State and Public School
Life and Health Insurance Board
MINUTES

January 21, 2004 



The 52nd meeting of the State and Public School Health and Life Insurance Board (hereafter called the Board) on Wednesday, January 21st, 2004 at 1:00 p.m. in the 1st floor hearing room at the Arkansas Insurance Dept., 1200 West 3rd Street, Little Rock, Arkansas. 

Members Present					Members Absent
John Hartnedy, Chairman				Dr. Bobbie Davis
Preston Means, Vice-Chairman			John Mattox
Shelby McCook					Darrell Montgomery
Dr. Joseph Thompson				Vance Strange
Nancy Sheehan					Renee Mallory
Robert Watson
Charlie Campbell

Sharon Dickerson, EBD Executive Director

Others Present
Ashli Davis, Kimberly May,  Employee Benefits Division of DF&A; Sheila Weddington, State Building Services, Diann Gwatney, Arkansas Highway and Transportation Dept.; Dr. Rose Gantner, Corphealth, Inc.; Rob Thorpe, QualChoice/QCA; Eddie Freyer, USAble Life; Pattty O’Malley, Public Service Commission; Larry Carnes, Fringe Benefits Management Company; John Bauerlein, Milliman; Charles Hesselheim, Retiree - Arkansas Highway and Transportation Dept.; Ron DeBerry, Barbara Melugin, Arkansas Blue Cross Blue Shield; David Bridges, Health Advantage; Ted Borgstadt and Tina Bartelmay, Trestle Tree; Cameron Wedgeworth, Tamera Campbell, and Michael Wolf, United Health Care; Wendy See, AdvancePCS; Beth Petlak, Arkansas Children’s Hospital; Kathy Hanlan, School Business Official; Becky Walker, APERS; John Anthony, USAble Life; Rick Lane, Golden Rule; Walt Morrison, UAMS College of Pharmacy; John Barnes, Attorney General’s Office; Dr. William Golden, DUEC Clinical Committee.


Call to Order
		
Hartnedy called the meeting to order.

 Approval of Minutes                                                                   

Means moved to approve the minutes of the December 17, 2003.
Watson seconded and the motion passed. Thompson added the correction that he was at the prior meeting but the minutes show him absent.  The minutes will be corrected.


3.  Consumer Driven Health Plan					 
										 
Bauerlein presented a one page handout that outlines a potential plan design for consumer driven health plan.  He reported that the employee contributions will be similar to current HMO premiums and all the savings that the plan achieves by having a high deductible funds the personal care account.  The unused money is rolled over with no maximum but it is forfeited at termination. However, fund balances roll over for eligible retirees.  Eligible expenses under the medical plan are all that are allowed under the Personal Care account.  100% in network coverage after deductible and 80% out of network.  

Dickerson asked if the 80% is the same as percent of maximum allowable or billed charges.  Bauerlein said for physicians there are usual and customary charges (UCC) that would be taken into consideration but hospitals would have billed charges.  

McCook asked to clarify what agencies or groups would be eligible for this pilot and was told that is yet to be determined.  

Bauerlein said mental health benefits will continue to be carved out using CorpHealth, Inc., no dental or vision consistent with current plan.  It was reported that the DUEC committee talked about whether the drug plan should or shouldn’t be included within the CDHP.  Means recommended that the pharmacy design (three tier) stay the same but be a stand alone program no matter what health plan you choose. The medical copays wouldn’t go against the personal care account.  

Hartnedy said that one of the major areas that consumer education can affect healthcare is in the area of prescription drugs.  He suggested that the drug plan not be excluded in the CDHP pilot to see if that is effective.  

McCook said that the design of the pharmacy plan is already encouraging consumer choice with the network and three tier, etc.  Hartnedy disagreed because he said members are immune to the cost of the drugs because they just pay a co-pay.  

Nancy Sheehan asked for clarification of Hartnedy’s point and he said that his recommendation is that participants in the pilot pay the PBM’s price and not the copays.  Watson said that the concerns of the committee were that shifting that much of a decision and monetary burden to members might discourage members from getting their medicine (non compliance).  

Morrison (PBM consultant) said in the committee they suggested that the plan shift to a percentage of cost and not a flat copay and not the PBM cost.  Hartnedy said that that was closer to his intention.  McCook asked to clarify the point.  Thompson said that his concern is that the high deductibles would possibly encourage noncompliance.  Hartnedy said that people with such high prescription bills wouldn’t volunteer for this program.  Means disagreed saying that those with high med bills would find it attractive because of the lower out of pocket premium cost.  Thompson recommended for the purpose of a vote that the committee recommend EBD release an RFP that allows for both options – a plan with Rx and without.

Rick Lane of Golden Rule reported on his experience as HR Director for this company and their experience with a consumer driven health plan.  Lane mentioned that it has worked very well for them but when the plan was first introduced he had a hard time understanding it.  They have an arrangement with Advance PCS for preferred pricing because those expenses go against that personal care account.  They have 1000 employees with 703 participating in this plan.  

Hartnedy asked what other plan(s) they have.  Lane said they have other traditional plan with higher premiums and they have less than 50 employees on that plan.  McCook asked what percentage the company pays toward premiums and he answered that the company pays 75% of the premiums no matter what the plan. Thompson asked how preventative care is covered and Lane said there is no first dollar coverage for preventative care.  

Thompson asked what type of people are remaining on the traditional plan and Lane answered that they are those with high medical expenses.  Thompson asked about efforts to educate members on consumerism and Lane said that a nurse hotline was available and information mailed to them.  Thompson clarified saying how to they educate their members to make decisions between two hospitals or physicians when they’re facing a procedure.  Lane said that he assumes the members go to their doctors for that info.  

Hartnedy asked about the trend in claims cost and whether in his plan that was running according to trend.  Lane said that some of the spike was because of the increase in participants.  Based on numbers Lane provided, Hartnedy observed that the plan hasn’t experienced significant savings.  

Thompson asked about the demographics of their employee population, he said that they have a large number of female employees.  Hartnedy asked if Lane would recommend such a plan.  Lane said that he thinks the popularity is generated by the ability for members to direct their own spending.  

Watson and McCook observed that based on the refund figures Lane mentioned, a large number of people didn’t use any or most of their PSA account.    Thompson said that research shows that unless people have first dollar coverage for preventative care they will put that off and potentially defer that medical cost to when a problem is more advanced.  Lane mentioned several health screenings that they offer and wellness programs such as smoking cessation.  

McCook asked whether the smoking cessation program had been successful. Lane said that they reimburse people for going through the program but he has no stats on how many quit for good.  Means asked Lane about the pharmacy plan that goes along with the plan.  Lane said that it is part of the program and pharmacy cost goes against their deductible.  

Hartnedy asked Lane to tell the board how many of the CDHC participants had single or family coverage. Lane said he did not have that info. Board members calculated that Golden Rule’s plan costs them $2000 a year per participant.  

Bauerlein pointed out that the demographics of their members and our members are vastly different.  

Thompson asked if Golden Rule currently sells the HSA option and he said yes on an individual basis.  

McCook asked if Lane had many CDHP participants that got themselves into trouble as in running out of money and Lane said that yes, some but the medical bills were only a part of their financial problems.  McCook asked if they saw many people flip flop from one plan to another and Lane said no.  

Thompson asked what the deductibles were for the traditional plan and what Lane described is similar to State PPO plan.  Hartnedy thanked Lane for his information.

Hartnedy restated the question posed to the board about CDHP and HSA’s.  Thompson asked what the deadline was for getting the RFP back and having time to review it.  Means said that that there are other plans to move forward with so the committee could potentially have as much time as needed.  Hartnedy explained the RFP process and that a committee would review it and bring details to the board.  He asked for a motion.  Thompson moved in support of the subcommittee’s recommendation and included that the copays should provide enough consumer information to make informed choices and that the RFP should ask for Rx and non-RX included options.  

Hartnedy added that the RFP should ask companies how to handle a pilot and also that the companies are going to have to do the education and promotion.  He also said that bidders should address their opinion about forfeiting or not forfeiting account balances.  McCook suggested that we should get a legal opinion about whether that’s allowable before mentioning it in the RFP.  Hartnedy suggested that we keep it in the RFP and decide the legal matter before implementation.  

McCook stated that since he just helped evaluate an RFP that he suggests the RFP’s be as specific as possible to aid in evaluating it and that these points need not be open ended in the RFP.  Bauerlein added his support of specific questions in the RFP.  

Hartnedy asked Bauerlein if he felt like he had enough information to move forward with the RFP and he said yes.  Barnes stated that Dickerson had asked him the question about the legality of CDHP under AR law.  He reported that he does not see anything in statute prohibiting this type of plan, however, the issue of forfeiture or non-forfeiture of account balances is another matter and a lot of other state statues bear on this question.  He said that at this point, without more specifies of the plan, he cannot make a recommendation for or against this type of plan.  Barnes suggestion to Dickerson was to put the RFP out knowing that issues or questions will arise and that the board is not bound to implement the plan.  Hartnedy restated the motion to go out with an RFP for CDHP authored by Baurelein.  McCook gave the second and the committee passed the motion with all in favor.

Means stated a new motion to go out with an RFP to establish a Healthcare Savings Account (HSA), McCook seconded.  

Bauerlein said that it would be good to go ahead and make the decision about whether preventative costs will be covered or not.  Thompson said that he would not support a HSA that would not allow first dollar coverage but that the RFP could ask for a proposal either way.  

Means said that some investigation needs to be made into tax implications and pharmacy coverage implications.  Bauerlein reminded the board that HSA’s and CDHP’s are separate.  

McCook reminded the board of the difference between the Medical Flexible Spending Accounts, Personal Care accounts within CDHP and the Healthcare Savings Accounts that were just put into law.  

Baurelein said that if the deductible for PPO’s is increased, many members will go out and purchase HSA’s on their own.  Baurelein suggested releasing a Request for Information (RFI) and not an RFP and said that questions about HRA’s will be included in the RFP that is currently being worked on by EBD.  Means said that he predicts some sort of convergence in the marketplace with these types of plans and accounts.  McCook said his preference was to go ahead with an RFP for a HSA.

Motion passed with one against.  

Committee Reports
				
DUEC Clinical						          	
Dr. Golden reported that they were introduced to a new PBM consultant, Walt Morrison and the UAMS College of Pharmacy.  The committee had discussed the use of ARB’s (anti-hypertensive drugs) and the rebates that APCS receives.   One kind of rebate was based on the contingency that a particular drug be excluded.  Golden expressed the feeling that those types of contracts shouldn’t be the kind the board engages in.  This type of contract was keeping the committee from examining a drug.  The committee decided to pass this topic on to the DUEC finance committee.  He expressed concern that this type of arrangement keeps the committee from being able to fully examine all the drugs that should be on formulary.  Committee established a threshold for examining drugs. It was agreed on that the committee would have to receive at least five (5) requests from the members before a drugs was reviewed.  One (1) request from a physician would be required before the drug would be reviewed.   A discussion ensued regarding covering the over-the-counter Prilosec at a $5.00 copay and to move all the other proton pump inhibitors to third tier as well as incentives the pharmacists to help move market share.  This was recommended to the Fiscal DUEC.  Charlie Campbell said that the core of this program relies on market shifting.  

Hartnedy asked Dickerson if she had investigated whether some committee positions could have substitutes stand in for them if they are not able to attend. Dickerson said that Dr. Campbell’s and Dr. Golden’s position allows for a substitute (designee) but the position would still have one vote.  Hartnedy and Dickerson said that during the next session we could likely get legislation to add more positions to the subcommittee.  Campbell said that since Senator Malone was the author of the legislation that he would talk to him about the difficulty in getting the representation needed at the committee meeting.  Dr Thompson asked Hartnedy about the time commitment necessary for participation in the subcommittees and the board.  He said that in thinking about the time commitment necessary for this board he wanted to point out that it is a voluntary action taken by participants and that increasing the efficiency of the committees and boards would make participation and attendance more likely.  Campbell said that some board positions are written into law or appointed by the governor and that he would hope that the institutions that are the employers of the committee or board members would appreciate and be made aware of the situation.  Campbell said that he could appreciate Thompson’s comments and time constraints.  

DUEC Fiscal Sub-Committee Report                                                                  	

Means reported that the DUEC Clinical committee recommended moving Proton Pump Inhibitator class to the 3rd tier in plan and cover Prilosec (OTC) .  The DUEC Clinical committee also made recommendation to remove coverage for Omeprazole which is generic for OTC Prilosec.  Means noted potential $7milllion savings if all users go OTC with a $5 copay on the part of the member for OTC.  Member would have to have prescription for OTC or pharmacy can do a switch similar to going generic.  OTC is 20 mg and some members have a prescription for 40mg so the member could get two boxes for one co-pay according to prescription.  The dispensing fee to pharmacists would be $13 a prescription.  

McCook moved to accept the recommendation with second by Thompson.  
The motion carried.

Benefits Sub-Committee								

Committee Chairman Davis was absent so Dickerson gave report.  United Healthcare made report on their current network.  TrestleTree gave presentation on smoking cessation, more research to continue.
  
The committee made a recommendation to board to go out with Request For Proposal (RFP) for a Consumer Driven Health Plan with the understanding that releasing the RFP will carry no obligation to actually put one in place.  

2nd recommendation from committee was to go out with a Request For Proposal (RFP) for a Health Savings Account based on Federal legislation.  Plans with high deductibles can offer a HSA to members.  Also retirees can access HRA’s unlike 125 plans.  

(Motions for these recommendations were initiated and accepted under the previous Consumer Driven Health Plan discussion.)



 Financials                                                                                  

May presented the financials to the board and Bauerlein followed with additional information on claims and premium expense for each plan.

6. Medicare Prescription Changes                                                  

Baurelein gave presentation on changes to prescription benefits under Medicare.  

7.  Executive Director’s Report                                                    	
	
Dickerson was called to the session and was not in attendance when this agenda item came up.

Final Comments
It was announced that the next board meeting would be on February 18 2004. Hartnedy asked for comments from the audience and Rose Gantner from Corphealth stated that all was running well with their plan.  Hartnedy acknowledged that and adjourned the meeting.

