1



State and Public School Life and 
Health Insurance Board 
Benefits Sub-Committee
Minutes
September 21, 2004 –10:00 A.M.
1515 West 7th St., 5th Floor Conference Room
Little Rock, AR



The Benefits Sub-Committee of the State and Public School Life and Health Insurance Board (hereinafter called the Committee) met on Tuesday, September 21, 2004 at 10:00 a.m. in the 5th Floor Conference Room, 1515 W. 7th Street, Little Rock, AR.

	Members Present	Members Absent

	John Hartnedy	Becky Walker			Janis Harrison
	Janie Roach
	Jeff Altemus
	Shelby McCook
	Nancy Sheehan

Sharon Dickerson, Executive Director, Employee Benefits Div., DFA.
	
Others Present

Doris Williams, Employee Benefits Division; John Bauerlein, Milliman; Marc Watts, ASEA; Larry Carnes, FBMC; Eddie Freyer, USAble Life; Jennifer  Reed, Corphealth; David Wise, DataPath; David Bridges, HA & Blue Cross/Blue Shield; Roy Lamm, QCA.

Call to Order

The meeting was called to order by John Hartnedy.


Approval of Minutes

A motion was made by Janie Roach and seconded by Jeff Altemus to approve the minutes of the previous meeting.  Motion carried.

Goals and Objectives for the Future

Hartnedy feels we should target the open market with Dickerson putting together a mission statement and plan (one for the schools and one for the state). 

Hartnedy stated that the bottom line is we will need to increase contributions if the state is not going to put any additional funds into the insurance program, especially for the teacher’s side.  The teacher program is drastically under-funded by the state.  He also stated we need to encourage enrollment of additional state employees into the plan.  Dickerson stated that presently there is some anti-selection and the unhealthy take the coverage, while the younger and healthier employees go out and get individual health coverage at a lower cost.

Bauerlein stated that one of the questions we should ask ourselves is, “Are we maintaining a viable program”, and so far we are.  Bauerlein stated he is surprised that he hasn’t seen a significant decline in enrollment.  Dickerson told the committee that approximately 2100 employees terminated coverage on the PSE group this year, but that other new employees joined.

There was much discussion.  The question was put to the committee, “Should the goals on the state and schools be the same”, and the answer was yes.  

The mission statement/health benefits program goals and objectives, as proposed for both groups, is as follows for the next 3-5 years:

	Provide a comprehensive, cost-effective health benefits program for employees, retirees, and their dependents.  (Bauerlein feels we shouldn’t offer just a high deductible plan for retirees.  Dickerson said if we can’t provide a comprehensive, cost-effective health program for the school employees, what should we do?  The committee agreed that we could set it as a goal to have a comprehensive, cost-effective health plan, and at such point in time we can’t meet the goal, then we should go back and address the issue.)
	Lower the financial impact of significant medical expenses to the employees.  (Hartnedy stated this would mean that there would be catastrophic coverage as opposed to first dollar coverage.)

Provide tax-favored opportunities for employees to pay for other health care-related expenses such as dental and vision hardware services.  (This is where the employees take advantage of the HSA and the HRA to use for expenses not covered by the plan.  It is not part of the legislation on the school side, but can only be done on the state employee’s side.  Each school has their own cafeteria plan and it is not the responsibility of this committee for the schools.  We should support or encourage the school districts to offer cafeteria plans).
Subsidize a portion of employee coverage, and to a lesser degree, dependent coverage and retiree coverage.  (Dickerson stated there is a group called alternate retirees.  Some colleges covered their employees up to age 65 and retirees to age 65, and at age 65 there was no coverage for them.  Those are called alternate retirees because of legislation that was passed in 2001.  Now we have to cover this group of retirees.  The alternate retirees were never part of our health insurance as active employees.  They never contributed to our insurance program, but now we have to cover this group as retirees unless we change or modify the wording.  This group pays 100% of the insurance.)
Require employee participation in program funding.
Reward employees that engage in healthy behavior with higher coverage subsidies.
Offer a wide range of employee access to hospitals, physicians, and other providers.
Encourage employee participation in the health benefits program.  (Shelby McCook suggested having a web based survey to find out what kind of plans should be offered and to find out the effectiveness or suitability of the plans.)
Include employee cost sharing to promote appropriate utilization and reduce premium cost.
Cover comprehensive wellness and preventive care services.
Maintain significant contingency reserves to protect the solvency of the program.
	Obtain cost effective administrative fees.  (Dickerson stated that we need to do a cost benefit analysis. We may need to totally redesign the RFP's.)


Shelby McCook stated that there needs to be communication to everyone who participates in the plan of all the facts as to where we are and why.  He stated that this committee can’t deal with the teacher’s salary.  The committee can deal with the amount that is allocated for insurance and the way it is allocated.  The way it is allocated is the primary problem, and not the amount.  He stated there was a line item until 1997 that said there is this much money for public school teacher insurance.  Then if you had adverse selection, it did not affect that fund.  The problem presently is that the $131 a month goes to the schools in their regular funding, and the schools decide how much of it goes to insurance.  He stated that the adverse selection started when control of the money was given to the individual schools and the premiums have increased.   Another committee member stated that the schools didn’t demand that the money go to each school.  It was through the desegregation issue that they were trying to get the level of funding equalized across the state and it was a means where the state could do it without actually costing them any money.  And the schools didn’t pay a dime more, but only shifted where the money was going.  McCook stated that the primary solution is not a greater contribution, but it is the use of that intended contribution without it being diluted.  It was agreed that if the money was all set aside in one pot for so much, then there wouldn’t be adverse selection.  This other committee member agreed with that statement, but also stated that you can’t do that with existing revenues because you would have to raise money to do it.  If you multiplied $131 times all the school employees it would be quite a considerable amount, which is greater than the premium.  

Bauerlein said that the school funding, going on the basic contribution, not on what any individual districts put out, is subsidizing 25% of the premium, the total cost of the program, and the state is up around 62%.  In regards to where the state is, if it included covering the eligible, it would pop it up to maybe 35% but that is still far under what any of the other school districts in the other states are doing.  

McCook suggested getting input from a wide range of state employees, as this might be helpful to see how on target we are.  Hartnedy suggested having a draft of the plan first.  McCook asked for something to be on the next agenda regarding this.

Hartnedy asked the committee to look at where we want to be in 3 to 5 years. 
 
Bauerlein brought up the retirees getting very expensive and suggested merging the early retirees in with the actives.  Dickerson mentioned the participants electing COBRA for 18 months instead of paying the retiree premiums.  Dickerson said the only way we would be able to stop it is if the premiums are less than COBRA, and stated we have to offer COBRA even if they are retired.  She stated anyone who terminates employment has to be offered COBRA.  Dickerson stated that the school retirees’ utilization is very high on hospitalization.  It’s about $1,027 per retiree per year on hospitalization.  The state retirees’ biggest utilization is with specialty care.  That tells her that the retirees are sicker, and they are going to the hospital using a lot of their benefit dollars, and a lot of it is that we have adverse selection.  We are just keeping the sick ones on there, specifically on the school side.  

Dickerson discussed having our own plan.  That’s what the state of OK. MS and LA do as well as other states.  They have their own PPO plan plus they have plans that are fully insured.  Some of the states have their own plan and they administer it and pay the claims and have their own provider network.  Dickerson stated we can dictate this is the amount we will pay to the physicians and they can contract with us or not.  We can do that with the hospitals as well.  This is something to consider doing within our 3-5-year plan.  McCook stated that it should be a directly administered program and not one where EBD would hire employees to pay vendors out of the trust fund.

There being no further business, the meeting adjourned.



