
Form No. DMB 234 (Rev. 1/96) 
AUTHORITY:  Act 431 of 1984 
COMPLETION:  Required 
PENALTY:  Contract will not be executed unless form is filed 

 STATE OF MICHIGAN 
 DEPARTMENT OF MANAGEMENT AND BUDGET December 17, 2008 
 PURCHASING OPERATIONS 
 P.O. BOX 30026, LANSING, MI 48909  
 OR 
 530 W. ALLEGAN, LANSING, MI  48933 
 
 

CHANGE NOTICE NO. 14 
TO 

 CONTRACT NO.   071B1001212   
 between 
 THE STATE OF MICHIGAN 
 and 
NAME & ADDRESS OF VENDOR TELEPHONE James Kinville 
  (248) 848-6866 
 Magellan Behavioral of Michigan VENDOR NUMBER/MAIL CODE 

 34705 West 12 Mile Road,   Suite #148  
 Farmington Hills, MI  48331 BUYER/CA   (517)  241-1916 
                                                         wgreidenbaugh@magellan.com Jim Wilson 
Contract Administrator:  Susan Kant (517) 335-3068 

Insurance Services – Mental Health/Substance Insurance for Active & Retired  
State Employees – DCS 

CONTRACT PERIOD:   From:  March 1, 2001 To:  January 31, 2009 
TERMS SHIPMENT 
 N/A  N/A 
F.O.B. SHIPPED FROM 
 N/A  N/A 
MINIMUM DELIVERY REQUIREMENTS 
 N/A 
 
 
NATURE OF CHANGE (S): 
 

Effective immediately, this Contract is hereby EXTENDED through January 31, 2009.  
Additionally, effective January 1, 2009, the Administrative Fee is changed to $2.34.  
All other terms, conditions, specifications, and pricing remain unchanged. 

 
 

AUTHORITY/REASON: 
 
 Per agency request and DMB/Purchasing Operations’ approval. 
 
 
CURRENT AUTHORIZED SPEND LIMIT REMAINS:     $33,471,000.00 
 
 



Form No. DMB 234 (Rev. 1/96) 
AUTHORITY:  Act 431 of 1984 
COMPLETION:  Required 
PENALTY:  Contract will not be executed unless form is filed 

 STATE OF MICHIGAN 
 DEPARTMENT OF MANAGEMENT AND BUDGET September 25, 2008 
 PURCHASING OPERATIONS 
 P.O. BOX 30026, LANSING, MI 48909  
 OR 
 530 W. ALLEGAN, LANSING, MI  48933 
 
 

CHANGE NOTICE NO. 13 
TO 

 CONTRACT NO.   071B1001212   
 between 
 THE STATE OF MICHIGAN 
 and 
NAME & ADDRESS OF VENDOR TELEPHONE James Kinville 
  (248) 848-6866 
 Magellan Behavioral of Michigan VENDOR NUMBER/MAIL CODE 

 34705 West 12 Mile Road,   Suite #148  
 Farmington Hills, MI  48331 BUYER/CA   (517)  373-1080 
                                                         wgreidenbaugh@magellan.com Melissa Castro 
Contract Administrator:  Susan Kant (517) 335-3068 

Insurance Services – Mental Health/Substance Insurance for Active & Retired  
State Employees – DCS 

CONTRACT PERIOD:   From:  March 1, 2001 To:  October 31, 2008 
TERMS SHIPMENT 
 N/A  N/A 
F.O.B. SHIPPED FROM 
 N/A  N/A 
MINIMUM DELIVERY REQUIREMENTS 
 N/A 
 
 
NATURE OF CHANGE (S): 
 

Effective immediately, this Contract is hereby EXTENDED through October 31, 2008.  
All other terms, conditions, specifications, and pricing remain unchanged. 

 
 

AUTHORITY/REASON: 
 
 Per agency request and DMB/Purchasing Operations’ approval. 
 
 
CURRENT AUTHORIZED SPEND LIMIT REMAINS:     $33,471,000.00 
 
 



 
Form No. DMB 234 (Rev. 1/96) 
AUTHORITY:  Act 431 of 1984 
COMPLETION:  Required 
PENALTY:  Contract will not be executed unless form is filed 

 STATE OF MICHIGAN 
 DEPARTMENT OF MANAGEMENT AND BUDGET February 13, 2008 
 PURCHASING OPERATIONS 
 P.O. BOX 30026, LANSING, MI 48909  
 OR 
 530 W. ALLEGAN, LANSING, MI  48933 
 
 

CHANGE NOTICE NO. 12 
TO 

 CONTRACT NO.   071B1001212   
 between 
 THE STATE OF MICHIGAN 
 and 
NAME & ADDRESS OF VENDOR TELEPHONE James Kinville 
  (248) 848-6866 
 Magellan Behavioral of Michigan VENDOR NUMBER/MAIL CODE 

 34705 West 12 Mile Road,   Suite #148  
 Farmington Hills, MI  48331 BUYER/CA   (517)  373-1080 

  Melissa Castro 
Contract Administrator:  Susan Kant (517) 335-3068 

Insurance Services – Mental Health/Substance Insurance for Active & Retired  
State Employees – DCS 

CONTRACT PERIOD:   From:  March 1, 2001 To:  September 30, 2008 
TERMS SHIPMENT 
 N/A  N/A 
F.O.B. SHIPPED FROM 
 N/A  N/A 
MINIMUM DELIVERY REQUIREMENTS 
 N/A 
 
 
NATURE OF CHANGE (S): 
 

Effective immediately, the Network Provider Re-Credentialing Cycle is revised to a 
three-year cycle.  All other terms, conditions, specifications, and pricing remain 
unchanged. 

 
 

AUTHORITY/REASON: 
 
 Per agency request and DMB/Purchasing Operations’ approval. 
 
 
TOTAL ESTIMATED CONTRACT VALUE REMAINS:     $33,471,000.00 
 



Form No. DMB 234 (Rev. 1/96) 
AUTHORITY:  Act 431 of 1984 
COMPLETION:  Required 
PENALTY:  Contract will not be executed unless form is filed 

 STATE OF MICHIGAN 
 DEPARTMENT OF MANAGEMENT AND BUDGET November 19, 2007 
 PURCHASING OPERATIONS 
 P.O. BOX 30026, LANSING, MI 48909  
 OR 
 530 W. ALLEGAN, LANSING, MI  48933 
 

CHANGE NOTICE NO. 11 
TO 

 CONTRACT NO.   071B1001212   
 between 
 THE STATE OF MICHIGAN 
 and 
NAME & ADDRESS OF VENDOR TELEPHONE James Kinville 
  (248) 848-6866 
 Magellan Behavioral of Michigan VENDOR NUMBER/MAIL CODE 

 34705 West 12 Mile Road,   Suite #148  
 Farmington Hills, MI  48331 BUYER/CA   (517)  373-1080 

  Melissa Castro 
Contract Administrator:  Susan Kant (517) 335-3068 

Insurance Services – Mental Health/Substance Insurance for Active & Retired 
State Employees – DCS 

CONTRACT PERIOD:   From:  March 1, 2001 To:  September 30, 2008 
TERMS SHIPMENT 
 N/A  N/A 
F.O.B. SHIPPED FROM 
 N/A  N/A 
MINIMUM DELIVERY REQUIREMENTS 
 N/A 
 
NATURE OF CHANGE (S): 
 

Effective immediately, this Contract is hereby EXTENDED through September 30, 2008.  Retirees 
65 and over who are eligible for Medicare are removed from the scope of this Contract effective 
January 1, 2008.  All other terms, conditions, specifications, and pricing remain unchanged. 
 

AUTHORITY/REASON: 
 
 Per agency request and DMB/Purchasing Operations’ approval. 
 
 
TOTAL ESTIMATED CONTRACT VALUE REMAINS:     $33,471,000.00 
 
 
FOR THE VENDOR: 
 

  
FOR THE STATE: 

Magellan Behavioral of Michigan   
Firm Name  Signature 

  Melissa Castro, CPPB, Buyer Manager 
Authorized Agent Signature  Name/Title 

  Services Division, Purchasing Operations
Authorized Agent (Print or Type)  Division 

   
Date  Date 





 
 
Form No. DMB 234 (Rev. 1/96) 
AUTHORITY:  Act 431 of 1984 
COMPLETION:  Required 
PENALTY:  Contract will not be executed unless form is filed 

 STATE OF MICHIGAN 
 DEPARTMENT OF MANAGEMENT AND BUDGET June 29, 2007 
 PURCHASING OPERATIONS 
 P.O. BOX 30026, LANSING, MI 48909  
 OR 
 530 W. ALLEGAN, LANSING, MI  48933 
 
 

CHANGE NOTICE NO. 9 
TO 

 CONTRACT NO.   071B1001212   
 between 
 THE STATE OF MICHIGAN 
 and 
NAME & ADDRESS OF VENDOR TELEPHONE James Kinville 
  (248) 848-6866 
 Magellan Behavioral of Michigan VENDOR NUMBER/MAIL CODE 

 34705 West 12 Mile Road,   Suite #148  
 Farmington Hills, MI  48331 BUYER/CA   (517)  373-1080 

  Melissa Castro 
Contract Administrator:  Susan Kant (517) 335-3068 

Insurance Services – Mental Health/Substance Insurance for Active & Retired  
State Employees – DCS 

CONTRACT PERIOD:   From:  March 1, 2001 To:  June 30, 2007 
TERMS SHIPMENT 
 N/A  N/A 
F.O.B. SHIPPED FROM 
 N/A  N/A 
MINIMUM DELIVERY REQUIREMENTS 
 N/A 
 
 
NATURE OF CHANGE (S): 
 

Effective immediately, the Contract Compliance Inspector for this Contract is 
hereby changed to Susan Kant (517) 335-3068.  All other terms, conditions, 
specifications, and pricing remain unchanged. 
 
 

AUTHORITY/REASON: 
 
 Per agency request and DMB/Purchasing Operations’ approval. 
 
 
TOTAL ESTIMATED CONTRACT VALUE REMAINS:     $33,471,000.00 
 
 



Form No. DMB 234 (Rev. 1/96) 
AUTHORITY:  Act 431 of 1984 
COMPLETION:  Required 
PENALTY:  Contract will not be executed unless form is filed 

 STATE OF MICHIGAN 
 DEPARTMENT OF MANAGEMENT AND BUDGET July 18, 2006 
 ACQUISITION SERVICES 
 P.O. BOX 30026, LANSING, MI 48909  
 OR 
 530 W. ALLEGAN, LANSING, MI  48933 
 
 

CHANGE NOTICE NO. 8 
TO 

 CONTRACT NO.   071B1001212   
 between 
 THE STATE OF MICHIGAN 
 and 
NAME & ADDRESS OF VENDOR TELEPHONE James Kinville 
  (248) 848-6866 
 Magellan Behavioral of Michigan VENDOR NUMBER/MAIL CODE 

 34705 West 12 Mile Road,   Suite #148  
 Farmington Hills, MI  48331 BUYER/CA   (517)  373-1080 

  Melissa Castro 
Contract Administrator:  Peggy Moczul 

Insurance Services – Mental Health/Substance Insurance for Active & Retired  
State Employees – DCS 

CONTRACT PERIOD:   From:  March 1, 2001 To:  June 30, 2007 
TERMS SHIPMENT 
 N/A  N/A 
F.O.B. SHIPPED FROM 
 N/A  N/A 
MINIMUM DELIVERY REQUIREMENTS 
 N/A 
 
NATURE OF CHANGE (S): 
 

Effective immediately, this Contract is hereby EXTENDED through June 30, 2007.  
Also, the administrative fee is hereby increased to $2.51 pepm.  All other terms, 
conditions, specifications and pricing remain unchanged. 
 
Please note: the buyer has been changed to Melissa Castro. 
 

 
AUTHORITY/REASON: 
 
 Per agency and vendor agreement and DMB/Purchasing Operations approval. 
 
 
TOTAL ESTIMATED CONTRACT VALUE REMAINS:     $33,471,000.00 
 



Form No. DMB 234 (Rev. 1/96) 
AUTHORITY:  Act 431 of 1984 
COMPLETION:  Required 
PENALTY:  Contract will not be executed unless form is filed 

 STATE OF MICHIGAN 
 DEPARTMENT OF MANAGEMENT AND BUDGET February 8, 2006 
 ACQUISITION SERVICES 
 P.O. BOX 30026, LANSING, MI 48909  
 OR 
 530 W. ALLEGAN, LANSING, MI  48933 
 
 

CHANGE NOTICE NO. 7 
TO 

 CONTRACT NO.   071B1001212   
 between 
 THE STATE OF MICHIGAN 
 and 
NAME & ADDRESS OF VENDOR TELEPHONE James Kinville 
  (248) 848-6866 
 Magellan Behavioral of Michigan VENDOR NUMBER/MAIL CODE 

 34705 West 12 Mile Road,   Suite #148    
 Farmington Hills, MI  48331 BUYER   (517)  241-1647 

  Irene Pena, CPPB 
Contract Administrator:  Peggy Moczul 

Insurance Services – Mental Health/Substance Insurance for Active & Retired  
State Employees – DCS 

CONTRACT PERIOD:   From:  March 1, 2001 To:  September 30, 2006 
TERMS SHIPMENT 
 N/A  N/A 
F.O.B. SHIPPED FROM 
 N/A  N/A 
MINIMUM DELIVERY REQUIREMENTS 
 N/A 
 
NATURE OF CHANGE (S): 
 

Effective immediately this contract is hereby EXTENDED through  
September 30, 2006 as provided in the extension clause of the original contract.  
 
Pricing, terms & conditions remain the same. 
 

 
AUTHORITY/REASON: 
 
 Per DMB/Acquisition Services and agency contact (Peggy Moczul). 
 
 
TOTAL ESTIMATED CONTRACT VALUE REMAINS:     $33,471,000.00 
 
 



Form No. DMB 234 (Rev. 1/96) 
AUTHORITY:  Act 431 of 1984 
COMPLETION:  Required 
PENALTY:  Contract will not be executed unless form is filed 

 STATE OF MICHIGAN 
 DEPARTMENT OF MANAGEMENT AND BUDGET 
 ACQUISITION SERVICES May 18, 2005 
 P.O. BOX 30026, LANSING, MI 48909  
 OR 
 530 W. ALLEGAN, LANSING, MI  48933 
 

CHANGE NOTICE NO. 6 
TO 

 CONTRACT NO.   071B1001212   
 between 
 THE STATE OF MICHIGAN 
 and 
NAME & ADDRESS OF VENDOR TELEPHONE James Kinville 
  (248) 848-6866 
 Magellan Behavioral of Michigan VENDOR NUMBER/MAIL CODE 

 34705 West 12 Mile Rd., Suite 148   
 Farmington Hills, MI  48331 BUYER   (517)  241-1647 

  Irene Pena 
Contract Administrator:  Peggy Moczul 
Insurance Services – Mental Health/Substance Insurance for Active & Retired State Employees 

- DCS 
CONTRACT PERIOD:   From:  March 1, 2001 To:  April 30, 2006 
TERMS SHIPMENT 
 N/A  N/A 
F.O.B. SHIPPED FROM 
 N/A  N/A 
MINIMUM DELIVERY REQUIREMENTS 
 N/A 
 
NATURE OF CHANGE (S): 
 

Please note effective immediately this contract is hereby EXTENDED through 
4/30/06 as provided in the extension clause of the original contract. The 
administrative fee remains $2.42 pepm. 
 

 
AUTHORITY/REASON: 
 
 Per DMB/Acquisition Services and agency contact (Peggy Moczul). 
 
 
TOTAL ESTIMATED CONTRACT VALUE REMAINS:     $33,471,000.00 



 
Form No. DMB 234 (Rev. 1/96) 
AUTHORITY:  Act 431 of 1984 
COMPLETION:  Required 
PENALTY:  Contract will not be executed unless form is filed 

 STATE OF MICHIGAN 
 DEPARTMENT OF MANAGEMENT AND BUDGET 
 ACQUISITION SERVICES March 15, 2004 
 P.O. BOX 30026, LANSING, MI 48909  
 OR 
 530 W. ALLEGAN, LANSING, MI  48933 
 

CHANGE NOTICE NO. 5 
TO 

 CONTRACT NO.   071B1001212   
 between 
 THE STATE OF MICHIGAN 
 and 
NAME & ADDRESS OF VENDOR TELEPHONE James Kinville 
  (248) 848-6866 
 Magellan Behavioral of Michigan VENDOR NUMBER/MAIL CODE 

 34705 West 12 Mile Rd., Suite 148   
 Farmington Hills, MI  48331 BUYER   (517)  241-1647 

  Irene Pena 
Contract Administrator:  Peggy Moczul 
Insurance Services – Mental Health/Substance Insurance for Active & Retired State Employees 

- DCS 
CONTRACT PERIOD:   From:  March 1, 2001 To:  April 30, 2005 
TERMS SHIPMENT 
 N/A  N/A 
F.O.B. SHIPPED FROM 
 N/A  N/A 
MINIMUM DELIVERY REQUIREMENTS 
 N/A 
 
NATURE OF CHANGE (S): 
 

Please note, effective March 15, 2004 this contract is hereby EXTENDED through 
April 30, 2005.  Also, the ASO rate effective May 1, 2004 through April 30, 2005 will 
be $2.42 pepm.  Terms and conditions remain the same. 

  
 
TOTAL ESTIMATED CONTRACT VALUE REMAINS:     $33,471,000.00 



Form No. DMB 234 (Rev. 1/96) 
AUTHORITY:  Act 431 of 1984 
COMPLETION:  Required 
PENALTY:  Contract will not be executed unless form is filed 

 STATE OF MICHIGAN 
 DEPARTMENT OF MANAGEMENT AND BUDGET 
 ACQUISITION SERVICES March 24, 2003 
 P.O. BOX 30026, LANSING, MI 48909  
 OR 
 530 W. ALLEGAN, LANSING, MI  48933 
 

CHANGE NOTICE NO. 4 
TO 

 CONTRACT NO.   071B1001212   
 between 
 THE STATE OF MICHIGAN 
 and 
NAME & ADDRESS OF VENDOR TELEPHONE James Kinville 
  (248) 848-6866 
 Magellan Behavioral of Michigan VENDOR NUMBER/MAIL CODE 

 34705 West 12 Mile Rd., Suite 148  
 Farmington Hills, MI  48331 BUYER   (517)  241-1647 

  Irene Pena 
Contract Administrator:  Peggy Moczul 

Insurance Services – Mental Health/Substance Insurance for Active & Retired State Employees - DCS 
CONTRACT PERIOD:   From:  March 1, 2001 To:  April 30, 2004 with up to two 

one year extension options 
TERMS SHIPMENT 
 N/A  N/A 
F.O.B. SHIPPED FROM 
 N/A  N/A 
MINIMUM DELIVERY REQUIREMENTS 
 N/A 
 
NATURE OF CHANGE (S): 
 

 The contract administrator is now: 
 

Peggy Moczul, DCS 
Director, Employee Benefits Division 

Department of Civil Service 
(517) 373-1846 

  
 
TOTAL ESTIMATED CONTRACT VALUE REMAINS:     $33,471,000.00 



Form No. DMB 234 (Rev. 1/96) 
AUTHORITY:  Act 431 of 1984 
COMPLETION:  Required 
PENALTY:  Contract will not be executed unless form is filed 

 STATE OF MICHIGAN 
 DEPARTMENT OF MANAGEMENT AND BUDGET 
 OFFICE OF PURCHASING December 13, 2002 
 P.O. BOX 30026, LANSING, MI 48909  
 OR 
 530 W. ALLEGAN, LANSING, MI  48933 
 

CHANGE NOTICE NO. 3 
TO 

 CONTRACT NO.   071B1001212   
 between 
 THE STATE OF MICHIGAN 
 and 
NAME & ADDRESS OF VENDOR TELEPHONE James Kinville 
  (248) 848-6866 
 Magellan Behavioral of Michigan VENDOR NUMBER/MAIL CODE 

 34705 West 12 Mile Rd., Suite 148     
 Farmington Hills, MI  48331 BUYER   (517)  241-1647 

  Irene Pena 
Contract Administrator:  Rita Swanson 

Insurance Services – Mental Health/Substance Insurance for Active & Retired State Employees Dept. of 
Management & Budget, Office of State Employer 

CONTRACT PERIOD:   From:  March 1, 2001 To:  April 30, 2004 with up to two 
one year extension options 

TERMS SHIPMENT 
 N/A  N/A 
F.O.B. SHIPPED FROM 
 N/A  N/A 
MINIMUM DELIVERY REQUIREMENTS 
 N/A 
 
NATURE OF CHANGE (S): 
 
 Effective immediately the following subcontractor will be providing re-credentialing 

services under this contract: 
Aperture Credentialing, Inc. 
301 North Hurstbourne Parkway, Suite 200 
Louisville, KY 40222 

  
 
AUTHORITY/REASON: 
 
 Per mutual agreement 
 
 
TOTAL ESTIMATED CONTRACT VALUE REMAINS:     $33,471,000.00 
 



Form No. DMB 234 (Rev. 1/96) 
AUTHORITY:  Act 431 of 1984 
COMPLETION:  Required 
PENALTY:  Contract will not be executed unless form is filed 

 STATE OF MICHIGAN 
 DEPARTMENT OF MANAGEMENT AND BUDGET 
 OFFICE OF PURCHASING December 6, 2001 
 P.O. BOX 30026, LANSING, MI 48909  
 OR 
 530 W. ALLEGAN, LANSING, MI  48933 
 

CHANGE NOTICE NO. 2 
TO 

 CONTRACT NO.   071B1001212   
 between 
 THE STATE OF MICHIGAN 
 and 
NAME & ADDRESS OF VENDOR TELEPHONE James Kinville 
  (248) 848-6866 
 Magellan Behavioral of Michigan VENDOR NUMBER/MAIL CODE 

 34705 West 12 Mile Rd., Suite 148  
 Farmington Hills, MI  48331 BUYER   (517)  241-1647 

  Irene Pena 
Contract Administrator:  Rita Swanson 

Insurance Services – Mental Health/Substance Insurance for Active & Retired State Employees Dept. of 
Management & Budget, Office of State Employer 

CONTRACT PERIOD:   From:  March 1, 2001 To:  April 30, 2004 with up to two 
one year extension options 

TERMS SHIPMENT 
 N/A  N/A 
F.O.B. SHIPPED FROM 
 N/A  N/A 
MINIMUM DELIVERY REQUIREMENTS 
 N/A 
 
NATURE OF CHANGE (S): 
 
 Effective immediately the attached Letter of Agreement between the State of Michigan and 

Magellan is hereby incorporated into this contract. 
  
 
AUTHORITY/REASON: 
 
 Per mutual agreement 
 
 
TOTAL ESTIMATED CONTRACT VALUE REMAINS:     $33,471,000.00 
 



Form No. DMB 234 (Rev. 1/96) 
AUTHORITY:  Act 431 of 1984 
COMPLETION:  Required 
PENALTY:  Contract will not be executed unless form is filed 

 STATE OF MICHIGAN 
 DEPARTMENT OF MANAGEMENT AND BUDGET 
 OFFICE OF PURCHASING January 31, 2001 
 P.O. BOX 30026, LANSING, MI 48909  
 OR 
 530 W. ALLEGAN, LANSING, MI  48933 
 

CHANGE NOTICE NO. 1  
TO 

 CONTRACT NO.   071B1001212   
 between 
 THE STATE OF MICHIGAN 
 and 
NAME & ADDRESS OF VENDOR TELEPHONE James Kinville 
  (248) 848-6866 
 Magellan Behavioral of Michigan VENDOR NUMBER/MAIL CODE 

 34705 West 12 Mile Rd., Suite 148     
 Farmington Hills, MI  48331 BUYER   (517)  241-1647 

  Irene Pena 
Contract Administrator:  Rita Swanson 

Insurance Services – Mental Health/Substance Insurance for Active & Retired State Employees Dept. of 
Management & Budget, Office of State Employer 

CONTRACT PERIOD:   From:  March 1, 2001 To:  April 30, 2004 with up to two 
one year extension options 

TERMS SHIPMENT 
 N/A  N/A 
F.O.B. SHIPPED FROM 
 N/A  N/A 
MINIMUM DELIVERY REQUIREMENTS 
 N/A 
 
NATURE OF CHANGE (S): 
 
 Please note effective April 16, 2001 the attached letter of agreement is hereby incorporated 

into this contract. 
 
 
AUTHORITY/REASON: 
 
 Per mutual agreement 
 
 
TOTAL ESTIMATED CONTRACT VALUE REMAINS:     $33,471,000.00 
 



 

 



 

 



 

 



 

 



 

 



 

 



 

 



 
 
Form No. DMB 234 (Rev. 1/96) 
AUTHORITY:  Act 431 of 1984 
COMPLETION:  Required 
PENALTY:  Contract will not be executed unless form is filed 

 STATE OF MICHIGAN 
 DEPARTMENT OF MANAGEMENT AND BUDGET 
 OFFICE OF PURCHASING January 31, 2001 
 P.O. BOX 30026, LANSING, MI 48909  
 OR 
 530 W. ALLEGAN, LANSING, MI  48933 
 

CHANGE NOTICE NO. 1  
TO 

 CONTRACT NO.   071B1001212   
 between 
 THE STATE OF MICHIGAN 
 and 
NAME & ADDRESS OF VENDOR TELEPHONE James Kinville 
  (248) 848-6866 
 Magellan Behavioral of Michigan VENDOR NUMBER/MAIL CODE 

 34705 West 12 Mile Rd., Suite 148  
 Farmington Hills, MI  48331 BUYER   (517)  241-1647 

  Irene Pena 
Contract Administrator:  Rita Swanson 

Insurance Services – Mental Health/Substance Insurance for Active & Retired State Employees Dept. of 
Management & Budget, Office of State Employer 

CONTRACT PERIOD:   From:  March 1, 2001 To:  April 30, 2004 with up to two 
one year extension options 

TERMS SHIPMENT 
 N/A  N/A 
F.O.B. SHIPPED FROM 
 N/A  N/A 
MINIMUM DELIVERY REQUIREMENTS 
 N/A 
 
 
NATURE OF CHANGE (S): 
 
 Effective immediately, the attached transition agreement is hereby incorporated into this contract. 
 
 
AUTHORITY/REASON: 
 
 Per mutual agreement. 
 
 
TOTAL ESTIMATED CONTRACT VALUE REMAINS:     $33,471,000.00 



 

 



 

 
 



Form No. DMB 234 (Rev. 1/96) 
AUTHORITY:  Act 431 of 1984 
COMPLETION:  Required 
PENALTY:  Contract will not be executed unless form is filed 

 STATE OF MICHIGAN 
 DEPARTMENT OF MANAGEMENT AND BUDGET 
 OFFICE OF PURCHASING January 8, 2001 
 P.O. BOX 30026, LANSING, MI 48909  
 OR 
 530 W. ALLEGAN, LANSING, MI  48933 
 

NOTICE  
TO 

 CONTRACT NO.   071B1001212   
 between 
 THE STATE OF MICHIGAN 
 and 
NAME & ADDRESS OF VENDOR TELEPHONE James Kinville 
  (248) 848-6866 
 Magellan Behavioral of Michigan VENDOR NUMBER/MAIL CODE 

 34705 West 12 Mile Rd., Suite 148  
 Farmington Hills, MI  48331 BUYER   (517)  241-1647 

  Irene Pena 
Contract Administrator:  Rita Swanson 
Insurance Services – Mental Health/Substance Insurance for Active & Retired State Employees 

Dept. of Management & Budget, Office of State Employer 
CONTRACT PERIOD:   From:  March 1, 2001 To:  April 30, 2004 with up to two 

one year extension options 
TERMS SHIPMENT 
 N/A  N/A 
F.O.B. SHIPPED FROM 
 N/A  N/A 
MINIMUM DELIVERY REQUIREMENTS 
 N/A 
 
 
The terms and conditions of this Contract are those of ITB #071I0000484, this Contract 
Agreement and the vendor's quote dated 7/25/00.  In the event of any conflicts between the 
specifications, terms and conditions indicated by the State and those indicated by the vendor, 
those of the State take precedence. 
 
 
Estimated Cost of This Contract:  1st Year              $11,157,000.00 
 
Total Contract Period Estimated Contract Cost:    $33,471,000.00 



Form No. DMB 234 (Rev. 1/96) 
AUTHORITY:  Act 431 of 1984 
COMPLETION:  Required 
PENALTY:  Contract will not be executed unless form is filed 

 STATE OF MICHIGAN 
 DEPARTMENT OF MANAGEMENT AND BUDGET 
 OFFICE OF PURCHASING 
 P.O. BOX 30026, LANSING, MI 48909  
 OR 
 530 W. ALLEGAN, LANSING, MI  48933 
 
 
 CONTRACT NO.   071B1001212   
 between 
 THE STATE OF MICHIGAN 
 and 
NAME & ADDRESS OF VENDOR TELEPHONE James Kinville 
  (248) 848-6866 
 Magellan Behavioral of Michigan VENDOR NUMBER/MAIL CODE 

 34705 West 12 Mile Rd., Suite 148  
 Farmington Hills, MI  48331 BUYER   (517)  241-1647 

  Irene Pena 
Contract Administrator:  Rita Swanson 
Insurance Services – Mental Health/Substance Insurance for Active & Retired State Employees 

– Dept. of Management & Budget, Office of State Employer 
CONTRACT PERIOD:   From:  March 1, 2001 To:  April 30, 2004 with up to two 

one year extension options 
TERMS SHIPMENT 
 N/A  N/A 
F.O.B. SHIPPED FROM 
 N/A  N/A 
MINIMUM DELIVERY REQUIREMENTS 
 N/A 
MISCELLANEOUS INFORMATION: 
The terms and conditions of this Contract are those of ITB #071I0000484, this Contract 
Agreement and the vendor's quote dated 7/25/00.  In the event of any conflicts between the 
specifications, terms and conditions indicated by the State and those indicated by the vendor, 
those of the State take precedence. 
 
Estimated Cost of This Contract:  1st Year              $11,157,000.00 
Total Contract Period Estimated Contract Cost:    $33,471,000.00 
 
THIS IS NOT AN ORDER:  This Contract Agreement is awarded on the basis of our inquiry bearing the 
ITB No.  071I0000484 .  A Purchase Order Form will be issued only as the requirements of the State Departments are 
submitted to the Office of Purchasing.  Orders for delivery may be issued directly by the State Departments through 
the issuance of a Purchase Order Form. 
 
All terms and conditions of the invitation to bid are made a part hereof. 
 

FOR THE VENDOR: 
 

  

FOR THE STATE: 

   
Firm Name  Signature 

  David F. Ancell 
Authorized Agent Signature  Name 

  State Purchasing Director 
Authorized Agent (Print or Type)  Title 

   
Date  Date 

 



CONTRACT NO. 071B1001212 

e:common/contract/2001/1001212.doc 
e:common/contract/2001/1001212 appendix.pdf 

1

SECTION I 
 

CONTRACTUAL SERVICES TERMS AND CONDITIONS 
 
 
I-A PURPOSE OF SOLICITATION 

The purpose of this Contract is to obtain quotations for providing managed Mental Health and 
Substance Abuse Preferred Provider Organization (MHSA PPO) services for eligible state 
employees, retirees, and dependents, on behalf of the State.  The plan is to be effective March 
1, 2001.  The selected services provider must provide all staffing, systems and procedures 
required to perform the services described herein. 
 
Administrative fees for the contract awarded from this solicitation will be priced on a fee per 
employee/retiree (combined) per month basis. 
 

I-B TERM OF CONTRACT 

 The State of Michigan is not liable for any cost incurred by any bidder prior to signing of a 
Contract by all parties.  The activities in the proposed Contract cover the three-year period 
March 1, 2001 to April 30, 2004, with up to two, one-year extensions beyond this period.  The 
State fiscal year is October lst through September 30th.  The Contractor should realize that 
payments in any given fiscal year are contingent upon enactment of legislative appropriations. 

 
I-C ISSUING OFFICE 

 This Contract is issued by the State of Michigan, Department of Management and Budget 
(DMB), Office of Purchasing, hereafter known as the Office of Purchasing, for the State of 
Michigan, Employee Benefits Division, Office of State Employer.  Where actions are a 
combination of those of the Office of Purchasing and Office of State Employer, the authority 
will be known as the State. 

 
 The Office of Purchasing is the sole point of contact in the State with regard to all 

procurement and contractual matters relating to the services described herein.  The 
Office of Purchasing is the only office authorized to change, modify, amend, alter, clarify, etc., 
the prices, specifications, terms, and conditions of this Contract.  The OFFICE OF 
PURCHASING will remain the SOLE POINT OF CONTACT throughout the procurement 
process, until such time as the Director of Purchasing shall direct otherwise in writing.  See 
Paragraph II-C below.  All communications concerning this procurement must be addressed 
to: 

 
Irene Pena, Buyer 
Technical and Professional Services Division 
DMB, Office of Purchasing 
2nd Floor, Mason Building 
P.O. Box 30026 
Lansing, MI 48909 
 

I-D CONTRACT ADMINISTRATOR 

 Upon receipt at the Office of Purchasing of the properly executed Contract Agreement, it is 
anticipated that the Director of Purchasing will direct that the person named below or any other 
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person so designated be authorized to administer the Contract on a day-to-day basis during 
the term of the Contract.  However, administration of any Contract resulting from this Request 
implies no authority to change, modify, clarify, amend, or otherwise alter the prices, terms, 
conditions, and specifications of such Contract.  That authority is retained by the Office of 
Purchasing.  The Contract Administrator for this project is: 

 
Rita Swanson 
Director, Employee Benefits Division 
Office of State Employer 
Department of Management and Budget 
500 Knapps Centre 
P.O. Box 30026 
Lansing, MI  48909 
 

I-E COST LIABILITY 

 The State of Michigan assumes no responsibility or liability for costs incurred by the Contractor 
prior to the signing of any Contract. Total liability of the State is limited to the terms and 
conditions of any resulting Contract. 

 
I-F CONTRACTOR RESPONSIBILITIES 

 The Contractor will be required to assume responsibility for all contractual activities offered in 
this proposal whether or not that Contractor performs them.  Further, the State will consider 
the Prime Contractor to be the sole point of contact with regard to contractual matters, 
including but not limited to payment of any and all costs resulting from the anticipated 
Contract.  If any part of the work is to be subcontracted, there should include a list of 
subcontractors, including firm name and address, contact person, complete description of 
work to be subcontracted, and descriptive information concerning subcontractor's 
organizational abilities.  The State reserves the right to approve subcontractors for this project 
and to require the Contractor to replace subcontractors found to be unacceptable.  The 
Contractor is totally responsible for adherence by the subcontractor to all provisions of the 
Contract. 

 
I-G NEWS RELEASES 

 News releases pertaining to this document or the services, study, data, or project to which it 
relates will not be made without prior written State approval, and then only in accordance with 
the explicit written instructions from the State.  No results of the program are to be released 
without prior approval of the State and then only to persons designated. 

 
I-H DISCLOSURE 

 All information in a bidder’s proposal and this Contract is subject to the provisions of the 
Freedom of Information Act, 1976 Public Act No. 442, as amended, MCL 15.231, et seq.. 

I-I ACCOUNTING RECORDS 

 The Contractor will be required to maintain all pertinent financial and accounting records and 
evidence pertaining to the Contract in accordance with generally accepted principles of 
accounting and other procedures specified by the State of Michigan.  Financial and accounting 
records shall be made available, upon request, to the State of Michigan, its designees, or the 
Michigan Department of Auditor General at any time during the Contract period and any 
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extension thereof, and for three (3) years from the expiration date and final payment on the 
Contract or extension thereof. 

I-J INDEMNIFICATION 

 1. General Indemnification 
 
  The Contractor shall indemnify, defend and hold harmless the State from and against all 

lawsuits, liabilities, damages and claims or any other proceeding brought against the State 
by any third party (which for the purposes of this provision shall include, but not be limited 
to, employees of the State, the Contractor and any of its subcontractors), and all related 
costs and expenses (including reasonable attorneys’ fees and disbursements and costs of 
investigation, litigation, settlement, judgments, interest and penalties), arising from or in 
connection with any of the following: 

 
  (a) any breach of this Contract or negligence or intentional tortious act by the Contractor or 

any of its subcontractors, or by anyone else for whose acts any of them may be 
liable, in the performance of this Contract; 

 
  (b) the death or bodily injury of any person or the damage, loss or destruction of any real 

or personal property in connection with the performance of this Contract by the 
Contractor, or any of its subcontractors, or by anyone else for whose acts any of 
them may be liable provided, and to the extent that the injury or damage was caused 
by the fault or negligence of the Contractor. 

 
  (c) any act or omission of the Contractor or any of its subcontractors in their capacity as an 

employer in the performance of this Contract; 
 
  (d) any claim, demand, action or legal proceeding against the State arising out of or 

related to occurrences, if any, that the Contractor is required to insure against as 
provided in this Contract. 

 
2. Indemnification Obligation Not Limited 
 

In any and all claims against the State by any employee of the Contractor or any of its 
subcontractors, the indemnification obligation under the Contract shall not be limited in any 
way by the amount or type of damages, compensation or benefits payable by or for the 
Contractor or any of its subcontractors under worker’s disability compensation acts, 
disability benefits acts, or any other employee benefits acts.  This indemnification clause is 
intended to be comprehensive.  Any overlap in subclauses, or the fact that greater 
specificity is provided as to some categories of risk, is not intended to limit the scope of 
indemnification under any other subclause. 
 

3. Continuation of Indemnification Obligation 
 

The duty to indemnify will continue in full force and effect, not withstanding the expiration 
or early cancellation of the Contract, with respect to any claims based on facts or 
conditions that occurred prior to expiration or cancellation. 

I-K LIMITATION OF LIABILITY 
 
 Except as set forth herein, neither the Contractor nor the State shall be liable to the other party 

for indirect or consequential damages, even if such party has been advised of the possibility of 
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such damages.  Such limitation as to indirect or consequential damages shall not be 
applicable for claims arising out of gross negligence, willful misconduct, or Contractor’s 
indemnification responsibilities to the State as set forth in Section I-J with respect to third party 
claims, action and proceeding brought against the State.  

I-L NON INFRINGEMENT/COMPLIANCE WITH LAWS 
 
The Contractor warrants that in performing the services called for by this Contract it will not 
violate any applicable law, rule, or regulation, any contracts with third parties, or any 
intellectual rights of any third party, including but not limited to, any United States patent, 
trademark, copyright, or trade secret. 

I-M WARRANTIES AND REPRESENTATIONS 
 

1. The Contractor warrants that all services required to be provided under this Contract shall 
be furnished in a professional and workmanlike manner, by the Contractor, its 
subcontractors and its or their employees, having the skill commensurate with the 
requirements of this Contract. 

 
2. The Contractor warrants that it or its subcontractor is the lawful owner or licensee of any 

software programs or other material used by the either in the performance of services 
called for in this Contract, and has all the rights necessary to convey to the State the 
unencumbered ownership or licensed use of any and all materials or deliverables required 
to be provided by the terms of this Contract. 

 
I-N TIME IS OF THE ESSENCE 
 

The Contractor agrees that time is of the essence in the performance of the Contractor’s 
obligations under this Contract.  

I-O KEY PERSONNEL 
 

The State reserves the right to approve the Contractor’s assignment of  Key Personnel to this 
project and to recommend reassignment of personnel deemed unsatisfactory by the State. 
 
The Contractor shall not remove or reassign, without the State’s prior written approval any of 
the Key Personnel until such time as the Key Personnel have completed all of their planned 
and assigned responsibilities in connection with performance of the Contractor’s obligations 
under this Contract.  The Contractor agrees that the continuity of Key Personnel is critical and 
agrees to the continuity of Key Personnel.  Removal of Key Personnel without the written 
consent of the State may be considered by the State to be a material breach of this Contract.  
The prohibition against removal or reassignment shall not apply where Key Personnel must be 
replaced for reasons beyond the reasonable control of the Contractor including but not limited 
to illness, disability, resignation or termination of the Key Personnel’s employment. 
 
The Contractor is asked to name and supply background information on the  Key Personnel. 
 
For purposes of this MHSA PPO contract, Key Personnel include: 
- The Account Manger, 
- The Service Manager, and 
- The Clinical Director for the State MHSA PPO program. 
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I-P WORK PRODUCT AND OWNERSHIP 
 

1. Work Products shall be considered works made by the Contractor for hire by the State and 
shall belong exclusively to the State and its designees, unless specifically provided 
otherwise by mutual agreement of the Contractor and the State.  If by operation of law any 
of the Work Product, including all related intellectual property rights, is not owned in its 
entirety by the State automatically upon creation thereof, the Contractor agrees to assign, 
and hereby assigns to the State and its designees the ownership of such Work Product, 
including all related intellectual property rights.  The Contractor agrees to provide, at no 
additional charge, any assistance and to execute any action reasonably required for the 
State to perfect its intellectual property rights with respect to the aforementioned Work 
Product. 

2. Notwithstanding any provision of this Contract to the contrary, any preexisting work or 
materials including, but not limited to, any routines, libraries, tools, methodologies, 
processes or technologies (collectively, the “Development Tools”) created, adapted or 
used by the Contractor in its business generally, including any all associated intellectual 
property rights, shall be and remain the sole property of the Contractor, and the State shall 
have no interest in or claim to such preexisting work, materials or Development Tools, 
except as necessary to exercise its rights in the Work Product.  Such rights belonging to 
the State shall include, but not be limited to, the right to use, execute, reproduce, display, 
perform and distribute copies of and prepare derivative works based upon the Work 
Product, and the right to authorize others to do any of the foregoing, irrespective of the 
existence therein of preexisting work, materials and Development Tools, except as 
specifically limited herein. 

3. The Contractor and its subcontractors shall be free to use and employ their general skills, 
knowledge and expertise, and to use, disclose, and employ any generalized ideas, 
concepts, knowledge, methods, techniques or skills gained or learned during the course of 
performing the services under this Contract, so long as the Contractor or its subcontractors 
acquire and apply such information without disclosure of any confidential or proprietary 
information of the State, and without any unauthorized use or disclosure of any Work 
Product resulting from this Contract. 

I-Q CONFIDENTIALITY OF DATA AND INFORMATION 

1. All financial, statistical, personnel, technical and other data and information relating to the 
State’s operation which are designated confidential by the State and made available to the 
Contractor in order to carry out this Contract, or which become available to the Contractor 
in carrying out this Contract, shall be protected by the Contractor from unauthorized use 
and disclosure through the observance of the same or more effective procedural 
requirements as are applicable to the State.  The identification of all such confidential data 
and information as well as the State’s procedural requirements for protection of such data 
and information from unauthorized use and disclosure shall be provided by the State in 
writing to the Contractor.  If the methods and procedures employed by the Contractor for 
the protection of the Contractor’s data and information are deemed by the State to be 
adequate for the protection of the State’s confidential information, such methods and 
procedures may be used, with the written consent of the State, to carry out the intent of 
this section. 

2. The Contractor shall not be required under the provisions of this section to keep 
confidential, (1) information generally available to the public, (2) information released by 
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the State generally, or to the Contractor without restriction, (3) information independently 
developed or acquired by the Contractor or its personnel without reliance in any way on 
otherwise protected information of the State.  Notwithstanding the foregoing restrictions, 
the Contractor and its personnel may use and disclose any information which it is 
otherwise required by law to disclose, but in each case only after the State has been so 
notified, and has had the opportunity, if possible, to obtain reasonable protection for such 
information in connection with such disclosure.  

I-R REMEDIES FOR BREACH OF CONFIDENTIALITY 
 

The Contractor acknowledges that a breach of its confidentiality obligations as set forth in 
section I-Q of this Contract, shall be considered a material breach of the Contract.  
Furthermore the Contractor acknowledges that in the event of such a breach the State shall be 
irreparably harmed.  Accordingly, if a court should find that the Contractor has breached or 
attempted to breach any such obligations, the Contractor will not oppose the entry of an 
appropriate order restraining it from any further breaches or attempted or threatened 
breaches.   This remedy shall be in addition to and not in limitation of any other remedy or 
damages provided by law. 

I-S CONTRACTOR'S LIABILITY INSURANCE 
 
 The Contractor shall purchase and maintain such insurance as will protect him/her from claims 

set forth below which may arise out of or result from the Contractor's operations under the 
Contract (Purchase Order), whether such operations be by himself/herself or by any 
subcontractor or by anyone directly or indirectly employed by any of them, or by anyone for 
whose acts any of them may be liable: 

 
 (1) Claims under workers' disability compensation, disability benefit and other similar 

employee benefit act.  A non-resident Contractor shall have insurance for benefits 
payable under Michigan's Workers' Disability Compensation Law for any employee 
resident of and hired in Michigan; and as respects any other employee protected by 
workers' disability compensation laws of any other State the Contractor shall have 
insurance or participate in a mandatory State fund to cover the benefits payable to any 
such employee. 

 
 (2) Claims for damages because of bodily injury, occupational sickness or disease, or death 

of his/her employees. 
 

 (3) Claims for damages because of bodily injury, sickness or disease, or death of any 
person other than his/her employees, subject to limits of liability of not less than 
$300,000.00 each occurrence and, when applicable $300,000.00 annual aggregate, for 
non-automobile hazards and as required by law for automobile hazards. 

 
 (4) Claims for damages because of injury to or destruction of tangible property, including 

loss of use resulting therefrom, subject to a limit of liability of not less than $50,000.00 
each occurrence for non-automobile hazards and as required by law for automobile 
hazards. 
 

 (5) Insurance for Subparagraphs (3) and (4) non-automobile hazards on a combined single 
limit of liability basis shall not be less than $300,000.00 each occurrence and when 
applicable, $300,000.00 annual aggregate. 
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  The insurance shall be written for not less than any limits of liability herein specified or 
required by law, whichever is greater, and shall include contractual liability insurance as 
applicable to the Contractor's obligations under the Indemnification clause of the Contract 
(Purchase Order). 

 
  BEFORE STARTING WORK THE CONTRACTOR'S INSURANCE AGENCY MUST 

FURNISH TO THE DIRECTOR OF THE OFFICE OF PURCHASING, ORIGINAL 
CERTIFICATE(S) OF INSURANCE VERIFYING LIABILITY COVERAGE.  THE CONTRACT 
OR PURCHASE ORDER NO.  MUST BE SHOWN ON THE CERTIFICATE OF 
INSURANCE TO ASSURE CORRECT FILING.  These Certificates shall contain a provision 
that coverage's afforded under the policies will not be canceled until at least fifteen days prior 
written notice bearing the Contract Number or Purchase Order Number has been given to 
the Director of Purchasing. 

I-T NOTICE AND RIGHT TO CURE 
 

In the event of a curable breach by the Contractor, the State shall provide the Contractor 
written notice of the breach and a time period to cure said breach described in the notice.  This 
section requiring notice and an opportunity to cure shall not be applicable in the event of 
successive or repeated breaches of the same nature or if the State determines in its sole 
discretion that the breach poses a serious and imminent threat to the health or safety of any 
person or the imminent loss, damage or destruction of any real or tangible personal property. 

I-U CANCELLATION 
 

The State may cancel this Contract without further liability or penalty to the State, its 
departments, divisions, agencies, offices, commissions, officers, agents and employees for 
any of the following reasons: 

 
1. Material Breach by the Contractor.  In the event that the Contractor breaches any of its 

material duties or obligations under the Contract, which are either not capable of or subject 
to being cured, or are not cured within the time period specified in the written notice of 
breach provided by the State, or pose a serious and imminent threat to the health and 
safety of any person, or the imminent loss, damage or destruction of any real or tangible 
personal property, the State may, having provided written notice of cancellation to the 
Contractor, cancel this Contract in whole or in part, for cause, as of the date specified in 
the notice of cancellation.   

 
In the event that this Contract is cancelled for cause, in addition to any legal remedies 
otherwise available to the State by law or equity, the Contractor shall be responsible for all 
costs incurred by the State in canceling the Contract, including but not limited to, State 
administrative costs, attorneys fees and court costs, and any additional costs the State 
may incur to procure the services required by this Contract from other sources.  All excess 
reprocurement costs and damages shall not be considered by the parties to be 
consequential, indirect or incidental, and shall not be excluded by any other terms 
otherwise included in the Contract. 
 
In the event the State chooses to partially cancel this Contract for cause charges payable 
under this Contract will be equitably adjusted to reflect those services that are cancelled. 
 
In the event this Contract is cancelled for cause pursuant to this section, and it is therefore 
determined, for any reason, that the Contractor was not in breach of contract pursuant to 
the provisions of this section, that cancellation for cause shall be deemed to have been a 
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cancellation for convenience, effective as of the same date, and the rights and obligations 
of the parties shall be limited to that otherwise provided in the Contract for a cancellation 
for convenience. 

 
2. Cancellation For Convenience By the State.  The State may cancel this Contract for its 

convenience, in whole or part, if the State determines that such a cancellation is in the 
State’s best interest.  Reasons for such cancellation shall be left to the sole discretion of 
the State and may include, but not necessarily be limited to (a) the State no longer needs 
the services or products specified in the Contract, (b) relocation of office, program 
changes, changes in laws, rules, or regulations make implementation of the Contract 
services no longer practical or feasible, and (c) unacceptable prices for additional services 
requested by the State.  The State may cancel the Contract for its convenience, in whole 
or in part, by giving the Contractor written notice 30 days prior to the date of cancellation.  
If the State chooses to cancel this Contract in part, the charges payable under this 
Contract shall be equitably adjusted to reflect those services that are cancelled. 

 
3. Non-Appropriation.  In the event that funds to enable the State to effect continued payment 

under this Contract are not appropriated or otherwise made available.  The Contractor 
acknowledges that, if this Contract extends for several fiscal years, continuation of this 
Contract is subject to appropriation or availability of funds for this project.  If funds are not 
appropriated or otherwise made available, the State shall have the right to cancel this 
Contract at the end of the last period for which funds have been appropriated or otherwise 
made available by giving written notice of cancellation to the Contractor.  The State shall 
give the Contractor written notice of such non-appropriation or unavailability within 30 days 
after it receives notice of such non-appropriation or unavailability.   

 
4. Criminal Conviction.  In the event the Contractor, an officer of the Contractor, or an owner 

of a 25% or greater share of the Contractor, is convicted of a criminal offense incident to 
the application for or performance of a State, public or private Contract or subcontract; or 
convicted of a criminal offense including but not limited to any of the following: 
embezzlement, theft, forgery, bribery, falsification or destruction of records, receiving 
stolen property, attempting to influence a public employee to breach the ethical conduct 
standards for State of Michigan employees; convicted under State or federal antitrust 
statutes; or convicted of any other criminal offense which in the sole discretion of the State, 
reflects upon the Contractor’s business integrity. 

 
5. Approval(s) Rescinded.  In the event any final administrative or judicial decision or 

adjudication disapproves a previously approved request for purchase of personal services 
pursuant to Constitution 1963, Article 11, section 5, and Civil Service Rule 4-6.  
Cancellation may be in whole or in part and may be immediate as of the date of the written 
notice to the Contractor or may be effective as of the date stated in such written notice.   

I-V RIGHTS AND OBLIGATIONS UPON CANCELLATION  
 

1. If the Contract is canceled by the State for any reason, the Contractor shall,(a) stop all 
work as specified in the notice of cancellation, (b) take any action that may be necessary, 
or that the State may direct, for preservation and protection of Work Product or other 
property derived or resulting from the Contract that may be in the Contractor’s possession, 
(c) return all materials and property provided directly or indirectly to the Contractor by any 
entity, agent or employee of the State, (d) transfer title and deliver to the State, unless 
otherwise directed by the Contract Administrator or his or her designee, all Work Product 
resulting from the Contract, and (e)  take any action to mitigate and limit any potential 
damages, or requests for Contractor adjustment or cancellation settlement costs, to the 
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maximum practical extent, including, but not limited to,  canceling or limiting as otherwise 
applicable, those subcontracts, and outstanding orders for material and supplies resulting 
from the canceled Contract. 

 
2. In the event the State cancels this Contract prior to its expiration for its own convenience, 

the State shall pay the Contractor for all charges due for services provided prior to the date 
of cancellation and if applicable as a separate item of payment pursuant to the Contract, 
for partially completed Work Product, on a percentage of completion basis.  In the event of 
a cancellation for cause, or any other reason under the Contract, the State will pay, if 
applicable, as a separate item of payment pursuant to the Contract, for all partially 
completed Work Products, to the extent that the State requires the Contractor to submit to 
the State any such deliverables, and for all charges due under the Contract for any 
cancelled services provided by the Contractor prior to the cancellation date.  All completed 
or partially completed Work Product prepared by the Contractor pursuant to this Contract 
shall, at the option of the State, become the State’s property, and the Contractor shall be 
entitled to receive just and fair compensation for such Work Product.  Regardless of the 
basis for the cancellation, the State shall not be obligated to pay, or otherwise 
compensate, the Contractor for any lost expected future profits, costs or expenses incurred 
with respect to Services not actually performed for the State. 

 
3. If any such cancellation by the State is for cause, the State shall have the right to set-off 

against any amounts due the Contractor, the amount of any damages for which the 
Contractor is liable to the State under this Contract or pursuant to law and equity. 

 
4. Upon a good faith cancellation, the State shall have the right to assume, at its option, any 

and all subcontracts and agreements for services and materials provided under this 
Contract, and may further pursue completion of the Work Product under this Contract by 
replacement contract or otherwise as the State may in its sole judgment deem expedient. 

I-W EXCUSABLE FAILURE 
 

1. Neither party shall be liable for any default or delay in the performance of its obligations 
under the Contract if and to the extent such default or delay is caused, directly or indirectly, 
by: fire, flood, earthquake, elements of nature or acts of God; riots, civil disorders, 
rebellions or revolutions in any country; the failure of the other party to perform its material 
responsibilities under the Contract (either itself or through another contractor); injunctions 
(provided the injunction was not issued as a result of any fault or negligence of the party 
seeking to have its default or delay excused); or any other cause beyond the reasonable 
control of such party; provided the non-performing party and its subcontractors are without 
fault in causing such default or delay, and such default or delay could not have been 
prevented by reasonable precautions and cannot reasonably be circumvented by the non-
performing party through the use of alternate sources, workaround plans or other means, 
including disaster recovery plans.  In such event, the non-performing party will be excused 
from any further performance or observance of the obligation(s) so affected for as long as 
such circumstances prevail and such party continues to use its best efforts to recommence 
performance or observance whenever and to whatever extent possible without delay 
provided such party promptly notifies the other party in writing of the inception of the 
excusable failure occurrence, and also of its abatement or cessation. 

 
2. If any of the above enumerated circumstances substantially prevent, hinder, or delay 

performance of the services necessary for the performance of the State’s functions for 
more than 14 consecutive days, and the State determines that performance is not likely to 
be resumed within a period of time that is satisfactory to the State in its reasonable 
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discretion, then at the State’s option:  (a) the State may procure the affected services from 
an alternate source, and the State shall not be liable for payments for the unperformed 
services under the Contract for so long as the delay in performance shall continue; (b) the 
State may cancel any portions of the Contract so affected and the charges payable 
thereunder shall be equitably adjusted to reflect those services canceled; or (c) the 
Contract will be canceled without liability of the State to the Contractor as of the date 
specified by the State in a written notice of cancellation to the Contractor.  The Contractor 
will not have the right to any additional payments from the State as a result of any 
excusable failure occurrence or to payments for services not rendered as a result of the 
excusable failure condition.  Defaults or delays in performance by the Contractor which are 
caused by acts or omissions of its subcontractors will not relieve the Contractor of its 
obligations under the Contract except to the extent that a subcontractor is itself subject to 
any excusable failure condition described above and the Contractor cannot reasonably 
circumvent the effect of the subcontractor’s default or delay in performance through the 
use of alternate sources, workaround plans or other means. 

   
I-X ASSIGNMENT 

The Contractor shall not have the right to assign this Contract or to assign or delegate any of 
its duties or obligations under this Contract to any other party (whether by operation of law or 
otherwise), without the prior written consent of the State.  Any purported assignment in 
violation of this section shall be null and void.  Further, the Contractor may not assign the right 
to receive money due under the Contract without the prior written consent of the State 
Purchasing Director. 
 

I-Y DELEGATION 

The Contractor shall not delegate any duties or obligations under this Contract to a 
subcontractor other than a subcontractor named in the bid unless the State Purchasing 
Director has given written consent to the delegation. 
 

I-Z NON-DISCRIMINATION CLAUSE 

In the performance of any Contract or purchase order resulting herefrom, the bidder agrees 
not to discriminate against any employee or applicant for employment, with respect to their 
hire, tenure, terms, conditions or privileges of employment, or any matter directly or indirectly 
related to employment, because of race, color, religion, national origin, ancestry, age, sex, 
height, weight, marital status, physical or mental disability unrelated to the individual’s ability to 
perform the duties of the particular job or position.  The bidder further agrees that every 
subcontract entered into for the performance of any Contract or purchase order resulting 
herefrom will contain a provision requiring non-discrimination in employment, as herein 
specified, binding upon each subcontractor.  This covenant is required pursuant to the Elliot 
Larsen Civil Rights Act, 1976 Public Act 453, as amended, MCL 37.2101, et seq, and the 
Persons with Disabilities Civil Rights Act, 1976 Public Act 220, as amended, MCL 37.1101, et 
seq, and any breach thereof may be regarded as a material breach of the Contract or 
purchase order. 
 

I-AA MODIFICATION OF SERVICE 

The Director of Purchasing reserves the right to modify this service during the course of this 
Contract.  Such modification may include adding or deleting tasks which this service shall 
encompass and/or any other modifications deemed necessary.  Any changes in pricing 
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proposed by the Contractor resulting from the requested changes are subject to acceptance 
by the state.  Changes may be increases or decreases. 

 
 IN THE EVENT PRICES ARE NOT ACCEPTABLE TO THE STATE, THE CONTRACT SHALL 

BE SUBJECT TO COMPETITIVE BIDDING BASED UPON THE NEW SPECIFICATIONS. 
 
I-BB ACCEPTANCE OF PROPOSAL CONTENT 

 The contents of this document and the vendor's proposal will become contractual obligations. 
Failure of the Contractor to accept these obligations may result in cancellation of the award. 

 
I-CC REVISIONS, CONSENTS, AND APPROVALS 

This Contract may not be revised, modified, amended, extended, or augmented, except by a 
writing executed by the parties hereto, and any breach or default by a party shall not be 
waived or released other than in writing signed by the other party. 
 

I-DD ENTIRE AGREEMENT  

This Contract shall represent the entire agreement between the parties and supersedes all 
proposals or other prior agreements, oral or written, and all other communications between the 
parties relating to this subject. 
  

I-EE NO WAIVER OF DEFAULT 

The failure of a party to insist upon strict adherence to any term of this Contract shall not be 
considered a waiver or deprive the party of the right thereafter to insist upon strict adherence 
to that term, or any other term, of the Contract. 
 

I-FF SEVERABILITY 

Each provision of the Contract shall be deemed to be severable from all other provisions of the 
Contract and, if one or more of the provisions of the Contract shall be declared invalid, the 
remaining provisions of the Contract shall remain in full force and effect. 
 

I-GG HEADINGS 

 Captions and headings used in the Contract are for information and organization purposes.  
Captions and headings, including inaccurate references, do not, in any way, define or limit the 
requirements or terms and conditions of this Contract. 

 
I-HH RELATIONSHIP OF THE PARTIES  

The relationship between the State and the Contractor is that of client and independent 
Contractor.  No agent, employee, or servant of the Contractor or any of its subcontractors shall 
be or shall be deemed to be an employee, agent, or servant of the State for any reason.  The 
Contractor will be solely and entirely responsible for its acts and the acts of its agents, 
employees, servants and subcontractors during the performance of this Contract. 
 

I-II NOTICES 

Any notice given to a party under this Contract must be written and shall be deemed effective, 
at previously agreed-upon addresses, upon (i) delivery, if hand delivered; (ii) receipt of a 
confirmed transmission by facsimile if a copy of the notice is sent by another means specified 
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in this section; (iii) the third (3rd) Business Day after being sent by U.S. mail, postage pre-paid, 
return receipt requested; or (iv) the next Business Day after being sent by a nationally 
recognized overnight express courier with a reliable tracking system. 
 

I-JJ UNFAIR LABOR PRACTICES 

Pursuant to 1980 Public Act 278, as amended, MCL 423.231, et seq, the State shall not award 
a Contract or subcontract to an employer whose name appears in the current register of 
employers failing to correct an unfair labor practice compiled pursuant to section 2 of the Act.  
This information is compiled by the United States National Labor Relations Board. 
 
A Contractor of the State, in relation to the Contract, shall not enter into a Contract with a 
subcontractor, manufacturer, or supplier whose name appears in this register.  Pursuant to 
section 4 of 1980 Public Act 278, MCL 423.324, the State may void any Contract if, 
subsequent to award of the Contract, the name of the Contractor as an employer, or the name 
of the subcontractor, manufacturer or supplier of the Contractor appears in the register. 
 

I-KK SURVIVOR 

Any provisions of the Contract that impose continuing obligations on the parties including, but 
not limited to the Contractor’s indemnity and other obligations shall survive the expiration or 
cancellation of this Contract for any reason. 
 

I-LL GOVERNING LAW 

This Contract shall in all respects be governed by, and construed in accordance with, the laws 
of the State of Michigan.  Any dispute arising herein shall be resolved in the State of Michigan. 
 

I-MM YEAR 2000 SOFTWARE COMPLIANCE 

The Contractor warrants that services provided under this Contract including but not limited to 
the production of all Work Products, shall be provided in an accurate and timely manner 
without interruption, failure or error due the inaccuracy of Contractor’s business operations in 
processing date/time data (including, but not limited to, calculating, comparing, and 
sequencing) from, into, and between the twentieth and twenty-first centuries, and the years 
1999 and 2000, including leap year calculations.  The Contractor shall be responsible for 
damages resulting from any delays, errors or untimely performance resulting therefrom. 
 

I-NN CONTRACT DISTRIBUTION 

The Office of Purchasing shall retain the sole right of Contract distribution to all State agencies 
and local units of government unless other arrangements are authorized by the Office of 
Purchasing. 
 

I-OO TRANSITION ASSISTANCE 

If this Contract is not renewed at the end of this term, or is canceled prior to its expiration, for 
any reason, the Contractor must provide for up to six (6) months after the expiration or 
cancellation of this Contract, all reasonable transition assistance requested by the State, to 
allow for the expired or canceled portion of the Services to continue without interruption or 
adverse effect, and to facilitate the orderly transfer of such services to the State or its 
designees.  Such transition assistance will be deemed by the parties to be governed by the 
terms and conditions of this Contract, (notwithstanding this expiration or cancellation) except 
for those Contract terms or conditions that do not reasonably apply to such transition 
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assistance.  The State shall pay the Contractor for any resources utilized in performing such 
transition assistance at the most current rates provided by the Contract for Contract 
performance.  If the State cancels this Contract for cause, then the State will be entitled to off 
set the cost of paying the Contractor for the additional resources the Contractor utilized in 
providing transition assistance with any damages the State may have otherwise accrued as a 
result of said cancellation. 
 

I-PP DISCLOSURE OF LITIGATION 

1. The Contractor shall notify the State in its bid proposal, if it, or any of its subcontractors, or 
their officers, directors, or key personnel under this Contract, have ever been convicted of 
a felony, or any crime involving moral turpitude, including, but not limited to fraud, 
misappropriation or deception.  Contractor shall promptly notify the State of any criminal 
litigation, investigations or proceeding which may have arisen or may arise involving the 
Contractor or any of the Contractor’s subcontractor, or any of the foregoing entities’ then 
current officers or directors during the term of this Contract and three years thereafter. 

2. The Contractor shall notify the State in its bid proposal, and promptly thereafter as 
otherwise applicable, of any civil litigation, arbitration, proceeding, or judgments that may 
have arisen against it or its subcontractors during the five years proceeding its bid 
proposal, or which may occur during the term of this Contract or three years thereafter, 
which involve (1) products or services similar to those provided to the State under this 
Contract and which either involve a claim in excess of $250,000 or which otherwise may 
affect the viability or financial stability of the Contractor , or (2) a claim or written allegation 
of fraud by the Contractor or any subcontractor hereunder, arising out of their business 
activities, or (3) a claim or written allegation that the Contractor or any subcontractor 
hereunder violated any federal, state or local statute, regulation or ordinance.  Multiple 
lawsuits and or judgments against the Contractor or subcontractor, in any an amount less 
than $250,000  shall be disclosed to the State to the  extent they affect the financial 
solvency and integrity of the Contractor or subcontractor. 

3. All notices under subsection 1 and 2 herein shall be provided in writing to the State within 
fifteen business days after the Contractor learns about any such criminal or civil 
investigations and within fifteen days after the commencement of any proceeding, 
litigation, or arbitration, as otherwise applicable.  Details of settlements which are 
prevented from disclosure by the terms of the settlement shall be annotated as such.  
Semi-annually, during the term of the Contract, and thereafter for three years, Contractor 
shall certify that it is in compliance with this Section.  Contractor may rely on similar good 
faith certifications of its subcontractors, which certifications shall be available for inspection 
at the option of the State. 

4. Assurances - In the event that such investigation, litigation, arbitration or other proceedings 
disclosed to the State pursuant to this Section, or of which the State otherwise becomes 
aware, during the term of this Contract, causes the State to be reasonably concerned 
about: 

 
a) the ability of the Contractor or its subcontractor to continue to perform this Contract in 

accordance with its terms and conditions, or 
b) whether the Contractor or its subcontractor in performing services is engaged in 

conduct which is similar in nature to conduct alleged in such investigation, litigation, 
arbitration or other proceedings, which conduct would constitute a breach of this 
Contract or violation of Michigan or Federal law, regulation or public policy, then the 
Contractor shall be required to provide the State all reasonable assurances requested 
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by the State to demonstrate that: (a) the Contractor or its subcontractors hereunder will 
be able to continue to perform this Contract in accordance with its terms and 
conditions, (b) the Contractor or its subcontractors will not engage in conduct in 
performing services under this Contract which is similar in nature to the conduct 
alleged in any such litigation, arbitration or other proceedings. 

 
5. The Contractor’s failure to fully and timely comply with the terms of this section, including 

providing reasonable assurances satisfactory to the State, may constitute a material 
breach of this Contract.   
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SECTION II 
 

WORK STATEMENT 
 
 

II-A BACKGROUND/PROBLEM STATEMENT 

The State provides health benefit services through the State Health Plan (SHP – the 
traditional, non-HMO medical plan) to employees, retirees,  and their eligible 
dependents.  These basic health programs are currently administered by Blue Cross 
Blue Shield of Michigan (BCBSM), and by Aetna.  For the majority* of these eligible 
members, mental health and substance abuse (MHSA) services are managed and 
provided through a preferred provider organization (PPO).  These programs are self-
funded on an Administrative Service Only (ASO) basis. 
 
(*Note: this plan excludes MHSA services Troopers and Sergeants, and Troopers and 
Sergeants who retire or retires on or after 10/1/1987, who receive MHSA services 
through the SHP medical plan vendor.) 
 
The State provides MHSA PPO services to approximately 34,000 active employees and 
COBRA participants, plus their 53,000 dependents, as well as 33,000 retirees, plus their 
20,000 dependents, for a total covered membership (employees/retirees, plus 
dependents) of 140,000.  The plan is self-funded by the State, and is currently 
administered by Value Options. 
 
A summary of the annual claims cost and utilization data under this program is attached 
as Appendix C. 
  

 
II-B OBJECTIVES 

The objectives of this managed MHSA PPO benefit services competitive bidding are: 
 
• provide a managed MHSA PPO program for active employees, COBRA participants, 

retirees, and eligible dependents; 

• obtain competitive pricing and effective care management for MHSA services 
through a broad network of participating providers offering convenient access to 
employees, retirees, and their dependents; 

• maintain a high level of member satisfaction with the program;  

• obtain timely utilization reporting; and  

• improve service with expanded customer and account service features, including 
performance guidelines and penalties. 

 
The objective of this Contract is to provide and manage the  administration of the 
managed MHSA PPO benefit program for the State.   
 

II-C TASKS/PLAN REQUIREMENTS 

 The Contractor must meet the following requirements. 



CONTRACT NO. 071B1001212 

 
1. Plan Design 

The vendor must be able to duplicate the current plan design (see Appendix A for 
more detail). 
 
It should be noted that this plan is a bargained benefit, and is subject to change, 
depending on the results of future bargaining agreements (the next collective 
bargaining agreement will be effective October 1, 2002).  Historically, non-bargained 
employees and retirees have received the same benefits as bargaining employees, 
but this is not guaranteed. 

 
Appendices C and D contain utilization and census data.  Census data is also 
provided in the enclosed data diskette. 

 
2. Covered Services 

Covered services are described in the benefit summaries attached as Appendix A.  
In general, inpatient and outpatient MHSA services are accessed through, and care 
managed by, the PPO providers.  Providers include professional psychiatrists, 
psychologists, alcoholism counselors, social workers and psychiatric nurses.  
Facilities may include acute care hospitals, approved psychiatric facilities, day/night 
centers, halfway houses, and residential care facilities.  Care management will 
include precertification of all inpatient care, discharge planning, concurrent review, 
and individual case management (ICM).  

 
Limitations and Exclusions 
 

 In addition to the exclusions described in the benefit booklet and payment rules in 
attached Appendix A, benefits will not be paid for: 

 
a. Services provided or covered by any state or governmental agency, by Worker’s 

Compensation or similar occupational law, or for which no charge is made to the 
employee. 

b. Services provided while the member is not covered for this benefit. 
c. Services provided that the health professional or facility is not licensed to 

provide. 
d. Services which are not medically necessary, or are experimental or research in 

nature, according to accepted standards of practice. 
e. Services received as a result of an act of war, declared or undeclared.  
f. Completion of any insurance form. 
g. Medical services, drugs or medications not administered for the purpose of 

MHSA treatment. 
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3. Administrative Services 
 
 Administrative services must include, but need not be limited to, the following: 
 
 Information Systems: 

• Ability to accept up to two feeds of eligibility information, on a weekly basis, from 
the State, in the form of magnetic tapes, diskette, CD-ROM, a dial-up connection 
or the Internet.  Data for active, COBRA and direct pay participants will be 
supplied through the Human Resource Management Network (HRM) (format 
attached as Appendix B).  Data for retirees will be supplied in magnetic form by 
the SHP medical plan vendor. 

• Ability to accept eligibility information, by electronic data interchange (EDI), by 
October 1, 2001  

• Ability to administer eligibility and claims administration in accordance with the 
plan design. 

• Confidentiality of all data by the vendor. 
• Maintenance of records for auditing and management information reporting and 

analysis. 
• Monthly, quarterly and annual reporting, on an accurate, timely basis, of plan 

activity and experience data to the State. 
 

Financial Arrangements: 

• Competitive contracted reimbursement rates with participating providers. 
• Maintenance of schedules of maximum payment levels, based on Usual, 

Customary and Reasonable (UCR) or other basis, for reimbursing non-
participating providers. 

• A contracted fixed administrative fee per covered employee or retiree per month 
(the same fee for actives and retirees). 

• Accept electronic fund transfers of claims costs on a weekly basis, and 
administrative fees on a monthly basis. 

 
Participant Services:  
 

• Customized participant communications (with all communications subject to the 
State’s approval). 

• Customer service activities to include but not be limited to: 
- access 24 hours per day, 7 days a week, 
- a single front-end toll-free 800 telephone number with touch-tone routing (if 

necessary) for member services to respond to requests for participating 
provider locations, referrals, authorizations for care, inquiries on claims, and 
complaints about provider practices and services, 

- a voice response system (if necessary) with a user-friendly menu that 
customers find easy to understand, 

- separate 800 numbers for participants and providers, and 
- development of same services through the Internet. 

• Comprehensive patient and provider education services. 
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Network and Utilization Management: 

• Initial credentialing, monitoring, and re-credentialing of network providers. 
• Periodic on-site audits of participating providers as necessary. 
• The proposal must contain statements describing the steps that the vendor will 

take to ensure accuracy, quality control, timeliness, and benefit cost 
effectiveness. 

• The quality assurance component of the program must contain, at the minimum, 
the following elements: 
- Measures such as readmission rates, number of professionals per episode of 

care, interventions by the Benefits office, network utilization, and member 
satisfaction, 

- Illness severity protocols for inpatient and outpatient treatment and day 
treatment plans, 

- Peer review procedures, both concurrent and retrospective, 
- Patient/provider satisfaction surveys, 
- A methodology for conducting outcome analysis within the confines of 

confidentiality for both inpatient and outpatient care, and 
- Criteria to evaluate provider performance, such as waiting times for routine 

and emergency care appointments, patient load, and arrangements for non-
emergency or urgent care. 

 
Account Management: 

• An assigned account representative, and assigned service representatives, 
responsive to inquiries, requests and issues raised by the State. 

• A psychiatrist and a psychologist available to provide analytical assistance and 
clinical advice to the State. 

 
4. Subcontracting 

 
Provisions regarding use of subcontractors are given in Section I-D.  The State 
expects that all essential services associated with delivery of this program will be 
provided directly by the vendor, and that use of subcontractors will be minimal, with 
the possible exception of certain peripheral services such as printing, 
communications design, etc.  

 
5. Funding 

The State wishes to fund the managed MHSA PPO program on an administrative 
services only (ASO) basis, for the duration of the contract. 

 
6. Eligibility 

Eligibility will be transferred via tape, diskette, CD-ROM, EDI, Email or the Internet 
no less frequently than on a bi-weekly basis.  There may be separate data feeds for 
active employees, COBRA participants, direct pays, and retirees.  The bidder must 
have the capabilities to accept electronic data transfer, and to administer 
membership information in compliance with HIPAA requirements.  The data format 
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for active employees, COBRA and direct-pay participants is attached under 
Appendix B. 

 
7. Performance Guarantees 

The conditions and penalties of this Section must be agreed to as presented below. 
 

The State will require the successful bidder to contractually agree to Performance 
Standards.  The objective of these standards is to encourage an acceptable level of 
performance in key contract administration areas.  These include: 

 
• Eligibility, 
• Claim turnaround time, 
• Claim payment accuracy on both a dollar and per occurrence basis, 
• Member satisfaction, and  
• Inquiry handling. 

 
a. Eligibility 

The Contractor will update (i.e., additions, deletions, corrections of addresses, 
names, social security numbers, etc.) eligibility files with the State eligibility 
input within 2 business days of receipt. 
 
At least 85% of the identification cards  will be created and distributed through 
the U.S. Mail within 10 business days of receipt of the State eligibility tapes, 
and 100% within 15 business days, with an accuracy rate of 99% or better for 
the ID cards. 
 
The Contractor will issue additional identification cards within 10 business days 
of request from enrolled members. 
 

b. Claim Turnaround Time 

1. The maximum time period between date of receipt by the Contractor and 
the date of payment (or denial) is expected to be no greater than 10 
business days for 85% of all claims, and 20 business days for 99%. 
Requests for additional data from either the beneficiary or the provider shall 
be within the same standards. 

 
2. The Contractor must ensure that the performance guarantees are 

measurable using the vendor’s standard systems in place. 
 
c. Claims Accuracy  

The State shall audit the Contractor’s administration of MHSA claims for 
accuracy.  The State’s approach has been to audit two (2) Plan Years at one 
time, conducted within 12 months of the end of the second year audited.  This 
approach may change without prior notice. 
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The Contractor will not be liable for errors caused by the State, nor will the 
State be liable for errors caused by the Contractor.  The errors will be 
established by using statistically significant sampling methods resulting in a 
95% confidence level with precision of +/- 3%.  The State will include 
adjustments made up to four months after the close of the audited year.  If 
claims samples are selected using a financially stratified methodology, the 
results will be extrapolated to the entire population of claims during the audit 
period using a weighted average method for each category. 
 
Financial Payment Accuracy:  measures the dollar value of errors.  Calculated 
as total audited paid dollars minus the absolute value of over- and 
underpayments, divided by total audited paid dollars.  The acceptable error rate 
for the first year of the contract will be 1% (i.e., a 99% accuracy rate), and 0.7% 
for subsequent contract years (99.3% accuracy rate). 
 
If the error value for a review period exceeds the acceptable error value and 
the difference is statistically significant, the Contractor will be liable up to the 
midpoint of difference between the acceptable error value and the statistically 
determined value.  The acceptable error value is the acceptable error rate 
multiplied by net paid claims during the review period.  The standards, 
incentives, and penalties shall be as shown below: 
 
FINANCIAL PAYMENT ACCURACY 
 
 
Review Period 

Error Standard as a % 
of Dollars Paid 

Penalty Charged for Each 
Error Above Standard 

Year One 1.0% of net claims Amount above standard 
Year Two 0.7% of net claims Amount above standard 
Year Three and 
Thereafter 

0.7% of net claims Amount above standard 

 
Payment Incidence Accuracy:  Measures the incidence of claims processed 
without payment error.  It is defined as the percentage of audited claims 
process without payment error.  The definition of error includes any type of 
error (e.g., coding, procedural, system, payment, etc.) that results in a payment 
error.  It is calculated as the total number of audited claims minus the number 
of claims processed with “payment” errors, divided by the total number of 
audited claims.  The acceptable error rate for the first year of the contract will 
be 3% (97% accuracy rate), and 2.5% (97.5% accuracy rate) for subsequent 
contract years. 
 
Claims Processing Accuracy:  Measures the overall claims processing 
accuracy, based on whether or not the claims was processed without an error.  
Claims processing accuracy is calculated as the total number of audited claims 
minus the number of claims with errors, divided by the total number of audited 
claims.  The acceptable error rate for the first year of the contract will be 5% 
(95% accuracy rate), and 4% (96% accuracy rate) for subsequent contract 
years. 
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At least 10% of annual administrative fees will be at risk if all of these 
standards are not met. 
 

d. Inquiry Handling 

95% of written inquiries that the Contractor receives either from the Employee 
Benefits Division or members will be answered within 5 business days, and 
100% within 10 business days.  The response time is calculated from the date 
of receipt by the Contractor to final resolution. 
 
100% of phone inquiries will be returned within 24 hours.   
 
The inquiry telephone line for members will have no more than 5% lost calls. 
 
The inquiry telephone system must maintain sufficient staffing to respond to 
telephone calls by not allowing in excess of 30 seconds on hold for more than 
90% of the calls received. 
 
At least 85% of participants must be satisfied with the contractor’s customer 
service. 
 
At least 10% of administrative fees are at risk if these standards are not met. 

 
8. Systems and Reporting Requirements 

a. Claim Information 

Maintenance of detailed claims information is necessary to facilitate claims 
review and cost containment functions.  It is also essential to produce reports 
to be submitted to the State for use in effectively administering the program. 

 
Data collected on behalf of the State program is not to be distributed to any 
party without the written consent of the State and is not to be used by the 
Contractor for any purposes unless specifically approved by the State.  All data 
identifying specific enrollees or their dependents are highly confidential and are 
to be treated accordingly. 

 
Appendix E contains a list of data elements that must be maintained by the 
Contractor to meet the State’s claims review and reporting requirements. While 
the list reflects current needs, capture of additional claim items may be required 
by the State.  It will be the responsibility of the Contractor to maintain records in 
such a manner that will allow reporting of claims submitted by providers. 

 
b. Claims Records Tape File 

 
To provide the State with an in-house capacity to conduct detailed analysis of 
activities related to MHSA, the Contractor will be required to provide, on a 
regularly scheduled basis, a suitable tape or disk file containing detailed claim 
records in a format required by a contractual claims analysis company. 
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The file is to be produced quarterly, and submitted to the data consolidation 
vendor specified by OSE.  The detailed data elements covering the production 
of the claims file are contained in Appendix E. 

 
c. Contractor/State Interface 

 
The following are additional Contractor requirements related to the necessary 
systems interface between the selected Contractor and the State. 
 
1. Capability to accept the State’s computerized enrollment files (see 

Appendix B) and process change transactions to maintain up-to-date 
information for claims certification. 

2. A dedicated staff of systems professionals to provide timely service 
covering systems analysis and programming required to implement system 
changes and produce reports. 

3. Designation of a high-level management staff member to serve as liaison 
for systems related matters. 

4. Full on-line eligibility access for OSE staff with both inquiry and update 
capabilities. 

5. Ability to interface directly with the State’s personnel information system, 
through a secure access method implemented with the State. 

d. Reports. 
 

The State expects to receive the Contractor’s standard report package and 
those reports described below.  Failure to adhere to the timeframes indicated 
will result in penalties. 
 
• Monthly reports, including: 

- A brief summary (in letter form) of significant activities, issues or 
problems identified or addressed during the month, or anticipated in 
subsequent months, 

- Claims Report, showing claims paid in the month, split between Actives, 
COBRA and Retirees, showing number of admissions, 
days/visits/services, charges, employee copays, and plan payments, 
split by network and non-network, by categories of inpatient and 
outpatient services, 

- Claims “lag” report, accumulated year-to-date in the format shown in 
Appendix F, 

- Number of subscribers and number of dependents covered, split 
between Actives, COBRA and Retirees, 

- Produced within 30 calendar days of the end of the month,  
- At least 5% of the monthly administrative fees are at risk if this report is 

not available within the timeframe stated.  
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• Quarterly reports, including: 

- Quarterly and YTD summaries of Monthly Claims Report.  
- Utilization review and case management summaries, which provide the 

following items: 
… response time (in days) to practitioner’s request for authorization of 

admission and continued care, 
… time (in days) from admission or referrals to day reviewed, 
… admits per thousand and ALOS for adults and adolescents for claims 

under case management, 
… number of reconsideration claims submitted and length of time (in 

days) to make reconsideration, 
… reversal rate for medical necessity decisions for both internal 

reconsideration and external appeals, 
… case management information, including the number and cost of 

case management activities, referencing the type of provider utilized, 
focus of task, and amount of savings achieved, and 

… number and % of total cases in case management that resulted in 
alternative treatments. 

- Network management report, including the following items: 
… number of providers identified as requiring further investigation, 
… number of providers for which more details were requested and are 

currently pending, with number concluded with no adverse 
recommendations, 

… percent of providers reviewed in monitoring patterns of abuse, 
… average time from identification of the problem to conclusion of the 

investigation, 
… number of complaints made and number unresolved, 
… summary of all reconsiderations and appeals, and 
… number of providers and ratio of providers to claims. 

- Detailed claims file, in the format described in Appendix E, provided to 
the State’s specified data vendor,  

- Produced within 60 calendar days of the end of the quarter, 
- At least 5% of the quarterly administrative fees are at risk if this report is 

not available within the timeframe stated.  
 

• Annual Report (results through September 30th), including: 
- Management summary, 
- Full financial and enrollment experience, including the items shown in 

monthly and quarterly reports, summarized to an annual basis, 
- Claims coordinated, split by claims coordinated with the State-

sponsored health plans, and by spouse’s employer-sponsored medical 
and/or MHSA plans, 

- Produced within 90 calendar days of the end of the year, 
- At least 5% of the annual administrative fees are at risk if this report is 

not available within the timeframe stated. 
 
The State is also very interested in on-line or electronic reporting capabilities.  
A description of capabilities will be requested as part of the RFP response, and 
will be included in the evaluation of the proposal. 
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9. Network Match 

The bidder must propose a national network of preferred providers in areas where 
State employees and retirees reside.  A diskette containing counts by zip codes for 
all eligible employees and retirees is enclosed.   
 
General standards are at least one professional (psychiatrist or psychologist) 
participating provider within 5 miles in urban areas, 10 miles in suburban areas and 
20 miles in rural areas, and one facility (acute care hospital and residential care 
facility) within 10 miles in urban areas, 20 miles in suburban areas, and 40 miles in 
rural areas (see Section IV-D, 5).  GeoAccess reports should be run separately for 
active employees and retirees. 

 
10. Identification Cards 
 

Identification cards must be provided to eligible employees, retirees and their 
dependents. 

 
11. Communication Materials 
 

Bidders will prepare and cover the cost of all announcements, letters, notices, 
brochures, forms, postage and other supplies and services for U.S. mail distribution 
to employee and retiree residences. 
 
The State will have approval of drafts of communication materials.  All 
information/material must be approved by the State prior to use. 
 

12. Audits 
 

It is the State’s intention to periodically (no less often than once every three years) 
perform on-site audits of plan administrators. Vendors will make records associated 
with the administration of the State plan available to, and must cooperate with, such 
auditors and audits as the State may designate.  The State’s current approach as 
been to audit two (2) Plan Years at one time, conducted within 12 months of the end 
of the second year audited.  For example, for plan years October 1, 2000 through 
September 30, 2002, the State would request an audit of MHSA claims to be 
completed by September 30, 2003.  This approach may change without prior notice. 
 

II-D PROJECT CONTROL AND REPORTS 

l. Project Control 
 

a. The Contractor will provide these services under the direction and control of 
the Office of the State Employer. 

 
b. Although there will be continuous liaison with the Contractor team, the 

contract director will meet quarterly during the first contract year as a 
minimum, with the Contractor's project manager for the purpose of 
reviewing progress and providing necessary guidance to the Contractor in 
solving problems which arise. 
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c. The Contractor will submit, as part of the monthly report (see II-C 8.d.) brief 
written summaries of significant activities during the month, issues or 
problems, real or anticipated, which should be brought to the attention of 
the client agency's project director, and significant activities anticipated for 
subsequent months. 

 
d. Within five (5) working days of the award of the Contract, the Contractor will 

submit to the Contract Administrator, for final approval, an implementation 
plan.  This final implementation plan must be in agreement with Section 
IV-C subsection 2 as proposed by the bidder and accepted by the State for 
Contract, and must include the following: 

 
(l) The Contractor's project organizational structure. 

(2) The Contractor's staffing table with names and titles of personnel 
assigned to the State’s account, and expected percentage of their 
time dedicated to this contract.  This must be in agreement with 
staffing of accepted proposal.  Necessary substitutions due to change 
of employment status and other unforeseen circumstances may only 
be made with prior approval of the State. 

(3) The project breakdown showing sub-projects, activities and tasks, 
and resources required and allocated to each. 

(4) The time-phased plan in the form of a graphic display, showing each 
event, task, and decision point in your implementation  plan. 

 
II-E PRICE PROPOSAL 

 All rates quoted will be firm for the duration of the Contract.  No price changes will be 
permitted. 

 
II-F CONTRACT PAYMENT SCHEDULE 

 The specific payment schedule for this Contract will be mutually agreed upon by the 
State and the Contractor(s).  The schedule should show payment amount and should 
reflect actual work done by the payment dates, less any penalty cost charges accrued by 
those dates.  As a general policy statements shall be forwarded to the designated 
representative by the 15th day of the following month. 
 
Contractor must have the capability to accept electronic fund transfers weekly for claims 
costs, and monthly for administrative expenses. 
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APPENDIX A 
 

BENEFIT BOOKLET AND PAYMENT RULES – CURRENT PLAN 
 



 

APPENDIX B 
 

ENROLLEE/DEPENDENT DATA FORMAT (INCLUDING ZIP CODES),(HRMN) 
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APPENDIX C 
 

BEHAVIORAL HEATLH COST/UTILIZATION DATA 
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APPENDIX D 
 

CENSUS DATA 
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APPENDIX E 
 

DATA ELEMENTS 

e:common/contract/2001/1001212.doc 30
e:common/contract/2001/1001212 appendix.pdf 



 

e:common/contract/2001/1001212.doc 
e:common/contract/2001/1001212 appendix.pdf 

31

APPENDIX F 
 

SAMPLE CLAIMS LAG REPORT 
 
 

 
























































































































































