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Good afternoon Senator Bailey, Representative Perry, and Members of the Joint Standing Committee on
Health Coverage, Insurance and Financial Services.

My name is Peter Hayes and I'm the President and CEO of the Healthcare Purchaser Alliance of Maine. The
HPA is a nonprofit that represents the purchasers of healthcare in Maine. Our mission is to advance
healthcare value and to support and incentivize high-quality, affordable care. We have over 60 members,
including some of the largest public and private employers and health trusts in Maine. Collectively, our
members spend over a billion dollars annually providing health care for nearly one quarter of the
commercially insured population in the state.

I’'m here today to testify in opposition to LD 796. We agree that prior authorization and utilization review
processes should be as streamlined, cost-efficient, and prompt as possible, so that clinicians can focus their
time on patient care. We share the concerns that committee members have raised this session about how
administrative burdens contribute to the rising cost of health care in Maine. But that is not the only factor
driving healthcare costs. The plan sponsors who are paying for health care need to know that there are
robust processes in place to ensure that their plan dollars are supporting appropriate interventions and
reasonable limits on utilization. We are concerned that some of the changes proposed in LD 796 could limit
carriers’ ability to reduce inappropriate and overutilization of care.

Many studies have identified waste in our healthcare system—not just administrative waste, but the
provision of healthcare services that are unnecessary or inappropriate. For instance, a 2018 Health Affairs
article estimated that nearly 8% of commercial payer dollars in 2016 was spent on overtreatment.* Another
study of elective outpatient CT and MRIs found that 26% were not considered appropriate.? Even surveyed
physicians said that they believed over 20% of medical care is unnecessary.? And it’s not just employers
who are paying for these inappropriate or low value services, it’s also our employees and their families,
who bear these costs before they reach their deductibles or through copays and coinsurance, or higher
premium costs.
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These unnecessary services don’t just increase costs, they can also put patients through invasive surgical
procedures, often with poor outcomes. When one large company offered a spine center of excellence
program to its members, they found that more than one-third of referred individuals did not need back
surgery.* And a study of the Ohio Bureau of Worker’s Compensation database showed that almost 50% of
patients suffering from disc degeneration, disc herniation, and/or nerve disease underwent spinal fusion
surgery. Two years later, only 26 percent of patients who underwent surgery recovered enough to go back
to work, while 67% of patients who did not undergo surgery were able to return to work.’

Some question whether prior authorizations are cost effective, once the extra administrative burden for
providers is factored in. To that point, a January 2023 working paper from the National Bureau of Economic
Research on prescription drug prior authorization in Medicare Part D concluded that their “results suggest
that prior authorization restrictions are a powerful tool for reducing health care costs. As highlighted by the
American Medical Association and other interest groups, these restrictions do also generate substantial
administrative costs. However, even under generous assumptions, these administrative costs are small
relative to the reductions in drug spending achieved by these restrictions.”®

The carriers who operate these programs will be able to share more detailed feedback regarding the impact
of the changes proposed in the bill, and we urge you not to pursue changes that would limit their ability to
utilize these cost-effective tools to minimize inappropriate and overutilization of care. For instance, LD 796
would prohibit utilization review of a service delivered by a provider if at least 80 percent of the provider’s
utilization review requests for that service over the last 12 months had been approved. That means that a
provider who has one out of every five services rejected under utilization review would be exempt from any
further utilization review for that service—apparently in perpetuity. Further, we’re only aware of one other
state that has enacted a similar policy, and in that state, the threshold for exemption is 90 percent.” If the
committee wants to consider exemptions for providers with high approval rates, we suggest setting the
rate above 80 percent—which | believe would earn you a grade of C at most Maine high schools.

As we try to lower the costs of health care in Maine, we believe one of the first areas we should focus on is
services that are unnecessary or inappropriate. To that end, as the committee evaluates the many changes
proposed in LD 796, we urge you to focus on modifications that would streamline administration without
restraining carriers’ ability to effectively limit inappropriate and over-utilization of care.

I'd be happy to answer any questions and will be available for the work session.
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