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State and Public School 
Life and Health Insurance Board
Minutes
March 17, 2004 – 1:00 p.m.
Public Service Commission, Hearing Room 1
Little Rock, AR


The 54th meeting of the State and Public School Health and Life Insurance Board (hereafter called the Board)  on Wednesday, March 17, 2004 at 1:00 p.m. in Hearing Room No. 1, Public Service Commission, 1000 Center Street, Little Rock, AR.

Members Present					Members Absent

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

Sharon Dickerson, Executive Director, EBD.

Others Present:  Doris Williams, Ashli Davis, and George Platt, Employee Benefits Division; Wendy See and Sue Todhunter, AdvancePCS; Ron DeBerry and Barbara Melugin, AR Blue Cross and Blue Shield; Diann Gwatney, AHTD; Sheila Weddington, ABA; Eddie Freyer, USAble Life; Larry Carnes, FBMC; Dr. Rose Gantner, CorpHealth; Mark Watts, ASEA; Roy Lamm, Qual Choice/QCA; Sue Edwards, HealthScope; Donna West, UAMS College of Pharmacy; Patty O’Malley, Public Service Commission; Becky Walker, APERS; Don Barnes, Assistant Attorney General; and Joe Carter, NovaSys. 

1.	Call to Order

	The meeting was called to order by Preston Means.

2.	Approval of Minutes

Mattox moved that the minutes be approved; seconded by Davis.      Motion carried.

3.	Financials

	Kimberly May covered the Financials and the School Business Official packet, both of which were passed out to the Board.  We have one school district that has hit the 60 day mark and a letter will be sent out to them shortly (Pottsville).

4.	Committee Updates

a.	Benefits

Bobbie Davis discussed the meeting of the Benefits Sub-Committee meeting, and that committee recommends doing a health risk assessment for all members and develops these questions around the information we need for lifestyles such as tobacco use, weight, etc. and completion of the survey will be a condition of coverage.   She made a motion that a health assessment be mandatory for all participants, and develop the questions needed to collect health information as to lifestyles such as tobacco use, weight, etc.  Dickerson said she spoke to Don Barnes of the Attorney General’s office, and he didn’t seem to think there would be a problem since it is a self-funded plan, but will do some additional research.  Shelby McCook seconded the motion.  Dickerson said UALR could run the data on the survey for us for a fee.  Motion carried.

b.	DUEC Fiscal met this morning.  

	They discussed the recommendation made by DUE Clinical to change Zyrtec syrup from 3rd tier to 2nd tier. A motion was made  by McCook to recommend approval of changing Zyrtec syrup from 3rd to second tier and motion was seconded by Campbell. Motion carried. 

	Another area discussed was changing co-pays, and 	on co-pays it was discussed whether there was a need to make a large increase on co-pays or if it would be better to make the co-pay increases in increments.  The committee decided to increase $1/$2/$2 	for 2005 ($11/27/52).  Campbell stated he would rather try and monitor drug costs and if we continue to increase the co-pays, that this will not address the issues. He feels it would make more sense to change the 3rd tier by $5 and not have an increase in the 	generic tier.  It was brought to the board’s attention that the issue of co-pays and costs are being discussed by the DUEC and maybe even going to coinsurance on pharmacy.  It was also mentioned that we have some members on 3rd tier who had failed on medicines on 2nd tier, and the member said that the committee didn’t want to go up $5 on the 3rd tier, because we didn’t want to make these participants who have to have the 3rd tier medicines not to be able to afford them.  The plan has an average of 18 scripts per member. 

	One member asked if we have a prudent reserve for both, and the response was yes, we have $15 to $20 million for the medical on the state and another $15 million backup.  One member thinks we should use reserve and not increase the premiums and co-pays.  The issue is if you continue to use reserves, then at some point the reserve will disappear and the members will have a large increase.  $6 million in surplus is what is estimated to use to pay the extra premiums.  It was the consensus of the DUEC Fiscal Committee that utilizing members should pay for the increase and that is what made them recommend changing the co-pays.  

	Vice-Chairman Means recommends that the copays increase to $1/2/2.  Montgomery seconded the motion. One member has a concern that the reserve is more than is prudent and feels we should use the reserve for the members. The $2 per 	employee reduction is what would be caused by changing the co-pays to $1/2/2.  On the state employees it would be about a 12% reduction, which is about the same, about a $2 reduction in premium.   Bauerlein said the plan needs about $15-20 million, and we have $26 million at present.  
Suggestions were made that the board might in the future look at closed formularies, and restrict access to drugs.  One member speaks against this motion, and would rather have an across the board increase of premiums, by pooling all in the group.  Motion opposed and did not pass. Drug co-pays remain at $10, $25, and $50.

5.	Items for Discussion by Milliman by John Bauerlein

	Bauerlein reviewed the rate increase package which was passed out to the board. All rates are underwritten separately and each plan supports itself.  Exhibit 3 shows the breakdown of the subsidy.  It’s going up from $122 to $131, going up $9, and that is per employee enrolled in the program.  $11.20 of subsidy for retirees gives $80.29 per retiree in subsidy per month.  Employees are paying about 70% of the premium costs.  On over 65 year olds there is a lowering of premiums as Medicare is the primary carrier.  The drug rate increase of 14% is a combination of active and retirees.  We need to look at these separately based on the fact that those over 65 and what they receive in drug benefits through Medicare.  

	Dickerson asked Bauerlein if other plans are brought in how will rates be handled.  The reimbursement rates will be looked at, as well as the administrative fees. If the administrative fees are higher for some vendors than others providing the same type of program then the administrative fee would be added to the premium. They are going onsite to each of the bidders Wednesday, Thursday, and Friday.  The HSA rate is 10-12% lower than the PPO rate, and we haven’t decided yet if we could have an HSA yet.  Dickerson said we are out to bid with a HSA with a high deductible PPO.  She said the question is, "Are we going to allow them to join the high deductible PPO and not have an HSA?"  If a person is covered on a spouse’s plan, then they wouldn’t be eligible to have an HSA.  One member suggested on the high deductible to make sure the wording show it is a Catastrophic Plan.  

	Bauerlein said only OBGYN and well baby care are presently covered under preventive care, and on spreadsheets projected an expanded preventive care and routine vision.  One member asked Bauerlein what would be covered under extended preventive care and routine vision.  Bauerlein stated an annual physical would be covered.  The biannual vision care is about 50% of the $4 cost for extended preventive care and routine vision.  The co-pays would continue to apply.  One member feels that for $2 a month it would be beneficial to have annual physicals.  McCook made a motion to add preventive care but not routine vision in the rates for 2005 for the schools with the co-pay.  Mattox seconded.  Motion carried.  

	Thompson asks for an amendment to the motion both with preventive care, one with and one without co-pays and asks Bauerlein show both rates next month.  McCook seconded this motion as amended.  Motion carried.  

6.	EBD Update

	Dickerson asked the committee to revisit the consumer driven health plan and the high deductible PPO with an HSA.  She stated we don’t really need both of them.  It is very expensive for these vendors to respond to these RFP’s and if our plan was to implement one then there is a waste of manpower and money by having both of them. McCook made a motion to pull the consumer driven plan off; motion seconded by Campbell.  Motion carried. 

	Dickerson covered the handout on “Justification for Position Increase Request” for seven additional grade 16, Insurance Specialist II.  Two positions are for accounting, two for tech support/programming, and three in customer service area. There is no money in the EBD appropriation for salary.  It was suggested by Tim Leathers and Richard Weiss to take the money from the PSE trust fund.  Dickerson read to the board the statute that would cover this, Act 1280 of 1999, stating that the premium dollars can be used for claims and direct administrative costs.  The cost for salaries and fringe benefits is $240,000 annually. This is not inclusive of desks, computers, etc. One member asked if these salaries would always be paid out of the trust fund, and her response was yes from the PSE fund.  

	The addition of the PSE self insured group increased EBD’s work load.   Each time we approve a different plan option or determine that additional program management processes are needed this increases our workload. As we continue to take an aggressive plan management approach we will continue to generate more phone calls and increase the demand for additional staff. Frankly, we had the staff to just cover managing the self insured state program and now that we have added the school self insured program it has more than doubled our work load.  Comments were made that EBD needs to make sure that we include all the costs associated with implementing the position, i.e., desks, computers, phones, etc. 
Dickerson informed the Board members that the management approach the board is taking has saved the plan dollars. We will save about $600,000 annually by taking the COBRA administration in house, and by having the benefits system we can better manager our eligibility and save in claims dollars being paid on ineligible members. 

	A motion was made by Bobbie Davis that we draft a resolution to the Governor to support taking funds from the trust fund for these salaries and ancillary requirements this biennium, but request that these salaries be appropriated the following year. McCook said he would draft resolution.  Thompson seconded motion.  Motion carried.  

	George Platt made a presentation on ARBenefits Implementation and Future Tasks Summary, March, 2004, which was passed out to the board.   For HIPPA we budgeted $2.5 million, and have used $2 million.  This implementation will cost an additional $500,000.  It was asked where it would be paid from. Dickerson said the costs would be split 50-50% by the schools and state trust fund.  

	One of the members, Dr. Joseph Thompson, told the board about a committee formed by the Governor to help improve health and productivity of Arkansans and address smoking cessation.  Healthy Arkansas is the proposed name for this program.

	One member brought up the fact that the Health Dept. and UAMS are currently using very different plans for smoking cessation, and it is hoped that the Healthy Arkansas group could help in getting these two groups together in the way they handle smoking cessation.

7.	Next Meeting

	The next board meeting is April 28th at 1:00 p.m. in the Governor’s conference room.   Regarding the following meeting, there is a problem about Wednesdays.  There is a suggestion to have the day before, Tuesday.  The 2nd and 4th Tuesdays only can be done by one board member. So we are going to have it the 2nd Tuesday, July 13th and the 2nd Tuesday for the remainder of the year.   

There being no further business, the meeting adjourned at 3:50 p.m. 

 


