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State and Public School Life and 
Health Insurance Board 
Benefits Sub-Committee 

Minutes 
March 5, 2010 

 
The Benefits Sub-Committee of the State and Public School Life and Health 
Insurance Board (hereinafter called the Committee) met on Friday, March 5, 
2010, at 9:00 a.m. in the EBD Board Room, 501 Woodlane, Suite 500, Little 
Rock, Arkansas. 
 
 

Members Present    Members Absent 
Jeff Altemus   Becky Walker 
Gwen Wiggins    Lloyd Black     

  Janis Harrison          
Shelby McCook   
Bob Alexander  
  
      

Jason Lee, Executive Director, Employee Benefits Division (EBD). 

 
Others Present: 
George Platt, Leigh Ann Chrouch, Doug Shackelford; Michelle Hazelett, Stella 
Greene, Lori Eden, Florence Marvin, Amy Tustison, Amy Redd, Donna Cook, 
Jane Young, Sherry Bryant, Latryce Taylor, Cathy Harris, EBD; Sherry Saxby, 
Rhonda Hill, AR Centers for Health Improvement & EBD; Barbara Melugin, Ron 
Deberry, David Bridges, Kathy Ryan, AR BC/BS Health Advantage; Marc Watts, 
ASEA; Sarah Sanders, AR Highway & Transportation Dept; Sharon Marcum, 
LifeSynch; Peggy Nabors, AR Education Association; Shonda Rocke, Alicia 
Hayden, InformedRx; John Greer, Humana 
 

Call to Order 
The meeting was called to order by Jeff Altemus, Chairman.      
 

Approval of Minutes 
A request was made by Altemus to approve the January 19, 2010 minutes.  
McCook made the motion to approve.  Harrison seconded.  All were in favor. 
Minutes Approved. 
 
 
BENEFITS STRATEGIC PLANNING WORKGROUP (BSPW) REPORT by 
George Platt, Chairman 



 2 

 
Platt reported the workgroup met on February 2nd and they are working on a 
variety of topics.  Platt said currently the workgroup does not have any 
recommendations for the committee at this time.  
 
Platt reported Christ Pittman with Delta Dental provided a speaker to talk about 
TMJ.  Platt said Dr. Herman Herd provided some interesting facts about the 
condition and the workgroup asked him to attend the Benefits meeting in April to 
address the committee members as well.    
 
Platt said the workgroup is also researching a few of the wellness benefits for the 
Quality of Care Committee.   
  
 
PUBLIC SCHOOL EMPLOYEES ACTIVE RATES by John Colberg, CHEIRON  
Colberg presented the preliminary PSE Active Rates for 2010-2011.  The 
information was presented in two formats; prior presentation format and revised 
presentation format.    

Colberg reported a rate increase of $30 for employee only and $80 for family.  
The trend projection for next year is 7% medical, 9% pharmacy inflation.   

Colberg presented three rating options for consideration.     

 Option #1 Baseline                                                                                             

Assumes no benefit change or any additional reserve allocation  

 Option #2 Full creditability to Novasys/HDPPO                                              
Re-pricing the NovaSys plan options giving full rating credit to the High 
Deductible plan as opposed to blending the risk between the two plans.    

 Option #3 Baseline with non-Medicare Retirees Blend                                    
Active employee and the pre-Medicare retiree both pay the $11.20 
subsidy and that the entire contribution is given to the Medicare group, or 
lower the $11.20 subsidy by whatever amount their premium increases so 
that this “blending” would have no effect.    

Lee commented option # 2 will create a significant price difference between the 
Health Advantage POS and the NovaSys POS plan and so he has concerns 
about the viability of the NovaSys plan if they were to give full rating credit to the 
High Deductible plan.   

A discussion ensued. 

McCook said he believes it time they move towards giving actual costs to the 
HDPPO plan.  McCook said they have not been aggressive enough in the past.      

The committee reviewed a comparison of the rates with the three options.   
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Chairman Altemus said they will need to find a way to lower the rate increases.  
Altemus said blending non-Medicare retirees in with the actives is an interesting 
option to help reduce premiums, but he does not want to do a lot of harm to the 
actives in the process.   
 
Chairman Altemus said public schools have really struggled the last few years 
without pay increases.  Altemus said his district will receive a small pay increase 
this year but the premium increases presented in the meeting will consume those 
increases for those employees enrolled in the family plans.    
 
Altemus requested Cheiron bring back information on projected reserve amounts 
that can be allocated, and some scenarios of reserves calculated into the rates.   
 
Lee informed the committee the rates assume no benefit design changes and so 
a small change in the co pays and deductibles will decrease the rates.  Lee 
referenced the January financials 
 
Lee said they will put together some plan designs so the committee can review 
three health plan options. 
 
 
DIRECTOR REPORT by Jason Lee 
Lee informed the committee they are moving forward with the dependent age 

change process.  The special enrollment period is March 1, through May 31, 

2010.  Members will need to complete a change form to enroll dependents for 

coverage.  The effective date of coverage will depend on when the change form 

is received.  Change Form submitted in March will be effective April 1. Change 

Form submitted in April will be effective May 1. Change Form submitted in May 

will be effective June 1.   

 
 
 
 
Meeting adjourned.   
 



 
AGENDA 

 
State and Public School Life  
And Health Insurance Board   

Benefit Sub-Committee   
EBD Board Room 

501 Building, 5th Floor 
9:00 p.m. 

March 5, 2010 

 
  
 

 

1. Call to Order  .............................................................. Jeff Altemus, Chairman 

 

2. Approval of Minutes  ................................................ Jeff Altemus, Chairman 

 

3. BSPW Report  .................................................................... George Platt, EBD  
  

4. 2011 PSE Preliminary Active Rates  ....................... John Colberg, Cheiron   

  
5. Director’s Report  ................................................................ Jason Lee, EBD      
 
 
 
 

Next Meeting 
April 9, 2010 
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Preliminary PSE Active Rates for 2010-2011 

John Colberg, FSA 
Karen Mallett, FSA 
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Topics 

1) Baseline Projections 
a) Prior Presentation Format 

b) Revised Presentation Format 

2) Full experience to Novasys vs. HDPPO 
3) Blending non-Medicare retirees 
4) Comparison Sheet 

Appendices 
A. 2009-2010 Final Rate Details 
B. Assumptions & Methods 
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Highlights 

0 Active employee rating tiers and relativities remain unchanged 

0 Rate Increase 2009 - 2010 2010-2011 
Health Advantage 1% 6% 
NovaSys ARHealth 2% 4% 
NovaSys HDPPO -5% 4% 
Rx 3% 12% 
Corp Health [1] 0% 0% 

0 Funding 2009 - 2010 2010 -2011 
Base (per employee) $131.00 $131.00 
Act 1842 $35M $35M 
Act 1421 $15M $15M 

Reserve $4M $OM[2] 

[1] Assumed no rate change for Corp Health. Final Corp Health rates will be available on or after 4/1 /10. 
[2] 30% of the $4M reserve is carried into 2010 - 2011. 
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Basis for Underwriting 

o Health Advantage and Novasys underwriting is based on claims incurred between January 2009 
and December 2009 (paid through December 2009) 

o Pharmacy underwriting is based on claims paid between January 2009 and December 2009 

o Underwriting is performed at the benefit administrator level 

o Maintained current $11.20 retiree subsidy 

o Maintained current vendor fees; updated EBD administrative costs. 

o Assumed no benefit changes 

o Assumed annual trends 
Medical 

Prescription Drug 

Behavioral HealthlEAP 

2009 - 2010 
7.0% 

9.0% 
0.0% 

2010 - 2011 
7.0% 

9.0% 
0.0% 
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Rate Development 
Health Advantage NovaSys Infonned Rx 

AR Health 
AR Health AR Health HD PPO !.2!!! Total 

Incurred Claims 1 $137,793,513 $21,520,287 $4,142,383 $25,662,671 $45,712,641 

630,593 79,960 39,740 119,700 750,293 

Incurred PMPM = $218.51 $269.14 $104.24 $214.39 $60.93 

10/2009 -> 09/2010 Benefit Changes x 1.008 1.008 1.008 1.008 1.000 
10/2010 -> 09/2011 Benefit Changes x 1.000 1.000 1.000 1.000 1.000 
Trend Factor x 1.126 1.126 1.126 1.126 1.163 
Demographic Change Factor x 0.990 Yi!! 2..lli 0.920 2..W. 

Trended Adjusted Incurred PMPM = $245.43 $302.40 $117.15 $223.96 $70.14 

Current Subscribers 38,776 3,829 2,515 45,120 
Members 1 Subscribers x 1.41 1.42 1.59 1.42 

Net Claims PEPM $346.57 $428.92 $185.81 $99.76 

Vendor Admin Fees' + $27.13 $13.90 $13.90 $1.45 
Plan Administration' + $9.26 $9.26 $9.26 $0.00 

Total Administrative Costs PEPM = $36.39 $23.16 $23.16 $1.45 

Gross Claims PEPM for Rating Period (Calculated) = $382.96 $452.08 $208.97 $355.70 $101.21 

Premium Rate PEPM (as of 03/201 0) 1 $360.11 $386.83 $274.38 $354.05 $90.34 

Required Increase (Calculated) 6.3'1 16.9% -23.8% 0.5% 12.0% 
Required Increase (Blended) 6.3% 4.0% 3.8% 0.5% 12.0% 

[1] Medical incurred claims for the period 1/09 through 12/09 with payments through 12/09. Rx paid claims for the period 1109 through 12/09. 
[2] Vendor admin fees are at 2010 level. Plan administration is updated to reflect 2011 admin costs. 
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State Contributions 

2011 Monthty Change In 
Eligibility 
Snapshot 

Prescription Corp Retirement Total Monthly Reserve Employee 2010 Total EE Premiums (Subscribers) 
Actives Medical Drug Health Subsidy Premium Base Act 1842 Act 1421 Allocation Cost EE Cost $ % Dec-09 
Emglo:iee Onl:i 
Health Advantage $300.41 $80.31 $6.04 $11.10 $397.98 ($131.00) ($57.59) ($24.68) ($1.97) $181.73 $151.69 $30.04 20% 30,233 
Novasys 315.16 80.31 6.04 11.20 411.81 (131.00) (57.59) (14.68) (1.97) 197.57 173.33 24.24 14% 3,009 
Novasys HD PPO 107.61 55.61 6.04 11.20 280.47 (131.00) (57.59) (14.68) (1.97) 65.11 48.19 17.03 35% 1,834 

Emgl0:iee & Sgouse 
Health Advantage $838.14 $114.10 $9.08 $11.10 $1,081.53 ($131.00) ($101.40) ($43.89) ($3.51) $801.73 $711.45 $80.18 11% 1,596 
Novasys 879.56 124.10 9.08 11.10 1,113.94 (131.00) (101.40) (43.89) (3.51) 843.14 779.05 64.09 8% 114 
Novasys HD PPO 579.14 155.18 9.08 11.20 754.70 (131.00) (101.40) (43.89) (3.51) 473.91 429.93 43.98 10% 155 

Emgl0:iee & Child(r~nl 
Health Advantage $540.73 $144.57 $7.86 $11.20 $704.36 ($131.00) ($78.45) ($33.63) ($1.69) $458.59 $406.05 $52.54 13% 5,116 
Novasys 567.44 144.57 7.86 11.10 731.08 (131.00) (78.45) (33.63) (1.69) 485.31 443.11 41.10 9% 515 
Novasys HD PPO 373.70 100.11 7.86 11.10 491.87 (131.00) (78.45) (33.63) (2.69) 147.10 117.98 29.12 13% 234 

Familv 
Health Advantage $841.12 $224.89 $13.08 $11.20 $1,090.29 ($131.00) ($106.04) ($45.45) ($3.63) $804.16 $723.40 $80.76 11% 1,831 
Novasys 881.68 224.89 13.08 11.20 1,131.84 (131.00) (106.04) (45.45) (3.63) 845.71 781.20 64.52 8% 191 
Novasys HD PPO 581.30 155.72 13.08 11.10 761.30 (131.00) (106.04) (45.45) (3.63) 475.17 430.84 44.33 10% 292 

Est. Monthly Cost $16,964,044 $4,517,119 $305,159 $505,344 $21,291,666 ($5,910,710) ($2,916,667) ($1,250,000) ($100,000) $12,114,280 45,120 
Est Annual Cost $203,568,531 $54,205,424 $3,661,911 $6,064,128 $267,499,994 ($70,928,640) ($35,000,000) ($15,000,000) ($1,200,000) $145,371,354 
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Blend ASE & PSE 

Non-Med. Retirees 
Medicare Retirees 

Combine NM Ret with 

ASE 

PSE 

Blend Novasys & HOPPO 

If yes, Nov,sys chg (ASE) 

If yes, Nov,sys chg (PSE) 

Option 1 - Baseline 

If no, factor approach: 
1 = By Tier; 2 = By Member 

If 2, blend children 

If no, use separate factors for: 
Combine ASE and PSE 

Benefit Factor Differences 
Geographic Differences 

Demographic Differences 

Note: The figures presented are preliminary and subject to change. 
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Actives -12/31 
Retiree NME -12/31 
Retiree ME -12/31 

Actives· 9/30 

Retiree NME -12/31 

ME -12/31 

Option 1 - Baseline 

Note: The figures presented are preliminary and subject to change. 
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Option 1 - Baseline 

Note: The figures presented are preliminary and subject to change. 
8 <:+tEIRON 



9 

Blond ASE & PSE 

Non-Mad. Retirees 

Medicare Retirees 

• C:on,bl"o NM Ret with 

ASE 

PSE 

• Ello"d Novasys & HOPPO 

It yes, Novasys chg (ASE) 

If yos, Nova5Ys chg (PSE) 

Option 2 - Full Credibility to Novasys/HDPPO 

no, factor approach: 

1 = By Tlar; 2 = By Member 

If 2, bland children 

no, use separate factors for: 

Comblno ASE and PSE 

Baneflt Factor Differences 

Geographic Differences 

Demographic Differences 

Note: The figures presented are preliminary and subject to change. 
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Option 2 - Full Credibility to Novasys/HDPPO 

Note: The figures presented are preliminary and subject to change. 
10 <:+tEIRON 



Option 2 - Full Credibility to Novasys/HDPPO 

Note: The figures presented are preliminary and subject to change. 
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Option 3 - Baseline with Non-Medicare Retirees Blended 

Blend ASE & PSE 

Non-Mad. Retirees 
Medicare Retirees 

Combine NM Ret with 

ASE 

PSE 

Blend Novasys & HOPPO 

If yes, Novasys chg (ASE) 

If yes, Novasys chg (PSE) 

1 = By Tlerj 2 = By. Member 

If 2, blend children 

Plans Separately 
no, use separate factors for: 
Combine ASE and PSE 

Benefit Factor Differences 
Geographic Differences 
Demographic Differences 

Note: The figures presented are preliminary and subject to change. 
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Option 3 - Baseline with Non-Medicare Retirees Blended 

Note: The figures presented are preliminary and subject to change. 
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Option 3 - Baseline with Non-Medicare Retirees Blended 

Note: The figures presented are preliminary and subject to change. 
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Option 3 - Baseline with Non-Medicare Retirees Blended 

Note: The figures presented are preliminary and subject to change. 
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Comparison of Rates 
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Appendix A-
2009-2010 Final Rate Details 
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Appendix B 
Assumptions & Methods 

Total Rate Projection Methodology: 

The H-Sean model methodology Includes several options when projectIng rates. First, choose a period for the per member permonth (PM PM) experience period. These claims are trended to the 
projection period, which Is the year starting 1011/2010 for PSE Actives or the year starting 1/1/2011 for PSE Retirees, using the trend factors below (or those input by the user of Hosean). Next, decide 
whIch groups to combine for rating. This Includes the options of whether or not to blend ASE and PSE, Actives and Non·Medicare EligIble (NME) Retirees, and NovaSys and NovaSys HD. Once the 
rating groups are set, decide on the appropriate tiering factors, primarily deciding whether or not to use the current tiering factors. The resulting rates will reflect the decisions displayed In the Rating 
Options. For expenses, we relied on actual negotiated vendor fees plus estimated EBO expenses. 

Total Rate Projection Assumptions: 
Population Projection: Same as Enrollment on 12/3112009 

Investment return"': 

Annual Trend"': 

* Unless otheoose shown in the screen capture. 

ARHealth Retirees Behavioral Health 

lJse ealler Medicare 

or Non·Medicare Factors 

Historical Benefit Adjustment Factors applied to the PMPM cost for 2011 benefits. These factors were developed by the prior actuary. 
ASE non·Medicare 2008: 0.9780 0.9780 0.9193 Us~ e~her Medicare 1.000 1.000 
PSE non·Medicare 2008: 0.9776 0.9776 0.9168 or Non.Medlcare Factors 1.000 1.000 

ASE/PSE non·Medlcare 2009: 1.0105 1.0105 1.0105 1.000 1.000 

ASE I PSE Medicare 2008: 1.0650 NfA NfA Use either Medicare 1.000 1.000 

ASE I PSE Medicare 2009: 1.0650 NfA NfA or Non·Medicare Factors 1.000 1.000 

Benefit Ratio: Health Ad~DIl!g!i!: HA Qr NQvi!§~s HOPPO Medicare 

QrNovaS~s Pharmacy HOPPa Pharmacy Medicare * Pbllrmi!!t:y * 
PSE 0.8310 0.6900 0.6870 0.5200 

., reflects Medicare Paris A, B, D. 

Expenses: Actives Actives Retirees Retirees 
Per Subscriber Per Month Health Advantage NovaSys Non.Medica!] Medicare 

PSE Actual 2009 $26.09 $13.92 $20.14 $14.96 

PSE Actual 2010 $27.13 $13.90 $20.74 $15.41 
PSE Trended 2011 $27.13 $13.90 $20.74 $15.41 

., Assumed to include UAM expenses (both Rx and Medical), EAP, weight management, smoking cessation, and Iniegrail cost. 

Rx Rebates: The assumed Rx Rebates for PSE are 0%. The actual Rx Rebetes based on the 2009 plan year are 2%. 

Part D Subsidy: 

Seasonality: We have not used seasonality factors, instead we are requiring that the base and projected period be for an annual period. 
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1.000 
1.000 
1.000 
1.000 

1.000 

Actives & Retirees 
EBO* 

$8.97 
$6.21 
$6.21 
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Appendix B 
Assumptions & Methods (continued) 

Used for Incurred Claims Development: 
Method: We calculated the Paid~to·Date claims by using Individual claims and eligibility databases. To delermlnata the relationship and family lIers, we link each claIm to the eligibility database. Also, we usa the Plan 
10 In the eligibility data to determine whether a member should be considered as part of the Active, Non-Medicare Retiree or Medicare Retiree Plan. FInally, we applied the below completion factors to the Paid-la-Date 
claims to calculate the Incurred claims. 
Pald·to·Date Claims: 
Health Advantage: 

NovaSys and Pharmacy: 

Completion Factors: 

PSE 
January.OS 

February-OS 
March-09 

April-OS 
May-OS 

June·09 
July-OS 

August-OS 
September-09 

October-09 
November-09 
December-09 

Service dates from January 1, 2008 to November 30, 2009 and process dates from January 1, 2008 to November 30, 2009, assuming November 2009 and December 
2009 have the same paid·to·date claim as October 2009. 
Service dates from January 1, 2008 to December 31,2009 and process dales from January 1, 2008 to December 31,2009. 

For Health Advantage, we used the data from lag reports .....nth service dates from January 1, 2008 to December 31, 2009 and process dales from January 1, 2008 to 
December 31, 2009 to develop the completion factors. 
For NovaSys and Pharmacy, we used the Individual claims database with service dates from January 1, 2008 to December 31, 2009 and process dates from January 1, 
2008 to December 31,2009 to develop the completion factors. 

ARHealth !!biUmlQJl 
6RHealth Non. Pharmac~ nOD' M!lIIWL M!s!.l..e.!.!!. 

Health Advantage ~ HD PPO eJl!rm!al< Medicare Retirees Medicare Retirees B!!!.r!.!! Retirees 
0.989 0.999 0.998 1.000 0.989 1.000 0.983 Not Applicable 
0.987 0.998 0.998 1.000 0.987 1.000 0.982 Not Applicable 
0.987 0.998 0.994 1.000 0.987 1.000 0.981 Not Applicable 
0.986 0.986 0.993 1.000 0.986 1.000 0.977 Not Applicable 
0.979 0.981 0.991 1.000 0.979 1.000 0.873 Not Applicable 
0.978 0.974 0.981 1.000 0.978 1.000 0.967 Not Applicable 
0.868 0.987 0.966 1.000 0.968 1.000 0.961 Not Applicable 
0.966 0.966 0.944 1.000 0.966 1.000 0.961 Not Applicable 
0.932 0.938 0.930 1.000 0.932 1.000 0.924 Not Applicable 
0.886 0.898 0.878 1.000 0.866 1.000 0.876 Not Applicable 
0.717 0.749 0.726 1.000 0.717 1.000 0.700 Not Applicable 
0.239 0.226 0.160 1.000 0.239 1.000 0.060 Not Applicable 

Note that Ufe and BehavIoral health are insured. Therefore, no completion factors are needed. Actual premium was used and trended. 

Allocation of Rate Methodoloay: 
Once the total rates are developed. we spilt the contributions to cover the rates first by removing the costs that have already been legislated to be covered from reserves. We then allow the user to 
select the methodology for allocating the remainder of the rates. The total actual cost may be somewhat Impacted by the desired allocation as participant selection of Plan option and coverage could 
be Impacted. 

Rate Allocation Assumptions; 

Previously adopted reserves allocations: 
PSE 2010: 
PSE 2011: 
PSE 2012: 

PSE* 
Legislature: 

Act 1842 
Act 1421 

Interest Income: 
Active Employee Subsidy: 
* Unless otherwise shown in the screen capture. 
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Aotlves (10/1 - 9/30> Retirees f1/1.12(31) 

$2.00 
$1.20 
$0.80 

$2.20 
$1.32 
$0.88 
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