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And, Aetna knew the state had dealt exclusively with

process to proceed as it did.
There is basis to conclude the

Premera as the only responsive offeror up to that point.
process was "doomed ” The state proceeded in good faith under the process agreed to by

the parties under Exhibit A.

Finally, an after-the-fact suggestion is made on page 13 of the protest. Aetna

alleges the state should have retained a qualifieu consultant to make sure that a level
playing Field was created when the missing Aetna binder was found so it could conduct a
fair and reliable comparison of the two bids. The day after Aetna's proposal binder was
located the state openly developed an evaluation process with an agreed to jointly by
Aetna and Premera. The goal was to enable the evaluation process to continue. Aetna
was a party to those discussions and signed the Final agreement. At no time (until the
protest) did Aetna suggest participation of an outside consultant. This protest point is

without merit.

V. Allegation: 1he Division Failed to Separately Evaluate the Splitting-out of
Pharmacy Claim Management Services under a Different Contract, with a Different

Contractor.

Discussion: Aetna is correct the state did not evaluate proposals submit ed under
Section 9 of the RFP, Pharmacy Network and Benefit Management only.

On February 27, 2006, in accordance with AS 36.30.350 and 2 AAC 12.860, the state
properly rejected all | roposals received for RFP 2007-0200-594( Claims Administra’ion

and Pharmacy Benefit Management only, under Section 9 of the RFP (Exhibit B).

Under the RFP. offerors were allowed to submit proposals for each RFP Section

under the follow ing scenarios:

Section 7 - All Services, or
Section 8 - All Services except Pharmacy Network and Benefit Management, or

Section 9 - Pharmacy Network and Benefit Management only.

In essence, award could be made to a single offeror for Section 7, all services, or up to
two contracts could be awarded for Sections 8 and 9. The RFP stated that each scenario
would be evaluated for the best value to the state, considering price and technical factors,
and that a PEC would score the proposals according to predetermined criteria.
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However, the RFP scoring methodology is flawed. It was not possible to compare a

proposal submitted for all services under Section 7 to two proposals submitted under the

Section 8 and 9 combination.

The scoring criteria for ea  of the three RFP sections (Exhibit C) indicates that the
total possible score for Section 7 is 5,000. However, the combined scores for Sections 8 and
9 total 10,000 The RFP does not describe how the PEC would reconcile this noint
difference when comparing a single proposal for Section 7 to separate proposals lor Sections

8 and 9.

Further, Sections 8 and 9 contain duplicate scoring criteria for “Management Plan for
the Project” and “Essential Administrative Services.” Each proposal would have to be
scored according to these criteria. Therefore, there would be four separate scores under the
multiple award combination (Sections 8 and 9) but only two scores for the single award
scenario (Section 7). In addition, the maximum possible score for these two areas la 250
points under Section 7, while the score could reach 1.100 points for the same criteria under

Sections 8 and 9.

In addition to the scoring discrepancies cited above, there are multiple instances

v.neie »l.e maximum possible scores for the same criteria are not equivalent:

7.07 Usual, Customary and Reasonable (UCR) 100
8.07 Usual, Customary and Reasonable (UCR) 150
7. 11 Reporting 100
8. 11 Reporting 150
7.12 Location of Work 150
8. 12 Location of Work 200
7. 13 Performance Standards 100
8. 13 Performance Standards 150
7. 14 Health Flexible Spending Account (Health ESA) 100
8. 14 Health Flexible Spending Account (Health FSA) 150
7.116 Information Technology/Communication 150

8.116 Information Technology/Communication 200
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7.18 P.iarmacy Benefit Management Ser\ ices 150
9.05 Pharmacy BencHt Management Services 350
7.19 Clinical Programs 150
9.06 Clinical Programs 500
7 20 Retail Network 100
9.07 Retail Network 50
7.21 Mail Order 100
9.08 Mail Order 450

7.22 High Deductible Health Plan and HSA Experience 50
8.18 High Deductible Health Plan and HSA Experience 150

It was not possible to reconcile these scoring discrepancies and compare these two scenarios
without making a materrl change to the RFP evaluation criteria.

the State seeks to reduce
In this instance,
the burden of

The RFP stated on page ten, “wherever possible,
administrative costs by awarding multiple features to a single contractor.”
the award of a single contract would reduce costs when considering
administering two separate contracts, one for Pharmacy Network and Benefit Management

and one for all other services required under RFP 2007-0200-5946. This opinion is shared

by the state’s Benefits Manager.

For the record, the score sheets attached to the protest under Chart 1 are inaccurate.
Some minor errors appear to be caused because a different averaging or rounding method
was used. However, the second chart titled PREMERA’S FIRST EVALUATIONS
SCORES HmS an average of 1,379.5 points. That amount should be 1.489.5. It appears the
error initially occurred on the following page because Williams’ scores were not included in

the calculation.

The table attached to the protest titled REBATES INTEGRATED PHAR_M.\CY Rx
PREMERA - COMPARED TO AETNA INTEGRATED RX REBATES UNDER
SEC! ION 9 is highly speculative at best. The reason is that Premera did not submit a
separate proposal for RFP Section 9. In addition, any award under Section 9 would have
been combined with an award under Section 8. In Aetna and Premera’s initial proposals,
both appeared to charge a premium for services provided under Section 8. Because of these
discrepancies, the state did not validate the referenced rebates or annual estimates.
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The stale also did not validate the calculations and estimates used under the
“Progression of Premera offer to the State of Alaska" document that was attached to the

protest.

be addressed is Mr. Wiggins affidavit where he asserts the state

One final issue t
My

"has only provided us with evaluation notes that appear incomplete and confusing.”
records show' that on March 1, 2006. the state provided Aetna’s lobbyist with a complete set
of the score sheets and evaluation notes. On March 6lh Mr. Wiggins called and complained
that the information provided to Aetna contained errors. The state offered to walk through
the alleged errors w-ith Mr. Wiggins in order to identify any discrepancies. Mr. Wiggins
replied that he didn't have the copies available because they had been sent to his legal firm
and he only had an email from the firm that discussed the errors. It appeared to the state,
based on Mr. \\ iggins’ description of the errors, that Aetna had somehow' mixed up the score
sheets. In any event, that same day the state provided Mr. Wiggins with another complete
and accurate set of the score sheets that had been verified by the state. One more complete

and ac ite set of the score sheets ...id evaluation notes are attached to this protest response

(Exhibit C).

The Co.. active Action Was Agreed To by Aetna: No Prejudice to Aetna: State Acted in
Good Fail"

The state took appropriate corrective action in this procurement when the error
concerning the completeness of Aetna's proposal was discovered. And, it took the
corrective action only after coming lo an agreement with Aetna and Premera (Exhibit A).
Further, the corrective action was performed in a manner that was not prejudicial to
Aetna. In fact. Aetna can only be said to have benefited from the corrective action. It
had the benefit of knowing Premera’s first round of best and final price; a price that was
approximately S13 million less than Aetna’s originally proposed offer when it (Aetna)
had the chance to make its best and final offer.

Who* Aetna has “not" argued or shown, is that the state’s decision -- after going
through the “agreed to” evaluation process and the second round of best and final offers -
had no reasonable basis to support the award to Premera. In order to show that the state’s
action was '"sbitrary or capricious or otherwise inconsistent with law, Aetna must how
that the state’s action was prejudicial to Aetna. SDS International v. United States, 48
Fed. C). 742 (Feb. 21, 2001). Aetna also fails to note that the state is entitled to broad
discretion in evaluating proposals in a "best value” procurement, as here. Id.
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Also, Aetna has nut si own that it would have been awarded the contract if the
corrective action had not bem taken. To show prejudice, Aetna must demonstrate that
there was a reasonable likcli lood that, absent the corrective action complained of here, it
would have been awarded »ie contract. Id., citing Alfa Laval Separation, Inc v, United

States, 175 F. 3d 1365, 13' 1(Fed Cir. 1999).

Aetna’s complaint that it would have not participated had it known that Pat fhier's
scores of were not part cf the final tally of Premera’s sc -res is also without merit. Aetna
agreed to a “different! onstituted" PEC and the state provided two of the original five
that evaluated Premera offer. The third member of the new PEC was entirely new to
the process. Aetna has not proven that there was any bias in favor of Premera on the
basis of the make-up f the reconstituted PEC. In fact, Aetna has asserted no credible
evidence to support even a presumption of bias by the PEC or any individual member.
See Galen Medical Associates, Inc. e United States, '69 F. 3d 1324, 1331 (2004) (to
establish prejudice, protestor must show there was a “substantial chance it would have
received the contract but for that error.”) (citations omitted). Aetna apparently only
wanted to participate in the coirective action process it agreed to (Exhibit A) only “if it

won the contract.

The Galen case is relevant to this protest in other respects, as follows: (1) the
court held that even though two of the successful bidder’s references were on 'ir
evaluation panel, that did not support a presumption of bias against the losing bidder (Id.
at 1335); (2) the court founu that the discussions with the winning offeror was allowable
because the law provides for the agency to receive clarifying information from offerors
during bidding process (Id. at 1332-33); and (3) and the court held that best and final
offer materials submitted by the successful bidder which might have been received both
before and after the BAFO request date did not prove bias on part of agency and late

receipt was not necessarly improper (Id. at 1339).

Finally, Aetna has overlooked a basic premise of procurement law the
presumption that state olficials acted in good faith. Absent evidence that the PEC acted
m an arbitrary or capricious manner when evaluating the offers, the PFC is presumed to
have acted in good faith and in compliance with law*. See Bruno v Peterson 944 P.2d
43, 49 (Alaska 1997) (agency personnel and procedure are presumed to be honest and
impartial until a [claimant] makes a showing of actual bias or prejudgment). Aetna has
provided no evidence of actual misconduct by the PEC in this case; it only complains
(after agreeing to a different make-up of the PEC - Exhibit A), that use of a different PEC
is the reason it did not win the contract. However, tins is speculation and it does not
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overcome the presumption of honesty and impartiality of procurement officials "hat
presumption can be overcome only “(vv]ith conv incing evidence that ‘a risk of actua. jias
or prejudgment is present’. In other words, any alleged prejudice on the part of the
decision maker must be evident from the record and cannot be based on speculation or
inference.”  Navistar Int'l Transportation Corp. v. United States Environmental
Protection Agency, 941 F.2d 1339, 1360 (6IhCir. 1989)(citation omitted).

Conclusion

For the reasons set forth above, Aetna’s protest and its request for a stay of award
under AS 36.30.575 are denied in total. Aetna may file an appeal of this decision to the
Commissioner of Administration within 10 days of receipt of this decision. AS
36.30.590. If an appeal is filed, a copy must be provided to the undersigned. Further, the
appeal must contain the information required under AS 36.30.560 and include a copy of
this decision and identify the factual and/or legal errors in the decision that form the basis

of the appeal.

Sincerely,

IGOTFcr

Walt Harv ey \
Contracting Manager

cc: Margie Vandor
Assistant Attorney General
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RHP No. 2007-0200-5946

Agreed upon procss6 by State of Alaska (State), offeror Premera Blue Cross Blue Shield
of Alaske (Premera?, and offeror Aetna, per teleconference calls held between the
parties' representafives on February 22 and 23, 2006:

Modified Evaluation Process Steps:

1 Thursday, February 23, 2006, Aetna Pﬁoi)osal evaluation ang scorm? procese IS
underway, and Is anticipated to be completed by the reconstituted Procurement
Evaluation Committee (PEC) which consists of three membort two of whom were on
me original PC that soored’ Premera's proposal in the initial evaluation process. hd

PEC members are State employees.

2 I after Step 1, itis determm%ed by th Stat% \hat Aetna's proposal Is hoth resgonswe
and reasonably ausoept ble for award, the following will occur as to disclosure of
Attna's ongmeﬁ price and Premera’s pron urPon whioh the original not.ee of intent to
award was based (NOW rescindedd so tnat {Ne State May proceed {0 concocting
d,8CUBsiors WIth DOth offeror* Under AS 36.30.240:

a. Prior to release of Aetna's pnee, th State will ensure agreement with Aetna

off.ciale as to the accuracy of its offer ?tot_al fgr(_? Prowded. Only'the exact three-year
Pnoe total provigded in Aetna’s proposal wil bé"disclosed to Premera after confirmation

rom Aetna; and

D The State will obtain_confirmation from Premera as to 'heir exact three-year
ﬁgﬁfet%%]g n%n which the original notice of Intent to award was bss&d, and provide that

3 Discussions under AS 36.30.240 with Aetna and Premera will occur Friday, February
24, Cjring ciscussione, a date and time wil be set for receipt of Dost andfinal of'ers
from bioth Offerors (tentatively set for Tuesday, February 28, noon Alaska Time).

4 After rece.pt of best anc final offers from Aetna and Premera, both proposals will be
sco'ed and a new notice of Intent to awa'd wil be issued The State anticipates the
notice of Intent to award will be issued on or before March 2 2006.

5 The normalprotest and aopeal process Wil be available after tho new Notice cf
Intent to Award is issued as set out in Step. 4

£808 OF + 5
=) @]
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The underslgred parlies agree, and to take no exception to the process as set forth in
Steps 1through 5 above:

state of Alatka

b z ld fo

VernJonei \ Date
Cnief Procurement Officer

Premera Blue Crcss Dlue Shield of Alaska

By
Yorl MilcT ’ ’ Cflte
Chief Legal Officer

Aetha
Mike Robhson Sate

Western Regional Head
National Accounts
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MEMORANDUM

STATE OF ALASKA
Department of Administration
Division of General Services

| hone .Number: 465-2250
FAX Number: 465-2189
| DD Number: 465-2205

TO: Vern Jones DATE: February 27, 2006

Chief Procuremenl Officer

SUBJECT: Rejection of a Single
Proposals for RFP 2007-

0200-5946, Section 9

FROM Walt Harvey
Contracting Manager

In accordance with AS 36 30 350 and 2 AAC 12 860. | recommend the rejection of all
proposals received for RFP 2007-0200-5946, Claims Administration and Pharmacy Benefit
Management, Section 9, 'Pharmacy Network and Benefit Management only " By rejecting
proposals submitted under Section 9, award can only be made to a single offeror under

Section 7
You and | previously discussed this issue on February 22. 2006.

O'ferors were allowed to submit proposals for each section under the following scenarios

Section 7 - All Services, cr
Section s - All services except Pharmacy Network and Benefit Management, or

Section 9 - Pharmacy Network and Benefit Management only

In essence, award could be made to a singie ofteror for Section 7. all services, or two
contracts could be awarded for Sections 8 & 9 The RFP stated that each scenario would be
evaluated for the best value to the state, considering price and technical factors, and that a
proposal evaluation committee (PEC) would score the proposals according to predetermined
criteria The PEC score sheets were contained in three RFP attacnments, one for each

section

Two offerors responded to Section 9, Aetna and Walgreens However, Walgreens proposal
was determined to be nonresponsive as they did not possess a valid Alaska Business License
at the time designated 'or opening of the proposals The single remaining proposal submitled
by Aetna for Section 9 has not been evaluated by the PEC.

Il must also be noled that the rejection of a single proposal is permitted under 2 AAC 12 270
""here are various reasons why it's m the state s best interest to reject the single proposal for

Seclion 9
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e The RFP scoring methodology is flawed o o
0 The scoring criteria for each of the three RFP sections isee attached criteria)

indicates that the total possible score for Section 71is 5,000 However, the
combined scores for Sections 8 & 9total 10.000 The RFP does not describe
how the PEC would reconcile this point difference when comparing a single
proposal for Section 7 lo separate proposals for Sections 8 &9

0 Sections 8 & 9 contain duplicate scoring criteria for "Management Plan for the
Project” and Essential Administrative Services * Each dproposal would be
scored according to this criteria - Therefore, there would be four separate
scores under the rr iltiple award combination (Sections 8 &9), but only two
scores for the single award scenario (Section 7) In addition,” the maximum
possible score for these two areas is 251 mis under Section 7, while the
score could reach 1,100 points for the s riteria under Sections 8 &9

In addition to the scoring discrepancies cited above, there are multiple
instances where the maximum possible scores for the same criteria are not

equivalent
7 07 Usual, Customary 3nd Reasonable (UCR) 100
8 07 Usual. Customary and Reasonable tUCR) 150
7 11 Reporting 100
8 11 Reportmj 150
7 12 Location of Work 150
8 12 location of Woik 200
7 13 Performance Standards 100
8 13 Performance Standards 150
7 14 Health Flexible Spending Account (Health FSA) 100
8 14 Health Flexible Spendi g Account (Health FSAI 150
7 16 Information Technology Communication 150
8 16 Information Technology/Communication 200
7 18 Pharmacy Benefit Management Services 150
9 05 Pharmacy Benefit Management Services 350
7 19 Clinical Programs 150
9 06 Clinical Programs 500
7 20 Retail Network 100
9 07 Retail Network 450
7 21 Mail Order 100
9 08 Mail Order 450

7 22 High Deductible Health Plan and HSA Experience 50
8 18 High Deductible Health Plan and HSA Experience 150

It would not be possible to reconcile these scoring discrepancies and ensure a fair and
equal comparisqn of the two scenarios without making a material change to the RFP

evaluation criteria
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Single Award . o )
The rrp staled wherever possible the Sta'e seeks to reduce administrative costs b

awardmgi multiple features to a single contractor” In this instance. Ibelieve the awar
ol a single contract would reduce costs when considering the burden of administering
two separate contracts, one for Pharmacy Network and Benefit Management and one
for all other services required under RFP"2007-0200-5946  This opinion is shared by

the state s Benefits Manager

Time Constraints

For various reasons, the award of a contract did not occur on February 1, 2006 as
slated in RFP amendment 36  Considering that mgmﬂcant transition must occur ifa
comPany_ other than the current contractor is awarded the contract, coupled with the
fact that implementation must occur on July 1, 2006 for both active and retirees, there

IS insufficient time to

0 evaluate and score the two proposals submitted under Section 7 (including
discussions/best and final proposals) and determine a winner,

0 evaluate and score the proposals submitted under Sections 8 &9 %mcludmg
discussions/best and final proposals if warranted) and determine the

wmner(s), _ _ _
0 attempt to compare the two scenarios to determine best value (which as

previously stated is not possible), and _
0 Botennally negotiate and award two separate contracts unh°r the Sections 8 &

scenario

Increased Costs

Cost was only one of the IS jation factors and proposals submitted for Sections 8
& 9 were not evaluated However, Itagpears that tne actual cost lo the state -ould
be q_reater under a combined Section 8 & 9 scenario than a single award under

Section 7

" approved. Iwill reject the single proposal submitted under Secti: 9 of the RFP



RFP 2007*0200-5946 Scoring Criteria

Section 7 - All Services

7 03 Manaoemeni Plar for the Proied

7 04 Essential Administrative Services

7 05 Appeals Procedu'e

7 06 Vision Services

7 07 Usual Customary and Reasonable UCR)
7 08 Coordination of Benefits (COB)

7 09 Utilization Review

7 10 Employee Assistance Program and MMH
7 11 Reporting

7 12 Location of Work

7 13 Performance Standards

7 14 Health Flexible Spending Account (Health FSA)
7 15 Provider Discounts

7 16 Information Technology'Communication
7 17 Client Service/E xpcnence

7 18 nharmacy Benefit Management Services
7 19 Clinical Programs

7 20 Retail Network

7 21 Mail Order

7 22 High Deductible Health Plan and HSA Experience
7 23 Cost Proposal

7 24 Alaska Offeror s Preference

100
150
50
50
100
150
200
150
100
150
100
100
250
150
150
150
150
100
100
50
2,000
500
5,000

Section 8 - All Services except Pharmacy Network and

8 03 Management Plan for the Project

8 04 Essential Administrative Services

8 05 Appeals Procedure

8 06 Vision Services

8 07 Usual Customary and Peasonabie (UCR'

8 08 Coordination ol Benefits (LOB)

8 09 Utilization Review

8 10 Employee Assistance Program and MMH

6 Repodmg

8 12 Location of Work

8 13 Performance Standards

8 14 Health Flexible Spending Account (Health FSA)
8 15 Provider Discounts

8 16 information Technoiogy/Communicat'on

8 17 Client Service'Expenence

8 18 High Deductible Health Plan and HSA Experience
8 19 Cost Proposal

8 20 Alaska Offeror s Preference

150
200
50

50
150
150
200
150
150
200
150
150
250
200
150
150
2.000
500
5.000

Benefit Management

Section 9 - Pharmacy Network and Benefit Management only

9 03 Management Plan tor the Project

9 04 Essential Administrative Services

9 05 Pharmacy Benefit Management Services
5 Ob Clin**al Programs

9 07 Retail Network

9 08 Mail Older

9 09 Cos! Proposal

9 i0 Alaska Offeror s Preference

250
500
350
500
450
450
2.000
100
5,000

I
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Simpson,Tillinghast & Sorensen. PC.

One Sealasi \Plaza, SunE 300 June All Alaska 99801
fELfc'HONfc 907-586*1*100 Fax 907.5S56-306S

II\ND DELIVERED

March 10, 2006

Mi Walt Harvey

Procurement Officer

Alaska Department of Administration
Procurement Officer

P O Box 110210

luneau, Alaska 99811-0210

Re. Protest and Request for Slav of Award in RFP No

2007-0200-5946
OL’R ILENO 1467 1

Dear Mi Harvey

This firm represents Aetna and Aetna Life Insurance Company (“Aetna”) The purpose
of this letter is to respectfully file a protest In \ tna, under AS 36 30.560, ot the Division of

under the above-referenced RFP to Premera Blue Cross. The protest is supported by this letter, a
Protest Meinciandum dated tins date, an affidavit and supplemental affidavit of Mr Muh.nl
Wiggins, and attachments, exhibits and charts appended to those materials

Request for Slav of Contract Award. Aetna also respectfully request; pursuant to AS
.'6 3Q.5~5, that any award of a contract under the above-referenced RFP be stavi ig pending the
outcome of this protest and any appeal on a protest under AS 36 30.590 The bases for this

request are as follows

1 The Mer its of the Protest. Aetna’s claims are that the Division violated basic principles
of competitive bidding b\ assigning different cvaluatois to . I discretionary points to
two different bidders; treating the two bidders with substantial inequality in soliciting
clarifications and improvements lo the two bidders, and apparently summarily rejecting
the solicited option of awarding a stand-alone pharmaceutical claim management
contract These aie the type of errors that courts (and independent hearing officers) tend
lo find destructive of the competitive bidding process, and a* therefore also the kind of
errors that can and do lead to compelled cancclla’ion of any contract that may be let lo

£. BuddSimpson « Jon K lili.incua.st S ii-iilnF Soih-nsin
L Merrill Lowden ¢ Jamesj Sheehan Ronald w Lokensen (oi colnsi i)
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Premera in the interim Ignoiinc these claims, and executing a contract with Premera
would represent a high-risk gamble with the public's money, because if Aetna ultimately
prevails, and contract cancellation is oidered, it will he the Division, and the general
fund, that will he saddled with sorting out the resultant mess A prudent administrator
would not award a long-tenn coniraci under the RFP under these circumstances, and
Aetna is hopeful that prudence will prevail her" The protest and appeal piocedures are
not lengthy ones Balancing that short delay . - Jinst the consequence of a ruling ad* ersc

to the Division counsels for granting the stay; and

The Best Interest of the State. This is not a case where a contiact needs t be lei to
complete a public improvement that is currently non-existent, or for which there is a
pressing public need that is currently not being fulfilled To the contrary, all of the
services covered :/ the RFP are today being provided efficiently and reliably by Aetna
Higgins Aff. Aeti.a is prepared to continue to provide those services under an
amendment to its existing contract at the same prices tha' it is currently charging. Id at
*31  We understand the requirement of AS 39 30 090(a)(5) that the State’s group
insurance specifications must be made available every five years Bui the Stale has
satisfied that requirement with the RTP. there is no deadline on completion of the RFP
process; and, as a factual matter, the state has already extended its Life Disability
Contract with I'num, and its current contract with its benefit consultants, beyond the 5
ycar period. Id at 1)32 The State, then, is free to extend its contract with Aetna yif need
be) to continue to provide serv ices beyond June 30, 2006.

[N

Additionally, in assessing the state's best interest, the Division must consider the
hardship and disruption that will attend the near-immediate cessation of Aetna services
The Slate's existing clientele lias been accustomed to reiving on Aetna to promptly
service claims, conversely, and particularly given the extraoidmary number of retirees
served by the State's system, substitution of managers will cause confusion; delay and
loss of prescriptions and other medical services, and mental distress among both
employees and retirees This coupled with the disruption attended the transition to a
new manager promises a sustained period of hardship on Slate employ ees and retirees if
and wshen the transition ii>made See H'iggins Aff **31-41 In the long run, these are
not reasons to avoid a iransmo bZ! they are definitely reasons noi to hum to judgment,
when time and some studied thought may prove the transition unnecessary , if not illegal

For the foregoing r.asons, Aetna respectfully requests that the award of any contract
under the RFP be stayed pending disposition of the protest and any appeal

Sincerely,

SIMPSON, TILLINGHAST <k SORENSEN

Jon K Tillinghast
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BEFORE Il MASK A DEPARTMEM OF ADMINISTRATION

hi ihe Mailer of Protest of Final PKOTFSI BY AETNA LIFE
Notice of Intent to Award a INSURANCE COMPANY
Contract RFP 200'-0200-5046 AND AETNA

I. Introduction

Pursuant to AS 30 30.560, Aetna and Aetna Life Insurance Company ("Aetna”)
respectfully protests the Department of Administration's, Division of General Service's
(the "Division™) February 28, 2006 Final Notice of Intent to Award a Contract pursuant
to the above-referenced Request for Proposal (“RFP”)to Premera Blue Cross

Il. Overview

On December 22, 2005, Aetna submitted a con pletc, responsive and responsible
piopusal to provide medical and phannaceutical claim management services to the Slate
of Alaska pursuant lo the above-referenced RFP  U'tgi’ins iff. 11l  Having heard
nothing in response foi nearly two months. Aetna finally received a form Notice of
Intent to Award the contrad lo Premera on February 18, 2006 Id al 1:13 A phone call
to the Division disclosed ihat the Division had lost the meat of Aetna’s proposal,
consisting of some four boxes of binders in which were contained a critical portion ol

Aetna's overall proposal Id Rather than asking Aetna, who, through itself and its

Aetna is an “interested party" in the RFP  See 2 AAC J2 VOO(aj(~) Aetna submitted a timely,
responsive and responsible bic. Higgins Aff. fll Aetna and its affiliates have been the provider
of the services covered by the RFP for 29 consecutive years, and the economic impact on Aetna
ol the loss of this long-standing business will be severe Id at 1140-4!
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affiliates. had been providing these service* to the Stale for the past 24 years, whv there

was such a gaping omission in its bid. the Division simplv declared Aetna

“nonresponsive” for failure to submit a complete bid Id After considerable pleading

by Aetna that these boxes most definite!} \ere delivered on time, the Division looked

again, and found them in a store room after a mere houis search Id at 214

The State promptly rescinded the Notice of Intent, and commenced another

evaluation process that is the subject of this protest Id at *J~

This protest is filed because, following the iost-bid episode, the Division

committed three errors that made it impossible for the Division, or anyone else, to

compare Aetna's response to Premera’s response '  When comparability becomes

impossible, there is simply no way for the Stale (or anyone else) to intelligently decide
which proposal is better for Alaska and its taxpayers That is what happened here

' he services for which the RTP solicited proposals i< to provide a wide range

of medical and pharmacv insurance management services to the Slate—have been

prov ided economically and efficiently b\ Aetna itself, or through its affiliates, for some

24 years Higgins Aff, *4 Because i.any factors othei than cost bore on the Slate's

choice of suppliers (factors such as expertise, system compatibility, ability to seive
clientele, and the hkej, a “Request for Proposal” format was utilized, rathei than a

Request for Sealed Bids Under the RFP, cost accounted (or only 40% of the total bid

evaluation; all uie other lelevant factors (loosely called “Non-Cost Factors") were

including in the remaining 60%  As to those Non-Cost Factors, each individual

;/ There were, m fact, fou. bidders in response to the RFP, including Coresource and Walgreens.
Neither of ihese lailei two bids, however, were responsive (see Attachment S), and this Piotest
will accoidmglv focus on the RFP's failure to provide a means of comparing Premera arid Aetna

PROTEST OF AETNA LIFE INSURANCE COMPANY
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c\alnator awarded points based upon that evaluator's personal judgment as to how the
proposer dealt with each Non-Cost Factor

When final proposals were opened, the cost of the two responsive proposals was
virtually identical On the cost side, Premera was awarded 2000 points for having the
lowest cost hid, while Aetna was awarded 1930 points for having a cost bid that was only
marginally higher man Premera’s Attachments 511 unci 5D The outcome of the hi jdmg
process would thus depend on the point-evaluaiion process for the Non-Cost Factors
Unfortunately, it was there that all three errors occurred Those enors were these

1. The Division Rendered Its Non-Cost evaluation Useless b\ Assigning one

Evaluation Team to Grade Aetna, and then a Different Evaluation Team

to Grade Premera.
The wultimate goal of the competitive bidding piocess the one on which its

integrity” turns is to prov ide “the opportunity to compa>L multiple responsible bids ”
lLauilciw Transit Inc v Anchorage School District, 115 P 3™ 101S (Alaska 2005.J.
emphasis added Any enor that undermines the Slate’s ability to meaningfully compare
competing proposals injures the unsuccessful bidder, to be sute, but more importantly, it
deprives the public, the courts, and the legislature of any basis to assess the propriety of
the agency’s choice, and it renders the agency's action intnnsicall) arbitral)

In this case, the points for Non-Cost Factors were awarded based on an evaluation

of largelv qualitative (as opposed to quantitative) factors, ranging from the suitability of

appeals procedures to transition and training concerns Higgins Aff, 143  Points were

awarded based on how individual evaluators liked, or disliked, the proposer's approach

to a host of issues. The Division assigned one 3-person evaluation leant to evaluate

PROTEST OF AETNA LIFE INSURANCE COMPANY
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Aetna's bid, and then assigned a separate 3-person evaluation team to evaluate Premera’s
bid The two teams Ivd only one member m common (that is. only one cv lluator out of
a total ol five actually evaluated both proposers), the other two members cf each team
evaluated only the proposer who was assigned to that team Each individual on these
separate teams then awarded point grades to a long list of subjective standards—
standaids that would translate into very different , omt totals, depending on the
evaluators’ indiv idual background, grading policies and priorities

The evaluators’ separate scores for the subjective, 60% Non-Cost Evaluation

illustrate how idiosyncratic the Division’s criteria really were

Evaluator ol Evzlugae_d_ _____________ Score
Miller Aetna 2440
Premera 2160

Gray Premera Only 2207
Porter Aetna Onlv 2120
Williams Premera Only 1990
Siuer Aetna Only 1585

1

Higgins Aff. Attachments 5B nnd 5D Die Division then took the average of each
evaluator's scores (/ e, Aetna’s score was based on the average of Miller’s, Porter’s and

Shier’s evaluation, while, Premera’s was based on the average of Miller’s, Gray's and

PROTEST Of AETNA LIFE INSURANCE COMPANY
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Williams’ evaluation). and (because if the near-identity ol the cost score), the proposer
with the highest average evaluation won
It is also apparent that ¢ unpromising the rating process by osing non-comparablc,
Idiosyncra'ic scoring affected the outcome  For example, the only evaluator who
evaluated both applications, Ms Miller, rated Aetna significantly higher than Premera
Aetna, it needs to he stressed, never consented to such a procedure Once the

Division discovered the missing boxes of Aetna bid materials, it knevx that it must give

Aetna a fair opportunitv to compete for the contract And so it agreed, first, lo make a

threshold call as to whether Aetna's proposal was “reasonably susceptible for award”
H'tggtns Aff, li'7. Attachment 2 If Aetna passed that first test (which it did), a
subsequent evaluation of new "best and final offers” would be made.

Bccam: one of the evaluators who had evaluated Premera's fust bid was absent,
the State needed to substitute one evaluatoi who had been on Premera’s original three
pci son team m ordei lo have three persons available to make the tiireshold “susceptibility

loi award” review ld Aetna agreed to this process, for two obvious reasons (1) the

evaluation did not involve direct con.;, arability of scores betw een Aetna and Premera, but

only passage of a “susceptibility” threshold, and (2) only one evaluator was being

substituted, not two

Aetna’s assumption was that, once the new substitute evaluator was chosen, that

same team (ie two original Premera evaluators and the one substitute) would be

available to evaluate the “best and final offers” of hath offerors—Premera as well as

Attachment at 2 (Aetna best andfinal' summary sheet). Attachment5D at 2 (Premera
best andfinal" summary sheet

PROTEST OF AETNA LIFE INSURANCE COMPANY
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Aetna No further substitutions would be necessary this is why paragraph 4 of the
Agreement letter (Attachment Jj, which deals with the final evaluation of best and final
offers, says nothing about different contestants ha\ mg different teams of evaluators

The fact of the matter was that no bidder in his or her right mind would agree to
be scored by a team, a majority of which were different individuals from those who

scored the bidder’s compctitoi A suggestion that Aetna agreed to such °'i approach is

inherently not credible

In a nutshell, it is of no probative value that Mi Shier awarded -\etna 1585 points
for certain bidding variables, while one M; Mike Williams awarded Premera 1990 points
fcr those same variables It is a rule of the most obvious and fundamental nature that an
RTP cannot succeed unless the grades being compared came from the same judge The
Division's decision to use two different evaluators for each proposer is remarkable

V. The Division Created the Appearance of Coaching I’rennra to Improve
itv Scun, but it did not Extend Similar Courtesies to Aetna.

Under AS 36 30 240 and 2 AAC 12 290. the Div ision may discuss proposals with
proposers “reasonably susceptible of being selected for award" m order to Hush out
proposal details, and. those discussions can lead to changes in the proposer’s so-called
“best and final offer ”

I his authority, however, is subject to a caveat—that all such proposers “‘shall be
accorded fair and equal treatment with icspccl to any opportunity for discussion and

revision o! proposals” (AS 36 30 240(a)). and that “(tjhe opportunity tor confideniil

“/ As events would have it, the Division substituted two new evaluators even for the threshold
"suitability" evaluation Bui Acl; a nevei agreed !o this, and was not informed at that time that

the Division was substituting two evaluators

PROTEST OF AETNA LIFE INSURANCE COMPANY
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discussions, il held, must he extended to all offerors submitting proposals deemed
reasonably susceptible for aw,'id " 2 AAC 12 2%(ai
The Division held extensive discussions with Premera which had the e'fecl of
giving Premera detailed advice on how to.
c retract portions of their proposal which, absent a tetraclion, would leave
Premera’s proposal unresponsive to the RFP,
c inseii items required to he included in the RFP. but originall\ omitted by
Premera; or
0 suggest available contract administration measures that could result in
lower cost or increased evaluator attractiveness, and hence higher point
scores
I1tggins Afj 21-28a Attachments AA and All N > surprisingly, Premeia .-cc pted
virtually cverv suggestion, and the gross point lota; from its Non-Cost factor evaluati 1
resultantlv icse b\ (>29 points fiom its original proposal Compare Attachments >C and
5D
Aetna was otfered no siinilai upportumtv  Die Div ision look 92 pages to suggest
and elecit specific changes to Premera’s orign al proposal, converse!}, the Division
made or'} three pages of minor, technical suggestions to Aetna (lligg/ns Aff, J Jh
Attachment 3) Further, email messages document at least three private conversations
between the procurement officer and Premera officials (on Februar} ", 9 and 15) See

Attachments AA and Alt
The raw page difference in communications between offerors yielded
commensurate diffc.cnees in the final point awards .And so. while Premera benefited by

PROTEST OF AETNA LIFE INSURANCE COMPANY
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029 addiUonal points from the* Division’s extensive communications, Aetna’s perfunctorx

dialogue with the Dn ision >lelded it onl\ 21 additional points

Compare Attachments 5.4

and >B with Attachment 5C and 51)

The relative impact of those questions on the scoring process was as follows

COMPANY EXTENT OF BIDDER AUDI I ION AL POINTS
QUESTIONING FROM ANSWERS
Premera 62 paces of questions and 629

answ-ers, se\ era] private

conversations

Aetna 3 pages 18

The extra points gianted to Premera were doubly significant

C

First, m the initial grading of the two proposers (the grading of the initial
proposals, bekne the Division's extensive assistance to Premera), Aetna
won the Non-Cost Scoring (Te the 60% of the bid that reflects proposal
quality) by 54] points C >mpare Attachments 5.4 and 5C; while

Second. even after its extensive assistance from the Division. Premera
was able lo beat Aetna's Non Cost score by only 71 points. Compare
Attachments 5B and 5D It is apparent, then, that without these extensive
suggestions from the Division, Premera would not have won the Non-
Cost Scoring on the final “best and final” round, and, since the cost
component of those bids was essentially equally for Aetna and Premera
Premera therefore would not hale won the competition as a whole. The

PROTEST OF AETNA LIFE INSURANCE COMPANY
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summary of ali of these scores is contained in Chart J that is appended to

this protest
Unlike a request lor bids, a request of proposals (or "RFP ) allows the binding
agency to ask follow-up questions foi the purpose of curing proposed deficiencies in the
bid. Gunderson v University of Alaaka. Fairbanks, 922 P 2nd 229 (Alaska 1996).
However, because of the potential foi abuse in private bidder'agency conversations,
courts are insistent on all bidders being given the "same opportunity” in curing bid

shortcomings Id at 235, AS 46 30 240 (all qualified bidders shall be "accorded fair and

equal treatment”, 2 AAC 12 290(a) (the same opportunity "must be extended to all

offerors ")
"Fair" contract bidding, and ensuring that no bidder “has received an unfair
competitive advantage." is critical m order to ensure the best possihle offer emerges

from the bidding piocess McBirney A Associates \ Stoic, "53 P 2H 1132, 1135 (Alaska

1958)

As the Division found. Aetna was an offeror whose offer was reasonably

susceptible of award As such, it was entitled to equal treatment in post-opening

discussions with the Division Courts are historically wary of inequality in Request for
Proposal communications, because of the obvio *s potential for abuse in giving bidding
agencies discretion to engage in private conversations with bidders As a result, courts
hav e been especially alert in demanding equality in substance, and not just in form, in an
agency’s treatment of competing proposers

Here, the danger of apparent inequality emerges from the Division's own wording

in its questions to Premera Time-and-timc again, the Division asks Premera to “clarify”

PROTEST OF AETNA LIFE INSURANCE COMPANY
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a poml thai needed no clarification In one class of cases, foi example, Premera's
original offer unequivocally rejected a condition of the RFP  The Division, instead of
simply asking Premera to reverse is position, asked it to “clarify” that it would accept the

condition, despite the fact that its original proposal made it clear that it would not

4
Capable of taking a hint, Premera routinely agieed to “clarify” that it would, after all,
5
abide by li.c RFP
6 LA
1 Mr Mike Wiggins offers several examples of this in his affidavit {id at ~i2J

5 28A), including the following:

9 The RFP asks the offeror to agree ihcit u will answer 85% of all
n telephone calls within 30 seconds in any given month, or face penalties
RFP, 810 11(a){lj In its original proposal, Premera "disagreed *with this
element of the RFP This caused Premera to lose points on this issue in
first proposal, receiving only 2 points (ram one evulual r (Gray) and O
from another (Williams) out o) a possible 5 points To raise Premera's
point tola! the Department asked Premera to “clarify " that it would answ er
13 85'% of all calls on a monthly basts despite wliat itsaid in itsproposal In
N response lo the State S suggestion that Premera change itsposition Premera
agreed tn the Slate 'sdemand . *5a result, Premera received 3.5 added
15 | points from one evaluator (Gray) and additional points on this particular
Performance Standard issue and additional points from another (Miller) in
6" its "best and final™ proposal)
17

Id at 21 In a similar win (lj Premera clearly declined to ooer direct deposit m its

18

original offer, but was convinced by the Division to hange its mind {id at i;22), (2) the
19
20 Division asked Premera to "agree” to a service that it had unequivocally not agreed to

21 provide in it proposal |d at §23; and (3) at the las: minute, the D’vision suggested some

22 i re-packagi.,g of nearly S>million of “network access fees” as some other kind of charge

23 Id at ' 2SA By agreeing to not call these charges “access fees," Premera was able to

24
lower the cost side of its bid by $6 million (since “access fees” are counted in computing

25
proposal costs), and then recapture those same funds as “claim charges,” which are not

26

PROTEST OF AETNA LIFE INSURANCE COMPANY
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included in ihe so-called cost" of the but |d The net result was to make Premcia's hid
look $6 million more attractive. without offering any ovciull cost savings at all
Supplemental Affidavit o\ Mike Higgins

Additional “clarifications™ that in fact resulted in significant point increases are

given as examples at  23-28 of Mr Wiggins’ affidavit. nnd Attachments dD and dE aie

rife with them

In Dynacs Engineering Compani i United States, 4S Fed C) 124 (2000), the
government made a disproportionate effort to enhance one RFP proposer’s bid, offering it
multiple opportunities lo cure deficiencies and working with the favored bidder to cure
nine shortcomings while point out only two deficiencies in the other bidder’s proposal
The government tried to justify this substantive inequality by claiming that it had m.tde
some effort to wurk with both bidders Ihe court disagreed, holding that, in RFP
discussions the equality of treatment among proposers must be "meaningful.” and both
sides must be given the “same opportunity” to address weaknesses A bidding agency
cannot get bv with "not telling [one bidder] about its continuing weaknesses, [while
continuing to inform the other biddcij about each of [its] weaknesses until [that othei
bidder] got it light ” 48 fed i at 130 The disparity in both the frequency aid
substance ol the communications among the two bidders in our case, and the vastly
different results lhat the two sets ol “discussions " achieved, proved that piecisely the
same mequitv occurred here

Fo the same effect is Dubtrtskj v 1'ntlcd Stales, 43 Fed CI 243 (19991. appeal
dismissed 2) 5 F 3U 1350 (Fed Cir 1999), where the government also used the device of
common discussions with potentially successful proposers to improve one bidder’s

PROTEST OF AETNA FIFE INSURANCE COMPANY
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proposal, while giwng pro forma attention to the othet Without substantive equality in
ihe discussions between proposers, the court held, “discussions with offerors readily
would be subject to abuse, merely becoming aco'ei for an agency's discussions with the
offeror it has selected to receive the conn act prior to the formal selection decision ” Id at
26i-4. SIC also Puramax Systems Corp v CAE*LINK Corp. 1993 M. 485205 (Com
Gen) (October 27 1993), (where bidders "were not treated equall\ since they were not
gilen ihe same opportunity to participate in discussions and to amend their cost price
proposals alter BAFO.” Comptroller General recommended a new round of BAFO’s and.
if necessary, cancellation of the originally -successful contract)

So, once again, the Division has frustrated competition here, by refusing to put the
two bidders on the same playing field. Could the Division have gotten the best deal for
Alaskans by engaging m the same discussions with Aetna Cat it had undertaken with

Premera.” We'\e no idea, because equality of treatment never occurred, and we are

therefore left, again, to compare Premera’s apple to Aetna's orange

It may be that the evaluation was doomed to inequality from the outset, when the
Division first concluded that Aetna had failed to file the bulk ol its bid From that point,
and until the mistake was discovered, the Division considered Piemera the only qualified
bidder, and one might expect a government agency to communicate exclusively with the
only bidder who (as the Division thought at the tunc) was qualified for the contract |hat
spin gives the Division c\er\ benefit of the doubt But even if that were the case, the
Division's ultimate failure came in its refusal lo give Aetna’s proposal the same
individual assistance once the Division learned .hat Aetna was a qualified bidder whose

bid was “susceptible for award ” Once that happened, it was encunibent on the Division

PROTEST OF AETNA LIFE INSURANCE COMPANY
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io le\cl ihe playing field. by helping Aetna improve its proposal to the same extent as it

already had with Premeta The Division, 11 a word, cannot excuse such dear inequality

of treatment by its own mistake, particularly when the Division later had c\ery

opportunity to rectify that mistake As pan of rectifying its error, the Division should

hu\e retained a qualified consultant, as it has customarily done in the past, to make sure

that a level playing field was created at the end of the process, and that the State could

therefoie conduct a fan and reliable comparison of the two bids

V. The Division Failed to Separately Evaluate the Splitting-out of

Pharmacy Claim Management Services under a Different Contract,

with a Different Contractor.
Pharmacy claim management sen ices are included within the scope of work of

'he RFP. howevei, ihe Division itcogmzeu. in ihe RFP. that the State might benefit by

breaking out pharmacy services on a stand-alone basis, and award a contract tor those

serv ices separate from the rnam body of the work RFP at 9-10 To that end. offerors

were invited to submit stand alone bids foi pharmacy claim management, and the State

in turn, committee] to separately evaluate stand-alone proposal; Id

Aetna, in lact, timely submitted a stand-alone proposal to manage pharmacy

services m conformity with the RFP. H'/gjins AjJ. f42  But the Division never

evaluated that proposal as pun of the overall cost of the project From the February 2S.

2000 Fmal Notice ol Intent fAlien hment 8). it appears that that Aetna's proposal was

simply ‘rejected” out of hand

Since the RFP is in the possession of the Div ision, a separate copy of that document is not
being appended as an Attachment Aetna respectfully requests that the RFP and all amendments
thereto be made a pan of the record of this protest
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The ihrcc phase rating system 11 the RFP—that is. a separate scoring system for
comprehensive, comprehensivc-lcss-pharmacy, and pharmacy-stand-alone programs (id
at Sections 10-12) rccogi izcs the State's uncertainty as to the most cost-cfficicnt means
of providing these services, and likewise recognizes the value of a three-part scoring
system to resolve that uncertainty  As the RFP recognized, it may be more economical
foi the State to award one contract, to one contractor, foi the all contract services except
pharmacy, and another conttact lot pharmaceutical claims management only to a second
contractor

Indeed, as Mr Wiggins explains in his affidavit (*42 and Exhibit /), publicly -
available information now demonstrates that the Division would have saved
approximately S3 million if it had awarded the pharmaceutical claim management portion
of the contract to Aetna, and the remainder of the contract to Premera |his is precisely
the scenario that the D vision thought might happen in the RFP, and it was an arbitrary
departuie of the RFP for the Division to ignore that scenario in the final bid evaluation

VI. Relief Requested

I <n 'lie foregoing reason'. Aetna icspecifully requests that

[I) The State rescind the Notice ol Award for the RFP to Premera, and the
services envisioned by the RFP continue to be pr® ided by Aetna undei

Aetna’s existing contract, as extended, with the Division for a period of not

less than six months,

(2) if a contract with Premeia is executed befoic this relief is granted, the

contract with Premera bhe cancelled.

PROTEST OF AETNA LIFE INSI RANCE COMPANY
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(3) the Division utilize the intervening six months as a necessary cooling off
period,

(4; at the close of the cooling-off period, the Stale solicit new Best and Final
Offers from Aetna and Premeia,

(5) the new Best and Final Offers be evaluated by a qualified evaluation team
that includes one consultant with demonstrated expertise in medical claim
benefit management and acceptable to the Div ision, Premera and Aetna, and

(0) during any period of continued provision of service by Aetna under

paragraph (2), Aetna will provide that service at current contract costs with

the Division

DATED ~)/W.

SIMPSON, TILLINGHAST & SORENSEN
Attorneys for Aetna

By /Jon K. Tillinghast
Ah”ka Bar Assn. No. "410109

(
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AETNA’'S FIRST evali:ATION SCORES

Evaluators: Miller ~ Shier Porter Average
Total Evaluator

Scores From ] 2415 1570 2105 2030.0
Aetna’s First

Evaluation !

PREMERA'S FIRST EVALUATIO NSCORES

Evaluators: Gray Jarrell Miller Williams !Average
Total Evaluator 7

Scores From 1692 1290.5 1156 1810 1379.5
Premera’s First

Evaluation

ALINA'S SECOND EVALUATION SCORES

Evaluators: Miller  Shier Porter Average
Total Evaluator

Scores From | 2440 1585 2120 2048.3 J
Aetna's Second

Evaluation 1 e

PREMERA'S SECCM) EVALUATION SCORES

Evaluators: Gray Miller Williams Average
Total Evaluator

Scores From 2207 2160 1990 2119.0
Premera’s Second

Evaluation ]

CHART 1



PREMERA’'S FIRST EVALUATION SCORES

Technical
Proposal
10.01
10.02
10.03
10.04
10.05
10.06
10.07
10.08
10.09
10.10
10.11
10.12
10.13
10.14
10.15
10.16
10.17
10.18
10.19
10.20
Total

Gray

40
81
50
26.5
40
62
"66.5
127.5
30
67
75
34
191
135
104
79
91
69
80.5
43
1692

Jarrell

55
67.5
25
14
55
85
91
85
32.5
60
42.5
45
155
90
50
90
85
70
65
28
1290.5

Miller

25
63.5
25
4
40
51
127
87
11
50
63.5
54
171
72
62.5
40
51
46.5
67
25
1156

Williams

75
80
45
20
60
125
190
120
90
100
75
85
200
125
65
100
70
90
70
25
1810

I
Average

40.0
77 3
33.3
14.8
45.0
66.0
128 2
99 8
41.2
59.0
60,3
61.0
172.3
99.0
72.2
69.7
75.7
61.8
70.8
32.0
1379.5



AETNA's FIRST EVALI ATI ON SCORES

Technical Miller Shier Porter Average

Proposal
10.01 100 55 100 85.0
10.02 125 80 75 93.3
10.03 50 30 50 43 3
10.04 35 25 40 33.3
10.05 100 70 75 81.7
10.06 150 85 150 128.3
10.07 200 120 165 161.7
10.08 150 85 140 125.0
10.09 100 70 100 90.0
10.10 150 75 120 115.0
10.11 90 50 95 78.3
10.12 100 70 90 86.7
10.13 225 200 225 216.7
10.14 140 85 120 115.0
10.15 150 90 90 110.0
10.16 150 95 135 126.7
10.17 150 120 135 135.0
10.18 100 60 60 73.3
10.19 100 80 90 90.0
10.20 50 25 50 | 417

Total 2415 1570 2105 | 2030.0



PREMERA’'S SECOND EVALI ATIiON SCORES

Technical
Proposal

10.01
10.02
10.03
10.04
10.05
10.06
10.07
10.08
10.09
10.10
10.11
10.12
10.13
10.14
10.15
10.16
10.17
10.18
10.19
10.20
Total

Gray Miller
80 75
128 125
50 45
50 45
90 100
122 125

176.5 200

1425 125
92 100
150 100
88.5 80
86 100
207 225
145 100

1335 100
150 '25
115 140
75 100
83 100
43 50

2207 2160

Williams

75
100
45
35
70
125
190
120
90
150
80
90
200
150
130
100
90
90
90
40

1990

M vClu o

75.7
117.7
46.7
43.3
86.7
124.0
188.8
129.2
94.0
116.7
82.8
92.0
210.7
125 0
121.2
125.0
115.0
88.3
91.0
44.3
| 2119.0



AETNA’'S SECOND EVALUATION SCORES

Technical Miller Shier Porter Average

Proposal
10.01 100 55 100 85.0
10.02 125 80 75 93.3
10.03 50 30 50 43.3
10.04 50 35 40 41.7
10.05 100 70 75 81.7

10.06 150 85 150 128.3
10.07 200 120 165 161.7
10.08 150 85 140 125.0
10.09 100 70 100 90.0
10.10 150 75 120 115.0
10.11 90 50 100 80.0
10.12 100 70 90 86.7
10.13 225 200 225 216.7
10.14 150 95 130 125.0

10.15 150 90 90 110.0
10.16 150 95 135 126.7
10.17 150 120 135 135.0
10.13 100 60 60 73.3
10.19 100 75 90 88.0
10.20 50 25 50 41.7

Total 2440 1585 | 2120 2048 3



avMi)al'r: ov M 'kk \\Tc;ci:.s

SIA Oi Al aska

SS;
Firsi Jt dicial Disi uk
1. 1L, MIKE WIGGINS, being llrsl duly sworn, lo depose tiiul say licit
2. | am 51 years old. My home address is 662S 138h PL SW, Edmonds.
WA 98026
3. My current position foi Aetna is Vice Pres.deni National Account.

Seattle, Washington. 1have worked for Aetna for 8 vears

4. The RFP that is the subject of this protest i* to pro\ memedical and. oi

pharmacy | enefit management claim services for the State of Alaska. Aetna and

Mb affiliates have held this contract for these services lor 34 veair
5. My own job experience in this field involves 25 years -directly

ielated to the pricing, operational monitoring, and com idling m health insurance |j
related matters

6. In terms of involvement with health management related RFPs. | have
in question, involvement with the pitor (2) live

Mta'e V AL

had, in addition to the cuirent RFP

year bids, one with NVLCare, anolhei with Aetna, ai.d (1) pi >oi

RFP wiih Blue Cross of Washington and Alaska.

7. My previous past job titles have included. Manager of *\eti.n:! and

Linderwriting - Medical Service Corpoiaaon ol Eastern W'udiirgion. now a

subsidiary of Blue Cross of Washington and A las!l:a. Manage; of Experience

Undcrwritir.g. Vice President of Underwriting, Vice President Large Group

Consulting and Product Development, (All positions with Blue Cross of

Washington and Alaska). Senior Benefit Consultant. William VI Meiccr. Solo

Consulting Practice - Health Care laelical Partners, Dneclor oi Public Progiums -

N VI (’are, a subsidiaiy of New York ! ife

8. My current job function includes overall account management

responsibility for government entities with more |han 3,000 employees in pail of

Alliihiv il ith JYlivi* \\ i«ctyms i.1.)9 02



Aetna’s West re: u . ‘lhe include.". ®a. .0 ili. S M. w i

Idaho. Stat.* of PLv. J , King County .nv.i {<@ Cm. ol'Ke.ittie LI* uincii' i m-lcuc
working with eiiliuct. such as live Mute ol M.i,-...;; acoii.uhaiv ¥ M.pac.'l, a | *lp
them design health eaie programs lo .f.cci li.e (Liaaeia! ihaliei.gcs ihey Il.we

delivering benefits to lheir active and iciiied employee:-'., In nv. current mle. [ al. m

act as the point person m negoiiain future administrative lees, responding to

Requests for Proposals, and service related issue;

9. Specifically for ihe Siale ol Alaska proposal .il i-wuc m this piolesi. |

coordinated ihe responses to ihe bid ijuv.-.'nnn . arid die .e-.por.se il.al ero mo ... ..
different disciplines \vi:hin Aetna Al Lasi IU Aetna staff member m \>cn

committed to insuring Aetna's bid respon.se was complete .aid .clLcJcd .msw-ei - 1.

the questions raised by the Stale
10. By Milne of tins experience, i have personal knowledge and .an

competent to testify regarding die subject mat'er of ihis affidavit.

Aeln.Ts hid response t>Ril* 2Z)-.1"-11)J)-:~94 u . M
No' (smiur 3(1'" 2(105

11. On December 22, 2005, ALINA submitted a timely, complete,
respoi sive and responsible proposal on the above Icierenccd RTF. ihe covei page
of Aetna’ submission is allached as Auachnu’n: 7/ Aetna’s oid response
contained separate responses to Section ~ (Medical, Denial, LTC and Pharmacyv

Services), Section 8 (Mental, Dental and LServices) and Section O (Pharmacyv

Benefit Management Services), file .epaiaie requested responses to ihe RIl:iJ new

siibmiatd because one of ihe staled purpoi.es of the RFP was lo allow the State a

determine whether ;t we.: more economical to awn d all scrv ices on one contracto:

or award r. stand-alone Pharmacy Benefit Management Services coutiaet to

second contractor.

12. Prior to Jan. 20, 2000, the first scheduled award date of any parts of

the RFP in question; | contacted Victor Lemur, who was then the muial

procurement officer, asking if there wcie any probLms with the Aetna RFP

This was due to the fact that Aetna had heard nothing to date ahom Olll
that the bid evaluation

response.
response to the RI P His iespouse was no comment and

would take longer than tl.c original stated dale of .Jin 20"

Allicl.ivil ol Mil.c Wi<‘<iiis I'liyc 2 ol 12



13 On Saturday, Febru;a\ irfd. 200i>y AETNA was nuiliod iha; n

proposal to RFP 2007-0200*5946 was being rcici'cd as being non-re'-poiiMve

This came in the Form oFa faxed Notice of Intent m Aw-aM ihe curunci to Prei i.-ia

wind. Aetna received on dial Saturday SiibavijUuKK, 1 was .:.lb.n.ed .a

Wall Harvey, who was now die pioaircmcnt o:i':e*r. that
Mm*

telephone call with Mr.

Aetna’s bid response was being ijjectu.l as noi.-re.-.po’., e beca*j..e i w...

key requested inlbrmalion dial was ,an of die KIP In die amisc ot Pus

conversation | informed Mr, Harvey dial he was mistaken. Together, we

confirmed what Aetna material he had m his hands and v. hat materials lie ao.ild

have had. Based upon this conversation, it became obvious dial Mr Harvey wa*-

missmg a 6 inch binder which contained die meat of A ana's responses to which

Aetna sent multiple copies to the Stale Again | stated | nad confirmation dial the

State received our RFP bid materials. At this point Wall said he would get bad; to

me within an hour.

14. One hour later, Aetna’ multi-copied bid responses were found in

their boxes in a storeroom No explanation was given n-> to how or why the boxes

were lost, just an apology. Also, no explanation was given as to why they didn't

cal! Aetna sooner.

15. | pon discovering the State's mistake. M: Haws uvik.li.

withdrew the State’s Notice ol Intent previously given to Premera

16. Mr. Harvey also stated dial he needed to sp.al. .v;d. tle it
(ieneral to determine w hat steps needed to be taken
17. Following internal dialog, a schid Jdcd meeting / a . liel.l Il.e

Premera and State Representatives at winch lime the State
| Aetna’

meeting included Aetna,

laid out its next teps in the piocuremcnl process which included (I

newly discovered RI P response would <cccive a direshold evaluation to see it d

was “reasonably susceptible to award?” (2) .vuicc one ol lhe cvaluniois who had

evaluated Premera's fust ollei was absent. \e ag.eeJ liu.t the State could .substitute

one reviewer oi our reviewer pane! fur the purpose ol determining w hell ei we mei

the threshold of “reasonably susceptible to award”; (3] il we met that threshold. die

Slate would share with Premera, Aetna's original oiler beeau.e the otaie h.nt

shared with Aetna. Premera’ unsolicilec. original “best tin.il and final ollei . and

(4) Aetna and Premera would then be allowed submit another best and Im.il oiler

that would be subject to comparative evaluation nnd the best oiler would receive

ihe contract. It was alvvuvs our undeistanding that this second evaluation, in which

x4\ a oi viai* WM. jiis



.0:01 a-d v-wuk! re >v. Uiu d |y ihe wimc

the letter ujx-U'.ilcd .®.Inn, nmi =

Aetna anil Premera would be dueclly

individuals. Jhal agiecmeni is reHeeled in

.Mole that this agreement only permits one dil.'cicnl i.wiovci to review ihe

of whclhoi AeU'.i''s piwpo.-,.,!]' w..\ 7:w. xa.al ! so;-.cptilh." m
ihe 1Mv h.h

threshold question
(*\eina was not told, .mil was not made awaie .m the time. ik.il

award"

iiihs.litilled i*vo e\alu.iiors foi even ‘'die [lir | “i - I < .., ut1- n
evaluation). Nowhere in ihal agreen.eni did Aetna agree lo multiple ilideivn
reviews in comparing lhe linal "best and final ollcis' ihal would be submitted lly

both sides, and under no circumstances would Aelna have agreed Ilo such an

arrangement.

IS. Aetna's initial responses were deemed Acu;x#nnbi\ susceptible

award,'”and tlierelore, thereafter, both Aetna and Piciiicm Miiuniitcd best and lin.d

oilers.

19. lhe Division advised both proposers that they would .submit ecitu.

questions to both proposers to clarify or improve both panics' pioposab.

However, the letter to Aetna only posed three pages ol very limited clarifications

4 aese clarifications questions appended as An chmeni ;

20. On llic otliei hand, the Division served 62 | ,.gcs ol detailed question;
on Premera over the course of npp >ic:illy sevcial weeks | he que--lions submitted
to Premera aie appended as Ainu 'uncut 4

21 lhe RFP arks the offeror lo agiee Il/a! ilw Pi an.over 85"..0f ail

telephone calls within 30 seconds m any given montii or lace pen.dues RFP 8

10.1 I(a)(i). In its original proposal, P emera “disagwcd"™ with ihir elcn cia of the
RFP. Sec Attachment 5C at Miller': Evaluation Note?. Sec m[tnidmn-nt 5c a!
Hus caused Prerncia to lo e po.nt on tins sue in it-

Gray s Evaluation Notes

first proposal, receiving oniy 2 points from one evaluate'! (Gray) and 0 from

another (Miller) out of a possible 55 points. Sec Attachment SC al Miller’s

Evaluation Notes: See Attachment 5C at Gray’- 1valuation Notes To raise
Department asked Premera to "clarify that it would

it said in its pioposal

Premera’ point total, the

answer 85% of rd! calls on a monthly basis, despite what

Premera Response at pg 2“ In lesponse to lhe Slate’ suggestion that Premera

change its position, Premera agreed to the State’ demand. Up As a icsult,

Premera received 3.5 added points from one evaluatoi (Gray) on this particular

Performance Standard issue and additional points from another (Miller)on this

particular Performance Standard section in us "best andlinal™ proposal See

Wild.ml id Md.c Wiggins Nig. 4ul 11
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ma Miller's kvaluali. n Notes; .vtJ mthielmn * >/; |

Evaluation Notes.

22 The RI:1J asked whclhei the offeror i.>pivp..nd to olfvdiie'i kg * vit

benefit reimbursement. RFP 5 1014(c) In its iigmal proposal.
I ihe RI P S.. mlttachmm." NC.ii MilleiN

of participant
Premera answered “no"™ to this question
Evaluation Notes; Sec Attachment SC .t Gray’ Fvaluation Notes. I his caused

Premera to lose points on this issue m its firsi proposal, receiving only [I(> points

from one evaluator (Giay) and 0 points from another (Miller) out ol a possible 25

pomis. See Attachment SC at Miller's Evaluation Notes, See mltttuhment fc

Gray's Evaluation Notes To raise Piemera's point tolal. ihe Deparimenl asked

Premera. when 1l had already clearly answered "no” m lis original proposal, to

desenbe how Prcmcia would meet the need for ducei deposit Piemera Re\nonse

at pg 33. In response tu ihe Slate’s suggestion that Premei.i change IS powiiun.

Piemera agieed that it would offer this servtee Id_ As .l lesuli. Premera icceivcd 9

added points from one evaluator (Gray) on this particular Performance .standard

issue and additional points from another (Miller) on this pamcular Peiion .-.i.c

Standard section m its “best and final" proposal See Attach ,en: sfj >i MnleiN

Evaluation Notes; See Attachment SO at Giay's Lv.iii.ain . No:.

23. The RFP asks the "offeror whethe: 1l agiees to allow tees vvrihin il

greater of 10% or SJU of | 'CR witliout icduciion™” P! 1”: IU U5L) In iF r

proposal. Premera nnsweied "no" to lins section ol the RI-P See itfachmeiii 5C at

Miller's Evaluation Notes. See AnalJdimeni SC at Gray N | v.ilu 'on Notes ‘lhis

caused Premeia to lose points on this issue in its fist proposal, .ceeivn g () points

from two of the evaluators tGiay and Millei) out ol a passible 20 points N v

Attachment SC at Miller's Evaluation Notes; See A(fat hnwnt SC a Gray N

Evaluation Notes To raise Pren era's point toial, the Department explained to

Premera that "the Rl P required olfcrurs' to agree to 1! * L'C'R piocedurcs” and

asked Piemera whether it could agice to thus piuccdmv allliough u originally

answered that it could .10! Piemera Response at pg 12. In response to the Stale's
explanation and question Premera changed its position, Piemeia agreed Iu ihe

State’s demand. hi As a result. Piemera received 20 added points ivm
evaluators (Gray and Miller) on tins particular Peil'omum.c St.aid.ml | .tie in in,
"best and final" proposal. See Attachment SO at Miller’s Evaluation Nines. Nv

Attachment SO at Gray’s Evaluation Notes.

24 The REP asks to the offeror "ftlJo what degree doer the offeror agree

that they shall reimburse the State lor any overpnymeni enoi m excess of V5t

Alliilnvit dI Mil,i Wit [iiS



RFP 8 !10.1 I(7g) (i) In its original pio'pu.x«i!. Piemera “disngtvei with tins clement

of the RFP. Sec Amu hmcrni 5 f at Miller’s Evaluation Note-: Sc» Atnuhmen! S( al

Gray’ evaluation Notes. This caused Pienieia to lot.c points, on this in no is il>

lirst proposal, receiving only 3 points from one evaluator (Gi;r») and 0 Irian

another (Miller) out of a possible 5 5 points. See Attachment SC at Miller's

Evaluation Notes; See Mtadunent .H' at Gray's Evaluation Notes lo lame

Premera’ pom! loial. the I> partmenl asked the question a second lime when

Premera clearly "disagreed” with this element of the kt-E Pumciu Response at

pg 27. In response to the State’ suggestion that Piemera change its po lion

Premera agreed to the Stale’sdemand, kh As a <*siill. Premera received j 5 added

points from one evaluator (Gray) on this particular Pei foimance Standard issue and

from another (Miller) on this particular Performance .Sinndaid

N proposal See Aiuulittlent SD at Miller’s Evaluation

additional points

section
Notes; Gray’ Evaluation Notes.

25, The REP askswhether “ihe offeror agrees to use a data processing
system that is compatible with the State's system and that can pioducereport-

[containing key statistics] . in a timely fashionO" RFP 8 10.02(A)(e) In us

original proposal. Premera could only produce annual reports containing key

statistics. See Attachment SC at Miller's Hva.aation Notes. 1h;- caused Premera

to lose points on this issue in its first proposal, receiving only 0 points liom one

evaluator (Gray) and 0 points from am -r (Miller) out of a pos-ablc 12 point:

See Attachment SC. at Milier’s Evaluation Notes. See -lttodiment SC at Giay s

Fvalutioon Notes lo raise Premera's point tot;;l. ihe Department a ked Piemera to

‘mclarify” that ii could produce monthly icpoiis ihal included key tanstics

Premera Response at pg 2 in respon: e lo ihe Slate's suggestion ihal Premem

change its position, P’cmera agreed to the State's demand. FT As a lc.mlt.

Premera received 6 added points from one evaluator (Gray) on this particular

Performance Standard issue and additional points Irom anothei (Miller) on ti

Standard section in its "best and final” proposal See
Notes: See Attachment SD al Giay’s

particular Performance
Attachment SD at Miller’s Evaluation

Evaluation Notes.

26. The RFP askv

To what c\ient did tkie offeror agree that some oi till ol lhe work
associated with this RFP woukl be performed m Alaska within six

months of contract implementation

VIlitlit il ol Mil.c Winbllls



I low .ell Jul the t'lleior adequately dc.s.iibc wlud. in.ict mon-

Alaskans will pel form and list ihe uppim Minum number ol'position

Did live , also note wlicic these positions v..mb. e Mv. tc»il

RFP 8 10.10(a) A: (b> In Us original proposal. Pic rera answcicd “Ye * wulum.i

an explanation to the first question and gave an inadequate answer lo the sc.ond

question See Attachment SC al Miller s Evaluation Notes; See Atuu /niieni SC a!
Grav’ Evaluation Notes | his caused Premera lo lose points on this issue m it
[N

proposal, receiving only 67 points from one evaluator (f:,y!l and a ! ;
150 points. See Uiadnncnt SC at Millei -

original
another (Miiier) out of a possible

Evaluation N ues; .See Attachment SC at Gray’ Fvalualion Notes One evaluaioi

(Millen noted that Premera’ answer was iiuKlcoa.ue See .lin/chnem SC al

Miller’ Evaluation Notes. To raise Premera's point total, the Dcpaitmem luld

time employ ees that will compose

" Premera Response al pg 24.

Premera io “define ihe i umber ol dedicated full

the team, defined by function and listed by location
In response to the state’s suagestion Premera added a ciiart dLacnbmg iiil the

functions Alnskar.s will perform. (2) the number M position'. and G;j **hew

positions would 'e located IJ As a lesult, Premera rciuved 5U addmonal points

from one evaluator (Miller) and S3 from anoihe: (Gray) on this p.uiKulai

Performance Standard section in its "best and final™ proposal Sei 17,. [;:vua>

at Miller's Fvalualion Notes, See Attachment SD .4 Gray's Evalnation Nou

27 lhe RI I' asks "(t]Jo what extent ate thud paitv suheoniracluis being

used to satisfv parts of this RI'P/" RFP Vv 10 01(a) In its original piuposn!

Premera did not include m wus answer discussion* regarding sub, '.v e

PointShare, Subimo and <areMail; Premera Response at |g !
Piemera to lose points on this issue in its original piopusal. receiving 5 points limn

one evaluator (<nay) and 0 points from another (Millei)out of a pos iblc 20 points

Sec Attachment SC at Miller’s Evaluation Notes, See Attachment SC at (.ua) s

Evaluation Notes To raise Premera’ point total, the Department told Piemeia to

discuss its relationship with subcontractors' PoiinShnie, Subimo and CaieMark

Premera Response at pg 1. In response lo ihe Stale’s suggestion. Premera filled in

the issue, hi al 1-2. As a lesult. Premera icceived 15 added points hum mic

evaluator (Gray) on tins particulai Performance Standard issue and addmonal

points from anoihe; (Miller) on this particular Peifoimance Standard section in its

“best and linal>” proposal. See Attachment SD at Miller’s Evaluation Notes: See

Attachment SD at Gray's Evaluation Notes.

Alliilux il ol Mike WiLfNns 1 i



28 Ila" RIP asks "|I|lo w hal c\E*nl did lhe ollcn . ol lei oilin' dedicated or

customized services lo ihe Slate'" REP 8 IP 1-Mi'mii) I» I[E ungmal proposal
Premera did not offer any other services. .Sir Attachment SC at Miller's
Evaluation Notes. One evaluator noted that "ciu:lcmr/;mon n. i addressed ’.aid ",;0

other services offered.” See Attadtment SC at Miller’s Evaluation Ed-'e,

caused Piemera to lose points on this issue in us lirst prope».il. ;cceiving V points

from one evaluator (Miller) and 0 liom another (Giay) out ol a [»os>ihle 12 >

points. Sec Attachment SC at Miller's Evaluation Notes; See \nodtment C al

Gray’ Evaluation Notes. To raise Premva’ point total, the Department asked

Premera, when it clearly did not oiler any other services, lo rc-answei this

question Premera Response at pg 36 In ic-pon.se to the Slate'.-, suggest.or.
Premera filled in the issue kl_ As a result. Piemera rcieived 6 5 added point.-

from one evaluator (Gray) on this parliciilai Peilurnianee Standard issue and

additional points from another (Miller) on tins particular Pei foi malice Stand.ui!

section in its "best and final” proposal See eUtadnnem SD al Miller';. ! vali.am.u

Notes: See Attachment SD at Gray's Evaluation Notes

2SA. In their original response, Picmcia indieated that they would he

charging a S5.51 /person network' access fie— a fee that ++o0ld M | abo a v

million over the three-year connoet period. On February 24. in.tum i>\- hehi.

Premera was due to file its "best and linal offci.” the Division iugge.md n

Premera that they find some wav to ealegorve this cost olliei than av i"Il. =" P
person charges tend to be very visible in eo-l calculations Eiemcia -a, in.-
Division’ cosmetic suggestion, eliminating all netvv.uk acces- lee- A- a ic nil

Premera received 16 addiliot.a! points from one evaluator (G ay) and 54 1lor.',

another (Miller) on (his particular Performance Sian !ml| seclioi in its “best and

linal” proposal. See Attachment SD at Miller's Evaluation Note . See Hun < rant

SD at Gray '$ Evaluation Notes.

29, We also repeatedly requested that I|he State provide wus with the

evaluation notes of all evaluation* However, the Stale ha . only pur d.J us v. :di

evaluation notes that appear incomplete and confusing. The evaluator notes ihal

ihe state did provide us arc appended as Attachment S(A)-(D)

30. These are the services that Aetna is ctiriently providing lu the State

under the existing medical claims adnumstiaiivc conti act



1 Medical

* Denial

* Vision - ManageJd and Indemnity

*Ph.uni.ki Rvkul Card. Mail OJcr. Specialty, I'apc Tmn .action
* Cobra Adminisirabon

IntliNialu.il Irill:i'g \ilir,ia;. i

*

Employee Asskiai.ee Program:'* (PAP)
Flexible Spending Account Adim untraiion
Managed Behavioral Health

* Long 'lerm Care

* Preferred Provider Arrangements

* Centers of Excellence

* Medicare D Aclmimsliaimn

31. Aetna is the nation’s third largest medical can.ci -ill". | =8 mdliu.

medical lives, 13.1 million dental live.: and has a significant presence in the

nation’ top 500 largest companies Aetna is icady, u ilhng and able lo perlorm ah

cuncnt services vvithonl interruption il it is allowed m continue to perform unde

us existing contract pending the outcome o’ this piote > and appeal

32. As a company. Aetna . committed to insuring that the State’s

employees have wunmiciiupled .-civices during the protest and appeal period

Should the ultimate outcome ol the p:o;e.st pieces;, be a re-hid or an exlea.-ion ol

the existing Aelnn contract, WE will woi! with ihe State to develop a procc--—to

continue our existing fees and administration wuntil ihe piuteri and appeal s

resolved. Although the Suik by statute is rcquned to ie-bid some services every

(5) years the e is precedence to extend a Coiitiact ft: .. puiod ol lime beyond (.")

years if it is in ihe best interest of the Stale and it- employees hoi example, the
current extension of the State's Life. Disability contract with V aim wont beyond

the statutorily (5) years and the piesent (I | year extension of us cuncm eonuacl

with its benefit consultants beyond (5) years

33. On the other hand, if Aetna is not allowed to continue to pci form
pending the outcome o! tlis appeal and piotest, a
llie following is based upon an

under us existing contract
significant amount of shorl-term harm will occui.
intimate knowledge of the State of Alaska’s employee population and observations

of 2 transitions by tins population to new carrier platforms in the last 10 years -

(Aetna lo NYLCARE and NYLCARD to Aetna) In addition, it is also based upon

ViLid;iMI . Mil.c W r¥m'e<n 12



lecent cl:scii.r>u»ns with Municipal clients and potentiiil new <clients who ‘'.ere

determining lend times of when to co to boland ihe +>j>;0op. taic tun .niun period

Lead limes averaged 10 to 12 months.

34 The State of Alaska has a total membership of approximate!? ON.oOt).
of this number 14,500 are active members and 54,000 me iclued no.n . i c d ¢
in all 50 stales and several I'oicign countries hue to the Ing.li immbci ol remcc

lor chrome diseaiw winch involve-
hi

many State members are undergoing care
constant interaction with the medical community aid any <change oi to .

administrators must include intensive communication with the effected partie*. to

insure that disruption of service to these ill St .tc of Alaska mernuei.. who a- *+ n
course of treatment does not occur

35. Additionally, because of the high retiree population, the State h..>
almost 1,000.000 piescnpnons tilled annually This significant wutilisation ol

prescription drugs requires by law some mteiaction with medical provider- to

obtain a prescription. The State must acknowledge that in many cases a new

prescription and a subsequent office call and in some ”“nses multiple office calls

will be required to obtain a new piesciipnon 1lo be submitted to the nhew
Admimst.. tor

36. Presently, the State is undertaking a positive open enrollment pioccs
for its retiree population to msiiie that only eligible dependents me c. vcred !y the

State’ benefit plans. At present lias is an tin-complcicd task that will icqiiue hi.ee

man power commitment to complete. Tins process must be completed so that only

truly elmible letnee rnembeis receive Identification Oads hum a new
Administrator.

37 The State has only limited ability to communicate to its letnee
populations on the complexity of any transition to a new admimsiratoi In a shon
period of time the State will be challenged to communicate significant number ol

changes and by the sheer volume of information it will appear contusing to this

population

38. Presently, it is also on Stale’s docket to draft new bene 111 booklets loi

its retiree population. Again this will be significant manpower commitment by the

Stale as it is planning a transition to a new Administrator. Significant questions

will be asked of the State of Alaska by retirees who me mailed these booklets.

AllidiOil ol Mike Wij"yirs Fiiyc 100l i:



3V. Lastly, the Stale's Remanent and Benefits is also scheduled to Dime 1

new retirement system online ihb summer. liven without a transition to a u .\

earner the division’s icmhiiccs have been sti .itched lo tile maximum

40. There will also he hardship caused to Aetna 'ilom m.media.c eh

including the follow mg:

Closure oi the Aetna Juneau O ffice
Closuie ofthe Aetna Anchoiagc O ffice

Loss of Alaska |obs by both Aetna and Magellan

Overall potential loss of 40 |obs in itisi Aetna - some oi lhese Mall have 21,

tenures Ml servicing the Stale of Alaska employees many have at leas; 10

year tenures.

41, li has been difficult to gei qualified mclividuals to reside 11 Alaska and

we don't want to lose ihe one’s vic liave Today there is also significant walk in

traffic to both Aetna Alaska offices by retirees by vuiue of the complexity of then

bills and by legislative staff during session Over time many deep peii.nnT

relationships have been established between Aetna .-.atf and the membeis who the;

have served diligently I his transition will be vci. diifi.ull 'm .1 |e. . 11t.

close persona! ties to Alaska Care staffboth in Juneau, Anchomec, and Sarnie

42 Aetna submitted a sepaiale proposal lor pioviding oily
pliaimaceutical benefit management service:. This type cf stand-alone pinpo* il

specifically requested in the RFP and wa> thereto e esj V.. e >SI e |T 1
.land alone pioposaU would be evalaa'rd 11

P.I'P IV: 'M

Mthough the RFP promised that these
ihe overall cost e' alualion ofprov iding the «civ ices coveicd by tin

never conducted such an overall evaluation, and iheiefom had n Cisis For

determining whether it would have been more economical t split the ccv.iV'1

between one eontractoi for medical and other non-pharmaccutical seivice . m:
another eontractoi for pharmaceutical service . Ba.-vd on public inloimanor. in
available to us, and set out in Fxlubit | to 1hr. A l'lidav 1 n is appaieni Il il die Si.lie

the confi.ici by

I:\h,bn | Vow

would have saved appro,\imately S3 million ovci the course ul

selecting Aetna’'s stand-alone pharmacy offer (ihe numbers .
higher pharmacy numbers foi Aetna than lor Piemera) Illovvevei il is inipoii n ; ;o

note that pharmacy numbers aie reported as rebate numbers id'undauie to the > ue.

so that the higher the rebate number, the lower the cost to the Slam



a great deal ol variability in scoring ly mch\ kk.al .scorers for the non - cost CO'.u
portion they reviewed. Ibis variab.hty or statistical bias can be ob.-.er\ed by if.
different scorers totals. For this reason the need to have the same re\ icwei: is
staiisticalh important so that all scores relied the same | las in their totals It i
also important that all bids have the same number ol re\ icweis. it not. the

weighting of a different number ofscores will distort the outcome ol the sc >mg

process.

Further your affiant sayeth naught.

Dated this clay of March. 2000, at Juneau. Alaska

Notarw Pubgic in and for Alaska

*
e : : . v
My commission expires i e e

P.i-ic 12 ol 12



R ebates Integrated Pharmacy

Aetna proposed rebates

Retail rebale g'tee

MOD rebate g'tee

Basis

Estimated annual i..tail scripts

Estimated annual MOD script*-

Estimated annual retail rebates

Estimated annua; MOD rebates

Estimated total rebates

Premera proposed rebates

Retail rebate g'tee
MOD rebate g'tee

Basis

Estimated annual retail scripts

Estimated annual MOD scripts

Estimated annual retail rebates

Estimated annual MOD rebates

Estimated total rebates

R X

Premera -

Year 1 Year 2
2006 2007
S 4 53 $ 5 03
$ 15 05 $ 16 70
Per valid Per rebateable
Script Script
770,418 707,871
95,220 87.490
$ 3.489,994 s 3,560.591
S 1,433,061 s 1,461,083

$ 4,923,055

Year 1
2006
$ 308
S 9 77
Per Script
854,400
105.600

5 2,631,552
S 1,031,712
S 3.663,264

$ 5,021,674

Year 2
.007
$ 3 40
$ 10 66
Per Script
854.400
'05.600
2,904,960

$ 1.125,696
$ 4,030,656

Compared

to Aetna

Year 3
2008
4 77
$ 15 86
Per rebaleable

Script

707,871
87,490

S 3,376,545
$ 1,387,591
s 4,764,136

Year 3
2008
$ 3 50
$ 10 98
Per Script
854,400
105.600

S 2,990,400
$ 1,159,488
S 4,149,888

Integrated

wn

$

*» B

10,427,129
4 281,735
14,708,865

8,526,912
3,316,896
11,843,808

R X Rebates

Under Section 9

Note information contained

in Aetna Section 9 Response

Note Information contained in

Premera's Integrated Medical Response
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SUPPLEMENTAL AFFTDA\NIT OF MIKE W JGGLNS

il ATE OP
'mOIi.ATY or-

I MIKE WIGGFNS. being first duly ‘eworn, do depose and say tbar

]- This affidavit supplements die information contained in paragraph 2S of my March >
1006 affidavit;

2 The network access fees discussed in that paragraph totaled approximately $0 million
over the course of the contract,

3 At the Division’s request, Premera stepped referring Lo these charges as ‘netwot k
access fees,” and labeled them instead as claim charges, Because network access fees arc
included in the reported "cost” of die project, while client charges arc not. this had the effect of
appearing to reduce Premera s bid by $6 million, when, in reality, that SOmillion had «ctn.h =
ijtt been moved m another category' v. here it would not show up as a project cost.

f. The methodology and information 1 used to reach this conclusion it appc *co f=th s

Supplemental AftidaMt as Attachment 1
Further your affiant saveth not, A
DATED this 10" day of Match. 2006 at _ /0 jS j? L <Z<2~
"'7) «Jul IA)uj-~z>.
Mike Wiggins /Uid
SUBSCRIBED AND SWORN to before mejjjif-JO*1d"y of Mari#,
m,AS/2L -fo. I=c5-"_| " -

Notary Public/fi nnd for ~ashington

Mv commission expires y?_/z/s —
/

Attachment 1
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Progression of Premera offer <o the Stato of Alaska

A8 of February 14, 2006

3 yeai Fees

2 year Network access *ee

3 year Fix Reoaie guarantee

3 y.ar network oa”~ros retained bv Premera (d 12%

Total cost lu Stete o' Alaska

As of February 26 2006
3 year f ees
3 year Nelworl access lee
3 y<\ii Fix Rebaic guarantee
yea' network savirics retained bv Frempra (&> 30%

fetal co:i’ to Stats ot Alaska

C oo

th thth n th

30.9i>1 ,u35
0.680.213
(9.000.000)
41779,5?0
33.611.473

30 951,032
(9.000,0W)
11,949.813
33,y0(i.648

ri

2

*eo

I"'AnL PeiE .U

*{



Premera |«&f

OHMt-Mi* IXiif IWU) W fIVWUNA

The fallowing network snvings guarantee replaces the answer provided lor Section
10.11, patfo 25 in the Best and Final Offer Clarl'ication Questions - Steft- of Alaska

submitted on February 13, 2006.

Pljase explain Oiw network discount guarantee nrrangeT.ent a'i mentioned or p*{>(

37 of P'wrnara'r. proposal.

Na.-nury Blue Cross Blue 3hif.iu nf A/asr.a will guarantee nptwork savings of f '00 oo per
emplovc-P per month resultncj lionr tne use of Premera s Alaska and Wesiincjlon netv.o'k.
ard me national B'jc Cross Olje Shield BlueCard retwork program Tne flowing tut &

epmtents agg’egaio ne!<vork savings cutsido of tne style of Aicsra

Aflgrnpatfl Network Discounts
(miUidi of A ask*i

Arirons Callfornlj Drrgon Weeninflton

S7% 52% 39% 39%

Network savings In excess of S1C0O 00 per employee pen month will be snared between 'ho

Sale of A asxa anc Premera Blue C'oss B'ce Shielc o' Alaska The Stale c» Ajias>,a w 1

re'am 70% of the amounts over S100.CC per employee per monn Frempr.j Bits Cross

BCe Sn eid of Alaska will reiain 20% In tie event iha; 'ho savings erne less man Si 00 00

perempicyre per mont*. P'cne'd Blue Cross Blue Spiels cf Alaska w.K reiTbure-b ihe

Stale ol A aOka 30% of the dffe'ence between lhe savings »rrioor: per employee pot

ancm!n dnp MODOO per err.p.oyre per month

Approach
Fram-c-ry D.'ne C’cti B'ue Sh eld of AI3Sk3 vvil prPdLCE a cuade-rly rep >n Went fying b led
charges ‘or in-natwork nee cal claims compared tc tne rr-network provider ailowal's

charges The difte'ence between these two emerges is savings Tre savings aiv turned

into per cmp'oyoe por n'onth savmgs over the qua’ter by dividing h> the '\,mber o’
employees coveme over the ihree-month conod The 'eport will be produced 300aVs a?te»;
tne end of each qu&niy and tne gjaior'y results wH be seti'ed 4-5 bays aher ihe quaver

ends Tho fna nmourtr dje. fany wil bn reconciled and cue £0 cays after the close of

‘ne policy y»?2.sr

P»fftrT,jnce SUY'SSCs Sy T3>  Sra* r.! Ajims
rniv.j-v PS PQO
wewfo  f-'cu 'V a- junefOP Du;c5u 10
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P eesn tb'Tii' f ;fio fo:io*ving components of your ".OVtcr. fen for year 1
fhs s for 'nfcvTationai purposes oY)

Prccertificaticr and JIMcnnon Wavier

Large Cato Manager ent

CCBRA'Cofitiriuol-on Aifmri  jfiofi

Hf)h Risk t™alerriiy

We inossPeteni EdLcanor

EAp(tv'anaced Mentt Heaitr
Pt'ii: rr’'ECy Netv/ork,/Administration

Vis &n NolvvorK/AcJdmiristraLon

Ka'o (1): n!he evenlo' ;eimpp-aHor' 0? ocnip'st'Ci'On services. oi aan ms'/ation 'ce of a°/( of
cidi s pai.. ahe’ the cate of te"r -enon Wiire rr.aoe

5ti. tfa

Included in
Purer, fCStion
S0.39

mcludea in
Orecnnilir.;iion
included m

P ecenrficalion
<? 2D

NO ckorpe

No cOfirge

>3 76

relumed |n
frnc*rlific3ton
SO 2h

na-idc'd in
PrecBflE'Cattori
Inc-1jGM in
Preceri.ficaticir
S2 09

n charec
‘wot applicable

Note (2): A $*? per monti o.ir-g fee *m: be eppi-ec to O any sef-psyrg re: row;

V I'lif.irrdwc.c 1ani™ Ol 0-»i e «>% MOw

wC'o>"r

yv-~>

&r 0B-'0:3

PREMERA 14V

CEEES=IEKK22i2.9i

- 6'flir c4' lout*

pKprujry

:C06

pr?NO .nor-oriy-sw



Premera |#1
+LUC CROSS tU * f|E2E82223

H?bruaA® 27 2C06

Mr Wail rcr-cy
h'cntjacting Manage

Oopanrnem! of Adrmistrolon

C ¢ Sioo of General Services

3';3 /iliHoogrihy Avenue 1" ".cprStaM Office Ecitoitig

Juneal. AK 5p96H-WO03

Gear Mr Harvey

Tt-ar k you ogam. fcr ;r,<- opportunity io prcviac aocKior.a cla'l'lcahor: and our '‘Best and f rj
OTt uers -molly p'tasec lo rea" m>cj* comm fry ent to lie State j' Alaska

t:t
Itn eve: Pvrr.p'P Rlge

. ross Biuv bhieki o' Alac-k? *s uniquely quaf-hed tc ceiivei tne lowest net posi wn e prove *9

Cvista".:

71-e -igti

*

r 3 >c,v :e to me State o' Aiaska jpo tc members

0* Prpnv’j Bite C<.sc 5 jC Sr old of Aas.a s p'tpcsalto tfe Sij'e t'c~de

S.gojPporU Chbhirns Sav.nps
~h* State 0' Aaska ah'. au*>eve s: east S45 million in ref additional claims ?avingsm

thr next three years (tefore hrgit' cost inflatcr) In m.gn tre .se cf tr.o H ¢ CressBico
Sr.ield networks These savings j 't over and above savings now achie.ed us'ng yc*.*
st.r'cn: adm r.strato's nelvc'<. aro after srannq any opr. df psdo'nti ice w tn Rien ere*

To support tn scla r* .ve have ocucee cu- adm n.straliv? fees cy '.3%, elinvnated

p'-.gnrricy fees and network access fees pus placed aart ona amounts at risk fr;r; jim ;
d sccuf't performance n othei words, the Etate w:..i not pay unless Prenr.era Blue Cross
5as Ehc o :t A aska at* wens Ilhe network claims savngs Meeting c ¢ savings

ccrrin f"ents was ar»g element 10 0." sue. ss« with MiCfoKOM and .Ve>e” aei sor, both

C'tnts w o0e nappy io validate* tn.j ach *venas«*

ffp OJfprLSQU
“C State of A.askq wili have the secunty of an all-."tc _*n.0 fee S'rj.nyement, otKr>r than t *

i'i&jiiy htfr*: fi<j upborn services Tlvs includes rnmcva of f e pharmacy jr.ninsi alion
‘te p'cpor-eo wncsn hio Elciip req”esleo nrcept of Mil pharmacy ropa’c-s as wo. as renewal
o' tho r.cta*3'.t;y uiliod oh.-vge 'or use 0! the- nations’BlucC-urc network Addil.orally we
have %0,v included 65 hours cfbairuria p.uvrj'io I)y Comps/ck. the FAR vendor pa'tne’

Guaranteed Resells.
in accition to weaving uoi pharmacy ad.Tim/.insnon fen, we ore new Guaranteeing h

rrtiriipium of S3 million n annual pharmacy rsbatos Moreover the State oa.t also shait*
cur corfioence n cur aDdity to meet our cumrKments as we ao? doubling f',c $ Mia;5

' sk in ovr ctngr Perfprmanco Guarantees in each catGqo ‘y.



Premera i <&@

CTsnasrtK im si

dedicated customer sernce representatives, these representatives se rve
curienl Premara Blue Cross Bu- Sh'eld of Alaska members
Tho orici'nal bio roleci a customer serv.ee staff of five 'ocated r Alaska "he
fvo r.dudc-d the two marketing iaisans a®d one customer service
reD'esentaf.ve noted above, in acr Tor to the two new Marketing L aiim'S
abdicated to the Slate of Alaska, "hese three stcPfwere noted becauro Ha-/
cor provide back-up to the dedicatee Siaiu o' Alaska staff

|

Al' other Sta'e of Alaska customer service and cicums staff w;ll be located m
Ivio-j.otlake Te/mcc, WA. Howevei i’ cuctomo' service volumes in
Anchorage or Juneau indicate a need tor add:! ona! staff, Premc-ia 5'uc
Cross Blue Sheid ot Alaska wit’ add appropriate staff to tie meet tho

volume.
3) Pages JO and 31 of 47; answer to 10.13 d);

Piovide In dollars the BlucCard access fees and administration fees
expected to be charged annually by the State of Alaska for use of the
Blues network for our population? Is there a cap on these foes?

As outlined mtne Performance Guarantee section oi the RFP, Here is sr
access lee charge lor tne use of :re BlueCard network. Tne access fee is
criarged as a claim charge. The guaranteed access fee is $5 5’ per
9''olcyec per month. As He ’ee is g.emrleed a? a per emp:.cyee per
rnorth cr.ape the cap :s $5.511ros the rumfcer c employees nsr month

hrres ’2 mcr-ths.

The access fee works with iue "erwotk savings guarantee as fc ‘owe

Prer°cra B ue Cross Blue Shiv <0’ Alaska w Il guarantee netwek savi ic-
0' S"00.00 per employee oor month resulting irom the tet* of R'emeu s
Alaska arc Washington netwcikc and tne national Biue Crocs But? Shield
BlucCard network program. The following table represen's aggregate

network lavjncs outside o' the state of Alaska.

Network savings n excess of $103 00 per emp.cyce per month wi i be
snared belwecr the State of A ac<a and Prempra SLe Crcss Blue Shield
of A'nska. The State of Alaska will retar S3% of the amounts over S'CO 03
per employee oer mcntn, Preme-a B'ue Cross Blue- Shield o' Alaska will
ieta n 12%. In lhe event that ‘he savings 3re less than $100.00 per
employee per month, Piemera 6iue. Cross Blue Shieid of Alaska will
reimojrse tne State o' Alaska 24%. oi the d Terence between the savings
amount per employee per rnor th and ICO 00 per employee per month
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Approach

Premerh Blue Cross Blue Shield o' Alaska will produce a quarterly repcn
ider.tifymq b lied charges for in-network medical claims cornparea to the <-
netvirk provider cHowahiC charges. The d ffereoce between these hvo
cha fes, minus the BlueCard access tees, Is savings Tre savings, are
turned into per errp'oyee per month savings over tne qua*ter by dividing by
the r amber of employees covered over the 3 month pc-nod. The report will
do D'oduced 30 days after tne chd oi each quarter and the quarterly resc is
will be settled 45 days after the cuarter ends. The fina amounts dje, if
arty, w-.I be reconcied and due 90 devs after ihe close cf the po icy year

Page 33 ot 4?; answer to 1P.14 a),
[

Tne State ot Alaska plans produce over 100,000 claims per month not
including pharmacy. PBC reflects that 90% of claims from our
population will be auto adjudicated. Currently, based on December
2005 volume: 11G.119 claims; the actual auto adjudicat;on rate
experienced was 40%, with 60% of claims manually processed, which is
ihe typical percentage experienced over time. Please describe the
rationale that PBC used to conclude that 90% of all State of Alaska
claims per month will be auto adjudicated. PBC must confirm that it
can process In excess of 100,000 claims per month regardless of the

adjudication ratio.

N-emera Slue C'oss Blue Sme'd of Alaska is very confident tra! if can
process nex:ecs 0; "00,300 cla. ns per mcrfn regardless of tho

adjudication rate.

The to.low ng det mtiors arc calculations crovide further ciEhflcatior to
tne O'ccess for de'emnPing trr. appropna'e r.umaer of claims cccessofs tor

tne State o( Alaska,

AssuTt tuC 000 cats per month receive a for processing

» 10,000 c'aim's wdl require manua. €Ntry and adjudicaTor

* 90,000 claims will be electro- cc Iv ente’ed into tre system - eiihe’
through EDI or Optica! Character Recognition (OCF)

* 45,000 of these claims will oe cenoed for man :U\ rgvew aid

acjudication
* 45,000 cf thoso c aims will be paid through me system with no manual

intervention

CM.iica:,or Quonhrj! Sea jtr; SM! - <0 Air.to
Foorja” vj
PIClamR
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Constance Hartle

From: Englehart, Tom J. (TJEnglehart@mdgellanhealth.comj
Sent:  Tuesday, March 21 2006 11:06 AM

To: Sen. Con Bunde
Subject: Aetna protest of State Employees & Retirees Medical Plan Administration award

Hello, Senator Bunde;

| represent a 26 year old Alaskan company, Magellan Health Services, based in Anchorage, which currentl
r0\9| es empl oyg a33|stance and maﬁ gd me taflhea?th services to State of Al ia r%lo ees and retirees,

e have served the State for the ttﬁm en Vears as. a subcgntractor to Aetna HeaIth aré which currentl
\élemsters the overaﬁ ene?lt tgartp medli caF de ta{ al, vision, etc% Y

%gou are aware, In the recent biddin da(I] process for the State's health plan administratjon contra?t tha,tveg es into
ct 7/1/2006 there were substar megwtles and " rre%ulannes As a result of this senous Cy
<t/)\,ro(;ess the State i|gnedacontract with Premera Blue Cross/Blue Shield Inthe §Jast week. replacing Aetna, | am

|t|n9 0 ress)egtfu request that f}/ou qu%stmnt e Department of Administrati élbout the details"of this flawed
0cess and support Aetna’s effort to have the contract with Premera cancelle

Aetna is exercising its right to protest this award on the following bases:

m Two different teams of evaluators %raded the Aetna and Premera non-co ?tﬂro f?sals
J The State appeared to coach Premera to improve Its evaluation score wit ering the same opportunity

| tTﬁhes%tattte gg&ed i*evaluate at all Aetna's separate Pharmacy Claims Management proposal that could save
e State

A number of other anomalle aIsP courred jn the RFP proce%‘ mcludmg the "misplacement” of a ma&or portion
that (3 to an Initial rejection of the Aet 0sa] a5 "non-responsjve” to the RFP.

fAetnas original proposa
These portloﬂs of Rel%as proposal were later ™ fOHJ c! “and evaluateda tgl tﬁe aforementloned different teams.

Iunderstand that the State's award.and Aetna's tprotest Will be addressed t our Thursday Labor and Commerce
ee meeting. A ro osed fair resqlution to the situation IS to ex} o |oe curr nt Aétna contract and seek

Comm
are b|(§t at a later date und ramore eqwtable process for evaluation of the proposals.

If the current degu lon stands, at Ma eIIan stand to Ios% a number of {obs inour Anchorage and Wasilia
o |ces We are cyawaret at tﬁnes and lost through com ItIve processes, ut Wwe do POt teel that
rocess In this Tasewase uita eto the biddli ngngartles The Premera pac ge Inc Eaes emgS ee

aSSI tance sprvices from a company based in Chicago that has no physical presence Tn Alaska or Al

employees.

| will call 3/our office in the next day or so to respond to any questions you may have about this issue.  Thank
you for your consideration.

Tom Englehart

General Manager

Magellan Health Services

Alaska Care Management Center
907-273-9232 Direct
907-563-6340 Fax
800-478-2812, Ext 9232
tienglehart@ magelianhealth.com

3/21/2006
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ALASKA STATE LEGISLATURE
SENATOR GRETCHEN GUESS

Committee Substitute Senate Bill 2

The committee substitute contains one change.

Page 2, Line 1519

contract; [or]

(2 a court order establishing the existence of a contract; or

(3) in the case of a claim of lien filed by the Department of Labor and Workforce
Development on behalf of a claimant, a copy of the claimant's wage claim or wage
assignment.

The Department of Labor and Wborkforce Development requested we add this provision to
protect their ability to file a lien against employers after the Department has investigated claims

of non-payment in wages.
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WORK DRAFT itef” WORK DRAFH

WORK DRAFT
0 24-1.50028\Y
Vvooyv- 10
CS FOR SENATE BILL NO. 2( )
IN THE LEGISLATURE OF THF STATE OF ALASKA
TWENTY-FOURTH LEGISLATURE - FIRST SESSION
BY
O ffered:
Referred:

Sponsor(s): SENATORS GUESS, paviv

A BILL
FOR AN ACT ENTITLED
"An Act relating to prerequisites for obtaining m € recording a lien for payment of the

rontract price for labor or materials supplied for th* construction, alteration, or repair

if a building or improvement."”

IE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 34.35.050 is amended to read:

Sec. 34.35.050. Lien for labor or materials furnished. A person has a lien,
only to the extent nrovidcd under this chapter, to secure the payment of the contract
price if the person

(1) performs labor upon real property under a contract with [AT
THE REQUEST OF] the owner or the agent of the owner for the construction,

alteration, or repair of a building or improvement;

(2 is a trustee of an employee benefit trust for the benefit of
individuals performing labor on the building or improvement and has a direct contract
with the owner or the agent of the owner for direct payments into the trust;

1- CSSB A )

New Text Underlined [DELETED TEXT BRACKETED]
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(3 furnishes materials that are delivered to real property under a
contract with the owner or the agent of the owner that are incorporated in the
construction, alteration, or repair of a building or improvement;

@furnishes equipment that is delivered to and used upon real
property under a contract with the owner or the agent of the owner for the
construction, alteration, or repair of a building or improvement;

(B performs services under a contract withthe ownei or the agent of
the owner in connection with the preparation of plans, surveys, or architectural or
engineering plans or drawings for the construction, alteration, or repair of a building or

improvement, whether or not actually implemented on that property; or

(6)is a general contractor.

* Sec. 2. AS 34.35.070 is amended by adding a new subsection to read:

(@ The claim of lien must include a copy of

(1) the contract or other document demonstrating the existence of the
contract;

(2 a court order establishing the existence of a contract; or

(3 the claimant's wage claim or wage assignment, in the case of a

| claim of lien filed by the Department of Labor and WorkforceDevelopmenton behalf

| of aclaimant.

I *Sec. 3 AS 34.35.120(13) is amended to read:

(13) "owner" means a person who owns real property or a possessory

I interest in real property and who enters into an express [AJcontract [[EXPRESS OR

| IMPLIED,J for a project on that property;

2-

CSSB 2( ) _
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number

2005 LEGISLATIVE SESSION Bill Version SB002-DNR-Rec-03-23-C
() Publish Date

Revision Date/Time (Note if correction): Dept Affected Natural Resources

Title Lien Require: nents ]JRDU Resource Development
Component Recorder's Office

Sponsor Sen Guess

Requester S L&C Component No 802

Expenditures/Revenues (Thousands of Dollars)

Note Amounts do not include inflation unless otherwise noted be'ow

OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011

Personal Services

Travel

Contractual

Supplies

Equipment

Land & Structures
Grants & Haims

Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 00

|[CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1037 GF/Mental Health

Other (Specify Type-Do not abbreviate)
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2005) cost: 00
Mark this box (X) if funding for this bill is included in the Governor's FY 2006 budget proposal:

POSITIONS |
Full-time

Part-time

Temporary

ANALYsSIs:  (Attach a separate page if necessary)

There is no fiscal impact for the Recorder's Office associated with implementation of this legislation.

Phone 269-8882
Date/Time 3/23/2005

Prepared by Vicky Backus. State Recorder
Division Recorder’s Office

Approved by Tom Irwin, Commissioner Date 3/23/2005

Agency Natural Resources
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FISCAL NOTE

Fiscal Note Number;
Bill Version: SB002-LAW C&FB-1/26/

STATE OF ALASKA

2005 LEGISLATIVE SESSION
() Publish Date:

Revision Date/Time (Note if correction): Dept Affected LAW

Title "An Act relating to prerequisites for obtaining RDU CIVIL

and recording a lien for payment..." Component Commercial & Fair Business
Sponsor Senator Guess

Requester Senate Labor and Com nerce Component No

Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008

Personal Services

FY 2009 FY 2010 FY 2011

Travel
Contractual
Supplies
Equipment

Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

|[CAPITAL EXPENDITURES

[CHANGE IN REVENUES ( ) I I

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match
1004 GF
1005 Gc/Program Receipts
1037 Gf-Mental Health
Other (Spe -ify Type-Do not abbreviate)
TOTAL 0.0 0.0

0.0 0.0 0.0 0.0

Estimate of any current year (FY2005) cost: 0.0
Mark this box (X) if funding for this bill is included In the Governor's FY 2006 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS:  (Attacha separate page if necessary)

This bill makes changes to AS 34 35.050, .070, and .120 requiring a contract between a real property
owner or owner's agent and a mechanic or materialman who performs labor upon real property for the
construction, alteration, or repair of a building or improvement, as a condition of a lien for labor or
materials furnished. Under current legislation, a request by an owner or acent can give rise to a lien. The
intent of this legislation appears to be a facilitation of dispute resolution between private parties Passage

of this legislation will have no foreseeable impact on the Department of Law.

Phone 465-3673

Prepared by Kathryn Daughhetee, Director
Date/Time 1/27/05 8:21 AM

Division Administrative Services Division
Approved by  Kathryn Daughhetee for Gregg O Renkes, Attorney General Date 1/27/2005
Agency Department of Law

(Ravistd 9/21/2004 OVB) Page 1of 1



ALASKA STATE LEGISLATURE
SENATOR GRETCHEN GUESS

Committee Substitute Senate Bill 2

The committee substitute contains one change.

Page 2, Line 15-19

contract; [or]

(2) a court order establishing the existence of a contract; or

(3) in the case of a claim of lien filed by the Department of Labor and Workforce
Development on behalf of a claimant, a copy of the claimant’s wage claim or wage
assignment.

The Department of Labor and Wbrkforce Development requested we add this provision to
protect their ability to tile a lien against employers after the Department has investigated claims

of non-payment in wages.



WORK DRAFT WORK DRAFT

CS FOR SENATE BILL NO. 2( )
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWENTY-FC JRTH LEGISLATURE - FIRST SESSION

BY

Offered:
Referred:

Sponsor(s): SENATORS GUESS, Davis

A BILL

FOR AN ACT ENTITLED

WORK DRAFT

24-L.S0028W
Kurtz
1/26/05

"An Act relating io prerequisites for ohtaining and recording a lien for payment of the

contract price for labor or materials supplied for the construction, alteration, or repair

of a building or improvement."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 34.35.050 is amended to read:

Sec. 34.35.050. Lien for labor or materials furnished. A person has a lien,

only to the extent provided under this chapter, to secure the payment of the contract

price if the person

(1) perform;, labor upon real property under a contract with [AT

THE REQUEST OF] the owner or the agent of the owner for the construction,

alteration, or repair of a building or improvement;

(2 is a trustee of an employee benefit trust for the benefit of

individuals perfc. ning labor on the building or improvement and has a direct contract

with the owner or the agent of the owner for direct payments into the trust;

-1-
New Text Underlined [DELETED TEXT BRACKETED]

CSSB 2( )



WORK DRAFT WORK DRAFT 24-1.50028\Y

(3 furnishes materials that are delivered to real property under a
contract with the owner or the agent of the owner that are incorporated in the
construction, alteration, or repair of a building or improvement;

(4 furnishes equipment that is deli.’red to and used upon real
property under a contract with the owi er or the agent of the owner for the

construction, alteration, or repair ol a building or improvement;

(5 performs services under a contract with tl.e owner or the agent of
the owner in connection with the preparation of plans, surveys, or architectural or
engineering plans or drawings for the construction, alteration, or repair of a building or
improvement, whether or not actually implemented on that propery; or

(6) is a general contractor.

* Sec. 2 AS 34.35.070 is amended by adding a new subsection to read:
(@) The claim ol lien must include a copy of

(1) the contrac' or other document demonstrating the existence of the
contract;

(2 acourt order establishing the existence of a contract; or

(3 the claimants wage claim or wage assignment, in the case of a
ciaim of lien filed by the Department of Labor and Workforce Development on behalf

of a claimant.

* Sec. 3. AS 34.35.120(13) is amended to read:

(13) "owner" means a person who owns real property or a possessory

interest in real property and who enters into an express [A] contract [, EXPRESS OR

IMPLIED,] for a project on that property;

| CSSB 2( ) -2-
New Text: Underlined [DELETED TEXT BRACKETED]






Com mittee Substitute coming from sponsor



ALASKA STATE LEGISLATURE
SENATOR GRETCHEN GUESS

Sponsor Statement

Senate Bill 2:
"An Act relating to prerequisitesfor obtaining and recording a lien for payment o fdie contract
pricefor labor or materials suppliedfor construction, alteration, or repair ofa building or
improvement.”

The iment of SB 2 is to reduce the abuse of Mechanics and Materialmen (M&M) liens while
protecting property owners and laborers.

M&M liens serve the valuable function of providing recourse in the event of breach of contract.
For example, if someone hires you to do work on their home and they do not pay you, you may
place a iicn against the property for what you are owed. Unfortunately, the current law allows
such liens to be placed based on the filer's word with no evidence of the contract. As a result,
abuse of these liens occurs and property owners must spend their resources to resolve the issue in

court.

SB 2 aims to reduce this abuse by requiring proof of contract before a M&M lien may be filed.
If a contract is not available, the laborer may go to court and show evidence of an agreement.

The bill continues to protect laborers via liens from the risk of breach of contract and no
payment, while also protecting against abuse of liens with the simple requirement for some proof

of contract to record an M&M lien.

Thank you for your consideration.

January-May: Stale Capitol « Juneau, AK 99801-1182 « (907) 465-2435 « Fax (907) 465-6615
June-December: 716 W. 4th Avenue ¢ Anchorage, AK 99501* (~07) 269-0120* Fax (907) 269-0122
Email: Senator Grelchen Guess@lei’is.state.ak.us Website: www.GretchenGuess.com


http://www.GretchenGuess.com

FISCAL NOTE

STATE OF ALASKA Fiscal Note Number
2005 LEGISLATIVE SESSION Bill Version SB002-DQLWD-WH-1-20-05
0 Publish Date

Department: Labor and Workforce Development
‘RDU Labor Standards and Safety

Revision Date/Time (Note if correction).

Title: Lien Requirements
Component Wage and Hour

Sponsor Senator Guess

Requester Senate Labor and Commerce Component Number: 345

Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below

OPERATING EXPENDITURES FY 200b FY 2007 FY 2008 FY 2009 FY 2010 FY 2011

Personal Services

Travel

Contractual

Supplies

Equipment

Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) j

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Worker Safely Account)
Other (Worker Safety Account)
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2005) cost: None
Mark this box (X) if funding for this bill is included in the Governor's FY 2006 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS:  (Attach a separate page if necessary)
This legislative proposal is not expected to have a significant fiscal impact However, it may limit the ability

of the Wage and Hour component to resolve wage claims filed by employees who perform work on real
property when the work is performed under an informal request, rather than "under a contract” with the
owner or agent W.ithout the clea authority to file a lien against the real property, these wage claims may

take longer to resolve.

Phone 4G5-4855
Dale/Time 1/20/05 1:44 PM

Prepared by Grey Mitchell, Director
Division Labor Standards and Safety

Approved by Greg O'Claray. Commissioner Date 1/20/2005

Agency: Department of Labor and Workforce Development

(Revised 9121 MW OMBI Page 1 of 1






SENATE COMMITTEE REPORT
First Committee of Referral

TE: 1/11/05 FUR! HER: Resources
te of 5-Day Notice: DATE TURNED
accordance with Uniform Rule 23) IN TO OFFICE:

Jor and Commerce Committee considered SENATE BILL NO. 25
SB 25 GENETICALLY MODIFIED FISH

i Ar.i relating to labeling and identification of genetically modified fish and fish products.”

1lrecommends:
Senate Bill:
be replaced with CS ) [ 1] Same Title
[ 1 New Title
adopt previous _ CSs 3
House BiIll:

[ ] Same Title

attached amendment(s) [ i Technical Tit
j Technical Title

adopt Letter of Intent by Committee Change
[ 1 New Title w/
further referral to Committee SCR#
EW FISCAL NOTE(S): PREVIOUS F'CAL NOTE(S):
epartment Date Fiscal Indet. Zero FN# | Department Date Fiscal flIndet. Zero FN#

] APPROPRIATION - no fiscal note



FISCAL NOTE

STATE OF ALASKA Fiscal Note Number

2005 LEGISLATIVE SESSION Bill Version
() Publish Date:

SB025-LAW-NR-2-1-05

Revision pate/Time (Note if correction): Dept Affected LAW
Title "An Act relating to labeling anu identification of RDU CIVIL

genetically modified fish and fish products.” Componjnt Environmental
Sponsor Senator Eltor

Requester Senate Resources Committee Component No.
Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below

OPERATING EXPENDITURES FY 2006 FY 2007 1 FY 2008 FY 2009 FY 2010 FY 2011
Personal Services i

Travel

Contractual

Supplies

Equipment

Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING 0.0 0.0 00 0.0 0.0 0.0
CAPITAL EXPENDITURES

CHANGE IN REVENUES ( ) !
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mt.ntal Health
Other (Speciiy Type Do not abbreviate)
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2005) cost: 00
Mark this box (X) if funding for this bill is included in the Governor's FY 2006 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYsIs:  (Attach a separate page if necessary)
This bill amends the Alaska Food, Drug, and Cosme'ic Act, AS 17.20.040 by adding genetically modified

fish or fish product to the list of misbranded food, um, ss conspicuously labeled or identified as such

Legislation at the federal level already prohibits the sale of any genetically modified foods.

Passage of this legislation will have no fiscal impact on the Department of Law.

Phone 465-3673

Prepared by: Kathryn Daughhetee. Director
Date/Time 2/2/05 3:07 PM

Division Administrative Services Division
Approved by: Kathryn Daughhetee for Gregg D. Renkes. Attorney General Date 2/2/2005
Agency Department of Law

(Revised DIV2XM OVB) Page 1 of 1



FISCAL NOTE

Fisral Note Num ber:

STATE OF ALASKA
2005 LEGISLATIVE seEssioN

Revision Date/Time (Note if correction):

Title Genetically modified fish
Sponsor Senator Elton
Requester (S) Labor &Commerce

Expenditures/Revenues

Bill Version:
() Publish Date;

Dept Affected
RDU

Component

c-omponent No

SB 25

Environmental Conservation
Environmental Health
Food Safety and Sanitation

2343

(Thousands of Dollars)

Note Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2006
Personal Services 0.0
Travel 0.0
Contractual 0.0
Supplies 'O
Equipment O.n
Land & Structures 0.0
Grants & Cinims 0.0
Miscellaneous 0.0
TOTAL OPERATING 0.0
CAPITAL EXPENDITURES
ICHANGE IN REVENUES ( ) 0.0
FUND SOURCE
1002 Federal Receipts 00
1003 GF Match 0.0
1004 GF 0.0
1005 GF/Program Receipts 0.0
1037 GF/Mental Health 0.0
Other (Specify Type-Do not abbreviate) 0.0
TOTAL 0.0

Estimate of any current year (FY2005) cost:

FY 2007

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

00
0.0
00
0.0
0.0
0.0
0.0

FY 2008
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0

FY 2009 FY 2010 FY 2011

0.0 0.0 0.0
0.0 0.0 0.0
0.0 0.0 0.0
0.0 0.0 0.0
0.0 no 0.0
0.0 0.0 0.0
0.0 0.0 0.0
0.0 00 0.0
0.0 0.0 0.0
0.0 0.0 0.0

(Thousands of Dollars)

0.0
0.0
0.0
0.0
0.0
0.0
0.0

Mark this box (X) if funding for this bill is included in the Governor's FY 2006

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS:  (Attach a separate page it necessary)

o

o

o

0.0 0.0 0.0
00 00 0.0
0.0 0.0 0.0
0.0 0.0 0.0
0.0 0.0 0.0
0.0 0.0 0.0
0.0 0.0 0.0

budget proposal:

0 0 0
0 0 0
0 0 0

Under current federal rules, genetically modified fish and fish products cannot be used or sold in the United
States. Under the current FDA rules, this bill will have no fiscal impact on the department. Should the FDA

allow the sale and use of genetically modified fish and fish products in the future, increased inspection and

compliance resources will be required to comply with the provision of this bill.

Prepared by: Kristin Ryan, Director

Division Environmental Health

Approved by:  Kurt Fredriksson

Agency Department of Environmental Conservation

(Romed 1272003 OVB)

Phone (907' 269-7644
Date/Time 1/28/05 4:.04 PM

Date

Page lof 1
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Southeast Alaska Fishermens Alliance

9369 North Douglas Highway
Juneau, AK 99801

Phone 907-586-6652 Fax 907-523 1168 E-mall: seafa@gci.net

January 31, 2005

Senate Labor & Commerce Committee
Senator Con Bunde, Chair

Alaska State Legislatu- «, State Capitol
Juneau, AK 99801-1182

RE: Support for SB 25

The Southeast Alaska Fishermen's Alliance supports SB 25, which wouid require
genetically modified fish or fish products to be labeled. The Joint Legislative
Salmon Industry Task Force offered unanimous support for this legislation last
year although it failed to make it through the process.

It is important that Alaska have this type of labeling law in place prior to the
advent of genetically modified fish or fish products make it into the marketplace.
Aqua Bounty has already applied to the United States FDA and Canadian officials
for the permits to grow genetically modified #ish in fish farms. By being proactive
on labeling requirements you help differentiation between genetically altered fish
or fish products and our natural wild Alaskan fish in the marketplace. This allows
us the use of an important marketing tool.

The Southeast Alaska Fishermen's Alliance is a non-profit membership organization
located in Juneau representing our members involved in salmon, crab, shrimp and
longline f sheries of Southeast Alaska.

Respectfully,

Kathy Hansen
Executive Director

01


mailto:seafa@gci.net

JAN-30-2005 SUN 04:16 tfl Ken Duckett 907 247 2471 pP. 01

PO BOX 23378 Kutchikan AK bjdydfd ?ﬁgn%lz?a&fglgﬂéﬁfézﬁettil:all u3a_flillnetiers@att.net

January 29, 2005

The Honorable Gary Stevens
Tfie State Seriate

State Capitol, Room 103
Juneau, Alaska 99801 Send Via Fax to- 465-3517

Dear Senator Stevens,

The United Southeast Alaska Gillnetters (USAG) is an association of about 150 small
business owners who catch salmon by drift gillnettmg in Southeast A'aska and market
salmon throughout the United States. Many of our members also participate in other
fisheries such as crab, shrimp, longlino, and dive fisheries USAG strongly supports SB
25 which requires the labeling of genetically modified (GM) fish and fish products sold in
the State of Alaska. We believe the Alaskan consumer wants to know and has the right
to know rf the fish and seafood products they are considering buying for their families
have been genetically modified. This is in part a marketing issue as we believe that
Alaska wild-caught seafood is *ne best and most healthy in the world and the Alaska
consumer will choose it over a genetically modified product if they are given that
information about the respective products. More than that, some GM fish may have
attributes that allow those fish to be raised and brought to market at a price point with
which quality wild fish cannot compete \*these GM fish are not labeled, the cost
conscious consumer may choose the GM product on the basis of price, whereas if that
consumer knew it wns a GM product, they may not purchase it.

Thank you for introducing uiis legislation and for your continuing support for our seafood
industry.

Yours truly,

Kenneth Duckett
Executive Director

cc. Senator Elton Via Fax to: 465-21C8
Senator Bunde, Chair Senate Labor & Commerce Via Fax to: 465-3871


mailto:u3a_flillnetiers@att.net

FOOD SAFETY

b60 Pennsylvania ave,SE, Suite 302, Washington,DC 20003
(202)547-9359 o FAX(202) 547-9429
1009 General Kennedy ave., #2. San Francisco,Ca 94129
(-15) 561-2524 D FAX (415) 561-7651
W'.VW.CENTERFORFOOUSAFETY o rg

January 31,2005

Senator Kim Elton
State Capitol, Room 115
Juneau, AK 99801-1182

Dear Senator Elton:

The Center for Food Safely is pleased to endorse Senate Bill No. 25 and your efforts for a
mandatory labeling requirement to identify genetically engineered (GE) fish and
shellfish. Because GE fish are being developed for commercial use, the potential release
into the environment and the use of these fish as food is imminent. Therefore, Senate Bill
No. 25 would give Alaskan consumers the nghl-to know whether their seafood is

genetically altered.

GE fish present a host of serious risks to humans and the environment. Human health
effects include the potential for toxicity, allergenicily, and antibiotic resistance. As for
the environmental impacts, the risk of biological contamination from GE fish is
particularly acute, since GE fish may be raised in net pens from which they can easily
escape and breed with native strains. The harm of such interbreeding would be severe. A
Purdue University study concluded that the release of GE fish could cause the extinction
of an entire fish species in a matter of a few generations. The National Academy of
Sciences also issued a report warning that GE fish that escape could wreck havoc on the

environment.

Despite these potentially irreversible human health and environmental risks, there is a
profoundly disturbing lack of federal regulation of marine biotechnology. As such, we
applaud your leadership on this issue and hope the Alaskan legislature can step into the
void by ensuring that consumers are aware of genetically engineered seafood products
through a mandatory labeling requirement.

Sincerely,

Trade Letterman
Fish Program Director



Alaska State Legislature

Senator Kim Elton Senator Gary Stevens
State Capitol, Room 115 State Capitol, Room 103
Juneau, Alaska 99801-1182 Juneau, Alaska 99801-1182
465-4947 phone 465-2108 fax 465-4925 phone ¢465-3517 fax
SB 25

Sponsor Statement

"An Act relating to labeling and identification ofgenetically modifiedfish and
fish products.”

Transgenic foods are those in which the genetic structure has been altered at the
molecular level by mear*» thai are not possible under natural conditions or
processes. There has be n widespread concern throughout the world over the
largely unknown effects of transgenic, or genetically modified (GM) products on
human and environmental health.

In an effort to address concerns raised by consumer, environmental, health, and
Alaska fish marketing groups, SB 5 requires Alaska retailers to identify and label
foods containing fish and shellfish, or fish and shellfish products that have been

genetically modified.

The message that Alaska seafood is more natural than seafood that has been
engineered or bred is a highly important marketing tool. This bill, by requiring a
differentiation between GM and wild seafood helps highlight Alaska seafood as
distinct from GM seafood, thereby doing away with any vagueness that may
exist to the consumer when purchasing seafood without labeling, and reinforcing

the natural message.

Many GM agricultural products are currently allowed on the L.S. nra, t, and an
application submitted by an aquaculture company for the use of a GM, growth-
enhanced salmon is pending before the Food and Drug Administration's Center
For Veterinary Medicine. The Pacific Fisheries Legislative Task Force Fish Review
dated December 2004 reports that Aqua Bounty, a biotechnology company with
offices in the United States and Canada, is planning to ask Canadian authorities
for approval to use GM fish in Canada's fish farms.

Currently, legislation in the European Union, Japan, New Zealand, and Australia
requires labeling on foods made from, or containing GM products. SB 5 is similar
to legislation introduced in other states, such as Oregon and California, and it
comes with the unanimous support of the Joint Legislative Salmon Industry Task
Force, a committee comprised of legislators, seafood harvesters and seafood

processors.

Sponsor Statement
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