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Juneau, Al aska

POSI TI ON  STATEMENT: Answered questions during the PowerPoint
presentation entitled, "Departnment of Administration Health
Pl ans, " dated 2/5/16.

ACTI ON NARRATI VE
3:18: 05 PM

CHAIR KURT COLSON called the House Labor and Commerce Standing
Commttee neeting to order at 3:18 p.m Representati ves O son,
Hughes, LeDoux, Tilton, Kito, and Josephson were present at the
call to order. Representative Colver arrived as the neeting was
in progress. Representative G uenberg was al so present.

OVERVI EW  DEPARTMENT OF ADM NI STRATI ON, HEALTH PLANS

3:18: 47 PM

CHAI R OLSON announced that the only order of business would be
an overview by the Departnent of Adm nistration on health plans.

3:19:12 PM
JOHN BOUCHER, Deputy Conmm ssioner, Ofice of the Conm ssioner,

Department of Adm nistration, provided a PowerPoint presentation
entitled, "Alaska Departnment of Administration Health Plans,"

dated 2/5/16. M. Boucher informed the conmmttee he would
present an overview of Al askaCare Health Plan, and a status
report on the state's [|argest health care third-party

adm ni strator, Aetna. The Division of Retirenent and Benefits
(DRB), Departnment of Administration (DOA), admnisters a program
that covers over 86,000 people of which 80 percent is enrolled
in the retiree plan and 20 percent is in the enployee plan;
retirees and their dependents total about 70,000 people, and
enpl oyees and dependents total about 16,700 people [slide 2].
Currently, the division admnisters ten different plans for
enpl oyees and retirees. There are three enployee nedical and
prescription drug progranms, two dental prograns, and one vision
program along with a flexible spending account; for retirees,
there are the retiree nedical prescription drug plan, an
opti onal package for dental, vision, and audio, and a long-term

care program Soon there wll be a new plan for defined
contribution retirees. M. Boucher said all of the plans are
managed by the chief health official and a staff of six, wth
support from DRB [slide 3]. He provided a brief history of

health insurance in the state, noting that the state has been
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self-insured since 1997, and the state contracts with third-
party adm nistrators to process clains and execute the health
pl ans [slide 4].

3:23:22 PM

REPRESENTATI VE COLVER asked for the Ilevel of cust oner
satisfaction earned by Aetna as the plan adm nistrator, conpared
to the previous adm nistrator, Wells Fargo.

MR. BOUCHER advised he would respond to that question shortly.
In further response to Representative Colver, he explained that
Moda is an unbrella nanme used for nultiple conpanies; the state
enpl oyee dental plan is a contract with Oregon Dental Service,
which is a separate entity from Mdda Health Plan Inc. Moda
Health Plan Inc., "is in the process of being |ooked at by the
di vi si on of insurance."

REPRESENTATI VE HUGHES asked whether the nmenbers of all of the
health care plans are put into the sanme pool - which would
reduce the cost of care - or are in separate pools, which keeps
t he cost higher.

MR. BOUCHER said actuarially, nenbers are provided different
rates for different risk pools within the plans, thus their
prem uns are dependent upon the type of plan.

REPRESENTATI VE HUGHES surm sed prem uns would be cheaper if al
nmenbers were conbined in one risk pool.

MR. BOUCHER explained that a nunber of factors affect the
enpl oyee benefit credit. Sonme credits are negotiated, and sone
are not; in some cases it is a matter of collective bargaining.

REPRESENTATI VE HUGHES concl uded that the state pays nore because
menbers are in different risk pools, and negotiated separately.
She clarified that her question was to whether the state pays a
hi gher cost, because her understanding is that |arger risk pools
earn better rates.

MR. BOUCHER agreed, and further explained that the retiree risk
pool and the enployee risk pool garner a "blended rate,” which
is paid by enployees' and retirees' separate funds.

3:27:11 PM

REPRESENTATI VE HUGHES r emar ked:
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Can you please clarify, is it all one risk pool and it
is all the same rates? | don't think it is because
you said they, they negotiate different things. "' m
just trying to look at this and think how could we
save noney. And are we doing it in the |owest cost
way, is nmy question.

3:27:30 PM
MR. BOUCHER r esponded:

The risk pool for all the enployees is one risk pool
however, the amount of benefit, or the anmpunt that the
i ndi vidual pays into the plan, is dependent upon the
benefit that they get, and so it is considered, from
an insurance prospective | believe, one risk pool for
t he enpl oyees, and one for the retirees. The benefit
credit that the enployee is allowed to provide toward
buying their particular plan is, can be a negotiated
item

CHAIR OLSON further explained that the state does not buy
i nsurance but buys reinsurance. The state is self-insured up to
a certain amount, and pays for clains, except it has excess
i nsurance to cover very expensive health issues for individuals;
in fact, it is one insurance pool because insurance does not pay
until costs reach "upper |ayers."

MR. BOUCHER added that the premuns, and reserves that have
accunul ated over tine, pay for clains and the adm nistration of
t he pl an.

REPRESENTATI VE KITO questioned how the state covers costs for
claine and admnistration, and asked for the status of the
state's reserve.

MR. BOUCHER answered briefly that the state's reserves have been

shrinking in the last 12 nonths, and he will nore fully address
this issue later in the presentation. He directed attention to
slide 5, which illustrated the Al askaCare Health "spend" in

fiscal year 2015 (FY 15), and FY 16 through January, 2016.
3:30: 29 PM

M CHELE M CHAUD, Chief Health O ficial, Central Ofice, D vision
of Retirenent and Benefits, DOA, clarified that the Al askaCare
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Health spend illustrated on slide 5 is based on actual anounts
paid for clains for this tinme period, rather than when the
clains were incurred.

MR. BOUCHER said the total spend was about $627.7 million for
retiree and active enployee clainms in FY 15, and there has been
a general increase for both plans. He expressed surprise in
that the active enployee plan appears to have increased
utilization, which may be explained by uncertainty within the
wor kf or ce

REPRESENTATI VE KI TO recalled that the new provider was sel ected
because it was going to decrease health care costs; in fact, his
constituents have reported that their clainms and coverage have
been deni ed, but costs continue to increase significantly.

MR. BOUCHER expressed his belief that the new third-party
adm nistrator is delivering significant network savings;, he
added that national trends indicate that a 9 percent increase is
not uncommon. Also, he cited a significant increase in the cost
of pharmaceuti cal s because of the introduction of new drugs.

REPRESENTATI VE = LEDOUX  asked what t he state pays t he
adm ni strator.

MR BOUCHER answered that in FY 15 Aetna received about $16.4
mllion and in FY 16 the base fee is $15.5 mllion with a
potential $3.6 mllion "at-risk"” [of being assessed penalties].
The contract calls for "either perfornmance guarantees or earn-
backs that have to be earned as part of an incentive."

REPRESENTATI VE LEDOUX asked how an adm nistrator earns bonus
poi nt s.

VR. BOUCHER explained that points are based on various
benchmarks related to services, such as the call center, and
there are a nunber of other perfornmance guarantees that have to
be net.

3:34:28 PM

REPRESENTATI VE LEDOUX surm sed the admnistrator earns points
for hol ding down the anmount the state spends.

M5. MCHAUD said there is a clains trend guarantee.
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REPRESENTATI VE LEDOUX questioned whether that provision is an
incentive for the adm nistrator to deny valid clains.

M5. M CHAUD stated that nobst of the performance guarantees are
structured towards clains accuracy and tineliness, which would
counteract denying clains to achieve the clains trend.

REPRESENTATI VE JOSEPHSON asked whet her the aforenentioned $627.7
mllion is noney for premuns paid, or charges incurred by
Al askans for nedical services.

M5. MCHAUD said $627.7 mllion was paid for nedical services
recei ved, not including adm nistrative fees.

3:36: 08 PM

REPRESENTATI VE JOSEPHSON posed the scenario of six individuals
who pay $1,400 per nonth each for premuns, but do not receive
services during one nonth. He asked whether there was a sinple
answer as to how Aetna used the premuns that were paid by these
i ndi vi dual s.

M5. M CHAUD responded that Aetna would not have the nobney from
the premiuns; the state retains the premuns, Aetna pays the
claims, and then bills the state for the anmount of the clains
i ncurred.

CHAI R OLSON r enar ked:

The noney fromthe premiumis aggregated, and then you
either have a stop loss, or you have a |limt where the
reinsurance kicks in, say $5 mllion in the aggregate,
or $10 mllion or whatever, and then they either get
100 percent or get a percentage, 75 or 80 percent, |
suspect you guys probably get 100. But ... all the
nmoney goes in and their best guess is, whatever the
i nsurance actually kicks in at, that they collect
enough premum over the 12 nonths to pay the
anticipated clains. ... The key is trying to get the
bal ance, to where you collect enough premum to cover
the clainms, you' re accurate, and that's what Kkeeps
the, ultimtely keeps the rates down, is, if we have
best guesses that turn out to be pretty accurate.

3:38: 26 PM
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MR. BOUCHER returned attention to a bar chart on slide 6, which
i ndicated that between FY 10 and FY 13 there were significant
increases in health care costs. To address this trend, the
previous admnistration adjusted the current request for
proposal (RFP); however, due to the nore recent savings brought
by the new third-party admnistrator's |arger network, costs
were contained, resulting in an increase in reserves available
to the plan. Therefore, a policy decision was nmade to |ower
rates and gradually deplete reserves. In md-FY 15, overall
claims began to grow, and the present forecast is that FY 16
rates were set too low. He cautioned that there could be a very

small reserve in the beginning of FY 17. In forecasting to
determ ne appropriate rates, the division considers the
followng four "levers": pl an design changes to affect cost
trends; negotiating wth providers on the cost of nedical
servi ces; col l ective bar gai ni ng to addr ess enpl oyee
contributions; and adjusting enployer contributions. M .
Boucher turned the discussion to the state's third party
adm nistrator, Aetna, and informed the conmmttee that in

cal endar year 2015, Aetna processed approximately 2.9 mllion
medi cal and pharmacy clains, and the average turnaround tinme was
approximately 14 cal endar days. Due to a feature in the state's
health care plan, approxinmately 46 percent of overall clains
must be processed by hand, which slows processing tine and adds
to admnistrative costs. Year to date clains accuracy is
estimated at approximately 97 percent, indicating there were
90,000 problens [slide 7]. He suggested that a higher
percentage of auto-adjudicated clains would lead to faster
processi ng and fewer errors.

3:43: 39 PM
REPRESENTATI VE KI TO asked M. Boucher to describe the auto-
adj udi cated process, and asked what percentage of challenged

clains are reinstated after being reviewed by the state.

MR. BOUCHER responded that a claim can be adjudicated by a

conput er - generated process, or by hand. In either case, if a
claim is denied, and is appealed by a nenber, there is an
adm nistrative review wthin Aetna. If there is a clains

processing error, the claimis overturned by Aetna. A Level |
appeal can be either an admnistrative-type claim which is

reviewed within Aetna, or a clinical-type appeal, which is
reviewed by a three-person external review [organization] (ERO.
Furthernore, Level Il and Level 11l claims may be reviewed by

t he di vi si on.
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3:46: 03 PM

REPRESENTATI VE LEDOUX surmsed the turnaround time of 14
cal endar days is the period of tine between the subm ssion by
t he physician and the paynent by Aetna to the physician.

M5. M CHAUD said yes. That is the typical tine from the point
that the provider submits the claim to the tinme the paynment is
made to the provider or to the nenber.

REPRESENTATI VE LEDOUX asked whether the contract determ nes how
long the state has to pay Aetna, after the state receives its
cl ai ms.

M5. MCHAUD explained the division receives a billing of
submtted clainms daily from the third-party admnistrator, and
must pay within ten working days.

REPRESENTATI VE LEDOUX suggested that holding the billing for ten
wor ki ng days woul d garner the state interest on its noney.

3:48: 05 PM

MR. BOUCHER expressed his belief that invoices are paid as
pronptly as possible. He directed attention to slide 8, which
indicated the total nunber of appeals in 2015, for the retiree
and enpl oyee pl ans:

 approximately 1,200 Level | appeals cl osed
e 131 Level Il admnistrative appeals closed; 23 percent
overturn rate by Aetna on Level I and Level I
adm ni strative appeal s
» 52 other Level Il appeals closed; 29 percent overturn rate
by ERO on Level |1 appeals
e 21 Level 111l appeals to the Ofice of Admnistrative
Hearings (QAH); 3 Level 111 appeals to superior court
MR. BOUCHER advised that all Level 111 appeals are first heard
by the division of retirenent and benefits [slide 8].
3:50: 38 PM
REPRESENTATI VE LEDOUX asked why sonme Level 11 appeals are heard

by Aetna and sonme by ERO

3:51: 04 PM
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MR. BOUCHER responded that appeals to ERO nay address whether a
procedure is mnedically necessary. In further response to
Representative LeDoux, he said other appeals are admnistrative
in nature.

M5. M CHAUD further explained that a non-clinical adm nistrative
appeal that is reviewed by Aetna may be due to a math error, or
a question over the coordination of benefits.

REPRESENTATI VE KI TO asked for the overturn rate for Level 111
appeal s.

M5. M CHAUD said she would provide that information

REPRESENTATI VE HUGHES questi oned whether ERO nenbers are truly
i ndependent, or whether they receive conpensation from Aet na.

M5. M CHAUD advised that Aetna contracts with three independent
revi ew organi zations so that there is a rotation of ERO panels.

3:53:28 PM

CHAIR OLSON asked whether nedical tourism is an option wth
Aet na.

MR. BOUCHER said nedical tourismis not robust and nost clains
of that type are for procedures that are not offered within
Al aska; however, enployers and the state are exam ning that
opti on.

CHAI R OLSON said workers' conpensation carriers and mgjor unions
do utilize that option.

3:55: 04 PM

REPRESENTATI VE JOSEPHSON asked for a description of the daily
invoice for clains that is received by the state from the
i nsurance provider.

MR. BOUCHER said he would provide that infornmation. Ret ur ni ng
to the appeal process, he noted that the nunber of appeals my
indicate that <certain benefits of the plan are not well-
understood, or there are m sunderstandings, and that there is an

area that needs to be addressed. For exanple, in chiropractic
and physical therapy, there is a requirenent that for continued
t r eat ment after a nunber of visits, there nust be a

determ nati on of nedical necessity. Appeals in the category of
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pharmacy nay be because the drug is not covered, or that the
prescription was filled too early.

REPRESENTATI VE LEDOUX asked, "... if sonebody is seeing a doctor
and the doctor prescribes physical therapy, in what situations
are you going to second-guess the doctor and say that that
physi cal therapy is not necessary?"

M5. M CHAUD answered that there is a cap on chiropractic in the
enpl oyee plan; for both plans, there is a requirenent that there
be a significant inprovenent in bodily function occurring and
that is expected to occur. If a nenber is no |onger naking
i nprovenent, and other responses nay be appropriate, the claim
may be reviewed by the second level of external review for
clinical appeals. Aetna's decision, clinical evidence, and the
evi dence- based medi ci ne  gui del i nes are revi ewed by an
i ndependent doct or.

REPRESENTATI VE JOSEPHSON observed that |imting coverage has
al ways been a subject for msunderstanding about the insurance
i ndustry, and whet her insurance covers "everything."

M5. M CHAUD agr eed. She has heard that up to 30 percent of
health care services received in the US. are unnecessary and
potentially harnful. The state relies on its third-party
adm nistrator to ensure that evidence-based nedicine is being
appl i ed.

4:00: 39 PM

CHAIR OLSON asked whether said reported unnecessary procedures
i nclude those that are done to protect doctors from mal practice
suits.

M5. M CHAUD was unsur e.

REPRESENTATI VE LEDOUX, noting that she previously lived in a
rural area, expressed her concern that insurance benefits are
based on <charges that are deened usual, customary, and
reasonable (UCR). She provided an exanple of receiving
treatment in Kodiak for an anmount "that's what's wusual and
customary in the area,"” but which was not paid in full by the
i nsurance conpany.

M5. MCHAUD acknow edged that a provision for wusual and

custonmary fees is in the state's plan and is referred to as "a
recogni zed charge." She advised that this is a problem
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nationally, but nore so in Al aska. | nsurance conpanies rely on
a non-profit conpany called FAIR Health which reviews billing
clains from all of the payers in a geographic area and
determines the prevailing charge. In further response to
Representative LeDoux, she said there are five separate
geographic areas in Alaska; the division hopes that Aetna wll
expand its network, so nore rural clinics are included and can
provi de protection to nmenbers against a "balanced bill."

REPRESENTATI VE LEDOUX asked for the rulings from appeals
stemm ng fromrefusals to pay nore than [a recogni zed charge].

M5. M CHAUD stated that the state changed its recogni zed charge
termnology effective in January, [2016], and has not had an
appeal proceed thus far. Appeal rulings at the Aetna | evel have
upheld the denial because the plan docunents the recognized
charge, and Aetna is admnistering to the plan docunent. She
was unsure as to whether a Level 11l appeal has gone before QOAH
or the superior court related to the aforenmentioned |anguage in
t he pl an.

4:05:32 PM

REPRESENTATI VE HUGHES said she was hearing of problenms from her
constituents, and gave an exanple of a retiree who was referred
by a doctor for physical therapy for an extended period of tine.
After accruing expenses of $10,000 to $20,000 for treatnent, the
menber was told the visits were not covered by insurance, and
was left wth the responsibility to pay. She asked why
notification to the doctor, patient, and physical therapist was
so del ayed, allowing this situation to occur.

M5. MCHAUD stated that the state's plan relies on the nedica
necessity determnation of the third-party adm nistrator; during
the switch from one third-party admnistrator to another, there
were changes in what is considered nedically necessary. Because
of the nunmber of procedures involved, the division was not
i medi ately aware of where differences would occur, and it did

not communi cate sufficiently; however, Aet na, unli ke the
previous adm nistrator, posts its clinical policy bulletins -
which outline what is mnmedically necessary - online, and the

bulletin can be used by the patient and provider to see how
Aetna determ nes what is nedically necessary.

REPRESENTATI VE HUGHES questioned whether, after the transition

from one third-party admnistrator to another is conplete,
notification will be provided to clinics, physicians, physica
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therapy clinics, and patients; further, she wurged that if
notification was not given during the transition, the treatnent
shoul d be cover ed.

MR BOUCHER offered to review this situation

REPRESENTATI VE HUGHES seeks to ensure that all of those affected
during this period of transition - or during a future period of
transition - are notified by the division in order to prevent a
simlar situation.

M5. MCHAUD pointed out there was an article, specific to
chiropractic and physical therapy, in the division's April,
2015, newsletter to all nenbers. Further, Aetna has nmet wth
the state chiropractic association and sonme physical therapists
to discuss its clinical policy bulletins.

4:10: 44 PM

REPRESENTATI VE HUGHES stressed the inportance of comunicating
wi th physicians because that seens to be where the breakdown of
conmuni cation is occurring.

REPRESENTATI VE KI TO gave an exanple of a constituent who was not
informed of a pharmaceutical change until a notice of nonpaynent
for $50,000 was received from their pharnmacist. In a simlar
manner, neither the patient nor the pharmacist were notified,
and he stated that all should have been notified i medi ately at
the tinme of the change.

MR. BOUCHER acknow edged that the transition was not very
snooth, and said the division will work through issues as they
ari se.

REPRESENTATIVE LEDOUX inquired as to how a <change in
adm ni strator could change the terns of the insurance policy.

4:13: 38 PM
MR. BOUCHER said, "And generally, it should not. | agree with
you, so, but there are adm nistrative things that happen when

di fferent people are executing our plan."

REPRESENTATI VE LEDOUX asked whether a |egal opinion was sought
to determ ne what was legally in the terns of the policy.
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M5. MCHAUD relayed that there are mllions of procedures and
codes and each cannot be identified within a plan docunent. She
restated that the plan docunent relies on terns such as nedica
necessity, which has historically been determ ned by the clains
adm nistrator. Aetna's aforenentioned public clinical bulletins
are issued for both pharmacy and nedical, and provide a guide to
the nedical evidence that is used to nmake nedical necessity
determ nations. In addition, the third-party adm nistrator nust
keep up wth changes in nedical science and pharnmacol ogy.

REPRESENTATI VE LEDOUX opined that newsletters are insufficient
notice of significant changes.

REPRESENTATI VE TI LTON asked who determ nes whether a provider is
in a network.

VS. M CHAUD explained that third-party admnistrators are
affiliated with a network; for exanple, HealthSnart, the state's
previous admnistrator, contracted with Beech Street to provide
the previous MiltiPlan network. Aetna has its own network and
contracts directly with providers; however, a provider cannot be
forced to join a network, but nust be willing to abide by the
terns of a network agreenent.

4:18: 02 PM

CHAIR COLSON added that his constituents have many conplaints
about the network.

MR. BOUCHER assured the conmttee that the admnistration was
sensitive to problens with the transition to Aetna, and sought
to establish a baseline of overall custoner satisfaction of
health care delivery through a survey. In August, 2015, DRB
comm ssioned a study by DSS Research which surveyed over 700
residents for a statistically valid sanple. The survey included
562 retirees and 151 active enployee nenbers, which reflects the

nmenber shi p. The survey also provided denographics, such as
retirees living outside Alaska, to conpare the caliber of Aetna
services outside of the state. In fact, in terns of overall

satisfaction, the percentage of "not too satisfied" or "not at
all satisfied" varied between those living in and out of the
state. M. Boucher suggested this could be attributed to
network chall enges in Al aska [slide 10].

REPRESENTATI VE JOSEPHSON returned attention to slide 5 which

indicated that it costs the state four tinmes nore to cover
retirees as it does to cover active enployees. He surm sed that
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Medicare would pay 90 cents to the state's 10 cents of the
benefit of a retiree 65 years old and over.

MR. BOUCHER said correct. However, [under-65 vyears old]
retirees are very expensive to cover. Overall, the retiree plan
does benefits from the nunber of baby boonmers who are now
eligible for Medicare, and that is holding down "a trend cost."
Furthernore, Medicare does not cover those who live outside the
U. S.

4:23:25 PM

V. M CHAUD added that the plan is not secondary for
prescriptions, thus pharnmaceutical costs for retirees are high.

MR. BOUCHER advi sed that pharmacy has just increased to over 50
percent of the state's total spend, which is a reason for
concern.

REPRESENTATI VE HUGHES asked why the percentage of nenbers who
are living in Alaska, and are dissatisfied with Aetna, is twce
the percentage of nenbers |iving outside of Al aska, and who are
di ssati sfi ed.

MR. BOUCHER listed a variety of reasons gleaned from a test
field: how clainms were processed; confusing explanation of
benefit (EOB) fornms, particularly for retirees coordinating
coverage with Medicare; a dislike for admnistrative policies;
and poor custoner service.

CHAI R OLSON questi oned whether the survey was proportioned on a
popul ati on basi s.

MR. BOUCHER said the survey was random but he was unsure of the
geographi cal representation, except for those living inside or
outside of the state.

CHAI R OLSON observed that when he conducts a poll he contacts
450 to 500 residents with a margin of error at 4 percent; an
aggregated survey my represent the whole state, but would
underrepresent the Bush

MR. BOUCHER stated that the survey was not intended to represent
each individual geographic area within the state. He cauti oned
that a survey that isolated geographic areas would be very
expensi ve. He spoke of efforts to inprove the survey in the
future. The survey also reported on nenber satisfaction wth
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the pharmacy plan, which indicated that |evels of satisfaction

were simlar wthout regard to denographics: Bet ween 8 percent
and 10 percent of the total population was "not too satisfied"
or "not at all satisfied.” Regardi ng pharmacy, t hose
di ssatisfied reported: di ssatisfaction wth the Dbenefit

coverage; difficulty in using the mail order service; how clains
were processed; a dislike of adm nistrative policies; and poor
custoner service [slide 11]. M. Boucher related that the
di vision heard the Aetna Concierge call center was not hel ping
menbers, thus the survey was directed to that particular issue;
in fact, 25 percent to 30 percent were unhappy with call center
servi ce. He cautioned that not all of those surveyed used the
call center and the margin of error was higher [slide 12]. The
Aetna Concierge call center team in Fresno, California, handles
approximately 89,000 calls per year. The call center earned the
following ratings: 94 percent first call resolution percentage;
98 percent quality; 1.2 percent abandonnent rate; 85 percent
answered within 30 seconds [slide 13]. The division was not
satisfied with the call center performance, and the call center
was assessed a penalty of $546, 040. In addition, the division
contracted with Segal Co., to conduct a neutral party review
that found that overall Aetna 1is providing good service;
however, the custoner service level is not as prom sed [slide
14] .

CHAI R OLSON suggested that call center staff and all third-party
adm ni strator enployees provide identification to nenbers when
they call.

4:34:27 PM

REPRESENTATI VE LEDOUX recalled not being able to speak to a
person for the first ten mnutes during a call to one of the
call centers.

MR. BOUCHER expressed the division's view that the call center
is the face of the plan, and a core value is for the custonmers
to be treated well. The state, through its performance
guarantees, has nmade clear to Aetna its expectations and in
response, Aetna is providing additional custoner service

trai ni ng. One of the conplaints has been that nenbers have to
repeat calls, and then receive conflicting information, so Aetna
will develop a tool to track repeat calls; he opined that the

state's nessage is getting through to Aetna, and he gave
exanpl es of inproved service.
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REPRESENTATI VE KI TO returned attention to the $16.4 mllion paid
to Aetna in FY 15, and the base fee of $15.4 mllion for FY 16;
he asked whether that amount is over and above the expense of
their activity and if so, how Aetna's adnministration of the plan
is paid for.

MR. BOUCHER r esponded:

| guess | can best describe this as: W have a base
fee, and, and fees at-risk. And depending on
different aspects of their performance, they would be
rewar ded or penalized, based upon that.

REPRESENTATI VE KI TO cl arifi ed:

So ... ny question really is: Is the fee, the $15.5
mllion their entire <cost for admnistering the
program or is that, the, over and above the cost of
adm ni stering the progranf

4:39:37 PM

MR. BOUCHER said he could not answer that question but would
provi de the answer if possible.

M5. MCHAUD, in response to Chair Oson, said the contract with
Aetna is not finalized, but the state has a 16-page letter of
agreenent with Aetna and the full contract will be nuch [|arger.
The letter of agreenment is not confidential and is posted on the
division's web site.

MR. BOUCHER turned to other performance issues with Aetna in
2014, and pointed out that the total penalties were nearly $1.2
mllion. Because of that, the contract with Aetna remains
unsigned and the admnistration is negotiating with Aetna to
i nclude additional performance guarantees for 2015 [slide 15].
M. Boucher rest at ed t hat Aetna  won t he third-party
adm ni strator RFP because of the value of its network, and about
600 additional providers have been added to the network in 2014
and 2015 [slide 16].

REPRESENTATI VE JOSEPHSON recalled that in 2013, there was one
ort hopedi ¢ surgeon on the preferred provider list in Anchorage.

MR. BOUCHER acknow edged sone providers are very reluctant to

join the network. In further response to Representative
Josephson, he said he did not know their notivation [to
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refrain]; however, specialists' fees can be 300 percent to 400
percent higher in Al aska when conpared to procedures el sewhere.

REPRESENTATI VE COLVER asked whether patients are traveling to
Seattle for care because of the lack of preferred providers.

4:45: 13 PM
MR BOUCHER sai d he was unsure of the vol une.

REPRESENTATI VE HUGHES asked whet her there are preferred
provi ders outside of the state.

MR. BOUCHER sai d yes. They are part of the Aetna network and
also deliver care to many retirees who live outside of the
st ate.

REPRESENTATI VE LEDOUX questioned whether a nmenber who can show
that a procedure is cheaper outside of Al aska could have their
pl an pay for a travel conpanion to care for them

M5. M CHAUD responded that there is a provision for surgery that

is |less expensive elsewhere, and travel wll be paid for the
patient; however, the plan wll not pay travel costs for a
conpani on.

REPRESENTATI VE LEDOUX observed that if a procedure costs 400
tines l|less elsewhere, it would be beneficial to pay for a
compani on.

MR. BOUCHER said the state is looking into travel for a
conpanion; in fact, it is common to have "a w aparound package"
that includes transportation from the airport at certain
facilities. On the other hand, he cautioned about naintaining a
bal ance in order to keep providers in Al aska.

REPRESENTATI VE LEDOUX expressed her belief that workers'
conpensation will pay for a conpanion's travel; she asked why
the state woul d not.

MR. BOUCHER stated that in instances such as transplants, trave

for a conpanion is paid. In further response to Representative
LeDoux, he said a process to determne when to pay for a
conpani on needs to be established, and the tineline for that is
unknown.
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REPRESENTATI VE KI TO suggested that the difference in custoner
satisfaction between those living in- and out-of-state, mght be
that Qutside there is a robust network. He urged, "W m ght
need to relook at the out-of-network, in-network discussion with
Aetna as we |l ook forward to the contract.”

4:50:17 PM

REPRESENTATI VE COLVER asked whether international nedical trave
is covered by Al askaCare.

M5. M CHAUD said coverage is good worldw de, so a menber who
chooses to travel outside of the U S. would have coverage for a
medi cal procedure, but not for the travel expense. In further
response to Representative Colver, she opined nenbers travel for
care because of the expertise available or because of |ower
cost. In response to Representative LeDoux, she said the trave
benefit is restricted to travel wthin the US in al
ci rcumst ances.

MR. BOUCHER returned to why Aetna was selected, noting that the
percentage off of billed charges in 2014 and 2015 has been about
35 percent, which reduced the state spend by approximately $110
mllion each year. The previous admnistrator delivered
approximately a 23 percent discount off billed charges;
therefore, the value to nenbers and to the plan is in the range
of $35 million to $40 mllion [slide 17]. Al though the division
understands there are problens with Aetna, Aetna has delivered
savings, and if the division continues to address custoner
service issues, and grows the network - given the state's fiscal
situation - the state needs to continue with Aetna. Efforts by
the division to address ongoing nanagenent with Aetna are as
follows [slides 18 and 19]:

 nmeet with Aetna weekly to review performance i nprovenent
proj ects

» Segal Co., will performa clains audit

* nonitor appeals prior to submttal to OAH

e engage with retirees and enployees to resolve custoner
servi ce concerns

e evaluate travel benefits
e update Retiree Insurance |Infornmation Bookl et

MR. BOUCHER continued with actions that are expected from Aetna
[slide 20]:

HOUSE L&C COWM TTEE - 18- February 5, 2016



* redesign EOB form
e i nprove pharmacy coordi nation of benefits at point of sale

direct participation of pharmacy custonmer service team to
suppl enent CVS Carenark, and inclusion of CVS Carenmark in
weekl y neetings

 becone nore actively engaged with stakehol der groups

4:57:59 PM
REPRESENTATI VE KI TO sai d:

[ Regarding] the CVS Caremark relationship ... is there
a clear non-directional conponent of that so if we
have a nmenber that is interested in getting a pharnmacy
benefit, they're not directed to a better price at
Ccvs?

MR. BOUCHER answered that CVS is the adm nistrator of the clains
processing, thus fromthis relationship, the state has realized
a significant nunber of pharmacy rebates.

REPRESENTATI VE KITO expressed his concern that Aetna has a
direct relationship with CVS, and asked if nenbers are directed
to CVS pharnaci es.

M5. M CHAUD sai d al though there are CVS pharmacies that are part
of the Aetna network, there is no incentive to utilize CVS
phar maci es. The mail order program is an Aetna program and
Costco is part of the mamil order network, along with D plomat
Speci alty Pharmacy.

REPRESENTATI VE HUGHES asked the division to respond in witing
to the follow ng question: Wat is happening to coordinate care
to save costs, and to group purchasing for nedical procedures?

MR BOUCHER said the division is «currently evaluating a
relationship with "the health care coalition of Al aska."

M5. MCHAUD, in response to Chair O son, said the state did not
have network providers outside of the U S

5:00: 58 PM

ADJ OURNVENT
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There being no further business before the commttee, the House
Labor and Commerce Standing Conmttee neeting was adjourned at
5:00 p.m
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