May 23, 2019
May 30, 2019
June 24, 2019
July 2, 2019
July 9, 2019
July 15, 2019
July 23, 2019
September 1, 2019

August 27, 2019
August 29, 2019
September 12, 2019
September 19, 2019
September 30, 2019
October 8, 2019
November 1, 2019
November 5, 2019
November 18, 2019
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Procurement Activities by Solicitation Completion Date
BAFOs due December 3, 2019
3rd evaluation committee meeting to do final scoring of BAFOs December 9, 2019
Notice of contract award December 17, 2019
Contract start date March 1, 2020

EUTF will make every effort to accelerate the procurement cycle, complete the award, and enter
the configuration and implementation phase by January 2020.

6.2 Project Management Approach

This section describes how this project will be managed at a high level. This project will follow
the project management processes and the best practices identified in the Project Management
Institute’s Project Management Body of Knowledge (PMBOK®) and consistent with the
philosophies of the Institute of Electrical and Electronics Engineers (IEEE).

Project planning information will be elaborated upon in the Benefits Administration Project
Charter. The Project Charter will be the first project deliverable following approval of this FSR.

6.2.1 Project Organization

The project organization describes the team structure of the Benefits Administration solution
project. The Benefits Administration solution project will be conducted in conformance with the
PMBOK®. The project will be overseen by an Executive Steering Committee and Project
Sponsor who will provide project guidance, direction, and approvals to the EUTF PM. The EUTF
PM will oversee the daily management of the Benefits Administration solution project and with
assistance from the PM provided by ETS or other third party, will be responsible for providing
management and oversight of the selected vendor. In addition, the EUTF PM will engage with
key stakeholders (other state departments, counties, cities, etc.) to obtain their input as
required.

The solution vendor will be required to assign a Project Manager responsible for the design,
development, and implementation of technical components, in addition to coordinating the daily
activities of the solution vendor technical team.

The procurement vendor will develop the RFP for acquiring the Benefits Administration solution
and SI. The RFP will be developed in accordance with SPO and ETS requirements and
industry best practices.

The Independent Verification & Validation (IV&V) vendor will also be required to assign a project
manager, who will be responsible for leading the assessment activities of the IV&V team.

The proposed organization chart for the Benefits Administration Project appears below.
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Executive Steering
Committee
Project Sponsor

\:Y
Vendor

Project Managers
EUTF
ETS or3" Party

Enrollment Lead
Member Services
Branch Manager

Accounting Lead
Financial
Management Officer

Solutions
Vendor

Procurement
Vendor

A A

Figure 7: Benefits Administration Solution Project Organization Chart

Project roles and responsibilities are highlighted below.

Executive Steering Committee

Develops and maintains a set of project vision and goals
Develops the high-level project scope

Reviews and approves project costs

Secures funding

Manages project operational and political issues and risks
Champions the efforts of the project team

Coordinates with related projects and program

Develops policy

Obtains support/agreement from stakeholders

Resolves obstacles

Communicates to the stakeholders

Project Sponsor

Owns, and is accountable for, the overall success of the project
Champions the project, and project team

Sets and prioritizes project objectives

Ensures the project is adequately funded

Ensures timely availability of needed resources

Ensures sustained buy-in at all levels
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Approves the Project Charter, Project Management Plan (PMP), and significant changes
in scope, cost or schedule

Empowers the Project Manager with the appropriate level of authority
Ensures an appropriately skilled Project Manager is selected for the project
Provides final approval of project deliverables

Receives reports of all high severity risks and may be called upon to assist in risk
mitigation

Resolves issues and disputes regarding scope, cost, schedule, and quality of the project

Serves as highest level of escalation for issues/decisions

Project Manager

Responsible for the success of the project by managing scope, cost, schedule, quality

Ensures deliverables and functionality are achieved as defined in the Project Charter
and project plans

Ensures effective management of all resources assigned to the project
Serves as the primary liaison between the project and the Project Sponsor

Manages and communicates project issues, risks, changes, and decisions and
escalates, as needed, to the Project Sponsor

Communicates project status to Project Sponsor, EUTF Management and other
stakeholders

Plans the project, including the creation and maintenance of the Project Management
Plan

Ensures deliverables and functionality are achieved as defined in the Project Charter
and subsequent Project Management Plan

Accountable to the Project Sponsor for all project office management related activities
Plans, directs, and oversees the day-to-day activities of the project team

Develops and/or oversees the master project schedule and all other project work plans.
Principal point of contact for control agencies, project contractors, and stakeholders
Ensures that the project is implemented within the budget constraints

Directs and manages project work in conformance with project scope, schedule, cost
and quality and all other subsidiary plans incorporated into the overall Project
Management Plan, as well as the Staffing Plan

Accountable for the development, maintenance, and adherence to the Project Office
infrastructure and support methodologies

Responsible for the overall management of the contracted resources

Monitors risk management efforts to ensure they do not adversely impact the project
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Manages change control by coordinating the change request process as described in
the Change Management Plan

Develops and maintains the change request log
Produces regular change management reports

Assists in tracking and reporting the overall project progress

Functional Leads

Participates in business process re-engineering (BPR)

Identifies business rules and policies that must be enforced by the proposed solution
Identifies required data for system tables

Answers key business questions

Acts as primary knowledge source for establishing business requirements

Participates in the user acceptance testing activities to ensure the proposed system
meets all business requirements

Participates in BPR and business requirements workshops as they pertain to the system
interfaces within scope for this project

Participates in the user acceptance testing of the system interfaces to ensure that they
meet the business requirements and successfully support business needs

Involves other subject matter experts in the project on an as-needed basis

ETS/Third Party Project Manager

Evaluates the project to ensure that it is following a structured and defined approach
Prepares periodic project assessments and progress reports

Collaborates with the project manager regarding project risks and risk mitigation
strategies as well as issue monitoring and resolution

Provides feedback and direction as needed
Ensures processes for quality assurance are present and executed

Reviews the project system development documents and deliverables to ensure
accuracy and completeness

Develops metrics to monitor project quality

Oversees user acceptance testing activities

Independent Verification and Validation (IV&V)

Provides IV&V services over the Benefits Administration vendor selection process
Evaluates the project to ensure that it is following a structured and defined approach
Prepares periodic assessment reports

Collaborates with the project manager regarding project risks and risk mitigation
strategies as well as issue monitoring and resolution
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¢ Ensures processes for quality assurance are present and executed

e Reviews the project system development documents and deliverables for compliance
with industry standards and project requirements

e Develops metrics to monitor project quality

o Assesses user acceptance testing activities

6.2.2 Project Management Plan (PMP)

A PMP will be developed to provide an approved working guide for how the Benefits
Administration project will be managed. The PMP will describe how to manage the activities of
the project, the vendor, and other key stakeholders throughout the project lifecycle stages to
ensure project objectives are met in a timely, efficient, and effective manner.

The PMP will contain the following sub-plans:
¢ Change Management Plan
e Communications Plan
e Configuration Management Plan
e Contract Management Plan
o Cost Management Plan
o Governance Management Plan
e Issue Management Plan
e Procurement Management Plan
e Quality Management Plan
e Requirements Management Plan
e Resource Management Plan
e Risk Management Plan
e Schedule Management Plan
e Scope Management Plan
The selected vendor will develop a detailed project schedule during project initiation.

6.2.3 Project Monitoring

The state PM will conduct regularly scheduled status meetings with the project team to review
project progress, discuss and resolve issues, consider change requests, and communicate
upcoming actions.

The state PM will also convey project developments regularly to the Executive Sponsor. Project
status will be presented in categories (Current Status and Accomplishments, Look Ahead View,
Project Milestones, and Project Risks/Issues). Variances will be communicated as small,
moderate, or significant for each of the following six areas:

e Schedule
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¢ Milestones
e Deliverables
e Resources
e Budget
The potential impact and actions required for each variance will be described.

6.2.4 Project Quality

ETS’ current quality control procedures will guide quality assurance. Procedures should cover
separation of duties, acceptance testing, version control tools, requirements tracking, and user
walk-throughs. The selected vendor will also help to develop quality standards for this project.
The three primary activities in quality management include:

¢ Quality planning — identifying relevant quality standards and determining how to satisfy
them

e Quality assurance —evaluating overall project performance to provide confidence in
project quality at regular intervals

¢ Quality control — monitoring specific project results for quality standard compliance and
identifying ways to eliminate unsatisfactory performance

Quality Planning

Quality planning will begin very early in the project, because the most significant impacts on the
quality of a project occur during the early stages. As part of the project’s quality planning
activity, a Quality Management Plan (QMP) will be developed to describe the project team’s
responsibilities, and the procedures, processes, and resources needed to implement quality
management on the project. Key to establishing successful quality management is an
understanding of the project requirements.

Quality Assurance

Quality assurance will consist of implementing the QMP. It requires adherence to the standards
and processes determined to be applicable to the project, which should result in continuous
improvement, with few errors or defects. Quality assurance is the mechanism to ensure that the
commitments stated in the QMP are actually being followed.

Quality Control

Quality control will focus on reviewing project results against quality standards and expected
results. The goal is to introduce continuous improvement through feedback, instigate process
improvements where needed, and ultimately eliminate unsatisfactory results.

The state PM and the IV&V vendor will monitor compliance with the QMP.

6.2.5 Change Management / Change Control

The selected vendor will develop a Configuration/Change Control Management Plan.
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This plan will define a specific process to identify, analyze, and document potential changes,
review and decide on changes, and to communicate decisions and outcomes to the project
team.

Effective management of changes to project tasks and to product requirements is critical to the
success of the project. It is imperative that changes to the original project boundaries or
requirements are identified and reported to prevent “scope creep.” Timely logging, tracking and
processing of change requests helps reduce risks, minimize misinformation, and prevent
schedule delays. The visibility provided by a formal change management process enables the
Executive Sponsor, project manager and other stakeholders to monitor the impact of approved
change requests, communicate changes, and manage expectations.

The Change Management Plan will ensure the following:
e The current status of change requests is readily available.
¢ No changes are forgotten.

o Arecord of change requests will contribute to lessons learned on the project and add to
documentation of the final solution.

e Project monitoring efforts will be streamlined.
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7.0 Risk Management Plan

This section documents the risk management approach to be used by this project. The Benefits
Administration solution project will follow the risk management processes that are based on
PMBOK® guidelines. This section also contains the Risk Management Worksheet for the
Benefits Administration solution project, which identifies the initial potential sources of risk
associated with this project. This plan will encompass the entire structure of the project and its
deliverables, providing a comprehensive framework for assessing each aspect of the project for
potential risk.

71 Risk Management Approach

A risk is an event or condition that, if it occurs, has a positive or a negative effect on at least one
project objective, such as scope, schedule, or budget. A risk may have one or more causes and,
if it occurs, one or more impacts. A risk may be within or beyond the control or influence of the
project team. The value of risk management is to identify, assess, plan for, and monitor risks
before they occur, and if necessary, manage responses after they occur.

When work on the project begins, the EUTF and its solution vendor will agree upon common
standards and tools to identify, mitigate, and manage risks. The resulting data will form the risk
baseline. Prior to the start of the Design and Implementation Phase, a risk identification and
planning session with the solution vendor will be conducted to re-baseline risks to reflect the
current project conditions and the specifics of the Benefits Administration solution.

As new risks are identified during the life of the project, risks will be analyzed. The state PM wiill
be responsible for establishing and maintaining risk status information, defining action plans,
and taking corrective action when appropriate.

The Executive Steering Committee will formally review risks on a monthly basis. Agreed upon
risk escalation requirements will be followed. The Benefits Administration solution project will
respond to risk events throughout the life of the project.

The tools used to monitor risk include project management software to identify potentially
impacted project activities situated on the critical path and risk management worksheets.
Additionally, metrics for measuring performance and progress toward resolving risks will be
established and maintained.

The state PM and Executive Sponsor will partner together to control the risks. Some risk control
techniques to be used are as follows:

e Perform preventive action: This action uses the risk management plan as a guide to
proactively reduce or eliminate the probability or impact of a risk event occurring.

e Perform corrective action: This action uses the risk management plan as a guide to
perform the planned contingency risk response should a risk event occur.

o Update the Risk Management Plan: As the project changes, anticipated risks occur or
fail to occur. As risk event effects are evaluated or new risks emerge, the risk
management plan will be updated.

7.1.1 Risk Management Worksheet

The Risk Management Worksheet below describes the potential risks associated with the
project, the probability of the risk occurring, the impact if the risk occurs, and preventive or
contingency measures that the EUTF can use to address the risk.
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Table 11: Risk Event Probability and Impact Descriptions

Statement of Probability or Impact Description

Low Unlikely or highly unlikely
Medium Better than even chance
High Highly likely or almost certain
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Hawaii Employer-Union Health Benefits Trust Fund
Health Benefits Administration System Feasibility Study Report

8.0 Project Costs

This section describes the one-time and ongoing estimated costs for acquiring and
implementing the Benefits Administration solution.

8.1 Estimated One-Time Solution Cost

The one-time cost for implementing the Benefits Administration solution is comprised of the
following:

e State personnel services

e Hardware

e Software and system integration services

e Other contract services
The total estimated one-time project cost for the EUTF system replacement project is
$10,354,000, as itemized by cost element in the following sections.
8.1.1 State Personnel

The total estimated state personnel cost for new positions that will be needed to support the
project over a period of 18 months is $549,000, as presented in the table below.

Table 13: Summary of One-Time Project State Personnel Cost

State Personnel Services Unit Cost

ETS Project Manager 1 $192,000
EUTF Project Manager 1 $161,000
Enroliment Functional Lead -- Member Senices Branch Manager 1| $78,500
Accounting Functional Lead -- Financial Management Officer 1| $117,500
Total 4| $549,000

8.1.2 Hardware

The total estimated hardware cost for the EUTF Project is $190,000. Details for these costs are
provided in the table below.

Table 14: Estimated One-Time Hardware Cost

Hardware Cost Cost

Imaging Solution $186,000
Network $4,000
Total $190,000

8.1.3 Software and System Integration Services

The total cost of the software and Sl services is $8,975,000, as itemized below. It is anticipated
that the BPR and OCM services will be sought in the Benefits Administration solution RFP.
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Table 15: Estimated One-Time Software and System Integration Costs

Software and System Integration Cost Cost

Benefits Administration Solution / System Configuration $8,750,000
Business Processing Re-engineering Senices $150,000
Organizational Change Management Senices $75,000
Total $8,975,000

8.1.4 Other Contract Services

The estimated cost for contract services totals $640,000. IV&V services are planned for a period
of 24 months, to encompass the vendor selection process for the Benefits Administration
solution. Details for the other contract services cost are provided in the table below.

Table 16: Estimated One-Time Contract Services Costs

Other Contract Services Cost Cost

Procurement Senices (RFP dewelopment for S| Services) $160,000
Independent Verification & Validation Senices $480,000
Total $640,000

8.2 Ongoing Project Cost

The annual ongoing cost for the EUTF Project has been estimated at $1,550,000 and is
comprised of costs in the following areas:

e License fees

e Network circuit

e Imaging support

¢ Ongoing maintenance

The estimated cost is itemized in the table below.

Table 17: Estimated Annual Maintenance and Operations Cost

Maintenance & Operations Annual Cost

License fees $330,000
Network circuit $12,000
Imaging support $8,000
Ongoing maintenance $1,200,000
Total $1,550,000

The total estimated one time and ongoing project cost for the solution over a five-year period is
shown in the table below.
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Table 18: Total Estimated Five-Year Project Cost

[ Fy19 | Fy20 | Fy21 | Fy22 | Fy23 | Fy2a | Total
Development & Implementation
Solution/SI senvices $0| $8,750,000 $0 $0 $0 $0| $8,750,000
State personnel senices $0| $119,000 $238,000 $0 $0 $0[  $357,000
Project mgmt support - ETS $0 $192,000 $0 $0 $0 $0 $192,000
RFP development for Sl senices | $160,000 $0 $0 $0 $0 $0[ $160,000
V&V $0 $480,000 $0 $0 $0 $0 $480,000
Organizational Change Mgmt $0 $75,000 $0 $0 $0 $0 $75,000
Business Process Reeng $0 $150,000 $0 $0 $0 $0 $150,000
Third-party imaging solution $0| $186,000 $0 $0 $0 $0 $186,000
Network $0 $4,000 $0 $0 $0 $0 $4,000
Total DD&I| $160,000| $9,956,000 $238,000 $0 $0 $0( $10,354,000
Maintenance & Operations Total
License fees $0 $0 $27,500| $330,000| $330,000 $330,000| $1,017,500
Network circuit $0 $0 $1,000 $12,000 $12,000 $12,000 $37,000
Imaging support $0 $0 $667 $8,000 $8,000 $8,000 $24,667
Ongoing maintenance $0 $0( $100,000|$1,200,000($1,200,000/ $1,200,000| $3,700,000
Total M&O $0 $0| $129,167/$1,550,000/$1,550,000| $1,550,000| $4,779,167
Total DD&l and M&O| $160,000( $9,956,000| $367,167|%$1,550,000|%$1,550,000( $1,550,000| $15,133,167
The source of funding for this project is EUTF’s Trust Fund.
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PUBLIC CONSULTING
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il

Hawaii Department of Budget and Finance
Employer-Union Health Benefits Trust Fund (EUTF)
Health Benefits Administration System Vendor Survey

INTRODUCTION

Public Consulting Group, Inc. (PCG) is conducting a survey of software vendors who could
provide a Health Benefits Administration System to the State of Hawaii’'s Employer-Union Health
Benefits Trust Fund (EUTF). The vendor survey responses will be used to identify alternatives in
a Feasibility Study Report (FSR), which will be submitted to the EUTF Board of Directors to
request approval to replace or upgrade the current system.

The EUTF is administratively attached to the State of Hawaii's Department of Budget and
Finance and is governed by a 10-member Board. Its primary goal is to provide health and life
insurance benefits at a cost affordable to employers and employees to all eligible State of
Hawaii and City and County of Honolulu, County of Maui, County of Kauai, and County of
Hawaii employees, retirees, and their dependents. The EUTF covers approximately 70,000
active employees plus 60,000 of their dependents, and 45,000 retirees plus 20,000 of their
dependents. It is the EUTF's mission to care for the health and well-being of our beneficiaries
by striving to provide quality benefit plans that are affordable, reliable, and meet their changing
needs. EUTF strives to provide a service that is excellent, courteous, and compassionate.

EUTF’s current Benefits Administration System (BAS) serves as the backbone of EUTF’s
daily operations in enrolling and terminating members in the EUTF health plans;
transmitting information to insurance carriers, billing and collecting premiums from
employers, employees and retirees; and remitting payments to vendors. In addition, the
EUTF needs to maintain continued compliance with HIPAA Privacy and Security rules to
ensure the confidentiality, integrity and availability of the data.

The EUTF is seeking to replace the current system with a new solution that offers the following
components:

e Enroliment and termination of State and County employees, retirees, and dependents
into and from medical, prescription drug, dental, vision, chiropractic, and life insurance
plans.

e Generation and transmission of electronic enrollment files to insurance carriers.
e Generation of enroliment change and COBRA notices to members.

e Processing of payments, reimbursements, and deductions from members, employers,
and vendors.

e Generation and transmission of electronic payment and deduction files to and from
members, employers, and vendors.

e Document scanning direct capture into BAS, store and retrieve member enrollment and
proof document images. This system currently utilizes a Kofax front-end capture system.

e Multiple interfaces to external systems are utilized for data exchanges.

e Multiple document templates, letters, forms, notices and invoices.



Hawaii EUTF Health Benefits Administration System Vendor Survey

Attached is a series of questions to assist us in obtaining data for the FSR for each of these
components above. We are requesting vendors to provide feedback regarding their software
product’s functionality with an eye towards EUTF’s specific processes.

Please identify which processes your software can support and, if your software currently
supports each process, will it need to be enhanced? Or if it does not offer that service /
solution?

This is a customized survey to determine what is currently available in the market. Please
consider the following information for cost estimating purposes:

Program Statistics Volumes
Number of agencies inputting data, all requiring ID management 552

Internal EUTF users 60 concurrent users
Casual (Public) Data Users ~ 116,000 subscribers
System Administrator Users 21

Number of tables in database 3,375
Number of screens in current system 308
Frequency of process Daily
Number of Reports 41 reports, 19 exports
Number of ad hoc reports 75

Number of interfaces to Operational Database 60

Current volume of data stored 1.2TB

We ask that responses be returned by Tuesday July 31, 2018.

We understand there is time and effort associated in completing this survey, and genuinely
appreciate your participation. Your responses will assist with appropriate planning and budgeting
for a successful project.
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A. COMPANY/PRODUCT INFORMATION

Company Name

Product/Service Name

Company Address

Contact Name

Contact Number

Contact Email

Literature/lnternet Link
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Hawaii EUTF Health Benefits Administration System Vendor Survey

Please answer the questions below for the components:

¢ Web Service Client (End Users) Portal
e Operational Database

o Benefits Administration Application

¢ Imaging Capture Transmit / Store

o Batch Tool or system

o Reporting

e Other

C. TECHNOLOGY/SUPPORT

1.

Has your company developed and implemented a solution comparable in scope to the
one needed by EUTF? If so,

a. Provide an overview of the hardware and software, and the network
infrastructure that supports the system.

e Operation Systems

e Databases

e Applications servers

¢ Imaging abilities

e Batch capabilities

e Reporting capabilities
¢ Network requirements
e Cloud Solution

e On-premise Solution

b. Is the system portable to other customers and can it be easily modified to meet
the needs of EUTF? If so, please explain.

c. Do you currently offer any web front-end (client portal) tools if so how is it coded
Java or HTML? Can it be modified to meet the needs of the EUTF? If so,
please describe. Have you provided any Benefit Administration systems in
other States? If yes, describe, and indicate where.

Provide an overview of the hardware, software, and network environment your
company would recommend for a system solution for EUTF should they choose to go
with the solution recommended by you.

What desktop and browsers does your application support?

What is the core programming language for your solution?

Does your company work with a third-party vendor or service provider to provide
and/or implement this type of functionality? If yes, please provide cost information.
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Hawaii EUTF Health Benefits Administration System Vendor Survey

10.

11.

12.

13.

14.

D.

Will your solution transmit (e.g. Web APIs) data to/from other applications)? If so, what
formats will it accept and what formats can it send?

Please indicate whether the following features are configurable and whether/what
additional software (e.g., reporting tools) would be required. Can your system integrate
with Business Intelligence?

Reports (management, ad hoc, etc.)

Forms

User defined dashboards

Input screens

Letters

Invoices

Workflow

@ -~ 0o a0 T o

Please describe how system and user security / authorization levels are controlled
within your solution.

How well does your solution integrate changes to data fields? Is it a rules-based
product that allows users to easily change business rules and associated criteria?

How often (i.e., with what frequency) do you typically provide upgrades/new releases
for your solution?

How many prior versions do you typically support once a new release comes out?

What, if any, future upgrades/releases are currently planned for your proposed
solution and in what timeframes?

Does your company currently provide maintenance and operations (M&O) services for
a system comparable in scope to the one needed by EUTF? If so, please describe the
services/cost structure of your M&O services.

Please describe how your company generally provides technical support, training and
supporting documentation (e.g., user guides, training materials) to its customers (e.g.,
via online support, help desk support, local assistance, etc.). How would your company
provide information technology and system administration training?

COSTS AND LICENSE FEES

Please answer the questions below for and provide cost estimates in the
table below for all components:

e Web Service Client (End User) Portal Operational Database
o Benefits Administration Application

e Imaging Capture Transmit / Store

e Batch Tool or system

¢ Reporting

17
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e Other

1. If application licensing is based on number of users (either total or concurrent), please
provide details surrounding the methods by which users are counted. For
example: users are counted by number of unique user IDs; users are counted by the
number of unique user IDs logged into the system concurrently; or some other method.
If so, please explain and provide the associated user/module costs. Use the Appendix
A for cost information

2. Do you offer enterprise licensing?
a. How is your enterprise licensing structured?
b. What is the price for an Enterprise License?
c. Are there any restrictions on the enterprise license? If yes, please explain.
d. Provide costs in the Appendix A.

3. If application licensing is based on number of servers, please provide details
surrounding the method by which servers are counted. For example: by number of
CPUs in the server; by number of cores within each CPU; number of servers in a
cluster; number of servers in an active-passive redundant mode; or some other
method. If so, please explain and provide the associated costs. Provide costs in
Appendix A.

4. Are there additional software components you offer as part of the Benefits
Administration software product line? Please provide the average cost by component
in Appendix A. (e.g. Accounting/Financial).

5. Please provide the average implementation cost for your entire package and the
associated implementation timeframes for each phase in Appendix A. (Note: EUTF
recognizes this is merely a preliminary high-level estimate to help them better
understand the scope and magnitude of this project. Your firm will not in any way be
held to this preliminary high-level estimate). Please include all assumptions made.

6. Provide the annual license renewal fee in Appendix A. What is the typical annual
percentage increase in this fee? Is there a ceiling?

7. What type of ongoing costs, besides software maintenance, do you anticipate? Please
consider maintenance costs and operating costs, and include in Appendix A.

Thank you for your participation.
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Hawaii EUTF Health Benefits Administration System Vendor Survey

APPENDIX A - COST SUMMARY

Web Portal Service Tool or System

Web Service Client (End User) Portal

List Software Product here:

Application licenses

Example, end user $ 500 Per user

$1000

Enterprise licenses

List here

Annual licenses

List here

Other licenses

List here

Software Components

List here

Implementation Costs

Configuration

Software Modification

Testing

Data Conversion

Training

Interfaces

Implementation/Deployment

Project Management

Other Costs

List here

Maintenance & Operations
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Hawaii EUTF Health Benefits Administration System Vendor Survey

APPENDIX A - COST SUMMARY (cont.)

Operational Database

Operational Database

List Software Product here:

Application licenses
Example, end user $ 500 Per user $1000

Enterprise licenses
List here

Annual licenses
List here

Other licenses
List here

Software Components
List here

Implementation Costs
Configuration

Software Modification
Testing

Data Conversion

Training

Interfaces
Implementation/Deployment
Project Management

Other Costs
List and describe

Maintenance & Operations
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Hawaii EUTF Health Benefits Administration System Vendor Survey

APPENDIX A- COST SUMMARY (cont.)

Benefits Administration System/Application

Benefits Administration System/Application

List Software Product here:

Application licenses
Example, end user $ 500 Per user $1000

Enterprise licenses
List here

Annual licenses
List here

Other licenses
List here

Software Components
List here

Implementation Costs
Configuration

Software Modification
Testing

Data Conversion

Training

Interfaces
Implementation/Deployment
Project Management

Other Costs
List and describe

Maintenance & Operations
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Hawaii EUTF Health Benefits Administration System Vendor Survey

APPENDIX A - COST SUMMARY (cont.)
Imaging Capture / Store

Imaging Capture Transmit / Store

List Software Product here:

Application licenses
Example, end user $ 500 Per user $1000

Enterprise licenses
List here

Annual licenses

Other licenses
List here

Software Components
List here

Implementation Costs
Configuration

Software Modification
Testing

Data Conversion

Training

Interfaces
Implementation/Deployment
Project Management

Other Costs
List and describe

Maintenance & Operations

22



Hawaii EUTF Health Benefits Administration System Vendor Survey

APPENDIX A - COST SUMMARY (cont.)
Reporting

Reporting
List Software Product here:
Application licenses
Example, end user $ 500 Per user $1000

Enterprise licenses
List here

Annual licenses
List here

Other licenses
List here

Software Components
List here

Implementation Costs
Configuration

Software Modification
Testing

Data Conversion

Training

Interfaces
Implementation/Deployment
Project Management

OTHER COSTS
List and describe

Maintenance & Operations
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Hawaii EUTF Health Benefits Administration System Vendor Survey

APPENDIX A - COST SUMMARY (cont.)

Batch Tool or System

Batch Tool or System

Application licenses
Example, end user $ 500 Per user $1000

Enterprise licenses
List here

Annual licenses
List here

Other licenses
List here

Software Components
List here

Implementation Costs
Configuration

Software Modification
Testing

Data Conversion

Training

Interfaces
Implementation/Deployment
Project Management

Other Costs
List and describe

Maintenance & Operations
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Hawaii EUTF Health Benefits Administration System Vendor Survey

APPENDIX A - COST SUMMARY
Other

Other
List here:
Application licenses
Example, end user $ 500 Per user $1000

Enterprise licenses
List here

Annual licenses
List here

Other licenses
List here

Software Components
List here

Implementation Costs
Configuration

Software Modification
Testing

Data Conversion

Training

Interfaces
Implementation/Deployment
Project Management

Other Costs
List here

Maintenance & Operations
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1.00 GENERAL PROVISIONS

1.01  Purpose

1.02  Definitions

1.03  Public Information

1.04 Computation of Time

1.05 Officers of the Board

1.06 Committees of the Board

1.07 Meetings of the Board

1.08  Appearances Before the Board

1.09 Delegation of Authority

1.10  State Ethics Code

1.11  Controlling Law

1.12  Authority of the Board to Waive Rule Provisions

1.13  Responsibilities of Employee-Beneficiaries and Public
Employers; Enforcement Actions of the Fund

1.01 Purpose

Chapter 87A of the Hawaii Revised Statutes establishes a health trust fund
known as the Hawaii Employer-Union Health Benefits Trust Fund. The Fund is to
be used to provide eligible state and county employees, retirees, and their
dependents with health and other benefit plans at a cost affordable to both the
public employers and the public employees. The board is to administer and carry
out the purposes of the Fund. These rules are adopted by the board pursuant to
Section 87A-26 of the Hawaii Revised Statutes to implement the administration
and purposes of the Fund.

1.02 Definitions

As used in these rules, unless otherwise indicated by the context, the
following terms shall have the following meanings:

“Administrator” means the administrator of the Fund appointed by the
board or the duly authorized representative of the administrator.

“Benefit plan™ means a health benefit plan, a group life insurance plan that

is subject to Section 79 of the Internal Revenue Code, or any other type of
benefit plan except for a long-term care benefit plan.
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“Board” shall have the meaning as set forth in Section 87A-1 of the
Hawaii Revised Statutes.

“Cancellation Non-Payment Status” means an employee-beneficiary
whose plans have been cancelled for the remainder of the plan year due to
failure to pay the required semi-monthly or monthly contributions.

“Carrier” shall have the meaning as set forth in Section 87A-1 of the
Hawaii Revised Statutes.

“Child” means an employee’s, spouse’s or partner’s as defined in these
rules, legally adopted child, child placed for adoption, stepchild, foster
child, or recognized natural child. For excepted benefits, a child must be
unmarried and live with the employee-beneficiary. A child has been
placed for adoption when an employee-beneficiary, spouse, or partner has
assumed custody of and the obligation to support a child in anticipation of
adopting the child. A foster child is a child: (1) who lives with an
employee in a regular parent-child relationship; and (2) for whom the
employee has become the child’s guardian and has been awarded legal and
physical custody of the child pursuant to a valid court order.

“Civil Union Partner” means an individual who is a party to a civil union
established pursuant to Chapter 572B of the Hawaii Revised Statutes.

“Contribution” or “Contributions” shall have the meaning as set forth in
Section 87A-1 of the Hawaii Revised Statutes.

“County” shall have the meaning as set forth in Section 87A-1 of the
Hawaii Revised Statutes.

“Dependent-beneficiary” shall mean the persons described in Rule 3.01 of
these rules as being eligible for coverage as dependent-beneficiaries in the
health benefit plans offered or sponsored by the Fund.

“Dissolution of domestic partnership” shall occur when: (1) the
employee-beneficiary no longer meets the requirements to qualify as a
“domestic partner”; (2) one of the partners to the domestic partnership
expressly informs the other of the end of their domestic partnership;

(3) one of the partners to the domestic partnership takes actions
inconsistent with the continued existence of the domestic partnership; or
(4) the domestic partnership is otherwise terminated or dissolved.

4
3296

)



“Domestic partner” shall mean a person in a spouse-like relationship with
an employee-beneficiary who meets the following requirements: (1) the
employee-beneficiary and the domestic partner intend to remain in a
domestic partnership with each other indefinitely; (2) the employee-
beneficiary and the domestic partner have a common residence and intend
to reside together indefinitely; (3) the employee-beneficiary and the
domestic partner are and agree to be jointly and severally responsible for
each other’s basic living expenses incurred in the domestic partnership
such as food, shelter and medical care; (4) neither the employee-
beneficiary nor the domestic partner are married or a member of another
domestic partnership; (5) the employee-beneficiary and the domestic
partner are not related by blood in a way that would prevent them from
being married to each other in the State of Hawaii; (6) the employee-
beneficiary and the domestic partner are both at least 18 years of age and
mentally competent to contract; (7) the consent of the employee-
beneficiary or the domestic partner to the domestic partnership has not
been obtained by force, duress or fraud; and (8) the employee-beneficiary
and the domestic partner sign and file with the Fund a declaration of
domestic partnership in such form as the board shall from time to time
prescribe.

“Eligibility” shall have the meaning as meeting the Fund’s requirements to
participate or be qualified to participate in plans offered by the Fund.

“Employee” shall have the meaning as set forth in Section 87A-1 of the
Hawaii Revised Statutes.

“Employee-beneficiary” shall mean the persons described in Rule 3.01 of
these rules as being eligible to enroll as employee-beneficiaries in the
health benefit plans offered or sponsored by the Fund.

“Employer” or “public employer” shall have the meaning as set forth in
Section 89-2 of the Hawaii Revised Statutes.

“Excepted Benefits” shall mean benefits not subject to the National Health
Care Reform Law (including the Patient Protection and Affordable Care
Act [PPACA] of 2010, the Public Health and Safety Act, the Health Care
and Education Reconciliation Act [HCERA] of 2010, and all subsequent
legislative amendments and guidance). Examples of ‘excepted benefits’
include stand alone dental and vision plans and retiree-only plans.
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“Fraud and Intentional Misrepresentation” includes, but is not limited to,
intentionally or knowingly keeping an ineligible dependent enrolled in a
Fund benefit plan (for example, an ex-spouse, over age or ineligible
dependent child, etc.). Other situations of fraud or intentional
misrepresentation of fact can include: failure to submit the required proof
dependent status documentation or the documentation submitted does not
confirm the dependent is eligible as a dependent for coverage in a Fund
benefit plan, or filing fraudulent claims as described in Rule 4.12(b). The
Fund will provide at least thirty (30) days advance written notice to each
participant who will be affected before coverage is rescinded for fraud or
intentional misrepresentation. In accordance with the requirements in the
Affordable Care Act, the Fund will not retroactively cancel coverage
except when premiums and contributions are not timely paid in full, or in
cases when an individual performs an act, practice or omission that
constitutes fraud, or makes an intentional misrepresentation of material
fact that is prohibited by the terms of the Fund.

“Full-time student” means a student who is enrolled in an accredited
school, college, or university for not less than the minimum number of
credit hours required by such educational institution to have full-time
student status.

“Fund” shall have the same meaning as set forth in Section 87A-1 of the
Hawaii Revised Statutes.

“Fund benefit plan” means a benefit plan offered or sponsored by the
Fund.

“Health benefit plan” shall have the same meaning as set forth in
Section 87A-1 of the Hawaii Revised Statutes.

“Limiting Age” shall mean: (1) for active employees, pertaining to
excepted benefits, as defined in this Rule 1.02, the age a child loses
eligibility as a dependent-beneficiary is upon reaching age nineteen, unless
the child is a full-time student, as defined in this Rule 1.02, which would
extend the limiting age to the child’s twenty-fourth birthday; (2) for active
employees, pertaining to non-excepted benefits, as defined in this Rule
1.02, the age at which a child loses eligibility as a dependent-beneficiary is
upon the end of the month that the dependent reaches age twenty-six; (3)
for retirees, surviving spouses and surviving partners pertaining to non-
excepted and excepted benefits, as defined in this Rule 1.02 the age a child
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loses eligibility as a dependent-beneficiary is upon reaching age nineteen,
unless the child is a full-time student, as defined in this Rule 1.02, which
would extend the limiting age to the child’s twenty-fourth birthday.

“Month™ shall mean thirty (30) days.

“Non-Fund benefit plan” means a benefit plan offered or sponsored by a
private employer or an entity other than the Fund.

“Part-time, temporary, and seasonal or casual employee” shall have the
same meaning as set forth in Section 87A-1 of the Hawaii Revised
Statutes.

“Partner” or “Partnership” shall mean a domestic partner or civil union
partner.

“Periodic change” shall have the same meaning as set forth in
Section 87A-1 of the Hawaii Revised Statutes.

“Plan year” shall mean the 12-month period from January 1 through
December 31 for retired employees and July 1 through June 30 for active
employees.

“Qualified-beneficiary” shall have the meaning as set forth in
Section 87A-1 of the Hawaii Revised Statutes.

“Qualified medical child support order” means any judgment, decree, or
order issued by a court of competent jurisdiction that requires the
provision of health benefits coverage to a child of a non-custodial parent.

“Retired member” or “retired employee™ means a former employee,
officer, appointed or elected official of the State or counties who is
currently receiving a retirement or pension allowance from a State or
county retirement system or an employee who retired prior to 1961.

“Spouse” means a person who is lawfully married pursuant to Hawaii

law™.
“State or county retirement system” means the employees’ retirement

system, the county pension system, or the police, fire, or bandsmen
pension system of the State or any county.
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“Termination of civil union partnership” means the civil union partnership
terminates in accordance with applicable state laws and rules.

“Trustee” shall have the meaning as set forth in Section 87A-1 of the
Hawaii Revised Statutes.

“Trustee group™ means the group composed of the five trustees
representing public employers or the group composed of the five trustees
representing employee-beneficiaries as described in Section 87A-5 of the
Hawaii Revised Statutes.



1.03 Public Information

To the extent permitted by applicable federal or state law, the public
records of the Fund shall be available for inspection at the Fund’s office during
regular business hours. All requests for inspection of public records shall be in
writing and addressed to the administrator or any other person designated by the
board to receive such requests. Copies of public records shall be provided upon
the payment of the reasonable costs of reproduction and any fees for searching,
reviewing and segregating such records. The board shall establish such costs and
fees in accordance with applicable federal and state law.

Protected health information about employee-beneficiaries and dependent-
beneficiaries are not public records. Employee-beneficiaries, dependent-
beneficiaries, and others may have access to such information only in
conformance with the Health Insurance Portability and Accountability Act of
1996 and the rules passed under that Act (“HIPAA”™), and the Fund’s HIPAA
Privacy Policies and Procedures.

1.04 Computation of Time

Whenever a period of time is stated in these rules as a number of days
from or after an event: (a) the period shall be computed in calendar days; (b) the
day of the event shall not be included in the calculation; and (c) the last day of the
period shall be included in the calculation.

1.05 Officers of the Board

(a) The board shall elect a chairperson, vice-chairperson, and secretary-
treasurer.

(b) Both the chairperson and vice-chairperson shall be elected from the same
trustee group. The secretary-treasurer shall be elected from the other
trustee group.

(c) Officer terms shall be for one year beginning July 1, 2002, and shall rotate
between the trustee groups annually. The terms of all elected officers shall
terminate on June 30 of each succeeding year and such officers shall
vacate their offices at that time.
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(d)

1.06

(a)

(b)

(©)

(d)

(e)

Except as otherwise provided by law or by rules or policies adopted by the
board, the duties of the officers shall be as provided in the current version
of Robert’s Rules of Order, Newly Revised.

The chairperson or vice-chairperson and secretary-treasurer shall
coordinate assignments to the administrator and other Fund staff, requests
for information, and other matters concerning the administration and
operation of the board.

Committees of the Board

Standing committees shall be established by the board to address critical
issues in the major functional areas of the Fund:

(1) The Administrative Committee will have combined administrative
and finance committee functions;

(2) The Benefits Committee will have benefits and communication
committee functions.

(3) The Investment Committee will review the reports of the
Investment Consultant and report to the Board of Trustees on the
Fund’s investments.

The board may establish other committees to address matters related to the
operation or administration of the Fund or to investigate issues that impact
the Fund.

Committees shall operate informally and shall make recommendations to
the full board. Meetings of all standing committees will comply with Part I
of Chapter 92 of the Hawaii Revised Statutes.

A minimum of four trustees (two trustees from each trustee group) shall be
assigned to a committee. The assigned number of trustees may be larger
for certain committees provided that an equal number of trustees are
assigned from each trustee group.

Attendance of at least one trustee from each trustee group shall be
necessary to convene a committee meeting.

10
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(2)

(h)

1.07

(a)

(b)

(c)

(d)

Committees may select a chairperson and any other officers as deemed
necessary by the board.

Committee chairpersons shall coordinate assignments to the administrator
and other Fund staff for their respective committees.

Trustees in attendance shall agree within their working committees on
recommendations made to the full board. When there is no agreement by
the trustees in attendance, the committee shall present a summary of the
disagreement(s) to the full board.

Meetings of the Board

To the extent permitted by applicable federal or state law, the meetings of
the board shall be open to the public. Without limiting the foregoing,
board meetings shall comply with Part I of Chapter 92 of the Hawaii
Revised Statutes, including the provisions therein requiring: (1) written
and electronic notice of board meetings at least six days prior to each
meeting; and (2) written minutes.

The board shall designate the administrator or some other member of the
Fund’s staff to be responsible for preparing agendas for future board
meetings. Any trustee may place a question or subject on the agenda of a
future board meeting by notifying the administrator or other designated
staff person by 12:00 noon, seven days prior to the board meeting. All
board meeting agendas shall be transmitted to the chairperson for review
prior to public notice.

Unless otherwise required by the board or applicable law, the
parliamentary procedure to be used by the board in the conduct of its
meetings shall be in accordance with the current version of Roberts Rules
of Order, Newly Revised.

Voting procedures for board meetings and the criteria for a quorum are
established in Section 87A-11 of the Hawaii Revised Statutes. In addition,
the following voting procedures shall apply:

(1) After a motion is made and seconded, the presiding officer shall
read the motion and open the question to discussion and debate by
the trustees. When ready to put the motion to a vote, the presiding
officer shall call for the public employer and employee-beneficiary
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3)

“)

trustee votes to determine whether there are three votes from each
trustee group in favor of the motion. If so, the motion shall be
recorded as having been approved by one vote from the public
employer trustees and one vote from the employee-beneficiary
trustees.

For routine or procedural matters, the presiding officer may ask if
there is any opposition to a motion after it has been made, and to
the extent required, seconded and debated. If no opposition is
voiced, the motion shall be recorded as having been unanimously
approved by one vote by the public employer trustees and one vote
from the employee-beneficiary trustees.

If the voting is not unanimous by each side, the names of the
trustees who voted in favor of the motion, voted against the
motion, or abstained from voting shall be recorded in the minutes.

In the event of a deadlock in the vote of the board, the board may
vote on the same question or resolution at the next two successive
meetings of the board. In the event of a deadlock in the vote of the
board on the same question or resolution at the two successive
meetings of the board, the board shall vote on whether or not to
engage in dispute resolution. If six trustees of the board vote to
engage in dispute resolution, the two trustee groups shall enter into
mediation to attempt to resolve the question or resolution upon
which the board has deadlocked.

The mediation shall be handled by a mediator appointed by the
Federal Mediation and Conciliation Service. If the Federal
Mediation and Conciliation Service fails or refuses to appoint a
mediator within ten (10) days of the date on which the six trustees
voted to engage in dispute resolution, the mediation shall be
handled by a mediator mutually agreeable to the two trustee
groups. If the two trustee groups do not agree on a mediator within
twenty (20) days of the date on which the six trustees voted to
engage in dispute resolution, either trustee group may petition the
Administrative Judge of the First Circuit, Circuit Courts of the
State of Hawaii, to appoint a mediator. Upon the appointment of a
mediator, the two trustee groups shall in good faith enter into
mediation on the question or resolution upon which the board has
deadlocked. Nothing in this rule is meant to preclude the board
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1.08

(a)

(b)

(c)

from voting to engage in other forms of alternate dispute resolution
to resolve a question or resolution upon which it has deadlocked.

(5) Whenever any statute or other law requires a vote of a majority,
two-thirds or other percentage or fraction of the trustees or
members to which the board is entitled, the motion or other action
shall be approved if it receives two votes in favor of the motion or
action as provided in subsection (d)(1) of this Rule, regardless of
the total number of votes in favor of the motion or action.

For example, if a statute or other law requires a two-thirds vote of
the members to which the board is entitled, the motion or other
action will be approved if three trustees from each trustee group
vote in favor of the motion or other action, even if the remaining
four trustees vote against the motion or other action.

Appearances Before the Board

All persons shall comply with this rule when appearing before the board.
Unless otherwise required by applicable federal or state law, the board
shall have the discretion to prescribe additional standards and procedures
for all appearances and proceedings before the board. The board may
waive or suspend the provisions of this rule with respect to any particular
appearance or proceeding before it.

Any person appearing before the board may appear in person, by an
officer, partner or regular employee of the party, or be represented by an
authorized representative. The board may at any time require any person
transacting business with the board in a representative capacity to prove or
authenticate the person’s authority and qualification to act in such
capacity.

The board shall afford all interested persons an opportunity to present oral
testimony or submit data, views, or arguments, in writing, on any agenda
item.

(1) Persons providing written testimony shall provide thirty copies of
their testimony of which twenty (20) copies shall be made
available to the public. Twenty (20) copies of materials provided to
the board for or during a meeting that are determined to be
disclosable shall be made available for distribution to the public.



(d)

1.09

(2)

3)

C))

The board shall hear oral testimony on an agenda item after it has
completed discussion of that item. At that time, the presiding
officer shall invite members of the public to ask questions or
provide comments on the agenda item prior to any action by the
board. After the public has had an opportunity to provide input on
the agenda item, the board may discuss the agenda item further and
act on the item or move on to the next agenda item.

A person may speak at a board meeting only when recognized to
do so by the presiding officer. Comments are limited to three
minutes per speaker. Time limitations may be adjusted at the
discretion of the presiding officer or at the request of any three
trustees. A person may not speak a second time on the same
question unless authorized by the presiding officer to do so.

The board may refuse to hear any testimony that is irrelevant,
immaterial, or unduly repetitious and may from time to time
impose additional conditions as are necessary or desirable for the
orderly, efficient, and convenient presentation of oral testimony to
the board. The board may request that the person providing oral
testimony submit the testimony in writing to the board.

Nothing herein shall require the board to hear or receive any oral
testimony or documentary evidence from a person on any matter which is
the subject of another proceeding pending before the board.

Delegation of Authority

To the extent permitted by law, the board may delegate authority to act on
its behalf in accordance with board policies and standards to a committee of the
board, an administrator, a carrier, a third party administrator, or to such other
persons and entities as it deems necessary or reasonable for the effective and
efficient administration of the Fund and the provisions of Chapter 87A of the
Hawaii Revised Statutes; provided, however, that nothing in this rule shall permit
the board to delegate its power to adopt, amend or repeal any rules.

1.10 State Ethics Code

All trustees and employees of the Fund shall comply with Chapter 84 of
the Hawaii Revised Statutes.
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1.11  Controlling Law

To the extent that federal or state law governs any matter covered by these
rules, the Fund and the board shall comply with and follow such federal or state
law. To the extent that any matter is not completely governed by federal or state
law, the Fund and the board shall apply these rules to the extent reasonable and
practicable.

1.12  Authority of the Board to Waive Rule Provisions

Subject to statutory requirements and limitations, the Board may waive an
employee-beneficiary’s compliance with any provision of the Fund’s rules when
the Board determines that: (a) good cause exists for such a waiver; and (b) such
waiver does not involve any increase in the obligations or liabilities of the Fund
beyond that which would have been involved if the employee-beneficiary had
fully complied with the Fund’s rules. Each waiver by the Board must be in
writing and supported by documentation of the pertinent facts and grounds.

1.13  Responsibilities of Employee-Beneficiaries and Public Employers;
Enforcement Actions of the Fund

(a) Employee-beneficiaries are responsible for:

(1) Providing current and accurate personal information as per Rules
4.06 and 4.07 within the times prescribed in these Rules;

(2) Paying the employee’s premium contributions in the amount or
amounts provided by statute, an applicable bargaining unit

agreement, or by the applicable Fund benefit plan;

(3) Paying the employee’s premium contributions at the times and in
the manner designated by the board; and

(4) Complying with the Fund’s rules.

(b) Any public employer whose current or former employees participate in
Fund benefit plans is responsible for:

1
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(c)

(1)

(3)

“

)

Providing information, as requested by the Fund under section
87A-24(9) of the Hawaii Revised Statutes, within the times
prescribed by the Fund;

Determining that employees are eligible to participate in Fund
benefit plans pursuant to the definition of employee-beneficiary
found in these rules and section 87A-1 of the Hawaii Revised
Statutes;

Paying the employer’s premium contributions in the amount or
amounts provided by statute or an applicable bargaining unit
agreement and at the times and in the manner designated by the
board;

Assisting the Fund in distributing information to and collecting
information from the employee-beneficiaries; and

Complying with the Fund’s rules.

The Fund shall have the right and authority to file actions in any court,
including but not limited to the courts of the State of Hawaii and the
United States of America, to enforce the foregoing obligations and to
collect premium contributions. Nothing in this rule is intended to limit or
restrict the rights or remedies otherwise available to the Fund.

16
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2.01

(a)

(b)

(c)

(d)

2.00 ADMINISTRATIVE PROCEDURES

2.01  Adoption, Amendment or Repeal of Rules

2.02 Policies, Standards, and Procedures

2.03  Declaratory Rulings

2.04 Administrative Appeals (not related to Claim Filing and
Appeals Information for Self-Insurance Plan Administered
Benefits, which are discussed in Rule 2.06)

2.05 Emergency Appeals of Eligibility

2.06 Claim Filing and Appeals Information for Self-Insured Plan
Administered Benefits

Adoption, Amendment or Repeal of Rules

The board may adopt, amend or repeal any rule of the Fund upon a motion
of any trustee or upon the petition of an interested person or organization.

In the case of an interested person or organization, the petition shall be in
writing and shall be submitted in duplicate to the board. The petition need
not be in any particular form but shall contain:

(1) The petitioner’s name, address, and telephone number;

(2) A statement of the nature of the petitioner’s interest;

(3) A statement of the reasons for the proposed rule, amendment or
repeal;

4) A draft of the proposed rule, amendment or repeal; and

(5) The signature of the petitioner.

The board may reject any petition that does not contain the foregoing
information.

The board shall determine whether to deny or proceed with a petition
within ninety (90) days. If the petition is denied, the board shall notify the
interested person or organization in writing of the denial.

If the board decides to proceed with any proposed rule change, whether by
a trustee or interested person or organization, it shall consult with public
employers and affected employee organizations with regard to the
proposed rule change as follows. First, it shall transmit the proposed rule
change to the public employers, exclusive employee organizations,
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exclusive representatives, retiree organizations, and all other employee
organizations registered with the board for consultation prior to adoption.
Second, it shall provide the employers, representatives and organizations a
reasonable amount of time for review and comment on the proposed
change prior to final action by the board.

(e) After the consultation provided for in subsection (d), the proposed rule
change shall be considered for adoption at an open meeting of the board
that permits the attendance of interested persons.

(H) All proposed rule changes shall be adopted by the board in accordance
with the provisions of section 87A-26 of the Hawaii Revised Statutes.

(g) New rules, amendments or repeals of rules that are adopted by the board
shall be submitted to the governor for approval and filed with the
lieutenant governor’s office.

(h) Unless some other date is expressly selected by the board, a new rule,
amendment of a rule, or repeal of a rule shall be effective the first day
after the rule, amendment, or repeal is filed with the lieutenant governor’s
office.

2.02 Policies, Standards, and Procedures

Policies, standards and procedures to be adopted amended or repealed
may, at the discretion of the board, be transmitted to public employers and
affected employee organizations for consultation purposes. Nothing herein shall
require the board to consult with public employers or affected employee
organizations concerning the board’s adoption, amendment or repeal of policies,
standards and procedures or to transmit any such policies, standards or procedures
to public employers or affected employee organizations for consultation purposes.

2.03 Declaratory Rulings

(a) Any interested person may petition the board for a declaratory ruling as to
the applicability of any statutory provision administered by the board or of
any rule or order of the Fund.

(b) Every petition shall be in writing and shall be submitted in duplicate to the

board. The petition need not be in any particular form but shall contain the
following:
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(c)

(d)

(e)

(1) The petitioner’s name, address, and telephone number;

(2) A designation of the specific statute, rule or order in question;

3) A statement of the nature of the petitioner’s interest, including the
reasons for the submittal of the petition;

(4) A complete statement of the relevant and material facts;

(5) A statement of the position or contentions of the petitioner; and

(6) A full discussion of the reasons, including any legal authorities, in
support of the petitioner’s position or contention.

The board may reject any petition that does not contain the foregoing
information.

Petitions to intervene and become a party to a declaratory ruling
proceeding may be submitted in writing to the board. Such petitions shall
contain the same information as required under subsection (b) and the
grounds and reasons on which intervention is sought. The Board may deny
intervention where the petition to intervene raises issues not reasonably
pertinent to the issues already presented or the petition raises issues that
would broaden the issues to be decided. If intervention is granted, the
petitioner shall become a party to the proceeding to the degree permitted
by the order granting intervention.

The board may dismiss any petition for a declaratory ruling for good
cause. Without limiting the generality of good cause, the board may
dismiss a petition if:

(1) The question raised is purely speculative or hypothetical;

(2)  The petitioner’s interest is not of the type or nature that would give
the petitioner standing to maintain an action if the petitioner were
to seek judicial relief;

(3) The issuance of a declaratory ruling may adversely affect the
interests of the employer, the board, any of the trustees, the Fund,
or any of the Fund’s officers or employees in litigation which is
pending or reasonably expected to arise in the future; or

(4)  The matter is not within the jurisdiction of the board.

Subject to applicable federal and state law, the board at its discretion shall:

(1) Render a decision on the petition for a declaratory ruling without a
hearing; or
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2.04

(a)

(2) Hold a hearing and thereafter render its decision on the petition; or

(3) Refer the petition for consideration or hearing to the administrator,
a special or standing committee of the board or any other person or
entity duly designated by the board. After considering the
recommendation of the administrator, committee or designated
person or entity, the board shall render its decision on the petition.

Where any question of law is involved, the board may seek the
assistance of the state attorney general in reviewing the matter. The
board may also seek the assistance of other government agencies
when necessary or desirable.

Any petitioner who desires a hearing shall submit a written request
for a hearing together with the petition for a declaratory ruling. The
written request shall set forth in detail the reasons why the matters
alleged in the petition, together with supporting affidavits or other
written evidence and briefs or memoranda of legal authorities, will
not permit the fair and expeditious disposition of the petition and,
to the extent that the request for a hearing is dependent upon
factual assertions, shall submit affidavits or certificates
establishing those facts.

The petition for a declaratory ruling shall either be rejected in accordance
with subsection (d) or acted upon by issuance of an order within ninety
(90) days. Upon the disposition of the petition, the board shall promptly
notify the petitioner.

Orders disposing of petitions for a declaratory ruling will have the same
status as other agency orders. An order shall be applicable only to the fact
situation alleged in the petition or as set forth in the order. An order shall
not be applicable to different fact situations or where additional facts exist
that were not considered in the order.

Administrative Appeals (not related to Claim Filing and Appeals
Information for Self-Insurance Plan Administered Benefits, which are
discussed in Rule 2.06)

A person aggrieved by one of the following eligibility decisions by the
Fund may appeal to the board for relief from that decision:
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(b)

(c)

(1) A determination that the person is not an employee-beneficiary,
dependent-beneficiary or qualified-beneficiary, or that the person
is not eligible to enroll in or be covered by a benefit plan offered or
sponsored by the Fund;

(2) A determination that the person cannot make a change in
enrollment, a change in coverage, or a change in plans;

(3) A cancellation or termination of the person’s enrollment in or
coverage by a benefit plan, offered or sponsored by the Fund; or

(4) A refusal to reinstate the person’s enrollment in or coverage by a
benefit plan, offered or sponsored by the Fund.

The first step in the appeal process is an appeal to the administrator. In
order to appeal to the administrator for relief, an aggrieved person must
file a written appeal in the Fund’s office within one hundred eighty (180)
days of the date of the adverse decision with respect to which relief is
requested. The written appeal shall be filed in duplicate. Unless otherwise
provided by applicable federal or state law, neither the administrator nor
the board shall be required to hear any appeal that is filed after the one
hundred eighty (180) day period has expired. The written appeal need not
be in any particular form but should contain the following information:

(1) The aggrieved person’s name, address, and telephone number;

(2) A description of the decision with respect to which relief is
requested, including the date of the decision;

(3) A statement of the relevant and material facts; and

4) A statement as to why the aggrieved person is appealing the
decision, including the reasons that support the aggrieved person’s
position or contentions.

If the aggrieved person is dissatisfied with the administrator’s action or if
no action is taken by the administrator on the aggrieved person’s written
appeal within thirty (30) days of its being filed in the Fund’s office, the
second step in the appeal process is for the aggrieved person to file a
written appeal to the board. A written appeal to the board must be filed in
duplicate in the Fund’s office within ninety (90) days of the
administrator’s action. If no action is taken by the administrator within
thirty (30) days of the written appeal to the administrator being filed in the
Fund’s office, then the written appeal to the Board must be filed in
duplicate in the Fund’s office within one-hundred twenty (120) days of the
written appeal to the administrator being filed in the Fund’s office. The
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(d)

(e)

written appeal need not be in any particular form but shall contain the
following information:

(1) The aggrieved person’s name, address and telephone number;

(2) A statement of the nature of the aggrieved person’s interest, e.g.,
employee-beneficiary or dependent-beneficiary;

3) A description of the decision with respect to which relief is
requested, including, the date of the decision;

4) A complete statement of the relevant and material facts;

(5) A statement of why the aggrieved person is appealing the decision,
including a complete statement of the position or contentions of the
aggrieved party; and

(6) A full discussion of the reasons, including any legal authorities, in
support of the aggrieved party’s position or contentions.

Subject to applicable federal and state law, the board may reject any
appeal that does not contain the foregoing information.

The board at any time may request the aggrieved person or any other party
to the proceeding to submit a statement of additional facts or a
memorandum, the purpose of which is to clarify the party’s position or a
specific factual or legal issue.

The board shall grant or deny the appeal within forty-five (45) days of the
date of the postmark of a request for appeal. The board shall not be
required to hold a hearing on any appeal unless otherwise required by
applicable federal or state law. If required to hold a hearing, or if it
decides to voluntarily hold a hearing on an appeal, subject to applicable
federal or state law, the board may set such hearing before the board, a
special, or standing committee of the board, a hearings officer, or any
other person or entity authorized by the board to hear the matter in
question. Nothing in these rules shall require the board to hear or decide
any matter that can be lawfully delegated to another person or entity for a
hearing and decision.

O
O~
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2.05

(a)

(b)

(c)

At any time, an aggrieved person may voluntarily waive his or her rights
to the administrative appeal provided by the Rule by submitting such a
waiver in writing to the Fund’s office. The board may require the
aggrieved person to make such a waiver by signing a form prescribed by
1t.

Emergency Appeals of Eligibility

The Board may appoint a sub-committee made up of two trustees, one
from the employer group and one from the employee group, to hear and
make final decisions on emergency appeals. The Board Chair shall
appoint the sub-committee chair, which shall rotate between employer
trustee and employee trustee every six months.

An employee-beneficiary (“appellant”) who is aggrieved by a plan
administrator’s decision denying or limiting eligibility for benefits
provided under a plan offered by the Fund to the employee-beneficiary or
a dependent-beneficiary enrolled by the employee beneficiary may make
an emergency appeal directly to the Board where a delay in following the
Fund’s normal appeal process could in the opinion of a physician with
knowledge of the medical condition of the employee-beneficiary or
dependent-beneficiary:

(1) Seriously jeopardize the life or health of the employee-beneficiary
or dependent-beneficiary;

(2) Seriously jeopardize the employee-beneficiary’s or dependent-
beneficiary’s ability to regain maximum functioning; or

(3) Subject the employee-beneficiary or dependent-beneficiary to
severe pain that cannot be adequately managed without the care or
treatment that is the subject of the appeal.

Any appellant or designee desiring to make an emergency appeal under
this Rule shall contact the Fund administrator and be prepared to provide
the following information:

(1) The name, address, and telephone number of the appellant;

(2) A description of the decision with respect to which relief is
requested; a statement as to why the appellant is appealing the
decision, including all reasons that support the appellant’s position
or contentions; and any relevant and material facts;
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(d)

(e)

(3) Why the appellant’s appeal qualifies as an emergency appeal, i.e.,
why the appeal meets one or more of the conditions stated in
subsection (b) above;

4) Information that supports the appellant’s appeal, including, but not
limited to, any opinions from physicians that show that the appeal
should be handled as an emergency appeal; and

(5) If appellant is going to be represented by a designee, proof the
designee may act on behalf of the appellant.

Notwithstanding the foregoing, the Fund administrator may waive the
foregoing requirements if the Fund administrator finds that the criteria for
making an emergency appeal are present and circumstances prevent the
appellant from providing information or documents required in 1 through
5 above.

The Fund administrator shall expeditiously, but in no event later than two
business days, determine whether the request for emergency appeal
qualifies as an emergency appeal under the criteria stated in this Rule. If
the Fund administrator determines that the request for emergency appeal
does not qualify as an emergency appeal, the appellant’s appeal shall be
handled as a normal appeal. Appellant may appeal the Fund
administrator’s denial of a request for emergency appeal by submitting a
request to the Fund Administrator. No particular form is required for such
a request so long as it can be understood that the appellant is seeking to
appeal the Fund administrator’s decision to the Board.

Upon determining that an appeal qualifies as an emergency appeal or
upon receipt of an appeal of the Fund administrator’s denial of a request
for emergency appeal, the Fund administrator shall take the following
actions:

(1) Set a time and date of a hearing when the sub-committee can meet
either in person or via phone. The hearing shall be set as soon as
possible.

(2) Notify the appellant and his or her representative, if any, of the
time and date of the hearing;

(3) The Fund administrator may request the parties to provide the
Fund administrator with copies of any documents, records, written
testimony, or other written evidence that they wish the sub-
committee to consider at the hearing; and
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(2)

2.06

(a)

(b)

4) Prior to the hearing, the Fund administrator shall provide each
member of the sub-committee with copies of any materials
provided by the appellant.

Unless the appellant expressly requests a public hearing, any hearing
under this Rule shall be closed to the public. At the hearing, the following
procedures shall apply:

(1) The sub-committee shall hear and consider all relevant testimony
and documents;
(2) At any time during the hearing, the sub-committee may enter

executive session to consult counsel regarding any legal issues
involved in the appeal; and

(3) Prior to the conclusion of the hearing, the sub-committee shall
announce its decision on the appeal to the Fund administrator.
The sub-committee shall subsequently issue its decision in
writing. A certified copy of the written decision shall be sent by
certified mail to the appellant within a reasonable time after the
hearing.

The Fund administrator may designate one or more EUTF staff members
to perform any or all of the Fund administrator’s duties under this Rule
when the Fund administrator is unavailable or otherwise unable to
perform such duties.

Claim Filing and Appeals Information for Self-Insured Plan
Administered Benefits

This section describes the self-insured plans appeals timing and processes
if an employee-beneficiary or dependent-beneficiary receives an adverse
benefit determination. The process will be in conformance with 29CFR
2560.503 and amendments thereto. The processes are comprised of the
following:

(1) Internal standard appeal;

(2)  External Appeal using the Independent Review Organization
(IRO);

(3) Internal expedited appeal for urgent care;

4 External appeal using an IRO for urgent care.

Definitions pertinent to claims and appeals.
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(1)

(2)

3)
4)

&)
(6)

(7)

“Adverse benefit determination”, a denial, reduction, or
termination of, or a failure to provide or make payment (in whole
or in part) for, a Fund benefit. An adverse benefit determination
includes a denial, reduction, or termination of, or failure to provide
or make payment (in whole or in part) for, a Fund benefit based on
the application of a utilization review. An adverse benefit
determination also includes a failure to cover a Fund benefit
because use of the benefit is determined to be experimental,
investigative, or not medically necessary or appropriate.

“Fund Benefit”, when referenced in this Section 2.06, a Fund
benefit refers specifically to a self insured plan administered
benefit.

“Claim”, a request for a Fund benefit that is made in accordance
with the Fund’s established procedures for filing benefit claims.
“Medically Necessary” (Medical Necessity), medications, health
care services or products are considered medically necessary if:

1. Use of the medication, service, or product is accepted by
the health care profession in the United States as
appropriate and effective for the condition being treated;

il. Use of the medication, service, or product is based on
recognized standards for the health care specialty involved;
1il. Use of the medication, service, or product represents the

most appropriate level of care for the individual, based on
the seriousness of the condition being treated, the
frequency and duration of services, and the place where
services are performed; and

1v. Use of medication, service or product is not solely for the
convenience of the individual, individual’s family, or
provider.

“Post-Service Claim”, a claim for a Fund benefit that is not a Pre-
Service Claim.

“Pre-Authorization”, pre-service review of an employee-
beneficiary’s or dependent-beneficiary’s initial request for a
particular medication, service or product. The self-insured plan
administrator will apply a set of pre-defined criteria to determine
whether there is need for the requested medication, service, or
product.

“Pre-Service Claim”, a claim for a medication, service, or product
that is conditioned, in whole or in part, on the approval of the
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benefit in advance of obtaining the requested medical care or
service. Pre-service claims include individual requests for pre-
authorization.

(8) “Urgent Care Claim”, a claim for a medication, service, or product
where a delay in processing the claim: (a) could seriously
jeopardize the life or health of the employee-beneficiary or
dependent-beneficiary, and/or could result in the employee-
beneficiary’s failure to regain maximum function, or (b) in the
opinion of a physician with knowledge of the employee-
beneficiary’s condition, would subject the employee-beneficiary or
dependent-beneficiary to severe pain that cannot be adequately
managed without the requested medication, service, or product.

(c) Time limit for initial filing of self-insured plan and administered claims.
(1) All post-service self-insured plan administered claims must be
submitted to the administrator within one year from the date of
service. No plan benefit will be paid for any claim not submitted
within this period.

(2) If a self-insured plan claim is not approved, an employee-
beneficiary or dependent-beneficiary may appeal that denial by
following the steps in this Claim Filing and Appeal section. The
Fund has delegated final claims and appeal authority for self-
insured plan administered benefits to the independent self-insured
plan administrator. This section discusses the claim appeal process
for the following types of claims: Pre-Authorization Claim
Review Services, Pre-Service Appeals Review Services, and Post-
Service Appeals Review Services.

(d) The claims and appeals process
(1) Pre-authorization review. The self-insured plan administrator will

implement the cost containment programs by comparing individual
requests for certain medicines, services, or products and/or other
benefits against pre-defined lists or formularies before those
prescriptions, services, or products are approved. If the self-
insured plan administrator determines that the employee-
beneficiary or dependent-beneficiary’s request for pre-
authorization cannot be approved, that determination will
constitute an adverse benefit determination.
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(2)

Appeals of adverse benefit determinations of pre-service and
urgent care claims. If an adverse benefit determination is rendered
on the employee-beneficiary or dependent-beneficiary’s self-
insured plan administered claim, the employee-beneficiary or
dependent-beneficiary may file an appeal of that determination.
The individual’s appeal of the adverse benefit determination must
be made in writing and submitted to the self-insured plan
administrator within one hundred eighty (180) days after the
employee-beneficiary or dependent-beneficiary receives notice of
the adverse benefit determination.

If the adverse benefit determination is rendered with respect to an
urgent care claim, the employee-beneficiary or dependent-
beneficiary and/or the employee-beneficiary or dependent-
beneficiary’s attending physician may submit an appeal by
contacting the self-insured plan administrator. The employee-
beneficiary or dependent-beneficiary’s appeal should include the
following information:

(i) Name of the person the appeal is being filed for;

(ii)  The prescription drug program identification number,
service description and/or code, or product name and
number;

(iii)  Date of birth;

(iv)  Written statement of the issue(s) being appealed;

(V) Prescription drug name(s), service(s), or product(s) being
requested; and

(vi)  Written comments, documents, records or other
information relating to the claim.

The employee-beneficiary or dependent-beneficiary’s appeal and
supporting documentation should be mailed, emailed, or faxed to
the self-insured plan administrator.

If a covered person or their covered dependent does not
understand English and has questions about a claim denial, the
covered person or covered dependent should contact the
appropriate claims administrator to find out if assistance is
available.
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TAGALOG (Tagalog): Kung kailangan niyo ang
tulong sa Tagalog tumawag sa ang EUTF.
CHINESE (FX): MRFEPXFEE), &k
EUTF.

(3)  The self-insured plan administered program’s review. The self-
insured plan administrator will provide the first-level review of
appeals of pre-service claims. If the employee-beneficiary or
dependent-beneficiary appeals the self-insured plan administrator’s
decision, the employee-beneficiary or dependent-beneficiary can
request an additional second-level medical necessity review. That
review will be conducted by an Independent Review Organization
(“IRO7).

4) Timing of review.

(i) Pre-Authorization Review. The self-insured plan
administrator will make a decision on a pre-authorization
request for a Fund benefit within fifteen (15) days after it
receives the request. If the request relates to an urgent care
claim, the self-insured plan administrator will make a
decision on the claim within seventy-two (72) hours.

(ii) Pre-Service Claim Appeal. The self-insured plan
administrator will make a decision on a first-level appeal of
an adverse benefit determination rendered on a pre-service
claim within fifteen (15) days after it receives the
employee-beneficiary or dependent-beneficiary’s appeal. If
the self-insured plan administrator renders an adverse
benefit determination on the first-level appeal of the pre-
service claim, the employee-beneficiary or dependent-
beneficiary may appeal that decision by providing the
information described above. A decision on the employee-
beneficiary or dependent-beneficiary’s second-level appeal
of the adverse benefit determination will be made (by the
IRO) within fifteen (15) days after the new appeal is
received. If the employee-beneficiary or dependent-
beneficiary is appealing an adverse benefit determination of
an urgent care claim, a decision on such appeal will be
made not more than seventy-two (72) hours after the
request for appeal(s) is received (for both the first-and
second-level appeals, combined).
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(iii)

Post-Service Claim Appeal. The self-insured plan
administrator will make a decision on an appeal of an
adverse benefit determination rendered on a post-service
claim within sixty (60) days after it receives the appeal.

Scope of review. During its pre-authorization review, first-level
review of the appeal of a pre-service claim, or review of a post-
service claim, the self-insured plan administrator will:

(1)

(i)

(iii)

(iv)

Take into account all comments, documents, records and
other information submitted by the employee-beneficiary or
dependent-beneficiary relating to the claim, without regard
to whether such information was submitted or considered in
the initial benefit determination on the claim;

Follow reasonable procedures to verify that its benefit
determination is made in accordance with the applicable
Fund documents;

Follow reasonable procedures to ensure that the applicable
Fund provisions are applied to the employee-beneficiary or
dependent-beneficiary in a manner consistent with how
such provisions have been applied to other similarly-
situated individuals; and

Provide a review that does not afford deference to the
initial adverse benefit determination and is conducted by an
individual other than the individual who made the initial
adverse benefit determination (or a subordinate of such
individual).

If an employee-beneficiary or dependent-beneficiary
appeals the self-insured plan administrator’s denial of a
pre-service claim, and requests an additional second-level
medical necessity review by an IRO, the IRO shall:

a) Consult with appropriate health care professionals
who were not consulted in connection with the
initial adverse benefit determination (nor a
subordinate of such individual);

b) Identify the health care professional, if any, whose
advice was obtained on behalf of the Fund in
connection with the adverse benefit determination;
and
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(7

c) Provide for an expedited review process for urgent
care claims.

Notice of adverse benefit determination. Following the review of
an employee-beneficiary or dependent-beneficiary’s claim, the
self-insured plan administrator will notify the employee-
beneficiary or dependent-beneficiary of any adverse benefit
determination in writing. (Decisions on urgent care claims will be
also communicated by telephone or fax.) This notice will include:

(1) The specific reason or reasons for the adverse benefit
determination;

(1)  Reference to the pertinent Fund provision on which the
adverse benefit determination was based;

(iii) A statement that the employee-beneficiary or dependent-
beneficiary is entitled to receive, upon written request, free
of charge, reasonable access to, and copies of, all
documents, records and other information relevant to the
claim;

(iv) If an internal rule, guideline, protocol or other similar
criterion was relied upon in making the adverse benefit
determination, either a copy of the specific rule, guideline,
protocol or other similar criterion; or a statement that such
rule, guideline, protocol or other similar criterion will be
provided free of charge upon written request; and

(v) If the adverse benefit determination is based on a medical
necessity, either the IRO’s explanation of the scientific or
clinical judgment for the IRO’s determination, applying the
terms of the Fund to the employee-beneficiary or
dependent-beneficiary’s medical circumstances, or a
statement that such explanation will be provided free of
charge upon written request.

Authority as claims fiduciary. The self-insured plan administrator
has been designated by the Board as the claims fiduciary with
respect to all types of claim appeal review of the benefit claims
arising under the Fund it administers. The self-insured plan
administrator shall have, on behalf of the Fund, sole and complete
discretionary authority to determine these claims conclusively for
all parties. The self-insured plan administrator is not responsible
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®)

for the conduct of any second-level medical necessity review
performed by an IRO.

Voluntary external review. The Patient Protection and Affordable
Care Act (“ACA”) imposes external review requirements on group
health plans, including outpatient prescription drug benefits.

Under the ACA, an employee-beneficiary or dependent-
beneficiary who receives a final internal adverse determination of a
“Claim” for benefits under a self-insured administered plan may be
permitted to further appeal that denial using the voluntary external
review process. The external review process provides employee-
beneficiary or dependent-beneficiary’s with another option for
protesting the denial of their claim.

Standard/non-expedited Federal external review process.

(i) Request for review. An employee-beneficiary or
dependent-beneficiary whose claim for self-insured
administered benefits is denied may request, in writing, an
external review of his or her claim within four (4) months
after receiving notice of the final internal adverse benefit
determination. The employee-beneficiary or dependent-
beneficiary’s request should include their name, contact
information including mailing address and daytime phone
number, individual ID number, and a copy of the coverage
denial. The employee-beneficiary or dependent-
beneficiary’s request for external review and supporting
documentation may be mailed, emailed, or faxed to the
self-insured plan administrator at their address, email, or
fax.

(ii) Preliminary review. Within five (5) days of receiving an
employee-beneficiary or dependent-beneficiary’s request
for external review, the self-insured plan administrator will
conduct a “preliminary review” to ensure that the request
qualifies for external review. In this preliminary review, the
self-insured plan administrator will determine whether:

a) The employee-beneficiary or dependent-beneficiary

is or was covered under the Fund at the time the
benefit at issue was requested, or in the case of a
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retrospective review, was covered at the time the
benefit was provided;

b) The adverse benefit determination or final internal
adverse benefit determination does not relate to the
employee-beneficiary or dependent-beneficiary’s
failure to meet the Fund’s requirements for
eligibility (for example, worker classification or
similar determinations), as such determinations are
not eligible for Federal external review;

c) The employee-beneficiary or dependent-beneficiary
has exhausted the Fund’s internal appeal process
(unless the employee-beneficiary or dependent-
beneficiary’s Claim is “deemed exhausted” under
the ACA); and

d) The employee-beneficiary or dependent-beneficiary
has provided all the information and forms
necessary to process the external review.

Within one (1) day after completing this preliminary
review, the self-insured plan administrator will notify the
employee-beneficiary or dependent-beneficiary, in writing,
that: (1) the employee-beneficiary or dependent-
beneficiary’s request for external review is complete, and
may proceed; (2) the request is not complete, and additional
information is needed (along with a list of the information
needed to complete the request); or (3) the request for
external review is complete, but not eligible for review.

Referral to IRO. If the employee-beneficiary or dependent-
beneficiary’s request for external review is complete and
the employee-beneficiary or dependent-beneficiary’s claim
is eligible for external review, the self-insured plan
administrator will assign the request to one of the IROs
with which the administrator has contracted. The IRO will
notify the employee-beneficiary or dependent-beneficiary
of its acceptance of the assignment. The employee-
beneficiary or dependent-beneficiary will then have ten
(10) days to provide the IRO with any additional
information the employee-beneficiary or dependent-
beneficiary wants the IRO to consider. The IRO will
conduct its external review without giving any
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(iv)

consideration to any earlier determinations made on behalf
of the Fund.

The IRO may consider information beyond the records for
the employee-beneficiary or dependent-beneficiary’s
denied Claim, such as:

a)
b)

c)

d)

g

The employee-beneficiary or dependent-
beneficiary’s medical records;

The attending health care professional’s
recommendations;

Reports from appropriate health care professionals
and other documents submitted by the Fund, the
employee-beneficiary or dependent-beneficiary, or
the employee-beneficiary or dependent-
beneficiary’s treating physician;

The terms of the Fund to ensure that the IRO’s
decision is not contrary to the terms of the plan
(unless those terms are inconsistent with applicable
law);

Appropriate practice guidelines, which must include
applicable evidence based standards and may
include any other practice guidelines developed by
the Federal government, national, or professional
medicine societies, boards, and associations;

Any applicable clinical review criteria developed
and used on behalf of the Fund (unless the criteria
are inconsistent with the terms of the Fund or
applicable law); and

The opinion of the IRO’s clinical reviewer(s) after
considering all information and documents
applicable to the employee-beneficiary or
dependent-beneficiary’s request for external review,
to the extent such information or documents are
available and the IRO’s clinical reviewer(s)
considers it appropriate.

Timing of IRO’s determination. The IRO will provide the
employee-beneficiary or dependent-beneficiary and the
self-insured plan administrator (on behalf of the Fund) with
written notice of its final external review decision within
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forty-five (45) days after the IRO receives the request for
external review. The IRO’s notice will contain:

a)

b)

c)

d)

e)

f)

A general description of the reason for the request
for external review, including information sufficient
to identify the claim (including the date or dates of
service, the health care provider, the claim amount
(if available), the diagnosis code and its meaning,
the treatment code and its meaning, and the reasons
for the previous denials);

The date the IRO received the external review
assignment from the self-insured plan administrator,
and the date of the IRO’s decision;

References to the evidence or documentation,
including specific coverage provisions and
evidence-based standards, the IRO considered in
making its determination;

A discussion of the principal reason(s) for the IRO’s
decision, including the rationale for the decision,
and any evidence-based standards that were relied
upon by the IRO in making its decision;

A statement that the determination is binding except
to the extent that other remedies may be available
under State or Federal law to the either the Fund or
to the individual;

A statement that the employee-beneficiary or
dependent-beneficiary may still be eligible to seek
judicial review of any adverse external review
determination; and

Current contact information, including phone
number, for any applicable office of health
insurance consumer assistance or ombudsmen
available to assist the employee-beneficiary or
dependent-beneficiary.

Reversal of the Fund’s prior decision. If the self-insured plan
administrator, acting on the Fund’s behalf, receives notice from the
IRO that it has reversed the prior determination of the employee-
beneficiary or dependent-beneficiary’s claim, the self-insured plan
administrator will immediately provide coverage or payment for

the claim.
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Expedited Federal external review process. An employee-
beneficiary or dependent-beneficiary may request an expedited
external review:

1) If the employee-beneficiary or dependent-beneficiary
receives an adverse benefit determination related to a claim
that involves a medical condition for which the timeframe
for completion of a an expedited internal appeal would
seriously jeopardize the life or health of the employee-
beneficiary or dependent-beneficiary, and/or could result in
the employee-beneficiary or dependent-beneficiary’s
failure to regain maximum function, and the employee-
beneficiary or dependent-beneficiary has filed a request for
an expedited internal appeal; or

(i1) If the employee-beneficiary or dependent-beneficiary
receives a final internal adverse benefit determination
related to a claim that involves: (a) a medical condition for
which the timeframe for completion of a standard external
review would seriously jeopardize the life or health of the
employee-beneficiary or dependent-beneficiary, and/or
could result in the employee-beneficiary or dependent-
beneficiary’s failure to regain maximum function; or (b) an
admission, availability of care, continued stay, or a
prescription drug benefit for which the employee-
beneficiary or dependent-beneficiary has received
emergency services, but has not been discharged from a
facility.

Request for review. If the employee-beneficiary or dependent-
beneficiary’s situation meets the definition of urgent under the law,
the external review of the claim will be conducted as expeditiously
as possible. In that case, the employee-beneficiary or dependent-
beneficiary or the employee-beneficiary or dependent-
beneficiary’s physician may request an expedited external review
by calling the customer care toll-free at the number on their benefit
ID card or contacting their benefits office. The request should
include the employee-beneficiary or dependent-beneficiary’s
name, contact information including mailing address and daytime
phone number, employee-beneficiary or dependent-beneficiary’s
ID number, and a description of the coverage denial.
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(14)

(15)

Alternatively, a request for expedited external review may be
faxed; employee-beneficiary or dependent-beneficiary contact
information and coverage denial description, and supporting
documentation may be faxed or emailed to the attention the self-
insured plan administrator’s external review appeals department.
All requests for expedited review must be clearly identified as
“urgent” at submission.

Preliminary review. Immediately on receipt of an employee-
beneficiary or dependent-beneficiary’s request for expedited
external review, the self-insured plan administrator will determine
whether the request meets the reviewability requirements described
above for standard external review. Immediately upon completing
this review, the self-insured plan administrator will notify the
employee-beneficiary or dependent-beneficiary that: (i) the
employee-beneficiary or dependent-beneficiary’s request for
external review is complete, and may proceed; (ii) the request is
not complete, and additional information is needed (along with a
list of the information needed to complete the request); or (iii) the
request for external review is complete, but not eligible for review.

Referral to IRO. Upon determining that an employee-beneficiary
or dependent-beneficiary’s request is eligible for expedited
external review, the self-insured plan administrator will assign an
IRO to review the employee-beneficiary or dependent-
beneficiary’s claim. The self-insured plan administrator will
provide or transmit all necessary documents and information
considered in making the adverse benefit determination or final
adverse benefit determination to the assigned IRO electronically,
by telephone, by fax, or by any other available expeditious method.
The assigned IRO, to the extent the information or documents are
available and the IRO considers them appropriate, must consider
the information and documents described above. In reaching a
decision on an expedited request for external review, the IRO will
review the employee-beneficiary or dependent-beneficiary’s claim
de novo and will not be bound by the decisions or conclusions
reached on behalf of the Fund during the internal claims and
appeals process.

Timing of the IRO’s determination. The IRO must provide the
employee-beneficiary or dependent-beneficiary and the self-
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®

insured plan administrator, on behalf of the Fund, with notice of its
determination as expeditiously as the employee-beneficiary or
dependent-beneficiary’s medical condition or circumstances
require, but in no event more than seventy-two (72) hours after the
IRO receives the employee-beneficiary or dependent-beneficiary’s
request for external review. If this notice is not provided in writing
from the IRO and is provided orally, within forty-eight (48) hours
after providing the oral notice, the IRO will provide the employee-
beneficiary or dependent-beneficiary and the self-insured plan
administrator, on behalf of the Fund, with written confirmation of
its decision.

(16)  Authority for review. The self-insured plan administrator will be
responsible only for conducting the preliminary review of an
employee-beneficiary or dependent-beneficiary’s request for
external review, ensuring that the individual is timely notified of
the decision as to eligibility for external review, and for assigning
the request for external review to an IRO. The actual external
review of an employee-beneficiary or dependent-beneficiary’s
appeal will be conducted by the assigned independent review
organization (IRO). The self-insured plan administrator is not
responsible for the conduct of the external review performed by an
IRO.

Facility of payment. If the Fund administrator or its designee determines
that an employee-beneficiary or dependent-beneficiary cannot submit a
claim or prove that an employee-beneficiary or dependent-beneficiary paid
any or all of the charges for health care services that are covered by the
Fund because an employee-beneficiary or dependent-beneficiary is
incompetent, incapacitated or in a coma, the Fund may, at its discretion,
pay Fund benefits directly to the health care provider(s) who provided the
health care services or supplies, or to any other individual who is
providing for an employee-beneficiary or dependent-beneficiary care and
support. Any such payment of Fund benefits will completely discharge
the Fund’s obligations to the extent of that payment. Neither the Fund,
administrator, claim administrator nor any other designee of the Fund
administrator will be required to see to the application of the money so
paid.

Discretionary authority of Fund administrator and designees. In carrying

out their respective responsibilities under the Fund, the Fund administrator



(g)

(h)

or its designee, other plan fiduciaries, and the self-insured plan
administrator, have full discretionary authority to interpret the terms of the
plan and to determine eligibility and entitlement to Fund benefits in
accordance with the terms of the Fund. Any interpretation or
determination made under that discretionary authority will be given full
force and effect, unless it can be shown that the interpretation or
determination was arbitrary and capricious.

Elimination of conflict of interest. To ensure that the persons involved
with adjudicating claims and appeals (such as claim adjudicators and
medical experts) act independently and impartially, decisions related to
those persons employment status (such as decisions related to hiring,
compensation, promotion, termination or retention), will not be made on
the basis of whether that person is likely to support a denial of benefits.

Limitation on when a lawsuit may be started. An employee-beneficiary or
dependent-beneficiary or any other claimant may not start a lawsuit to
obtain Fund benefits, including proceedings before administrative
agencies, until after all administrative procedures have been exhausted
(including this Fund’s claim appeal review procedures described in this
document) for every issue deemed relevant by the claimant, or until ninety
(90) days have elapsed since an employee-beneficiary or dependent-
beneficiary filed a request for appeal review if an employee-beneficiary or
dependent-beneficiary have not received a final decision or notice that an
additional sixty (60) days will be necessary to reach a final decision. No
lawsuit may be started more than three years after the end of the year in
which services were provided.
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3.00 ELIGIBLITY FOR ENROLLMENT

3.01 Health Benefits
3.02  Group Life Insurance

3.01 Health Benefits

(a)

Employee-beneficiaries. The following persons shall be eligible to enroll
as employee-beneficiaries in the benefit plans offered or sponsored by the
Fund:

(1) An employee;

(2) A retired employee;

(3) The surviving spouse or partner of an employee who is killed in
the performance of the employee’s duty, provided the surviving
spouse or partner does not remarry or enter into another
partnership;

4) The unmarried child of an employee who is killed in the
performance of the employee’s duty, provided the child is under
the limiting age, as defined in Rule 1.02 or is an adult disabled
child in accordance with Rule 3.01(b)(3) and does not have a
surviving parent who is eligible to be an employee-beneficiary;

(5) The surviving spouse or partner of a deceased retired employee,
provided the surviving spouse or partner does not remarry or enter
into another partnership; and

(6)  The unmarried child of a deceased retired employee, provided the
child is under the age of nineteen and does not have a surviving
parent who is eligible to be an employee-beneficiary.

With respect to subsections (3) and (5) above, a surviving spouse or
partner ceases to be an eligible employee-beneficiary once the spouse or
partner remarries or enters into another partnership even though the spouse
or partner may subsequently become single again as a result of an
annulment, divorce, legal separation, dissolution of partnership,
termination of a civil union or death. A surviving partner shall not cease
to be eligible under subsections (3) or (5) because the death of the
employee or retired employee prevents him or her from further meeting
the requirements of parts (1), (2), (3), (6), and (8) of the definition of
"domestic or civil union partner" in Rule 1.02. With respect to subsection
(4), an unmarried child ceases to be eligible as of midnight of the birthday



(b)

in which the child reaches the limiting age, as defined in Rule 1.02. With
respect to subsection (6), an unmarried child ceases to be eligible as of
midnight of the birthday in which the child reaches the age of nineteen.

Notwithstanding any other provision in these rules to the contrary, a
retired employee-beneficiary who is eligible to enroll in the Medicare Part
B medical insurance plan shall not be eligible for medical or prescription
drug coverage offered or sponsored by the Fund until the employee-
beneficiary’s Medicare Part B medical insurance plan is effective and
provides satisfactory proof to the Fund of that enrollment as defined by the
Fund.

An employee-beneficiary who is in Cancellation Non-Payment Status is
not eligible for enrollment in Fund health benefit plans until the plan year
following the cancellation. The employee-beneficiary may enroll during
the Fund’s open enrollment period or upon experiencing a mid-year
qualifying event in a plan year following the cancellation.

Dependent-beneficiaries of active employees. The following persons shall

be eligible for coverage as dependent-beneficiaries in the benefit plans
offered or sponsored by the Fund for active employees:

(1) An employee-beneficiary’s spouse or partner;

(2) An employee-beneficiary’s, spouse’s or partner’s child, provided
the child is under the limiting age, as defined in Rule 1.02 for
excepted and non-excepted benefits;

(3) An employee-beneficiary’s, spouse’s or partner’s unmarried child
over the limiting age as defined in Rule 1.02 for excepted and non-
excepted benefits, who is incapable of self-support because of a
mental or physical incapacity that existed prior to the child
reaching the age of nineteen. A child under this Rule is not
required to live with the employee-beneficiary; but, ceases to be an
eligible dependent-beneficiary once he/she marries or enters into a
partnership even though he/she may subsequently become single
again as a result of an annulment, divorce, legal separation,
dissolution of partnership, termination of civil union or death; and

4) A child for whom an employee-beneficiary must provide health
benefit coverage under the terms of a qualified medical child
support order.
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(c)

With respect to subsection (2) above, an unmarried child ceases to be
eligible as of midnight of the child’s nineteenth or twenty-fourth birthday
for excepted benefits as defined in Rule 1.02, as applicable, and for non-
excepted benefits, coverages are terminated at the end of the month in
which the child turns twenty-six. With respect to subsections (2) and (3),
the child of a spouse or partner ceases to be eligible upon a divorce, the
dissolution of the domestic partnership or termination of the civil union
partnership. In addition, as a condition of eligibility for any child age
nineteen through twenty-three for excepted benefits as defined in Rule
1.02, the employee-beneficiary shall provide the Fund with written proof
reasonably satisfactory to the Fund of the full-time student status of such
child. Such written proof shall be provided at such times and in such form
as the Fund may from time to time direct.

Dependent-beneficiaries of retired employees. The following persons
shall be eligible for coverage as dependent-beneficiaries in the benefit
plans offered or sponsored by the Fund for retired employees:

(1) An employee-beneficiary’s spouse or partner;

(2) An employee-beneficiary’s, spouse’s or partner’s unmarried child,
provided the child is under the limiting age, as defined in Rule
1.02, of nineteen or a full-time student and under the age of
twenty-four;

(3) An employee-beneficiary’s, spouse’s or partner’s unmarried child,
regardless of age, who is incapable of self support because of a
mental or physical incapacity that existed prior to the child
reaching the age of nineteen. A child under this Rule is not
required to live with the employee-beneficiary; but, ceases to be an
eligible dependent-beneficiary once he/she marries or enters into a
partnership even though he/she may subsequently become single
again as a result of an annulment, divorce, legal separation,
dissolution of partnership, termination of civil union or death; and

4) A child for whom an employee-beneficiary must provide health
benefit coverage under the terms of a qualified medical child
support order.

With respect to subsection (2) above, an unmarried child ceases to be
eligible as of midnight of the child’s nineteenth or twenty-fourth birthday,
as applicable. With respect to subsections (2) and (3), the child of a
spouse or partner ceases to be eligible upon a divorce, the dissolution of
the domestic partnership or termination of the civil union partnership. In
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3.02

addition, as a condition of eligibility for any child age nineteen through
twenty-three, the employee-beneficiary shall provide the Fund with
written proof reasonably satisfactory to the Fund of the full-time student
status of such child. Such written proof shall be provided at such times
and in such form as the Fund may from time to time direct.

Notwithstanding any other provisions in these rules to the contrary, a
dependent-beneficiary who is eligible to enroll in the Medicare Part B
medical insurance plan shall not be eligible for medical or prescription
drug coverage under any retiree benefit plan offered or sponsored by the
Fund until the dependent-beneficiary’s Medicare Part B medical insurance
plan is effective.

Group Life Insurance

Employees and retired employees are eligible to enroll for any group life

insurance plans offered or sponsored by the Fund.
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4.01

(a)

(b)

4.00 ENROLLMENT PROCEDURES

4.01 Application for Enrollment

4.02 Rejection of an Enrollment Application

4.03  Dual or Multiple Enrollment

4.04 Date of Filing

4.05 Failure to File Properly Completed Enrollment Application
Within the Prescribed Time: Effect on Coverage Dates

4.06 Notification of Changes in Personal Information

4.07 Verification of Eligibility

4.08 Regular Open and Additional Limited Enrollment Periods

4.09 Continuation of Coverage

4.10 Contribution Shortage

4.10.5 Contribution Refund

4.11 Cancellation of Enrollment; Effective Dates of Cancellation

4.12  Termination of Enrollment; Effective Dates of Termination

4.13  Reinstatement of Enrollment

Application for Enrollment

An employee-beneficiary shall file an enrollment application, in the form
prescribed by the board or by the board’s policy, to enroll, change or
cancel an enrollment in any benefit plan offered or sponsored by the Fund.
Unless otherwise provided by the board or by the board’s policy, all
enrollment applications shall be filed by the employee-beneficiary with:
(1) in the case of an employee, the employee’s employer; and (2) in all
other cases, the Fund. Notwithstanding the foregoing, upon retirement and
thereafter, an employee-beneficiary shall file an enrollment application to
enroll or change enrollment in the benefit plans offered or sponsored by
the Fund with the Fund.

With due consideration of appropriate federal or state laws, the board shall
set the standards and procedures for filing such enrollment applications,
including, but not limited to, the form of such enrollment applications, the
information required to be provided by the employee-beneficiary on such
enrollment applications, and the method for filing such enrollment
applications. Enrollment applications shall include the employee-
beneficiary’s authorization to the state comptroller or the appropriate
county director of finance to assign sufficient compensation to the Fund in
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(©)

4.02

(a)

(b)

(c)

payment of all contributions due from such employee-beneficiary for
enrollment or coverage in any and all Fund benefit plans.

A representative of an employee-beneficiary may file an enrollment
application for the employee-beneficiary if:

(1)  The representative has a written authorization signed by the
employee-beneficiary that authorizes the representative to file such
enrollment applications as provided by State and Federal law; or

(2) A valid court order authorizes the representative to file such
enrollment applications.

Rejection of an Enrollment Application

Any enrollment application may be rejected if it is incomplete or does not
contain all information required to be provided by the employee-
beneficiary.

An enrollment application shall be rejected if:

(1) The application seeks to enroll a person who is not eligible to
enroll in the benefit plan for which enrollment is requested;

(2) The application is not filed within the time limitations prescribed
by these rules;

(3) The application contains an intentional misstatement or
misrepresentation of a material fact or contains other information
of a fraudulent nature;

(4) The employee-beneficiary is ineligible due to outstanding past due
contributions or other amounts to the Fund, or is ineligible due to
Cancellation Non-Payment Status; or

(5) Acceptance of the application would violate applicable federal or
state law or any other provision of these rules.

Notification shall be provided to the employee-beneficiary of the rejection
of any enrollment application.
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4.03

(a)

(b)

4.04

Dual or Multiple Enrollment

No person may be enrolled simultaneously in any benefit plan offered or
sponsored by the Fund as both an employee-beneficiary and a dependent-
beneficiary, nor may children be enrolled by more than one employee-
beneficiary. The Fund shall cancel such dual coverage enrollments.

Where an employee-beneficiary files more than one enrollment
application, the enrollment application bearing the latest filing date shall
be the one used by the Fund to process the employee-beneficiary’s
enrollment, provided the employee-beneficiary is eligible for such
enrollment.

Date of Filing

An employee-beneficiary’s enrollment application, beneficiary

designation, or any other form required to be filed with the Fund shall be deemed
to have been filed with the Fund on the date that the following entities, as
applicable, actually receive such forms: (1) the employee’s employer; (2) in the
case of a retired employee, surviving spouse or partner under Rule 3.01, and
unmarried child under Rule 3.01, the Fund; (3) or others, as specified by the Fund.
However, if filed before the time or times prescribed in these rules, an enrollment
application, or other form shall be deemed to have been filed on the date that the
person would have been first eligible to file that document.

4.05

Failure to File Properly Completed Enrollment Application Within
the Prescribed Time; Effect on Coverage Dates

Except as otherwise provided in these rules or by applicable federal or

state law, the following shall apply to all applications to enroll in the benefit plans
offered or sponsored by the Fund, to add or delete dependent-beneficiaries, or to
change enrollments or coverages:

(a)

No enrollment of an employee-beneficiary, addition or deletion of a
dependent-beneficiary, or change in an enrollment or coverage shall be
effective without the filing of a properly completed enrollment application
and any required proof documents within forty five (45) days of the
specified event that allows the filing of the application except for the
following events: (1) termination of employment for which the enrollment
application must be filed within thirty (30) days of the termination of
employment; (2) newborns for which the enrollment application and

™o
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required proof documents must be filed within one hundred eighty (180)
days of the birth; (3) retirement, and surviving spouse, partner or child
who become eligible as an employee-beneficiary under Rule 3.01 for
which an enrollment application and required proof documents must be
filed within sixty (60) days of the event.

(b) An employee-beneficiary who fails to file an enrollment application and
required proof documents within the time prescribed by subsection (a)
above or any otherwise applicable rule shall result in the rejection of the
requested enrollment changes and not be permitted to file that application
until the next regular open or additional limited enrollment period.

4.06 Notification of Changes in Personal Information

Each employee-beneficiary shall immediately notify the Fund in writing
of any changes in the employee-beneficiary’s name or address or marital or
partnership status, the birth or adoption of a child or any other changes in the
family status of the employee-beneficiary, and any other material changes in the
information previously filed by the employee-beneficiary as part of an enrollment
application. Each notice to the Fund shall be submitted through the employee-
beneficiary’s employer or, if none, shall be submitted directly to the Fund.

4.07 Verification of Eligibility

The board may require periodic verification of eligibility for employee-
beneficiaries and dependent-beneficiaries enrolled by an employee-beneficiary in
Fund benefit plans. The board may set standards and procedures for the required
verification. If verification is not provided in accordance with the standards and
procedures established by the board, the employee-beneficiary or dependent-
beneficiary’s enrollment shall be cancelled as set forth in Rule 4.11(c).

4.08 Regular Open and Additional Limited Enrollment Periods

Except as otherwise provided by these rules, an employee-beneficiary may
file an enrollment application during a regular open or additional limited
enrollment period to make any one or a combination of enrollment changes that
have been approved by the board for that regular open or additional limited
enrollment period. The changes that the board may approve include, but are not
limited to, changes from non-enrolled to enrolled status, changes between plans,
changes in levels of coverage, and cancellations. All changes made shall become
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effective on the date approved by the board for the regular open or additional
limited enrollment period.

4.09 Continuation of Coverage

Subject to applicable federal and state law, coverage under the benefit
plans offered or sponsored by the Fund shall continue:

(a) Provided the employee-beneficiary meets the eligibility provisions of Rule
3.01 and pays the employee-beneficiary’s premium contribution as
provided by statute, the employer’s administrative rules, or an applicable
bargaining unit agreement;

(b) While the employee-beneficiary participates in an employee strike
authorized by chapter 89, Hawaii Revised Statutes, provided that nothing
in this rule shall limit the right or ability of the Fund to collect premium
contributions from any public employer or employee-beneficiaries or the
remedies available to the Fund to collect such premium contributions.

(c) When an employee terminates employment and is rehired by the same
public employer within the same pay period or the next consecutive pay
period, the employee shall be considered as having transferred
employment, such as when the employee terminates employment with the
state and is rehired with the state, or when the employee terminates
employment with a county and is rehired by the same county. The
employee shall be treated as if continuously enrolled in the Fund benefit
plans in which the employee was enrolled at the time of termination and
shall be required to pay the full cost of coverage to the extent that such is
not paid by the employee’s public employer. When an employee
terminates employment and is rehired by a different public employer
within the same pay period or the next consecutive pay period, such as
when the employee terminates employment with the state and is hired by a
county or terminates one county and is rehired by a different county, the
employee shall be allowed to change between plans, including adding or
dropping dependents and changing tiers. Notwithstanding the definitions
of “employer” and “public employer” set forth and used in these
Administrative Rules, for purposes of this section only, the different
public employers are: 1) State, including executive, legislative, and
judicial branches, Department of Education, University of Hawaii, Hawaii
Health Systems Corporation, Office of Hawaiian Affairs, and all Charter
Schools; 2) City and County of Honolulu; 3) County of Hawaii; 4) County
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of Maui, and 5) County of Kauai. Changes shall become effective at the
beginning of the next pay period in which the termination of employment
occurred, without a break in coverage.

4.10 Contribution Shortage

A notice of contribution shortage shall be sent to an employee-beneficiary
at his or her last known address if any portion of the employee-beneficiary’s
required semi-monthly or monthly contributions is not paid or is not withheld
from the employee-beneficiary’s earnings and transmitted to the Fund. The notice
shall be sent within thirty days of the date on which the required semi-monthly or
monthly contribution payment was due. Cancellation of the employee-
beneficiary’s enrollment due to any contribution shortage shall be as per Rule
4.11(b), and reinstatement of the employee-beneficiary’s enrollment after any
such cancellation shall be as per Rule 4.13(b).

4.10.5 Contribution Refund

The Fund may refund employee-beneficiaries or dependent-beneficiaries
any amounts deemed owing, provided that at the time of the disbursement of such
refunds, no refund need be made where the amount thereof is less than one dollar.
4.11 Cancellation of Enrollment; Effective Dates of Cancellation
(a) Cancellation Due to Ineligibility. The enrollment of any ineligible person

who was enrolled in error or is ineligible to enroll in or be covered in a
benefit plan offered or sponsored by the Fund shall be canceled:

(1) When the person is notified by the Fund of the error or ineligibility
prior to the effective date of the enrollment, the person shall be
treated as if the enrollment application was not submitted.

(2) When the person is notified by the Fund in writing after the
effective date of the enrollment, but at least thirty (30) days in
advance of the effective date of the cancellation, the enrollment
may be canceled retroactively (a rescission) to the effective date if
cancellation is due to Fraud or Intentional Misrepresentation of a
material fact, as defined in Rule 1.02 or

3) When the person is notified by the Fund in writing after the
effective date of the enrollment, the enrollment will be cancelled
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(b)

(c)

prospectively effective the first day of the first pay period
following the date that ineligibility is determined by the Fund.
Employee-beneficiaries may be liable for the employer portion of
premiums paid for any ineligible person and/or any benefits that
were provided as per Rule 4.12(d).

Cancellation Due to Failure to Pay Contribution Shortage. If any portion
of an employee-beneficiary’s required semi-monthly or monthly
contributions is not paid or is not withheld from the employee-
beneficiary’s earnings and transmitted to the Fund within thirty (30) days
of the date of the notice of contribution shortage in Rule 4.10, the
employee-beneficiary's enrollment in all health benefit plans, and all
dependent-beneficiaries’ health benefit plans under that enrollment shall
be cancelled as of the first day following the last period for which full
payment of the employee-beneficiary’s required semi-monthly or monthly
contributions were paid and transmitted to the Fund and the employee-
beneficiary will be ineligible for fund health benefits. If an employee-
beneficiary is currently on a leave of absence covered under the Family
Medical Leave Act (FMLA), the employee-beneficiary and dependent
beneficiary(s) enrollment in all health benefit plans shall be cancelled
thirty (30) days from the date of the notice of contribution shortage. The
employee-beneficiary may only apply for a new enrollment as per Rule
4.13(a). However, the enrollment and eligibility for benefits of the
employee-beneficiary and his or her dependent-beneficiaries may be
reinstated as provided in Rule 4.13(b). Cancellation of an employee-
beneficiary’s enrollment pursuant to this rule shall not affect the Fund’s
right to collect any and all contribution shortages from the employee-
beneficiary.

Cancellation Due to Failure to Comply with Rules. If an employee-
beneficiary materially fails to comply with any of the Fund’s rules, the
employee-beneficiary’s enrollment in all of the benefit plans offered or
sponsored by the Fund and all coverages for dependent-beneficiaries
under that enrollment may be canceled after thirty (30) days advance
written notice of such has been provided to the employee-beneficiary. The
board may set standards and procedures for providing notice to employee-
beneficiaries under this rule. The notice shall at a minimum specify how
the employee-beneficiary has failed to comply with the Fund’s rules, and a
date by which the employee-beneficiary must comply with the Fund’s
rules in order to avoid cancellation. The effective date of the cancellation
shall be the date set forth in the notice as to when the employee-
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(e)

beneficiary must comply with the Fund’s rules in order to avoid
cancellation.

Cancellation Due to Acquiring Coverage From a Non-Fund Plan. An
employee-beneficiary or dependent-beneficiary may cancel enrollment in
a Fund benefit plan upon acquiring coverage from a non-Fund plan or
when moving to a country in which they are eligible for publicly provided
healthcare or similar, by filing an enrollment application to the employee-
beneficiary's employer or, if none, directly with the Fund requesting
cancellation. The enrollment application must be filed with the employee-
beneficiary’s employer, or, if none, directly to the Fund within forty five
(45) days of acquiring coverage from the non-Fund plan or moving to
another country as noted above. The effective date of cancellation shall be
the end of the pay period in which the employee-beneficiary or dependent-
beneficiary moves to another country as noted above or acquires coverage
from the non-Fund plan, except when the employee-beneficiary or
dependent-beneficiary acquires coverage from the non-Fund plan on the
first or the sixteenth of the month, in which case coverage ends at the end
of the prior pay period.

The Fund shall determine the required proof documents.

Cancellation When Beginning a Leave of Absence Without Pay. An

employee-beneficiary may voluntarily cancel enrollment in all Fund
benefit plans when beginning a leave of absence without pay that is
expected to last more than one month. An enrollment application must be
filed with the employee-beneficiary’s employer requesting cancellation of
all plans within forty five (45) days of the beginning of the leave of
absence without pay. The effective date of the cancellation shall be the
end of the pay period during which the leave of absence without pay
begins. Employee-beneficiaries who cancel coverage in accordance with
this section may re-enroll in the same benefit plans upon return from the
leave of absence without pay by completing an enrollment application and
submitting it to the employee-beneficiary’s employer within forty five
(45) days of returning from the leave of absence.

4.12 Termination of Enrollment; Effective Dates of Termination

(a)

Termination Due to Change in Employment Status. An employee-
beneficiary’s enrollment in all benefit plans offered or sponsored by the
Fund and all coverages for dependent-beneficiaries under that enrollment
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(b)

(c)

(d)

shall be terminated upon the employee-beneficiary’s loss of eligibility to
participate in such plans due to a change in employment status. The
effective date of the termination shall be the first day of the pay period
following the effective date of the change in employment status, provided
the termination is not retroactive. If, by virtue of an administrative error,
coverage continues to be provided by the Fund, and paid for by the
employee-beneficiary, the effective date of cancellation shall be the last
day of the pay period following the date of issuance of a thirty (30) days
written notice. Employers shall submit to the Fund the enrollment
application within thirty (30) days of the change in employment status
causing termination of enrollment. Employers submitting enrollment
applications after thirty (30) days of the change in employment status may
be responsible for 100% of the premiums, both employer and employee
contributions, until such termination.

Termination Due to Filing of Fraudulent Claims. An employee-
beneficiary’s enrollment in all of the benefit plans offered or sponsored by
the Fund and all coverages for dependent-beneficiaries under that
enrollment may be terminated upon thirty (30) days advance written notice
if the employee-beneficiary files fraudulent claims for benefit. A
dependent-beneficiary’s coverage in all of the benefit plans offered or
sponsored by the Fund may be terminated if the dependent-beneficiary
files fraudulent claims for coverage and/or benefits. The effective date of
the termination shall be the date that the Fund determines that the
employee-beneficiary or dependent-beneficiary, as applicable, has filed
fraudulent claims.

Notice to the Fund. If an event occurs that makes a person ineligible for
continued enrollment or coverage in the benefit plans offered or sponsored
by the Fund, that person or employee-beneficiary shall notify the Fund of
the event within forty five (45) days. All such notices shall be in writing
and shall be sent to the Fund.

Recovery of Benefits. In all situations in which an ineligible person
receives benefits under the Fund, or the employee-beneficiary or
dependent-beneficiary files fraudulent claims for benefits per Rule
4.12(b), the Fund shall be entitled to seek recovery of any benefits that
were provided to any person or seek recovery of the employer
contributions paid for any ineligible person after an event that terminated
the person’s enrollment or that otherwise made that person ineligible for
continued enrollment in or coverage by the benefit plans offered or
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in situations in which the Fund overpays amounts to an employee-
beneficiary or dependent-beneficiary, the Fund shall have the rights of
offset and set-off, including without limitation, the right to recover
amounts from and out of any and all future payments to the person whose
enrollment was terminated, who otherwise ceased to be eligible for
continued enrollment or coverage in the Fund’s benefit plans or who was
overpaid.

4.13 Reinstatement of Enrollment

(a)

(b)

General Rule. Unless another rule of the Fund expressly applies, an
employee-beneficiary whose enrollment in any of the Fund’s benefit plans
has been cancelled or terminated may not apply for reinstatement in those
benefit plans. The employee-beneficiary may only apply for a new
enrollment during the Fund’s open enrollment period or upon
experiencing a mid-year qualifying event in any plan year following the
cancellation. Any such new enrollment may be conditioned upon the
employee-beneficiary meeting all the Fund’s rules for eligibility and
enrollment, curing any past deficiencies or failures that led to the
employee-beneficiary’s cancellation or termination, and providing
adequate assurance that the employee-beneficiary will not further engage
in the conduct that previously led to the employee-beneficiary’s
cancellation or termination. Nothing in this rule shall be deemed to
require the Fund to re-enroll any employee-beneficiary whose enrollment
has been previously cancelled or terminated.

Contribution Shortage Cancellation. If an employee-beneficiary’s
enrollment in the Fund’s benefit plan or plans has been cancelled under
Rule 4.11(b), the employee-beneficiary’s enrollment in such benefit plan
or plans may be reinstated if the employee-beneficiary makes full payment
of all contributions due from the employee-beneficiary within sixty (60)
days from the date of the notice of cancellation in accordance with
cancellation of enrollment under Rule 4.11(b) and whose enrollment has
not been cancelled under Rule 4.11(b) within twelve (12) months of the
date of the notice of cancellation. The reinstatement shall be made so that
the employee-beneficiary and his or her dependent-beneficiaries shall
suffer no break in coverage. Employee-beneficiaries who are currently on
leave of absence covered under the FMLA or Uniform Services
Employment and Reemployment Rights Act (USERRA) shall be allowed
to re-enroll in coverage as per Rule 5.06(c).
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(©)

Reinstatement Upon Return From Lawful Strike. If an employee-
beneficiary’s enrollment is cancelled for non-payment during a lawful
strike, the employee-beneficiary may re-enroll upon return from the lawful
strike without the requirement to pay back premiums and without
coverage during the non-payment period under the following conditions:

(1) The employee-beneficiary files an enrollment application within forty
five (45) days of returning from the lawful strike, and

(2) The employee-beneficiary and any covered dependent-beneficiaries
had no covered services during the non-payment period.

(3) The employee-beneficiary enrolls in the same plans and at the same
tier the employee-beneficiary was enrolled in prior to the lawful
strike.

The effective date of coverage shall be the date the employee-beneficiary
returns from the lawful strike.

54

3296



5.01

(a)

(b)

5.00 HEALTH AND OTHER BENEFIT PLANS

5.01 Enrollment; Effective Dates of Coverage

5.02 Changes in Enrollment; Effective Dates of Coverage

5.03 Mandatory Enrollment in Medicare Part B and Medicare
Part D for Retired Employees and Cancellation Due to
Failure to Enroll

5.04 Cancellation Due to Failure to Enroll or Failure to Maintain
Enrollment in Medicare; Effective Date of Cancellation

5.05 Termination of Enrollment; Effective Dates of Termination

5.06 Reinstatement of Enrollment; Effective Dates of
Reinstatement

5.07 Reimbursement of Retired Employee-Beneficiaries and
Their Dependent-Beneficiaries Who Relocate Outside of
the State of Hawaii

Enrollment; Effective Dates of Coverage

New Employee. An employee-beneficiary may enroll in the health
benefit plans offered or sponsored by the Fund and obtain coverage for
eligible dependent-beneficiaries when the employee-beneficiary is first
eligible as an employee as defined in 87A-1, Hawaii Revised Statutes. At
the option of the employee-beneficiary, the effective date of coverage
shall be one of the following dates: (1) the date the employee beneficiary
is first eligible; (2) the first day of the first pay period following the date
the employee-beneficiary is first eligible; or (3) the first day of the second
pay period following the date the employee-beneficiary is first eligible.
The employee-beneficiary shall select the effective date of coverage in an
enrollment application that must be filed within forty five (45) days of the
date that the employee-beneficiary is first eligible. If the employee-
beneficiary fails to make an effective date of coverage selection, the
effective date of coverage shall be the date the employee-beneficiary is
first eligible.

Loss of Coverage in a Benefit Plan Offered by the Fund. An employee-
beneficiary may enroll in the health benefit plans offered or sponsored by
the Fund and obtain coverage for dependent-beneficiaries when the
employee-beneficiary loses coverage under the benefit plans offered or
sponsored by the Fund because the employee-beneficiary’s covering
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(c)

(d)

enrollment was terminated or the employee-beneficiary ceased to be
eligible as a dependent-beneficiary. The effective date of coverage shall be
the date of the employee-beneficiary’s loss of coverage if a properly
completed enrollment application is filed within forty five (45) days of the
loss of coverage. The employee-beneficiary may only enroll during the
next open enrollment period when the enrollment application is received
more than forty five (45) days after the loss of coverage.

Loss of Coverage in a Non-Fund Health Benefit Plan. An employee-
beneficiary who is eligible but not enrolled, may enroll in the health
benefit plans offered or sponsored by the Fund, and obtain coverage for
eligible dependent-beneficiaries, when the employee-beneficiary’s
coverage under non-Fund health benefit plans is terminated. The effective
date of coverage shall be the date of the employee-beneficiary’s loss of
coverage if a properly completed enrollment application is filed within
forty five (45) days of the loss of coverage. The employee-beneficiary
may only enroll during the next open enrollment period when the
enrollment application is received more than forty five (45) days after the
loss of coverage. The Fund shall determine the required proof documents.

Enrollment Due to Changes in Marital, Partnership or Family Status. An

employee-beneficiary who has previously declined coverage in the health
benefit plans offered or sponsored by the Fund may enroll in the Fund
benefit plans when the employee-beneficiary gains a dependent through a
change in marital, partnership or family status, e.g., marriage, entry into a
domestic or civil union partnership, birth, adoption, guardianship, or
issuance of a qualified medical child support order. At the option of the
employee-beneficiary, the effective date of coverage shall be one of the
following dates: (1) the date of the event; or (2) the first day of the first
pay period following the date of the event; or (3) the first day of the
second pay period following the event, except for a qualified medical child
support order, which shall be limited to the date of the event. The date of
the event shall be:

(1) For marriages the date on the marriage certificate;

(2) For civil unions the date on the civil union certificate;

(3) For domestic partnerships the date the notary notarizes the
Declaration of Domestic Partnership;

4) For births the date of birth;

(5) For adoptions the date of the adoption;
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(e)

(6) For placement of adoption or guardianships the date of
guardianship;

(7) For placement of a foster child the date indicated on the State of
Hawaii Department of Human Services Form 1564, Admission to
Foster Home; and

(8)  For a qualified medical child support order, the date specified in
the order, or if no date is specified, the date that the order is issued.

9) For dependent-beneficiary joining the employee-beneficiary’s
household, the date the dependent-beneficiary joins the household.

The employee-beneficiary shall select the effective date of coverage in an
enrollment application that must be filed within forty five (45) days of the
date of the event, except for newborns which is within one hundred eighty
(180) days of the birth. If the employee-beneficiary fails to make an
effective date of coverage selection, the effective date of coverage shall be
the date of the event. The Fund shall determine the required proof
documents.

Enrollment or Changes in Enrollment Upon Retirement. An employee-
beneficiary may enroll or change coverages in the health benefit plans
offered or sponsored by the Fund and obtain coverage for eligible
dependent-beneficiaries when that person becomes a retired member of
the Employees” Retirement System as defined in 87A-1, Hawaii Revised
Statutes. The effective date of the coverage shall be the first of the month
on or after the employee-beneficiary’s date of retirement provided a
completed enrollment application is received by the Fund within sixty (60)
days of retirement.

For disability retirement, at the option of the employee-beneficiary, the
effective date of coverage shall be the first of the month on or after the
employee-beneficiary’s date of retirement or the 1*' of the month of the
date of the Employees’ Retirement System disability certification letter
provided that a completed enrollment application is received by the Fund
within 60 days of certification from the Employees’ Retirement System of
a disability retirement.

Retired employee beneficiaries shall be eligible to enroll in the Fund’s
health benefit plans during the next open enrollment period for enrollment
applications received more than sixty (60) days after the date of
retirement.
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5.02

(a)

Surviving Spouse, Partner. or Child of a Deceased Retiree Not Enrolled in
the Fund or an Employee Who was Killed in the Performance of Duty
Who Was Not Enrolled in the Fund. A surviving spouse, partner or
unmarried child who is eligible as an employee-beneficiary under Rule
3.01(a) may enroll in the health benefit plans offered or sponsored by the
Fund. The effective date of coverage shall be the date the retiree passed
away or the date the employee was killed in the performance of duty,
provided a completed enrollment application is received by the Fund
within sixty (60) days of the retiree passing away or within sixty (60) days
of the date the employee was killed in the performance of duty for
dependents not enrolled at the time of death. Surviving spouses, partners,
or unmarried children of a deceased retiree or an employee who was killed
in the performance of duty shall be eligible to enroll in the Fund’s health
benefit plans during the next open enrollment period for enrollment
applications received more than sixty (60) days after the passing away of
the retiree or more than sixty (60) days after the date the employee was
killed in the performance of duty.

The public employer’s premium contributions and employee-beneficiary’s
premium contributions, if any, shall begin as of the first day of the pay
period during which the employee-beneficiary's effective date of coverage
occurs. The contributions shall not be prorated based on when the
employee-beneficiary's coverage begins during the pay period. For
example, if an employee-beneficiary's effective date of coverage occurs on
any date during the first pay period of a month (first half of a month), the
public employer and employee-beneficiary shall make contributions as if
the employee-beneficiary had been enrolled in the applicable health
benefit plans as of the first day of that first pay period. Similarly, if there
is a change in contributions due to an employee-beneficiary's change in
enrollment or coverage, the change in contributions shall begin as of the
first day of the pay period during which the change in enrollment or
coverage occurs. For example, if an employee-beneficiary changes
enrollment or coverage during any date during the second pay period of a
month (second half of a month), the public employer and employee-
beneficiary shall make contributions as if the change in enrollment or
coverage had occurred as of the first day of that second pay period.

Changes in Enrollment; Effective Dates of Coverage

Additions of Dependents Due to Changes in Marital, Partnership. Legal
Guardianship, or Family Status. An employee-beneficiary may change his
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or her enrollment to add coverage for dependent-beneficiaries in the Fund
health benefit plans in which the employee-beneficiary is currently
enrolled upon the occurrence of any of the following events: marriage,
entry into a partnership, birth of a child, adoption of a child, addition of a
foster child, the issuance of a qualified medical support order, or when a
dependent-beneficiary joins the employee-beneficiary’s household. At the
option of the employee-beneficiary, the effective date of the change in
enrollment shall be the date of the event or the first day of the first pay
period following the date of the event or the first day of the second pay
period following the event, except for a qualified medical support child
support order, which shall be limited to the date of the event, provided an
enrollment application is filed with the employer for active employee-
beneficiaries and to the Fund for retirees within forty five (45) days of the
event, except in the event of a birth of a child in which case the enrollment
application shall be filed with the employer or in the case of a retired
employee-beneficiary with the Fund within one hundred eighty (180) days
of the birth.

(1) With respect to the addition of a spouse or civil union partner, as
well as dependent(s) of a new spouse or civil union partner, the
date shall be the event date indicated on the marriage or civil union
certificate.

(2) With respect to the addition of a domestic partner, as well as the
dependent(s) of a domestic partner, the event date shall be the date
the notary notarizes the Declaration of Domestic Partnership.

(3) With respect to the birth of a child, the event date shall be the birth
date.

(4) With respect to the addition of a foster child, the event date shall
be the date indicated on the State of Hawaii Department of Human
Services Form 1564, Admission to Foster Home.

(5) With respect to the adoption of a child, the event date shall be the
date of the adoption (which may occur up to 1 year after the child
was Initially placed for adoption). For placement of adoption or
legal guardianship, the event date shall be the date of guardianship.

(6) With respect to a qualified medical child support order, the event
date shall be the date specified in the order, or if no date is
specified, the date that the order is issued.

(7) With respect to a dependent-beneficiary joining the employee-
beneficiary’s household; the date of the event shall be the date the
dependent-beneficiary joined the employee-beneficiary’s
household if the dependent-beneficiary lived in a residence outside
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(b)

(c)

of the geographic areas covered by the employee-beneficiary’s
present benefit plan.

The Fund shall determine the required proof documents for each of the
above events.

Deletions of Dependents Due to Changes in Marital, Partnership or Family
Status, or Legal Guardianship. An employee-beneficiary shall change his

or her enrollment to terminate coverage of dependent-beneficiaries who
cease to be eligible for continued enrollment in the Fund health benefit
plans upon the occurrence of any of the following events: divorce or
dissolution; annulment; legal separation; dissolution or other act ending a
partnership; death of a spouse, partner or child; the end of any required
coverage of a child under a qualified medical support order; a child ceases
to be eligible for coverage under Rule 3.01 or a dependent covered due to
legal guardianship turns the age of 18 (age of majority). The effective
date of change in coverage shall be the first day of the first pay period
following the occurrence of the event. Enrollment applications must be
filed with the employer or in the cases of retirees to the Fund within forty
five (45) days of the event. Employee-beneficiaries may be responsible
for paying all claims incurred or reimbursements received or for the
employer contributions paid for any ineligible person after the event date
for enrollment applications filed more than forty five (45) days after the
event pursuant to Rule 4.12(c).

The Fund shall determine the required proof documents.

Loss of Spouse’s or Partner’s Coverage. An employee-beneficiary may
change enrollment to add a spouse or partner, as well as the spouse or
partner’s dependents, as a dependent-beneficiary in the Fund health
benefit plans in which the employee-beneficiary is currently enrolled
when the employee-beneficiary’s spouse or partner has lost coverage in
any health benefit plan due to an employment termination or other loss of
eligibility. The effective date of the change in enrollment shall be the date
that the employee-beneficiary’s spouse or partner lost coverage in the
spouse’s or partner’s health benefit plan, provided an enrollment
application is received by the employer or in the case of a retiree by the
Fund within forty five (45) days of the loss of coverage. Coverage for a
spouse or partner may be added at the next open enrollment period when
enrollment applications are received after forty five (45) days of the loss
of coverage.
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(d)

(e)

The Fund shall determine the required proof documents.

Last Child Becomes Ineligible. An employee-beneficiary may change his

or her enrollment in the Fund health benefit plans in which the employee-
beneficiary is currently enrolled when the last of the employee-
beneficiary’s children becomes ineligible for coverage as a dependent-
beneficiary under the health benefit plans offered or sponsored by the
Fund, e.g., when the child reaches the limiting age, as defined in Section
1.02 (unless the child is an adult disabled child under Section 3.01). An
enrollment application shall be filed with the employer or in the case of a
retiree with the Fund within forty five (45) days of the loss of eligibility.
The effective date of the change in enrollment shall be the first day of the
first pay period following the loss of eligibility.

Changes Between Plans. An employee-beneficiary may change between
health benefit plans offered or sponsored by the Fund when:

(1)

(2)

3)

The employee-beneficiary or dependent-beneficiary moves to a
residence outside of the geographic areas covered by the
employee-beneficiary’s present benefit plan. The effective date of
the change shall be the first day of the pay period following the
employee-beneficiary or dependent-beneficiary’s relocation. The
Fund shall determine the required proof documents.

The employee-beneficiary is enrolled in a supplemental health
benefits plan offered or sponsored by the Fund and loses primary
coverage in a Non-Fund health benefits plan. The effective date of
the change shall be the date that the employee-beneficiary loses
coverage in the Non-Fund health benefits plan. The requirements
of Rule 5.01(c) apply, except for the cancellation of the
supplemental health benefits plan which will be cancelled upon
notification of the loss of the primary coverage in the Non-Fund
health benefits plan.

The employee-beneficiary is enrolled in a health benefits plan
sponsored by the Fund and gains coverage under a Non-Fund
health benefits plan. The employee-beneficiary may enroll in a
supplemental health benefit plan offered or sponsored by the Fund.
The effective date of the change shall be the first day of the pay
period following the cancellation of the health benefits plan
sponsored by the Fund.
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(4)  With respect to a qualified medical child support order, if an
employee-beneficiary is enrolled in a plan whose services are
limited to the State of Hawaii and whose dependent subject to the
qualified medical child support order lives outside the State of
Hawaii, the employee-beneficiary shall be allowed to change their
plan selection to one whose services are available to the dependent.

Any change in the public employer’s premium contributions and the
employee-beneficiary’s premium contributions, if any resulting from a
change in enrollment or coverage shall begin as of the first day of the pay
period in which the effective date of the employee-beneficiary's change in
enrollment or coverage occurs. As in Rule 5.01(g), contributions shall not
be prorated based on when the employee-beneficiary's change in
enrollment or coverage occurs during the pay period.

5.03 Mandatory Enrollment in Medicare Part B and Medicare Part D for

(a)

(b)

Retired Employees and Cancellation Due to Failure to Enroll

Retired employee-beneficiaries or dependent-beneficiaries of retirees shall
submit proof of enrollment in the federal Medicare Part B medical
insurance plan when the employee-beneficiary or dependent-beneficiary
becomes eligible to enroll in the federal Medicare Part B medical
insurance plan if enrolled in a medical and/or prescription drug plan.
Notwithstanding Rule 4.05, the effective date of the Fund medical and/or
prescription drug coverage shall be the later of the effective date of the
Medicare Part B coverage or the medical and/or prescription drug
coverage enrollment date, provided that proof of enrollment in Medicare
Part B is submitted.

Failure to provide proof of enrollment in Medicare Part B within sixty (60)
days of eligibility shall result in loss of coverage retroactive to the date of
eligibility.

Employee-beneficiaries who retire and are eligible for Medicare Part B at
the time of retirement and their dependent beneficiaries who are eligible
for Medicare Part B at the time of the employee-beneficiary’s retirement
shall provide proof of enrollment in Medicare Part B at the time of
retirement or within sixty (60) days of retirement. Failure to provide proof
of enrollment in Medicare Part B within sixty (60) days of retirement shall
result in loss of medical and prescription drug coverage retroactive to the
date of retirement.
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Retired employee-beneficiaries and their spouses/partners shall be
reimbursed quarterly the cost of their Medicare Part B premiums,
including income-adjusted Medicare Part B premiums, less penalties.
Reimbursements shall be made using direct deposit.

(1) Medicare Part B premium reimbursements shall be effective the
date the Medicare Part B is effective or the first day of the month
that the fund receives appropriate proof of enrollment in Medicare
Part B, a valid direct deposit agreement and proof of payment to
the Social Security Administration or Centers for Medicare &
Medicaid Services, whichever is later.

(2) If a retired employee-beneficiary’s direct deposit is returned by the
financial institution, a notice from the Fund will be sent to the
retired employee-beneficiary. The retired employee-beneficiary
has sixty (60) days from the date of the notice to submit a valid
direct deposit agreement to avoid a break in their reimbursement.
Failure to provide a valid direct deposit agreement within sixty
(60) days of the date of the notice will result in cancellation of
Medicare Part B premium reimbursements retroactive to the first
day of the month of the quarter that the direct deposit was returned.
If the reimbursement is cancelled, the retired employee-
beneficiary’s Medicare Part B premium reimbursements can be
reinstated when a valid direct deposit agreement is received with
an effective date of the first day of the month that the valid direct
deposit agreement is received.

(3) Retired employee-beneficiaries and/or their spouses/partners shall
provide the Fund appropriate proof of an income-adjusted
Medicare Part B premium. If proof is submitted to the fund more
than two years after the effective date of the income-adjusted
premium, the fund shall only reimburse for a two year retroactive
period, subject to 5.03(c)(1).

4) Each public employer shall pay to the Fund a contribution equal to
the amount paid by the Fund to the retired employee-beneficiaries

and their spouses/ partners.

Payment of these reimbursements shall be made only for those persons
who are enrolled in the Medicare Part B medical insurance plan and pay
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(d)

(e)

5.04

(a)

(b)

(c)

their Medicare Part B medical insurance premiums to the Social Security
Administration or Centers for Medicare & Medicaid Services.

Retired employee-beneficiaries and dependent-beneficiaries whose
coverages were cancelled due to failure to show proof of enrollment in
Medicare Part B may be reinstated in the same medical and/or prescription
drug plans upon proof of Medicare Part B. The effective date of coverage
shall be the later of the effective date of the Medicare Part B coverage or
the medical and/or prescription drug coverage enrollment date, provided
that proof of enrollment in Medicare Part B is submitted.

Retired employee-beneficiaries and their dependent-beneficiaries eligible
for Medicare shall be enrolled in a Fund Medicare prescription drug plan
if they wish to enroll in a Fund retiree prescription drug plan. Exceptions
to this Rule include employee-beneficiaries and/or dependent-beneficiaries
who reside outside of the Fund’s Medicare prescription plan service area.

Cancellation Due to Failure to Enroll or Failure to Maintain
Enrollment in Medicare; Effective Date of Cancellation

If a retired employee-beneficiary’s federal Medicare Part B medical
insurance plan is not in effect when he/she is eligible to enroll, the retired
employee-beneficiary's enrollment in the medical and prescription drug
plans offered or sponsored by the Fund and the medical and prescription
drug plan coverages for dependent-beneficiaries under that enrollment
shall be cancelled.

If a retired employee-beneficiary’s dependent-beneficiary’s federal
Medicare Part B medical insurance plan is not in effect when he/she is
eligible to enroll, the dependent-beneficiary's enrollment in the medical
and prescription drug plans offered or sponsored by the Fund shall be
cancelled.

If a retired employee-beneficiary and/or dependent-beneficiary fails to
enroll in the Fund’s Medicare prescription drug plan their enrollment in
the prescription drug plans offered or sponsored by the Fund shall be
cancelled. Retired employee-beneficiaries and/or their dependent-
beneficiaries living outside of the Fund’s Medicare prescription drug
plan’s service area are exempt from this Rule.
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(d)

5.05

(a)

(b)

The effective date of any cancellation under this rule shall be the date
upon which the retired employee-beneficiary or their dependent-
beneficiary, as applicable, first became eligible to enroll or ceased to be
enrolled in the federal Medicare Part B medical insurance plan. The
retired employee-beneficiary or their dependent-beneficiary shall be
responsible for paying all claims incurred from the date the retired
employee-beneficiary or their dependent-beneficiary became eligible to
enroll, but did not enroll.

Termination of Enrollment; Effective Dates of Termination

Termination Due to Surviving Spouse’s or Partner's Remarriage or Entry
into Another Partnership. A surviving spouse’s or partner's enrollment in
all benefit plans offered or sponsored by the Fund and all coverages for
dependent-beneficiaries under that enrollment shall be terminated upon the
surviving spouse’s or partner's remarriage or entry into a another
partnership. The effective date of the termination shall be the first day of
the pay period following the date of the surviving spouse's or partner's
remarriage or entry into another partnership. The surviving spouse or
partner shall be responsible for paying all claims incurred or for the
employer contributions paid from the first day of the pay period following
the date of the surviving spouse’s or partner’s remarriage or entry into a
partnership for enrollment applications received more than forty five (45)
days after the remarriage or entry into a another partnership.
Notwithstanding the foregoing, a child that is eligible to be an employee-
beneficiary under Rules 3.01(a)(4) or Rule 3.01(a)(6) may continue his or
her coverages by filing an enrollment application under Rule 5.01(f). The
effective date of coverage shall be the date of termination of coverage due
to the surviving spouse’s or partner's remarriage or entry into a
partnership.

Termination Due to Child’s Loss of Eligibility. A child’s enrollment in all
benefit plans offered or sponsored by the Fund shall be terminated upon
the occurrence of any of the following events:

(1) The child reaches the limiting age, as defined in Section 1.02 and
does not qualify as an adult disabled child under Section 3.01; or

(2) The employee-beneficiary fails to complete a legal adoption of the
child within twelve (12) months of the date that the child is
covered by the Fund’s benefit plans; or
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5.06

(a)

3) The child no longer meets the requirements to be considered an
adult disabled child as stated in Section 3.01.

With regards to subsection (1), a child that reaches the limiting age, as
defined in Section 1.02. whose coverages were cancelled due to failure to
show proof of student certification, may be reinstated with no break in
coverage in the same benefit plans upon submission of proof documents
within forty five (45) days of the birthdate.

Notwithstanding Rule 5.05 (b) (2), the enrollment of a child placed for
adoption shall not be terminated if the employee-beneficiary has custody
of and an obligation to support the child under a court order or agreement
with a government agency or licensed child placing organization.

Unless provided otherwise by these rules or applicable federal or state law,
the effective date of the termination shall be the first day of the pay period
following the date of the event or, in an event under Rule 5.05 (b)(2), the
date stated in a written notice to the employee-beneficiary.

Reinstatement of Enrollment; Effective Dates of Reinstatement

Reinstatement in Employment. If as a result of an order or award from a
court, arbitrator or other entity with proper jurisdiction over the matter, an
employee-beneficiary is found to have been wrongfully terminated or
suspended and is ordered to be reinstated in state or county employment,
the employee-beneficiary shall be reinstated in the same Fund benefit
plans from which the employee-beneficiary’s coverage was terminated.
The effective date of the reinstatement shall be the date specified by the
order or award. The employee-beneficiary shall pay the full cost of such
coverage less any contribution paid by the employer on behalf of the
employee-beneficiary as provided by statute, the employer’s
administrative rules, or an applicable bargaining unit agreement. If the full
cost of such coverage is not paid, the employee-beneficiary shall have the
option of having the reinstatement effective upon any of the following
dates: (1) the employee-beneficiary’s return to active duty, (ii) the first day
of the first pay period following the employee-beneficiary’s return to
active duty, or (iii) the first day of the second pay period following the
employee-beneficiary’s return to active duty. The employee-beneficiary
shall select the effective date of coverage in an enrollment application
filed within forty five (45) days of the date that the employee-beneficiary
returns to active duty. If the employee-beneficiary fails to make a
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(b)

(c)

selection, the effective date of coverage shall be the date the employee-
beneficiary returns to active duty.

Return From an Authorized Leave of Absence. If an employee-
beneficiary returns from an authorized leave of absence (“LOA”) during
which coverage was not provided by a Fund benefit plan, the employee-
beneficiary may be reinstated in the same Fund benefit plans from which
coverage was cancelled if the employee-beneficiary files a properly
completed enrollment application. At the option of the employee-
beneficiary, the reinstatement shall be effective upon any of the following
dates: (i) the employee-beneficiary’s return from the LOA provided the
employee-beneficiary files an enrollment application in accordance with
Rule 4.05 within forty five (45) days of his or her return from the LOA,
(i1) the first day of the first pay period following the employee-
beneficiary’s return from the LOA, subject to the same conditions set forth
above, or (iii) the first day of the second pay period following the
employee-beneficiary’s return from the LOA, subject to the same
conditions set forth above. If the employee-beneficiary fails to timely file
an enrollment application, the reinstatement shall be effective on the first
day of the first pay period following the employee-beneficiary’s proper
filing of the enrollment application.

Return From a Leave of Absence Covered by the Family Medical Leave

Act (FMLA) Or Uniform Services Employment and Reemployment

Rights Act (USERRA). If an employee-beneficiary returns from a leave
of absence covered under the FMLA or USERRA and the employee-
beneficiary’s enrollment in the Fund benefit plans was canceled during
that leave of absence, the employee-beneficiary shall be reinstated in the
same Fund benefit plans from which coverage was canceled. At the
option of the employee-beneficiary, reinstatement shall be effective upon
any of the following dates: (i) the date of the employee-beneficiary’s
return to work, (i1) the first day of the first pay period following the date of
the employee-beneficiary’s return to work, or (iii) the first day of the
second pay period following the date of the employee-beneficiary’s return
to work. The employee-beneficiary shall select the effective date of
coverage in an enrollment application filed within forty five (45) days of
the date that the employee-beneficiary returns to work. If the employee-
beneficiary fails to make a start date selection, the effective date of
coverage shall be the date of the employee-beneficiary's return to work. If
the employee-beneficiary fails to file an enrollment application within
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(d)

(e)

5.07

(a)

forty five (45) days of his or her return to work the employee beneficiary
shall be eligible to reenroll during the next open enrollment period.

Enrollment in Medicare by a Retired Employee. If the enrollment of an
employee-beneficiary or the coverage of a dependent-beneficiary was
terminated due to the employee-beneficiary’s or dependent-beneficiary’s
failure to enroll in the federal Medicare Part B medical insurance plan,
upon the employee-beneficiary’s or dependent-beneficiary’s enrollment in
such plan and submission of a proper and complete enrollment application
to the Fund, the employee-beneficiary or dependent-beneficiary shall be
enrolled in or covered by the Medicare supplemental plan offered by the
Fund. The coverage shall be effective on the date specified in Rule 5.03.

Enrollment in Medicare Advantage Plan by a Retired Employee. If the
enrollment of a retired employee-beneficiary or their dependent-
beneficiary was terminated due to failure to enroll in the Fund’s Medicare
Advantage plan, their coverage shall be reinstated effective the first of the
month in which the Fund or their health insurance carrier receives a
properly completed enrollment application.

The public employer’s premium contributions and the employee-
beneficiary’s premium contributions, if any, shall begin as of the first day
of the pay period during which the employee-beneficiary's effective date
of coverage occurs. Similarly, if there is a change in contributions due to
an employee-beneficiary's change in enrollment or coverage, the change in
contributions shall begin as of the first day of the pay period during which
the change in enrollment or coverage occurs. As in Rule 5.01(g),
contributions shall not be prorated based on when the employee-
beneficiary's coverage begins during the pay period or on when an
employee-beneficiary's change in enrollment or coverage occurs during
the pay period.

Reimbursement of Retired Employee-Beneficiaries and Their
Dependent-Beneficiaries Who Relocate Outside of the State of Hawaii

Retired employee-beneficiaries and their dependent-beneficiaries of
retirees who relocate outside of the State of Hawaii shall be eligible for
reimbursement for premiums paid for personal medical and prescription
drug plans issued by companies outside of the State of Hawaii who have
also contracted with the Fund to provide medical and prescription drug
plans that are only available to State of Hawaii residents.

68

O

O~



(b) The reimbursement shall be the lesser of:

(1) The actual cost of the personal medical and prescription drug plan; or
(2) The amount of the state or county contribution for the most
comparable medical and prescription drug plan offered by the Fund.

(c) Retired employee-beneficiaries or dependent-beneficiaries shall provide
the Fund appropriate proof of premiums paid. Reimbursements are paid
by the Fund in arrears on a quarterly basis upon receipt of documentation
that the premiums for an individual health insurance policy has been paid
by the retired employee-beneficiary. If proof is submitted more than two
years after the premiums were paid, the Fund shall only reimburse for a
two year retroactive period.

The Hawaii Employer-Union Health Benefits Trust Fund Board of
Trustees Administrative Rules were adopted during a regular meeting of the
Board of Trustees on February 19, 2003, which were amended and approved on
May 19, 2004, August 25, 2004, September 28, 2005, March 22, 2006,
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September 26, 2007, August 20, 2008, August 26, 2009, August 4, 2014,
December 9, 2015, June 30, 2016, July 25, 2017, and June 26, 2018. The rules
shall take effect on the first day after filing with the Lieutenant Governor’s Office.

b B

Roderick Becker, Chairperson
Hawaii Employer-Union Health
Benefits Trust Fund

APPROVED
David Y.Tee __"|0-04- 2019,

Governor
State of Hawaii

Date Filed, Office of the Lieutenant
Governor

APPROVED AS TO FORM:

e

“ Deglty Attorney General
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