Heaith Net of the Northeast, Inc.

One Far Mill Crossing
‘ P.O. Box 904
Shelton, CT 06484-0944
. www.healthnet.com
Health Net

Human Services Public Hearing
March 15, 2007

Health Net of the Northeast, Inc
Testimony on RB 1425 and RB 7322

Good afternoon Senator Harris, Representative Villano and members of the Human Services
Committee. My name is Janice Perkins and I am Vice President of Government Relations of
Health Net of the Northeast. Health Net has been a HUSKY provider since its inception and
currently serves over 83,000 HUSKY A members. '

I would like to comment on Raised Bill 1425 AAC Managed Care Organizations Contracting
with the Department of Social Services and Raised Bill 7322 AAC Medicaid Managed Care

Reform.
Raised Bill 1425

Among other things, this bill would require managed care organizations to implement a process
that would ensure the dispensing of an immediate 5-day temporary supply even if the drug
requires a prior authorization. Iam pleased to announce to the committee that all of the managed
care plans have a process in place that ensures the immediate dispensing of a 30-day temporary
supply of any drug whether or not the need is urgent or emergent and whether or not the drug
requires prior authorization. Two important facts to note about this:

1) This represents a change from our previous process, which required a certification be
made as to whether or not the drug was intended to address an urgent or emergent
condition. Our new process eliminates that step and automatically authorizes the
pharmacist to dispense the prescribed medication. This eliminates the need for the
pharmacist to call the physician to obtain certification. Now the pharmacist simply
needs to call our Pharmacy Benefit Manager for dispensing. This will prevent members
from potentially leaving the pharmacy without their medication.

2) DSS called the plans together to explore ways in which we could improve delivery of the
HUSKY pharmacy benefit to our members and providers. We believe this change
accomplishes this goal and goes beyond what is contractually required by DSS.

By implementing this change we have simplified the process and thereby eliminated the need for
Section 5 (d) (1) (2) and (3). The 24-hour notification to the provider would not be necessary
because a 30-day temporary supply would have already been dispensed to the member. In
addition, we do follow-up with the provider following the issuance of a 30-day temporary supply
and educate him/her on our prior authorization requirements and formulary alternatives.



Raised Bill 7322

Pharmacy Rebates. Section 12 would require managed care organizations to transfer any
pharmaceutical rebate it receives to the Department. If the underlying concern of this provision
is that the State is not receiving the financial benefit of rebates negotiated by the health plans, let
me assure you that this is not the case.

Currently, the value of the rebates received by the MCOs is offset against HUSKY program
pharmacy costs and thereby reduces the total costs of the program. The yearly rate-setting
process undertaken by the Department incorporates the amount of rebates received by the MCOs
when developing the premium rates. In other words, the HUSKY program is already benefiting
from the value of rebates received in the form of lower pharmacy costs reported by the MCOs on
our financial statements and this is reflected in lowered rates.

If this language were to pass:

1) The value of the rebates would then be available to be used for the general “operation” of
the HUSKY program while the costs to the plans increases.
2) The incentive to the Plans to aggressively negotiate rebates would be removed.

Unlike FFS or large groups that operate their pharmacy benefit through an ASO, the managed
care organizations, under a capitated arrangement with the state, are responsible for managing
their health care costs. Aggressive rebate negotiation is one way we are able to lower our

pharmacy costs.

Reporting. Most, if not all of these data elements required in the bill are already reported to the
Department in some fashion. Ihave attached, for your review, a template of a financial report
we submit to the state twice each year. This report lists membership, premium revenues,
investment income as well as health care expenses and utilization for inpatient, outpatient,
emergency room, primary care, specialists, transportation and dental. It also requires us to report
administration costs as well pharmacy rebates. In addition, we already report the salaries and
compensation of our highest paid employees each year to the Department of Insurance. We
submit over 100 reports yearly to the Department. In addition, our encounter data reporting
submitted monthly includes the detail of every claim paid by the health plans.

Medical Director. We support DSS employing a medical director. A medical director would be
helpful in making policy decisions that impact the medical welfare of the population. We would
not want this to replace our current ability to use specialists and other standards of medical
practice in making medical necessity determinations.

Pay for Performance. We support a system that fosters and rewards improvement. However, we
don’t believe this is possible within existing appropriations. The state should develop a model
that rewards performance and is adequately funded. To do otherwise would further exacerbate
the chronic underfunding of the HUSKY program.



Fee Schedule Increase. We support adequate reimbursement to all providers of the HUSKY
program. It is important that funding for these increases be incorporated into the capitation
premium payments to the MCOs. An estimate of the effect of the increases, described in Section
12 of RB 7322, on HN’s medical and dental costs alone would be in excess of $20m.

In conclusion, we are happy to work with you to improve the quality of both services to our
members and reporting to the State, but I would caution about enacting legislation that results in
duplicating what already exists and driving up overall program costs without any additional
benefit to our members.
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