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State and Public School Life and Health Insurance
Benefits Sub-Committee 
Minutes
October 12, 2007 – 9:00 AM
 
The Benefits Sub-Committee of the State and Public School Life and Health Insurance Board (hereinafter called the Committee) met on Friday, October 12, 2007 at 9:00 a.m. in the EBD Board Room, 501 Woodlane, Suite 500, Little Rock, Arkansas.

Members Present			Members Absent
Janis Harrison					 	
Becky Walker				 		 		Debbie Veach  	 			 
Shelby McCook			 	 		 
Jeff Altemus
Nancy Sheehan
Joe Musgrove   
	 					
	Sharon Dickerson, Executive Director, Employee Benefits Division.

Others Present:
Kevin Geurtsen, John Bauerlein, Milliman; Lloyd Black, AR Retired Teachers Association, George Platt, Connie Diggs, Jason Lee, Leigh Ann Chrouch, Cathy Harris, Shannon Roberts, Jane Young, Kate Nurmohamed, EBD; Brian Meldrum, Kim Suggs, NovaSys Health; Kathy Ryan, Barbara Melugin, Ron Deberry, ABCBS/HA; Shonda Rocke, NMHC; Larry Dickerson, Diann Gwatney, AHTD; Nicola Patterson, Eddie Fryer, USAble Life; Mark Watts, ASEA, Sharon Marcum, Corphealth, Kristi Clark, ABA; Mona Neal, PSC; Christi McGeorge, Delta Dental; Jeff Britt, Pfizer; Kay Durnett, ASEA; Michael Boone, NH; Kim Henderson, Robbie Weaver, Nikki Carr, ACH

Call to Order
The meeting was called to order by Janis Harrison.  
   
Approval of Minutes
A request was made by Harrison to approve the minutes of the prior meeting.  
Walker made the motion.  Sheehan seconded.  All were in favor. Motion approved.
  
Plan Limitations / Caps (Follow-up) by John Bauerlein and Kevin Geurtsen, Milliman 
The Committee requested Milliman to provide a report of the financial implications of a 3 and 6 months waiting period.  

Geurtsen said they reviewed claims data from EBD for members that were hired from July 2006 through June 2007.  Based on the analysis the Plan could have saved an estimated: $400,000 dollars ($1.27 per employee per month) 3 month waiting and 1.5 million ($4.76 per employee per month) 6 months waiting period.   
Milliman was unable to review data for the ASE population that was hired during this time if no claims occurred.  Geurtsen said this is the maximum savings as possible; assuming that none of the services are deferred until after the waiting period.  Milliman was not able to identify the members that had prior coverage in the data provided by EBD, therefore the analysis includes prior proof members also.  

Bauerlein said the numbers may be cut by ½ if they included credit for prior coverage.

Musgrove said deferral is a big piece also, because the data only catches the emergency and life threatening and members will probably wait until after the waiting period for services.   Musgrove said they need to make sure that over the next year they are able to collect data that will enable them to evaluate better next year.  

Dickerson said they will require new hires to provide continuation of coverage certificates to EBD. 

Dickerson provided the Committee with a report that indicated for a two year period of time the state had 9,146 new hires.  Of which, 8,257 were eligible for insurance but only 5,573 signed up for insurance.  The school had 9,687 new hires that were eligible for insurance but only 6,537 signed up for insurance.  Dickerson said she did not think there are people coming into the program to seek insurance to have high cost procedure; but nevertheless, insurance is part of retention and the recruitment process.  

Dickerson said she talked with one of the vendors and was informed that if they implement pre-existing the administration fees would increase from .25 cents per employee per month to .40 cents per employee per month.  

Walker suggested they include a question on the Health Risk Assessment (HRA) about continuation of coverage.   Dickerson said she will consult with the Arkansas Center for Health Improvement (ACHI).  

Musgrove made the motion: Do not implement a pre-existing waiting period or any maximum benefit limit at this time and further investigate the issue next year.  McCook seconded.  Motion approved.  

Reinsurance by John Bauerlein, Milliman
Bauerlein talked about stop loss insurance coverage.
	Aggregate Stop Loss
	Insurance coverage for annual claims cost exceeding a defined percentage of total expected annual claims
	Individual Stop Loss
	Insurance coverage for an individual’s annual claims cost exceeding a defined deductible


Dickerson provided the Committee with a report of ASE and PSE high cost claims (over $100,000 dollars) for the 2007 Plan year.  Dickerson said the high dollar claims are not the problem but the number of chronic claims that are under $100,000 dollars that come in continuously.

McCook requested Millman consider $1 million dollar per policy holder with a seven year limitation and also a quote of what it would be for reinsurance.

Radiology (Imaging) copays Services (follow-up) by Kevin Geurtsen   
Milliman was asked to estimate the expected increase in cost to the Plan as a result of placing a limit on the number of copays collected for these services during the plan year.  A copay of $250.00 per case was implemented for outpatient high-imaging radiology services as part of the plan design changes for the 2008 ARHealth plan.  Currently, there is no limit on the number of copays collected from members during a calendar year, and these copays do not contribute to the out-of-pocket maximum.  

Milliman relied on data and other information provided by EBD and their benefit administrators.  The analysis is based upon actual claims for Plan members incurred between January 1, 2006 and December 31, 2006.

Financial Impact Due to Member Copay Collection Limits 
Number
of Member 
Estimated Additional Annual Cost to Plan
Copays Collected 
ASE
PSE
Per Plan Year
Total Cost
PMPM
Total Cost
PMPM
Unlimited 
- 
- 
4 Copays 
$7,000 
$0.01 
$8,000 
$0.01 
3 Copays 
$15,000 
$0.03 
$18,000 
$0.03 
2 Copays 
$44,000 
$0.08 
$51,000 
$0.09 
1 Copay 
$163,000 
$0.29 
$192,000 
$0.34 
No Copay 
$891,000 
$1.56 
$1,044,000 
$1.84 


Distribution of Members with High-imaging Radiology Claims by Number of Claims Observed 
                                      Number of
High-imaging
% of
Radiology Claims
Members
1
83.5%
2
12.6%
3
2.7%
4
0.8%
5
0.3%
6 +
0.2%



McCook made the motion to Cap Radiology (imaging) services such as MRI, PET, CAT and MRA at 1 copayment ($250) per year, plus 10% co-insurance.  Any further services would include the 10% co-insurance amount during the plan year.  Musgrove seconded.  Motion approved.

Dickerson said she has had several calls from ASE members who are unhappy with the copay.  Dickerson said she would prefer 2 copayments ($250) per year because of the Plan’s financial situation.  

Geurtsen told the Committee that there would be an additional cost to the Plan if the radiology copays are applied to the out-of-pocket maximum.  

Musgrove commented he doesn’t doubt that there are radiology expenses that are higher than they should be, but the focus should not be on the member but on the providers that are over utilizing these services.  

Election of Chair by Sharon Dickerson, EBD Director
The Committee took nominations for the Chairman and Vice Chairman. 

McCook made the motion to nominate Musgrove for Chairman.  Walker seconded.  Motion approved

McCook made the motion to nominate Walker for Vice-Chairman.  Musgrove seconded.  Motion approved.  


Arkansas Insurance Department Comments on State and Public School Employees Insurance by Joe Musgrove, Arkansas Insurance Department
Musgrove stated in his report that the initial issue that arose concerns the increase in health plan premium costs to the members, particularly for dependent coverage.  The response has been primarily directed at reducing benefits to the members as a way of increased “cost sharing.”  Since the cost transfer is solely between member’s premiums and the benefits they may receive, the cost transfer is essentially from the use of pretax dollars from all of the members to the use of post tax dollars by those members that require services.  Spreading the cost of those that need services across the entire group is the essence of insurance.

Musgrove commented on the following: 
	Copays 

Pre-certification
	Other Benefits
Published Plan Design and Premium  

Previously pre-certification was handled by the TPA’s through their provider contracts that required the provider to furnish the appropriate information for services listed in the provider contract.  Under the new procedure the providers will not have a contractual responsibility for pre-certification and they will not even know what service require pre-certification.  These leaves the member solely responsible for pre-certification based upon a list of services that has not been provided to the member.  Based upon what has been provided, the services that require pre-certification are presented in terminology that may well be beyond the technical knowledge of the member.  The services that require pre-certification should be limited to those where the question of best practice and evidence based medicine is more critical to the plan and the member.  The list of these services should be distributed to the providers with some means of involving them in the need to complete the pre-certification.

Dickerson said she agreed with Musgrove on many of the issues but clarified that the Third Party Administrator (TPA) did not handle a lot of pre-certs.   Dickerson explained that pre-cert became in effect on October 1, 2007 with American Health Holdings (AHH) and prior to that time AHH, Health Advantage, NovaSys and Blue Cross & Blue Shield have visited with physicians groups and shared information on the pre-certification process.  EBD has communicated the information to the member in the enrollment guide.  Dickerson said it is all evidence based and AHH is using Milliman and Interqual guidelines.  Dickerson told the Committee they are not holding the member at risk for these services until March 2008, thus allowing the member and provider enough time to be educated on the process.   

Dickerson said they plan to discontinue mailing the enrollment guides to the members.  Member can access the information on the EBD website which will allow the Plan to save money on printing and postage.  Dickerson talked about other ways they can communicate changes and updates to the members.  

Walker said she is against EBD not mailing the booklets to the members.  Walker said the employer will absorb the cost because members will use department paper to print the material.   

Sheehan suggested they include any updates or changes for the new plan year on the HRA.

Director’s report by Sharon Dickerson, EBD Director
Dickerson said she recently meet with a Humana representative and was informed that there is federal money available for Retirees over 65 that can be applied towards their premiums if they are with a fully insured company. Dickerson said she will ask the Board if they would like the Benefits Committee to review this.   

Adjournment:
McCook moved to adjourn the meeting, all members were in favor.  The meeting adjourned at 10:45 a.m.   


