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Q Ckay. So did UnitedHeal thcare prior to June of

2015 cover transgender healthcare benefits for its fully
I nsured clients?

A. Not across the board. They may have had a few
state mandates or riders, but they did not cover it
across the board.

Q Did you advise UnitedHeal thcare in your
enpl oynent there during the course of your enploynent
there that it should cover transgender healthcare
benefits for its fully insured clients?

A No.

Q During the course of your enploynent at
Uni t edHeal t hcare, did you advise UnitedHeal t hcare that
covering transgender healthcare benefits for its fully

insured clients would result in immterial cost

I ncreases?
A No.
Q Do you know why UnitedHeal t hcare did not cover

transgender heal thcare benefits during the course of
your enploynent there for its fully insured clients?

A No, | don't know.

Q I n your opinion, was it unreasonabl e that
Uni t edHeal t hcare did not cover transgender healthcare
benefits for its fully insured clients during the course

of your enploynent?
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Q Yes.

A kay. Yes, that's ny understandi ng.

Q |f the State of Arizona renoved that excl usion,
Is it likely that the State of Arizona would realize an
I ncrease in cost to the health plan?

A Yes.

M5. COHAN: ['mgoing to mark now an
anmended version of the Exhibit E to your report and that
will be Exhibit 3.

(Exhibit No. 3 was nmarked.)

Q BY M5. COHAN. Can you see that docunent?
A Yes.
Q Can you explain to nme what this Exhibit E
refl ects?
A It is references to docunents that | relied on

I n doing ny report.

Q How did you rely upon the report that you
aut hored from Boyden versus the State of W sconsin?

A To nme, that was the anchor point of the
analysis. The nethods used in the WIllians report that
| reviewed was as good as | thought we could get at that
period of tinme in terns of an estimate so, to ne, that
was the best source of data, the best source of truth
for the cost of the estinmate.

Q And if | understood you correctly earlier, your
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MR, GARBACZ: That's all the questions |
have.

M5. COHAN.  Ckay.

MR, GARBACZ: Joan will want to take a
| ook at the transcript and nake sure so | don't -- is
that -- howis that going to work this tinme? Are we

going to have that send around?

M5. COHAN: Are you requesting to read and
sign?

MR, GARBACZ: Yes.

M5. COHAN:. Okay. Then we can have you
read and sign. That's fine.

MR. GARBACZ: By read and sign, | nean
M ss Barrett, yes.

M5. COHAN:. Thank you very nuch, everyone.

(5:14 p.m)

JOAN BARRETT, FSA, MAAA
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STATE OF AR ZONA )
SS.
COUNTY OF MARI COPA )

BE I T KNOMNWN that the foregoing proceedi nhgs were
taken before ne; that the witness before testifying was
duly sworn by ne to testify to the whole truth; that the
foregoi ng pages are a full, true and accurate record of
t he proceedings, all done to the best of ny skill and
ability; that the proceedi ngs were taken down by ne in
shorthand and thereafter reduced to print under ny
direction.

| CERTIFY that | amin no way related to any of
the parties hereto nor aml in any way interested in
t he outcone hereof.

[X] Review and signature was requested.
[] Revi ew and si gnature was wai ved/ not
request ed.

| CERTIFY that | have conplied with the ethica
obligations set forth in ACIA 7-206(F)(3) and ACJIA 7-206
J(1)(g)(1) and (2). Dated at Phoeni x, Arizona, this 9th
of July, 2021.

/s/ Jenni fer Hanssen
Jenni fer Hanssen, RPR
Certified Reporter
Arizona CR No. 50165

* * * *

| CERTIFY that GRI FFI N GROUP | NTERNATI ONAL has
conplied with the ethical obligations set forth in ACIA
7-206 (J)(1)(9) (1) through (6).

/s/ Panela A. Giffin

GRI FFI N GROUP | NTERNATI ONAL
Regi stered Reporting Firm
Arizona RRF No. R1005
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Q And what did you say in response to those
conversations?

A Currently not covered by our plan.

Q Dd you tell them ADOA was expl oring the
possibility of covering surgery for gender dysphoria?

A | said we were researching it.

Q And did you research it?

A Yes.

Q And | think the research took place around this
time, starting in Septenber of 2015 and went through -- at

| east through Novenmber of 2015. W can | ook at the
docunents, and wll, as tine all ows.

What did the research tell you about
coverage for gender dysphoria surgery?

A | think the majority of our plans said that it
was not covered and, you know, confirmation that sone
states did cover it.

Q So were you | ooking to see whet her other states
covered it to determ ne whether the ADOA should cover it?

A | was researching what -- what existed as far as
in the benefits world, reached out to Mercer, reached out
to all of our health plans, trying to gather as nuch
i nformati on as possible about it to help informa

deci si on.

26

Q Well, one of the things that the ADOA health pl an

Glennie Reporting Services, LLC
602.266.6535 www.glennie-reporting.com
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29

Q Coul d you tell us what they are?

A Aetna, Cigna, Blue Cross Blue Shield of Arizona,
and Uni t edHeal t hcar e.

Q D d any of those conpanies offer surgery --
surgery for gender dysphoria, on any of their conmmerci al
pl ans or any plans at all?

A You know, | know we received the emails, but I
don't renenber what the response was.

Q You don't renenber whether you could have asked
Aet na, for exanple, whether they covered gender dysphoria
surgery and what answer they gave you?

A | remenber asking the question of all four plans.
I don't renmenber which -- what plan responded w th what
answer .

Q Ckay. But you do renenber that sone of the plans
told you, yes, and we do cover gender dysphoria surgery?

A My biggest recollectionis that it was not
covered, the majority of the response was it was not
cover ed.

Q Majority. So that -- WAs there a mnority that
did cover it?

A | think so. | --

Q Ckay. Well, we can -- we can |l ook at exhibits to
ferret that out.

Do you recall any states offering surgery

Glennie Reporting Services, LLC
602.266.6535 www.glennie-reporting.com
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1| for gender -- gender dysphoria under their State plans?
2 A Well, just based on the enmail from Chanell e that
3/ we just | ooked at, those states do offer transgender

4| benefits. But | guess based on this | don't know whet her
5 it's surgery or what the benefits are.

6 Q Ckay. Was one of the issues in determning

7 whether the plan offered by the Arizona Departnent of

8 Administration for enpl oyees of the State of Arizona,

9| which included the faculty and staff at -- at the

10| wuniversities, based on the cost of that benefit?

11 A | would say that in researching it that was one
12| of the itens that we did research, was the cost of the

13| benefit.

14 Q And you determ ned that the cost was de mnims,
15| didn't you?

16 A As | recall there was a range of costs.

17 Q And based on additions to prem uns for those who
18| participated in the plan, what was the range? Cents per
19| prem um

20 A | -- 1 know we just reviewed that | ast Sunday,
21| but | can't -- | don't renmenber what the range was.

22 Q Wll, it was as low as three cents. Do you

23| recall that?

24 A | don't recall.

25 Q Ckay. But you recall that all the additions were

Glennie Reporting Services, LLC
602.266.6535 www.glennie-reporting.com
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Marie Frances Isaacson - 03/26/2021

at which Mke Liburdi and you and others attended say that
t hey had di scussed this natter with the governor?

A Not that | recall.

Q Did anyone there say that the governor had a
poi nt of view on this issue?

A Not that | recall.

Q What position did Scott Bender have at the -- in

Septenber of '16 at or around the tinme this neeting took

pl ace?
A Pl an adm ni strati on nanager.
Q And did he report to you?
A Yes.
Q Let's turn to Tab 26. W'Ill mark that, if it

hasn't been marked, as ABOR Exhibit 102. And if you wll
go to Bates Page Nunmber 119501 of that exhibit, which is
the last -- or the first, the first email in this string.
You'll see an email from N colette Schultz to Jill
Met zi nger, with a copy of Christina Corieri.
See that?

A Yes.

Q It doesn't appear that you got a copy of that
email when it was sent in Septenber of 2016. And I'm
| ooki ng to see whether you were copied on any of the other
emails, but I"'mnot sure that you were.

Do you recall seeing this string of enmils

Glennie Reporting Services, LLC
602.266.6535 www.glennie-reporting.com
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1| all the different vendors but I don't know if this was one
2| or not.

3 The one that we just went over with Nickie,

4| 1 do renenber that one specifically.

5 Q Ckay. Well, what | want to get at in this enail

6/ is, in the second enail, on Page 5656, where Evel eth Ray

7 at Aetna wites to Scott Bender reporting from Aet na

8 legal, in the first sentence under that, quote, generally,
9| enployer self-funded plans are not affected.

10 Did you know what that neant?

11 A "' massum ng that it neans that self-funded pl ans
12| are not inpacted, based on Aetna | egal.

13 Q | npacted by sone federal |aw? |npacted by what?
14 A l"mjust |ooking at -- It just says the final

15 rule, so I'"'massumng that's what he's referring to.

16 Q Ckay. And the ADOA plan is at least partially

17| self-funded; is that correct? O is it totally

18| sel f-funded?

19 A It is totally self-funded.

20 Q Ckay. So let's go to --

21 A. O it was.

22 Q Hm? \What ?

23 A | said, or it was. |'mnot sure what's happening
24| now.

25 Q Well, as they used to say, the tines they are

Glennie Reporting Services, LLC
602.266.6535 www.glennie-reporting.com
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1 Q Do you recall what was the occasion to wite this
2 down?

3 A | don't. May have been training. |'mnot sure.
4 Q You don't recall who -- if this is notes froma
5| tel ephone conversation or notes froma neeting? Do you
6 recall that?

7 A It could be. | -- 1 don't know | don't

8 renenber.

9 Q Do you know - -

10 A It could be training. It could be a phone

11| conversation.

12 Q So on the right-hand side in the mddle it

13| says[as read]: AHCCCS, A-H CCCS, equals hornone

14| therapy for others. Wy not cover it?

15 So hornone therapy was not covered in

16 | Cctober of 2015; right?

17 A That's right.

18 Q Wasn't covered till January 1, 2017.

19 But do you nean by this that AHCCCS covered
20| hornone therapy as of October 20157

21 A | don't know what | neant by it.

22 Q Ckay. Do you know i ndependentl|y whet her AHCCCS
23| covered hornone therapy?

24 A | don't.

25 Q Was it inportant to you to know what AHCCCS

Glennie Reporting Services, LLC
602.266.6535 www.glennie-reporting.com
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1| covered?

2 A. Il -- 1 was | ooking at everything. Like | said,
3| all the plans, other states, what was AHCCCS doi ng,

4| just -- just gathering infornmation.

5 Q So AHCCCS stands for Arizona Heal thcare Cost

6 Containnent System Wiich is the Arizona inplenentation
7 of Arizona Medicaid; correct?

8 A Yes.

9 Q And the wheel has cone full circle because that's
10| how | net your husband. | think. At |east we had a heavy
11| involvenent in that programat one tine.

12 You will see a reference to -- underneath
13| that -- Section 1557, inpos [sic] recipients of

14| discrimnation on -- Maybe you can read that for ne.

15 A [As read]: Section 1557 equal s i nposes

16| recipients of discrimnation on -- Not a very good

17| notetaker, | guess.

18 Do you want ne to keep readi ng?

19 Q Yeah, | -- | want you to interpret for ne. The
20| next sentence | think says [as read]: Blanket disallow
21| not all owed equal s transgender.

22 Does that refresh your recollection as to
23| what the -- what you neant by that and what you heard?
24 A I'"'m-- I"mreading the bl anket disall ow not

25| al |l owed.

Glennie Reporting Services, LLC
602.266.6535 www.glennie-reporting.com


mvarilek
Rectangle


Case 4:19-cv-00035-RM-LAB Document 296-3 Filed 09/26/22 Page 16 of 157

© 00 ~N oo o b~ w N P

N RN N NN R R R R R R R R R
g N W N P O © O N o 00 M W N Rk O

Marie Frances Isaacson - 03/26/2021

100

Q Is it typical for the health plans to cone to the
ADOA recommendi ng t hat coverage be extended for treatnent?
A Il -- I would say it's typical that the health
pl ans conme to DOA with various recommendati ons: what to

cover, what not to cover, changes to nake.
Q How of ten woul d you say, in your tinme working at

ADOA, this happened?

A That they recommended changes?
Q Yes.
A W net -- we net regularly. W nmet -- | -- |

can't renenber how often. Quarterly at least with the

health plans. | can't say that each of those neetings
resulted in recommendati ons of change. |t was nore how
the -- how the plan was doing, a review of -- of the plan

and utilization.

Q So continuing to focus on this gastric sleeve for
bariatric surgery, do you recall the outcone of that
nquiry?

A It was added as a benefit.

O | should say, to be clear, extended a
benefit. So for the type of surgery.

Q Does that nmake a difference, whether a benefit is
bei ng added or extended?

A | just wanted to be clear. It wasn't new, it was

just an extension of the type of surgery we woul d cover.

Glennie Reporting Services, LLC
602.266.6535 www.glennie-reporting.com
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Marie Frances Isaacson - 03/26/2021

1| cover it or not.

2 A Correct.

3 Q And then the -- these managers woul d then do

4| research about the cost of that coverage?

5 A Il think it was reversed. | think they woul d have
6 done the research first and then brought it to ne.

7 Q And there coul d have been other -- other research
8 along with that, including, you know, considering what

9 other states are covering?

10 A Maybe.

11 Q And then you would bring that information to the
12| director's office?

13 A Ri ght .

14 Q And what woul d happen after that?

15 A Then it was presented to the governor's office.
16| It was all part of the contribution strategy di scussion,
17| and any changes in the plan and whether or not there

18| needed to be a change in the contribution strategy.

19 Q So for any change to the plan it was ultinately
20| presented to the governor's office at sone point.

21 A At sone point, yes.

22 Q Were there any changes to the plan you can nake
23| decision on by yourself?

24 A Not that | recall. | nean -- Not that | recall,
25| no.

119

Glennie Reporting Services, LLC
602.266.6535 www.glennie-reporting.com


mvarilek
Rectangle


Case 4:19-cv-00035-RM-LAB Document 296-3 Filed 09/26/22 Page 18 of 157

Marie Frances Isaacson - 03/26/2021

120

1 Q Were there any changes to the plan that the

2| director's office can nake thensel ves?

3 A You know, there -- As an exanple, a pharnacy

4| change, to change fromone type of drug to a different

5| drug to save noney, that would be recommended by the

6| pharmacy benefit nmanager. And that -- that wasn't,

7| though, a contribution strategy di scussion. That was --
8| that could have been mdyear. And that -- | would have
9| brought that to the director's office and they woul d nake
10| a determ nation as to whether or not the governor's office
11| would be notified of that. |'mnot sure when they did or
12| didn't notify the governor's office of those types of

13| deci sions.

14 For plan design and the contri bution

15| strategy the governor's office was al ways invol ved.

16 Q So to be clear, yes, there were sone deci sions
17| that the director's office can nmake thensel ves.

18 A | -- 1 don't know because | don't know every

19| decision that was run by the governor's office or not.

20 Q But do you know whet her the governor -- the

21| director's office could make a decision, for exanple, on
22| pharmacy benefits by thensel ves?

23 A | don't know the answer to that.

24 Q WAs there anyone el se beyond the director's

25| office and the governor's office who was involved in

Glennie Reporting Services, LLC
602.266.6535 www.glennie-reporting.com
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1| plan excludes that the ADOA receives multiple clains for
2 it to cover, does the ADOA then assess whether to cover

3| that procedure?

4 A Not if it's excluded, no.

5 Q So nust there be sone other external factor that
6 causes the ADOA to consider whether to nmaintain an

7| exclusion or not?

8 A As | nmentioned before, the nedical directors from
9 the plans cone forward with ideas. That is one way that a
10| recomrendati on cones forward.

11 Q So if the nedical directors cane forward with

12| a -- a treatnent that they thought was nedically

13| necessary, would that factor into the ADOA' s deci sion of
14| whether to cover that treatnent?

15 A Yes, | -- 1 guess it would.

16 Q What are the origins of the exclusions in

17| general ?

18 A My understanding is that when the State went

19| self-insured they took the plan design that was in place
20| and adopted that as their plan design.

21 Q When did the State go sel f-insured?

22 A | -- 1 don't renenber exactly. Maybe 2000 -- |
23| don't know the tinme frane, honestly.

24 Q Were you then enployed by the State?

25 A | was.

Glennie Reporting Services, LLC
602.266.6535 www.glennie-reporting.com
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1| secretary.

2 MR CURTIS: | concur, Paul.

3 Q BY MR WALL: So Ms. |saacson, was the -- did the
4| State's plan go self-insured sonetine between 2002 and

5| 20097

6 A Cl oser to 2002, | would say.

7 Q And | believe you said that the State adopted the
8| plan design that had been in place. |Is that right?

9 A Yes. That's ny under st andi ng.

10 Q Where did that plan design originate?

11 A | believe it was G gna, but | don't know.

12 Q Do you know if the plan's exclusion of

13| transgender benefits was in place when the State went to a
14| self-insured plan?

15 A | believe it was.

16 Q So when you becane the benefits director the plan
17| excluded transgender benefits.

18 A Yes.

19 Q Woul d you turn for ne, please, to Tab 40 of that
20| binder.

21 THE COURT REPORTER: And mark it as an

22| exhibit?

23 MR WALL: Yes, na'am

24 Q BY MR WALL: So Ms. Isaacson, this is a very

25| long docunment so | won't ask you to reviewit. But do you

Glennie Reporting Services, LLC
602.266.6535 www.glennie-reporting.com
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Marie Frances Isaacson - 03/26/2021

200
excl usi on of transgender benefits in 2016, is this what
you have -- is this what you have in m nd when we talk
about that topic?
A. Yes.
Q And is this the | anguage you believe was in place

when the plan went self-funded?

A | believe so.

Q You don't recall any other version of this
exclusion prior to 2016, do you?

A. No.

Q Do you know the original rationale for this
excl usi on, Ms. |saacson?

A | think the State -- My understanding is the
State just adopted the plan that was the fully insured
pl an desi gn.

Q Dd the State undertake any review of the plan
design when it adopted it?

A | was not involved in that decision. | don't
know.

Q D d the ADQA undertake any review while you were
the benefits director of the plan design?

A Those -- Yes.

Q Ddit -- didit review-- Howdid it go about
t hat review?

A. Based on recommendati ons on an annual basis

Glennie Reporting Services, LLC
602.266.6535 www.glennie-reporting.com
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Marie Frances Isaacson - 03/26/2021

331
1 A 800 mllion for the nedical side.
2 Q And -- and you are saying that 3.6 out of
3| 800 mlIlion is significant?
4 A Seens significant.
5 Q ' msorry?
6 A It seens significant.
7 Q Did you consider the cost in -- increase in
8 premum per enployee to be significant that it set out
9 there in the last bullet?
10 A. No.
11 Q Under the plan, the prem uns woul d have been
12| raised to cover the costs. Isn't that the way it's done?
13 A Yes, that is the way it's done.
14 Q So ultimately it's the people who receive the
15| benefits, the enpl oyees who are covered, who will pay the
16| cost.
17 A And the State.
18 Q well, how --
19 A The State agenci es.
20 Q How does the State end up paying it if the
21| enployees are paying the extra cost by an increase in the
22| prem unf
23 A It's a split. The contribution strategy is a
24| split between what the State pays and what the enpl oyee
25| pays.

Glennie Reporting Services, LLC
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1| STATE OF ARI ZONA )
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38

probl ens, but yes.

Q And | ots of huddles also --

A Ri ght .

Q -- sounds like.

Do you typically interact with insurers in
your role?

A So you are using a termand | don't know how
you're using it. W refer to themas carriers. W are a
sel f-insured program So what we purchase froma carrier,
which is what you probably would call an insurer, and --
and |I'Il use UnitedHeal thcare as an exanpl e.

We have a contract with UnitedHeal t hcare
t hat pays on a per nenber, per nonth adm nistrative basis.
Access to UnitedHeal thcare's network of providers and
access to their clains processing systens, which is -- You
know, those are -- those are extrenely conplicated and
robust systens, okay? W -- The actual clains that are
i ncurred by our nenbers are paid out of what's called the
speci al Enpl oyee Health I nsurance Trust Fund. And it's
a-- it's a State fund that accunulates all the prem uns
that -- that, you know, State enpl oyees, the State
agencies, the retirees, and COBRA people pay into the --
into this fund, and then fromthat fund we pay the clains
as they are submtted to us by the carrier, okay?

So we are not actually insured by anyone.
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1 And we do not maintain any -- any other kind of stop-I|oss
2| insurance. W are fully self-insured and all the clains
3| are our responsibility to pay. But we use the systens

4| that are provided by the carrier to do that.

5 Q | see.

6 So you nentioned UHC bei ng one of the

7 carriers. |s Aetna another carrier?

8 A Aetna and Cigna were carriers up until

9| January 1st of this year. They did -- we did a

10| procurenent, a very lengthy procurenent to do a new

11| nedical carrier contract, and Aetna and G gna were not

12| successful. Blue Cross and UnitedHeal thcare were, were
13| successful.

14 Q So the current carriers are UnitedHealthcare and
15 Blue Cross Blue Shield of Arizona?

16 A That's correct.

17 Q Any ot hers?

18 A We have other carriers for dental insurance. W
19| have a fully insured dental product. W have a life

20| insurance. W have vision insurance. And those are also
21| fully insured. W have short-termdisability insurance;
22| we have long-termdisability insurance which are al so

23| fully insured.

24 Q But for medical benefits, UHC and Bl ue Cross?

25 A That's correct.
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Paul Shannon, Videotaped - 06/25/2021

98

Q In response to telling cowrkers at the ADQA t hat
you had been naned a defendant in this |lawsuit, did anyone
respond with a comment or a sentinent about transgender
rights or individual s?

A I don't recall any conversati ons about that.

Q D d you have a conversation with Scott Bender
specifically about sending information to you so that you
coul d better understand what happened when t he deci sion
was made to maintain the exclusion in 20167

A | think my conversations with Scott Bender at
that point were to try to understand the validity of the
| awsuit and our exposure under the law to the all egations
of the lawsuit.

Q So did you -- So why woul d Scott Bender have been
sendi ng you this exchange with the governor's office?

A You' d have to ask Scott that.

Q Dd you ask himto send you informati on about the
deci sion that was nmade in 20167

A | don't recall asking himto -- about how the
deci si on was nade.

M5. SHEETS: | think we should take a
ten-m nute break here and go off the record.

THE VI DEOGRAPHER: O f the record at
11: 23 a. m

(Recess.)
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Paul Shannon, Videotaped - 06/25/2021

124

the ADOA. So at a high level, 1'll just ask you, what, in
your experience, typically goes into a consideration when
t he ADOA is deciding whether to cover a benefit?

A. Wll, the first and nbpst obvious would be if
there's sone |aw that conpels the benefit to be provided
or prohibits a benefit from being provided.

The second and nore -- nuch nore conmon way
Is that annually we neet with the nedical directors from
our carriers and ask them for advice on how to change our
benefit plan. And that's -- that would be around the cost
effectiveness and -- and clinical effectiveness of
particular treatnents or -- or nedications. And those
nmedi cal directors will typically give us the advice of how
they are -- you know, how they believe those benefits
shoul d be added or del et ed.

Q Do you -- Well, so | heard cost effectiveness,
clinical effectiveness, and the | egal aspects of when
sonmething's prohibited or required. Are there other
consi derations that you can think of that the ADQA
typically considers in naking these decisions?

A. | can't think of any, no.

Q Does the ADOA, in your experience, always take
into account those three categories of infornmation: the
cost effectiveness, the clinical effectiveness, and the

| aw?

Glennie Reporting Services, LLC
602.266.6535 www.glennie-reporting.com



mvarilek
Rectangle


Case 4:19-cv-00035-RM-LAB Document 296-3 Filed 09/26/22 Page 31 of 157

© 00 ~N oo o b~ w N P

N RN N NN R R R R R R R R R
g N W N P O © O N o 00 M W N Rk O

Paul Shannon, Videotaped - 06/25/2021

128

reserves to fund those because we had nmade no pl an design
deci sions or benefit design decisions that would -- that
woul d account for those costs.

Q And so when you are dealing with an i ssue where
there is no or very little historical data on how t hat
benefit will be used would you put nore weight on the cost

analysis in that instance where there's | ess data, or

| ess?

A Vll, | -- You know, that's why | nentioned the
reserve, is that I -- At sone point you have to -- you
have to nove into the future, right? | mean, the plan
continues. And -- and what will be will be. Just because

you have a cost estimate doesn't nean that's how nmuch it's

going to cost, right? That -- or cost projection. That's
a projection. You hope it's accurate. |If you make
m stakes that are -- that are significantly wong, then

you correct for that going forward and hopefully you | earn

from-- fromthose errors or -- or msjudgnents. And --
and those errors -- you know, learning fromthose errors
w |l help you avoid nmaking themin the future.

Q When you are considering -- and by you | nean

the -- When the ADOA is considering whether or not to add
a new benefit or extend a benefit, does it always consi der
the cost as a factor?

A | believe that we try and nmake sure all of our
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Paul Shannon, Videotaped - 06/25/2021

129

estimat es i nclude an understandi ng of what the cost w ||
be.

Q But there are some benefits where cost is not the
driving factor; right?

A Cost -- | don't know that that's true. Cost is
al ways a factor when you are -- when you are dealing with
publ i ¢ noneys, okay?

Cost is also a factor in that we need to,
you know, weigh the -- the -- the projected cost of a
benefit versus the utility of that benefit in maintaining
the health of our -- of our nenmbers or in -- in providing
a gener ous enough benefit that we're conpetitive in the
job market in recruiting and retaining enployees. |It's

nore conplicated than it would appear. Sonetines spendi ng

noney on one thing, |like a wellness program can
actually -- which has an expense, can actually decrease
t he expenses on the -- on the health i nsurance side

because you have heal t hi er enpl oyees who need | ess nedi cal
treat nent.
So -- so | don't think we ever make
deci sions without the -- w thout understanding the
i mpli cations of cost.
Q And when you're taking cost into consideration
and nmaki ng deci si ons about addi ng or extendi ng benefits is

there a -- an instance you can think of of cost being
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Paul Shannon, Videotaped - 06/25/2021

138

you know, covered -- you know, covered procedures and --
and drugs. But | can't renenber ever saying, you know,
we're not going to do that because it costs too much or --
or we have to do this because, you know, people are going
todieif we don't. That -- that -- | don't renenber that
happeni ng t hat way.

Pharmaceuticals are a little bit different

because we take the -- the advice of the nedical -- the
pharmaci sts that -- that are with our pharmacy benefit
manager. And typically we will follow their

reconmendati ons on those just because, you know, getting
nore into that -- making decisions about that is beyond
our expertise in -- you know, as admnistrators. W rely
on nedi cal professionals and pharnmaceuti cal professionals
to make those reconmmendati ons.

Q And when you are naki ng deci si ons about nedi ca
benefits that are not pharnaceuticals, do you | ook to
experts fromyour fully insured book of business carriers?

A Right. That's -- that's the nedical directors
nmeeting that | referred to earlier. That's when they
provi de those recommendati ons.

Q And how often do those nedical director neetings
happen?

A. Once per year.

Q Do you attend those neeti ngs?
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224

Q When did you counsel him about it?

A To that point, it was at sonme -- at sonme point in
the past. It was before the pandenm c, because it was in
person. And | haven't seen Mchael in person since before
March 13t h, 2020.

Q And to be clear, you -- your testinony today is
that you never heard M chael Meisner nake personal --

Excuse ne. You' ve never heard M chael Mei sner nake a

© 00 ~N oo o b~ w N P

statenent of a personal view that he m ght have on

[EEN
o

coverage of transgender benefits; is that right?

RN
[EEN

A | can't recall any statenent that way, no.

[EEY
N

Q Can you recall a statenent by anyone at the ADCA

[EEY
w

t hat woul d express a personal view on whether transgender

[
N

benefits should be covered?

[EEN
(&)

A Honestly, no.

[EEN
(o)

What about anyone fromthe governor's office?

[EEN
\l

Q
A No.
Q

[EE
o

You never heard any conversations with people

[EE
©

fromthe governor's office expressing a view about whet her

N
o

t ransgender benefits should be covered?

N
=

A No.

N
N

Q Have you ever discussed the subject with

N
w

Christina Corieri?

N
~

A No.

N
(&)

Q Are you aware of Ms. Corieri's personal views on
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1 Q You have seen during that tine a |ot of benefits
2 added to the ADQA plan; right?

3 A Vell, 1've watched nedi cal technol ogy advance

4, and -- and -- and, you know, treatnments be added. But I
5| would say in general the -- the plan has not been as

6 generous over tinme as one would have hoped. |In fact, in
7 nmany ways it's becone | ess generous. The prem uns are

8  higher, the deductibles are higher, the cost sharing is

9 higher. So it's sort of a m xed bag about whether or not
10| it's nore generous or not.

11 Q But M. Shannon, | guess ny question is, in your
12| opinion has this decision by the ADOA to maintain the

13| exclusion for gender reassignnent surgery been treated

14| differently than other decisions that you have seen made
15| over years?

16 A As | mentioned earlier, there hasn't been a

17| decision to exclude it, there's been a decision to not

18| include it. Because we don't include all of the possible
19| benefits that we could offer.

20 Q And has the decision by the ADCA to not i nclude
21| gender reassignnent surgery in your opinion been different
22| than the process that the ADOA goes through when it

23| decides what to do about ot her benefits?

24 A. No.

25 MS. SHEETS: We have no further questions.

231
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1 A That's correct.

2 Q And |I' m wondering where -- what |ed you to

3| believe that there is a stigna associated wi th being

4| transgender.

5 A My experience with the popular culture. But also
6 nore specifically, that's literally the -- that's

7 literally the nedical definition of gender dysphori a.

8 Q What -- what do you believe is the nedical

9 definition of gender dysphoria?
10 A Cender dysphoria is the feeling of -- the ill
11| feelings that a transgender person feels fromthe society
12| around them
13 Q Do you believe that every transgender person

14| suffers from gender dysphoria?

15 A | don't believe that, no. Every -- every would
16| nean every single individual feels that.

17 Q So what in the popular culture | ed you to believe
18| that there was a negative stigma associated with being

19| transgender?
20 A Well, inny lifetinme transgender individuals have
21| been assaulted on the street and beaten up for being
22| transgender. So that's -- that's one, you know, gl aring
23| exanple.
24 Q Have you had any conversations wth anybody where
25| sonebody has expressed a negative or adverse reaction to

243
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Paul Shannon, Videotaped - 06/25/2021

244

t ransgender peopl e?

A Yes. Al though those conversations have
di m ni shed over tine as transgender peopl e have been nore
accepted into society.

Q Were any of those conversations with anybody

enpl oyed by ADCA?

A No.
Q What about the Arizona governor's office?
A No.
Q Have you ever spoken with any transgender

enpl oyee of the State of Arizona, as far as you know?

A As far as | know | don't know of any transgender
enpl oyees -- you know, with the exception of Dr. Tooney, |
don't know of any transgender i ndividuals enployed by the
State.

Q And you have never spoken with Dr. Tooney; right?

A. No.
MR YOST: That's all the questions | have.
MR CURTIS: State defendants do not have
questions on redirect. | suppose, Victoria, if you have

redi rect questions for what ABOR asked.
MS. SHEETS: W do not.
MR CURTIS: Ckay.
MS. SHEETS: But | just want to thank you,

M. Shannon, for being here today and taking the tinme.
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37

pl an changes, what does that work entail ?

A It's varied. On the union side all changes had
to be negotiated, and | was part of the teamthat put
t oget her various proposals, and actually nade proposals
in one organization to the -- to the | ocal union, which
was the Teanmsters. And on the nonunion side just sort of
evaluating what's -- what's happening in the narketpl ace;
obviously with the battle for talent, you want to keep
your enpl oyee benefits as rich as possible, yet still
af f or dabl e.

Q WAs there a process that you had for assessing
whet her to inplenent or change the health plan?

A It was nore informal. Based on -- on budget
and what we felt we needed to offer to our enployees to
mai ntai n conpetitiveness, we woul d propose changes to
copays or deducti bl es or cost sharing, you know, the
anount that you pay through your paycheck for your
enpl oyee benefits. W would make those proposal s each
year, do the evaluation of what that's going to cost. It
was a fairly small organization, so | think there was
around 2,500 active enployees. So it was not as robust
as the State, as you can inmagine. But that -- there was
no definitive process; it was nore informal.

Q So when you woul d propose changes to copays or

deducti bl es, for exanple, what work would you do to

Glennie Reporting Services, LLC
602.266.6535 www.glennie-reporting.com



mvarilek
Rectangle


Case 4:19-cv-00035-RM-LAB Document 296-3 Filed 09/26/22 Page 43 of 157

Scott Bender, Videotaped - 03/31/2021

1| evaluate that proposed change?

2 A You woul d determ ne what is your clains

3| experience, what the inpact would be to the -- to the

4| organization. Wat would the inpact be to the enpl oyees,
5| you know, what portion of the -- the increase, if you

6| wll, would be borne by both sides. And that was

7| reviewed by nmanagenent, they determ ned, you know, what
8| their -- their tolerance for any |evel of change. At

9| sone --

10 Q And woul d you nmeasure that inpact to enpl oyees
11| or the organization through an anal ysis of cost?

12 A Yes.

13 Q And woul d your analysis of cost, would that be
14| informal or a fornal anal ysis?

15 A It was data. So | would say formal. You know,
16| you take your -- your clainms experience and you i ncl ude
17| sort of an expected trend. And then, based on whatever
18| changes that you' re proposing, you sort of extrapol ate
19| what is -- what is the cost inpact going to be.

20 Q Woul d you involve an actuary?

21 A No actuary. There was a finance manager.

22 Q And so why did you -- why did you need an

23| actuary? Let nme clarify. |Is there a reason you relied
24| on your finance manager rather than an actuary?

25 A We didn't have an actuary on staff. And,

38
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41
1 A Yes, | had staff and | was responsi ble for
2| managi ng the program
3 Q So let's start with your nmanagenent of the
4| staff. Wuen you' re managing staff in the benefits
5| departnent, and we'll keep it to the Dial conpany, how
6| did that work? Dd you -- did you, say, assign
7| assignnments to nenbers of your staff to investigate?
8 A Yes. They typically managed nmenber i ssues,
9 day-to-day work managing eligibility files, nmaking sure
10| that it was processed properly.
11 Q Wul d that staff manage, say, a proposed change
12| to the health plan?
13 A Not necessarily manage it. | guess they would
14| assist in the inplenentation of that.
15 Q Wuld that -- that would have still fallen to
16| you as being responsi ble for nmanagi ng?
17 A R ght .
18 Q So aside froma cost analysis, and we're --
19| let's -- we're still tal king about changes to a health
20| plan, what other informati on m ght you gather or did you
21| gather in that role to help you eval uate a proposed
22| change to the plan?
23 A In that role, it was nore -- half the
24| organi zati on was uni oni zed, so your hands were sort of
25| tied there. The others were sinply determ ni ng what --
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what trends are in the marketplace, what could you do
froma well ness perspective to get people to take better
care of thenselves. You know, what -- what are sone
emerging trends, for exanple. So sort of flipped over
every rock to figure out, you know, what is the future,
where do you want to be, and then set forth and

i mpl ement .

Q Woul d you consult with -- for that particul ar
pl an, did you have a dedi cated network provider or
mul ti pl e?

A W had multiple. It was nore based on regions.

Q Do you recall who those network providers were?

A Gosh, there was a bunch. United Healthcare,
Aetna. There were sone regi onal ones, Penn State
Cei si nger, in Pennsylvania. There's the John Deere
Network, in Ft. Madison, lowa. Kaiser Pernmanente, in
Cal i forni a.

Q What about Bl ue Cross Bl ue Shiel d?

A | don't recall them being a provider at D al.

Q And what about G gna?

A They were not a nedical provider. They were a
disability carrier for us.

Q So at | east when you were working with the D al
Soap conpany, you were working with United Heal thcare and

Aetna; is that right?
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goi ng to pay what.

Q Is who is going to pay what the nost inportant
factor for the Arizona health plan?

A It is an extrenely inportant factor.

Q Are there any other factors that are nore
I mportant ?

A Than the cost?

Q Yes.

A VWll, you need to nake sure you have sufficient
coverage, a sufficient nunber of providers.

Q So when you say "sufficient coverage" or
"nunber of providers,"” what exactly do you nean?

A The State of Arizona has enployees in all parts

of the state, and even sone out of state. You need to
ensure that everybody has sufficient access to the
doctors that they need. Even if you live in a rural
area, you still need to have sone |evel of access.

Q So, for instance, the Arizona -- the --

Arizona's health plan has four network providers; is that

ri ght?
A Up until this year, yes, that was correct.
Q And what happened this year?
A W were under the process of redesigning the

health plans for the |last two years, and that invol ved

noving to a different type of network arrangenment; it
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1 Q So just in terns of setting out the inportant
2| factors, there's cost and sufficient coverage -- |I'm

3| sorry, actually, before you answer that, | need you to
4| give a verbal answer, M. Bender. So in terns of the
5| nost inportant factors for the ADOA, there's cost.

6| Correct?

7 A Yes.

8 Q Cover age?

9 A Yes.

10 Q And is there anything el se?

11 A. And when | say "coverage," | nean that covers
12| all different kinds of things, network adequacy,

13| primarily. | think those are the two nost inportant

14| factors.

15 Q What about the best interests of the nenbers?
16 A It's a factor.

17 Q But it's not as inportant a factor as cost and
18| coverage?

19 A I n ny opinion, probably not.

20 Q And when you say your opinion, what about for
21| the ADOA?

22 A | can't speak for the ADQA.

23 Q But in your work with the ADOA, you haven't
24| seen it as -- you haven't seen it prioritized as high a
25| factor as cost and coverage?
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BY MR WALL:

Q So, M. Bender, before we took a break, we were
tal ki ng about the involvenent of the governor's office
W th respect to proposed changes to the plan.

Do you recall that conversation?

A Yes.

Q So | believe you said that the governor's
office is involved whenever there is a major change to
t he pl an?

A That's correct. And also annually to approve
the contri buti on strategy.

Q What counts as a mmj or change?

MR CURTIS: (Object to the formof the
questi on.

THE WTNESS: Significant plan design, where we
m ght be elimnating a type of plan or adding a type of
pl an that occurred for 2021.
BY MR WALL:

Q So a significant plan design would entail, you
know, a change in the nunber of network providers?

A Not necessarily. That's as the result of a
procurenment process. But a significant change with
regard to whether you offer a PPO-style plan or elimnate
a PPO style plan, which we have done, and adopt nore

val ue- based network contracti ng arrangenents. And they
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Q So no, you have not seen any other factors at
wor k?

A No.

Q You al so nentioned that the governor's office
is involved -- | think you said in two ot her instances,
but et me make sure | understand -- the governor's
office is involved in the annual approval of the State
heal t h pl an?

A. Yes, they -- we work with themon the
contribution strategy.

Q So this is what | want to clarify. 1Is the
governor's office involved as the part of an annual
review of the plan or only when there are changes to the
contribution strategy?

A. Both. So if there's significant proposals |ike
we initiated for 2021, they were involved in that
process. And they were involved in the annual
contribution strategy, our recomendations for what we
think we should do to control the cost of the -- the
heal t h pl ans.

Q What coul d cause a change in a contribution
strategy for the State's health plan?

A What coul d cause a change? Gosh, any nunber of
factors. W only have a small -- well, we have an

i nsufficient budget to nanage the plan as it is today.
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of it yet, would the governor's office be likely to get
i nvol ved in that process?
A | doubt it. | know that there are | obbyists
all over the Capitol, you know, that try to assert
i nfluence for various different things, but typically any
pl an desi gn change or coverage of benefits comes from us.
Q So the governor's office is typically not
i nvol ved in the process of evaluating the plan change?
A Before we do, no.
Q The governor's office gets involved once the
ADOA has done its research on the plan change and

presented the change to it?

A. Correct.
Q So, M. Bender, you nentioned earlier that
everyone has an opinion that you -- that you -- that

everyone has an opinion in these | ayers of |eadership; is
that right?

A Yes.

Q Have you ever heard any opi ni ons about

t ransgender benefits?

A No.

Q Are you famliar wth transgender benefits --
A Yes.

Q -- and what they entail ?

A Yes, | am
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1 not as -- it's certainly not advantageous from an

2| admnistrative standpoint, but it also reduces -- it

3| increases your costs, because you don't have as many

4| enployees in each program It's based on volune. You

5/ pay administrative fees based on the nunber of people you

6| cover. The nore people you cover, the less the rate.

7 Q So when was the last tine that the State

8| undertook a redesign of the plan.

9 A This -- well, | want to say probably in -- |
10| believe it was when the State went self-insured from a
11| fully insured program And that would have been in the
12| 2008-2009 tine franme, | believe. WIlIl before ny tine.
13 Q And, M. Bender, | believe you testified that
14| the State was undergoing this redesign over the |last two
15| years?

16 A Yes, it took approximately two years fromthe
17| start of our discussions around the plan redesign to

18| actual inplenentation in the effective date of those

19| changes.

20 Q So when did that process start?

21 A | want to say it started |ate 2018 or early
22| 2019 is ny guess.

23 Q As you will have probably surm sed, this is
24| sonething | do to help orientate people: Do you know i f
25| that started before or after Christnmas 2018?
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t he ot her was Segal .

Q And could you spell "Segal" for -- | don't know
if it's like the bird or if it's like --

A It's S-e-g-a-1|.

Q And during that process with the two consulting
firms, did -- does the ADOA exam ne every aspect of the
pl an?

A I would say probably so. | -- that process was

focused nore on the overall structure of the program as
opposed to any specific exclusions or other things, if
you will.

Q But did the ADOA review the plan excl usi ons
during that process?

A | don't recall if we did or not, but we
typically review our exclusions each year with our
nmedi cal director community.

Q And what is that nedical director comunity?

A So at | east once a year the nedical directors
fromthe four health plans, Blue Cross, United, G gna,
and Aetna, we would host a neeting with them and in
advance provide themw th here's our plan design, here's
our list of exclusions for the benefit prograns, and they
woul d go t hrough and eval uate those versus their book of
busi ness and how we conpare, and we woul d consi der any

recommendati ons they have fromthat. And then just talk
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t hrough any energing trends in the marketpl ace, you know,
what kind of drugs are hitting -- are com ng down the

pi peline that we need to be aware of from a cost
perspective. So it was nore just an open sharing of

i nformati on and i deas rather than an anal ysis of our

pl an.

Q Woul d you typically take those nedi cal
directors' recommendations?

A Sonetines, yes. It depends on -- on cost and
things like that. The dental plans were also included in
t hose anal yses.

Q So when you say "sonetines,” is it nore often
t han not ?

A | couldn't say. | don't knowif it's 50/50 or,
you know, all one way or the other.

Q And | think you said the ADOA | ooked at its
pl an exclusions with this nedical director community
every year. Correct?

A That's right.

Q So has the ADOA | ooked at the plan's excl usion
of gender reassignnent surgery every year that you've
been enpl oyed t here?

A | believe so, yes. That's listed in the
excl usi ons, so yes, it would have been revi ened.

Q So starting at the begi nning, again, of your
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her on. Gosh, | can't renenber. It was right when I
started. W had conversations with her on sonething.
|"'msorry, | don't renmenber. And | know that she was

i nvol ved in the discussion in our redesign of our new
wel | ness program and what the governor's office would be
interested in fromthe perspective of a new vendor and

what ki nd of capabilities they wanted for the well ness

program but ny -- ny interaction with her is very
[imted.
Q Have you ever interacted with her with respect

to the plan's coverage of transgender benefits?

A | have not, no.
Q So | think I understand now, you know, the
structure of who reports to who. 1'd |like to understand

it better, the decision-naking process at the ADOA. So

with respect to the plan's exclusion, a change to a plan
excl usion, a renoval of a plan exclusion, which is what

is at issue in this case, how would you first

learn -- how would it cone to the ADOA's attention a

proposal about renoving a plan excl usion?

A |"mtrying to -- could you rephrase your
question? | think -- this is not sonething that happens
of t en.

Q Sure. Well, let ne ask you about that. How
often does -- is a proposal to renove a plan excl usi on,
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how often does that occur?

A. Not very frequently.

Q TwW ce a year?

A No, not even that often.

Q Once every two years?

A. |'d say that's probably nore -- nore |iKkely.
And, typically, it's done in conjunction with change in
| aw t hat we have to, you know, cover sonething in
particul ar.

Q Was the renoval of the plan's exclusion of 3-D

manmogr aphy the | ast plan exclusion you dealt wth?

A No, it was the -- the clinical cancer trial
And that was sonething that we had to cover. 3-D
mammogr aphy was nore of a change in nedical coverage
gui del i nes.

Q So what do you nean it -- what do you nean by
it was a "change in nedi cal coverage guidelines"?

A The vendors thensel ves determ ne what is
considered a nedically necessary service. As |
menti oned, Aetna was the first organization to make the
determ nati on that 3-D manmography was an appropriate
service and not experinental. They had seen enough
evidence to determne that that is sonething that shoul d
be covered. And they were covering it on their -- on

their nmedical guidelines. And slowy, but surely, the
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Q And ot her considerations around the plan's
excl usi on of transgender benefits -- let ne clarify.
Were ot her consi derations about the plan's exclusion or
t he renoval of that exclusion around transgender benefits
nore clear?
A Coul d you rephrase that?
Q Sure. Was there any question about the cost of

covering transgender benefits anongst your teanf

A. Ch, vyes.

Q Wiat were those questions?

A The -- determ ning the actual inpact, we had
queried all of our -- all four of the health plans to

give us sort of their estimate as to what it would be to
our health plan. You know, if we were to inplenent these
t hi ngs, what would the -- the annual cost be to -- to the
State of Arizona.

And the -- the responses were fairly all over
the place, to put it bluntly. They were very
w de-ranging. And, in addition, |I know our actuary went
and did sort of his own benchmarking, if you wll, just
by looking at, within his industry, doing sone research
as to cost inpact for transgender benefits. And the cost
i npacts were all over the pl ace.

So it was very difficult to determ ne exactly

what that woul d be, but the worst-case scenari o was

Glennie Reporting Services, LLC
602.266.6535 www.glennie-reporting.com



mvarilek
Rectangle


Case 4:19-cv-00035-RM-LAB Document 296-3 Filed 09/26/22 Page 57 of 157

© 00 ~N oo o b~ w N P

N RN N NN R R R R R R R R R
g N W N P O © O N o 00 M W N Rk O

Scott Bender, Videotaped - 03/31/2021

159
extrenel y expensive.

Q What woul d you consider as "extrenely
expensi ve" ?

A | think one estimate that we saw was upwards of
$20 million. And that was the extrene outlier, but
certainly sonething to pay attention to.

Q And when you say "our actuary," you're
referring to M. Meisner?

A That's right.

Q And when did you see that estinmate?

A It would have been sonetine in 2016.

Q So aside fromcost, was there a consensus
anongst the network providers of whether to extend
coverage for transgender benefits?

A There was consensus as to what they were doing
on their fully insured book of business.

Q And what was that consensus?

A They were going to cover it.

Q So each of the then four network providers were
going to pro -- were -- uh, let ne restate that.

So each of the four network providers were
goi ng to cover transgender benefits?

A For their fully insured book of business, yes.
Self-insured plans had the option to add that benefit.

Q D d the ADOA request that the network providers
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or del eted the exclusions and absorbed the costs
associated with that, for sure.

BY MR, WALL:
Q So if the ADQA had renoved the exclusion |isted

i n paragraph 16, would there have been any ot her question
about the ADOA' s conpliance with Section 15577

A From a conpliance standpoint, no. |If we
voluntarily opted in, there's no conpliance issue.

Q So why didn't the ADOA renove the exclusion for
all transgender benefits under the plan?

A Can you rephrase?

Q Wiy didn't the ADOA renove the plan's excl usion
of transgender benefits, inclusive of gender reassignnent
surgery?

A. | believe there are several reasons, one being
cost and the other being we didn't feel it was required
for us to include -- or to elimnate the exclusion for.

Q So the ADOA did not renove the plan's excl usion
of gender reassignnent surgery because of cost, and it
didn't feel it was required to renove that exclusion?

A. Those are both reasons. | think, primarily, is
we weren't required to, and if we're not required to,
then we weren't interested in taking on additional costs
in a plan that's al ready under water.

Q The ADOA' s primary reason for not renoving the
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1 the decision maker?

2 A | -- 1 couldn't do so, definitive
3| know if she decided that or not.

4 Q And you testified earlier that yo
5 Marieis a bit conservative --

6 A Uh- huh.

7 Q -- is that right?

8 A | would say so.

9 Q D d she ever express any oppositi
10| providi ng coverage for gender reassignment

11| ADOA's health insurance plan to you?

12 A. No, | never heard her express a p
13| opinion about it, other than really what ar
14| to do.

15 Q And so she was neutral about her

16 | view on the issue?

17 A |f she wasn't neutral, she hid it
18| and, you know, played it close to the vest,
19| know, | didn't get any violent reaction one
20| other.

21 Q And you testified that M chael M
22| a bit nore conservative than --

23 A. R ght .

24 Q -- Marie. Right?

25 A Ri ght.

286
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SI GNATURE PAGE

|, SCOIT BENDER, a deponent exercising ny
right to read and sign ny deposition taken on March 31,
2021, place ny signature hereon and nake the follow ng
changes on this day of , 2021.

(I'F THERE ARE NO CHANGES, WRI TE "NONE. ")

SCOI'T BENDER

PAGE LI NE READS CHANGE TO REASON
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STATE OF ARIZONA )
COUNTY OF MARI COPA )

BE | T KNOMN t hat the foregoing proceedi ngs
were taken before ne; that the witness before testifying
was duly sworn by ne to testify to the whole truth; that
t he foregoing pages are a full, true, and accurate record
of the proceedings all done to the best of ny skill and
ability; that the proceedi ngs were taken down by ne in
shorthand and thereafter reduced to print under ny
di rection.

[ X] Review and signature was requested.
[ ] Review and signature was wai ved.
[ ] Review and signature not required.
| FURTHER CERTI FY that | have conplied with
the ethical obligations set forth in the ACIA 7-206(F) (3)

and ACJA 7-206(J)(1)(g)(1) and (2). Dated at Phoeni x,
Arizona, this 13th day of April, 2021.

Wi Bk

ROBI N L. B. OSTERCDE, RPR
CA CSR No. 7750
AZ CR No. 50695

* * * * *

| CERTIFY that d ennie Reporting Services,
LLC, has conplied with the ethical obligations set forth
in ACJIA 7-206(J)(1)(g) (1) through (6).

GLENNI E REPORTI NG SERVI CES, LLC
Regi stered Reporting Firm
Arizona RRF No. R1035
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1| know what the exact trickle was. But Marie reached out to
2 our departnent -- or to our teamto look into it.

3 Q Do you renenber around when Marie | saacson

4| reached out to your teamto | ook into coverage of this

5| exclusion?

6 A It was, | would say, md to | ate 2015.

7 Q Do you renenber how | ong you had been wor ki ng at
8 the ADOA when you were first approached about this issue?
9 A | would say roughly six nonths. Somewhere in

10| that range.

11 Q Now -- Ch, before we nove on, do you renenber

12| | earning about the history of how this exclusion first

13| cane to exist in the ADOA pl an?

14 A | don't recall knowng how it started. | just
15| was | ooking at does it stay.

16 Q D d you know how long it had been part of the

17| ADCQA pl an?

18 A | don't recall that answer.

19 Q Dd it seemlike sonething that had just been

20| added, fromthe conversations you were having?

21 A | wouldn't be able to infer that. | don't know.
22 Q And when Marie |saacson reached out to your team
23| to assess whether the ADCA should nmaintain this exclusion
24| as witten in the 2016 plan, what specifically did you

25| take her to be asking for?
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1 And it was states that were covering it, to
2 understand why they were covering it, if they felt it was
3| required and discrimnation not to, and what sources they
4| had to support that so we could | ook at those sane

5| sources, and what the cost inpact to their plan was by

6 doing it.

7 Q But this was not a step that the ADQA usually

8 took in the course of deciding whether to maintain an

9| exclusion; right?

10 A Correct. In ny time there, | will clarify that.
11 Q You nentioned sone insurers: UnitedHealthcare,
12| Aetna, Blue Cross Blue Shield. Ws it typical to reach
13| out to them when nmaking a decision |ike this?

14 A Yes.

15 Q Do you renenber reaching out to themin this

16 | instance?

17 A | don't know if | specifically reached out, but
18| our teamreached out to get their opinion and their

19 information on it.

20 Q Who on your team woul d have been responsible for
21| reaching out to insurers?

22 A | believe it would have been Chanelle. | believe
23| she is the one who was -- had the relationship with them
24| | forget her actual title and role -- or her team |

25| think Yvette reported to her. So they probably woul d have
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THE W TNESS: Yes.

And on the second page behind the charts is
where | have the information -- inflation estimtes from
the MIliman's health cost index --

Q BY Ms. SHEETS: Do you renenber --

A -- (indeci pherabl e due to sinultaneous
crosstal k).

Go ahead.

Q Do you renenber whether M chael Meisner was
i nvol ved in putting together these nunbers?

A | believe | -- | believe he helped ne with the
inflation nunber. But | believe that's all he hel ped ne
wth on this.

Q Do you renenber why you put this analysis
t oget her ?

A To understand the cost inpact if we were to cover
it. Wuld it hurt the plan? Wuld we have to get
additional funding? Could it inpact taxes or prem uns
t hat enpl oyees were paying? Wat that -- what it neant
financially to cover it.

Q And di d anyone ask you to put this cost analysis
t oget her ?

A It would have been Marie asking ne to understand
t he cost i npacts.

Q And woul d Mari e |saacson have asked anyone el se
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A Yes.

Q And do you renmenber what the concl usion was on
the first question of whether or not the ADOA was required
to cover transgender benefits?

A | believe fromthe docunents that we | ooked at
today that Mercer had cone back and said that there was
not a -- it did not fall under the -- the -- Can't think
of the word. That we weren't required to. That it wasn't
legally required. That we weren't being discrimnatory by
not covering it, therefore there wasn't a requirenent to
have to. Things evolved I think, as we saw fromt hat
email that Marie sent, that HCC or HHS was trying to push
that that law was clarifying that it was discrimnatory.

I think at the end of the day it was resolved that it was
a grey area and no one really had a clear answer on yes or
no. And we believed, since others were not, it wasn't
sonet hing that was a cl ear bl ack-and-white we had to do
it.

Q You say others were not. Do you nean other state
pl ans were not covering transgender benefits?

A Correct. There were state plans out there not
covering it.

Q Dd Ms. |Isaacson -- Let ne rephrase.

I n approaching this analysis where the first

question was, are we required to cover this or not, is
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t hat approach unique to this exclusion?

A No. Only in the sense that when ot her things
woul d cone up, like dental plans and seeing your denti st
every six nonths, are you required to have that coverage
or not, it was nore of what's required in the standard
treatnment in the field. And we would get that advice from
UHC and Aetna and Blue Cross and the other health plans
and their physicians on what was typically required and
shoul d be done and we should be doing. This was nore
specific tois it discrimnatory to not. And so, what is
our | egal obligation on the discrimnation front on
whether it's required for discrimnation purposes?

Q And when you say this decision on whether or not
to maintain the exclusion was nore specific to whether it
was discrimnatory or not, was that a uni que approach in
deci di ng cover age?

A Yes. In ny tine there.

Q And why do you think there was such enphasis on
approaching this exclusion with the questi on of whet her
ADOA was required to cover these benefits?

A Because it was such a grey area and had such a --
I mean, it was a big topic in society at the tine and it
was a big change to things. That before we just changed
something in the State plan and State tax dollars we

wanted to make sure it was fully understood and vetted.
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they weren't proposed in the sense that they would have
any questions -- any reason to be illegal to change.

Q When you say it was nore of a question with
vi sion or dental on what you're supposed to cover, what do
you nean? Supposed to why?

A How often are you supposed to get your eyes
checked? Once every year? Once every two years? How
often should you go to the dentist?

Q And who was naki ng recommendati ons on how often
you shoul d get your eyes checked or --

A The i nsurance providers would provide their
recommendati on. They brought it up. And since it was
comng fromthem | think there was no question on -- They
woul dn't be proposing sonething that would not be legal to
change, so there wasn't a need to question if it should
be.

Q So if insurance providers that the ADCA reached
out to had recommended covering a benefit, would you
expect that the ADOA woul d cover that benefit?

MR CURTIS: Objection; formof the
guesti on.

THE WTNESS: | wouldn't expect that they
woul d cover the benefit. | would expect that they
woul dn't question the legality of that change to the plan.

Q BY M5. SHEETS: When | ooking at whether a benefit
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1| should or should not be covered, so that second questi on,
2| taking legality out of the picture, does the ADOA consi der
3| the best interests of the patients in naking that

4| decision?

5 A | believe they did.

6 Q Is it standard for themto take the benefits of

7| the patients into consideration?

8 A | believe that was al ways a questi on of, why

9/ would we want to cover it or not cover it? Is it giving
10| the proper care to the enpl oyee and their nenber?

11 Q In the instance of 3D manmogr aphy were you -- or
12| the ADOA taking into account the best interests of the

13| patients who woul d be affected?

14 A | believe so.

15 Q Was the ADOA al so taking into account costs of

16 what it would take to cover the 3D manmography?

17 A | believe that it was a part of the discussion.
18| And the increased cost in the 3D conpared to the decreased
19| cost of cancer treatnent was a clear deciding factor.

20 Q And when considering -- After it was decided that
21| it was a grey area or the ADOA was not legally required to
22| cover transgender benefits, did the ADOA consi der the best
23| interests of the patient in making the decision to

24| maintain the exclusion on transgender surgery, hornone

25| therapy, and psychol ogi cal therapy?
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1| STATE OF ARI ZONA )
) ss.
2| COUNTY OF YAVAPAI )
3 BE I T KNOMN that the foregoing proceedi ngs were
taken before ne; that the witness before testifying was
4| duly sworn by ne to testify to the whole truth; that the
foregoi ng pages are a full, true, and accurate record of
5| the proceedings, all done to the best of ny skill and
ability; that the proceedi ngs were taken down by ne in
6 shorthand and thereafter reduced to print under ny
di recti on.
7 | CERTIFY that | amin no way related to, nor
enpl oyed by any of the parties hereto, and have no
8| interest in the outcone thereof.
9 [ X Review and signature was requested.
[ ] Review and signature was wai ved.
10 [ ] Review and signature not request ed.
11 | CERTIFY that | have conplied with the ethi cal
obligations set forth in ACIA 7-206(F)(3) and ACIA
12| 7-206(J)(1)(g)(1) and (2). Dated at Prescott, Arizona,
this 6th day of My, 2021.
13
14 1’f_ LA |'.I |"fl ARy Lrif_ E
15 '
16 JI LL MARNELL
Certified Reporter #50021
17 Regi st ered Professi onal Reporter
18 * * * * * *
19 | CERTIFY that GLENNI E REPORTI NG SERVI CES, LLC, has
conplied with the ethical obligations set forth in ACIA
20| 7-206(J)(1)(9)(1) through (6).
21
22
23
GLENNI E REPORTI NG SERVI CES, LLC
24 Regi stered Reporting Firm
Arizona RRF No. R1035
25
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SI GNATURE OF W TNESS

I, KELLY SHARRITTS, the witness in the above deposition,
do hereby certify that | have read the foregoing
deposition, and that the said deposition is a true and
correct record of ny testinony, with such corrections and
changes, if necessary, |listed bel ow

W TNESS
PAGE: LINE: SHOULD READ: REASON FOR CHANGE:

Glennie Reporting Services, LLC
602.266.6535 www.glennie-reporting.com




Case 4:19-cv-00035-RM-LAB Document 296-3 Filed 09/26/22 Page 73 of 157

EXHIBIT 12



wN =

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24
25

Case 4:19-cv-00035-RM-LAB Document 296-3 Filed 09/26/22 Page 74 of 157

Page 1

UNITED STATES DISTRICT COURT
DISTRICT OF ARIZONA

RUSSELL B. TOOMEY,
Plaintiff,
v.

STATE OF ARIZONA; ARIZONA BOARD
OF REGENTS, D/B/A UNIVERSITY OF
ARIZONA, a governmental body of
the State of Arizona; RON Cause No.
SHOOPMAN, in his official
capacity as chair of the Arizona No.
Board Of Regents; LARRY PENLEY,
in his official capacity as 4:19-cv-00035
Member of the Arizona Board of
Regents; RAM KRISHNA, in his
official capacity as Secretary
of the Arizona Board of Regents;
BILL RIDENOUR,in his official
capacity as Treasurer of the
Arizona Board of Regents; LYNDEL
MANSON, in her official capacity
as Member of the Arizona Board
of Regents; KARRIN TAYLOR
ROBSON, in her official capacity
as Member of the Arizona Board
of Regents; JAY HEILER, in his
official capacity as Member of
the Arizona Board of Regents;
FRED DUVAL, in his official
capacity as Member of the
Arizona Board of Regents; ANDY
TOBIN, in his official capacity
as Director of the Arizona
Department of Administration;
PAUL SHANNON, in his official
capacity as Acting Assistant
Director of the Benefit Services
Division of the Arizona
Department of Administration,
Defendants.
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VIDEOTAPED VIDEOCONFERENCE DEPOSITION

OF CRAIG BROWN

BE IT REMEMBERED, the Deposition Under Oath of CRAIG
BROWN was taken by MR. JORDAN C. WALL, Attorney at Law,
for the Plaintiff, at the offices of Hazlett Reporting &
Legal Video Services at 140 Second Avenue West, Suite B,
Kalispell, Montana, on Tuesday, June 22, 2021, beginning
at the hour of 9:35 A.M. Reported by Stacy M. Baldwin,

Registered Merit Reporter and Notary Public.
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don't. The state did not know how to do that, and that's
why I took the job.

Q When you say "the state," are you referring to
the State of Arizona?

A Yes, I am.

Q And when you say that's why you took the job,
are you referring to your role as the director of the
ADOA?

A That's correct.

Q So did you take that job specifically because
of -- do you believe you acquired that job specifically
because of your expertise with respect to obtaining
savings?

A No, I don't. I think I brought that as my want
to do to the list. They were looking for a senior
manager, someone with experience, broad experience, to
manage, you know, the eight areas, not just procurement,
and I think that's why I was hired. But I'm the one that
had the savings agenda, largely.

Q So, Mr. Brown, you said you had an agenda with
respect to savings when you came into the role as
director of the ADOA; is that right?

A That was my -- one of my two primary focuses of
coming in the state, was that, and the other one was

building -- getting people to move back to the state
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office area. Because people were vacating buildings, and
it was rundown. The area of Arizona where the state
government resides, we wanted to move people back,
rebuild state government in that area. Those were my two
wanna-dos as I took the job.

Q And just so I'm clear, how would you describe
that first wanna-dos with respect to savings?

A The first one being the procurement one or the
building one? Sorry.

Q The procurement one.

A Okay. I believed that the state had a large
budget and was spending a lot of money, and they were.
But I wanted to implement strategy, which I had at least
28 years of experience with, of getting better cost
reductions so that the state could use that money for
other things, free up money and be more efficient. And
that was in more line very much so with Henry Darwin's
lean initiative, you know, he was all driving and stuff.

And so, for example, the state -- I couldn't
believe the State of Arizona owned 7,000 cars. You know,
why does a state of 35,000 employees need 7,000 cars?
Right? So, we questioned the number of cars. They would
buy them willy-nilly when they needed them , and we got
to buying them once a year in an auction. So, we

developed a strategy and we had, like, 20 percent
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reduction in car costs, for example.

So that's my deal. That's what I do. And
that's what I was trying to implement at the state,
across various the categories.

Q So, you would describe yourself as an expert in
corporation procurement and supply chain experience to
small businesses and state government, correct?

A That's correct.

Q And you would say you're an expert at helping
small businesses and state government achieve lower costs
and higher value?

A Yeah, with the key caveat, if they want to do
it. And what I mean by that is, sometimes people act
like they want to do it, but it requires change. So,
back to that car example, no, you can't have that car.
We're not buying that model of car anymore. We're buying
something else. So, it does require the user to change
or give in to some of the things that they, you know, may
want to do, put more controls around them. So, they have
to play.

Q During your time as the director of the ADOA,
did you find that the State of Arizona wanted to achieve
lower costs and higher wvalue?

A It was mixed between -- there was some 23

agencies, large and small, biggest one being, for
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that in member benefits, but other than that, no.

Q So, Mr. Brown, do you know what the original
rationale for the exclusion of transsexual surgery was?

A I do not.

Q Did you and Ms. Isaacson ever discuss what the
rationale for that exclusion was?

A We did not.

Q Did Ms. Isaacson ever discuss with you the cost
rationale for such an exclusion?

A She did not.

Q What about a rationale that it was viewed as
cosmetic?

A I don't think we ever talked about how we got
there. I think she was talking about with the claim,
like, what to do, that's -- our conversations were more
in the current space, not how we got there.

Q So, in sum, you don't know why the plan
excluded coverage for transsexual surgery in 2015,
correct?

A Correct, I do not know.

Q Do you know why the plan excluded coverage for
transsexual surgery in 20167

A Because it didn't change from the prior plan.

Q What it is the ADOA's process for considering

changes to the plan's coverage of benefits?
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A There's kind of a gathering of input from the
governor's office and the agencies about what they're
hearing, what people want, what the hot points are. And
then there's also looking at the market, the healthcare
providers, TPAs, what are the new offerings, what's out
there, whatever.

It all comes together and then benefit services
group determines what they would like to do and provide
that. And I think there might even be some surveys to
employees about, you know, we're looking at designing
this, what's in, what's out, what do you think. And then
they go through impact budgetary process, after they do
some work on the finances and say this is what it's going
to cost, if we implement this plan. Then they work the
budget angle, can we increase rates, member contribution
rates this amount, will JLBC give us the rest, you know.

So, once they kind of have all that together
they make a proposal and say this is the plan we want to
submit covering all those bases.

Q So, let's break that down a bit, Mr. Brown. To
start with, I believe you said that there's a gathering
from the governor's office and agencies about what
they're hearing and what people want, what the hot points
are, and is also looking to the market; is that right?

A Yes, about -- what TPAs are telling us, you
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DEPONENT'S CERTIFICATE

I, CRAIG BROWN, the deponent in the foregoing
deposition, DO HEREBY CERTIFY, that I have read the
foregoing 255 pages of typewritten material and that the
same is, with any changes thereon made in ink on the
corrections sheet, and signed by me, a full, true and
correct transcript of my oral deposition given at the

time and place hereinbefore mentioned.

CRAIG BROWN, Deponent.

Subscribed and sworn to before me this

day of , 2021.

PRINT NAME:
Notary Public, State of
Residing at:

My commission expires:

TOOMEY vs. ADOA
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REPORTER'S CERTIFICATE

STATE OF MONTANA )
ss
COUNTY OF Flathead )
I, Stacy M. Baldwin, RMR, and Notary Public for the State

of Montana, residing in Bigfork, do hereby certify:

That I was duly authorized to and did swear in the
witness and report the deposition of CRAIG BROWN in the
above-entitled cause; that the foregoing pages of this
deposition constitute a true and accurate transcription
of my stenotype notes of the testimony of said witness,
all done to the best of my skill and ability; that the
reading and signing of the deposition by the witness have
been expressly reserved.

I further certify that I am not an attorney nor counsel
of any of the parties, nor a relative or employee of any
attorney or counsel connected with the action, nor

financially interested in the action.
IN WITNESS WHEREOF, I have hereunto set my hand

and affixed my notarial seal on this day of
June 28, 2021.

STACY M. BALDWIN
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I N THE UNI TED STATES DI STRI CT COURT
DI STRI CT OF ARl ZONA

RUSSELL B. TOQVEY,
Plaintiff,

VS. 4: 19-cv-00035
STATE OF ARl ZONA; ARl ZONA BOARD
OF REGENTS, D/ B/ A UNI VERSI TY OF
ARl ZONA, a governnental body of
the State of Arizona; et al.,

Def endant s.
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VI DEOCTAPED DEPGCSI TI ON OF ELI ZABETH MARI E SCHAFER

Vi a Zoom vi deoconf er ence
April 28, 2021
8:33 a. m

d enni e Reporting Services, LLC
1555 East Orangewood Avenue Prepared by:
Phoeni x, Arizona 85020

Jill Marnell, RPR
602. 266. 6535 Arizona Certified
www. gl enni e-reporting.com Reporter No. 50021
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A It would have to -- It would depend on what do --
what kind of a benefit it is. Is it really going to help
very many people? Just because, you know, your narket
research shows that everyone's covering sonething, that
you're not going to cover it unless there's a reason to
cover it.

Q Ckay. So just to be a little bit nore specific,
so | have factors that ADQOA consi ders when deci di ng
whet her or not to cover sonething. So we have cost;
right? 1|s cost a factor in whether or not ADOA covers
sonet hi ng?

A Yes.

Q Is it fair to say that generally ADOA would tend
to cover things that are | ess expensive and be nore
skeptical -- skeptical about covering benefits that are
nor e expensi ve?

A Agai n, the Departnment of Adm nistration's plan is
a very generous plan. So it's not -- it doesn't have huge
holes in it |ike sone enpl oyer benefit plans do. So they
weren't always |ooking to just add coverages. | nean,

it's a very generous benefit plan.

Q But cost is one of the factors?

A. Cost --

Q It may not be the only factor but just to get al
the -- just to get -- | want to get the cost-benefit
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anal ysis on the table and understand how ADOA deci des
whet her or not to cover sonething.

So | understand that costs may not be the
only factor but | just want to understand, is it a factor
t hat ADQA consi ders when deci di ng whet her or not to cover
somet hi ng?

A Yes.

Q Ckay. O her than cost | think you nenti oned
trend. So ADOA wants to be conpetitive and if the trend
is there's a new benefit and other providers are starting
to cover that benefit, and the trend is to cover, in order
to be conpetitive, ADOA would at | east consider the trend
of coverage; correct?

A. Yes.

Q Ckay. And | think you nentioned sonet hi ng about
t he actual need. So another factor that ADOA woul d
consi der woul d be whether or not the benefit was sonet hi ng
that actually benefited nenbers of the plan; is that
ri ght?

A Sounds correct, yes.

Q So in other words, ADOA woul d consi der the
medi cal necessity of the proposed benefit.

MR CURTIS: Objection; formof the
questi on.

MR. GARBACZ: You can answer, M. Schafer

Glennie Reporting Services, LLC
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THE W TNESS: Yes.

Q BY MR GARBACZ: Ckay. So so far | have cost,
and I|'m-- I'mgeneralizing but I"'mtrying to make sure |
have everything on the table here. So we have cost, we
have trend. So cost, ADCA covers things generally when
they are | ess expensive. Trend, ADOA covers things
general ly when other providers are starting to cover that
benefit. W have nedical necessity. GCenerally ADOA
covers things that are nedically necessary. What ot her
factors would weigh into the equation?

A The only thing | can think of is |like return on
i nvestnent so that you can prove that, you know, covering
certain types of clains mght ultimately -- but agai n,
that's cost.

Q So for exanple, if you covered a specific benefit
and that covering that benefit prevented you from havi ng
to cover other nedical conditions dow the |ine, you would
take that into consideration?

A Correct.

Q Ckay. So | have cost, trend, nedical necessity,
and return on investnent. Oher than those four factors,
in your 11 years of working at the ADOA can you think of
any other factors that ADOA woul d take into consideration
when deci di ng whether or not to cover a new proposed

benefit?
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Q So sitting here today you do not know whet her 3D
manmogr aphy was consi dered an expensive benefit to the
ADQCA?

A My assunption is it's probably nore expensive
than a 2D, but | don't think it was hugely nore expensive
but | do not know. |'ve never | ooked at the claim

Q So to your know edge did cost weigh into the
deci si on-maki ng at all?

A Cost wusually wei ghed i nto nost deci sions at ADCA.
So | would say it probably did.

Q What about trend; was the trend to cover 3D
manmogr aphy?

A It was becomi ng nmore common in the industry, yes.

Q And do you think that that m ght have had an
i nfl uence on the ADOA's deci sion?

A Possi bly, vyes.

Q But you're not sure?

A No.

Q Ckay. Medical necessity; do you think or is it
your understanding that a 3D mammogr aphy can be nedically
necessary?

A. Yes.

Q And did the fact that a 3D manmography can be
nmedi cal |y necessary weigh into the decision-making, to

your know edge?
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was consi dering changes in -- in the plan that woul d
af fect drugs?

A Yeah.

Q Can you think of any other instances where the
ADQOA reached out to Medl npact regarding a change to the
pl an?

A Not specifically. | know we did it.

Q Ckay. If you look at the -- the email from you
to Erin Russell, so the second email down, you are

reaching out to Medl npact for information and then in the
| ast sentence you say [as read]: Do you have any idea of

potential costs to a plan for making any necessary

changes?
Do you see that?
A | do.
Q Wiy were you reaching out about cost?
A Because every change pretty nuch has to have a

cost anal ysi s done.
Q Whul d you say that was standard procedure to have

a cost anal ysis done?

A Well, for nost changes. | nean, there are sone
changes you have to nake because, you know, we still had
to do a cost analysis. | nean, the change that | al ways

think of is covering children to the age of 26. So we had

no choice but we had to add them But, yeah, sonebody had
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to cal cul ate how nuch was that going to cost the plan a
year.

Q So you had no choice to cover -- what -- Wat was
it exactly that you had no choi ce?

A When t he ACA passed and they added coverage till
you were the age of 26 for dependents.

Q So you had to cover that as part of the ACA?

A Correct.

Q But you still did a cost anal ysis?

A | can't swear on a Bible but I'mpretty sure --
Yes. | -- No, actually I can. | know we knew how nuch
that was going to cost the plan.

Q And t he purpose of that cost analysis was not to

figure out whether or not you were going to cover the
benefit, because you had to cover the benefit; right?

A. Correct.

Q So the reason you did the -- the reason ADOA did
the cost anal ysis was to understand what the cost
inmplications would be for this new benefit that it was
required to cover.

A Right. And we would have to make a determ nati on
on like, do we need to increase pren uns?

Q So ADOA did a cost analysis with respect to
t ransgender reassignnent; is that right?

A. Yes.
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A | don't renenber.

Q Dd Kelly Sharritts ever express any views as to
whet her gender reassignnment surgery should be covered
under the plan?

A Not that | renenber.

Q Dd Kelly Sharritts ever express any views about
transgender i ndividuals generally?

A Not that | renmenber.

Q Let's go to Marie |Isaacson. Do you ever renenber

Mari e | saacson expressing any political views in your tine
at the ADQOA?

A No.

Q Do you renenber Ms. |saacson ever expressing any
personal or political views about whether transgender
benefits shoul d be covered?

A No.

Q Do you renenber Ms. |saacson ever expressing any
personal or political views about transgender individuals
I n general ?

A No.

Q If you had to guess would you say that
Ms. |saacson was politically liberal? Yes or no?

MR CURTIS: Objection; formof the
questi on.

THE W TNESS: | know her husband is a
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A Based on di scussi ons we had.
Q What specifically about those di scussions made
you think he was conservative?
A | -- 1 just renmenber a conversation where NPR he

told me was a |iberal nedia organi zati on.
Q Ckay. And other than this comment about NPR, was
t here any other reason why you think M. Misner was

conservative?

A | can't renenber any specifics.
Q Dd M. Meisner ever express any political
views -- any personal or political views about whether

transgender benefits should be covered?

A. No.

Q Dd he ever express any views about the cost of
t henf

A No.

Q So in your know edge -- to your know edge,

M. Meisner never expressed any opi ni on one way or anot her
about gender reassignnent surgery?

A Correct.

Q Ckay. Let's go to Scott Bender. Did M. Bender
ever express any political views in your tinme of know ng
hi meither at the ADOA or outside of the ADCA?

A. | don't renenber himhaving any political

conversati on.
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Q And do you renmenber hi mever having or expressing
an opi ni on about transgender benefits?
A No.
Q You never renmenber himever expressing an opinion

one way or anot her about whet her gender reassi gnnent
surgery should be covered?

A Correct.

Q Let's go to Yvette Medina. Did Yvette Medina

ever express any political views in your tinme of know ng

her ?
A. Yes.
Q ' msorry?
A Yes.
Q And what were those views?
A We wor ked together for ten years, so you're

tal king about a nyriad of different topics. Just whatever
happens to be in the news that day.

Q D d you get the sense that Ms. Medi na was
conservative?

A She's tricky. She's very mddle of the road.

Q Wien it cane to social issues was Ms. Medi nha nore
conservative or nore |iberal?

A You know, she was -- you can't peg that down.

Q D d she, and by she | nean Yvette Medi na, ever

express any personal or political views about transgender
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1| benefits?

2 A. No.

3 Q Dd Ms. Medi na ever express a view one way or

4| anot her regardi ng whet her gender reassignnent surgery

5| should be covered under the plan?

6 A. No.

7 Q Let's tal k about the governor's office. In your
8 wviewis the Arizona governor's office generally

9| conservative or liberal?

10 MR CURTIS: Objection; formof the

11| question.

12 THE WTNESS: They are -- Wat was the exact
13| wording you used?

14 Q BY MR GARBACZ: Sorry. Let ne rephrase.

15 Is the Arizona governor's office

16 | conservative in your view?

17 A Yes.

18 MR CURTIS: bjection; formof the

19| question.

20 THE W TNESS: Yes.

21 Q BY MR GARBACZ: And why do you say that?

22 A Because of the environment we live in today.

23 Q Wul d you say that Arizona governor's office is
24| conservative when it cones to social issues?

25 A |'d say they're conservative no matter what the
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1| it fromtheir plans, they are renoving it fromtheir fully
2| insured plans?

3 A Correct.

4 Q We tal ked quite a bit about nedical necessity.

5 Wuat's -- |If soneone just asks you if sonething is

6 nedically necessary, what -- what does that nean to you as
7 soneone who's worked in enployee benefits?

8 A | -- Personally | amthankful it's not ny

9 decision to nmake usually. And that's another thing we

10| need the nedical plans for, is to determ ne the

11| appropriate procedures for treatnment of certain things,

12| diseases and such.

13 Q Ckay. | guess in one context if | go to a doctor
14| who says it's required for you to have this surgery, |

15| suppose you could say that that doctor told me it's

16 | nedically necessary; correct?

17 A Correct.

18 Q But then in a plan is -- is that what nedi cal

19| necessity neans or does nedical necessity nmean sonet hing
20| else in a plan?

21 A Yeah, that -- they it would not neet the

22| definition of being nedically necessary just because a

23| doctor says you need to do sonet hi ng.

24 Q Ckay. And -- and why is that?

25 A Because doctors don't always have the sanme ideas

209
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on the treatnent of diseases and treatnents, and sonetines
their notivation is selfish and they want you to |li ke get
a surgery for your back because that will reward them not
necessarily nake it so you can wal k better.

Q Ckay. Well, what -- what if, for exanple, | go
to the doctor and he tells ne that | have high chol esterol
and that | need to take nedication and he tells ne that I
need sone nane-brand prescription? Is that nedically
necessary because the doctor tells ne so?

A No.

Q And you were tal king before that naybe just
because a doctor says so, it's not nedically necessary
under the plan. |Is that correct?

A Correct.

Q What if the plan cones to ne and says, okay, we
see that you have high chol esterol and that you need
nmedi cation. Here is an equally effective generic that's
much -- much cheaper? Could a plan tell ne that?

A Yes.

Q Ckay. And so by the plan standards the
name- br and prescription for chol esterol would not be
nmedi cal | y necessary?

A. Correct.

Q Because there's another -- another treatnent that

woul d address the -- the circunstance?
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right?

A No, | do not.

Q kay. The -- the -- the last set of questions I
had is, | believe you testified earlier that since you

|l eft ADOA you've renained in sone contact with M chael

Meisner. |Is that right?
A I -- | have contacted hima couple tines.
Q Have you ever talked with himabout this case?
A Never .

MR YOST: That's all the questions | have.
MR GARBACZ: | just have a few fol |l ow up

questions, so we'll keep this pretty brief.

FURTHER EXAM NATI ON

BY MR GARBACZ:

Q Ms. Schafer, you're not a nedical expert, are
you?

A No, | am not.

Q And you're not an expert on what is considered
nedi cal |y necessary, are you?

A No, | am not.

Q And when it cones to what is nedically necessary
for purposes of the ADOA' s heal thcare plan, the best place
to look is probably the plan docunent itself which defines

medi cal | y necessary; right?
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1 A. Not necessarily.

2 Q And why is that?

3 A Because nedically necessary, there are -- there
4| are guidelines that -- that all plans have to follow for
5| every single condition that's out there in the world.

6| There are nedical procedures and gui delines that these

7| conpanies have to follow. And because |'ve been out of

8| this for a couple years | don't renenber what those set of
9| rules are. But every -- You know, whether you tw st an
10| ankle or you have -- you know, you have ovarian cancer,
11| everything has a list of nedically appropriate procedures
12| that -- and that's why you would only contract with a

13| vendor that agrees to adm nister their nedical decisions
14| based on these -- these criteria.

15 Q So it's generally the vendor, the third-party

16| adm nistrator who determ nes what is nedically necessary?
17 A Vell, it's actually a -- it's not the vendor

18| thenselves in nost cases, it's -- And I'msorry, | feel
19 like | haven't done ny honework for this assignnent. But
20| there are -- there are rules out there and I want to --
21| and | can't renenber what they're called. But they are
22| basic guidelines for di sease managenent and they -- they
23| wusually all follow the basic criteria. There m ght be

24| small tweaks, but for the nost part that's what you're --
25| you know, that's the expertise you're paying for.

216
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know, too, if we're covering sonething and there are sone

changes, they would tell us. Like, our vendors are very

good about letting us know what is happening in the

industry as far as coverage i s concerned.

Q You nentioned that the vendors who, it sounds

li ke, are very on it would nention to you, especially if

you were not in line or -- excuse ne, especially if you

were not covering a certain benefit that was being

covered by others. Wy would that be?

A As -- just as a general information, because we
are -- because we are self-funded. |If they're covering
sonet hing, that doesn't necessarily nean we have to cover

it, but we do |l ook for their guidance on that, just to

| et us know.

Q Whien you say you |l ook for their guidance on
t hat, what do you nean?
A. You know, if there's changes that are happeni ng

to coverages, they would at least tell us. And, you

know, you showed the change | og, that's where they would

kind of |let us know when there's sonet hi ng happeni ng on

their end that they would normally do, or even a process,

not even necessarily a benefit coverage; if there's

sonmet hing that's happening in the market that they

normal ly do, they informus to hel p us, you know, make

better decisions and know ng whet her we are going to
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foll ow

Q Wien vendors raise this type of issue where
there's a benefit that is largely covered, but it's not
yet covered under your plan, howis that usually
resol ved?

A Usually we will take that into concern --
consi deration and, actually, it depends, really, on -- we

take the information and we ask -- if one vendor just

tells us sonething, then we ask all four of ours to see
if it is truly across the board on coverage. So, you
know, if one vendor canme to us and said, "W are covering
this,"” and the other three are not, we try and figure out

why aren't the other three, and why is only one vendor

covering it, and then we wll just take everybody's
cover age gui delines and policies and review themto nmake
sure that -- why is one person an outlier.
So we don't want to be -- you know, not that we
don't want to be an outlier, but we don't want to cover
sonething if not everybody is covering it, or it could be
that we m ght cover sonmething. So we just take their
recommendati ons and revi ew them but that doesn't
necessarily nmean that we are going to follow their
reconmendat i on.

So if there's an instance

Q That nmakes sense.

where all four did cover sonething that was not currently
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specifics, the plans you used when they're thinking about

covering transgender reassignnment surgery, and | want to

take a step back and tal k about the evolution of the
transgender surgery exclusion over the course of your
time at ADQA.

So in 2015, around the tine of the e-nmails that

we were | ooking at, Exhibit 2, Septenber of 2015, was

that the first tinme that it cane to your attention that

t he transgender excl usion m ght be renoved fromthe plan?
A That was the first time that we had to do
research on transgender -- it wasn't to exclude sonething
fromthe plan, it was to do the research on it.

Q And the first tine that you renenbered doi ng

research on the transgender benefits portion of the plan

was around 2015; is that right?
A Ri ght .
Q And when you sent out these e-nmils to vendors

aski ng what their coverage was going to be, what

responses did you get back fromthose vendors?

A | would say they were -- they responded in

letting me know whether it's covered on their end and how

their book of -- book of business, nmeani ng ot her

conpani es were, what deci ded whether they were going to

cover it. And fromwhat | renenber, that it was not a

standard coverage at that time.

Glennie Reporting Services, LLC
602.266.6535 www.glennie-reporting.com



mvarilek
Rectangle


Case 4:19-cv-00035-RM-LAB Document 296-3 Filed 09/26/22 Page 106 of 157

01:43:42

© 00 ~N oo o b~ w N P

o1:44:14 10
11
12
13
14
01:44:21 15
16
17
18
19
01:44:46 20
21
22
23
24

01:45:16 25

Yvette Medina, Videotaped - 02/18/2021

120

Q So at that tine, around 2015, fromthe

responses you received fromvendors, it didn't seemli ke

it was standard to cover transgender surgery?

A R ght.

Q Who did you report that information to at the
ADQA?

A That woul d have been reported to

Marie (inaudible) --

THE REPORTER: ' msorry, who?

THE W TNESS: Mari e |saacson. Sorry.

BY Ms. SHEETS:

Q At the time, she was the director of BSD for
ADQA?

A Yes.

Q And why woul d you be reporting that infornmation
to her?

A We shared the information with the director at

the tinme that we know, especially if we're doing
research.

Q Do you know -- let ne rephrase.
Wiat was Marie |saacson's reaction to the

information that nost vendors were reporting not

i ncl udi ng coverage for transgender surgery?
A A reaction? | don't know her reaction, but she
just, | guess, would -- | don't know what you nean by her

Glennie Reporting Services, LLC
602.266.6535 www.glennie-reporting.com
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SI GNATURE PAGE

I, YVETTE MEDI NA, a deponent exercising ny
right to read and sign ny deposition taken on February
18, 2021, place ny signature hereon and neke the
foll owi ng changes on this day
of , 2021.

(I'F THERE ARE NO CHANGES, WRI TE "NONE. ")

YVETTE MEDI NA

PAGE LI NE READS CHANGE TO REASON

Glennie Reporting Services, LLC
602.266.6535 www.glennie-reporting.com
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STATE OF ARIZONA )
COUNTY OF MARI COPA )

BE | T KNOMN t hat the foregoing proceedi ngs
were taken before ne; that the witness before testifying
was duly sworn by ne to testify to the whole truth; that
t he foregoing pages are a full, true, and accurate record
of the proceedings all done to the best of ny skill and
ability; that the proceedi ngs were taken down by ne in
shorthand and thereafter reduced to print under ny
di rection.

[ X] Review and signature was requested.
[ ] Review and signature was wai ved.
[ ] Review and signature not required.
| FURTHER CERTI FY that | have conplied with
the ethical obligations set forth in the ACIA 7-206(F) (3)

and ACJA 7-206(J)(1)(g)(1) and (2). Dated at Phoeni x,
Arizona, this 1st day of March, 2021.

ROBI N L. B. OSTERCDE, RPR
CA CSR No. 7750
AZ CR No. 50695

* * * * *

| CERTIFY that d ennie Reporting Services,
LLC, has conplied with the ethical obligations set forth
in ACJIA 7-206(J)(1)(g) (1) through (6).

GLENNI E REPORTI NG SERVI CES, LLC
Regi stered Reporting Firm
Arizona RRF No. R1035

Glennie Reporting Services, LLC
602.266.6535 www.glennie-reporting.com
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Douglas A. Ducey
Governor

Craig C. Brown
Director

ARIZONA DEPARTMENT OF ADMINISTRATION

OFFICE OF THE DIRECTOR

100 NORTH FIFTEENTH AVENUE e SUITE 401
PHOENIX, ARIZONA 85007

(602) 542-1500

June 27, 2017

The Honorable Douglas A. Ducey, Governor, State of Arizona
The Honorable Steve Yarbrough, President, Arizona State Senate
The Honorable J.D. Mesnard, Speaker, House of Representatives
1700 West Washington Street

Phoenix, AZ 85007

Dear Governor Ducey, President Yarbrough, and Speaker Mesnard:

Pursuant to A.R.S. § 38-652 (G) and A.R.S. § 38-658 (B), we are pleased to present the 2016
Annual Report for the Health Insurance Trust Fund, including a report on the performance
standards for the health and dental plans.

Sincerely,

Craig C. Brown
Director

c: Richard Stavneak, Director, Joint Legislative Budget Committee
Geoffrey Paulsen, Staff, Joint Legislative Budget Committee
Rebecca Perrera, Staff, Joint Legislative Budget Committee
William Greeney, Acting Director, Office of Strategic Planning and Budgeting
Ashley Beason, Budget Analyst, Office of Strategic Planning and Budgeting
Derik Leavitt, Assistant Director, ADOA Budget and Resource Planning
Holly Henley, State Librarian and Director, Arizona Department of Library and Archives
Marie Isaacson, Director, ADOA Benefit Services Administration

Confidential AZSTATE.244065
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FOREWARD

The Arizona Department of Administration (“ADOA”) offers health, dental, life, and disability
insurance as well as medical and dependent care flexible spending accounts to the State of
Arizona (“State”) employees and Retirees. These combined group of benefits offered is referred
to as Benefit Options. This report provides a broad overview of the Benefit Options program,
and meets the requirements of the A.R.S. §38-652 (G) and A.R.S. §38-658 (B).

The data shown is presented for the period January 1, 2016 through December 31, 2016. The
Active and Retiree plans were concurrent for this period.

Any questions relating to the contents of this report should be addressed to:
Arizona Department of Administration
Benefit Services Division
100 N. 15™ Ave, Suite 260
Phoenix, AZ 85007

Telephone: 602-542-5008

Health Insurance Trust Fund January 1, 2016 to
Annual Report December 31, 2016
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Report Background

This document reports the financial status of the Employee Health Insurance Trust Fund
pursuant to A.R.S. §38-652 (G), which reads:

The department of administration shall annually report the financial status of
the trust account to officers and employees who have paid premiums under
one of the insurance plans from which monies were received for deposit in
the trust account since the inception of the health and accident coverage
program or since submission of the last such report, whichever is later.

The Annual Report also reports the performance standards for the health plans pursuant to
A R.S. §38-658 (B), which reads:

On or before October 1 of each year, the director of the department of
administration shall report to the joint legislative budget committee on the
performance standards of health plans, including indemnity health insurance,
hospital and medical service plans, dental plans and health maintenance
organizations.

Benefit Services Division accounts for the Benefit Options program in two different funds. The
Special Employee Health Fund, also known as Fund 3015 of the Health Insurance Trust Fund
(“HITF”) encompasses the medical and dental programs and the appropriated expenditures for
ADOA, Benefit Services Division operations. The ERE/Benefits Administration Fund, of Fund
3035, is primarily a “pass through” fund for other benefits including, vision, life, and disability
insurance as well as flexible spending accounts.

The benefits offered are either self-insured or fully-insured. For year 2016, the medical and dental
PPO plans were self-insured, whereas the dental HMO, vision, life and disability insurance plans
were fully-insured.

The State’s self-insured medical plan began on October 1, 2004. The State contracts with the
medical and pharmacy vendors to provide network access and related discounts, claim adjudication
and payment, and medical management including utilization management, case management and
disease management. The State is responsible for the full cost of all claims and programs offered
by the vendors.

The State’s self-insured dental PPO began on January 1, 2013.

Schedules of premiums received and accounted for in Fund 3015, distributions by enrollments,
incurred and paid medical/drug claims, and expenses related to the medical and dental plans are
included within this Annual Report. Also included is a summary of premiums collected and paid
for the life insurance, disability insurance, vision insurance, and flexible spending accounts for

Fund 3035.

quick

Health Insurance Trust Fund January 1, 2016 to
Annual Report 1 December 31, 2016
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All data provided herein is for Plan Year (“PY”) 2016 running January 1, 2016 through December
31, 2016.

Please note statistics will vary from previous annual reports due to the late receipt of program data
following the completion of the previous annual report. Further, the Benefit Services Division has
moved to using a new data-mining platform called MedInsight to extract the data which further
explains some of the variances in reported statistics. In no case does the variation represent a
substantive change in trend.

Health Insurance Trust Fund January 1, 2016 to
Annual Report 2 December 31, 2016
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Executive Summary

During PY 2016, ADOA offered a comprehensive insurance package through Benefit Options to
approximately 134,000 members consisting of Active state and university employees, Retirees and
their qualified dependents. The benefits offered in the package include medical, pharmaceutical,
dental, flexible spending, vision, wellness, an employee assistance program (EAP), life and
disability insurance.

For PY 2016 the sum of health and dental premiums collected was $804M with total plan expenses
and transfers of $893.3M. Expenses include claims incurred in 2016 and prior plan years paid in
PY 2016.

Health Plan
e The average annual plan expense, including claims, administrative costs and fees, per
member was $6,255
o Average Active member expense was $6,051; average Retiree member expense
was $8,958
e The medical claims expense was $547.4M, excluding IBNR liability
o The leading diagnosis category by cost remains to be the musculoskeletal system
at 13% of total medical spend
o Claims indicate that members are seeking appropriate level of care by seeking the
majority of care from physicians or specialists
= 4,059 physician visits per 1,000 members (slightly lower than prior years)
= 209 urgent care visits per 1,000 members (slightly lower than prior years)
= 215 emergency room visits per 1,000 members (slightly higher than prior
years)
e The pharmacy claims expense was $181.8M
o The leading therapeutic drug class by cost was diabetes at 12% of total
pharmaceutical spend
o Over 1.4M prescriptions were filled in PY 2016
= Active employees filled an average of 9 prescriptions per year while
Retirees filled an average of 29

Wellness Program
e Administered over 14,842 flu vaccines through 405 worksite or public events
e Administered over 7,871 screenings through 89 statewide worksite events resulting in 517
referrals to physicians for various health issues, which is a 34% increase in referrals over
the prior year
e Paid out over $400k in incentive pay to 2,039 employees participating in the HIP program

Performance Measures

Financial guarantees are in place to manage the performance of the contracted vendors. Most
vendors met the majority or all of the agreed-upon performance measures. However, estimated
penalties of approximately $360K will be collected in PY 2017 from vendors failing to meet agreed
upon PY 2016 performance targets in customer service, claims processing, appeals, reporting,

Health Insurance Trust Fund January 1, 2016 to
Annual Report 3 December 31, 2016
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prescription drug coverage provided by the Benefit Services Division health plan. The EGWP
program achieved savings of $11.5M in PY 2016.

Benefit Services Division holds reserves for paying claims that have been incurred but not reported
(“IBNR”) and for a contingency to cover any insufficiencies that may develop, such as actual
medical trend exceeding assumed medical trend during rate setting, unplanned shifts in plan
membership, unexpected catastrophic claims, and changes in provider reimbursement rates that
may occur during each plan year.

Health Insurance Trust Fund January 1, 2016 to
Annual Report 5 December 31, 2016
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Medical Plan Enrollment

Benefits Services Division offers medical coverage to the following employees and their

dependents:
e Eligible state employees and university staff, officers, and elected officials
e State Retirees receiving pension benefits through any of the State retirement systems
e State employees or university staff accepted for long-term disability benefits
e State employees or university staff eligible for COBRA benefits

The three types of medical plans offered to eligible participants are the Exclusive Provider
Organization (EPO), the Preferred Provider Organization (PPO) and the High Deductible Health
Plan (HDHP) with Health Savings Account (HSA).

The EPO Plan

Within the EPO plan, services must be obtained from an in-network provider; out-of-network
services are only covered in emergency situations. The employee pays the monthly premium and
any required copay at the time of service. Employees who select the EPO plan may choose from
four networks: Aetna, BCBS of Arizona, Cigna or UHC.

The PPO Plan

Within the PPO plan, services may be obtained from an in- or out-of-network provider. There is
a separate in- and out-of-network deductible that must be met before copays or coinsurance
(percent of the cost) are allowed. The employee pays the monthly premium and at the time of
service pays 100% of the allowed amount of service until the deductible is met. After the
deductible is met, the employee pays copays if the provider is in-network and co-insurance if the
provider 1s out-of-network until the out of pocket maximum (OOP) is met. Once the OOP is met
the plan pays 100% of services for the remaining plan year, with a few exceptions, e.g. pharmacy
copays. Employees who select the PPO plan may choose from four networks: Aetna, BCBS of
Arizona, Cigna or UHC. Employees at NAU also have the option of participating in their fully-
insured BCBS NAU plan.

The HDHP with HSA Plan

Within the HDHP, services may be obtained from both in- and out-of-network providers. There
is a separate in- and out-of-network deductible that must be met before coinsurance is allowed.
The employee pays the monthly premium and at the time of service pays 100% of the allowed
amount of service (except for qualified preventative services that are covered 100% by the plan)
until the deductible is met. After the deductible is met, the employee pays co-insurance up to the
out of pocket maximum at which time the plan pays 100% of any additional costs for the year.

Employees who enroll in the HDHP and are under the age of 65 are eligible to open an HSA. This
account allows employees to make pre-tax contributions into the account and withdraw the monies
to pay for healthcare related expenses. When the employee opens the HSA with the State HDHP,
the State makes bi-weekly deposits to the account.

The HDHP is only available to Active employees and under the Aetna network.

Health Insurance Trust Fund January 1, 2016 to
Annual Report 6 December 31, 2016
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Life, Disability, Vision Insurance and Flexible Spending Accounts

Fund 3035, ERE/Benefits Administration, is used to pay Fully Insured premiums and administer
State employees benefit plans other than health and dental. These include basis, supplemental,
and dependent life insurance, short-term and non-ASRS long term disability insurance, vision
insurance, and medical and dependent care flexible spending accounts. Basic life and non-ASRS
long term disability insurance is funded solely by State agency premiums (employer premiums)
while all others are funded solely be employee premiums. Fund 3035 is primarily a pass-through
fund with collections funding the premiums payments. The table above is a cash statement of
receipts received and expenses paid during PY 2016 that related to PY 2016 incurred revenues
and expenditures as well as prior.

Health Insurance Trust Fund January 1, 2016 to
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ADOA Accuracy of Shared Data

Dependent Eligibility audits are performed annually on the health plan’s membership. The
eligibility audits provide assurance that dependent eligibility is monitored effectively and the risk
of claims paid on behalf of ineligible dependents is minimized. The results of the eligibility audit
indicated that two ineligible dependents were enrolled in the plan. One dependent erroneously
received total benefits of $2,301.95 due to an unreported qualified life event. Appropriate
documentation was not received for one dependent, however, no erroneous payments of benefits
were made on the dependent’s behalf. Additionally, during the Plan Year, documentation was
reviewed for a member and dependent who were not included in the annual Dependent Eligibility
Audit. Suspicion of inappropriate conduct by the member was based on contact from the member’s
agency or peers. It was determined that one dependent was not married to the member at the time
of enrollment. A total of $5,654.50 in benefits was paid in error on behalf of the dependent.
Eligibility documentation and review results for members not selected for the audit, are included
as Additional Information in the findings of Dependent Eligibility Audit.

Audit Program Improvement Initiatives

In addition to the regularly scheduled audits, reviews, and evaluations listed above, Audit Services
assisted in performing a review of HITF members with premiums in a collections status. Claims
paid during the non-payment of premium period on behalf of these members were identified and

used to assist in determining the remediation of the unpaid premiums.

Audit Services continues to strive towards improvement and efficiency; the focus during the PY
2016 was to streamline administrative functions to improve audit program initiatives.

Health Insurance Trust Fund January 1, 2016 to
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Glossary of Terms

Active member(s) — An employee and their eligible dependents, as defined in the Arizona
Administrative Code, who are enrolled in one of the health plan options offered by the State.
(Also referred to as “actives”.)

Administrative fees — Fees paid to third-party vendors for plan administration, network rental,
transplant network access fees, shared savings for negotiated discounted rates with other
providers, COBRA administration, direct pay billing, additional reporting billing, State fees
(MA, Ml and NY), and bank reconciliation fees.

Case management — A collaborative process that facilitates recommended treatment plans to
ensure that appropriate medical care is provided to disabled, ill, or injured individuals.

Claim — A provider’s demand upon the payer for payment for medical services or products.

Claim appeal — A request by an insured member for a review of the denial of coverage for a
specific medical procedure contemplated or performed.

COBRA, Consolidated Omnibus Budget Reconciliation Act of 1985 — A federal law that
requires an employer to allow eligible employees, retirees, and their dependents to continue their
health coverage after they have terminated their employment or are no longer eligible for the
health plan - COBRA enrollees must pay the total premium, in addition to an administrative fee
of 2%.

Contribution strategy — A premium structure that includes both the employer’s financial
contribution and the employee’s financial contribution towards the total plan cost.

Copayment — A form of medical cost-sharing in the health plan that requires the member to pay
a fixed dollar amount for a medical service or prescription.

Deductible — A fixed dollar amount that a member pays during the plan year, before the health
plan starts to make payments for covered medical services.

Dependent — An unmarried child or a spouse of the employee who meets the conditions
established by the relevant plan description.

DHMOY/Pre-Paid Dental — A dental plan that offers members dental services with no annual
maximums or claim forms, and services based on a discounted rate. Total Dental is the current
prepaid dental vendor.

DPPO - A dental plan, with an in-network and out-of-network coinsurance structure, that allows
members to visit any dentist. There is an annual deductible, and maximum annual benefit of
$2,000 per member per year for dental services. The current administrator for the DPPO plan is

Delta Dental.
Health Insurance Trust Fund January 1, 2016 to
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Disease management — A comprehensive, ongoing, and coordinated approach to achieving
desired outcomes for a population of patients. These outcomes include improving members’
clinical conditions and qualities of life as well as reducing unnecessary healthcare costs. These
objectives require rigorous, protocol-based, clinical management in conjunction with intensive
patient education, coaching, and monitoring,.

Eligibility appeal — The process for a member to request a review of a health plan decision
regarding a claimant’s qualifications for, or entitlement to, benefits under a plan.

Employee — As defined in the Arizona Administrative Code who works for the State of Arizona
or a State university.

Employee Group Waiver Program (EGWP) — An employer group Medicare Prescription D
drug plan.

Exclusive Provider Organization (EPQO) — A health plan designed with an exclusive provider
organization or network. Enrollees are limited to access in-network providers and are subject to
co-pays. Any exceptions require prior authorization.

Flexible spending account (FSA) — An account that can be set up through the State’s Benefit
Options program, an FSA allows an employee to set aside a portion of his/her earnings to pay for
qualified medical and dependent care expenses. Money deducted from an employee's pay and
put into an FSA is not subject to payroll taxes.

Formulary — A list of preferred medications covered by the health plan. The list contains
generic and brand-name drugs. The most cost-effective brand-name drugs are placed in the
“preferred” category and all other brand-name drugs are placed in the “non-preferred” category.

Fully-insured — An insurance model wherein a commercial insurer collects premiums, pays
claims for services, and takes the risk of revenue to expense. Benefit Options may collect the
premiums for transfer to the commercial insurer.

High Deductible Health Plan (HDHP) — A health plan designed with an open access provider
organization or network. Enrollees have access to in-network and out-of-network providers, and
are subject to co-insurance and higher annual deductibles than traditional plans. Out-of-network
providers require greater co-insurance.

Health Savings Account (HSA) — An account that allows individuals to pay for current health
expenses and save for future health expenses on a tax-free basis. Only high deductive health
plans are HSA-eligible.

Integrated — A health plan operation administered by one entity. Such operations include:

claims processing and payment, a network of medical providers, utilization management, case
management, and disease management services.
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Medicare — The federal health insurance program provided to those who are age 65 and older, or
those with disabilities, who are eligible for Social Security benefits. Medicare has four parts:
Part A, which covers hospitalization; Part B, which covers physicians and medical providers;
Part C, which expands the availability of managed care arrangements for Medicare recipients;
and Part D, which provides a prescription drug benefit. Retirees signing up for ADOA insurance
must enroll in Parts A and B, but not C or D.

Member — A health plan participant. This individual can be an employee, retiree, spouse, or
dependent.

Network — An organization that contracts with providers (hospitals, physicians, and other health
care professionals) to provide health care services to members. Contract terms include agreed
upon fee arrangements for services and performance standards.

Non-integrated — A health plan with operations administered by multiple entities. These
operations include claims processing and payments, a network of medical providers, and disease
management services.

Payer — The entity responsible for paying a claim.

Pharmacy Benefit Manager (PBM) — An organization that provides a pharmacy network,
processes and pays for all pharmacy claims, and negotiates discounts on medicines directly from
the pharmaceutical manufacturers. These discounts are passed to the employer/payer in the form
of rebates and reduced costs in the formulary.

Plan Year (PY) — Defined as the period of January 1 through December 31 of a given year.

Preferred Provider Organization (PPO) — A health plan designed with a preferred provider
organization or network. Enrollees have access to in-network and out-of-network providers, and
are subject to co-pays, or co-insurance, and annual deductibles. Out-of-network providers
require greater co-pays.

Premium — The agreed-upon fees paid for medical insurance coverage. Premiums are paid by
both the employer and the health plan member.

Retiree — A former State of Arizona employee, State university employee, officer, or elected
official who is retired under a State-sponsored retirement plan. For reporting purposes, this term

encompasses both actual retirees and their dependents.

Self-funded — An insurance program wherein Benefit Options collects premiums, pays claims,
and assumes the risk of revenues to expenses.

Self-insured — A plan that is funded by the employer who is financially responsible for all
medical claims and administrative expenses.
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Spouse — A dependent legally married to an employee or a retiree, as defined by the Arizona
Revised Statutes.

Subscriber — An employee, officer, elected official, or retiree who is eligible and enrolls in the
health plan.

Third party administrator — An organization that handles all administrative functions of a
health plan including: processing and paying claims, compiling and producing management
reports, and providing customer service.

Utilization management — The evaluation of appropriateness and efficiency of health care
services procedures and facilities according to established criteria or guidelines and under the

provisions of an applicable health benefits plan.

Utilization review — A process whereby an insurer evaluates the appropriateness, necessity, and
cost of services provided.

Utilizer — A member who receives a specific service.
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