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OPTUM State of West Virginia Solicitation # CRFP 0511 HHR 1700000004

Optum is pleased to submit this Cost Proposal for West Virginia’s Integrated Eligibility Solution
(IES) RFP. Our solution is truly modular, modern, and outcomes driven using partners and
products that are known and used by DHHR and the State of West Virginia. We have taken an
approach to reuse and COTS that is very different from a traditional transfer approach. The
traditional approach requires customization of previously delivered monolithic systems that are
glued together for use in a new state. Our modular approach achieves a much lower total cost
of ownership and reduced operations and maintenance (O&M) costs using a loosely coupled
integration through a common integration framework.

Optum developed our cost estimate for the WV IES by following a bottoms-up approach that
considered all of the requirements in the RFP. We matched the requirements against our
existing IE product functionality and solutions from our partner organizations. We then sized the
remaining requirements that require configuration or development. This sizing and estimation
process was based on our experience developing large scale health and human services
systems. Industry standards were applied to arrive at the full DDI cost that spans all phases of
the software development lifecycle. Costs were reviewed and refined based on feedback from
subject matter experts as well as our existing knowledge of the size and complexity of current
systems supporting West Virginia.

Similarly, M&O costs were modeled and estimated based on our experience and expertise
managing large scale systems. We have many years’ of actual M&O activity data, and we used
that data to model the WV IES work effort. This model is based on similar system profiles and
implementations and takes into account cross-module efficiencies. These costs were also
vetted extensively to confirm that Optum is keeping costs as low as possible while still ensuring
we are providing a fully ITIL-compliant operation.

Infrastructure costs were based on models of the computing power needed to host the WV IES,
and take advantage of the economies of scale Optum can provide through our own data centers
that currently support thousands of customer applications.

Our Purchasing Affidavit is provided in Appendix 3 of our Technical Proposal response.
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in the following table, we document the assumptions we used while developing our cost
proposal.

i

Tools and accelerators may be deployed and used during the transformation of the OSCAR application.
Any customization to these tools and accelerators by Optum or its subcontractors will be at our own

1 | cost, and will be completed to support the automated transformation of programs written in the Natural
programming language. The State of West Virginia shall not claim any ownership rights to these tools
and accelerators.

All sizing, user counts, current system configuration detail, and software licensing counts are based on
2 | information from the RFP, the Procurement Library, and the subsequent answers to vendor questions
provided by DHHR.

We will leverage West Virginia's Northwood's document management solution, which includes the
3 | State's current document repository (Hyland Onbase), and the State’s current document imaging
and workflow (Compass).

We assumed that the State’s mailroom will capture and scan all paper documents in the same manner
they do today in support of the legacy solution.

The project pian is contingent upon timely State decisions, availability of subject matter experts, and
5 | provision of requested data (e.g. for data conversion) throughout the life of the contract.

Optum assumes that a remote backup facility means a place where full and incremental backups of the
system will be stored.

The DDI schedule assumed a start date of September 25, 2017. Any deviation from this start date may
7 | resultin changes to the milestone and delivery dates shown in the proposal and in the draft Detailed
Project Schedule.

The DDI schedule assumes a pilot for most of the releases, consisting of 1-2 counties per pilot, and
8 | assumes that the State resources for the selected pilot counties will be able to participate and provide
feedback during the pilot pericad.

Sample Natural programs of the OSCAR system shall be supplied to Optum during customization
| 9 | toverify the effectiveness of transformation and further fine-tuning to derive maximum efficiency of
automation.

After acceptance of the design of the new WV IES domain mode!, any changes to that domain
model or data conversion scripts due to subsequent changes to the legacy applications (e.g.

10 OSCAR, FACTS, RAPIDS) will be handled through a change management process.

Entrance and exit criteria for each DDI phase will be mutually agreed upon and will be the basis for
determining the commencement/conclusion for each phase. For example, the entry point for the pilots

T wil assume a certain level of acceptable defects (e.g., zero Severity 1 and 2 defects).

Our pricing assumes we are afforded an opportunity to discuss with the State payment terms
12 | thatincludes the approval process around deliverable acceptance of milestones, and to have
the resulting contract reflect these terms and process.

In the event specifications only reference “based on West Virginia business rules” or “defined
by the state”, and are not further defined, our interpretation is that such specifications meet
federal regulations and requirements.

13
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Optum is proposing a complete solution for the State’s acceptance in year three. Optum is assuming
responsibility for those expenses required to obtain and maintain access to State systems, such as the
14 | hardware/software, network infrastructure, and any licensing costs. Consistent with the State’s
instruction to include maintenance and operations costs only after acceptance of the complete solution,
Optum has included those expenses as part of the DDI cost in contract years one and two.

Optum will take over existing computing costs, as necessary, through modernization. We assumed the
current West Virginia mainframe chargeback is:
$70k/month for Mainframe Batch Cost

$143k/month for Mainframe Online Cost
These costs are reflected as part of the modernization effort.

15

We assume we will be allowed use the State's licenses until they expire. Upon expiration, we will

’ assume the cost of the new licenses. The State will transfer the legacy licenses where permissible.
6 Otherwise, Optum will manage and pay the maintenance cost of software licenses on behalf of the

State.

Legacy system licensing fees paid by Optum will continue until respective systems go-live into

17 production.

Based on materials provided in the procurement library, West Virginia has a benefit population of
18 | 750,000. We assumed that 300,000 documents will require e-signatures.

We assume the State will continue to provide M&O support for legacy FACTS and OSCAR until the
19 | modernization of these systems is implemented. At that time, Optum will provide M&O services for child
welfare and child support functionality.

Based on the "DOC064_Alerts, Reports, Letters, Forms, Notices, and Interfaces Inventory” worksheet
provided in the procurement library and on the requirement specified in Section 4.3.11 that we should
assume a five percent reduction in the number of reports, forms/notices/letters, and alerts, we have
20 | estimated the number of reports that will need to be converted or developed for use with the existing
data marts is 796, of which 319 are currently Cognos reports and 477 are either not currently Cognos
reports or are new reports.

21 | We are assuming we will use the state’'s existing Informatica MDM solution.

Optum and the State will work together to optimize data processing in legacy systems prior to conversion,
with the objective of minimizing additional conversion activities later.

Once legacy data has been migrated to the WV IES, that same data will not be migrated back to any
legacy systems.

22

23

Any delays or inability to meet the project plan due to current DHHR third-party vendors’ existing
| 24 | contractual obligations, which are outside Optum’s control, are the State’s responsibility to resolve.

25 The State will supply telephone and access numbers for the State AVRS/IVR solution at their cost.

26 | We assumed that the AVRS/IVR will route calls to the existing State AVRS/IVR via the existing toll- free
number used by the State.

Call volume estimates are based on information provided in the RFP and in the Procurement Library
27 | Optum has projected 3,000 Technical Support Call Center contacts monthly.
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28

Our pricing assumes that software whose functionality must be accessed by the State, licensing shall be
for external use. For software that is simply part of Optum’s set of taols provided to deliver RFP-required
services, Optum will obtain licenses for our internal use but in support of the State.

29

License assumptions are based on the quantities provided in the license inventory list in the
Procurement Library. Additional users required to accommodate growth may be subject to RFP
Sections 5.25 and 5.50.

30

Optum assumes that the license access rights provided by Optum to the State for software provided
under a software-as-a-service model will be used by the State solely in conjunction with the WV IES
project, and not used independent of such services or applications unless mutually agreed.

Optum assumes that existing external integrations present in the Oracle SOA ESB will be reused

f |

31 | as part of the WV IES, in conjunction with Optum’s integration layer.

Optum can make na claims nor retain responsibility for public Internet performance or failures of
32 | individual users’ private ISP performance or failures. Optum will make every effort to design solutions

with normal Internet functioning in mind.

We are assuming that we will leverage West Virginia’s provider management solution for all Medicaid
33 | and non-Medicaid providers, with the exception of the Childcare providers.

. Our proposed security approach will be used for the new WV [ES platform and does not implement new

34 security to legacy FACTS, OSCAR or RAPIDS application environments.
35 Optum assumed a maximum of 2,000 Child Care Provider log-ins/month when sizing this portion of the

IES. J
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Our approach includes a separate pool capped at $50,000 per year, as per Mandatory Requirement
5.50, reserved for modifications and enhancements that translate to direct costs rather than hours.
The Agency would approve such costs through the change management process to be agreed upon
after contract award.

Table 12: Design, Development & Implementation (DDI) Cost

Item Total
Total DDI Costs $ 162,675,000
(See Appendix II: Deliverables, Milestones, and
Payments)

Table 13: Maintenance and Operations (M&0) Cost

1
Total
Eeriod pontilyiCost (Monthly Costti 12 Months)
Year 1* $0.00 $0.00
Ear 2 $0.00 $0.00
Year 3 $ 1,432,667 $ 17,192,000
Year 4 $ 1,251,500 $ 15,018,000
Year 5 $ 1,162,083 $ 13,945,000
| Years $ 1,083,500 $ 13,002,000
Year 7 $ 1,076,667 $ 12,920,000
Year 8 | 51,089,500 | $ 13,074,000
Year 9 $1,117,833 $ 13,414,000
Year 10 $ 1,147,083 $ 13,765,000
gg;'::t';ﬁ::ec“:::“te“a““ i GRANDTOTAL | $ 112,330,000

*As described above, for purposes of proposal and evaluation, all vendors should estimate
operations cost for Year 1 at zero dollars ($0) in order to provide consistent evaluation of all cost
bids. The Vendor should begin to include Operations and Maintenance costs in the year they
plan to submit the complete solution (all modules and supporting functionality) for DHHR
acceptance.

August 8, 2017 m
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Period Hourly Rate Hours 30,000 Hours)
Year 1* $0.00 0 $0.00

Year 2 $114 30,000 $ 3,420,000
Year 3 $ 116 30,000 $ 3,480,000
Year 4 $ 118 30,000 $ 3,540,000
Year 5 $ 121 30,000 $ 3,630,000
Year 6 $124 30,000 $ 3,720,000
Year 7 $128 30,000 $ 3,840,000
Year 8 $132 30,000 $ 3,960,000
Year 9 $ 136 30,000 $ 4,080,000
Year 10 $ 140 30,000 $ 4,200,000
All inclusive Maintenance and Operations Cost GRAND TOTAL $ 33,870,000

*For purposes of proposal and evaluation, all vendors should estimate enhancement cost for
Year 1 at zero dollars ($0).

Table 15: All-Inclusive Total Cost

| AnclusieTotlCost
Service Cost
Total DDI Costs $ 162,675,000

(Table 12 Total Cost)

Total Maintenance and Operations Cost: $ 112,330,000
(Table 13 Grand Total)

Total Enhancement Cost: $ 33,870,000
(Table 14 Grand Total)

Grand Total Project Cost $ 308,875,000
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wv-10 _ State of West Virginia
Bas  VENDOR PREFERENCE CERTIFICATE

Certification and application is hereby made for Preference in accordance with West Virginia Code, §5A-3-37. (Does not apply to
construction contracts). West Virginia Code, §5A-3-37, provides an opportunity for qualifying vendors to request (at the time of bid)
preference for their residency status. Such preference is an evaluation method only and will be applied only to the cost bid in
accordance with the West Virginia Code. This certificate for application is to be used to request such preference. The Purchasing
Division will make the determination of the Vendor Preference, if applicable.

1. Application is made for 2.5% vendor preference for the reason checked:

Bidder is an individual resident vendor and has resided continuously in West Virginia for four (4) years immediately preced-
ing the date of this certification; or,

Bidder is a partnership, association or corporation resident vendor and has maintained its headquarters or principal place of
business continuously in West Virginia for four (4) years immediately preceding the date of this certification;

Bidder is a resident vendor partnership, association, or corporation with at least eighty percent of ownership interest
of bidder held by another entity that meets the applicable four year residency requirement; or,

Bidder is a nonresident vendor which has an affiliate or subsidiary which employs a minimum of one hundred state residents
and which has maintained its headquarters or principal place of business within West Virginia continuously for the four (4)
years immediately preceding the date of this certification; or,

Application is made for 2.5% vendor preference for the reason checked:

Bidder is a resident vendor who certifies that, during the life of the contract, on average at least 75% of the employees
working on the project being bid are residents of West Virginia who have resided in the state continuously for the two years
immediately preceding submission of this bid; or,

Application is made for 2.5% vendor preference for the reason checked:

Bidder is a nonresident vendor that employs a minimum of one hundred state residents, or a nonresident vendor which
has an affiliate or subsidiary which maintains its headquarters or principal place of business within West Virginia and
employs a minimum of one hundred state residents, and for purposes of producing or distributing the commodities or
compieting the project which is the subject of the bidder’s bid and continucusly over the entire term of the project, on
average at least seventy-five percent of the bidder’s employees or the bidder’s affiliate’s or subsidiary’s employees are
residents of West Virginia who have resided in the state continuously for the two immediately preceding years and the
vendor’s bid; or,

Application is made for 5% vendor preference for the reason checked:
Bidder meets either the requirement of both subdivisions (1) and (2) or subdivision (1) and (3) as stated above; or,

N OO

Dzo

D.«o

Application is made for 3.5% vendor preference who is a veteran for the reason checked:

Bidder is an individual resident vendor who is a veteran of the United States armed forces, the reserves or the National Guard
and has resided in West Virginia continuously for the four years immediately preceding the date on which the bid is
submitted; or,

Application is made for 3.5% vendor preference who is a veteran for the reason checked:

Bidder is a resident vendor who is a veteran of the United States armed forces, the reserves or the National Guard, if, for
purposes of producing or distributing the commodities or completing the project which is the subject of the vendor’s bid and
continuously over the entire term of the project, on average at least seventy-five percent of the vendor's employees are
residents of West Virginia who have resided in the state continuously for the two immediately preceding years.

gl

Ds»

7. Application is made for preference as a non-resident small, women- and minority-owned business, in accor-
dance with West Virginia Code §5A-3-59 and West Virginia Code of State Rules.

g Bidder has been or expects to be approved prior to contract award by the Purchasing Division as a certified small, women-
and minority-owned business.

Bidder understands if the Secretary of Revenue determines that a Bidder receiving preference has failed to continue to meet the
requirements for such preference, the Secretary may order the Director of Purchasing to: (a) rescind the coniract or purchase order;
or (b) assess a penalty against such Bidder in an amount not to exceed 5% of the bid amount and that such penaity will be paid to
the contracting agency or deducted from any unpaid balance on the contract or purchase order.

By submission of this certificate, Bidder agrees to disclose any reasonably requested information to the Purchasing Division and
authorizes the Department of Revenue to disclose to the Director of Purchasing appropriate information verifying that Bidder has paid
the required business taxes, provided that such information does not contain the amounts of taxes paid nor any other information
deemed by the Tax Commissioner to be confidential.

Bidder hereby certifies that this certificate is true and accurate in all respects; and that if a contract is issued to Bidder
and if anything contained within this certificate changes during the term of the contract, Bidder will notify the Purchas-

ing Division in writing immediately. % v g
Bidder: optuminsight, inc. Signed: \ s ;4(' d, )

Date: Augusts, 2017 Title: senioj Vi‘oe/President, Optum Corporate Finance

*Check any combination of preference consideration(s) indicated above, which yo'u are entitled lo receive.



