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State and Public School
Life and Health Insurance Board
Minutes
April 28, 2004 – 1:00 p.m.
Governor’s Conference Room, Capitol Building
Little Rock, AR


The 55th meeting of the State and Public School Health and Life Insurance Board (hereafter called the Board)  on Wednesday, April 28, 2004 at 1:00 p.m. in the Governor’s Conference Room, Capitol Building, Little Rock, AR.

Members Present					Members Absent

John Hartnedy
Preston Means				
Bobbie Davis
Renee Mallory
Charlie Campbell
John Mattox
Nancy Sheehan
Shelby McCook
Darrell Montgomery
Joseph Thompson, M.D.
Vance Strange
Robert Watson

Sharon Dickerson, Executive Director, EBD.

Others Present:  

Doris Williams, Ashli Davis, George Platt, Amy Tustison, Susan  Bumpas, and Bob Sterling, Employee Benefits Division; Wendy See  of AdvancePCS; Ron DeBerry and Daun Bryant, AR Blue Cross and Blue  Shield; Diann Gwatney, AHTD; Sheila Weddington, ABA; Nicola Patterson and Eddie Freyer, USAble Life; Larry Carnes, FBMC; Dr. Rose Gantner and Richard Citrin, CorpHealth; Kay Durnett, ASEA; Roy Lamm, Francis Browning, and Rob Thorpe, Qual Choice/QCA; B. J. Himes, HSB; Jill Johnson and  Coy Williamson, UAMS College of Pharmacy; Patty O’Malley, Public Service Commission; Becky Walker, APERS;  Joe Carter, John Glassford, Kim Suggs, and Steve Shelton, NovaSys; Bryan Meldrun, Triad Hospitals; Ted Borgstadt, TrestleTree; Jason Lee, Ben Robbins, Carrie Stout, Kay Robbins, and David Wise, DataPath; Richard Brittain, DHS; Michael Wolff and Tamara Campbell, United Healthcare; Dan Parker, HealthScope Benefits; John Bauerlein, Milliman; David Bridges, Health Advantage; Karen Henson and Kathy Lavender, AGFC; and Barry Kincl, North Little Rock School District.. 

1.	Call to Order

The meeting was called to order by John Hartnedy.

2.	Approval of Minutes

John Mattox moved that the minutes of the previous board meeting be approved.  The motion was seconded by Preston Means.  Motion carried.

Chairman Hartnedy explained that the Governor would be speaking to the Board today about a Wellness AR Program.

3.	Financials 

The Financial Report was given by Amy Tustison. Printouts of the Financials were passed out to the Board.  There was a question from a board member regarding late time payment for some schools.  Amy advised no one is late at this time.  It was also asked if losses were anticipated in both programs.  She advised that we take a loss on the state side; on the school side she is not sure if a loss was projected.  Dickerson advised that it was anticipated that there would be a loss on the state side, because we built in an additional $6 million to go toward the insurance premiums.

4.	Governor’s Resolution

Shelby McCook advised of the resolution request made in the last meeting.  There were some administrative needs that could not be met in the budget.  The Board drafted a resolution supporting this effort and in recognizing that need.  The Trust Fund from the School Employees is being used to supplement it this year.  The resolution asks the Governor to include these monies in the general refund budget next session.  Nancy Sheehan made a motion to approve the resolution, and it was seconded by John Mattox.  Motion carried. 

5.	RFP Evaluation

Dickerson advised that the evaluations have been made.  Handouts were provided on the Evaluation Committee’s recommendations and the scoring results.  Dickerson stated that George Platt looked at the technical portion and Susan Bumpas reviewed the medical portion, as she is an RN.  Both clarified issues on that topic for the other members of the committee.  On April 19th they met as a group and evaluated the responses collectively.  All committee members went on a site visit to the finalist on April 20th.  The committee’s recommendation is that NovaSys and BCBSA be awarded the contract for the PPO plan, that NovaSys, Health Advantage, and QualChoice be given the contract for HMO/POS plans, that NovaSys be awarded the contract for the HD PPO plan.  The recommendation is that DataPath be awarded the contract for the Health Savings Account.

Bauerlein was asked about costs on reimbursement by the networks by a board member.  Bauerlein advised he went onsite and physically looked at hospital contracts, took all the contracts and terms and ran them through Milliman’s evaluation models.  Then on the physician’s side received actual fee schedules for many physicians.  This information was valued to determine what are you paying relative to what medicare is paying.  

A motion was made by Strange to pass all recommendations presented to the board by the Evaluation Committee.  The motion was seconded by McCook.  Motion carried.

6.	Items for Discussion by Milliman

A presentation was passed out by John Bauerlein, which he reviewed with the Board.  Several items covered were:

	PSE 2005 Rates and Employee Contributions
	PSE Preventive Care Benefits

High Deductible Plan Option (HSA-Qualified)
Rx Benefit within High Deductible Plan

Bauerlein advised the board must review and approve premium rates and what the employees will pay.  He stated there were questions regarding well care and on the high deductible plan on how do would we handle pharmacy, and also how we would handle employee contributions to the HSA.  It was advised that contributions could be made directly at anytime to the HSA, along with the contribution the employee sets up to be payroll deducted.

Bauerlein went over the underwriting package, which began after page 6 of his handout.  A question was asked as to whether or not would pick up the same prices as those shown for other vendors on the presentation.  Advised they would.  Bauerlein then went over in detail prices with all vendors on all plans.  A board member asked the question about long term and risk adjustment prices, such as QualChoice having a 17% rate increase, and the other vendors only 7%.  It was asked by this board member that if it was just because they have older people or have more smokers, etc., should we consider risk adjustment factors.  Bauerlein did state that QualChoice and HealthAdvantage are evaluated separately and rates are made according to claims on each individual group.  Dickerson mentioned that it was more economical for the school retirees  

Rate discussion continued regarding the increase and differences of 7% for Health Advantage and 17% for QualChoice.  Dickerson said she and Bauerlein had asked for this information from QualChoice and information has not been given.

Discussion ensued regarding retiree rates.  Dickerson mentioned that it was more economical for the school retirees to go on Cobra for 18 months, and then go on the retirement plan.  New rates will be effective October 1, 2004.

John summarized his presentation on optional plans where extended preventive care was included.  A question was asked why we did not include preventive care presently in our plan.  It was brought up that $2.50 a month is not that much of an increase and it was one board member’s opinion that this should be included in our current plan.  Dickerson advised that historically they are indemnity plans and have not covered preventive services in the past.  Dickerson feels this is a very small amount to be contributed by the employee to receive these extended preventive care benefits.  The only difference in Exhibit 4A and 4B is the inclusion of extended preventive care.  Bauerlein stated that 4C is the same as 4B but waiving the deductibles.  He stated it adds close to another $1 for a total of a $3.50 increase per month to cover preventive care and waive co-pays.  Bauerlein stated he would recommend Exhibit 4B.  A comment was made by one of the board members that it was his feeling that if you have no first dollar charges, then the employees would have preventive care routine exams, but if it is the board’s goal to manage the costs, then you would keep the co-pays in.   

7.	Governor’s Speech 

Hartnedy:  Welcome.  It’s good to have you.  What I would like to do and I mentioned this in the beginning, Governor, what we are looking at and are actually discussing is an adult version of the health savings account, and we would just like to hear your perspective on that.  We are putting a lot more emphasis on prevention and wellness and we are open to discussion about that and we are talking about Healthy Arkansas.  I expect, Governor, you probably have some comments on that, so we invite you to stand wherever is comfortable and give us an earful on both these subjects.

Governor:  John, thank you.  I’m sorry for interrupting.  I was told just to barge in at anytime and I got in.  Thank you for letting me do that.

First of all, I appreciate all of you that serve on the Board and all of you that are here to talk about the insurance plan for state employees.  It’s a huge issue for us.  I don’t have to tell anybody that every year one of the major costs we have to confront is the cost of increasing health benefits for state employees, for the teachers and everybody who gets a paycheck from the state.  And what we have been talking about for years, and I know John Hartnedy and I talked about this literally 8 years ago when I was first sworn in as Governor, I have always had a dream that one day we could get to a point that we could really see some innovation with medical savings accounts.  The idea that people could take not only charge of their own health care costs but have benefit from managing them better, because in the current system the whole paradigm is built around the rewards given to the employee for accessing the system that you only get to access when your health has a crisis.  If you are really healthy, you make healthy choices, and you live a healthy lifestyle, you really don’t have any incentives.  You just simply help pay the additional costs for everybody out there who may not make the same healthy choices you make, and if you really want to benefit from your insurance dollars you have to get sick.  If you don’t get sick, you don’t get anything out of the insurance plan, and, in fact, you sometimes feel like what’s the point in being well.  So it discourages health, I’m not saying it encourages sickness, because I don’t think anybody says, “You know, I think I’m going to really work hard to get sick.”  But the system is not geared toward encouraging healthy behavior.  So a couple of things are in play.  One is John continually working toward the model of how we can approach the idea of MSAs or as you say a grown up version of it which I think perhaps is a better word and they call it something completely different.  But the other way which I would just like to encourage you to think is to really think in bold new terms, and we are getting ready to launch a whole initiative within the coming weeks, and you will hear a lot about it.  We are combining forces with the Department of Health, and the Department of Human Services, the Governor’s Office, the Arkansas Center for Health and Research, and Joe Thompson’s group, UAMS, Children’s Hospital, pulling together all the players that we can and ultimately this is going to begin to expand.  Our goal is to start with state employees, move to the Medicaid population, and eventually to expand it to the citizens in Arkansas as a whole.  Here is the vision.  That if we know that it is increasingly costing us more money to insure unhealthy behavior, then why not create incentives for healthy behavior, because we have one of two options that we are going to face as payers, and all of us are tax payers, whether you are on the Board or not, and Sharon, I know you know whether you can administrate the program, all of us here pay the taxes that pay for this.  We either reduce the risks themselves and the costs associated with those risks, or we increase the amount of money that we pay to cover those risks.  I guess you could say there is some subsidizing there where we can start cutting out benefits, which is one of the things we see happen in a lot of insurance plans; we raise the deductibles, we cut out certain coverages.  That really doesn’t help our people.  What we need to be asking is what we can do that makes for healthier, happier state employees.  What can we do to give them the outlook for a healthier life, a less expensive life, and a longer life of greater quality?  So if we can encourage the healthy behavior activity, we first of all can reduce costs in the state.  The second thing we can do is increase the productivity and the quality of life for the employee, and in the third place, I think we can prove that we’ll actually be able to offer greater levels of benefits and rewards than we have ever been able to offer before.  It’s the classic one of two ways to approach it.  We can either, as Fay Boozman loves to say and it’s a great quote, and I am even going to do this which is strange for a politician, I am actually attributing the quote, not just plagiarizing it, we can either treat snake bites or we can kill snakes, and for a long time, but the whole paradigm in the insurance world as it relates to health insurance is to treat snake bites.  So we relate the people that are snake bit, and then we say what are we going to do to treat them, how much coverage are we going to give them, and it really does make a lot more sense if we could begin to find ways to prevent snake bits from ever happening, so we can cause people to lower blood pressure, blood sugar, cholesterol levels, to take actions that make measurable differences in the likelihood of their contracting certain chronic diseases, which are the number one risks we face today, no longer the infectious diseases of a hundred years ago.  It’s the chronic diseases, all preventable, or at least most preventable, then we are doing not only financial service to the state as taxpayers, but we are doing tremendous benefit to the employees themselves and their long term quality of life.  For example, Joe Thompson would be the first to tell you that research has shown that a person who smokes regularly and habitually is a person who will cost his or her employer about a month a year in productivity because of the time away in smoking breaks, and then the additional costs that are associated with smoking related diseases.  And one of the things that we have done wisely in Arkansas is to invest our chart dollars toward smoking prevention and cessation and trying to encourage healthy behaviors.  Think about that for a moment.  We recognize that that person is costing us a month a year in productivity.  What about the person who doesn’t smoke?   We’re not doing anything for that person who is giving us an extra month of productivity.  What if for those who did not engage in a risky behavior if they were able to actually get additional leave time as a result; a reward because it’s a benefit to us.  What if people who took action or already had taken action, maybe those not just that are going to start a new program, but who had been healthy and who had avoided risky behaviors, what if they got a discount every month on their health insurance?  Because here’s what would happen.  It would begin to put some responsibility in the hand of the policyholder, of the employee, which we think is a healthy thing.  It’s one of the reasons that the MSA is a good idea.  It shares the responsibility and the burden not only with the employer, but with the employee, but not just a shared responsibility here.  We say look if you don’t change your behavior, we are going to penalize you.  I think it’s a terrible approach to penalize people for bad behavior.  It’s a better policy to reward people for positive behavior.  In other words, it’s the carrot vs. the stick.  And that’s what we want to try to focus on.  But the second aspect is that in addition to sharing responsibility, we are really working at reducing the basic risk to each employee, because if we can incentidize healthy behavior, the benefit goes both ways to the employer and the employee.  What I have asked John and others to really begin looking at is dream big, think outside the box, outside the circle, I don’t care what image you see, but think in ways no state has ever done because that’s really what our goal is in Healthy Arkansas is to do something that nobody has ever done before and that’s create a different paradigm, and a different paradigm from the traditional one which says, here’s how much money we are going to invest in health care.  This is the dollars that we’ve allocated and if it starts getting with people’s diseases exceed that, we just cut benefits, which means we are cutting benefits to the healthy people, as well as the unhealthy people.  Then we raise the costs.  And, quite frankly, there are a lot of our state employees that can’t afford another big bump in their insurance premiums every month.  Now let me go on record here, because a lot of people don’t understand this.  I pay the same premiums you guys pay, you state employees.  I get no discount, no breaks, so when a state employee comes up to me at some festival in a far corner of the state and bends my ear off about the cost of health insurance, you know the first thing I do is say, hold it, tiger, hang on a minute.  I’m paying the same premiums you’re paying, I’m generally getting about the same pathetic service you’re probably thinking you’re getting, I go through the same prior approval process you have to go through, and I get just as frustrated as you get with all the red tape and hassle and paperwork that one must go through just to get approval, and payment, and all that stuff and get it settled, so you’re not telling me something I’m not aware of.  I’d love to see it change for my benefit, as much as for anybody else’s.  But the truth is we’re not going to change it if we only think the answer is pouring more dollars into the same benefit plan, covering the same things, and not creating any real benefits and rewards for the change and behavior that actually could start lowering the costs.  So if you would, you know the old thing of the three R’s, there are two R’s here that I would really urge you and challenge you to focus on.  The first one is sharing responsibilities, and the other one is reducing the risks, so if the responsibility and risk issues could really be embraced by the Board, and then frankly by anybody who has input, I think it could be one of the most revolutionary ways that we could do a better job for our state employees and give them something of real substance to be proud of that we offer to them.  The last thing I want to do is see us reduce benefits because most families can’t absorb additional health care costs.  When we say we are going to up the deductible, all we’re doing is taking money right from their families.  We are taking money that their kids can’t use for college; we are taking money they can’t spend on their rent and their groceries.  That’s money right out of their hands.  And most state employees can’t afford it.  Not all of them make exactly what your salaries are.  Most of them don’t.  The second thing is that when we don’t create some incentives for them to actually reduce the risks, then we are obligating the state long term to pay for catastrophic and totally avoidable chronic diseases which is something I think we have to begin to work on.  I know I’m probably one of those people that’s going to become an obnoxious jerk because of the last year.  Most of you know I’ve made some radical changes in my own personal live style and try to make some changes in my health. But let me tell you one of the reasons I did it.  When Joe Thompson and others would sit down with me, he and Fay Bozman would confront me with the amount of money we were spending as a state of $130,000,000 a year just in obesity related diseases, and I’m thinking, yeah, that’s terrible.  We need to do something about it, and every morning I would look in the mirror, and I was doing something about it.  I was helping to move that statistic right up to a new high by the way I was living.  Those were choices that I had made.  I couldn’t blame anybody else.  I made those choices.  And when I became diagnosed with type 2 diabetes and I realized, you know, this is really stupid.  I’m going to end up going blind, having an early heart attack, perhaps much to the delight of some, dying much earlier than I would have.  This is crazy, you know, because I put myself in this position, and I’m the only person on earth that can change this and thanks to the wonderful program at UAMS, which I am eternally grateful for, probably saved my life, I made some different choices, and the result is that I no longer take the medication, I have no symptoms of diabetes anymore, and I control it with just what I eat and how I eat and what I do in terms of exercise.  That’s not a braggadocios statement because I never should have got myself in the place in the first place, but here’s what I want you to understand from my perspective.  I save more money today on the drugs I don’t have to pay which is really savings out of all your pockets too because I am not obligating the rest of the state employees insurance plan to help me pay for those.  I’m going to live longer, I’m going to live healthier, I’m not going to cost as much for the rest of you, and as a result I’m not going to be contributing to the increase of premiums that everybody has to pay whether they live like me or not, and I knew that there’s an old classic thing of leadership.  Never ask others to do what you’re unwilling to do.  I knew it would be very difficult for me to go and say, “Folks, we’ve got to live a healthier behavior in Arkansas,” if I’m living the exact opposite of healthy behavior, so one of the things that I’m very committed to is not just telling people what you’ve got to do, and beating them over the head and making people feel guilty.  That’s absolutely counter productive.  What I am interested in doing is finding positive ways in which we can encourage and create incentives so that there is a reason for state employees to say, “I’m going to take some actions that will lower my blood pressure, lower my blood sugar, lower my cholesterol, increase my energy output, decrease the likelihood that I’m going to end up with a chronic disease, and as a result I have every reason to expect that the state will reward me with that positive behavior.  So that’s the idea that I sat down with John and some others about and I wanted to challenge you to help us figure out some of the creative ways to implement it.  The first way that you’ll see out of Healthy Arkansas in about the next two weeks will give you sort of a first picture.  But this is a work in progress, and we don’t in any way have all the pieces put together.  All we know is that there are some things that we can do.  I’ll do as much as I can by Executive Order.  What we need to do by legislation we will do.  But that’s always a crap shoot.  Who knows whether the legislature will go along with a very visionary plan?  I don’t know.  But this Board has some power.  You’ve got some real juice to do some things, and I’m going to urge you to help Arkansas be sort of a centerpiece of America when it comes to how innovative we can be when it comes to giving our employees the best care we can give them at a cost that all of us can live with, and to make it so that we are not only just looking at our pockets as taxpayers and employers, but we are looking quite frankly at the benefits they get, and the benefits are not just how much money are we going to pay out when they get sick.  The benefits are how better are they going to live by staying well, and that’s what I hope we can focus on.  One example.  The Our Kids First Program that we launched seven years ago, seven and a half years ago, almost eight, is one of the most widely successful programs I think for this reason.  It’s focused on preventing illnesses in children rather than waiting until a kid got so sick that he ended up an emergency room case at Children’s Hospital and we were obligated to cover the extraordinary cost of a month in intensive care, and some would point to a lot of things that this state has done right.  I think that program has proven itself by putting kids rather than in the emergency room at two o’clock in the morning, it puts them in the doctor’s office at two o’clock in the afternoon getting a checkup, as opposed to getting an intense workup, blood gas and all the other exotic treatments that have to be done in the middle of the night.  We need to begin doing this in a larger way.  One thing I’m also, just in closing, and I will open for a couple of questions, my time is limited here, and I’m glad you are to hear that, what I encourage us to do is not to come up with ways again to tell people what they are going to do, but to create on a more positive level what we are to do for you if you partner with us and share the responsibility for taking charge of your health.  In other words, rather than saying if you are a smoker we are going to punish you and make you pay more for your policy.  I’m not into that.  But I would be into saying if you are going to give us an extra month of productivity; you’re going to get a reward for that.  I don’t believe in telling the people that we are going to restrict your access to go into a fast food restaurant.  That’s not our business.  Government shouldn’t tell people what they can and can’t do, but there are ways we can create incentives, the marketplace is going to move this because the truth is if you drive to any area where there are a dozen restaurants, fast food places, you see something you didn’t see five years ago.  Every one of them are putting on their marques everything from Adkins friendly, low carb, low fat.  Why are they doing that?  Because consumer demand has forced them to make menu changes to respond to consumers.  State employees represent huge consumers both in the insurance market, as well as in the general market.  We need to use our collective power as consumers of the product to be able to say, “This is what we are going to expect.”  And it may be we need to go to the insurance carriers who are bidding for the insurance program, and we say, “Lay your best stuff on the table,” because we are looking for vendors who are going to give us reasons to encourage healthy behavior on the part of our employees.  We expect you to give us some benefit if we are going to, in turn, reduce your risk as an insurance company, and if you not going to recognize our efforts, then we won’t recognize your bid quite as fairly and as evenly, so I think that there is an opportunity for us to leverage the power that we have with the employees.  John, I would be happy to take a couple of questions.

Hartnedy:  Governor, in what we were debating when you came in was how to charge, if you will, for preventive care.  Right now our plans, virtually all of them, apply the normal deductible and co-pays for preventive care.  Now we have one, if you will, stripped down plan that has almost no preventive care in it, and then the other question is do we want to wholly waive the deductibles and co-pays on preventive care so it’s more accessible.  It would raise the cost about $2 to $5 a month is all.  It does pick up the cost.  Maybe I should just stop there, and not give an opinion and just ask what do we want to accomplish, and where do you see we should be going with this debate.

Governor:  My personal feeling, and that is all that is, I’m not trying to say that this ought to be the policy, but my personal feeling is that if we spend an extra $2 to $5 and if we pay for the screenings, whether it’s mammography, or prostate cancer screenings, or blood pressure screenings, or diabetes screenings that in the long term we would save far more than the $2 to $5 a month.  That there is a great incentive if we can catch things early.  The problem we have with many people is that if there is a cost of going and having the screening done, whether it’s a mammography, or whether it’s the prostate cancer screening, or the colon cancer screening, that a lot of people just say, “You know, I don’t have an extra $100 deductible to pay for them, cause, you know, my son has to have a little league uniform this summer, or you know, my daughter is going to go to the prom.”  What’s more important, your prostate or your daughter’s prom?  I’ll tell you what most people have decided if they have to make that choice.  They assume that someone else is going to get colon cancer, somebody else is going to get breast cancer, somebody else is going to have a blood pressure problem, and that they are going to be at least 10 to 20 years away from it.  The truth is, we encouraging screenings, I think is a sound public policy that we ought to embrace, and the more that we can encourage it by saying, “Look, if you will go get the screening for these basic fundamentals, we’ll take the burden of that cost off of you, but we expect of you healthier behavior.”  I think that’s the trade off that we then create best practices, role models, that’s what Healthy Arkansas is really going to focus on is trying to increase the amount of provided for screenings that the state would cover in exchange for creating incentives.  Let me give you just a type of example.  If we are giving smokers two fifteen minute breaks a day, many will take more than that, but that’s thirty minutes a day that we just automatically sort of give, why wouldn’t we give people who are willing to walk during their lunch break, why wouldn’t we give them an extra half hour, and say if you promise you are going to use that as walking and exercise time, which is the better incentive?  I mean did it really cost us to give a person the thirty minutes to go walking and to encourage the physical activity? No.  It probably is going to pay dividends back.  But that’s the kind of thinking I think about.  But currently we don’t do that.  We say if you walk, well that’s tough.  Half your lunch hour, that’s just the way it works.  But we need to start changing the focus from a negative to a more positive kind of approach, and that’s how we would do it, and that’s why my very strong feeling is, and I reserve the right to be wrong, we ought to be providing the screenings and encouraging our state employees to get screened.  The cost, sure, that’s a big issue.  But let’s never forget, that person that gets breast cancer in your office, that’s your friend and co-worker, and if that person waits until it’s a size four tumor and could have been diagnosed and treated with a very simple procedure that would have been less costly financially but imagine the less cost of personal grief, then I think we have all come out with a huge benefit there.  The same thing would be true of most of the kind of chronic diseases or diseases where early diagnosis and treatment would mean the difference if not between life and death, absolutely would mean the difference between quality of life and lack thereof.  

Hartnedy:  Thank you, Governor.  The only point I have about anything you said is, in my opinion, it’s kind of obvious that the Governor’s Office is way too influenced by Joe Thompson.  

Governor:  Ha, ha.  He’s a bad influence.  Again, I appreciate what you guys are doing.  Does anybody else have any comments or questions?  I know you have a heck of a job to work out.  We’ll go to bat for you.  I know the Board has a lot to consider, a lot on the table, but there is no perfect answer.  We’ll never make everybody happy, but I hope we will be thinking about that big picture, long term, and not just how much more money are we going to have to cough up for an insurance policy next year.  I’m afraid that’s what we historically have done.  We said, “Here’s what it costs this year, here’s what benefits we have.  Next year this is the total amount of money the state can invest in health insurance.  What are we going to cut, what are we going to add?”  And that’s all we have ever done.  What I’m urging you to do is let’s think of ways that no one has ever thought before, and if we can start this with the state employees group, then we really believe we can do this to the Medicaid population, which is a run away train.  We are increasing double digits every year on Medicaid population.  There’s not a state in America that can afford and sustain the growing cost of Medicaid.  We’ve got to find ways to arrest it.  The federal government isn’t going to let us cut the benefits out, so the only option is to stop the need for so many benefits and create healthier behavior, and then if we can make that a culture, just like our culture has been historically fried foods and all you can eat buffets, if we can change the very culture of the way we do because we find it is advantageous to, it can make a difference.  I appreciate it very much.  Thank you for your time.  Sorry to barge in.

Back to Items for Discussion by Milliman

After the Governor’s speech, the Board then went back to the questions raised by John Bauerlein at Milleman.

A motion was made by Shelby McCook to adopt 4C.  The motion was seconded by Renee Mallory.  Dickerson suggested putting in a Wellness Program before doing anything in rate increases.  It would give us a chance to look at things prior to making any rate adjustments.  Motion carried.  

One of the Board Members stated he felt the participants should be told that a Wellness Program will be put in place prior to adjusting any premiums.  Dickerson advised the statistics would have to be gathered and compiled before anything could be done about discounts or premiums on smoking cessation or obesity.  

A question arose from one of the board members regarding vendors help on an educational effort.  Dickerson advised that EBD will have to get the information out to the participants first.  

A question was brought up regarding moving to preventive health care and utilization of those services.  It was stated that it would appear there would be an initial cost increase because of employees taking care of having no co-pays.  Dr. Joe Thompson did state there might be some increased costs on the front end.  It was asked if there was a CPT code to keep up with statistics, and Dickerson advised there are codes to help us track what diseases are there in the claims.  Dickerson said the carriers could be asked to provide this information, and EBD can run queries in the AR Benefits system.  

Hartnedy advised there are two other issues to discuss. 

1.	Are we going to require contributions to the HSA for those who participate in the high deductible available through Novasys.

2.	Provide additional school contribution to participate?

John Bauerlein asked the Board to turn to Page 3 of his presentation.  

Regarding #1, Bauerlein advised that we could require a contribution of an additional $21 a month single coverage and could require participation in the high deductible HSA.  This additional $21 creates employee premiums equal to the lowest price HMO.  The $21 would automatically be sent to the HSA every month.  The most you can contribute is $1,500 a year and get a tax deduction.  It could be $1,500 in one month and nothing the rest of the year.  It is very flexible.  The family deductible would be 2 times the single coverage or $3,000 per family. One member suggests requiring mandatory participation in HSA and charge an additional $20, but feels it should not be built into the premiums, but bill it and send it on to the HSA administrator.  If you fail to contribute $20 a month, then you agree you will be dropping coverage of the high deductible PPO.  Dickerson said she didn’t feel this was a good way of approaching it because if they discontinue their contributions in the HSA, to say that they would no longer be able to participate in the high deductible PPO, then that’s not a qualifying event to allow them to get into another insurance program, so they would be without insurance in that event.  Dickerson said she didn’t think it was the board’s goal to not allow the individual to not have insurance, and there are very few things that the IRS recognizes as a qualifying event, and that’s not one of them.  Dickerson said the way we can set it up is make it mandatory that they have to participate just like the cafeteria plan.  They can’t change in the middle of the year.  They have to identify what their contribution’s going to be on the front end and then contribute that money into the account, and those will be the EBD rules.  Dickerson said it is regulated by the 125 code, but the HSA is separate and not under the cafeteria plan.  It could be, if everybody had the same cafeteria plan, but they don’t.  The school districts have all kinds of cafeteria plans.  It would have to be set up as payroll deduction going in and we would have to communicate to the individual that this is your contribution, and you cannot discontinue your contribution to that plan.  Bauerlein remarked that a member could make a direct contribution to the HSA if the employee wanted to put more in over and above the $20 a month.    

Hartnedy asked Bauerlein to comment on the second point.  Regarding an additional school contribution to participate, Bauerlein said it could or couldn’t be tied to point #1, but there is something new.  That $1,500 deductible might concern them, so maybe as an additional incentive you might want to provide out there to get them to join the plan and contribute to an HSA.  Just the idea of if you sign up for this plan and participate in the HSA at some minimum level, and the schools put in another $100, with your first deduction in this account, another $100 will go in there to encourage you to participate and take advantage of a pretty good vehicle to pay for health care.  This is not a recommendation.  This is just an idea to encourage participation in the HSA so they will start putting some money and protecting them against that $1,500 deductible up front.  Dickerson wanted to share something with the board regarding a conversation she had with a school business official, and she said she felt this would revolutionize how people here would take their health insurance.  They are going to go to this type of plan.  We discussed it a little further, and she asked if this would be cheaper than the other plans, and Dickerson advised it is somewhat cheaper.  Terry said she would contribute the difference between whatever the cost is of this plan to the Health Savings Plan.  The $100 would be the employer contribution.  

Hartnedy went over the three issues that need to be decided on if somebody takes the high deductible plan:

1.	Require HSA contribution
2.	Will require no change once have signed into HSA for whatever contribution the employee decides upon initially.
3.	Do we want to encourage a one time $100 annual employer contribution for someone who has signed up for the high deductible only and the HSA?

The required contribution on #1 will be the difference between the HMO and Novasys PPO premium.  More can be put in, up to the deductible.  

Thompson made a motion to require an employee choosing the high deductible plan also be required to participate in the HSA with a contribution of $20 a month, and that this contribution amount by the employee could not be changed in the middle of the year.  Watson seconded motion.  Motion approved.  It was also stated that the employee could contribute amounts above the $20, and it could be sent directly to DataPath, and wouldn’t go through payroll deduction.  The $20 will be payroll deducted.  

The third thing to focus on is how to get people into the HSA.  Do we want the PSE to give the employee a $100 bonus the first time the employee makes their contribution?  It would cost $300,000 and would come out of the teacher trust fund.  Hartnedy made a motion to pay the bonus.  Shelby McCook made a motion to not pay the bonus.  This second motion by Shelby McCook was seconded by Thompson.  Motion carried.  

The board discussed looking at the PBM consultant and proprietary vs. non-proprietary software.  George Platt of EBD was questioned.   Mr. Platt was given the following scenario.  Utilize the software EBD has developed, have this program actually hire a claims processor, such as Argus, and generate the sort of information which would take the place of whichever PBM got the contract, and EBD informally run a program without a PBM.  That is the question. Could we do this?  Mr. Platt said theoretically it could be done, but Mr. Platt said he’s not saying we would want to go this route, but theoretically the tools will be there to do that.  With the pharmacy contract, we can actually re-price claims.  Platt stated that Sharon Dickerson had mentioned bringing in Cobra and that it takes staff to do that.  To effectively manage the program, Platt stated he wasn’t sure what amount would be needed to effectively manage the program.  To continue to support the program, it has been very labor intense, and in the future will have to automate some pieces that are not currently done in that manner.  He advised we will probably be looking at another $500,000 on top of the $2.5 that was given to us.  This is to extend the program to do the things that the Board is currently discussing doing.  A question was brought up as to what amount was spent on HIPPA.  Dickerson advised that the full $2.5 million will be spent and are presently $500,000 shy of spending the full amount.  One of the things we are doing now, Dickerson advised, is that AR Benefits has to communicate with the accounting system that we have at EBD.  Platt has developed efficiency in the system to account for this vast increase in workload.  George Platt is creating efficiency where the check log can be interfaced with the accounting system, instead of having to go from hand entered to hand entered, and that will alleviate the two temp positions EBD presently has.  The funds would come out of the trust, 50% out of the school and 50% out of the state.  

Joe Thompson advised there is a group represented by several different groups which have been asked by the Governor to look at how we can improve the health and productivity of Arkansans.  One way is reducing tobacco use and increasing a healthy weight and better nutrition.  The Governor would like this to include covering preventive services.  One of the board members mentioned that the Health Department and UAMS have different ways of handling smoking cessation, one a brand name and the other a generic.  In setting up our approach to this problem, the question was brought up as to which method EBD would recommend.  It is suggested that we try to come together with a common approach, and get some directions from the leaders in health care so that we can develop a method of recommendation for smoking cessation.  Joe Thompson feels that with Healthy Arkansas and the work done in that group that we will have a standard to go by or at least a draft of that as to which direction to go in.  There was much discussion regarding a health risk assessment form, how this information could be gathered, and utilization of this information once it was gathered.  

Dickerson advised that Hartnedy had requested the board meetings be changed to Wednesdays, and the next two will be May 26th and June 23rd.  Two board members suggested that Thursday or Friday might be best for them.  One member stated that the 2nd and 4th Tuesday might be good for them.  Monday was not a very good day for anyone.  Dickerson questioned if the members would like to change to morning.  The majority advised that the 1:00 p.m. time would be better for best.  One member stated that the Benefits Sub-Committee would have to meet on Monday afternoon if we changed the board meeting to the 2nd Tuesday of the month.  The change to the 2nd Tuesday of each month will start in July.  The first meeting will be July 13th.  

8.	Pilot Depression Project

A presentation was made by Richard Citrin of Corphealth.  He went over Project Goals (see attached handout).  The Program would be run thru PCP (Primary Care Physicians).  They want to use it in an open medical model.  Corphealth is hoping to get physicians in Little Rock in a 30 mile radius to participate.  Depression is reflected in employee absences and also in productivity.  There is no cost to the program but it will be fully absorbed by a grant.  Money goes to pharmacists and research group.

9.	Director’s Report

Dickerson stated the terms of the current chairman and vice chairman would expire in July, and that the board members were asked to consider replacements.  Hartnedy said he would make some calls to board members as to willingness to serve, and he stated by law he cannot continue in a second term as chairman.  

Dickerson advised the RFP for the PBM is out and she will have a recommendation to the board on May 26.

New Hires – The expenditure is $340,000 for 7 new employees.  This is the total cost, and includes salaries, desks, equipment, supplies, etc.  It was noted that emergency hires were done on all but one of the seven new employees.  
 
Dickerson advised that the RFP that we have for Behavioral Health had only a 3 year extension on it and this is the third year.   Therefore, we have to go out this week for both plan years for Behavioral Health.  She advised she will have a report for the board on May 26.  The contract expires for the schools on October 1. 

Dickerson stated that one thing EBD feels should be done is to have a mandatory reenrollment.  One reason is to meet the Board request that a health risk assessment be completed on all members and the other is to introduce the new health plan to members.  

Dickerson stated that Novasys, in their RFP response, volunteered to put a full time employee at EBD.  QualChoice also offered to put a person at EBD.  EBD has asked HealthAdvantage to do this, but they have not responded.

Dickerson advised that Dr .Joe Thompson was reappointed to the Board.

Hartnedy reminded the board that it would be meeting on the second Tuesday of each month starting in July.

Regarding a smoker discount for next year, Dickerson said EBD should put something in place before we moved toward a discount for employees who don’t smoke.  It would give the individuals time to make a health choice change.

There being no further business, the meeting adjourned.








