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State and Public School
Life and Health Insurance Board 
Minutes
February 18, 2004 – 1:00 p.m.
Public Service Commission, Hearing Room No. 1
Little Rock, AR


The 53rd meeting of the State and Public School Health and Life Insurance Board (hereafter called the Board) on Wednesday, February 18, 2004 at 1:00 p.m. in Hearing Room No 1, Public Service Commission, 1000 Center Street, Little Rock, AR.

Members Present					Members Absent

John Hartnedy, Chairman			Dr. Bobbi Davis
Preston Means, DFA,  Vice-Chairman		Robert Watson
Charlie Campbell					Darrell Montgomery
Renee Mallory					Vance Strange
Shelby McCook					John Mattox
Joseph Thompson, M.D.
Nancy Sheehan, Classroom Teacher

Sharon Dickerson, Executive Director

Others Present:  Patty O’Malley, Public Service Commission; Dr. Rose Gantner, Corphealth, Inc.; Ron DeBerry and Barbara Melugin, Arkansas Blue Cross  Blue Shield; David Bridges, Health Advantage; Eddie Freyer and  Nicola Patterson, USAble Life; Walt Morrison, UAMS College of Pharmacy; Ted Borgstadt, Trestle Tree; Rob Thorpe and Roy Lamm, QualChoice/QCA; Don Barnes, Attorney General’s Office; Wendy  See, Advancepcs; John Bauerlein, Milliman; Mark Watts, ASEA; Steve Shelton, Novasys Health

1.	Call to Order

	Hartnedy called the meeting to order.

2.	Approval of Minutes

Hartnedy moved to approve the minutes of January 21, 2004.  Motion seconded by Campbell.  Motion approved.

3.	Approval of Stipend Authorization ($60  25-16-903)

McCook made a motion to approve the stipend authorization effective January 2004, as stated in statute 25-16-903.   Motion approved.

 Financials

May presented the financials to the board.  May also presented to the board suggestive wording for a letter to go out to any school district in arrears requesting their presence at the next board meeting.  School district would be informed that not appearing before the board would result in levying of a fine on the school district involved, as well as termination of all health and life insurance benefits for the particular school district.  The school district would be fined $50.00 per insured on the report, per month the report is past due.  May reported efforts to work with school business officials (SBO) failed to resolve issue.  

Thompson asked to clarify the issues and define what had changed. Dickerson reported that we obtained a benefits administration system and the (SBO) were required to data enter their members into the system.  This doubled the school district’s workload.  Changes not only went into EBD system, but also into school district’s own accounting system.  School districts in the past received a bill from the insurance company, were given the option to line through an employee on the bill and deduct their premiums, and to mail in the premiums and any differences.  The insurance carrier then did the reconciliation.  This is no longer the case.  School districts are presented the bill and have until the tenth of the month to pay the bill with any changes noted.   

There was quite a bit of discussion within the board and from the floor regarding the issue of how to collect the monies from those school districts for non-payment of premiums.  Nancy Sheehan said she felt this proposed letter, if approved, should go to the school board presidents, teacher association, unions, as it involves employee money.  Dickerson asked for Sheehan’s help in getting the address information to send copy of the letter to, and Sheehan agreed to help in furnishing information.  May advised that it is routine practice to send the SBO copies of correspondence.

Dickerson remarked that in the not too distant future not only some school districts would need to be levied for non-payment, but probably at least one state agency.  

May asked the committee to make a motion to have this letter for nonpayment go out to school districts in arrears.  Motion made by Campbell, seconded by McCook, to send out letter to all school districts with overdue premiums due thru December, 2003, that if not paid by the next board meeting, would request the presence of a representative of the school board at March 17th board meeting.  Motion approved. Hartnedy advised this issue on non-payment might have to go to the legislature for legislative changes to allow a vehicle for payment.  Dickerson advised for state employees the chief fiscal officer has authority to withhold the money for funding the fine and that same legislation may cover the school districts.    

Becky Walker with APERS suggested modeling after their own program. Walker advised Dickerson she would send her a copy of the sample wording APERS uses for collection of monies in arrears.

One question brought up by Nancy Sheehan was the issue of how to handle partial payments from school districts?  

After much discussion, it was decided to ask Dickerson to research this issue and make recommendations at the board meeting on March 17th after the March 2nd (working group of Benefits Sub-Committee and DUEC Fiscal Committee).  Chairman Hartnedy requested Dickerson email committee members prior to the board meeting and poll to make sure all are in agreement.  Mr. McCook also advised he would research how to get funds without having to terminate coverage and the mechanism for collecting fines.

A comment was made from the floor by Mark Watts of ASEA that the committee should investigate legislation passed that affects school districts.  A number of school districts are going to be consolidated.  

One other comment was made concerning the loss for 2003 as to whether or not it had been anticipated.  May said it had been expected, and that half the loss was for the month of December, 2003.

Thompson questioned why there was double the figure in accounts payable for the state but not for the schools? Could you say more were sick? And in particular Thompson questions costs for December for the state and what was the reason for it being much higher than for the school group?  May indicated that one reason was that the state group was a higher age group.

5.  State of AR Health Benefits – Wellness Initiatives

John Bauerlein of Milliman went over some claims figures and made suggestions as to implementing a smoking cessation plan and an obesity plan.  On smoking cessation, he recommended financially rewarding participants who don’t smoke by lower health premiums or credits.  Tobacco usage increases medical claims by $3,400, part due to tobacco use and part due to medical expenses and lost productivity.  Cost per adults covered in the program is $1,400 per year or $116 a month per adult smoker.  Suggested contribution adjustments should be looking at this figure.

On the subject of obesity, most studies state participants with obesity cause an additional costs ranging from 4%  to 7%.  Running at 6% in our program, the additional cost is $55 a mo.  Tobacco numbers about are double the increase of the obesity ($116 more for smoking and $55 a month more for obesity).  The cost is a little over $3,000,000 a month in additional costs.  Bauerlein recommends implementing the following:

Flat surcharges for smoker, obese, smoker/obese:

Apply to adults only.  Participants who are not tobacco users nor obese would get a credit.  The true cost of $172 is probably too much to charge as an additional premium to the employees, but Bauerlein thinks it should be somewhat higher.   He suggested $20 a month more for all adult smoker/participants and $10 more a month for obesity.  Should we try to implement both at once?  If we didn’t want to address obesity for now, we might want to go higher on smokers above the original suggestion of  $20 a month?  This fits with the goal standard as to incentives.  The board needs to make a decision by April 1st.  Chairman Hartnedy posed the question on credit and participant incentive vs. raised cost for tobacco use and obesity. Do we want to do this?  Monitoring would be a challenge.  One suggestion is a surcharge which feels like a penalty to the participant; the other would give a discount to non-smokers, and would be perceived as a benefit to the participants getting this reduction in premium.  This second way of marketing the idea of higher cost might be more readily accepted.  

Chairman Hartnedy asked for a response from the committee as to whether the committee should establish rates on tobacco and/or obesity?  

There was much discussion among the committee members regarding whether or not to establish increases or credits for cessation of smoking and/or obesity.  It was the consensus that cessation of smoking should be the first agenda, and the subject of obesity addressed later, as it would be far more complex and harder to monitor.

Means felt that the issue of smokeless tobacco should be addressed whenever the issue of cessation of smoking is addressed and there was a general consensus.  

Sheehan said there is a time constraint of two weeks of April to get in place by May any proposed changes.  Teachers will be out for the summer.  

Several members of the committee expressed concern about moving too quickly, and desire some type of education and information going out to the participants first.  Board members wanted to give the participants a chance to quit, maybe even give a credit to those the first year who don’t use tobacco, and for those who have been given the opportunity to change their lifestyle, if they have gone to smokeless for a year, then they too would benefit from reduced premiums.

Chairman Hartnedy asked Bauerlein for a recommendation.  Bauerlein said he felt being held financially accountable was an incentive to participants to make behavioral changes.  

Chairman Hartnedy advised that the Benefit Sub-Committee didn’t come up with any recommendations on this issue, and have set up a working group under the Benefit Sub-Committee to meet on March 2nd.  Hartnedy suggests waiting until this committee has met.  Possibilities to look at in the smoking cessation issue are to look at what programs are available in education and how to administer the program.  He proposed starting with a $20 reward (discount) for non-tobacco participants.  He also suggested getting input from the Health Dept., Corphealth, and Trestle Tree.  Hartnedy was leaning toward a flat $20 charge per participant for administration.  Renee Mallory asked Bauerlein if projections were on $20 per family if anyone smokes in the family, or $20 for each adult participant who smokes.  Bauerlein said that of course if each adult in group is charged, there would be more money to fund support program and a little bit of credit for non-tobacco users, and that’s what he included in his assumption ($20 per adult/participant who smokes).  Bauerlein stated that charging $20 per adult smoker would be a start.   Thompson questioned if the state would use health risks to underwrite, because he remarked in which case $20 would not be enough since the real figure is $116?  Thompson questioned what was the purpose in pricing for tobacco use.  Does the state want to get the members to stop smoking and start dieting or just increase the rates?  

Hartnedy recommended that the smoking cessation only be addressed at this time, but somewhere in a message to state employees, advice that the obesity issue would be addressed next.  He would like a number to work from between the $20 figure to $116 additional charge for smokers.  McCook suggested setting premiums to cover projected costs and giving people who haven’t smoked for a year a $20 discount.  Then offer additional relief from premium for non overweight people.   

Thompson stated that regarding obesity, there needs to be an assessment entry point for motivation and the state needs to give the participants an opportunity to quit smoking or lose weight.  He suggested going ahead and doing an assessment with input and then makes a decision.  Dickerson said we could send a communication to participants, and on the benefits administration self service enrollment/change form EBD could add a couple of mandatory fields and obtain height, weight and tobacco utilization. EBD could have a health risk assessment attached also.    Hartnedy asked Dickerson to research and report at the next meeting with suggestions on how the EBD can administer program.   McCook stated he felt that in order for participants to get a reduction in premiums, an annual physical should be required.  The consensus was that the major issue would be the administrative question.  

Walt Morrison suggested services anticipate providing for changed lifestyles, and changes in underwriting costs.  He suggested looking at the costs and anticipating premiums.

Patty O’Malley raised the question of why the state would charge only adults who are overweight and not children.  The state program doesn’t pay for smoking cessation drugs.  Don’t we need as part of the prevention?  She stated Children’s Hospital and other facilities are treating children for obesity, and many children America are.  Hartnedy advised this question would have to be addressed.

A question was raised as to how to handle if a participant lied regarding tobacco usage and how to administer.  

Mark Watts asked if the board was planning these changes for 2005.  Hartnedy responded it would be decided at the March 2nd meeting. 
 
Thompson asks if there were any estimates in costs for treatment of smoking cessation.  Bauerlein responded that the working group of Benefits Sub-Committee and DUEC Fiscal would address this.  

Bauerlein regarding prevention asked the group to reference the attached handout.  On PPO with preventive care the cost is $500,000 additionally or 
2 ½%.  If plan waived the deductible and the co-pays, that would be an additional $100,000 or ½% cost.  HMO and POS plans cover preventive care.  To waive the co-pays, the cost would be another 1.5 million or 1% increase to rates.  If vision care is added for the public school group, that would be an additional million dollars.  Pharmacotherapy would be $400,000 additionally. The board needs to make a decision regarding these suggested changes, including waiving co-pays.

Hartnedy said that before a decision is made, it needs to be clarified what would be waived on preventive care co-pays?  The board needs guidelines on this issue.  McCook said preventive care goes with gold standard.

Thompson stated there are some boundaries/questions.   For example, should deductibles be waived for those less than 35 yrs. of age?  This is just one example.

Bauerlein brought up the administrative issue.  He stated that would be the biggest problem or challenge. He stated the board might want to look at extending preventive care to the PPO.  Chairman questioned how this could be done.  

Bauerlein made a presentation on Health Savings Accounts.  He stated the key provisions were a high deductible, maximum out of pocket of $5,000 single and $10,000 family, the only exclusion from the deductible is preventive care, Rx’s and behavioral health cannot be exempt from the  deductible.  Bauerlein’s presentation on Health Savings Accounts is attached to the minutes.  Thompson made the following comment regarding the exemption of preventive care from the deductible.  He stated it allows preventive care to be exempt but is not mandatory or a law.  Members eligible for Medicare cannot put money into HSA.  Employer can make contributions on a tax favored basis.  The family deductible must be $2,000 before reimbursement can be made.  Sample design:

PPO
$1500 single/$3000 family
80% after $1500 (next $7500) 
Member pays 20% or $1500
Then 100%

Assumed preventive care not subject to deductible.

Sample rates:

See attached

The charge for smokers of an additional $20 per adult participant would be in addition to the rates in the sample.  

Chairman Hartnedy mentioned that the employer contribution is the same but the employee contribution is lower on sample rates/plan.

Thompson questioned how many state employees use the cafeteria plan.  Dickerson advised that approximately 6,500 employees participate in the cafeteria plan. 

Retiree cannot participate in cafeteria plan, but can in a Health Savings Account.  

Thompson stated he could not see any reduction costs unless the state has a plan of aggressively getting employees to sign up for the HSA.  Dickerson said HSA may attract many who do not participate in the health plan, such as lower income employees.

Thompson asked if EBD has endeavored to get more participation in the cafeteria program.   Dickerson said EBD promotes this plan at open enrollment; however there is a one year waiting period on employee participation in the cafeteria plan (or flexing spending account), and employees forget to sign up.  

Dickerson advised the health RFP is out and the HSA and the CDHP RFP’s are almost ready to go out.

Chairman Hartnedy questioned how soon plan design changes would need to be made.  Dickerson advised changes need to be made in April.  

Chairman said the board would need to vote on Millaman’s suggested plan, and directed committee to look at the on top right box on pg 3 of the sample, with attached sample rates.  He asked if anyone of the board had any suggested changes to this sample.
 
Nancy Sheehan asked if on the deductible waiver for preventive care if there a dollar amount.  Bauerlein advised he did not put on a cap because he did not see any over utilization or abuse.

Means noted regarding the deductibles that savings are relative to current the plan.  Sample is comparing the current PPO to a high deductible plan.

Dickerson said EBD will have to get legal clarification on HSA issue.

HSA has similarities to 401(k).

Administration will be by third party with fee attached on HSA’s.  

Dickerson stated that there are about 5,000 employees retiring pre age 65 and this would be a vehicle for them to contribute pre-taxed dollars that can help with premiums when they retire.  

Thompson suggested setting up some type of education on this HSA. 

Dickerson stated the HSA can be offered as a payroll deduction.

Another question brought to the board was whether or not there would be employer contributions.

Other comments from board members:

McCook questioned if it would be necessary to out with an RFP on a high deductible plan, and there response was no.  Bauerlein mentioned that state would be dealing with drug and mental health whereas does not on the regular PPO.  McCook asked if providers could bid on this portion only with high deductibles for administrative fees. Can you have provider bid on this part with these deductibles (admin. fees).  Dickerson the vendors, BC, etc. will quote plan.  

McCook’s original question:   State has an RFP for CDHP; now are looking at HSA high deductible plan.  Are we going to use current medical plan for the current PPO? Are you going to use RFP that is going out? Dickerson advised that the RFP went out without high deductible but with the right to modify the plan. We need a quote on a high deductible PPO and one on a regular plan.  

Question from McCook, “Do we need to put out a motion to contract for a high deductible PPO?”   Question from Chairman, “Will we get quotes on high deductible to put with HSA?”  Dickerson said CDHP will be it’s own vehicle.  It will be a consumer driven health plan.  But in the PPO RFP we haven’t asked for a quote for a high deductible plan.  We can add an addendum for a high deductible PPO plan and also include responsibility for pharmacy and mental health, advised Dickerson.  The board agreed this should be done.

Means recommended a high deductible addendum.  Mallory seconded.  Motion approved.

There being no further business, the meeting adjourned at 4:00 PM.


 

