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The Honorable Paul A. Sarlo
Senator, 36" Legislative District
496 Columbia Boulevard, 1 Floor
Wood-Ridge, NJ 07075

Re: SHBP/SEHBP
Dear Senator Sarlo:

This is in response to your inquiry of April 20, 2018 concerning the State Health Benefits Program
(SHBP) and School Employees’ Health Program (SEHBP).

As you know, a Third Party Administrator (TPA) is an organization that processes insurance claims and
other aspects of employee benefit plans for an organization. In this case, the State of New Jersey utilizes
two (2) third party administrators for health insurance purposes — Horizon Blue Cross Blue Shield of New
Jersey (Horizon) and Aetna. These vendors were selected via a competitive Request for Proposal (RFP)
process, and the resulting contracts (retired and active employees) became effective January 1, 2013.

These contracts are near their expiration date and were expected to be procured this spring. However, in
order to take a comprehensive look at the agreement, obtain input from national healthcare experts and
major stakeholders, we are extending the current contract for active employees with Horizon and Aetna
for an additional year, This will allow the new Administration the time to explore cost savings and plan
improvements. The RFP window, in light of the change in administration, would have been tight.
Extending the existing agreement on a limited basis to allow for a comprehensive evaluation of the
contract simply made more sense. We welcome any ideas or recommendations you, or your fellow
legislators, may have as we move forward with this critical process.

In the interim, please see my responses below to your questions regarding the current management and
operations of the SHBP/SEHBP:

1. Regarding subrogation, is this permissible under the State Plans? Is so, do the TPAs retain any
portion of savings attributed to subrogation recoveries? If they retain some portion, what is the
percent they maintain and what was the aggregate value of said recoveries to our various 1. PAs for
the last 3 calendar years?

The SHBP/SEHBP contracts preclude subrogation for care provided within the State of New Jersey.
However, there are a small number of cases, where care occurred outside of New Jersey that may
allow for subrogation. In these cases we allow the TPA to retain a small percentage of the recovered
amount.
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Further, in the case of a SHBP/SEHBP member eligible for Workers® Compensation benefits,
recovery efforts are made by the TPAs (Horizon and Aetna) when a member obtains services for
injuries that are work related. There is a cost to the recovery effort and the TPAs’ subcontractors
retain a percentage of the recovered amount. Below is a three-year history of the recovered amounts
and the associated fees:

Subrogation
Aetna Horizon
Recovery Fee Savings Recovery Fee Savings
2015 $186,391 $34,042  $152,348 5408,363 $58,883 $349,480
2016 $241,693 $48,910  $192,783 $296,407 $44,461 $251,946
2017 $266,417 $49,274  $217,143 $328,765 $51,386 $277,379

Workers Compensation

Aetna Horizon
Recovery Fee Savings Recovery Fee Savings
2015 $271,334 851,661  $219,673 $556,574 $56,278 $500,296
2016 $165,041 837,737 $127,305 $308,243 $30,824 §277,418
2017 $185,912 $31,269  $154,643 $1,052,693  $158,469 $894,225

Regarding coordination of benefits (“COB”), is this permissible under the State Plans? If so, do the
TPAs retain any portion of savings attributed to COB recoveries? If they retain some portion, what
is the percent they maintain and what was the aggregate value of said recoveries to our various
TPAs for the last 3 calendar years?

The SHBP/SEHBP does coordinate benefits when covered members have other healthcare coverage.
Under SHBP/SEHBP COB rules:

a. If the employee with SHBP/SEHBP coverage is the patient, SHBP/SEHBP is primary for the
employee.

b. If the spouse/partner is the patient and has other health coverage, the other coverage is primary.

c. Ifachild is covered by both parents, and is the patient, the coverage of the parent with the
birthdate earlier in the year is primary.

d. Medicare is always secondary if the retiree is also covered by active coverage.

It should be noted that an employee/retiree cannot be a subscriber and dependent under the
SHBP/SEHBP. On an annual basis when a claim is filed for a covered dependent, the dependent is
asked if he/she is covered by other insurance. If so, the SHBP/SEHBP is considered secondary
coverage depending on coordination of benefits rules. The SHBP/SEHBP plans are seeing fewer
opportunities for COB “savings” because employers are increasing employee premium sharing and
fewer couples/families are paying for multiple coverages. There are no fees attributable to the use of

COB.
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Regarding claim payments, does the TPA charge the State Plans the precise (exact) amount paid to
members and providers or does the TPA pay the member and provider at a certain level and
maintain some portion of the actual cost of the claim for themselves as additional income? This is
sometimes referred to as “spread pricing”. Is spread-pricing permissible under the State Plans (in
or oul of network)? If so, what is the calculated value of any “spread” the TPAs have earned for the
last 3 calendar years?

Yes, the SHBP/SEHBP reimburses the TPAs on a “checks cleared” basis, which means that the
amount the TPA pays a provider or facility for services is not reimbursed to the TPA until the check
that the TPA pays the provider/facility clears the TPA’s bank. There is no “spread” permitted under
the contract.

Regarding Horizon Blue Cross Blue Shield of NJ (“Horizon”), for their BlueCard out of area
program, what is the surcharge (i.e. claims and fixed fees) the State Plans have been assessed for
active and retire “out of NJ"' claims for the last 3 calendar years? Are these amounts regularly
disclosed to the State? Has the State Plan looked to cap or eliminate these surcharges?

There is no surcharge applicable to the use of the BlueCard network to the SHBP/SEHBP.

Regarding the TPAs under contract, does the State Plan pay separate fees related to the TPA's
management of ASQ’s, patient attribution for patient centered medical homes or other forms of
population health and disease management? If so, what are the fees and costs and what have they
been for the past 3 calendar years?

The Administrative Services Only (ASQ) fees paid by the SHBP/SEHBP to the TPAs include fees
for general administration, claim administration, network management, medical management (pre-
certification, concurrent review, discharge planning, case management), and disease management
(coronary artery disease, heart failure, COPD, asthma, chronic kidney disease, diabetes, etc.). They
are paid on an employee per month rate. In addition, fees are paid for a 24-hour nurse line, which
aids in reducing non-emergent use of the emergency room; radiology management which directs
members to the most cost effective radiology services settings; pain management to reduce misuse of
pain management services; medical specialty drug management services to guide injectable drug
administration to the most economic and clinically appropriate site of services; care coordination
assistance to physician group partners to better manage patient care to avoid acute episodes; and
wellness program support. Below is a three-year history of the ASO and additional fees paid:

Aetna Horizon
ASO Fees Other Fees ASO Fees Other Fees
2015 $21,495,374  $855,659 $96,284,366 $29,639,998
2016 $20,764,220  $770,867 $95,094,475 $31,323,864
2017 $21,434,003 $992,131 $82,933,366 $33,012,065

For any of the TPAs, in addition to their base monthly administrative fees, are there any additional
revenue sources they may earn under their agreements with the State? If so, please describe what
they are and please provide the item-by-item amounts paid to said TPAs under these arrangements
by year for the past 3 calendar years.

No, there are no additional revenue sources.
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7. Under the agreements with the State Plans and the TPAs, how ofien are the TPAs audited with
respect to claims adjudication accuracy? When were the last audits performed and what were the
results/findings?

The TPAs are audited every three years, The SHBP/SEHBP medical vendors, Aetna and Horizon,
were last audited in 2015 and 2017 respectively. No significant findings were revealed in the audits.

Financial statements are available on the Division of Pensions and Benefits website:
http://www.nj.gov/treasury/pensions/financial-reports.shtml

[ thank you for your interest in pursuing efficiencies within the current employee health care program
and, once again, I welcome any input or concerns you may have as we continue to develop a
comprehensive, new RFP for the administration of the SHBP/SEHBP medical plans.

I hope this answers your questions about this matter to your satisfaction. Please do not hesitate to reach
out if you have any additional questions or if we can be of further assistance.

Sincerely,

Elizabeth Maher Muoio
State Treasurer

c. Senate President Stephen M. Sweeney
Assembly Speaker Craig J. Coughlin
Assemblywoman Eliana Pintor Marin
Acting Director of Pensions & Benefits John Megariotis
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LEGISLATIVE OVERSIGHT

April 20, 2018

Honorable Elizabeth Muoio
Treasurer, State of New Jersey
P.O. Box 002

Trenton, New Jersey 08625-0002

Dear Treasurer Muoio:

Regarding the management and operations of the State Health Benefit Plan for state
employees, local government entities and educational units (the “State Plans”), | have
the following questions for your consideration and timely reply. These questions
principally relate to our third-party administrators (“TPAs”) management of the health
plans:

1. Regarding subrogation, is this permissible under the State Plans? If so, do the
TPAs retain any portion of savings attributed to subrogation recoveries? If they
retain some portion, what is the percent they maintain and what was the
aggregate value of said recoveries to our various TPAs for the last 3 calendar
years?

2. Regarding coordination of benefits (“COB”), is this permissible under the State
Plans? If so, do the TPAs retain any portion of savings attributed to COB
recoveries? If they retain some portion, what is the percent they maintain and
what was the aggregate value of said recoveries to our various TPAs for the last
3 calendar years?

3. Regarding claim payments, does the TPA charge the State Plans the precise
(exact) amount paid to members and providers or does the TPA pay the member
and provider at a certain level and maintain some portion of the actual cost of the
claim for themselves as additional income? This is sometimes referred to as
“spread pricing”. Is spread-pricing permissible under the State Plans (in or out of
network)? If so, what is the calculated value of any “spread” the TPAs have
earned for the last 3 calendar years?



4. Regarding Horizon Blue Cross Blue Shield of NJ (“Horizon"), for their BlueCard
out of area program, what is the surcharge (i.e., claims and fixed fees) the State
Plans have been accessed for active and retire “out of NJ” claims for the last 3
calendar years? Are these amounts regularly disclosed to the State? Has the
State Plan looked to cap or eliminate these surcharges?

5. Regarding the TPAs under contract, does the State Plan pay separate fees
related to the TPA’'s management of ACQO's, patient attribution for patient
centered medical homes or other forms of population health and disease
management? If so, what are fees and costs and what have they been for the
past 3 calendar years?

6. For any of the TPAs, in addition to their base monthly administrative fees, are
there any additional revenue sources they may earn under their agreements with
the State? If so, please describe what they are and please provide the item-by-
item amounts paid to said TPAs under these arrangements by year for the past 3
calendar years.

7. Under the agreements with the State Plans and the TPAs, how often are the
TPAs audited with respect to claims adjudication accuracy? When were the last
audits performed and what were the results / findings?

In addition, please provide the most recent audited financial statements for the 3 state
plans (state workers, school and local governments).

Thank you for your timely response to these items.

Sincerely,

\ o :
“-_Pa(l A. Sarlo, Chairman
Senate Budget and Appropriations Committee

cc: Senate President Stephen M. Sweeney
Assembly Speaker Craig J. Coughlin
Assemblywoman Eliana Pintor Marin



