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On a per covered employee per month basis*, plan costs have increased by 7.9% each year on average since
FY10.
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Cost Containment
The School District actively looks for ways to help contain health plan costs. Strategies include:

o Direct contracting. The SD contracts directly with Central Peninsula Hospital and South Peninsuta
Hospital. tn FY16, the District saved approximately $2.2 million through those contracts. That does not
include non-PPO claim adjustments at out-of-network providers.

s Contracting through purchasing coalitions. KPBSD is a member of 2 purchasing coalitions or
cooperatives.

- Health Care Cost Management Corporation of Alaska (HCCMCA): HCCMCA is a not for profit
coalition comprised of more than 40 health plans in Alaska and the Pacific Northwest. These
plans provide benefits to more than 200,000 individuals. KPBSD is able to access PPO and
service contracts at rates otherwise unavailable to health plans of the Borough's size. These
contracts include:

v" Alaska Regional Hospital PPO

v Geneva Woods Birth Center

v" Aetna PPO (SD will be using starting 2/1/17)
v Renalogic (Dialysis Cost Containment)

In FY16, the District saved approximately $1.7 million at Alaska Regional Hospital. That does not
include out-of-network claim adjustments at non-PPO facilities.

KPBSD also participates in the annual fall health fairs which are organized and funded by
HCCMCA. In 2016, 193 participants received blood testing at a discounted rate and 109
participants received free flu shots at the health fairs.

- National Cooperative Rx: This is a purchasing cooperative for prescription management
services, and KPBSD contracts with Nationa} Cooperative Rx through HCCMCA. National
Cooperative Rx manages the prescription drug contract with Caremark. They have also assisted
KPBSD with proactive drug cost strategies, including promotion of generics and controi
mechanisms for both specialty and compound medications.

Recent Plan Changes

s FEffective January 1, 2017, KPBSD employees may choose to enroll in either the Traditional Plan or a High
Deductible Health Plan (HDHP) with a HRA.

s  KPBSD will change to the Aetna network and use Aetna for utilization review and case management,
effective 2/1/17.

e KPBSD will implement Teladoc for access to low cost telephonic and video doctor visits, effective 2/1/17.

¢ KPBSD will begin using a modified prescription drug formulary, effective April 1, 2017,
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Attachments / Claim Detail:

Prescription Utilization p.6
Medical Paid Claims by Claimant p.7
Medical Paid Claims by Major Diagnostic Category p.8
Medical Paid Claims by Type of Service p.9
Medical Paid Claims by Provider Type p.10
Medical Paid Claims by Location p.11
Medical Paid Claims by Top 25 Providers p.12
Surgeries Paid in FY16
s Spine p.13
s Knee p.14
o Shoulder p.16
* (olonoscopy and Sigmoidoscopy p.19
Comparison to Alaska DOL spreadsheet p.22
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Prescription Utilization

KPBSD 2016 Pacific NW
{Jan - June) Comparison
Total Paid* $1,314,704
Rebates Received $59,731
Amount Paid net of Rebates $1,254,973
Total Prescriptions 7,677
Percentage of Rx
Generic 81.7% 85.1%
Multi-source Brand 1.7% 1.2%
Single Source Brand 16.6% 13.8%
Specialty Medications
Total Paid $405,289
# of Utilizers 28
Specialty as % of total cost 30.8% 34.0%

KPBSD KPBSD
2015 2014
52,366,490 $2,211,024
$180,085 $247,749
$2,186,405 $1,963,275
19,137 18,636
80.1% 78.0%
2.0% 2.0%
17.8% 20.1%
$678,191 $628,280
30 24
28.7% 28.4%

*After contracted discounts
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Medical Paid Claims by Major Diagnostic Category

15-16 KPBSD KPBSD
KPBSD 2015-16 Norm* 2015 2014 Compl |Comp2 |Comp3 |Comp4 |Comps5
Total Paid % % % % % % % % %
Musculoskeletal $6,083,691 8% 17% 25% 30% 29% 23% 28% 18% 22%
Factors Influencing Health Status $2,279,759 10% 10% 9% 10% 7% 5% 3% 8% 9%
Circulatory System $1,989,662 9% 9% 8% 9% 2% 8% 8% 15% 7%
Nervous System $1,457,439 7% 6% 8% 8% 3% 10% 1% 18% 7%
Digestive $1,179,029 5% 9% 6% 8% 15% 8% 9% 8% 7%
Mental Diseases & Disorders $900,632 4% 3% 5% 2% 1% 6% 4% 0% 5%
Female Reproductive System $781,512 4% 3% 5% 5% 2% 2% 4% 3% 3%
Ear, Nose, Mouth & Throat $774,477 4% 5% 4% 3% 4% 5% 4% 1% 4%
Newborns & Neonates 5769,101 4% 2% 2% 2% 2% 1% 0% 0% 4%
Pregnancy, Childbirth & Puerperium $720,815 3% 5% 3% 2% 2% 3% 3% 2% 4%
Skin, Subcutaneous Tissue & Breast $699,690 3% 5% 5% A% 8% 3% 7% 2% 4%
Eye $647,967 3% 1% 4% 3% 1% 3% 3% 1% 1%
Kidney & Urinary Tract $585,609 3% 4% 3% 1% 2% 6% 2% 9% 2%
Respiratory System $579,992 3% 4% 3% 2% 1% 4% 3% 3% 3%
Other $476,381 2% 0% 0% 0% 10% 1% 8% 2% 2%
Endocrine, Nutritional & Metabolic $465,907 2% 4% 2% 3% 1% 2% 2% 2% 2%
Blood & Blood-forming Organs $451,046 2% 1% 1% 0% 1% 2% 4% 1% 1%
Myeloproliferative & Poorly Diff Neoplasms $305,286 1% 4% 1% 2% 1% 3% 2% 6% 5%
Infectious & Parasitic Diseases $276,721 1% 2% 0% 0% 2% 0% 0% 0% 2%
Hepatobiliary System & Pancreas 5186,814 1% 2% 2% 2% 1% 1% 0% 1% 1%
Injury, Poisoning and Toxic Effects of Drugs $131,172 1% 1% 1% 1% 3% 1% 1% 1% 1%
Male Reproductive System 577,874 0% 1% 1% 2% 2% 1% 0% 0% 1%
Alcohol / Drug Use 553,105 0% 1% 0% 1% 1% 1% 0% 0% 2%
Multiple Significant Trauma $32,953 0% 0% 0% 0% 0% 0% 0% 0% 0%
Burns 52,653 0% 0% 0% 0% 0% 0% 0% 0% 0%
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Medical Paid Claims by Type of Service

KPBSD
2015-16
Hospital (IP and OP}, includes professional service as iP $7,786,792
Surgery, professional services 52,865,768
Maternity 5623,891
Behavioral Health (IP and OP) $908,698
Therapy, includes PT, OT, massage, chiro, acupuncture 51,649,503
Preventive services, includes immunizations, imaging, colonoscopy $868,998
Vision services $477,462
Chemotherapy and infusion therapy $273,172
Office visits $1,038,252
Diagnotic testing (includes facilities) $3,582,794
Ambulance & emergency room $815,674
Other $1,018,313
Total medical {includes vision) 521,909,316

Based an detailed reporis from Rehn
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Medical Paid Claims by Provider Type

Alaska Public Sector Groups for Comparison

Comparison 1

Comparisen 2

Comparison 3

Comparison 4

Comparison 5

% % % % %
30% 32% 20% 30% 26%
29% 33% 40% 33% 36%
5% 9% 8% 9% Not shown
0% 0% 0% 0% Not shown
26% 25% 24% 16% 28%
1% 1% 1% 1% 2%
10% 0% 7% 10% 8%

KPBSD Norm KPBSD KPBSD
2015-16 % % 2015 CY % 2014 CY %

Inpatient Hospital $5,929,852 27% 33% $5,672,627 27% 55,763,157 28%
QP Hosp + Surg Ctr 58,819,388 40% 35% 57,663,102 36% $7,785,382 318%
Emergency Room $276,263 1% 4% $275,033 1% $229,124 1%
Birth Center $12,863 0% 0% $6,182 0% 520,907 0%
Office Visit 45,522,075 25% 22% 56,144,738 29% $5,847,516 28%
Home $329,107 2% 2% $272,674 1% $279,748 1%
Other 51,019,738 5% 4% $985,969 5% $636,078 3%
Total Medical $21,909,286 521,020,325 $20,561,912

{includes vision)
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Medical Paid Claims By Location

Amount Paid 15-

16
Kenai Peninsula 513,711,254
All Other Alaska $6,309,643
Outside Alaska 51,888,389
Total 521,909,286

Medical and vision

Top Payor Zip Codes* Qutside AK

Goodyear, AZ
Phoeniz, AZ
Asheville, NC

St. Louis, MO
Fairfield, CA
Seattle, WA
Seattle, WA
Albuguerque, NM
Boulder, CO
Portland, OR
Northridge, CA
Rochester, MN
Sandy 5pring, MD
Burlingame, CA
Seattle, WA
Luling, LA
Scottsdale, AZ

85338
85013
28801
63110
94533
98122
98124
87106
80304
97239
91325
55905
20860
94010
98101
70070
85259

*$25k or more paid per zip code
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Medical Paid Claims by Top 25 Providers

KPBSD 2015-16 Fiscal Year

1|Central Peninsula Hospital and associated providers
Central Peninsula Hospital 55,047,402
Central Peninsula Orthopedics $180,075
Central Peninsula Foot and Ankle $157,317
Central Peninsula Family Practice $121,118
Central Peninsula Urolagy 560,917
Central Peninsula Surgical Associates 559,353
Central Peninsufa Hospital Providers 548,513
Central Pensinsula Pain Management 534,692
Central Pensinsula Neurology 523,255
Heritage Place 516,583
Kenai Medical Center - CPH 58,145
Central Peninsufa Family and Practice - Kobuk 55,760
Central Peinsulo Surgical SE 55,612
Central Peninsula Women's Health 51,924
Total §5,770,664
2|SPH and Homer Medical Center
South Peninsula Hospital $2,195,399
Homer Medical Center / Clinic 5121,093
Total $2,317,392
3|Providence Alaska Medical Center 51,741,604
4]Alaska Regional Hospital $1,242,187
5|Western Regional Medical Center 5484,727
6|LifeMed Alaska $431,302
7|surgery Center of Kenai 5358,168
81Kenai Spine / Sportsmed Alaska $341,110
9|Medicenter 5324,071
10|Kenai Physical Therapy $207,031
11iAlaska Heart Institute $185,341
12|Peninsula Internal Medicine $184,088
13|Alaska Urological institute 5175,962
14|Providence Seward Medical Center 5168,535
15|North Star Medical Imaging $165,362
16|Kenai Peninsula Orthopaedics $161,251
17|Karpik & Rice Eyecare / Kenai Vision Center $146,673
18|Katmai Oncology Group $144,974
19{Providence Adolescent $143,932
20}Curtis L Buchholz $127,516
21|Health North Famity Medicine $119,939
22|Advanced Physical Therapy $119,472
23|Anchorage Radiation Therapy 5117,513
24| Alaska Spine Institute / Alpine Surgery Ctr $111,584
25|Alaska Native Med Ctr / ANTHC $109,657
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KPBSD Surgeries Paid in 2015-16 Fiscal Year

Shoulder Surgery
Number Surgical CPT [Provider Type of Service Billed Paid
CPH Anesthesia 53,258.85| $2,444.14
CPH Surgical Professional $965.21| $897.65
Total $57,233.08| $45,275.82
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How health care costs are bleeding Alaska dry - Alaska Dispatch News Page 3 of 4

In fact, we don't know exactly why Alaskans pay more at the store for products. Some part is shipping
(much more in rural areas). But a bigger part of the higher cost of living in Alaska could be due to extreme
health care costs borne by employers, which are passed through to consumers.

Guettabi said there are no big, si le solutions, and tht.. is one reason why we've made little progress.
Polic 1akers like to speculate and focus on single factors. It's fun to be envious of doctors and blame it
on their salaries.

But something deeper is wrong with this system. After all, if Alaska doctors are making so much more
than they're worth, why aren’'t more doctors flocking here to take those jobs and driving the salaries
down?

Guettabi said the problem lies in administrative overhead, t hnology, the cost of dying, underfunding of
public health, and ...e cost of prescription drugs, as ell as physii nincomes.

Those many factors point to a problem with the way we buy health care. Obamacare expanded co rage,
but failed to fix the cost of the system, especially in Alaska. Cost controls aren't working satisfactorily
anywhere, but they're working worst he .

Until last year, the Alaska Health Care Commission studied the problem and m ‘e many detailed
recommendations. But the Legislature defunded the commission to cut 2 budget (truly an example of
being penny wise and pound foolish). Few of the recommendations for ~ tconta ment have been
adopted.

The Medicaid bill that passed the Legislature this *~ar includes money for a study to find out if the state
could save by combining all its health plans into a single pool run by an authority. That feasibility study is
due next January.

But that won't help the rest of us. We need to address cost.

Effective cost control would be painful for some. If it works, we might see a break in the construction of
new buildings in the U-Med area, whict -ould mean fewer construction jobs, fewer new hires to fill the
buildings and provide care and less profit for the hospitals.

Our choice, however, is to become a society that just works for health care. There's got to be more to life
than that.

The views expressed here are the writer's and are not necessarily endorsed by Alaska Dispatch News, which
welcomes a broad range of viewpoints. To submit a piece for consideration, emai
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Alaska's extreme health care costs destroy ¢~ mic opportunity and warp lives - Alaska Dispatc... Page 2 of 4

His business is thriving, so Paszalek is close to paying off the lis.

"That's been the hobby of the summer, paying off medical bills,” he said.

1

Shopping around outside Alaska helps some families. State Senate candidate Forrest McDonald gets his
coverage through the Veterans Administration, but his wife, Jini, whom he met while serving in the Army
in Korea, does not. When she got pregnant, they realized she could have the baby there for about $900 out
of pocket  pay $15,000 for the same services in Anchorage.

Now she's away while he campaigns. The dental work she :eded would« 3t $5,000 here. In Korea, she
can get the same work, plus pay for flights for herself and the two children, and an extended visit, for less
total cost.

When they're home, the children get coverage through De li Kid Care, funded by the state and federal
g ernment.

"This is why it really kills me, because [ want to pay for everythii  but the costs are so extre e, it's not
possible mathematically,” said McDonald, who has made health care a major part of his campaign. "I can
pay for everything else in my life, but I can't pay for this.”

I've spoken to many people who went outside Alaska for treatment. A self-employed engineer in his 50s
said he ran the numbers and realized he could drop I individual policy, pay the tax pen: y, and do all
his medical work out of pocket, including taking trips Outside for vision appointments, and still save a lot
of money. If he gets seriously ill, he can always buy a policy.

Healthcare Cost Binder 2-2-17
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Alaska's extreme health care costs destroy economic opportunity and warp lives - Alaska Dispatc... Page 4 of 4

And who knows what else we're losing, as we crush daring young people who want to start new businesses
- and create new opportunities?

Jernstrom owns The Boardroom, a shared work space for entrepreneurs and freelancers. She said many of
the people who work there have spouses with insurar - from government or large organizations. For

thos  without that advantage, she often hears health care menti. ed as a factor in giving up and findipg a
job.

We're not just impoverishing ourselves by paying so much for health care. We're throwing away our
future.

The views expressed here ai the writer's and are not necessarily
welcomes a broad range of viewpoints. To submit a piece for con:
bmissions shorter than 200 words i

Health

About this Author

Charles Wohlforth

Charles Wohiforth's column appears three times weekly. A lifelong Anchorage resident, he is the author of
more than 10 books, and hosts radio shows on Alaska Public Media. More at wohlforth.com.
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Some Alaska medical specialists charge as much as 10 times more than doctors in Seattle. Becau... Page 3 of 3

There are solutions to these preblems.

Outside Alaska, managed care organizations bring the entire system in-house, so they can pay reasonable
salaries and control costs. That hasn't happened here, possibly because most Alaskans are aiready covered
by government-funded programs, including those for seniors, vete:  and Alaska Natives, leaving too few
patients for:  inaged care system.

The state of Alaska could use its power to increase competition. For example, the attorney general
intervened withz  rust laws when Safeway bought Carrs grocery stores in 1995, A grocery monop  isa
lot less expensive than a medical cartet.

The Alaska Legislature could pass !aws requiring transparent,  come-based pricing. Contractors and au
mechanics give firm total price bids in advance. So could hospitals and doctors, with exceptions for
emergencies.

There are many other ideas. I'll write more about them. But there is a catch. For any solution to work, those
who are getting rich from the current system will have to receive less.

The views expressed here are the writer'.  d are not necessarily endorsed by Alaska Dispatch News, which

serrlonsene o b e b niess e gubmil dece for consideration, eme?!

ubmisstons shori  han 200 words b r
About this Charles Wohlforth
Author

Charles Wohlforth's column appears three times weekly. A lifelong
Anchorage resident, he is the author of more than 10 books, and hosts radio
shows on Alaska Public Media. More af wohlforth.com,
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Health care divides Alaska's haves and have-nots. And the haves are in charge. - Alaska Dis tch... Page 4 of 4

Firefighters covered by a Northwest region health trust feel the problem too, id Thom: Wescott,
- president of Alaska Professional Firefighters, in a message: "We are constantly looking for ways to reduce
medical costs be 1se we cannot expect the trust to cover these high ~rices we experience in Alaska.”

Emp’ sees of companies pay part of their excessive health care costs when emplc-2ts increase co-pays,
deductibles and premiums. Workers also pay, but don't know it, when their employers put compensatipn
money toward health care increases rather than giving raises and bonuses.

Alaska businesses are  ing competitiveness or are never starting because health care is too expensive,
That's what it looks like when health care eats the economy.

!
Our economy ran for many years as a machine for ending money that came from Prudhoe Bay and the
federal government ny way you divide up free money coming from outside the state, it provides
economic activity and jobs.

In Alaska, medical specialists used their share for Hillside mansions and granite counter tops in their
clinics, employing contractors. Health ¢i  :was a way of serving up the gravy train.

But now that competitiveness matters, those old habits are leac g us off a cliff. And the people at the
wheel seem to be least aware of the peril.

The views expressed here are the writer's and are not necessarily endorsed by Alaska Dispatch News, which
welcomes a broad range of viewpoints. To submit a piece for consideration, email
unissions shorter than 200 words t

Health

About this Author
Charles Wohlforth

Charles Wohlforth's column appears three times weekly. A lifelong Anchorage resident, he is the author of
more than 10 books, and hosts radio shows on Alaska Public Media. More at wohiforth.com.
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Nonprofit Providence Alaska Medical Center is getting rich on the health-care crisis - Alaska Dis... Page 5 of 5

A fair and sustainable system would stop that flow. Patients would pay for the costs they caused.
Providence and other health care providers would profit by -oducing results.

There is a way to make that happen, as I'll discuss in my next column.

The views expressed here are the writer's and are not necessarily endorsed by Alaska Dispatch News, which
welcomes a broad range of viewnaoints. To submit a piece for consideration, email
mnissions shorter than 200 words t¢

Health Health Care

About this Author

Charles Wohlforth

Charles Wohlforth's column appears three times weekly. A lifelong Anchorage resident, he is the author of
more than 10 books, and hosts radio shows on Alaska Public Media, More at woh!forth.com.
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How to transform Alaska's health care system into something we can afford - Alaska Dispatch N... Page 1 of 3

How to transform Alaska's health care system into
something we can afford

& Autho © Updated: December 28,2016 i Published December 28, 2016

Alaska's health care cost crisis is not as complicated as it looks.

In this series of columns, I've tried ta simplify the issue by following the money. Health care spending is
devouring Alaska's economy and government budgets. Where is all that money going?

In asking that question, we don't need to taik about national issues, such as the Affordable Care Ac ug
prices, health trends, CEQ salaries, or doctors’ student loans. If Alaska had orly those problems, we would
be in far better shape than we are today.

Alaska's s dingand cost increases exceed the rest of the country so dramatic  + that just getting down
to the high-end of average 1d be a major victory. /

th national issues out of the way, following the path of our money is fzirly straightforwa

We pay too much for care. Providers and hispitals, as a whole, ¢ too much. That's the key differential
from the ather states. Alaska’s cost of living, transportation challenges, malpractice insurance and harsh
climate are smaller issues in comparison to excessive profit and compensation.

The competitive forces that hold down prices elsewhere, mostly through insurance companies negotiating
with providers, don't work in Alaska because of our smail size and isolation from I; 1 markets. Many
specialists have monopolies and there are too few hospitals for robust competition.

State policy has made this problem worse nd will cover maore in my
next one.

But I'm skeptical that competition among providers could ever control prices in Alaska. Qur population is
too small to support many competing specialists and hospit.

an option for some procedures — an option insurance companies
SUPPUIL Y10 MAITY A135Kans are using — but it isn't a solution to the lack of competition.

W ut competition, the remaining prescription for high costs is e ged care.

Alaska Natives already enjoy this kind of care. At Southrentral Foundation, which provides primary care to
65,000 Natives in Anchorage and around the region, east to the Copper River and west to the Aleutians,
teams of salaried medical professionals work with pat  ts for overall health, not to earn fees from
individual examinations or procedures.
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+Jow to transform Alaska's health care system into something we can afford - Alaska Dispatch N...

Managed care eliminates the incentive to do more medica’  ocedures and charge more for them. ldeally, a
single organization is responsible for the overall heaith of .embers, whose pavment is the same regardless
-of what services they need.

When combined with a team approach, evidence shows the concept  1savealotof  ney and deliver
good results.

In Anchorage, Southcentzal's Nuka System of Care inciudes behavioral and mental health, vision and
dentistry, education, youth and elder programs, suicide prevention and many other services. Patients are
called customer-owners and become part of the team of providers.

"You're not expected to just be a patient who walks in the door and says, Help me, I'm sick, ~ said
Southcentral CEQ Katherine Gottlieb. "It's now a journey of wellness together.”

Surveys of patients and employees show high satisfaction and Southcentral won a prestigious national
quality award. It reduced emergency room and hospital admission each by 36 percent from 2000 to 2015.
Visitors come from all over the United States to study its work.

Southcentrat cost  out $500 a month per member, mostly paid by the federal government. That cost does
notinclude h  (tal care.

I could not find a comparable cost for the same services in the private sector, and Southcentral dig not
provide a total cost per member for all care. (One of Alaska's serious deficiencies is a lack of research on
these issues.)

But from experience, | know many in Alaska paying for unsubsidiz alth insurance individually would
be delighted by the price.

Could non-Native Alaskans get managed care?

Managed care systems only work with a iarge population that spreads the dsk of hi  cost patients. It also
requires patients to give up individual choice. You have to be willing to go along with the te:  oncept,
which means seeing doctors the organization chooses — doctors on sz without a profit motive.

The system has worked in states with smaller populations than Alaska, but not here, In 1998, the
Legislature passed a poison-pill law that requires managed care organizati  to allow members to see any
doctor they choose, defeating the central concept.

the e could change this. Besides repealing the law, the state could use its buying power to create a
managed care organization that private employers and even individuais could join.

In addition to saving maney and improving heaith, a managed system open to all would create real
competition for private providers, holding down everyone'  sts.
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How to transform Alaska's health care system into something we can afford - Alaska Dispatch N...

In its current self-insurance plans, the state covers 17,000 employees and dependents and 69,000 retirees
and dependents, according to the Department of Administration. Alaska has another 58,000 other public
employees in state and Jocal government, schocl districts and the univer  (not counting dependents).

A managed care system fo those people would be more than large encugh to share risk.
What would that look like?

I don't think I would want the government to hire my doctor, but the state could contract competitively to
set up a managed care system. Hospitals already operating here would have the facilities to bid oni such an
opportunity. Or, perhaps, a firm like California's highly regarded Kaiser Permanente managed care system
could come to Alaska.

Every system has problems and managed care produces horror stories just as traditional care does. Not
every outcome would be:  roved nor all waste eliminated.

But only transformation can save Alaska's health care system, our economic competitiveness and
government finance, We must reroute the path of cur money to create a better system.

Almost everyone [ talked to while writing these columns, including the top people at hospitals, insurance
companies, state age  :s and doctor organizations, agreed it i5 too late for small or incremental solutions.

But pelitics is a serious barrier to major change. Those on the receiving end of the money flowing through
the current system would lose if we changed it to something fairer and more efficient. And they have
plenty cf power to fight back, as I'll discuss in my next column.

The views expressed here are the writer's and ar )t necessarily endorced hu Alackn Dicortch Nowe which
! ~ " wpoints. To submit a piece for con
missions shorter than 200 words t
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