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State and Public School Employees Life and Health Insurance Board Meeting
Minutes
March 6, 2007 1:00 p.m.


The 84th meeting of the State and Public School Life and Health Insurance Board (hereinafter called the Board), met Tuesday, March 6, 2007 at 1:00 p.m. in the EBD Board Room, 501 Woodlane, Suite 500, Little Rock, AR  72201.

Members Present				Members Absent	 
Bobbie Davis					Tom Emerick
Janis Harrison					John Mattox
 	Shelby McCook					 
	Renee Mallory					 
	Charlie Campbell				 	
	Dr. Joseph Thompson/Debbie Veach 
	Anita Woodall
	Vance Strange
Joe Musgrove
Robert Watson

	Sharon Dickerson, Executive Director, Employee Benefits Division.

Others Present
George Platt; Connie Diggs, Lora Vocque, Sherry Bryant, Stella Greene, Cathy Harris Jason Lee, Leigh Ann Chrouch, Amy Tustison, Louise Mann, Lora Vocque, EBD;  Amelia Looper, FBMC/EBD Rhonda Jaster, ACHI/EBD; John Bauerlein, Milliman; Bryan Meldrum, John Glassford, NovaSys; Martha Borders, Roy Lamm, Francis Browning, Mike Stock,  QualChoice; Barry Fielder, NMHC; Sharon Marcum, CorpHealth; Barbara Melugin, Kathy Ryan, Ron DeBerry, David Bridges, ABCBS/HA; Don Barnes, Attorney General Office; Richard Brittain, DHHS; Kristi Clark; ABA; Lynne Coats, Delta Dental; Diann Gwatney, AHTD; Nicola Patterson, USAble; Mark McKinney, Intergrail; Diann Shoptaw; EBI; Mark Watts, AEA; Pat O’Malley, PSC; Patricia Brown; Tom Crawford; Karen Henson, Pat O’Malley

Call to Order
Meeting was called to order by Chair, Bobbie Davis 

Approval of Minutes
The request was made by Davis to approve the minutes of the prior meeting. 
Minutes were amended and approved by Strange and seconded by Mallory.  





Recap of the Issue by George Platt, PAHM DED/COO, EBD
Platt addressed the question ‘Why are the QualChoice options costing the State Plan almost a million dollars more a month than projected?   
Platt reminded the Board of the meetings that took place during the 1st quarter of 2006. The Benefits Sub-Committee and the Board first addressed QualChoice’s increase in rates at that time. The results were that the Board requested Platt to provide any information and assistance to QualChoice so that they could do the analysis. Platt said since that time he had no knowledge that a report was provided to the Board or a request from QualChoice for any information or assistance.  

On January 16, 2007, QualChoice told the Board they have sicker members.  EBD researched the explanations QualChoice gave as the reasons for their high cost.  

Platt explained the methodology EBD used in the analysis.  

Platt said the reason QualChoice was compared with Health Advantage was because they are the only groups the plan has of creditable size.  EBD, Integrail and Milliman worked independently to insure fairness in the integrity of the analysis. 

	Integrail focused on clinical and service level review

Milli man focused on financial and actuarial review
EBD focused on the demographic, enrollment and administrative fee review
Benefit Coordinators were also consulted whenever possible 

Platt‘s report titled “QualChoice Cost Overrun Issue” explained EBD’s findings for the possible causes given by QualChoice.  Platt said that “system issues” could also be a possible cause and then gave an example of an error that could occur within the Benefits Administration systems.  Platt said he informed a QualChoice representative about the probabilities; however he never received a response back from QualChoice.  

EBD’s analysis of the possible causes:

	Sicker People 

Integrail’s Acuity Analysis shows QC’s members are healthier.

2.	Contracts
Integrail’s initial analysis shows QCA is better on professional service contracts and worse on ancillary services contracts.

EBD asked Health Advantage to re-price 4 of the 48 claims of the highest cost claimants from QualChoice.  Although complete repricing could not be done due to reporting issues in QualChoice data; savings resulted in half million dollars worth of savings.

	Plan Management 

Platt gave an example of Plan management vs. poor Plan management.  He reference the information given by Case Management in the previous Board meeting regarding case notes for 48 of QualChoice high cost members.  Case Management reported that a majority had not been managed or had not been managed appropriately with the proper follow-up.


Platt concluded:
	Sicker People should have been truly medically managed or new programs implemented to help contain costs.

Contracts - ongoing monitoring of costs versus the projections would have led to attempts to contain costs.

Other information was also provided to the Board via-email before the meeting.  

Musgrove asked Platt and Bauerlein to clarify if the problem was the QualChoice population or Plan management.   

Platt and Bauerlein agreed that the majority of the issue appears to be Plan management.   

Dickerson said it is not one single thing that is causing the problem; however, Plan management is a huge factor.  Dickerson said she believes the problem is QualChoice, their management, their contracts and their failure to report to EBD those issues that could have been identified as problematic.     

Dickerson asked the Board to listen to the experts because EBD relies on them on a day to day basis to help with tough decisions.  


Milliman Evaluation by John Bauerlein, Milliman
On February 20, 2007, QualChoice presented their analysis of the cost and risk mix of ASE membership to the Board.  Included in their presentation was commentary on certain Milliman documents and analysis.  Bauerlein addressed those comments made by QualChoice in today’s meeting.  

	QualChoice: Milliman acuity analysis is not necessarily a predictor of health cost. 


Milliman Response: Milliman performed an assessment of the health status of each vendor’s membership using NDC level pharmacy data.  The analysis produced an average “risk score” for each vendor that is intended to measure the expected cost of health care services under a common reimbursement and utilization management system.  Risk scores, including those based on pharmacy data, have been demonstrated to have significant predictive power with respect to the relative morbidity –or health status – for a given population. The scores do not consider utilization management programs or reimbursement rates, which will have a significant impact on cost differences.  

	QualChoice: The QualChoice membership is an unhealthy group.


Milliman Response:	Although the QualChoice membership may be less healthy than the average employer group, this does not appear to be true relative to the Health Advantage membership.  The Milliman and Integrail studies show that the QualChoice ASE risk score is 8% to 11% lower than the Health Advantage ASE risk score.  

	QualChoice:  QualChoice high cost membership is driving the trend and overall cost levels.


Milli man response:  Recent experiences shows that QualChoice has incurred a disproportionate share of high cost members.  To determine their overall impact, we revised the projected QualChoice results excluding the 2006 high cost claimants (over $100,000), which totaled $9.8 Million for ASE based on the Integrail’s analysis.  Bauerlein explained that Milli man excluded the large claimants from the cost analysis, and left the cost for those high claimants in the rates.  
Results: QualChoice costs exceed the current rates by 5% and the projected loss for the current plan year beginning May 2007 is $1.1 M.  
	
	QualChoice:  The program will lose revenue if employees shift from QualChoice to other plans.  


Milliman Response:  Program revenue will decline due to lower employee premiums for other plans.  If all QualChoice members transfer, total revenue from May 2007 through the end of the plan year will decrease $2 million for ASE and $0.9 million PSE.  Costs for these members will need to decrease 10% for ASE and 13% for PSE to offset the loss in revenue.  

	QualChoice: The program should pool the large claimant costs when underwriting Plans.  


Milliman Response:  We agree large claim differences should be reviewed.  However, we suggest the Board avoid establishing a policy around large claims pooling.  The current approach has been in place for eight years and has produced satisfactory results up to this point.  Bauerlein explained, pooling large claims across carriers might lessen current incentives and would benefit a carrier that does not manage the cost of large claims effectively.  

Musgrove referenced the part of the recommendation that was sent to the Board via-email from Dickerson that would allow the members to stay with QualChoice if they elect to do so and at the end of the contract period to terminate the contract.
 
Musgrove asked Bauerlein if Milliman did an analysis of those members they expect would shift from QualChoice to Health Advantage.  Musgrove said he believes the members that are currently in a treatment course will be concerned that their services may be disrupted if they change to another plan and might decide to remain with QualChoice.  Musgrove said the members might be members with high cost claimants.  

Bauerlein said they did not try to anticipated or look at the claim cost separately for members that may or may not chose to switch to another plan; however, they did look at what would possibly happen if they all switched over.

Musgrove suggested Milliman look at the analysis from the last six months because people with high cost claim may decide to remain with QualChoice.  

Bauerlein agreed that it would be a reasonable and worthy analysis to review.    
 
Dickerson explained that EBD will send all QualChoice members a letter explaining the change.  Members that have issues with continuity of care will be assured in the letter that their care will not be disrupted.  Dickerson told the Board that the members that are in Case Management have already been moved over to the new Case Management vendor. Dickerson said Health Advantage has all the hospitals and almost all of the physicians in the state of Arkansas in their network; therefore there should not be any continuity of care issue that can not be addressed.   
 
Musgrove said the Plan needs to be very careful when making a decision without analyzing who the members are and what the changes were.   

McCook clarified that the Board did not have to decide today on whether to terminate the provider’s contract at this time.  McCook explained that the Plan will not have all the answers until the transfer is complete and that it is proper for the Board make a decision today concerning the conversion. 

Campbell said the Board has a fiduciary responsibility and a responsibility to the membership.  The Plan should consider the quality of service and the most cost effective approach for the individual member; even if it means loss of potential revenue. 

Campbell said the Board has a responsibility to provide a high quality program because the money is coming out of the member’s pocket.  Campbell said there are a lot of people depending on the Board to make informed decisions even if it means getting another plan by paying more every month.  

Davis asked Bauerlein if he had discussed trend concerns with QualChoice in the past. 

Bauerlein said Milliman shared underwriting sheets and a monthly claim cost history with QualChoice a year ago, however they never received a response back from QualChoice.   


Claim Evaluation by Mark McKinney, Integrail
Mark McKinney began his presentation by explaining the error in the analysis Integrail presented to the Board in the last meeting.  The reports contained low inpatient dollars for Health Advantage which resulted from a misunderstanding of the Heath Advantage claims.  McKinney explained in detail how the error occurred.  Integrail is currently working to address the issue and will have it corrected for all future reporting.  

McKinney said Integrail’s analysis was very close to what Milliman presented, using a completely different methodology.  McKinney told the Board his report did not focus on inpatient dollars because he wanted to make sure the comparison and the conclusion were fair across the plans.  

McKinney addressed the Key Question: If the QualChoice Members are not “sicker” overall, then what are the drivers of their monthly variance? 

Hypotheses:  
	Is the previously presented risk profile distorted due to pockets of risk or unequal distribution of membership across plans?

Does QualChoice have unfavorable contracts and costs relative to the other plans?
Does UAMS impact the utilization and cost of services at QualChoice?

During the Board Meeting held on February 20, 2007, QualChoice raised several issues regarding the analysis presented by Integrail.  McKinney’s commented on those issues. 

	QualChoice Statement:  There is no relationship between risk and cost. 


Integrail Response: The purpose of any risk assessment and prediction model is to measure the risk of a population of patients to determine the impact on cost of treatment.  This can be performed using many different types of diagnosis and pharmacy based models.

	QualChoice Statement:  The methodology unfairly penalizes groups with “sicker” patients with a particular disease, because it weights all patients with the disease at the same risk level.  


Integrail Response:  The ERG model has been developed specifically to account for variations in the disease profile of the member.  It is true that two members with the same disease state will be assigned the same risk score if neither have any additional disease states.  However the assigned risk scores will vary for these members if they do not fall into the same age / sex category, or one of the members also has additional comorbidities or complications that can impact the risk of the member.  

	QualChoice Statement: The data used to produce the analysis did not include a run-out period which may have impacted the ability to accurately assess risk.


Integrail Response: The data included in the Integrail database at the time the analysis was prepared included 24 months of data that was paid and incurred from 11/01/05 through 10/31/06.  The risk analysis used data from the second year of this database (11/01/05 – 10/31/06 and did not include a lag to capture claims run-out.  

	QualChoice Statement:  Integrail only used 9 months of data to perform its analysis, while the manufacturer suggests using a 24 month dataset.


Integrail Response:  Integrail used 24 months of medical and pharmacy claims data.  This data was grouped using both the Episode Treatment Groups and Episode Risk Groups Methodologies.   Risk scores from the second reporting period were used in the analysis presented at the Board Meeting on February 20, 2007.  This implementation of these methodologies is consistent with the recommendations from Symmetry regarding the proper use of their models.  

McKinney said there is not a single issue that is driving the cost.  

Musgrove asked McKinney if it will cost the state’s Plan less to have Health Advantage administer the QualChoice population. 

McKinney said based on the analysis; it would cost less with Health Advantage.    

Campbell commented that there was nothing in any of the data that would indicate it would cost the Plan more.   

McKinney stated he did not see anything in the data that would indicate that it would cost more.

Dickerson said EBD tried to find out what the problem was a long time ago. Dickerson explained the high cost claimant data she presented in the Board meeting on Feb 20th.  

Dickerson stated the Plan does not have a choice because it could not continue to lose money.  

Musgrove stated he needed to be assured by the professionals that the Plan will save money if they choose to go down this path. 

Platt told the Board he agreed with the recommendation based the analysis.  Platt commented that he is not happy about the decision because it will be a major amount of work.  

McCook stated he believes the statistics has proven that QualChoice does not have sicker members and the cost will go down if the Plan moves QualChoice members to Health Advantage.

Dickerson talked about the rate increases for QualChoice and explained the communications EBD will send to the member.  QualChoice members will receive a letter informing them of the mid-year special enrollment period due to the significant premium increase.  The letter will include a form whereas members can either elect to stay with QualChoice and accept the rate increase or elect Health Advantage for the remainder of the plan year with a decrease in the monthly premiums. The letter will also address the continuity of care issue.

Dickerson recommended the Board allow the members to be converted to Health Advantage effective May 1, 2007.  Members can elect to stay with QualChoice by signing a form indicating they understand the premium increase and will have it deducted from their paycheck.  They will automatically be enrolled in Health Advantage if they do not complete the form.   

Musgrove made the motion to adopt the program recommended by EBD based on the representations from EBD, Milliman and Integrail.  Harrison seconded. All were in favor.  Motion approved 

McCook asked Musgrove to clarify the motion because of the comments he made in the meeting about terminating the contract. 

Musgrove clarified; the motion only included what was discussed in the meeting.  

Dickerson told the Board QualChoice wanted to share some information with the Board, but did not provide her with the information before the meeting.    
 
Davis asked QualChoice President, Francis Browning if he would like to present any information to the Board.  

Qual Choice CFO & COO Mike Stock declined the offer because the Board had made its decision.  
Other Business by Sharon Dickerson, EBD
Dickerson talked about TMJ.  In the last meeting the Board voted to remove the $500.00 coverage limit.  Dickerson recommended that the Board not implement the enhancement to the program until the Plan has established a network.

McCook made the motion to postpone the enhancement to the program until the Plan has established a network.  Musgrove seconded.  Motion approved.  




Meetings adjourned  

Next Meeting 
             April 17, 2007


