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 1                THURSDAY, MARCH 26, 2015, 9:00 A.M.
  

 2                             ---oOo---
  

 3               CHAIRMAN DROZDOFF:  We'll call the meeting to
  

 4   order.  And Lori, I'll let you take the role.
  

 5               MS. JOHNSON:  Ann Andrews is excused.  Don
  

 6   Bailey.
  

 7               MEMBER BAILEY:  Here.
  

 8               MS. JOHNSON:  Chris Cochran is excused.  Jacque
  

 9   Ewing-Taylor.
  

10               MEMBER EWING-TAYLOR:  Here.
  

11               MS. JOHNSON:  Jeff Garofalo.  Rosalie Garcia.
  

12   Sorry.  Rosalie Garcia.
  

13               MEMBER GARCIA:  Here.
  

14               MS. JOHNSON:  Jeff Garofalo.
  

15               MEMBER GARCIA:  He is here but he stepped out for
  

16   a moment.
  

17               MS. JOHNSON:  Bob Moore.
  

18               MEMBER MOORE:  Here.
  

19               MS. JOHNSON:  Judy Saiz.
  

20               MEMBER SAIZ:  Here.
  

21               MS. JOHNSON:  Leo, we have a quorum.
  

22               CHAIRMAN DROZDOFF:  Leo, so we have a small room,
  

23   a lot of audience.  I'd like to ask the audience to keep the
  

24   chatter down.  We had some complaints last time about side
  

25   chatter and folks not able to hear the discussion.  So if you
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 1   do need to talk, I would ask you to head outside.  And for
  

 2   the folks here in Carson, we want to make sure we speak at a
  

 3   voice that everybody can hear that would be great.
  

 4               As far as the plan today, we'll take public
  

 5   comment here.  And I guess by show of hands -- I'm assuming
  

 6   most people are interested in the rates.  But are there any
  

 7   other folks with public comment that want to talk about
  

 8   either the legislation, which is Agenda item 6, or the US
  

 9   Preventive Medicine website?  If so, can you raise your hand.
  

10   Is this on USPM?  All right.  So I think what we'll do then
  

11   is we'll take -- we'll do a general public comment and so
  

12   that way if folks want to talk about rates they can do so
  

13   now.  And if they -- And then we'll do another public comment
  

14   before Agenda Item 5 with regard to USPM.
  

15               So with that, I'll open up public comment here
  

16   and in Las Vegas.
  

17               MR. BIBB:  Thank you, Mr. Chairman.  For the
  

18   record, I'm Marty Bibb with the Retired Public Employees of
  

19   Nevada.  And specific to Agenda Item 4 that deals with rates,
  

20   there's something that's not clear to me based on one of the
  

21   bill introductions.  Just the other day, I believe it was
  

22   Monday, Senate Bill 505 was introduced and it addresses
  

23   specifically the premium holidays for PEBP for this upcoming
  

24   year.  And I note that it refers to the bill providing
  

25   premium holiday requiring the participating state agency only
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 1   pay the subsidy for the first ten months of fiscal year '14,
  

 2   2014-2015, which I believe started on July 1, 2014, and ends
  

 3   on June 30, 2015, unless there is an error in this bill.  And
  

 4   I just wanted to know if that is, indeed, the intent or if
  

 5   the premium holidays were supposed to be for the biennium
  

 6   that begins on July 1, July 1, 2016.  I'm getting some
  

 7   response from the finance officer.  That apparently is
  

 8   supposed to be for the fiscal year we're currently in; is
  

 9   that correct?
  

10               MR. RAHMING:  That's correct.
  

11               CHAIRMAN DROZDOFF:  I'm sorry.  I was looking at
  

12   the office officer and referring to the finance officer.
  

13               MS. GLOVER:  Yes.
  

14               MR. BIBB:  Okay.  Well, that is helpful.  So it
  

15   will actually be for this fiscal year we're currently in.
  

16               And I would hope perhaps at some point,
  

17   Mr. Chair, as we deal with the rates and that sort of thing
  

18   that maybe we can get a clarification of what the
  

19   contributions that don't have to be made by the state for
  

20   those two months will amount to I'm sure that between the
  

21   finance officer and the office officer.  Perfect.  That would
  

22   be great.
  

23               On plan year rates, I'm not sure if there is
  

24   anything that will deal with the -- deal with the issue of
  

25   local government pre-Medicare retirees other than the
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 1   temporary reg, which is due to be addressed next week, I
  

 2   believe it is, at the PEBP board meeting.  I don't know if
  

 3   there will be something that will be addressed.
  

 4               I've done just a quick take-off based on
  

 5   information that the plan provides.  And it appears -- it
  

 6   appears to us from the presentation that PEBP made to -- that
  

 7   PEBP made to the money committees early on in the session or
  

 8   just the pre-session money committee meeting that by FY '17,
  

 9   which begins in July, on July 1 of 2016, that there should be
  

10   about 1411 local government pre-Medicare retirees in the
  

11   plan.  And I'm looking at the PEBP handout.  I'm just simply
  

12   using what was provided.
  

13               We've done a little take-off and that is a 28
  

14   percent decrease from the previous fiscal year.  So just by
  

15   trying to carry that out a little bit, it looks to us that by
  

16   2019 that would leave somewhere around 500 local government
  

17   pre-Medicare retirees in the plan, which we think is a very
  

18   manageable number, because we're still hoping that there can
  

19   be some financial relief at some point for some of these
  

20   folks, recognizing that your temporary reg for next week is
  

21   revenue neutral.  There will be winners and losers, which was
  

22   not hopefully the intent as we close out the 2013
  

23   legislature.  But we're already hearing from some who will be
  

24   losers.  We're not hearing from anybody who is a winner.  But
  

25   that is to be expected, I think.  So the problem exists and
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 1   continues to exist and I simply wanted to make a point.
  

 2               My only other thought is on customer service,
  

 3   which is dealt with for US Preventive Medicine in Agenda Item
  

 4   5.  And I simply would still like to put on record that we
  

 5   believe there needs to be some commitment from one exchange
  

 6   for permanent on-site customer service with support for the
  

 7   11,000 Medicare retirees in the exchange at their expense,
  

 8   not at plan expense.  That is done currently for the folks
  

 9   who are non-Medicare retirees in this plan by HealthSCOPE at
  

10   HealthSCOPE's expense.  And we don't think it should be any
  

11   different for Medicare exchange retirees.  That includes my
  

12   testimony, Mr. Chair.
  

13               CHAIRMAN DROZDOFF:  Thank you, Marty.
  

14               MR. BIBB:  Thank you.
  

15               CHAIRMAN DROZDOFF:  Let's take board comments in
  

16   Carson.  Rosalie or Jeff, if you can let me know if there's
  

17   folks in Las Vegas that want to make a public comment.
  

18               MEMBER GARCIA:  We have one person who would like
  

19   to comment on Agenda Item 5.
  

20               CHAIRMAN DROZDOFF:  All right.  Well, as I said,
  

21   unless that person is planning to take off, I was planning to
  

22   do a separate public comment on Agenda Item 5.
  

23               MEMBER GARCIA:  Okay.  That's fine.  I'm sorry.
  

24   She asked what time do we plan on getting to that Agenda 5.
  

25               CHAIRMAN DROZDOFF:  It's hard to say.  We're
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 1   doing rates, so it's hard to say.  It could take a while.  If
  

 2   she has to leave, she can come up now.
  

 3               MEMBER GARCIA:  She'll come up now.  Thank you.
  

 4               Can you hear us there?
  

 5               MS. CAMERON:  Can you hear me?
  

 6               CHAIRMAN DROZDOFF:  Yes and yes.
  

 7               MS. CAMERON:  Chair and board members, my name is
  

 8   Vicki Cameron.  I am a non-state, non-Medicare retiree.  I
  

 9   would like to know how AB 426 would affect my PEBP coverage,
  

10   as section 12 appears to eliminate any retiree who retired
  

11   before 2015.  I am in support of the temporary regulation
  

12   that you're going to pass next week.  But when this bill came
  

13   out just this last week on Monday, it concerns me as to how
  

14   it actually affects the retirees who are currently in the
  

15   PEBP system.  Thank you.
  

16               CHAIRMAN DROZDOFF:  Okay.  So that actually -- We
  

17   do have Agenda Item 6, which we will hear from staff about
  

18   their sense or any insights they have on both all the
  

19   assembly bills and senate bills.  So I would encourage you,
  

20   if possible, to stick around.  But we will be discussing all
  

21   of these bills later on in the meeting.
  

22               Is there any other comments in Carson City?
  

23   Okay.  So seeing none, I think we will go to Agenda Item 3.
  

24   Kirby, are you going to -- how are we going to do this?
  

25               MS. BOSLEY:  I think we're going to go to the
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 1   table.
  

 2               CHAIRMAN DROZDOFF:  So bear with us.  We're going
  

 3   to get people resituated.
  

 4               MEMBER GARCIA:  Mr. Chair, this is Rosalie.  I
  

 5   believe we have one person at the Nevada System of Higher
  

 6   Education office conference room.  I don't know if he might
  

 7   want to make a public comment, but I want to go ahead and
  

 8   extend that.
  

 9               MR. DOLAN:  Hi.  This is Paul Dolan with Health
  

10   Plan of Nevada.  I'm down here at the higher education
  

11   office.  I have no comments at this time though.
  

12               CHAIRMAN DROZDOFF:  Thanks, Rosalie.
  

13               Whenever you all are ready, you can get going.
  

14               MR. RAHMING:  We're playing the chair game.  For
  

15   the record, I'm Roger Rahming, Operations Officer, Public
  

16   Employee Benefits Program.  We thought it would be important
  

17   to go over just a very short overview of the process and the
  

18   procedures for setting rates, as many of our board members
  

19   are new and we appear to have a fairly large audience.
  

20               First what we're going to go through and that
  

21   will follow us will be a presentation from Aon.  They're
  

22   going to talk a little bit about what they see nationally.
  

23   They'll then focus on specific to PEBP.  But part of the
  

24   optics, and I think we have to be very mindful, and I know
  

25   Stephanie is going to cover this, is what is the rate impact
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 1   of the plan enhancements.  So again, she's going to talk
  

 2   about that.  And I just think that's very important for us to
  

 3   be mindful of that aspect.  Steve will talk a little bit
  

 4   about what he sees as drivers nationally.
  

 5               And then after that we'll have Tena, Celestena
  

 6   Glover, who is our CFO, she'll talk about the reserves, what
  

 7   does she see in the reserves, the burn down rate of that
  

 8   reserve, again translating those plan designs that we've
  

 9   committed for in '15, '16 and '17 what the financial impact
  

10   of those happen to be.  Again, with that focus on we're
  

11   pulling all of these out of reserve at this point.  So at
  

12   some point when these reserves burn down there's going to be
  

13   rate shock.  So once we go through that process and she will
  

14   take the trend that comes from Aon and translate that in to
  

15   our changes in rate, so she'll present some rate cards.
  

16               With the board's indulgence, I would like to
  

17   circle back around to this concept of rate shock.  And we
  

18   talked about this extensively inside of PEBP and we have some
  

19   ideas of what we need to do to perhaps mitigate that.  Part
  

20   of it will be the communication string because many don't
  

21   recall that these are coming out of reserves and it would
  

22   really have an impact once the reserves are gone.  So once we
  

23   set rates, again, I would like to circle back around and
  

24   close this aspect with that concept of, again, rate shock.
  

25               Now, like many things, task at hand is focus on
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 1   rates, so I don't want to belabor that.  So I would say we'll
  

 2   follow with Aon's presentation.
  

 3               CHAIRMAN DROZDOFF:  Thanks, Roger.  That sounds
  

 4   like a good approach.  And I know certainly for the board
  

 5   members that have been here a while, I think that the one
  

 6   concern that we've always had in, if you would, sort of
  

 7   artificially keeping rates low is at some point that was not
  

 8   sustainable.  So I think the approach makes sense.  We look
  

 9   forward to it and I think it is a discussion we are ready to
  

10   have.  And if there's ideas to ameliorate it, that's even
  

11   better.
  

12               Okay.  So, Kirby, go ahead, whenever you're
  

13   ready.
  

14               MS. BOSLEY:  Good morning, Mr. Chair, Members of
  

15   the Board.  I'm Kirby Bosley with Aon Hewitt.  And really to
  

16   confirm and support what Roger has said --
  

17               MEMBER GARCIA:  We can't hear.  I'm sorry.  This
  

18   is Rosalie down in Las Vegas.
  

19               MS. BOSLEY:  Thank you.  So what I would like to
  

20   do is just say again maybe in a different way that we have an
  

21   obligation here, an objective, of using the reserves for the
  

22   benefit of the members and at the same time using the
  

23   reserves and setting our rates in a prudent fashion so that
  

24   we also sustain the program going forward.
  

25               We brought today, and I want to introduce him,
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 1   Steve Caulk.  Steve is an actuary sitting behind me from our
  

 2   Denver office.  We brought him because Steve is in charge of
  

 3   Aon's trend analytics for our company.  And also you may
  

 4   recall in January we came out and talked about some trend
  

 5   industry standard reports and Steve is also our liaison for
  

 6   that and helped develop that.  So he can answer questions
  

 7   about trend.  It is important to keep in mind not only this
  

 8   program but where we are in the trend cycle in the aggregate
  

 9   and in the state.  So he will speak to that.  And that's it.
  

10               CHAIRMAN DROZDOFF:  Okay.  Whenever you're ready,
  

11   Stephanie.
  

12               MS. MESSIER:  Good morning, Mr. Chairman and the
  

13   Board.  Once again, this is Stephanie Messier with Aon Hewitt
  

14   for the record.  We appreciate the opportunity to come before
  

15   you this morning and first just want to provide an update
  

16   from the numbers we provided to you in January to give you a
  

17   better update of where your plan has come in this last couple
  

18   of months as well as what we're recommending to where you're
  

19   going for your upcoming plan year.
  

20               So the top of this slide is exactly what we
  

21   presented to you in January.  It's a graph of your six over
  

22   six and 12 over 12 month trends for both medical and pharmacy
  

23   combined.  The lighter blue color is your six over six, which
  

24   is just doing six months over six months, so it's a little
  

25   bit more volatile than what you're going to see when you
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 1   include 12 months over 12 months but sometimes can be a
  

 2   better leading indicator of where you're headed.  We also
  

 3   have the upper right-hand box showing you what we were
  

 4   estimating that we would be recommending for trends sitting
  

 5   here today.  So we were thinking three to seven for medical
  

 6   and pharmacy, somewhere in the range of three to five percent
  

 7   for dental.
  

 8               The bottom part of the slide has been updated
  

 9   with your more recent experience.  So we now have data paid
  

10   through February.  We are always looking on an incurred
  

11   basis.  So that's why you will see numbers through January.
  

12   We want at least one month of lag so we're completing your
  

13   claims less, touching them less, using more actual claims
  

14   giving a little more credibility to the experience we're
  

15   using to project forward.
  

16               And as can you see there, the curves were moving
  

17   up definitely in the most recent 12-month period.  But as of
  

18   January, you are -- have taken a little bit of a dip.  So
  

19   you're going to be hearing about it a little bit probably
  

20   from Steve as well as myself.  Your claims are very volatile,
  

21   more so than we would expect to see with a group your size.
  

22               As recently as November 2014, your combined
  

23   medical and pharmacy trends were up at 7.1 percent.
  

24                  (The court reporter interrupts)
  

25               MS. MESSIER:  And then as of January '15 it was
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 1   3.4 percent.  So within a two-month period just shifting
  

 2   those claims by two months you're seeing a drop of four
  

 3   percent.  And you can also see conversely a rise of four
  

 4   percent.  So we're definitely seeing your trends move about
  

 5   more than we would, again, expect to see just as we're moving
  

 6   through time with a plan of your size.
  

 7               And so you will also see on the bottom right-hand
  

 8   side in the blue box what we are proposing in terms of our
  

 9   trend versus what we were expecting to be able to propose two
  

10   months ago.  We're looking at a five percent for medical, 15
  

11   percent for pharmacy, and two percent for dental.  And we do
  

12   have slightly different numbers on the non-state side.
  

13               MEMBER MOORE:  Do we ask questions as we --
  

14               CHAIRMAN DROZDOFF:  Yeah, I think that's fine.
  

15               MEMBER MOORE:  What is that blended trend for
  

16   all lines of coverage?
  

17               MS. MESSIER:  For all of them combined?
  

18               MEMBER MOORE:  Yes.
  

19               MS. MESSIER:  Because you have a different
  

20   membership in the dental and it's larger, we typically are
  

21   not combining them.
  

22                  (The court reporter interrupts)
  

23               MEMBER MOORE:  About ten percent roughly?
  

24               MS. GLOVER:  This is Celestena Glover.  I'm the
  

25   chief financial officer for PEBP.  I did a quick combination.
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 1   It looks to be about 11.
  

 2               MEMBER MOORE:  About 11, thank you.
  

 3               MS. MESSIER:  Any other questions?
  

 4               CHAIRMAN DROZDOFF:  And I'm assuming this is
  

 5   going to come up.  Obviously the eye-popping number is the 15
  

 6   percent for pharmacy.  So I would be curious as you're
  

 7   talking, you know, you said you're surprised at the
  

 8   volatility in the plan.  And I guess I am too.  I also do
  

 9   know that there are a number of, and this is good news, it's
  

10   a good news thing.  But, I mean, there's a number of new
  

11   drugs out there, especially, I believe, in the hepatitis C
  

12   field that are truly lifesavers but very expensive.
  

13               And so I would be curious to know as you're
  

14   talking through this, I don't need an answer now, how much of
  

15   this is our plan volatility and how much of this is -- can be
  

16   perhaps attributed to the fact that there's, you know, these
  

17   new but expensive drugs that are out there, that is not just
  

18   us.
  

19               MS. MESSIER:  Absolutely.  And that's definitely
  

20   something I think Steve will be best suited to speak to,
  

21   maybe even in the next slide if we can move to the next one.
  

22   Any other questions on this one before we move along?
  

23               Okay.  So teaming up for Steve here, this is an
  

24   update.  Again, we showed this in January and we have a
  

25   couple of months of additional data.  As well as the
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 1   volatility that you're seeing in your plan, the State of
  

 2   Nevada is seeing much more volatility than we would expect
  

 3   and I think because Steve works so closely with the S and P
  

 4   if it's all right, I'm going to go ahead and turn this
  

 5   portion over to him.
  

 6               MR. CAULK:  This is Steve Caulk with Aon Hewitt
  

 7   for the record.  So trust all of these questions, combined
  

 8   pharmacy first.  We see a lot of activity in the pharmacy
  

 9   world, particularly in what we call the specialty segment.
  

10   And when we analyzed your data, in particular, the State of
  

11   Nevada or the PEBP has a lot of specialty utilization
  

12   currently.  We see a lot of drugs.  You mentioned the hep C
  

13   which is the blockbuster that's in the headlines.  There's
  

14   something like 40 specialty drugs that were approved in 2014.
  

15   So there's a lot of other ones that are also coming through
  

16   treating things like arthritis and other disease states and
  

17   somewhat more unique or not so prevalent disease states as
  

18   well.  And those tend to have a very high cost to those.  So
  

19   that lends a lot to the volatility.  If you think of in the
  

20   past we've seen drugs such as Lipitor and the broad base
  

21   drugs that apply to a lot of the population.
  

22               As we move forward in to the future and estimate
  

23   that, we see -- the big one, you'll read about is the
  

24   cholesterol drugs and they're PSK 09 inhibitors and these are
  

25   going to be very expensive drugs but they're going to be part
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 1   of the whole management of cholesterol.  They'll be very
  

 2   particular especially for employees and people who have had a
  

 3   problem with cholesterol over time.  So we're closely
  

 4   watching those and we expect the first approvals in 2015-ish.
  

 5   And so that's one of the big impacts.
  

 6               So this partly does lead a lot in to the
  

 7   volatility.  We see this across the board in the pharmacy
  

 8   spent because there's a lot of activity there.  And a lot of
  

 9   times the plans will be hit according to their populus and
  

10   how those drugs particularly intersect with your disease
  

11   states.
  

12               In terms of the S and P, the other thing I'll
  

13   mention, the two lines, the darker line is the State of
  

14   Nevada.  And so you can see that from a national perspective,
  

15   Nevada is a little more volatile compared to national than
  

16   what I see in other states.  So as I pull through I think you
  

17   have some unique health care delivery system things you
  

18   worked through in terms of the different segments of Nevada,
  

19   the north and the south, and the different providers as well
  

20   as the economic influences on health care trends.  When we
  

21   study health care trends, there's a high correlation between
  

22   GDP growth and recession and recovery cycles in terms of how
  

23   that influences your health care spent.  So to the extent the
  

24   state lags or hits a deeper recession, we expect that to
  

25   influence your health care spent more dramatically as well,
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 1               MS. MESSIER:  Any questions for Steve?
  

 2               MEMBER MOORE:  For the record Bob Moore.  Did I
  

 3   hear you correctly that our specialty utilization is
  

 4   significantly different than other populations?
  

 5               MR. CAULK:  I might not have used significantly,
  

 6   but it's higher than national norms.
  

 7               MEMBER MOORE:  Okay.  And to what might we
  

 8   attribute that?
  

 9               MR. CAULK:  It will depend basically on your
  

10   disease states in terms of, so for instance, the hep C would
  

11   be an easy one to point to in terms of that prevalence and
  

12   not only prevalence but the utilization.  I think we'll see
  

13   in '15 that increase as that becomes more known and people
  

14   see that as more appropriate treatment.
  

15               MEMBER MOORE:  Thank you, Steve.
  

16               MR. CAULK:  Thank you.
  

17               MS. MESSIER:  Any other questions?  Next I have
  

18   your rate build up slide.  There are a lot of numbers on this
  

19   slide.  Mr. Chairman, do you feel like we should go step by
  

20   step through the rate calculation, would that be beneficial
  

21   for the board, or would you rather do high level?
  

22               CHAIRMAN DROZDOFF:  I think the former.
  

23               MS. MESSIER:  Okay.  Great.  So the slide here is
  

24   first going to be for state and we do have a separate exhibit
  

25   for non-state.  And I do apologize, there was some additional
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 1   numbers I wanted to provide to you so they did not make it in
  

 2   to that initial packet, but you should have received those
  

 3   two additional sheets this morning.  So please focus on those
  

 4   if you can because they will have additional numbers at the
  

 5   bottom that the prior sheet did not provide.
  

 6               So we're going to take your state group here and
  

 7   we cut it by your three different products.  We have medical,
  

 8   pharmacy, and dental.  So I will take you down the
  

 9   calculations for medical.  First we're just going to list how
  

10   many current subscribers are in the plan.  Next, we have the
  

11   two different periods that we are looking at.  So the prior
  

12   column is going to be going from February of '13 through
  

13   January of '14, a 12-month period, and these are incurred
  

14   dates that we are looking at.  And then the next period is
  

15   going to be February through January 2014 through 2015.  And
  

16   again, we do have that one month of claim lag.  So we do have
  

17   claims paid through February and we do complete the claim a
  

18   little bit because we know not everything is going to be paid
  

19   in 30 days.
  

20                  (The court reporter interrupts)
  

21               MS. MESSIER:  So then the next line you have is
  

22   your incurred claims.  You have about 90 million dollars of
  

23   incurred claims in that prior period for medical and about 96
  

24   million in the next period for medical.
  

25               We would take that and divide it by the number of
                 CAPITOL REPORTERS (775) 882-5322

19



 1   subscribers months to get your PEPMs.  So you are running at
  

 2   425 in the prior period up to 432 in the most recent period.
  

 3   Dividing those two numbers, the 432 by the 425, gets you to a
  

 4   1.6 percent trend.
  

 5               The important thing to note is as of last month
  

 6   when I did the same calculation and I had data just as of two
  

 7   weeks ago, I did not have the February data, that number was
  

 8   6.0 percent and that's where we're indicating we are.  We are
  

 9   seeing some volatility in your claims.  Most recently it was
  

10   that January period that was two million dollars higher.  So
  

11   as it moves from one period to the next it can change your
  

12   trend by four percent.
  

13               MEMBER MOORE:  Mr. Chairman.
  

14               CHAIRMAN DROZDOFF:  Go ahead.
  

15               MEMBER MOORE:  By dropping and adding one month,
  

16   it went from six-point-something to 1.6?  That's huge.
  

17               MS. MESSIER:  It is huge.  It's something we
  

18   would not have expected to see.
  

19               MEMBER MOORE:  It's almost incomprehensible in
  

20   one month for that to happen.
  

21               MS. MESSIER:  Yes.  It was a nine million dollar
  

22   month.  So when nine million came out of, it's an average of
  

23   seven and it's taking that two and then it's adding it now to
  

24   the bottom so the denominator comes off.
  

25               MEMBER MOORE:  What month dropped off?
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 1               MS. MESSIER:  January of '13 dropped off and it
  

 2   was a typical month of seven.  So you dropped off the
  

 3   seven --
  

 4                  (The court reporter interrupts)
  

 5               MEMBER MOORE:  So it's a two million dollar
  

 6   swing?
  

 7               MS. MESSIER:  Yes.  So two million from the
  

 8   enumerator to the denominator flips it by four percent.
  

 9               So then you will see the next line is what we are
  

10   recommending to you today is a five percent number.  Again,
  

11   the board has asked that we use a number that we feel like
  

12   has a 50 percent chance of being over and a 50 percent chance
  

13   of being under.
  

14               Now, typical as actuaries and to ensure the
  

15   financial soundness, we would typically go with something a
  

16   little higher than 50 percent.  We feel more comfortable
  

17   giving you a number higher than 50 percent but you have asked
  

18   us to do the 50 percent number and that is our five percent
  

19   for medical.
  

20               So now applying the five percent to your prior
  

21   and your current will move it forward about 17 and 29 months
  

22   and then blend the two together and we're going to get what
  

23   we are calling your expected claims for policy year 2016 on
  

24   your current deductible plan, all the different plan designs
  

25   that you added for the 2015 year, we're carrying those
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 1   forward in 2016.  We'll get to that in a minute how we're
  

 2   taking that back out is 471.  Now, the board also voted and
  

 3   adopted to add those transgender benefits in the upcoming
  

 4   policy year, so that is the line you will see next.  It's
  

 5   half a percent increased to the claims.  So now the expected
  

 6   claims for policy year '16 on your current plan design is
  

 7   473.
  

 8               Now, last year, the board, as promised, I believe
  

 9   to use reserves to keep it at the prior plan design, which
  

10   was a leaner plan design with a 1900 deductible.  And just
  

11   for ease of labeling, I don't want it to be that it's just
  

12   the deductible that's changing.  It includes the
  

13   co-insurance.  Just for ease of labeling I'm calling it 1500
  

14   deductible versus the 19.  But it is all encompassing of
  

15   these plan design changes that you're making.
  

16               So it's about a two and a half percent price
  

17   difference and that is through the reserves.  So we are
  

18   taking that back out and saying if you had the 1900
  

19   deductible but you're paying for it this way it's about 462.
  

20               Now, the current plan rate is the next line down
  

21   and that's the 43 -- basically 436.  And so that's about a
  

22   six percent increase that you're seeing on the medical side
  

23   just because of how your experience is running and how it was
  

24   priced last year to spend down some of the reserves and this
  

25   six percent increase even though we are applying a five
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 1   percent trend.  Any questions?  And we can walk through
  

 2   pharmacy next.
  

 3               CHAIRMAN DROZDOFF:  So that means if you wanted
  

 4   to have a greater than 50 percent confidence year, the five
  

 5   percent trend would have been up?
  

 6               MS. MESSIER:  Yes, that is correct.
  

 7               CHAIRMAN DROZDOFF:  All right.  Keep going.
  

 8               MS. MESSIER:  So for pharmacy, the math works
  

 9   exactly the same.  We're looking at the same time periods.
  

10   One thing I do want to call out is how much incurred the
  

11   PEPMs are.  So about four lines down on the prior side you
  

12   see a $78 number for basically what I would call calendar
  

13   year '13.  It is one-month difference.  But just for ease of
  

14   labeling.  You had about $78.  In the next year it went up to
  

15   $95.  And you'll see that that trend right there is about 21
  

16   percent.  So from 2013 calendar year to 2014 your pharmacy
  

17   claims were rising by 20 percent.
  

18               The pricing trend I'm recommending today, after
  

19   conferring with Steve and some other members of the trend
  

20   team, is 15 percent, because, as Steve mentioned earlier in
  

21   his testimony, you do have a higher percent of people in that
  

22   specialty utilization and their costs are rising at a higher
  

23   percent than the norm.  Typically we would recommend
  

24   something in the ten to 11 range for pharmacy.  But based on
  

25   the fact that you are trending at 20 percent, we are trying
                 CAPITOL REPORTERS (775) 882-5322

23



 1   to get you that number at 50/50.  We are recommending a 15
  

 2   percent pharmacy increase.  So that gets you to the expected
  

 3   2016 expected claims of $113.  Again, transgender does have a
  

 4   little bit of an impact on the pharmacy of half a percent.
  

 5   So you're looking at $113 as expected claims for your current
  

 6   plan design.  Again, it's a two and a half detriment to get
  

 7   you to the 110.
  

 8               The problem here is the next line down.  Your
  

 9   current rate for pharmacy has not kept up with the high
  

10   pharmacy trends that you've seen over the last two to three
  

11   years.  And as such because it's been moving forward at the
  

12   same rate as medical it is now lagging behind your actual
  

13   experience.  As you can see, $76 is even less than you were
  

14   spending in that calendar year of '13 of $78 and again much
  

15   less of what you saw in 2014 of the $95.
  

16               So the number at the bottom looks more shocking
  

17   but it's just really a true-up trying to get you on a
  

18   pharmacy path of where your pharmacy claims spent have
  

19   actually been up in the $95 and as you move forward with the
  

20   trend it's going to be around 115, 110, with the benefit of
  

21   spending down some of those reserves.  So in the end you get
  

22   to that 44 percent increase number.  Any questions?
  

23               CHAIRMAN DROZDOFF:  I guess I do.  So again, so
  

24   is this just because there used to not be options and then
  

25   there was and then there was just sort of a flood of interest
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 1   and again, a good thing that now folks that had no options
  

 2   had an option.  And, I mean, I guess I'm trying to get to is
  

 3   this -- is this sustained or is this like there's a mad rush
  

 4   and then perhaps a period of quiescence?  If that makes any
  

 5   sense.
  

 6               MR. CAULK:  It does.  And this is Steve Caulk for
  

 7   the record.  In terms of the pharmacy trend, we do predict
  

 8   very high trends for the next couple years when we look at
  

 9   the pipeline.  I mentioned the cholesterol drug.  There's
  

10   something like 3,000 drugs in the pipeline among the
  

11   companies.  So if you look at the range of the industry
  

12   expectations, consensus is somewhere in that 18, 10 to 18,
  

13   percent range.  And there's a big variance in opinions there
  

14   just because it's a little uncertain when the drug gets
  

15   approved as it moves through the clinical trials whether it
  

16   gets stopped, whether it's effective, a lot of things.  But
  

17   there's a significant amount of activity there that we
  

18   haven't seen in the last ten years.
  

19               CHAIRMAN DROZDOFF:  Thank you.  And so again, I
  

20   want to tread real carefully here, but with all of these,
  

21   because, look, I view this as that's what health care is
  

22   about is, you know, there's -- you give people more options,
  

23   but with an eye towards cost.  I guess I'm wondering are you
  

24   seeing -- are there any other sort of tools nationally that
  

25   people are using to perhaps deal with this issue?  I don't
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 1   want to get between a patient and their doctor.  But I mean,
  

 2   are these we're going to try it out and if it doesn't work
  

 3   we're going to try to do something else.  Is there any sort
  

 4   of up-front controls that -- Controls may be even too strong
  

 5   a word.  Up-front evaluations to just make sure that this is,
  

 6   you know, the appropriate course?
  

 7               MR. CAULK:  Right.  So, for instance, on the
  

 8   cholesterol drug it's going to be very important to have a
  

 9   step therapy type program in place so that you don't
  

10   immediately move everybody who is on Lipitor right in to the
  

11   injectables.  So you'll want to have a process in place and
  

12   all the PBMs will be working with that and we will be working
  

13   in terms of making sure the appropriate programs are in
  

14   place.  So this would apply in a lot of places.
  

15               But we'll also note that part of the spillover of
  

16   the high pharmacy costs is going to be lower medical trends
  

17   over time.  I think these medical drugs that can cure hep C
  

18   whereas you were looking at a liver transplant a few years
  

19   ago.  So we are optimistic that long term even though the
  

20   top, even though it looks dramatic on a pharmacy basis when
  

21   you wait it out you are still in a reasonable total medical
  

22   plus pharmacy situation.
  

23               CHAIRMAN DROZDOFF:  And I agree with that.  So
  

24   just so I'm clear, the -- So the numbers that you're going to
  

25   project -- And maybe I should just wait -- but the numbers
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 1   that you're going to project factor in some sort of -- you've
  

 2   already factored in some sort of step process to make sure
  

 3   that it's all of these uses are appropriate.
  

 4               MR. CAULK:  I would say we're assuming there's
  

 5   some level of controls there, yes, and that we're managing
  

 6   that in a reasonable factor, yes.
  

 7               CHAIRMAN DROZDOFF:  All right.  Any other
  

 8   questions?  Okay.  Why don't you keep going.
  

 9               MS. MESSIER:  Okay.  So then finally we come to
  

10   the dental side of the page.  Again, the mathematics is
  

11   working the same.  Your most recent experience is 1.1
  

12   percent.  And so the pricing trend that we're recommending
  

13   today is two percent for dental.  It is below what we thought
  

14   we would be recommending as of January.  January we thought
  

15   maybe three to five.  And so right now we feel like dental a
  

16   number of two percent is a more reasonable number to get you
  

17   to that 50/50.  So then at the very bottom you are running at
  

18   about a $54 in terms of the current plan design.  So
  

19   obviously the 1500 deductible does not apply.  But you did
  

20   enrich the benefits for dental in policy year '15, so that is
  

21   shown there.
  

22               The line below it was an eleven percent
  

23   difference.  You definitely gave a nice boost to the plan
  

24   last year, so it's 11 percent price difference.  So we're
  

25   saying that the price for that leaner plan that you had two
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 1   years ago was $48.  Your current rate is very close to that
  

 2   at 46.60.  So it's only a 2.5 percent increase at the bottom
  

 3   of the page there.  Any questions before I move on to
  

 4   non-state?
  

 5               CHAIRMAN DROZDOFF:  No.
  

 6               MS. MESSIER:  So non-state I'll go a little bit
  

 7   faster just because, again, the math continues to be the
  

 8   same.
  

 9               So the most recent experience trend that the
  

10   non-state side has seen, and it's important to keep in mind
  

11   here that top line of current subscribers.  This is not a
  

12   credible group.  You do not have enough experience in this
  

13   group to be fully credible in and of itself.  It is a
  

14   dwindling group.  And so, again, it's going to see even more
  

15   volatility than we would see on your larger plan.
  

16               So you're seeing about a seven percent most
  

17   recent experience trend.  Seven percent is what I'm
  

18   recommending for your pricing trend again at 50/50 chance of
  

19   being over or under.
  

20               Down there at the bottom with the plan design and
  

21   the subsidy that was provided we're thinking 658.  Your
  

22   current rate is 621.  So that's an increase again of about
  

23   six percent, similar to what we're seeing on the state side.
  

24   Even though the pricing trends that we're recommending is
  

25   different.
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 1               Going over for pharmacy, they're currently seeing
  

 2   a decrease.  They're seeing a minus 11 percent experience
  

 3   number.  However, I don't expect that to continue so I'm not
  

 4   putting in a negative pricing trend.  I'm using ten percent.
  

 5               Again, the same drugs that are coming out for the
  

 6   state population are coming out for the non-state population.
  

 7   Just because their current appearance is not running as high.
  

 8   And if you notice, the PEPMs are already very high.  They're
  

 9   $181 at calendar year 2013 and $160 in calendar year 2014.
  

10   Again we see that drop.  But that is definitely higher than
  

11   you're seeing on the state side.  Given the population in the
  

12   non-state plan, it's not surprising that the pharmacy spend
  

13   is larger on a PEPM basis.
  

14               So at the bottom there you are seeing a 19
  

15   percent increase over the current plan rate of 170.  We're
  

16   expecting this plan to be about 202 in plan year '16.
  

17               And then on the dental side the experience is
  

18   coming in much closer to the two percent pricing trend that
  

19   we're recommending.  It's currently running at 1.7 percent.
  

20   We are recommending two percent.  So the final numbers at the
  

21   bottom of the page is $38 for the current.  $35 gives you
  

22   seven percent.
  

23               Do we have any questions on the non-state side?
  

24               MEMBER MOORE:  Mr. Chairman, for the record, Bob
  

25   Moore.  You made a comment that intrigued me.  This group is
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 1   not credible.
  

 2               MS. MESSIER:  Their experience is not credible.
  

 3               MEMBER MOORE:  Their experience is not
  

 4   mathematically statistically credible, which means it's not
  

 5   statistically believable.
  

 6               MS. MESSIER:  Yes.  Predictable.
  

 7               MEMBER MOORE:  Is there any mathematical reason
  

 8   why this group should not be included in the larger group to
  

 9   the extent that this group is not statistically credible?
  

10               MS. MESSIER:  I think that's certainly something
  

11   that the board could decide.
  

12               MEMBER MOORE:  That wasn't the question.  Is
  

13   there any mathematical reason -- To the extent that this
  

14   group is not statistically credible, is there any
  

15   mathematical reason this group should not be included in the
  

16   larger group?
  

17               MS. MESSIER:  There's no mathematical law that
  

18   would give support to them being excluded or included.
  

19               MEMBER MOORE:  What would happen to the larger
  

20   group's rates if this group was included in the larger group?
  

21               MS. MESSIER:  Looking at their PEPMs, the state
  

22   group would increase.
  

23               MEMBER MOORE:  Go up?  By a point, two points?
  

24               MS. MESSIER:  I would need to calculate it.  I
  

25   wouldn't want to speculate.  But it would go up.  Steve, do
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 1   you want to --
  

 2               MR. CAULK:  This is Steve Caulk for the record.
  

 3   I just wanted to clarify when we talk about credibility
  

 4   there's a difference, Stephanie, I think you were talking
  

 5   about in terms of trend versus experience.
  

 6               MS. MESSIER:  Right.
  

 7               MR. CAULK:  And I think that's a little
  

 8   confusing.  So when you look at credibility, it's not a yes
  

 9   or no necessarily.  It can be a range.  So just looking at
  

10   the experience partly why Stephanie blends two years is to
  

11   lend credibility to the experience level.  But when she was
  

12   talking about trend, I think the confusion was we wouldn't
  

13   call this group credible to rate on a trend perspective, so
  

14   we go back to the trend.  And I think that was the difference
  

15   we just wanted to call out.
  

16               MEMBER MOORE:  Okay.  I picked up on the comment
  

17   the group is not credible.  So you clarified that.  I still
  

18   agree with Stephanie.  Thank you.
  

19               MR. CAULK:  Thank you.
  

20               MS. MESSIER:  So finally, as Roger alluded to
  

21   earlier this morning, we wanted to provide where your rates
  

22   are headed going in to not only plan year '16 but plan year
  

23   '17 as well.  So I believe Tena is going to speak to this but
  

24   the board has promised the current plan design all the way
  

25   through policy year '17.  So we kind of wanted to model for
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 1   you what those numbers might look like if you deviate from
  

 2   the recommendations as put forth today.
  

 3               So the very top of the grid here is the PEPMs.
  

 4   And we combined state and non-state just to simplify the
  

 5   exhibit for you of where the medical, pharmacy, dental and
  

 6   then in total it's coming in at.  So currently last year at
  

 7   this time the initial proposal for the 1500 plan design was
  

 8   to have, it was going to be about a $627 rate.  Then with the
  

 9   plan design changes that were recommended and using the
  

10   reserves, that's that minus 2.4 percent gets you to the 607.
  

11               Further action was taken at that time to use a
  

12   three percent trend rather than the six percent.  So the rate
  

13   that was put in place for this current policy year was the
  

14   576.
  

15               Now, it's looking like you're going to end up
  

16   somewhere in between that 627 and the 607.  But you are
  

17   definitely not going to come in at the 576.  Again, that was
  

18   a purposeful decision to burn down the reserves.  But we just
  

19   want to keep the board, and I believe they are aware, you are
  

20   running above where you set the rates and that was purposeful
  

21   for burning down the reserves.  But eventually at some point
  

22   as your plan continues to move forward with trend, you are
  

23   going to have to make up that gap that was introduced last
  

24   year.
  

25               So the next section down is the 2016 plan year
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 1   with the current 1500 plan design and the numbers we were
  

 2   projecting, we project that the year will end at 658, keeping
  

 3   the current subsidization in place to provide the richer plan
  

 4   design while burning down reserves.  You're going to be
  

 5   implementing if you adopt the recommendations as put forth
  

 6   today a 638 number, which overall is that 10.8 percent
  

 7   increase over the prior year's rates.
  

 8               If you were out of reserves today, you would be
  

 9   facing a 14.3 percent increase to be able to keep the current
  

10   plan in place for your members.
  

11               Now, moving forward to 2017, we are expecting
  

12   about a six percent trend on medical.  We think pharmacy will
  

13   temper a little bit and be at 12 percent and another two
  

14   percent increase for dental.  At this time next year we're
  

15   probably looking at $703 for the current plan design, which
  

16   would be a ten percent increase at that time.  If they were
  

17   to go back and put back in the prior plan design, it would be
  

18   the 681 number.
  

19               So we just wanted to keep in mind if you make a
  

20   deviation, go lower today, that 703 will not be changing.
  

21   That's most likely what that plan will look like and how much
  

22   it will cost in 2017.  Obviously things change.  It's very
  

23   hard to predict the future.  But if everything happens as
  

24   we're predicting, that's the number you would be looking at
  

25   at that time.
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 1               Any questions on that slide?
  

 2               All right.  So that concludes mine and so we'll
  

 3   turn it over to Tena.
  

 4               CHAIRMAN DROZDOFF:  So as we're making changes,
  

 5   it was brought to my attention that the question that I was
  

 6   raising about control of these new drugs that Donna Lopez may
  

 7   have something to add.  So I'm going to, as we're swapping
  

 8   out seats, see if Donna wants to chime in and maybe add some
  

 9   clarity to my muddled question.
  

10               MS. LOPEZ:  And I do.  And for the record my name
  

11   is Donna Lopez, and I would just like to respond to some of
  

12   the questions brought up by the chair.  And yes, there are
  

13   processes in place for specialty medications.  There are some
  

14   that require step therapy, many of them that don't.  So, for
  

15   example, if you have multiple sclerosis, there's no step
  

16   therapy for multiple sclerosis medication.  We also have a
  

17   handful of individuals with very unusual diseases who are
  

18   taking very high cost medications.  But those medications are
  

19   life-changing for these people.
  

20               And I was happy to hear some conversation about
  

21   you trade off the cost of the medications to medical.  So
  

22   what we see in the cost of medications we don't see in
  

23   medical anymore.  So for example, for the hep C medications,
  

24   those medications cure the disease and so it keeps these
  

25   individuals from requiring or needing a liver transplant.
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 1   And I agree with Mr. Chair when you made the comment this is
  

 2   what a health plan is all about.  And again, for those
  

 3   individuals that's totally life-changing and I don't think
  

 4   that anyone in this room would disagree with that.
  

 5               I had some other things I wanted to say.  Oh, for
  

 6   the cholesterol, for the new cholesterol medication, the
  

 7   injectable cholesterol medications that are coming out, those
  

 8   medications are reserved for individuals with real stubborn
  

 9   cholesterol and triglycerides and so that will go through a
  

10   pre-authorization process with our PBM, who is Catamaran
  

11   right now.  So, like I said, it's not everyone who has high
  

12   cholesterol, because, you know, a lot of people do, are going
  

13   to be eligible for that particular medication or medications.
  

14   So I just wanted to clarify that.
  

15               CHAIRMAN DROZDOFF:  That's great, Donna.  That's
  

16   exactly what I wanted to hear.  Thanks.
  

17               Okay.  We'll keep going.
  

18               So maybe I'll ask -- Seeing that we're on to
  

19   agenda item -- We've swapped to Agenda Item 4.  So I guess
  

20   before -- before we do that, I want to give the board one
  

21   last chance and ask staff do we need -- it says for possible
  

22   action.  Do we want to accept the trend?  Do we want to ask
  

23   more questions about the trend?  What's the pleasure of the
  

24   board?  I'll go to Jacque and then Bob.  I can't see you just
  

25   yet, Rosalie, so I'll go to you third, okay.
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 1               MEMBER EWING-TAYLOR:  Thank you, Mr. Chairman.
  

 2   And thanks, Kirby -- Where did you go -- Kirby and all the
  

 3   Aon staff.  This was a good presentation.  I'm inclined to
  

 4   accept the recommendations.  I think it follows along with
  

 5   what we tried to do over the last four or five years,
  

 6   frankly.  It is consistent with the decisions that we've made
  

 7   over the last two years and specifically the design, plan
  

 8   design, decisions that we made last fall.  So when you're
  

 9   ready I would make a motion.
  

10               CHAIRMAN DROZDOFF:  All right.  Let's just see
  

11   what Bob and Rosalie have to say.  Bob.
  

12               MEMBER MOORE:  Thank you, Mr. Chairman.  For the
  

13   record Bob Moore.  I'm okay with the trend assumptions.  It's
  

14   generally not wise to disagree with actuaries, as much as
  

15   you'd like to.
  

16               I'm a little disappointed I didn't get the
  

17   information I asked for.  I asked very specifically what's
  

18   the total gross plan revenue for the rating period.  Don't
  

19   have it.  Don't have a PEPM revenue number.  I don't have the
  

20   beginning or ending reserves for IBNR or the beginning or
  

21   ending reserve numbers for --
  

22                  (The court reporter interrupts)
  

23               MEMBER MOORE:  I didn't receive the information I
  

24   requested relative to beginning and ending reserves for IBNR,
  

25   cat claims, HSA and unrestricted surplus, nor did I get the
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 1   revenue numbers.  I wanted a real simple pay claims loss
  

 2   ratio percent.  Didn't get it.  And I'm a little disappointed
  

 3   that those numbers weren't provided.  Thank you,
  

 4   Mr. Chairman.
  

 5               CHAIRMAN DROZDOFF:  Okay.  Is there any response?
  

 6   As you're contemplating, I'll go to -- Rosalie, what did you
  

 7   want to add?
  

 8               MEMBER GARCIA:  I just wanted to ask given
  

 9   historical projections how was Aon able to change or review
  

10   the previous methodology compared to previous years where we
  

11   can feel more confident with what is being presented right
  

12   now?
  

13               MS. MESSIER:  For the record this is Stephanie
  

14   Messier with Aon Hewitt.  So I think inherently when you get
  

15   new actuaries on a team we all bring our different
  

16   perspectives.  Certainly every year that comes out we do have
  

17   a trend team that has recommendations and they've done a lot
  

18   of research.  So certainly their input every year is going to
  

19   be different.  There's different things coming out.  There's
  

20   different things that have happened in the claims experience
  

21   period.
  

22               Also, the direction of the board to do the 50/50
  

23   number is not I would say as typical as actuaries again
  

24   because we are here to make sure you are financially sound.
  

25   It's very important to us as part of our credentials to make
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 1   sure that there is enough money to pay for the claims in the
  

 2   upcoming plan year.
  

 3               So I think typically we would be recommending a
  

 4   number that is going to be higher than having a 50 percent
  

 5   chance of being over or under.
  

 6               So as the board has directed us to do the 50/50
  

 7   number, the numbers that you're seeing coming through in the
  

 8   last year, especially with these upcoming numbers, are going
  

 9   to be inherently different just by that directive alone.
  

10   Does that answer your question?
  

11               MEMBER GARCIA:  Yes.  Thank you.
  

12               MS. MESSIER:  You're welcome.
  

13               CHAIRMAN DROZDOFF:  Anything else?
  

14               MS. BOSLEY:  Can I?
  

15               CHAIRMAN DROZDOFF:  Yeah, sure, Kirby.  To
  

16   address Bob's question?
  

17               MS. BOSLEY:  Yeah.  Hi, Bob.  It's Kirby.  We did
  

18   receive the request.  We worked on those numbers.  I'm not
  

19   quite sure why you don't have them.  So I want to apologize.
  

20   But we've goy those pulled together and we'll get them to
  

21   you.
  

22               MEMBER MOORE:  Thank you.
  

23               MS. BOSLEY:  Thank you.
  

24               CHAIRMAN DROZDOFF:  So Jacque, I would be happy
  

25   to hear a motion.
                 CAPITOL REPORTERS (775) 882-5322

38



 1               MEMBER EWING-TAYLOR:  Thank you, Mr. Chairman.
  

 2   Yes.  I would move that we accept the recommendations of
  

 3   staff and Aon for the next two plan year trends.
  

 4               CHAIRMAN DROZDOFF:  Is there a second?
  

 5               MEMBER SAIZ:  I'll second that.
  

 6               CHAIRMAN DROZDOFF:  Second by Judy.  Any further
  

 7   discussion?  Seeing none, all those in favors please say aye.
  

 8         (The vote was unanimously in favor of the motion)
  

 9               CHAIRMAN DROZDOFF:  Any opposed?  Motion carries.
  

10               All right.  We'll turn it back to Tena.  Are you
  

11   doing it first?  Okay.
  

12               MS. GLOVER:  Good morning.  My name is Celestena
  

13   Glover.  I'm the chief financial officer for the Public
  

14   Employees' Benefits Program.  My presentation is going to
  

15   continue basically from where Aon's presentation left off.  I
  

16   will talk a little bit more specific about our plan year 2016
  

17   rates and the plan design currently in place.
  

18               We will cover some topics that some of you have
  

19   probably seen over and over again.  It's just to give you a
  

20   background of how our rates are structured, the components of
  

21   those rates.  Basically everything that makes up our final
  

22   rate for the plan year.  We will talk about excess reserve
  

23   projections, so this may provide a little bit of what Bob is
  

24   looking for.  Probably not everything but at least a portion
  

25   of it.  I'll talk about the previous board commitments.  Then
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 1   we'll go in to HMO rates provided by both Hometown Health and
  

 2   Health Plan of Nevada.  We'll talk about the CDHP trend and
  

 3   how it translates in to the rates in our rate cards.  And
  

 4   then we'll go in to the final rate card approval.  There'll
  

 5   be a break in there for us to actually go back and update
  

 6   them and present the final card.
  

 7               So basically, as I said, this is information many
  

 8   of you have probably seen several times.  It's history.  But
  

 9   it gives you an idea of where we go.  So the base rates,
  

10   which you'll hear a lot about, base rates and loaded rates.
  

11   The base rates cover CDHP claims ideally or the HMO premiums.
  

12   We load those rates for admin cost.  These costs can include
  

13   the operating costs of the PEBP office and also
  

14   administrative costs that we pay to the PEBP vendors.  This
  

15   includes our third party administrator, our PBM, our
  

16   enrollment and eligibility vendor, life insurance and things
  

17   of that nature.  And then we'll talk about the base HSA and
  

18   HRA contributions.  All of these items taken together create
  

19   our rates.
  

20               We also will talk about the subsidy components
  

21   for the participants.  And in your board packets I provided
  

22   an appendix that gives you an example of what the rates would
  

23   look like as compared to plan year '15 using Aon's five
  

24   percent medical and 15 percent Rx trends as well as the rates
  

25   provided by the HMOs.
                 CAPITOL REPORTERS (775) 882-5322

40



 1               So the rate structure, again, this is historical
  

 2   information but again an overview.  Back in July of 2011,
  

 3   prior to my arrival at PEBP, this rate structure was actually
  

 4   changed.  So what happens is initially we determine what the
  

 5   average cost of an adult is and the composite cost of a
  

 6   child.  Then the various tiers are set up where the
  

 7   participant, single person, is the average costing adult.
  

 8   Participant with a spouse is twice that cost.  Participant
  

 9   with children, no spouse, would be the average cost of that
  

10   adult plus the composite cost of the children.  And then the
  

11   participant with family is two times the adult cost plus the
  

12   composite cost of children.  This is broken out in to our
  

13   plan tiers and can you see that in the rate so can you take
  

14   the participant rate, double it, and you'll get the
  

15   participant spouse rate.
  

16               We also look at enrollment assumptions.  So we do
  

17   an enrollment projection.  We use the past 48 months plus any
  

18   known changes.  So we are in a legislative session.  For my
  

19   world that means we're building budgets.  In that, we
  

20   determine what we believe our enrollment will be.  We also
  

21   look at are the state agencies asking for additional
  

22   positions.  We try to include that number in the count.
  

23   Currently the non-state retirees, that pool is closed so we
  

24   do not assume any additional non-state retirees coming in to
  

25   the plan.  And then we have been tracking the decrease in
                 CAPITOL REPORTERS (775) 882-5322

41



 1   those non-state retirees pre-Medicare.  Right now they're
  

 2   averaging 30 participants per month leaving the plan.  Of
  

 3   that, half of them are aging in to the Medicare exchange, so
  

 4   they're moving from one plan to another.  The other half are
  

 5   leaving our plan for one reason or another.  Some are going
  

 6   back to old plans and obtained other coverage.  And then we
  

 7   of course have a group that have passed away and are no
  

 8   longer on the plan.
  

 9               Our assumptions include no significant migration
  

10   between the HMO and the CDHP.  No significant changes in
  

11   dependant count for the non-exchange Medicare age retirees.
  

12   And this number is used to allocate all of our fixed
  

13   expenses.  And that's what we refer to as the admin cost.
  

14               So the enrollment projections that you see here,
  

15   this is a revised version of what we actually included in the
  

16   budget.  After looking at the March numbers and going back
  

17   and reprojecting our enrollment, the counts did go up
  

18   slightly.  Initially we had approximately 40,600 total
  

19   participants expected in the FY 16-17.  As you note, that
  

20   number has increased to 41,298 in '16 and 41,937 in '17.
  

21   That also accounts for approximately 921 new positions that
  

22   have been requested by state agencies.  Those positions
  

23   obviously are still pending legislative approval, so they may
  

24   or may not materialize.
  

25               Next we'll discuss the subsidy policy.  So
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 1   currently the subsidy policy is based on a percentage.  This
  

 2   percentage actually determines how much is paid by the
  

 3   employer and how much is paid by the participant.  The
  

 4   subsidies are based on what is currently in our board's
  

 5   duties, policies, and procedures.  That has not changed for
  

 6   the last couple of years.
  

 7               So our base plan, which is the CDHP, or consumer
  

 8   driven health plan, for an employee is 93 percent.  A retiree
  

 9   is 64 percent.  Where we see all other plans in our cases is
  

10   the HMOs that is at 78 percent for an employee and 49 percent
  

11   for a retiree.  The bottom half of that table gives you the
  

12   breakout for dependants that are covered on our plans.
  

13               This basically provides participants a choice of
  

14   opting for lower premiums with higher out of pocket.  That
  

15   would be your CDHP or your PPO plan.  Or lower premiums -- or
  

16   higher premiums lower out of pocket.  Those are the folks
  

17   going on to the HMO plans.
  

18               Since our slide depicts plan enhancements
  

19   approved by the board in November 2013 they include a lower
  

20   deductible, increased co-insurance.  In other words, the plan
  

21   picks up 80 percent instead of the 75 percent it used to pick
  

22   up.  One time additional annual vision exam paid a hundred
  

23   percent by the plan.  This is not subject to the deductible.
  

24   And then we increased the annual dental maximum benefit from
  

25   a thousand to $1500.
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 1               In April, in an effort to continue to use excess
  

 2   reserves, the board approved using this plan enhancement list
  

 3   going in to the plan year '16 and '17.
  

 4               Additionally, we included additional
  

 5   contributions to the HSA and the HRAs for both the CDHP and
  

 6   the Medicare exchange.  We also included additional life
  

 7   insurance benefits.
  

 8               The table here depicts your base HSA and HRA
  

 9   contributions.  $700 for the primary participant, $200 for
  

10   each dependant, up to three dependants.  This also is the
  

11   same as it has been for the last few years.  The table gives
  

12   you a breakout of projected cost for plan year 2016.  The
  

13   total of all plans, actives and retirees both, is
  

14   approximately 42.4 million dollars.  That's what we expect to
  

15   contribute at the beginning of plan year '16 for the CDHP
  

16   participants.  And Medicare exchange will receive theirs on a
  

17   monthly basis.
  

18               So now we talk about some reserve assumptions.
  

19   So at my last check, I estimate that we'll have approximately
  

20   141.5 million dollars available in reserves at the end of
  

21   fiscal year 2015.  That's June 30th.  So of that we have some
  

22   liabilities that obviously we must retain a certain amount of
  

23   money for and that will include the IBNR, catastrophic
  

24   reserve, the HRA reserve, ACA taxes that's we've incurred but
  

25   not yet paid.  So IBNR amount 29.6 million.  Previously in
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 1   the budget we had 40 million.  That is a significant drop.
  

 2   That money then transfers basically from one reserve account
  

 3   to another.  So it goes in to our excess reserves.
  

 4   Catastrophic reserve has been fairly stable.  It's at 23.7
  

 5   million.  I believe we were at 23.1.  So it hasn't changed a
  

 6   lot.  The HRA reserves are based on balances in the HRA
  

 7   accounts at the end of the year that the board has approved
  

 8   allowing participants to carry forward in to future years.
  

 9   And the ACA taxes, these are the patient centered outcomes
  

10   research institute fees.  In '15 that amount will go from one
  

11   dollar per member and this means every member, dependants and
  

12   primaries both, went from one dollar per member to two
  

13   dollars.  And the transitional reinsurance program fees, we
  

14   call them TRP fees, we paid five dollars and 25 -- $5.25 for
  

15   plan year '14.  We still owe a portion of that money.  And in
  

16   plan year '15 that amount dropped to $3.67.  The total for
  

17   all combined is approximately 1.7 million dollars.  The TRP
  

18   fees, they do allow us to pay approximately 90 percent in
  

19   January and defer the last ten percent to November.  So that
  

20   does split our fiscal year when we actually pay the bill.
  

21               This leaves 59.8 million dollars to pay for the
  

22   plan design enhancements the board committed to in November
  

23   of 2013 and April of 2014.  So we are finally seeing the
  

24   reserves burn down.
  

25               Board commitments included additional HRA
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 1   reserves, HRA contributions to the Medicare exchange
  

 2   participants, an additional $400 to the HSA and HRA
  

 3   contribution for the CDHP primary participants, and then an
  

 4   additional $100 to the HSA or HRA for their dependants up to
  

 5   a maximum of three dependants.  This table outlines the cost.
  

 6   So we're looking at 4.5 million for Medicare, 7.6 million for
  

 7   primaries and another 1.4 million for the dependants.
  

 8               Further, you'll see the cost, if you go two lines
  

 9   down from there for the change in the co-insurance, the
  

10   deductibles, annual vision exam, and the dental maximum
  

11   increase.  What you don't see on here is the life insurance
  

12   increase.  That will add another 3.3 million dollars to the
  

13   total cost.
  

14               I have included the wellness credits and the Part
  

15   B credits.  Your total going in to plan year '16 for
  

16   everything besides the wellness in Part B was approximately
  

17   25.1 million dollars.  We did include that in the FY '16 and
  

18   '17 budget.  25.1 million dollars budget in each year to pay
  

19   for everything above the $1900 original plan design.
  

20               The wellness and Part B premium credits actually
  

21   tack on another 8.4 million dollars.  So your total is 33.5
  

22   million dollars burning down reserves.
  

23               The number down there, the 29.6 million, if you
  

24   take out the life insurance, you have 26 million to pay for
  

25   plan design enhancements that the board has already committed
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 1   for in plan year '17.
  

 2               Anybody have questions?
  

 3               CHAIRMAN DROZDOFF:  Tena, it's Leo.  What was the
  

 4   assumption that went in to -- what kind of wellness
  

 5   participation did you estimate to come up with the 7.3
  

 6   million?
  

 7               MS. GLOVER:  So we used a 40 percent
  

 8   participation, which may still be a little high.  However,
  

 9   when we first put this together, the wellness incentives was
  

10   approximately 5.9 million dollars.  But because of the
  

11   board's decision to change the contribution for the CDHP to
  

12   go to their HSA versus premium reductions, that increased
  

13   that number from 5.9 to the 7.3 that you see on the chart
  

14   using the 40 percent.
  

15               CHAIRMAN DROZDOFF:  It increased it because you
  

16   thought more people would do it?
  

17               MS. GLOVER:  No.  It increased it because
  

18   previously a participant only didn't get the full $50.
  

19               CHAIRMAN DROZDOFF:  So it's the seven dollar
  

20   business.
  

21               MS. GLOVER:  So now everybody gets the full.
  

22   There's no where that you would get less than that $50 based
  

23   on the new contributions to the HSA.  HMOs will still get a
  

24   premium reduction but none of their premiums are less than
  

25   $50 so they've always gotten the full 50.  It was the CDHP
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 1   participant only that did not get the full.
  

 2               CHAIRMAN DROZDOFF:  Okay.  I understand that.
  

 3   But you're still guessing.  Are you still estimating a 40
  

 4   percent participation rate?
  

 5               MS. GLOVER:  Yes.  And that is down from what
  

 6   we've us had in previous years.  The previous biennium we
  

 7   were expecting 50 to 60 and obviously that did not occur so
  

 8   we dropped that to 40.  I am going look at what that number
  

 9   is.  And we're going to look at what that number is if we
  

10   drop it to 35 or even 33 percent.
  

11               MEMBER GAROFALO:  Mr. Chairman.
  

12               CHAIRMAN DROZDOFF:  Go ahead, Jeff.
  

13               MEMBER GAROFALO:  Hi there.  Thank you.  So when
  

14   we look at this amount remaining available, whether it's 23
  

15   or 25 or whatever, 29 million dollars, in essence, I
  

16   understand that that's committed for kind of enriched plan
  

17   enhancements for the future.  But I assume that if because we
  

18   have a competence level of 50, which our actuary is not all
  

19   that comfortable with, and our actual experience is greater,
  

20   then those remaining available reserves might be tapped or
  

21   what we would use other reserves like our catastrophic
  

22   reserves to address that and then we would have to make those
  

23   up as time goes on?  I mean, what I'm saying is it seems to
  

24   me like if we have a lower competence level in the plan
  

25   performance and it goes the wrong way for us, we may have to
                 CAPITOL REPORTERS (775) 882-5322

48



 1   pivot and address some of those plan enhancements for future
  

 2   years or rates might go up dramatically.  But at least
  

 3   there's some comfort level because we have this amount
  

 4   remaining available at the bottom of the page that could help
  

 5   us through that and adjust over a year or two.  Does that
  

 6   sound like a fair characterization of where we are?
  

 7               MS. GLOVER:  Yes.  This is Celestena Glover again
  

 8   for the record.  Yes, Jeff, that is a fair assessment.  Part
  

 9   of our discussion was if the board wanted to do something
  

10   other than what was recommended by Aon and what we will
  

11   recommend as we go through the rest of this presentation, it
  

12   could negatively affect the available excess reserves, which
  

13   would require some action, whether that is changing plan
  

14   design to account for those changes or increasing rates and
  

15   premiums to the participants so that the plan design can stay
  

16   the same.
  

17               As we get closer, when we start plan year '16, I
  

18   will be watching those reserves closely.  And in September I
  

19   will provide new reserve numbers.  At that point we'll see
  

20   how they're burning down to see if this is going to cause an
  

21   issue going in to the future planning years.
  

22               MEMBER GAROFALO:  Thank you.  I guess what that
  

23   means is, you know, there's -- even though I'm not all that
  

24   comfortable with the 50/50, that is contrary to the actuary's
  

25   recommendations, I guess I understand why we're doing it and
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 1   there is a level of safety, a factor of safety, in having
  

 2   these excess reserves that might not otherwise be there that
  

 3   we do want to deplete ultimately.  So that's my comment.
  

 4               CHAIRMAN DROZDOFF:  No.  And I think that's --
  

 5   This is Leo, Jeff.  I believe that that is a good way to look
  

 6   at it actually.  Okay.
  

 7               MS. GLOVER:  All right.  So that basically gives
  

 8   you an overview of how we set the rates, what made up the
  

 9   rates in conjunction with the information that Aon presented.
  

10               So from this point forward we will be talking
  

11   about the HMO rates that were provided by both Hometown
  

12   Health and Health Plan of Nevada and we'll look at the CDHP
  

13   rates as they're translated from trend in to actual rates.
  

14               So we'll start with HMOs.  We blend the rates for
  

15   north and south.  The method is used by taking the individual
  

16   premiums weighted by the projected enrollment by tier and
  

17   then combine that to make a single rate.
  

18               CHAIRMAN DROZDOFF:  Tena, I'm curious as you get
  

19   to this chart.  Do you have -- And it might be easier for the
  

20   board.  I mean, do you have what the existing rates are that
  

21   we can write in to this so we can just kind of compare them?
  

22               MS. GLOVER:  I think if you look at appendix A
  

23   there's three pages.  Appendix A has a page one, two and
  

24   three.  Page one is the total rates.  And you'll see CDHP.
  

25   And these are loaded.  So you'll see CDHP and the HMO north
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 1   and south.  North and south we show the rates as blended.
  

 2   Those sheets will also show you the subsidy portion which is
  

 3   the employer contribution and then the premiums that would be
  

 4   paid by the participant.  And this is based on plan and tier.
  

 5   And obviously it's not final rate card but it gives you
  

 6   something to compare it to.
  

 7               The rates that are shown on the table that's up
  

 8   on the screen are the base rates before they are loaded.
  

 9   These are not loaded rates.  So your appendix has the loaded
  

10   rates.
  

11               CHAIRMAN DROZDOFF:  Okay.  So the rate -- Because
  

12   I'm looking at appendix A.  I guess --
  

13               MS. GLOVER:  So if you look at the second column,
  

14   the second set of columns, it says total rates, the ones in
  

15   the middle, that is HMO.  We broke them up north and south.
  

16               CHAIRMAN DROZDOFF:  Because they're all blended
  

17   already.
  

18               MS. GLOVER:  They're blended, yes.  So the
  

19   blended rate loaded, that includes all the admin costs in the
  

20   plan year '15 for an employee only was $720.12 per month.  So
  

21   for plan year '16 we're looking at $771.21 for an increase of
  

22   seven percent.  It's straight across your appendix.
  

23               CHAIRMAN DROZDOFF:  I see.  Okay.
  

24               MS. GLOVER:  So the appendix will give you a
  

25   comparison of the loaded rates from '15 to '16 for both the
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 1   CDHP and the HMO.
  

 2               CHAIRMAN DROZDOFF:  Okay.  So for a participant
  

 3   only state it's about a $51 increase.
  

 4               MS. GLOVER:  Right.
  

 5               CHAIRMAN DROZDOFF:  All right.  That's what I was
  

 6   looking for.  Bob.
  

 7               MEMBER MOORE:  Could I ask the same question
  

 8   restated?  I want to know what was HHP's request for rate
  

 9   increase, just their rate, how much?
  

10               MS. GLOVER:  Flat.
  

11               MEMBER MOORE:  Okay.  So flat renewal?
  

12               MS. GLOVER:  Flat renewal, no increase.
  

13               MEMBER MOORE:  And HPN?
  

14               MS. GLOVER:  11 percent.
  

15               MEMBER MOORE:  They wanted 11 percent?
  

16               MS. GLOVER:  Right.
  

17               MEMBER MOORE:  And what information did they
  

18   provide to support that request?
  

19               MS. GLOVER:  So the information provided during
  

20   all of our discussions, a portion of that was high claims,
  

21   high dollar claims and Rx, similar to what we're seeing in
  

22   our CDHP.
  

23               MEMBER MOORE:  All right.  Thank you.
  

24               MS. GLOVER:  So the table up on the screen, this
  

25   gives you HHP, the Hometown Health Plan's rate, the top half
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 1   at the state rates, the bottom half are the non-state.  The
  

 2   second column gives you the Health Plan of Nevada.  So the
  

 3   southern HMO rates.  And then the blended rate is what you
  

 4   see in the final column.  These, as I've said before, are not
  

 5   loaded.  Those will increase when I add admin costs to those
  

 6   and that is what is reflected in appendix A.
  

 7               MS. BOSLEY:  Bob, I'm going to butt in again,
  

 8   Leo, if that's okay.
  

 9               CHAIRMAN DROZDOFF:  Yes.
  

10               MS. BOSLEY:  Just to talk about the HMO renewals
  

11   because Aon's underwriters and actuaries worked with staff
  

12   and negotiated those renewals.  So the initial percentages, I
  

13   don't have them handy, but they are higher.  And we had a
  

14   lost ratio, I think it was Hometown Health of 75 percent, and
  

15   a requested increase and we got that down to a pass.  Right.
  

16   So we examined not only claims, not only trend and some of
  

17   the factors that were used in renewal negotiation such as
  

18   expense, reserve, pooled claim levels and so on and so forth.
  

19   So there was -- it wasn't simply here's your renewal, thank
  

20   you very much.  There was a negotiation process which
  

21   resulted in reduced outcomes that we're looking at today.  So
  

22   I just wanted you to know we picked it apart.
  

23               MEMBER MOORE:  What kind of rate increase did
  

24   they ask for with a 75 percent loss ratio?
  

25               MS. BOSLEY:  I believe it was below five.  But we
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 1   thought that was kind of interesting.
  

 2               MEMBER MOORE:  You got to admire them.
  

 3               MS. BOSLEY:  So that's what we did and what we
  

 4   typically do with any insured renewal and work through those
  

 5   factors and negotiate based on factors.  So I just wanted to
  

 6   clarify that.  Thank you.
  

 7               Back to you, Tena.
  

 8               MS. GLOVER:  Okay.  So from this point we'll talk
  

 9   about the consumer driven health plan and the trend used and
  

10   how that translates in to our rates.  So as stated
  

11   previously, medical was five percent, Rx was 15 percent, and
  

12   dental was two percent.  So when you look at the base rates,
  

13   the current rates for the state participant only was $417.38.
  

14   The renewal will increase that rate to $463.29.  This is
  

15   before loading for admin cost.  The remainder of that table
  

16   just breaks out per participant tier for both the state and
  

17   non-state.
  

18               You'll note at the change from current the total
  

19   is 10.9 percent for the state and 8.7 percent for non-state.
  

20               MEMBER MOORE:  Mr. Chairman.
  

21               CHAIRMAN DROZDOFF:  Go ahead, Bob.
  

22               MEMBER MOORE:  For the record Bob Moore.  Unfair
  

23   question.  If you took the competence level to 70 percent
  

24   what would that 10.9 turn in to?
  

25               MS. GLOVER:  I would have to have Aon do the
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 1   calculation and help me out with that.
  

 2               MEMBER MOORE:  Sure.  It's an unfair question.
  

 3   Just a wild number.
  

 4               MS. MESSIER:  This is Stephanie Messier for the
  

 5   record.  I would say up one to two percent.
  

 6               MEMBER MOORE:  Okay.  Thank you.
  

 7               MS. GLOVER:  So as opposed to last year when we
  

 8   recommended a rate lower than that recommended by Aon.  This
  

 9   year the plan is experiencing relatively flat utilization,
  

10   however, we are seeing medical cost actually increase over
  

11   plan year '14 and '13 both.
  

12               A recent review of numbers as of December 31st we
  

13   were seeing a 14 percent increase over December of the
  

14   previous year and three percent over December of 2013.  So
  

15   even though the number of claims are staying relatively flat,
  

16   the cost of those claims are going up.
  

17               So further -- Any downward adjustments in rates
  

18   for plan year 2016 I expect would have a negative effect on
  

19   excess reserves requiring a significant increase in rates for
  

20   plan year 2017 to provide the plan design enhancements
  

21   already committed to by the board.
  

22               Assuming trend in utilization continues to
  

23   increase at the current rate, the board and staff will need
  

24   to continue communications to participants in an effort to
  

25   prepare them for potentially higher rates in the future
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 1   barring any other action by the board to mitigate this
  

 2   possibility.
  

 3               With that, I conclude my presentation.  It's up
  

 4   to the board now if you wish to approve the rates as we
  

 5   presented.
  

 6               CHAIRMAN DROZDOFF:  So was there any -- I guess
  

 7   there isn't really much more to talk about on the consumer
  

 8   driven plan.  All right.  Well, fair enough.  Let's open it
  

 9   up to the board and let's get some general reaction to what
  

10   we're seeing.  If you clear the screen, Chris.  We'll start
  

11   up in Carson and then we'll head down to Las Vegas.  Anybody
  

12   with some initial reactions?  Jacque.
  

13               MEMBER EWING-TAYLOR:  Thank you, Mr. Chairman.  I
  

14   need, I think, some clarification.  I don't recall if in the
  

15   past we have ever been asked to approve rates that weren't
  

16   inclusive of administrative costs.  And I'm curious as to
  

17   why -- And maybe we did and I just didn't realize it.  That's
  

18   entirely possible.  But it makes it a little difficult for
  

19   me.  As I understood it, appendix A includes the cost but the
  

20   presentation doesn't, so it's apples and oranges at some
  

21   level.  And it would be helpful to me if you could talk a
  

22   little bit about what those administrative costs are and how
  

23   much they add to the rates that are in your presentation.
  

24               MS. GLOVER:  Okay.  So Celestena Glover again for
  

25   the record.  So our administrative rates are approximately
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 1   two percent of total, of our total expenditures.  So the
  

 2   rates that you see in those appendix are very close to what
  

 3   the final outcome would be.  What we generally do is
  

 4   basically accept trend in the direction we're going.  We will
  

 5   go back, so this group will go back, create the actual final
  

 6   rate cards and bring those back for your final approval.  So
  

 7   it's moving forward with the information we have now to
  

 8   create those cards, which is basically what I'm asking here.
  

 9   And then we'll come back with the final rate cards in about
  

10   an hour or so for you to actually finally approve.
  

11               MEMBER EWING-TAYLOR:  So just following your
  

12   presentation.  So we've got rates here on slide 16 and the
  

13   next slide is approve the rates as presented?
  

14               MS. GLOVER:  And I -- Yes.
  

15               MEMBER EWING-TAYLOR:  So are we approving these
  

16   rates or are we approving appendix A rates?
  

17               MS. GLOVER:  You're approving our assumptions of
  

18   where we want to go with the rates, so our trend and the
  

19   increases that we are reflecting in the base rate.  And then
  

20   we'll go back and load those, come up with some final rate
  

21   cards and then we'll bring those back again for further
  

22   approval.  So there's actually like two more slides.
  

23               MEMBER EWING-TAYLOR:  That we haven't covered?
  

24               MS. GLOVER:  Yes.
  

25               MEMBER EWING-TAYLOR:  Okay.  And again, I
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 1   apologize if I'm being dense.  I only had one big cup of
  

 2   coffee.  Slide 16, which assumptions that have been discussed
  

 3   so far this morning are not included in this?
  

 4               MS. GLOVER:  The trend has been included in that
  

 5   and translating them in to what the rates look like base
  

 6   without the load.  So that's what I'm asking for approval on.
  

 7   We're okay with that.  I don't need to make changes.  We're
  

 8   not going to change, increase, decrease, whatever.  That's
  

 9   what I'm asking for there.  Then we'll give you the final
  

10   rate cards to review and then approve from there.
  

11               MEMBER EWING-TAYLOR:  So anything that happens
  

12   subsequent to this conversation, any board motion to approve
  

13   these rates includes all of the assumptions that Aon has
  

14   asked about as well as some that the staff has put in to
  

15   these?
  

16               MS. GLOVER:  Correct.
  

17               CHAIRMAN DROZDOFF:  And this 20 million dollars.
  

18               MEMBER EWING-TAYLOR:  Right, right.  Which we
  

19   decided on in November, as I recall.  All right.  Thank you.
  

20               CHAIRMAN DROZDOFF:  Any other questions or
  

21   initial observations?
  

22               MEMBER SAIZ:  Mr. Chair.
  

23               MEMBER GARCIA:  From Las Vegas.  Sorry.
  

24               CHAIRMAN DROZDOFF:  Okay.  Judy, go ahead.
  

25               MEMBER SAIZ:  Okay.  Just being fairly new -- I
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 1   don't know how long I can get away with saying I'm new to the
  

 2   board.  But being fairly new to the board, I'm looking at the
  

 3   HMO rates.  I'm just curious, I just want an answer because
  

 4   it's bugging me.  As an insurance broker, HHP's rates look
  

 5   extremely high to me.  Can someone just explain why -- I
  

 6   mean, I understand, you know, we have large population down
  

 7   south and we have more providers.  It just seems really high
  

 8   to me.  Can someone just give me a quick comment on why?
  

 9               MR. RAHMING:  Roger Rahming, operations officer,
  

10   Public Employee Benefits Program.  Let me take a stab at the
  

11   answer a little bit.  So we have two different designs.  We
  

12   have a true gatekeeper design down south and we really have,
  

13   if you would, an open access design up north.  And not to get
  

14   ahead of the conversation with rate shock, that's one of the
  

15   things that we would like to talk about in perhaps the next
  

16   15, 20 minutes.  But those are the differences, totally
  

17   different types of design.  It also is more expensive up
  

18   north.
  

19               MS. BOSLEY:  And Kirby Bosley, Aon Hewitt.
  

20   Thanks for the question.  It's a good one and it's a valid
  

21   one because you can see the rate differential is enormous.
  

22   There's plan design, which is certainly a factor, and access.
  

23   What is going on behind the scenes is how these providers are
  

24   compensated.  And in the south the providers are compensated
  

25   on a capitated basis.  They get an advanced payment per head.
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 1   They are motivated to manage efficiently the care that is
  

 2   delivered within their network.  That payment system does not
  

 3   exist here in the north and it's as simple as that.  And I
  

 4   can tell you looking broadly nationally, many plan sponsors
  

 5   have eliminated non-capitated HMOs and just kept the
  

 6   capitated ones.  You can see the efficiencies in the
  

 7   capitated model just by looking at these numbers.
  

 8               MEMBER SAIZ:  You answered my question.  That's
  

 9   what I was thinking.
  

10               MS. BOSLEY:  That's exactly right.
  

11               CHAIRMAN DROZDOFF:  Well, Roger, as the board
  

12   deliberated, you touched on the fact that you wanted to
  

13   further the discussion.  So is there anything more you wanted
  

14   to say in advance of -- whether it's on rate shock or I'm not
  

15   sure where you're headed.
  

16               MR. RAHMING:  Let's segue in to that, sure.  So
  

17   we talked a little bit about rate shock.  And yeah, somewhat
  

18   surrounding that concept with the reserves going to zero.
  

19   What's going to happen?  We have all of these different
  

20   levers.  As Tena went through her presentation, we've funded
  

21   HSAs.  There's a lot of different things that we can do.
  

22   Part of what we'll need to look at is of course a whole level
  

23   of communication, making sure that our participants
  

24   understand that these have been coming out of reserves and
  

25   being somewhat aggressive in getting that out.
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 1               Part of what we talked about inside of the
  

 2   office, and Tena also touched on that, is being very
  

 3   aggressive knowing that at some point in time we're going to
  

 4   have to deal with -- the board will have to deal with this.
  

 5   So in future meetings there's a couple things that we would
  

 6   like to do, like to bring forward.  Judy touched on one of
  

 7   those, bringing our HMO partners to the table and bringing
  

 8   together some ideas or actually some strategies to cut some
  

 9   of the costs down to really keep some of these rates down,
  

10   specifically the costs in the north.
  

11               As Kirby mentioned, although Hometown Health had
  

12   a zero flat rate, they had a very high retention.  So it
  

13   really was masking ten percent.  So if you were to look at
  

14   them, they're both going up 11 percent.  So we would like to
  

15   have them come to the table in, again, one of the future
  

16   meetings and talk about what strategies they can put together
  

17   to keep those rates, trends, down.  And more importantly what
  

18   can Hometown do to keep those costs down.  As you can see,
  

19   they are substantially higher than what we have down south.
  

20   And when we were going through some of the negotiations, it
  

21   was one of the Aon members saying those are some of the
  

22   highest numbers they had seen nationally.  So again, we would
  

23   like to bring them forth.
  

24               Another idea was bringing Jeff Monahan to talk a
  

25   little bit about Pharma and what he sees and what kind of
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 1   controls can be put in place with all of these specialty
  

 2   drugs.  Are we doing a very good job of step therapy and look
  

 3   at it through his view and his eyes as a pharmacist and we do
  

 4   have him on retention.  Also bringing Aon in.  They view this
  

 5   through a national lens with a number of different
  

 6   strategies.  Those could be changing, again, our plan
  

 7   designs.  And I smile because Kirby and I talked about this
  

 8   yesterday and that would not be one of our primary choices.
  

 9               But perhaps we can have a fairly rich discussion
  

10   about TeleMed.  Where does that play?  Where do clinics play
  

11   in this?  Various things that are somewhat forward thinking
  

12   but depending on that relevant range can have some sort of
  

13   positive impact on our trend.
  

14               So we would like to engage our partners with some
  

15   of their ideas and bring those forth perhaps in May, perhaps
  

16   in other types of meetings.  I'm going to let Kirby go --
  

17               MS. BOSLEY:  Not giving you a lot of specifics
  

18   but just general categories of things to think about for the
  

19   future because we have this day of reckoning, right, when the
  

20   reserves are depleted.  And as Roger said, do we roll back
  

21   the plan enhancements?  Do we pass on cost increases and/or
  

22   do we look at other cost management techniques?
  

23               So the market is changing and we may want to
  

24   bring to you some ideas that jump on some market
  

25   developments, accountable care organizations, TeleMedicine,
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 1   you mentioned, Roger, patients enter medical homes, so that
  

 2   those are the kinds of things that let's see what the markets
  

 3   are doing and if we can get some cost management without
  

 4   affecting benefits, let's talk about that.
  

 5               Also we want to look at the hot spots.  And we
  

 6   talked about specialty drugs earlier.  But there are other
  

 7   emerging hot spots such as high cost hospitalizations, such
  

 8   as some disease states that our data show that are emerging
  

 9   issues and continue to be issues, diabetes and so forth.  And
  

10   so what are these strategies and tactics that emerge from
  

11   your vendors and outside to attack those.
  

12               And I think, again, we won't leave unexamined
  

13   possibly funding alternatives as a way to manage cost going
  

14   forward.  And finally, Roger said this specifically, I want
  

15   to say it generally, we want to hold your carrier's feet to
  

16   the fire and let's see what they can come up with market
  

17   developments and with cost management techniques.  So there's
  

18   a lot of categories of interventions that we want to bring to
  

19   you and we want to talk about.  Not for today.  But so that
  

20   we anticipate and are ready for that day when the reserves
  

21   are depleted.
  

22               CHAIRMAN DROZDOFF:  Okay.  So my understanding is
  

23   Donna wants to add something and then I have a couple
  

24   thoughts.  Go ahead, Donna.
  

25               MS. LOPEZ:  Thank you again, Mr. Chair.  I just
                 CAPITOL REPORTERS (775) 882-5322

63



 1   wanted to let the board know that the HMOs are scheduled to
  

 2   go out to bid probably within the next four months as well as
  

 3   the PBM services.  So I think the things that you all are
  

 4   talking about right now are things that we can make sure that
  

 5   we include in the RFPs, you know, that we look at the cost
  

 6   savings processes that they had and programs that the HMOs as
  

 7   well as the PBM have in place.  And I know with the PBM we
  

 8   are looking at some aggressive cost saving tools that we will
  

 9   definitely put in that RFP.
  

10               MS. BOSLEY:  Good point.  Thanks.
  

11               MR. RAHMING:  Thanks, Donna.  Roger for the
  

12   record.  That's something that we talked about last night and
  

13   you weren't in that meeting.  But I greatly appreciate it.
  

14   Is really how do we intwine some of these concepts in to our
  

15   RFPs so we make sure when we select a vendor that we have all
  

16   of these in place.
  

17               CHAIRMAN DROZDOFF:  So I appreciate the
  

18   commentary.  Leo for the record.  Just a couple of thoughts.
  

19   I think your ideas are very good.  I think if I know the
  

20   board fairly well what they may ask you to do or think about
  

21   is to try to put a little bit of meat on the bones with those
  

22   and take a look at the agenda or the meetings that we have
  

23   scheduled for the balance of this year and figure out, you
  

24   know, which of all of those sort of list of ideas that you
  

25   have -- And I think they're all good.  But to figure out when
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 1   would be the appropriate time, you know, based on your work
  

 2   load as well as, you know, when decisions need to be made so
  

 3   that we can, so the board can have some sense of when these
  

 4   kinds of discussions can be had.  I think that would be a
  

 5   helpful.  So I like what you're doing.  I'm saying maybe take
  

 6   it a step further and just try to identify over the balance
  

 7   of this year and in to next year and say, okay, we're going
  

 8   have the HMOs in here, we're going to have this discussion
  

 9   perhaps about TeleMedicine in here.  Just so perhaps there's
  

10   an anticipation and expectation that if the board has
  

11   something, the board members have something they're
  

12   particularly interested in they'll know that it's going to be
  

13   there or they can add something.  So I would ask you do that.
  

14               And just as a note, I actually think the day of
  

15   reckoning is happening now.  I mean, if we're talking about
  

16   ten to 11 percent increases for the CDHP and six to seven
  

17   percent increases to the HMOs once again at a time when
  

18   employees are dealing with flat wages, I would say that, you
  

19   know, that day of reckoning is actually starting now,
  

20   unfortunately, but I guess that's what it is.
  

21               MR. RAHMING:  If I may.
  

22               CHAIRMAN DROZDOFF:  Yeah.
  

23               MR. RAHMING:  Roger for the record.  And I
  

24   appreciate the comments, Leo.  We actually have talked about
  

25   a stair step calendar.  But talking with Dennis I didn't want
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 1   to go too far in the detailed piece of that.  Part of it was
  

 2   to get you information early enough if we need to make some
  

 3   design changes and really have an articulate conversation in
  

 4   September-ish so then we can go and if we have to do
  

 5   something then we have December and we can execute.
  

 6   Generally what ends up happening is we wouldn't have those
  

 7   conversations until November, December and then we're up
  

 8   against the wall.  So part of the conversation was to have
  

 9   this very early.  And again, we would stair step these out.
  

10   I'm thinking a number of these we would do the next meeting
  

11   actually with the HMOs and with Aon and perhaps with Jeff.
  

12               CHAIRMAN DROZDOFF:  Yeah.  No.  And I wasn't
  

13   being remotely critical.  I think they're all good.  I think
  

14   you have a vision.  What I'm saying is share your vision a
  

15   little bit starting at the next meeting.  But no problems.  I
  

16   think you've done enough for today.
  

17               MR. RAHMING:  Absolutely.  I just didn't want to
  

18   step on Dennis's, after I talked to Dennis to be very, very
  

19   general.  So I was being very, very general.
  

20               CHAIRMAN DROZDOFF:  You don't want to piss Dennis
  

21   off.
  

22               MEMBER GARCIA:  Leo, this is Rosalie.
  

23               CHAIRMAN DROZDOFF:  I've got one more point,
  

24   Rosalie, and then I'll go to you and then I'll go to Jacque.
  

25               And I guess just another last observation.  You
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 1   know, again, when I was looking at the rates and again my,
  

 2   you know, the increases that we're looking at, I guess I
  

 3   would ask you to react to this.  I mean, even if, even if,
  

 4   for example, the wellness incentive that we've attributed
  

 5   here based on a 40 percent utilization rate, which in my view
  

 6   is a little high, it really isn't going to save you much, if
  

 7   anything, that can be used to offset rates anyway.
  

 8               MR. RAHMING:  No.  I think doing -- I don't have
  

 9   that page in front of me.  But doing a quick calculation of
  

10   five percent up to seven million dollars, you're talking
  

11   350,000 bucks.  It's not going to do much.
  

12               CHAIRMAN DROZDOFF:  Yeah.  Okay.  So Rosalie --
  

13   Tena, did you want to say something?
  

14               MS. GLOVER:  Yeah.  I just want to add to that.
  

15   Roger is correct.  We wouldn't see a significant savings by
  

16   reducing the percentage.  There would be a little bit.  But
  

17   based on what we're seeing in trend, I would expect the 25
  

18   million that we actually budgeted for is probably going to be
  

19   closer to 26 or 27 million.  So all it does is just change
  

20   where the money is going to be spent.
  

21               CHAIRMAN DROZDOFF:  Yeah.  I was just looking for
  

22   something.  All right.  Rosalie, why don't we go down south.
  

23               MEMBER GARCIA:  Okay.  Thank you.  This is
  

24   Rosalie.  I have one comment and then a question.  And my
  

25   comment is, Judy, as a new member of the board I had that
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 1   same question with regard to our HMOs.  And as an almost new
  

 2   member I again have that same question as you with regard to
  

 3   HPN health.  I'm really concerned with the costs increasing
  

 4   and transferring those costs to the PEBP members.  And I
  

 5   would hope that there are HPN and HHP members in the audience
  

 6   that will hear it very loud and clear that we would hate to
  

 7   have to make any type of deep change to our coverage for our
  

 8   membership and they should look at the new RFP very carefully
  

 9   with their responses.
  

10               My question is with regard to non-state active
  

11   employees and non-state retirees, non-Medicare.  Do they not
  

12   get a subsidy?  Because they're not listed on the subsidy
  

13   pages of our appendix pages two and three.
  

14               MS. GLOVER:  So this is Celestena Glover for the
  

15   record.  We do not list their subsidies because we are not
  

16   necessarily privy to what the local government employers
  

17   actually provide to the employees, of which there are 12.
  

18   And for the retirees, they use the subsidy that comes out in
  

19   the bill.  Last year I believe it was 460 -- current year was
  

20   $462.  But they do not reallocate that subsidy between
  

21   participants only and the participants with dependants on the
  

22   plan.  So right now that is what the NAC hearing is about
  

23   next week.  That's what we've been going over the last few
  

24   months about changing the interpretation so that their
  

25   subsidies mirror closer to what the state subsidies mirror.
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 1               MEMBER GARCIA:  Okay.  Thank you.
  

 2               CHAIRMAN DROZDOFF:  Certainly a good comment,
  

 3   Rosalie.  Before I come up north, Jeff, is there anything you
  

 4   wanted to add?  And then I will come up north.
  

 5               MEMBER GAROFALO:  Thank you.  No.  I think that
  

 6   the concerns I have and the reassurances we have about the
  

 7   remaining excess reserves are pretty much all I wanted to put
  

 8   on the record with respect to this and I think I would be
  

 9   ready to vote.
  

10               CHAIRMAN DROZDOFF:  All right.  Well, let me give
  

11   the folks up here a chance to weigh in.  I'll start with
  

12   Jacque but if there's any other -- then Bob.
  

13               MEMBER EWING-TAYLOR:  Thank you, Mr. Chairman.
  

14   When we get to this time of every year we talk an awful lot
  

15   and appropriately about numbers, about costs, about premiums,
  

16   about allocation of reserves, allocation of the cost to the
  

17   employee and to the employer.  And I always am cognizant of
  

18   the human side of the numbers.  And so I want to remind
  

19   everyone, but particularly staff and Aon, as you come forward
  

20   with suggestions and ideas about how we can save money, it's
  

21   not always about the dollars.  There is a human being behind
  

22   those dollars.  And whatever you come to us with needs to
  

23   keep that in mind and that we are affecting people's lives,
  

24   we're affecting their ability to access health care and the
  

25   reasons, as Leo stated, that we have insurance.
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 1               So it is a juggling act.  It's one we go through
  

 2   every year.  And I just want to make sure that that's in the
  

 3   forefront of your recommendations and that you let us know
  

 4   how you have balance to those things when you come back to us
  

 5   starting potentially in May.
  

 6               MS. BOSLEY:  Thank you.
  

 7               MR. RAHMING:  Roger Rahming for the record.  That
  

 8   concept isn't lost upon us.  We have that discussion when
  

 9   we're talking TeleMed, is it more efficient, is it more
  

10   effective for somebody to be able to go to a remote location
  

11   where they don't have to go to the hospital or the doctor.  A
  

12   couple of studies that I just saw, emergency room visits, you
  

13   know, do those need to happen.  Is it an easier methodology
  

14   for the customer to have something at home.  So it's not lost
  

15   upon us.  I think when we're immersed in numbers mania when
  

16   we're doing this, it seems to be the focal point.  But again,
  

17   when we're looking at design, and that's why Kirby mentioned
  

18   what she said was we really, the last thing we want to do is
  

19   lower benefits.  So we will come up with these ideas that
  

20   perhaps can bend a cost curve, which is just jargon at a
  

21   certain point, but can affect people.  Are there ways that we
  

22   can deal with disease states that benefit the participant but
  

23   also have the benefit of keeping those costs down?  So again,
  

24   not lost on us.  I just wanted to bring that forth that we're
  

25   not sitting thinking it's all about a balance sheet.
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 1               CHAIRMAN DROZDOFF:  Bob.
  

 2               MEMBER MOORE:  Thank you, Mr. Chairman.  First of
  

 3   all, thank you for giving or asking staff to solicit our
  

 4   opinions for RFP ideas.  It's much appreciated.  Having said
  

 5   that, you talked about Roger looking at all, leaving no
  

 6   stones unturned for cost saving vehicles and we talked about
  

 7   funding alternatives.  Has anyone given thought to self
  

 8   insuring this, the northern HMO this July and saving about
  

 9   two and a half to three million dollars in premium tax?
  

10               MS. BOSLEY:  I think anything is in the table.
  

11   Anything and everything is on the table.
  

12               MEMBER MOORE:  Why wouldn't we consider that like
  

13   immediately for this coming July to save three million bucks?
  

14               MR. RAHMING:  Let me give that one.  Roger for
  

15   the record.  It wasn't on the agenda, so this was very
  

16   focused to rates.  It has been discussed.  I believe, Bob,
  

17   you've brought it up a number of times and that can be
  

18   something that, of course, you can put on an agenda item and
  

19   we can come back with numbers or Aon would come back with
  

20   numbers and so forth.
  

21               CHAIRMAN DROZDOFF:  And I guess this -- This is
  

22   Leo.  And I know Donna wants to add something.  I guess,
  

23   Roger, that was why -- I was channeling Bob, I guess, when I
  

24   had said what I had said earlier.  I think having -- if the
  

25   board had some sense of when, and I don't want to demean the
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 1   topic, but when there's sort of heat issue is going to be
  

 2   discussed I think that would probably help everybody and
  

 3   that's a perfect example of that, which is okay, it's a valid
  

 4   idea.  When might it occur within the confines of everything
  

 5   else.
  

 6               Because, look, I totally understand that this is
  

 7   a very difficult time.  And Jacque touched on it.  We've got
  

 8   the work of today to do but we also have to keep a mind on --
  

 9   an eye towards what's happening in the future to make
  

10   changes.  And there's only so many people.  And so I get the
  

11   notion that we have to sort of do what we've got to do today
  

12   and we've got to try to make, you know, make course
  

13   corrections in the future.  And I think to the extent that
  

14   you can -- you and Aon can sort of transmit your vision of
  

15   when those discussions will be occurring I think it will help
  

16   everybody.
  

17               With that, Donna, you wanted to add something.
  

18               MS. LOPEZ:  Thank you, Mr. Chair.  So I guess I'm
  

19   channeling Bob and channeling you.
  

20               CHAIRMAN DROZDOFF:  Okay.
  

21               MS. LOPEZ:  Before Jim Wells left, he had talked
  

22   about presenting an EPO option to the board.  And before he
  

23   left, he asked me to work with Ty Winfeldt on a presentation
  

24   to the board at the May 21st board meeting.  So I am in the
  

25   process of doing that.  I haven't met with Ty yet, but he
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 1   knows that he and I will get together.  So that's our intent
  

 2   is to bring that idea to the board for their consideration in
  

 3   May.  And I guess I'll work with you folks as well.
  

 4               And the other thing that Mr. Moore had brought up
  

 5   was input in to the RFPs.  I will be bringing the scope of
  

 6   work for several RFPs to the board in May as well.  And that
  

 7   would be the perfect opportunity for me and Meagan, who works
  

 8   close with me as well, to get the board's ideas as to what
  

 9   other things you would like to see with those several RFPs
  

10   that we are in the works with.
  

11               CHAIRMAN DROZDOFF:  Okay.  And I guess just not
  

12   to completely beat a dead horse, back to the wellness, Roger
  

13   or Tena.  Just for the board's sense, you know, we are
  

14   talking about, you know, across the board if we go with staff
  

15   recommendation anywhere from on the participant only 50 to
  

16   $60 increase.
  

17               Let me try to ask this question this way.  If
  

18   there was sort of a million dollars worth of savings
  

19   somewhere, you know, be it wellness, what would that
  

20   translate in to in terms of a per month per participant
  

21   savings?  Do you have any sort of back-of-the-napkin idea of
  

22   what that might be?
  

23               MS. GLOVER:  So this is Celestena Glover.  I
  

24   can't tell you what that number is.  I would have to go back
  

25   and calculate it.  But what I can tell you the rates that are
                 CAPITOL REPORTERS (775) 882-5322

73



 1   set are not based on wellness credits being included or not
  

 2   included.  With 40,000 participants we don't see that a
  

 3   million dollars is going to go very far when you look at a
  

 4   per participant per month calculation.  But we would have to
  

 5   go back and put that on paper and see what that looks like.
  

 6               CHAIRMAN DROZDOFF:  So that's about 25, just a
  

 7   million divided by 40 is 25 divided by 12.  It's about two
  

 8   dollars a month.  So that's about what you're talking about.
  

 9   I guess what I'm trying to do is just educate, give the board
  

10   some sense of, you know, if you could save a million dollars
  

11   what might that get you in a cost.  I understand the
  

12   specifics about wellness.  So for whatever that's worth.
  

13               All right.  How would the board like to proceed?
  

14   Do you have anymore questions?  I mean, it's certainly not
  

15   great news.  But it is what it is.
  

16               MEMBER MOORE:  Mr. Chairman, for the record Bob
  

17   Moore.  I don't see a lot of alternatives in to docking
  

18   what's put in front you have unless you think your actuary is
  

19   incompetent and you can change their mind or you can pack the
  

20   slash benefits.  Neither of those are very good options at
  

21   all.  So I don't know that we need to recess to recalculate
  

22   what you've got.  I don't think you have a lot of
  

23   alternatives.  Just my two cents.
  

24               CHAIRMAN DROZDOFF:  Go ahead.
  

25               MR. RAHMING:  If I may.  Roger for the record.
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 1   So you could adopt with technical adjustments if that's the
  

 2   desire of the board.
  

 3               MEMBER EWING-TAYLOR:  Mr. Chairman, I would like
  

 4   to make a motion that we accept the rates as presented in the
  

 5   first part of this agenda item and allow staff to go back and
  

 6   calculate a final rate card.
  

 7               CHAIRMAN DROZDOFF:  Is there a second?
  

 8               MEMBER GAROFALO:  I'll second that.
  

 9               CHAIRMAN DROZDOFF:  We have a motion and a
  

10   second.  Any other discussion?  All those in favor please say
  

11   aye.
  

12         (The vote was unanimously in favor of the motion)
  

13               CHAIRMAN DROZDOFF:  Any opposed?  The motion
  

14   carries.
  

15               So I guess I will say this before we break
  

16   though, you touched on, this I forget, but you did touch on
  

17   the fact that we need to do a level of outreach with our
  

18   participants.
  

19               MEMBER GARCIA:  We can't hear you.
  

20               MEMBER GAROFALO:  We lost sound.
  

21               CHAIRMAN DROZDOFF:  That's me.  Sorry.  We're
  

22   about ready to take a break.  I just wanted to sort of build
  

23   on a point that was made by others earlier, which is however
  

24   you view these, these are, you know, in my view these are
  

25   significant changes and the need to communicate early and
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 1   often with our participants is acute.  And so, you know, I
  

 2   don't know if you have any ideas that you want to share with
  

 3   the board now and if not that's okay.  But I will simply sort
  

 4   of affirm what you said earlier, which is that I think it's
  

 5   vitally important that you use any means necessary to let
  

 6   people know, you know, what this is about and why.  I mean, I
  

 7   think it is -- I mean, it's a good news/bad news thing.  I
  

 8   mean, I think it's important to communicate to our membership
  

 9   that look, you know, we have kept rates artificially low over
  

10   the course of the last two years and we stand by those
  

11   decisions.  But like anything else, when you're unable to do
  

12   that, then we're looking at, you know, the rate increases
  

13   that we are.
  

14               That coupled with -- And I do think we should
  

15   tell people.  I mean, I think the notion that drugs are
  

16   costing more but they're having a positive impact on people's
  

17   lives is a good thing.  And so people should understand
  

18   though that again, there's no free lunch there.
  

19               So to the extent you have things you can tell the
  

20   board right now you want to communicate that's fine.  If not,
  

21   I think I can speak on behalf of the board that we would like
  

22   you to do that, to find as many of channels available to
  

23   communicate what's going on and why to our membership.
  

24               MR. RAHMING:  Unfortunately I don't have any
  

25   ideas and messaging at this point.
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 1               CHAIRMAN DROZDOFF:  That's fine.
  

 2               MR. RAHMING:  But we will explore all options and
  

 3   of course engage our PIO, Nancy Spinelli, in this endeavor.
  

 4               CHAIRMAN DROZDOFF:  Okay.  So let's take a break
  

 5   and then we will come back to discuss Agenda Item 5 -- Well,
  

 6   you're going to come back and bring us a final rate.  So
  

 7   we'll finish four, come back and do five.  And as I promised,
  

 8   we will do a public comment in advance of five.
  

 9               UNIDENTIFIED SPEAKER:  How long is the break,
  

10   sir?  Because I was going to make a public comment but I
  

11   don't have much time to wait.
  

12               CHAIRMAN DROZDOFF:  All right.  Well, I will take
  

13   you now.  How long do you think the break will be?  How long
  

14   will it take you guys?
  

15               MS. GLOVER:  Give us about 45 minutes.
  

16               CHAIRMAN DROZDOFF:  Okay.  So let's do this then.
  

17   Let's take the public comment for five now both here and in
  

18   Las Vegas.  If you want to come up, sir.
  

19               MR. BRONANDER:  For the record, my name is Kirk
  

20   Bronander, B-r-o-n-a-n-d-e-r.  I'm an associate professor of
  

21   medicine at the University of Nevada School of Medicine.  I
  

22   am a member of PEBP and I actually take care of patients with
  

23   PEBP insurance.  I work at the hospital at Renown Hospital.
  

24   And I'm coming here today because I would like to talk to the
  

25   board about the NVision wellness program.
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 1               I think it's very laudable that we try to prevent
  

 2   disease as a physician obviously.  But there are several
  

 3   aspects of this program that are completely not
  

 4   evidence-based and are, frankly, using our resources and not
  

 5   providing a benefit.  And those specifically are the
  

 6   requirement for every person to get a physical exam.  So
  

 7   that's basically to get the incentive that we need, every
  

 8   asymptomatic person is required to get a physical exam or a
  

 9   health exam.  And that is not a recommendation by any
  

10   national screening organization.  In fact, they recommend the
  

11   opposite of that, they say you do not need to get an annual
  

12   physical exam.  So we are incentivizing people to do this and
  

13   it is not needed.  It's not necessary.
  

14               And number two, the lab tests, which honestly is
  

15   a bigger problem, in my opinion.  So there is a lot of
  

16   discussion here today about how we can save money.  And this
  

17   one to me is huge.  You mentioned a million dollars.  This
  

18   could easily save you a million dollars.  You don't need to
  

19   get -- So I'm a completely healthy 43-year-old male.  I've
  

20   had four chemistry tests in the last -- actually five in the
  

21   last four years.  I didn't need any of those.  And no one is
  

22   recommending that.  No national policy that sets these
  

23   screening guidelines is recommending that.  So why are we
  

24   incentivizing people to do tests that they don't need?  It's
  

25   completely ridiculous.
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 1               And what I mean by screening tests, for the
  

 2   public here, a screening test by definition is a test that's
  

 3   done on someone who has zero symptoms.  So we're not talking
  

 4   about if you have -- You know, if you're taking Lipitor you
  

 5   obviously need tests.  If you have a chronic disease, you
  

 6   need some lab tests.  I'm talking about asymptomatic people
  

 7   that have no symptoms and no diseases.  They don't need
  

 8   annual lab tests.  And it's not recommended and it's a waste
  

 9   of our money and it's potentially harmful.
  

10               So as a physician, you know, you can imagine
  

11   you're in your office and someone brings you the lab tests
  

12   that you didn't order and sets them in front of you and says
  

13   here's my lab test I got.  Well, why did you get those lab
  

14   tests.  Well, my insurance company wants me to get them, they
  

15   give me $50 a month to get these.  Well, why.  I don't know.
  

16   I just get an incentive to do this.  Well, this one is
  

17   abnormal.  So now I am obligated as a physician to figure out
  

18   why this test is abnormal.
  

19               Well, if you apply a test that wasn't indicated
  

20   for that patient, the likelihood is that that's a false
  

21   positive.  Now I have to chase that test.  So now the patient
  

22   has got anxiety about it, the physician has to follow it up,
  

23   and it was completely not indicated in the first place.
  

24               So I don't know who is giving the advice.  But I
  

25   brought this topic up to Jim Wells in 2012 and he basically
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 1   said it's this US Preventive Medicine.  And I said, well, why
  

 2   are they giving this advice.  Well, that's what they said to
  

 3   do so the board is doing it.  This is not good advice.
  

 4               And I just wanted -- I took the day off today to
  

 5   come and tell you -- or the morning off to tell you this.
  

 6   I'm trying to save us money and I'm trying to do the right
  

 7   thing.  And I'm sorry for the emotion in my voice.  I'm a
  

 8   very passionate person.  And that's all I had to say.
  

 9               CHAIRMAN DROZDOFF:  If you don't mind, if we can
  

10   engage you a bit.
  

11               MR. BRONANDER:  Yes, absolutely.
  

12               CHAIRMAN DROZDOFF:  First of all, I appreciate
  

13   that you're here.  You know, I think the issue of wellness,
  

14   as you may have caught on in this discussion, has been, you
  

15   know, it's been one that the board has struggled with for
  

16   quite some time, right.  I mean, there seems to be, and maybe
  

17   you can comment on this, there seems to be something
  

18   inherently right about getting people to pay more attention
  

19   to their health in an early stage, I mean, qualitatively as a
  

20   layperson.
  

21               MR. BRONANDER:  Absolutely.
  

22               CHAIRMAN DROZDOFF:  The struggle has been okay so
  

23   what do you do about it.  And so I hear what you're saying
  

24   with regard to the tests and, you know, the process.  And
  

25   obviously I know you're a very busy man.  Do you have ideas
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 1   or do you have something that your peers and yourself would
  

 2   say, you know, look, board, look PEBP board, if you think, if
  

 3   you're endeavoring down this road of wellness, you're doing
  

 4   A, B, and C, which we don't think adds a whole lot of value.
  

 5   In lieu of that, you should look at something else.  So is it
  

 6   just your view that there's just really not much to do?
  

 7               MR. BRONANDER:  No, no.  So like I said at the
  

 8   beginning of my comment, I laud your efforts to prevent
  

 9   disease.  That's great.  The thing is it has to be
  

10   evidence-based and it has to show, there has to be a test.
  

11   If you're going to obligate a test, it has to show based on
  

12   science that it actually did prevent disease.  And so all the
  

13   screenings tests that are recommended by the US Preventive
  

14   task force, which is a body that that's their whole job is to
  

15   recommend these, is very -- should definitely be done.
  

16               I think your efforts at pointing out other
  

17   diseases such as obesity are great.  I think giving benefits
  

18   to people who are obese to try and make lifestyle changes are
  

19   great.  But what I really have a problem with, like I said,
  

20   was applying some things that sound good but have no signs
  

21   behind them.  So the annual physical exam, if you ask the lay
  

22   public, they'll say, that sounds great, see your doctor every
  

23   year.  But if you're completely asymptomatic and have no
  

24   problems, there's been no data, there's been multiple studies
  

25   that this doesn't help people.  And same thing with the
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 1   chemistry profile.  So in fact in 2011 I had to get a
  

 2   chemistry profile in the fall and we had to come back and get
  

 3   it again in the spring.  So I had two that year that I did
  

 4   not need.  And those are a hundred to $200, that test.  And
  

 5   if we're applying it to everybody in the plan, that adds up
  

 6   pretty quick.  And I just --
  

 7               CHAIRMAN DROZDOFF:  So in lieu of those -- So I
  

 8   understand that you're saying that those are not for --
  

 9   unless you have -- unless you're under a doctor's care and
  

10   have a need to do an agreed-upon testing, I understand what
  

11   you're saying the test for testing sake and the visiting
  

12   for -- the visit to the doctor doesn't add value, so that's
  

13   fine.  Is there -- Are there other -- Take things off the
  

14   table.  Are there other things that should be done in your
  

15   opinion that aren't being done?
  

16               MR. BRONANDER:  Yes.  So I am a member.  I don't
  

17   have access to what everyone else has to do.  I only know
  

18   what I personally and other people that I've asked and
  

19   patients have brought me, so I actually don't know what all
  

20   the tests are that are recommended.  I can only address what
  

21   I know.  As far as I know, we're doing a good job of paying
  

22   for things that are needed, mammograms, colonoscopies, and
  

23   the recommended other screening tests.  So I don't know that
  

24   you're missing anything.  I just think you're doing too much
  

25   with good goals but it's basically burning money.
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 1               And I would like to make a recommendation that we
  

 2   have a physician that is available to you to ask questions to
  

 3   outside of your vendors because that was one of the things I
  

 4   asked Mr. Wells was who is giving this advice.  And I said is
  

 5   there a physician on the board.  He said, no, there is not a
  

 6   physician on the board.  And by the way, I can't run for the
  

 7   board nor can any of my colleagues because we take patients.
  

 8   So I have eight other people that have signed a letter that
  

 9   says the same thing that I have said.  And I don't represent
  

10   our school.  I represent just us.
  

11               But if you had a physician that could guide you
  

12   outside of your vendors, I think that's really important.
  

13   The vendors are biased.  They're trying to sell you their
  

14   products.  So you have to have a physician that can guide you
  

15   outside of that.  That would be my recommendation.
  

16               CHAIRMAN DROZDOFF:  And I don't know that we
  

17   necessarily need a physician on the board and that would be a
  

18   giant commitment for you or anybody else.  But I don't think
  

19   there's anything stopping us from -- I mean, we've formed
  

20   subcommittees.  So I guess my question, my final question, to
  

21   you and then I'll turn it over to the board is obviously you
  

22   are passionate and again I can't thank you enough for being
  

23   here.  Can we look you up?
  

24               MR. BRONANDER:  Yes.  I would be happy to.
  

25               CHAIRMAN DROZDOFF:  The acting executive officer
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 1   is here right now.  She'll be here for a little while.  We
  

 2   are dealing with, working with, struggling with our wellness
  

 3   program.  You heard me talk before about 35 percent
  

 4   utilization rate.  I've never felt good about that number.
  

 5   So I would sure like to find, to open a dialogue with you and
  

 6   the medical community about taking a look at what we're doing
  

 7   and trying to increase participation and certainly add value
  

 8   to people's lives.  I don't think there's anybody on the
  

 9   board that wants to do things that don't add value.
  

10               So if we can count on touching base with you,
  

11   coordinating with you to fulfill your statement that you
  

12   think there should be some interaction with a physician, I
  

13   think we would say great we want to do that.
  

14               MR. BRONANDER:  Thank you.
  

15               MR. BELCOURT:  Dennis Belcourt.  I think the
  

16   agenda item that we're kind of leaning in to now is really
  

17   about the web updates and issues relating to going on the
  

18   website.  So it's looking to me like it's going off topic to
  

19   entertain further discussion at this point.  I would
  

20   recommend coming back with an agenda item at a later date to
  

21   explore this, You know, if the board is going to engage in
  

22   discussion on this topic at this point in time.
  

23               CHAIRMAN DROZDOFF:  All right.  Well, I
  

24   appreciate that.  Let me at least give the board an
  

25   opportunity -- I've hogged the time.  So let me at least give
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 1   the board the opportunity to add a couple of thoughts.
  

 2               MEMBER EWING-TAYLOR:  Mr. Chairman, I just wanted
  

 3   to comment that we have on at least one other, and perhaps
  

 4   two other, occasions discussed having a physician available
  

 5   to us on a consultant basis and I believe that's something
  

 6   that staff is still pursuing.  So we have recognized the need
  

 7   to do that and perhaps we can discuss that with you.
  

 8               CHAIRMAN DROZDOFF:  Don.
  

 9               MEMBER BAILEY:  For the record, Don Bailey.  I
  

10   would like to see the staff, PEBP staff, talk to the doctor
  

11   more, receive his letter with the signatures on it, and
  

12   pursue the cost savings that will eventually come back to our
  

13   members.  I think that's important.  So we are off topic, per
  

14   our attorney.  And we can get back on topic if we can just
  

15   get the PEBP staff to touch bases with the doctor and he can,
  

16   if he's willing, pursue this.  Not only a cost savings in one
  

17   area but maybe other areas will show up also for a cost
  

18   savings and all of this eventually will go back to the
  

19   members who we really want to take care of.  So that's it,
  

20   Mr. Chair.
  

21               CHAIRMAN DROZDOFF:  All right.  So I guess what
  

22   I'll say so we can head to break is, you know, Kateri, just
  

23   as we had talked about earlier about taking a look at the
  

24   balance of the year and next year in terms of when might the
  

25   board -- when might the board expect a discussion, I think
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 1   this is a perfect example of we would like you, perhaps, to
  

 2   talk with the doctor in the break, get his contact
  

 3   information, as Don suggested, and then take a look at the
  

 4   calendar and when might be the appropriate time to have an
  

 5   agenda topic added and solicit his help or participation to
  

 6   the extent he's willing to provide it.  All right.  So with
  

 7   that -- Jeff.
  

 8               MEMBER GAROFALO:  I was wondering are the folks
  

 9   who have to break from staff to deliberate and develop the
  

10   rates also implicated on the other agenda items or do you
  

11   think we could push through the other agenda items while
  

12   they're out calculating rates and then be done with this
  

13   whole shebang at 12:15 without a break?
  

14               CHAIRMAN DROZDOFF:  I think we can do that, Jeff,
  

15   but I think we need to take at least a short break.  So why
  

16   don't we take a ten-minute break anyway just because I think
  

17   it's needed for a variety of reasons and then we'll come back
  

18   in ten minutes and we'll push through.
  

19                        (Recess was taken)
  

20               CHAIRMAN DROZDOFF:  Roger, let's see -- I see
  

21   Roger is at the table.  But I did promise here that we would
  

22   offer public comment on Item 5.  So before we hear from
  

23   Roger, I want to extend that opportunity to anybody who wants
  

24   to, members of the public, who want to comment on Agenda Item
  

25   5.
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 1               MS. FLOREY:  My name is Janice Florey,
  

 2   F-l-o-r-e-y.  I spoke with you at our last meeting about the
  

 3   NVision program and how excited I was to participate in the
  

 4   program and that they were trying to work out the IT issues
  

 5   that were plaguing them at that time.
  

 6               Since then I have not had such a positive
  

 7   experience.  I visited my doctor and the dentist and I went
  

 8   on to the website and I could not enter my data.  So I called
  

 9   customer service and they took my data over and phone and
  

10   then they entered it in to the grid.
  

11               On February the 14th, I drove in to Carson City's
  

12   Lab Corp to do my biometrics.  After five weeks and seeing
  

13   nothing on my profile, I called NVision and I told the lady
  

14   that I was going to be meeting with my doctor.  It's
  

15   sometimes difficult to get doctors appointments to go over
  

16   all of my data, yet, I had not received any posting on Lab
  

17   Corp or NVision.  She said the uploading of the data takes
  

18   two weeks.  I explained to her again that I was waiting for
  

19   five weeks.
  

20               Then I asked if she had some sort of a paper that
  

21   I would take to my physician so that when we review these
  

22   wonderful results that I have yet to receive that my doctor
  

23   could sign off on them because I understood that that was the
  

24   last part of the plan at least as of November.  She said she
  

25   knew nothing of that piece of paper or that process that we
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 1   needed to go through.
  

 2               I did meet with my doctor on Monday without those
  

 3   data.  I do have a thyroid problem, yes, we could talk about
  

 4   that and that did make a lot of sense.  But I will be very
  

 5   irritated if I have to spend another $25 to go back to my
  

 6   doctor with data.  I don't understand what the problem is.
  

 7   But now it's been six weeks and I have no biometric data
  

 8   whatsoever.  Thank you.
  

 9               CHAIRMAN DROZDOFF:  Thank you, Ms. Florey.
  

10               MS. LEAR BOWEN:  My name and my words for the
  

11   record, my name is Peggy Lear Bowen, P-e-g-g-y L-e-a-r
  

12   B-o-w-e-n.  And I too want to talk about the preventive plan.
  

13   But before I do that, I want to give the utmost accolades to
  

14   Ms. Donna Lopez in work above and beyond believable actions
  

15   in regards to a claim that I had that had been misfiled.  And
  

16   I have a suggestion that on your dental form that there be a
  

17   place where a dentist can mark whether or not this is an
  

18   accident or if this is just regular dental care.  There
  

19   should be a little check-off for accidental claim rather than
  

20   just a regular dental visit.  And it would have made a big
  

21   difference.  But Donna just went above and beyond everything.
  

22               Your preventive plan.  I've done everything that
  

23   everyone has asked in regards to the preventive plan and
  

24   going about talking because of the fact that I brought to you
  

25   over a year ago the idea that my blood tests were not mine,
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 1   didn't get results for months and months and months and no
  

 2   one could really register the idea that you don't own your
  

 3   own medical records and you can't designate that your
  

 4   cardiologist and your pulmonologist and other people can have
  

 5   copies of your blood test and that you can have a copy of it.
  

 6   You have to go through your wellness coach maybe.
  

 7               Well, this year in all good faith, I called in
  

 8   and I was doing what I normally do for the wellness program
  

 9   and I received a barrage of mail, which I can appreciate and
  

10   I have read.  But what they tell me is I must sign and mail
  

11   back to them this consent to participate form before I can
  

12   even begin the wellness process.  And in part three and other
  

13   parts too, I believe, but in part three it's basically USPM
  

14   will keep and maintain your personal health records including
  

15   data that you provide and laboratory test results secured
  

16   from using blood and tissue samples that you provide.  And
  

17   they're basically saying that I am giving my blood to USPM
  

18   and I cannot ask that, as I had done for all the years that
  

19   I've had my blood checked and gone through the testing,
  

20   whether I had any indication I needed the testing or not
  

21   based on what the doctor said earlier, that I couldn't say
  

22   cardiologist gets it, pulmonologist gets it and I get a copy.
  

23   I'm told now that I have to wait for a third party to give me
  

24   my blood results and that then I have to take those to my
  

25   doctor, whereas they were automatically done when I went in
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 1   and had Lab Corp take my blood prior to last year.
  

 2               And I think it's in violation of Nevada state
  

 3   statute that says we own our medical records and that we can
  

 4   obtain them at any given point in time from the providers.
  

 5   And I'm sorry, USPM do not provide my health care.  They are
  

 6   not the ones who are going to tell me what I need to do next
  

 7   in terms of this is your prescription and this is what you go
  

 8   out and do.  They're not diagnostic and preventive in that
  

 9   fashion.
  

10               And then they did a lot of good changes with
  

11   their test except their questionnaire for your lifestyle and
  

12   things like that except they have -- still maintain have you
  

13   ever smoked.  If you've had one cigarette in your life, even
  

14   if you wanted to check it out and cough it up, one cigarette
  

15   in your life, you have to answer that question yes.  I don't
  

16   think that goes to -- And it's on your medical records for
  

17   future, you know, pre-existing condition or whatever, you
  

18   were a smoker because you had to answer that one cigarette
  

19   question.  I unrolled my mom's Salem cigarettes and put them
  

20   in my papa's pipe and we tried them and got sick and we never
  

21   did that again.  But I would have to answer that question yes
  

22   or I have committed fraud, according to this questionnaire.
  

23   And I'm not one who wants to do that.
  

24               And then there is a certain number of questions
  

25   maybe that you don't have to answer but I'm not sure of that.
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 1               And then finally, you have to fill out another
  

 2   consent sheet that demands that you set up an e-mail account
  

 3   for them to do everything you do, whether or not you have a
  

 4   computer or not, for all their reports and whatever it is
  

 5   that they are going to do with you.  And all of these things
  

 6   have little asterisks that if you don't do it you can't
  

 7   participate.  And it would make it so that you're out of --
  

 8   attempting to have it go in to your wellness plan or
  

 9   whatever.
  

10               This consent is valid for the duration of the
  

11   enrollment of the preventive plan and consent to participate
  

12   for membership in the preventive plan.  And it's very
  

13   straightforward.  And you either give up your rights and you
  

14   put it on line and identity theft is tremendous.  And I would
  

15   like you to keep those things in mind.
  

16               Last comment pertains to the hospital.  And that
  

17   is Renown.  In as much as I've had a CT scan done of my head
  

18   after that big fall and Renown said nothing wrong.  And I
  

19   brought this up to you before.  But now it's more serious.  I
  

20   had an additional CT scan done and it says that it's broken
  

21   from here to here, four fractured teeth, TMJ, the nose is --
  

22   total concussion.  And here's where my serious concern is, if
  

23   it's not considered life-threatening at Renown, then you are
  

24   sent home and you are not admitted to the hospital or you can
  

25   be admitted for observation.  So Medicare, if you're a Part B
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 1   Medicare person, pays 80 percent and the insurance company
  

 2   pays 20.  When I went in with a full blown concussion, I was
  

 3   given protocol to go home with that was for bruises and
  

 4   contusions.  I had no idea what to do if I started to vomit
  

 5   and do other things as a concussion protocol would have
  

 6   merited.  A concussion protocol would have merited my
  

 7   admittance to the hospital.  I was not given that as a
  

 8   diagnosis.
  

 9               I had to go back in to the emergency room records
  

10   and get what the emergency room doctor said were my
  

11   complaints and obvious problems.  And concussion was one,
  

12   another problem I don't want to go in to.  But the point is
  

13   the protocol is not even being recognized as to why you're
  

14   there at the hospital.
  

15               And when I arrived by ambulance -- 2014 was not
  

16   my best medical year.  I had two major incidences that I had
  

17   never had in my life.  And everybody now who goes to Renown
  

18   has a urinary tract infection.  That way they got a way to
  

19   charge, charge for your benefits, rather than dealing with
  

20   what you're going in with.  And maybe it be a TIA in my 97
  

21   years old's condition.  She had a TIA, a mini stroke, and
  

22   they left it as urinary tract infection and told her that she
  

23   could go home.  At 96 years old.  She could go home and wait
  

24   until a bigger event came along.
  

25               I really, really question whether or not it's a
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 1   good idea for your insurance company and the hospital that
  

 2   you relate to who is now paying and being fined for having so
  

 3   many incidences in the hospital that they've fallen in the
  

 4   record by the US government reports that they're being
  

 5   penalized for having so many in-hospital problems that people
  

 6   came in not having and getting while they were in the
  

 7   hospital.  And that's the situation of Renown on Mill Street.
  

 8   It is not the situation at Renown at South Meadows.  However,
  

 9   Renown South Meadows does not have the cardiac care that Mill
  

10   Street has.
  

11               And so I wanted to bring those things to you as
  

12   quickly as I could and get them on the record because we're
  

13   not serving -- And I say this for the people who have faith
  

14   and trust in you and that you're the gatekeepers to keep us
  

15   safe.  And right now the situation we have is not safe.
  

16   Thank you.
  

17               CHAIRMAN DROZDOFF:  Thank you.
  

18               Are there any comments in Las Vegas?
  

19               MEMBER GARCIA:  No.
  

20               MEMBER GAROFALO:  No.  We're good.
  

21               CHAIRMAN DROZDOFF:  Thank you.  Anybody else in
  

22   Carson City?
  

23               MR. RAHMING:  They're back with rates.  It's your
  

24   call.
  

25               CHAIRMAN DROZDOFF:  Yeah, all right.  Let's
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 1   finish rates.
  

 2               MEMBER GARCIA:  This is Rosalie.  Is there a
  

 3   screen presentation?
  

 4               MS. GLOVER:  If I can have the lap top back, I
  

 5   can put it back up on the screen.
  

 6               CHAIRMAN DROZDOFF:  Yeah, we're working on it
  

 7   Rosalie.
  

 8               MEMBER GAROFALO:  If you could just read each
  

 9   line slowly.
  

10               CHAIRMAN DROZDOFF:  Can we send it to them
  

11   electronically.
  

12               UNIDENTIFIED SPEAKER:  Just give me one second.
  

13   Sorry.
  

14               CHAIRMAN DROZDOFF:  Whenever you're ready.
  

15               MS. GLOVER:  Celestena Glover for the record.  So
  

16   what I've given you is a copy of the rates for plan year
  

17   2016.  You will see in the packet typical of what we publish
  

18   is the rate, the subsidy, and the participant premium broken
  

19   out by state, active and retiree.  Also non-state active and
  

20   retiree.  The non-states we do not show the subsidy for the
  

21   reasons I had mentioned earlier in my presentation.
  

22               So basically I kind of heard some mumbling about
  

23   comparing to plan year 2015 to see what those rates are.  So
  

24   what's on the screen right now -- I don't know how easily
  

25   that is to be seen -- you can see that we're looking at a
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 1   rate of -- a premium for participant at $43.83.  The total
  

 2   rate was 626.17 and the base is 582.34.  If you compare that
  

 3   to approved rates for plan year '15.  The rate was $39 and
  

 4   29 -- 26 cents for premium paid by the participant.  So we're
  

 5   looking at approximately a four dollar increase per month.
  

 6   The base rate or the loaded rate was $560.80.  Of that,
  

 7   $521.54 is picked up by the employer.
  

 8               CHAIRMAN DROZDOFF:  So I like the way you did
  

 9   that.  Why don't you do that down the table.  I think that's
  

10   good.
  

11               MS. GLOVER:  Going back to '16 -- Do you want to
  

12   look at each tier or do you just want to pull an example for
  

13   each plan type?
  

14               CHAIRMAN DROZDOFF:  My guess is at least for the
  

15   state go in to all four.
  

16               MS. GLOVER:  So for an employee with spouse the
  

17   rate, the premium paid by the participant is $173.42.  The
  

18   total rate was $1106.13.  Of that, $932.71 is being picked up
  

19   by the employer.  This is where we actually reallocate the
  

20   assessment paid to us.
  

21               In FY '15 or plan year '15 the total rate was
  

22   $994.87 with a base rate or base subsidy being $838.42.  This
  

23   was the portion picked up by employer.  Total was $156.45 for
  

24   premium paid by the participant.
  

25               Plan year '16 again, employee with children.  The
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 1   employee pays $94.64.  The total rate was $814.36.  The
  

 2   subsidy paid on behalf of them by employer is $719.72.  This
  

 3   compares to plan year '15 where the employee paid $86.08.
  

 4   Total rate was $734.23 with a subsidy of $648.15.  And then
  

 5   finally for employee and family, the employee picks up $224.
  

 6   The total rate was $1293.48.  The subsidy or the portion paid
  

 7   by the employer is $1069.48 compared to $203.05 paid by the
  

 8   participant previously with a total rate of $1167.46, of
  

 9   which $964.41 was paid by the employer.
  

10               Do you want to go through the retirees the same
  

11   way?
  

12               CHAIRMAN DROZDOFF:  Let's go to the HMO.
  

13               MS. GLOVER:  Okay.  So on the HMO the rates are
  

14   blended.  So for an employee only in plan year '16 they will
  

15   pay $170.22.  The total rate was $773.71.  The base rate or
  

16   the base subsidy $603.49.  This is the portion paid by the
  

17   employer.
  

18               Compared to plan year '15, the participant paid
  

19   $158.43.  The total rate was $720.12.  The base subsidy is
  

20   $561.69.  That's the portion paid by the employer.
  

21               Employee plus spouse, the premium is $463.64 paid
  

22   by the employee.  $1472.33 was the total rate.  Of this,
  

23   $1008.69 was paid by the employer.
  

24               Employee with children, in plan year '15, so
  

25   that's $287.27 paid by the participant.  The cost was
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 1   $1026.88.  The employer picked up $739.61.
  

 2               Employee and family, the employee picked up
  

 3   $599.04.  The total rate was $1794.73.  The employer paid
  

 4   $1195.69 of this total for plan year '16.
  

 5               Plan year '15 comparison.  The employee paid
  

 6   $565.80.  The cost was $1690.06 with the employer picking up
  

 7   $1124.26.
  

 8               Now we can move on to the retirees.  Participant
  

 9   premium, this is for a 15-year retiree.  So this is the base
  

10   amount.  It will be adjusted up or down according to years of
  

11   service.  There's additional credits for payments that may be
  

12   paid according to the individual.
  

13               So the premium paid by the participant $218.97.
  

14   The total rate was $608.26.  The employer is picking up
  

15   $389.29 of this.
  

16               In plan year '15 -- So in plan year '15 the
  

17   retiree paid $195.81.  The total cost was $543.91 with the
  

18   employer picking up $348.10.  Again, this is for 15-year
  

19   retiree.
  

20               Plan year '16 retiree with a spouse.  The retiree
  

21   pays $487.75.  The total rate is $1088.22, with the employer
  

22   picking up $600.47.
  

23               Plan year '15, this compares to the employee
  

24   picking up $438.89.  Total rate was $977.98.  The portion
  

25   picked up by the employer was $539.09.
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 1               In plan year '16, employee with children $94
  

 2   and -- Excuse me.  Retiree with children $322.48.  Total cost
  

 3   $793.10.  The base subsidy paid by the employer is $470.62.
  

 4               This compares to plan year '15 where the total
  

 5   cost was $289.85.  Total rate $711.84 with an employer
  

 6   picking up $421.99.
  

 7               Back to plan year '16, retiree and family.
  

 8   $592.67 is being picked up by the retiree.  Total cost
  

 9   $1275.57 with the employer picking up $682.90.
  

10               In plan year '15, these amounts were $535.54
  

11   picked up by the retiree.  $1150.57 picked up by -- is total
  

12   rate -- Excuse me -- with $615.03 picked up by the employer.
  

13               We'll move on to the HMOs for the retiree.  Plan
  

14   year '16 the premium is $385.46.  Total cost is $755.80 with
  

15   a base subsidy.  The portion picked up by the employer,
  

16   $370.34.
  

17               In plan year '15 this compares to $358.65 paid by
  

18   the participant.  $703.23 is the total rate.  The employer
  

19   picked up $344.58 of this cost.
  

20               Plan year '16, a retiree with a spouse.  $881.48
  

21   is the participant's share.  Total rate was $1454.42 with a
  

22   base subsidy being $572.94.  This is the portion the employer
  

23   picks up.
  

24               In 2015, the retiree and spouse rate, $829.51
  

25   picked up by the retiree.  $1366.41 was the total rate.
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 1   $536.90 was the cost to the employer.
  

 2               Retiree with children, $614.36 was the cost to
  

 3   the retiree.  Total cost was $1078.20 with a base subsidy
  

 4   being $463.84 picked up by the employer.
  

 5               In 2015, retiree and children.  $576.45 was the
  

 6   retiree's portion.  Total cost was $1009.99 with $433.54
  

 7   being picked up by the employer.
  

 8               And finally on the HMO side, the retiree and
  

 9   family $1110.38 was the retiree's cost.  Is the retiree's
  

10   cost.  $1776.82 is the total cost with the plan picking up
  

11   $666.44 for the subsidy.  The employer picks that portion up.
  

12               And in 2015, that compares to $1047.30 paid by
  

13   the retiree, $1673.17 paid by the -- was the total rate --
  

14   Excuse me.  $625.87 paid by the employer.
  

15               CHAIRMAN DROZDOFF:  All right.  I don't know that
  

16   we need to do -- there's not much on non-state actives.
  

17   Maybe we can go to non-state retirees.
  

18               MS. GLOVER:  So on the non-state retirees for
  

19   2016, you will note on the CDHP, now we don't have subsidies
  

20   for them.  Right now obviously the subsidy is subject to
  

21   change.  But the rate is $984.54 for retiree only.  $1840.78
  

22   for retiree with spouse.  $1728.01 for retiree with children.
  

23   And $2583.41 for retiree with family.  Again, this is based
  

24   on a 15-year retiree.  That number will depend on the subsidy
  

25   and years of service credits that they will receive.
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 1               On the HMO side, a retiree only is $803.92.
  

 2   Retiree with spouse is $1550.66.  Retiree with children is
  

 3   $1182.40.  A retiree with family is $1929.14.
  

 4               For plan year '15 on the CDHP side, retiree only
  

 5   was $899.16.  Retiree with spouse was $1688.44.  Retiree
  

 6   with children $1585.48.  Retiree and family is $2373.93.
  

 7               On the HMO side, retiree only is $733.17.
  

 8   Retiree with spouse is $1426.29.  Retiree with children,
  

 9   $1085.25.  Retiree with family is $1778.37.
  

10               MEMBER EWING-TAYLOR:  Thank you, Mr. Chairman.
  

11   There is potentially -- I know you'll find this shocking -- a
  

12   misunderstanding on my part about certain aspects of this.
  

13   But I don't understand why we still have domestic partner
  

14   rates given the change in state law last fall.
  

15               MS. GLOVER:  Because we still have domestic
  

16   partners, same sex or opposite, individuals who have not
  

17   actually gotten married and there are different tax rules for
  

18   them.  So their adjustments for covering domestic partners
  

19   and children, there's different things that -- some is post
  

20   and some are pre-tax deductions.  And I'm not a tax expert so
  

21   I'm not going to try to explain that.
  

22               But anybody who is actually married, brought
  

23   their marriage certificate in, they are employee and spouse,
  

24   retiree and spouse.  If they're not married, domestic
  

25   partner, they're required to bring in their certificate to
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 1   come on to the plan as a domestic partner.
  

 2               MEMBER EWING-TAYLOR:  But they're rated in the
  

 3   same pool?
  

 4               MS. GLOVER:  They're rated in the same pool.
  

 5               MEMBER EWING-TAYLOR:  Okay.  So really the only
  

 6   reason this is here is to show the taxable subsidy?
  

 7               MS. GLOVER:  Yes.
  

 8               MEMBER EWING-TAYLOR:  Thank you.
  

 9               CHAIRMAN DROZDOFF:  Are there any other questions
  

10   from the board?  Judy.
  

11               MEMBER SAIZ:  Roger, okay.  So explain that to me
  

12   then.  It's different than what I'm used to seeing, the slide
  

13   that's up there now, as far as the subsidy goes when you have
  

14   20 years of service.  Explain how this works.
  

15               MS. GLOVER:  So this is kind of backwards.
  

16               MEMBER SAIZ:  Yeah.
  

17               MS. GLOVER:  It's the reverse.  What we put on
  

18   the website is different than this.  This is my spread sheet.
  

19   So a 20-year retiree on the state side would get an
  

20   additional $164.97 in this case in their subsidy.  So it
  

21   would reduce their premium by that $164.  And on the
  

22   non-state side, their calculation is different than ours.
  

23   They provide a different adjustment than the state does.
  

24               MEMBER SAIZ:  And why aren't we seeing it that
  

25   way here?
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 1               MS. GLOVER:  Here.  It's the way our formulas are
  

 2   set up in the spread sheets.  This is just for our
  

 3   information to say hey this additional money is going to be
  

 4   paid on the subsidy side.  So if you were five years you
  

 5   would lose $329 in subsidy, which means it gets handed up to
  

 6   the participant to pay.  So this is reflecting our subsidy,
  

 7   not the premium.
  

 8               MEMBER SAIZ:  Okay.  And so what our participants
  

 9   and retirees would see would be the actual?
  

10               MS. GLOVER:  What their true adjustment would be.
  

11               MEMBER SAIZ:  Okay.  Not this?
  

12               MS. GLOVER:  Not this.  It's the reverse.
  

13               CHAIRMAN DROZDOFF:  Anything else?  Seeing none,
  

14   I would be happy to entertain a motion.
  

15               MEMBER EWING-TAYLOR:  Mr. Chairman, I would move
  

16   to accept the rates for plan year 2016 as presented by staff.
  

17               CHAIRMAN DROZDOFF:  Is there a second?
  

18               MEMBER SAIZ:  I'll second.
  

19               CHAIRMAN DROZDOFF:  Second by Judy.  Any further
  

20   discussion?  Seeing none, all those in favor please say eye.
  

21         (The vote was unanimously in favor of the motion)
  

22               CHAIRMAN DROZDOFF:  Any opposed?  Motion carries.
  

23               MS. GLOVER:  We also need a motion to allow me to
  

24   make technical adjustments as I clean up the budget piece.
  

25               MEMBER EWING-TAYLOR:  No.
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 1               Mr. Chairman, I would move that we allow staff to
  

 2   make technical corrections as necessary of the rate tables
  

 3   including domestic partner and cobra, ages and
  

 4   redistributions.
  

 5               CHAIRMAN DROZDOFF:  Is there a second?
  

 6               MEMBER BAILEY:  I second it.  Don Bailey.
  

 7               CHAIRMAN DROZDOFF:  Any further discussion?
  

 8   Seeing none, all those in favor please say aye.
  

 9         (The vote was unanimously in favor of the motion)
  

10               CHAIRMAN DROZDOFF:  Any opposed?  Motion carries.
  

11   All right.  Thank you, Tena.
  

12               Okay.  So let's go now back to Agenda Item 5.
  

13   And Roger, I'll say whenever you're ready.
  

14               MR. RAHMING:  For the record, Roger Rahming,
  

15   operations officer, Public Employees' Benefits Program.  And
  

16   I'll be covering Item Number 5.
  

17               So going back a couple of years ago, we were
  

18   getting a number of complaints about the platform or website,
  

19   if you would, for USPM.  They had a switch over in January
  

20   and unfortunately this created a whole new litany of issues.
  

21   And the level and type you would say were greater than what
  

22   would be expected by switching to a different website,
  

23   different platform.
  

24               Attachment number A has a smattering of the
  

25   complaints, if you would, that were sent to the board.  I
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 1   won't go through all of them.  But they basically surround
  

 2   the ability to navigate the website, the carousel was
  

 3   difficult, not having instructions that were easily
  

 4   identifiable for people to be able to put in their dental,
  

 5   medical times.  The HAQ asked questions that for a retiree it
  

 6   was work place environment.  So again, it wasn't customized
  

 7   at that time.
  

 8               The tutorials didn't appear to be individualized
  

 9   and be driven off of the HAQ and/or the biometrics.  Now,
  

10   this was something that was told to us by Dr. Tom Young that
  

11   this would be, if you would, gameification.  So given what
  

12   you had that this would drive various types of challenges,
  

13   different types of tutorials based on your specific
  

14   information that didn't appear to be there.
  

15               We also had, which was mentioned a little bit
  

16   earlier, the time from taking your biometrics to them being
  

17   uploaded.
  

18               We had complaints surrounding people calling and
  

19   asking about the challenges for this year to fulfill that
  

20   requirement so there wouldn't be a premium repayment.  And
  

21   there was some confusion on the USPM side understanding that
  

22   we had two basic years and they were asking two different
  

23   questions even though we don't have those challenges or
  

24   requirements for next year, the person was ascertaining about
  

25   this year.  It was somewhat of a training type of issue.
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 1               So given all of these various complaints, staff
  

 2   felt it to be appropriate to bring some USPM representatives
  

 3   to address these issues but also to provide in a future
  

 4   meeting an action plan addressing all of the issues that were
  

 5   sent to them in time frames that these would be fixed, if you
  

 6   would.
  

 7               So we've got the USPM staff here to address
  

 8   basically this report and more importantly talk about what
  

 9   they're going to do moving forward so we don't have these
  

10   types of issues.
  

11               MR. LOEPPKE:  Thank you, Roger.  Thank you,
  

12   Mr. Chairman and Board.  My name is Ron Loeppke.  I'm vice
  

13   chairman at US Preventive Medicine.
  

14               MR. JARDIN:  Mr. Chairman, I'm Kerry Jardin,
  

15   J-a-r-d-i-n, chief technical officer of USPM.
  

16               MR. DUMOND:  And I'm Don DuMond, D-u-M-o-n-d,
  

17   chief financial officer.
  

18               MR. JARDIN:  So if it's appropriate, I would like
  

19   to go through each of these items.  I would go in turn and
  

20   comment about each one of them, what we've been doing to
  

21   rectify them, as well as provide some more information that
  

22   isn't necessarily readily available.
  

23               The first we would like to start talking about
  

24   website freezing.  We would be underestimating the capacity
  

25   of the surge when we had in the January time frame.
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 1                  (The court reporter interrupts)
  

 2               MR. JARDIN:  The capacity during this time frame.
  

 3   We have since increased the capacity as well as we've
  

 4   increased the ability in order to do live updates on the site
  

 5   so that we do not suffer outages.
  

 6               During the time frame between -- And this goes
  

 7   back in to participation numbers as well -- between January
  

 8   and as of today we've processed over 7,000 individuals
  

 9   through the system.  We are stable at about 80 -- Sorry --
  

10   800 log-ins a day and now we have a capacity of about 85
  

11   percent.  I believe we have addressed this issue as well as
  

12   we constantly monitor the site on a per every five minutes to
  

13   make sure that it is up.  So we believe that we have
  

14   addressed these problems.
  

15               During the time frame of January, as well as
  

16   actually February, we processed 24,000 log-ins in to the
  

17   system.  I'm going to go through some other metrics that talk
  

18   about the usage of the system as well as some learning
  

19   programs and what we've seen with the system as well.
  

20               The next item is participants' profiles on the
  

21   USPM site do not show previous year's information --
  

22                 (The court reporter interrupts)
  

23               MR. JARDIN:  If I may just take a step back.  I
  

24   just do want to share that providing quality product to PEBP
  

25   means a lot to me.  I do have family that are PEBP
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 1   participants and this is something that is new to me.  I say
  

 2   that with all -- I hope you realize the sincerity when I say
  

 3   that.  We truly are trying to affect people's lives.
  

 4               The old platform that we had it was older and the
  

 5   new platform as we are changing we are focusing on messaging
  

 6   to the population more effectively to provide them up to date
  

 7   content so that they can be more educated about their health
  

 8   process.  And I'm going to be talking about those metrics as
  

 9   well.
  

10               So item number two.  We added in in the early
  

11   February time frame a complete chart and it kind of looks
  

12   like an Excel spread sheet chart that has all of the health
  

13   events for every individual going back to the inception of
  

14   the program.  We also updated this based upon user feedback
  

15   of filtering aspects so that users can actually see their
  

16   laboratory results, they can see their HQAs, they can see
  

17   whatever they would like in a snapshot on the drop down menu.
  

18   And so I have been receptive to that information as well as
  

19   providing that information to the population.
  

20               Item number three, if participants cannot log in
  

21   to their account because the website keeps crashing, they are
  

22   unable to obtain an on line laboratory order.  The old
  

23   system -- In the old system, USPM was involved in the
  

24   laboratory scheduling process.  The laboratory as well as the
  

25   participants didn't like this arrangement on the basis we
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 1   became the middle man.
  

 2               The best way I can describe this is we set a date
  

 3   with the user or the participant.  If a participant changes
  

 4   that user then they have to call us and we call the lab and
  

 5   the lab can't use that and we have to call back.  And so it
  

 6   added almost a middle man travel agent aspect to the
  

 7   laboratories.
  

 8               In the new system, we've implemented a direct
  

 9   connectivity to the laboratory for the participants.
  

10   Unfortunately, that connectivity had firewall issues
  

11   associated with some of the sites and the firewalls were
  

12   blocking the Hooper Homes lab scheduling systems and we are
  

13   currently in the process of remedying it but the process of
  

14   the change was to provide more timely as well as a more
  

15   receptive response as scheduling to the participants.
  

16               Item number four, participants are unable to
  

17   enter dental and physical examination information in to their
  

18   USPM account, instructions for the process are not provided
  

19   by USPM.  The new system is designed in order to prompt the
  

20   user for the information when it is required.  We made the
  

21   rules based upon the preventive medicine schedule associated
  

22   with each one of the visits, for example, colonoscopy,
  

23   mammograms, for based upon the information that we have in
  

24   the system for those individuals we will prompt them for
  

25   those laboratory visits based upon when they last had their
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 1   laboratory exam.
  

 2               We are changing that to also allow them to have
  

 3   functionality for a health diary, if you will, that would
  

 4   allow real time access so that they can choose when they put
  

 5   in or if they choose to go to the dentist before the cycle is
  

 6   required of them.
  

 7               Number five, biometric screening results are not
  

 8   loading in to participant profiles in a timely manner.  Yes,
  

 9   we completely redid the laboratory processing infrastructure
  

10   and as a part of that I'll let Dr. Ron talk about the updates
  

11   we've done to the system.
  

12               MR. LOEPPKE:  So with the new IT platform there's
  

13   also an updated revised member report format that was
  

14   developed that includes in the member report lab results and
  

15   biometric measures.  In doing that, that required a thorough
  

16   review and validation of the updated national consensus
  

17   guidelines, like, from the National Institute of Health or
  

18   the American Heart Association, regarding the interpretation
  

19   of lab results, because they do change as science emerges, to
  

20   talk about whether someone is high in this area or borderline
  

21   high or optimal.
  

22               So that whole process required new programming as
  

23   well as a quality assessment checking of the programming,
  

24   which that whole process actually took longer than expected
  

25   and it's part of this delay unfortunately.
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 1               MR. JARDIN:  And moving forward, the process is
  

 2   now in place.  We have basically what we call a forklift
  

 3   upgrade of the platform.  The new platform is stable.  The
  

 4   new platform is what we would be using moving forward.  And
  

 5   moving forward, the laboratory results will be pushed through
  

 6   in a more timely fashion.  So we wanted to make sure from a
  

 7   quality assurance perspective that we had the latest,
  

 8   greatest information before we push it out to the
  

 9   participants.
  

10               The next one, one part of the three HAQ asked
  

11   questions regarding work place environment, this is not
  

12   applicable to retirees who participate in the wellness
  

13   program.  They are completely right.  And this is an error
  

14   that we are fixing currently.  And in the next cycle this
  

15   will not be requested of retirees.  And we apologize for the
  

16   inconvenience.
  

17               Number seven.  After completion, the HAQ suggests
  

18   on line tutorial pop-up that have nothing to do with the
  

19   individual's health.  The suggested on line tutorials are not
  

20   customized.  They are customized.  They are based upon their
  

21   pre-conditions, how they answered the HAQs, as well as we
  

22   provide additional extra credit learning material for these
  

23   individuals.
  

24               And this is where I would like to just take a
  

25   breather and talk about these learning programs because these
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 1   are opportunities to educate the population to either disease
  

 2   state or something they might be interested in.
  

 3               Since January, the participants of PEBP have
  

 4   completed these learning surveys 23,000 times.  Now, they've
  

 5   completed with them 23,000 times.  But also we have over 80
  

 6   percent competence or approval rating associated with the
  

 7   content.  More specifically, this information is not being
  

 8   incentivized.  It is participation based score that they are
  

 9   going to in order to get that information.
  

10               The reason I want to drive this home is that
  

11   we're seeing in the population that they want to learn about
  

12   their disease states.  They want to learn about their health
  

13   information.  And the new system is providing that
  

14   information to them.  And that is part of the gameification
  

15   of the system that decouples the incentive structure from the
  

16   participation.  I know I don't want to get off topic with
  

17   respect to the theories associated with the new platform.
  

18   But what this is showing is that the members want to take an
  

19   active involvement in their health, even if it is not
  

20   directly tied to their incentive.  We feel this is a very
  

21   strong point for the new platform and we continue to see this
  

22   trend moving forward.
  

23               Number eight, reminders regarding the date the
  

24   participant should have their next physical examination are
  

25   not sent until one year after the last physical examination
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 1   for participants who participated in previous years,
  

 2   participants may have already had their physical and based on
  

 3   this reminder e-mail are unsure if they have to get a second
  

 4   physical examination.  Am I talking about this one?  I'm
  

 5   looking at you.
  

 6               MR. DUMOND:  You're fine.
  

 7               MR. JARDIN:  Oh, I'm fine.  Okay.  So we no
  

 8   longer send out this e-mail to participants if they have
  

 9   already -- if they have already engaged in the platform.  So
  

10   it's a fine tuning.  This was a mistake.  This will not
  

11   happen again.  It is a rollover from the old platform that
  

12   wasn't attributed properly in the new platform.  So in the
  

13   new cycle this would not be happening as well.
  

14               The last one, participants have tried to confirm
  

15   that they met all of the requirements for this year's
  

16   wellness incentives and USPM representatives are unable to
  

17   answer their questions.  The concern is the premium incentive
  

18   repayment.  I believe this was touched upon and we're
  

19   currently running reports and we will have direct outreach to
  

20   the individuals, if this incentive was reached or if it
  

21   wasn't reached.  And that concludes the questions.
  

22               CHAIRMAN DROZDOFF:  Questions?
  

23               MEMBER BAILEY:  I have a question.  For the
  

24   record, Don Bailey.  How -- Did you cover how long a new
  

25   platform has been in place?
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 1               MR. JARDIN:  How long the new platform has been
  

 2   in place?  It's only been in place for six months.
  

 3               MEMBER BAILEY:  Okay.  Because a lot of our
  

 4   complaints are some of these listed here and they're more
  

 5   than this.  But the new platform is going to cover all of
  

 6   those issues.
  

 7               MR. JARDIN:  We are constantly addressing those
  

 8   issues and we want to work to provide the product, the
  

 9   quality product.
  

10               MEMBER BAILEY:  Okay.  And one of the issues
  

11   seems to be, a big issue, seems to be the lab results coming
  

12   back to the patient.  I guess they've been waiting, some of
  

13   them, six, seven, eight weeks.  Is the new platform going to
  

14   improve that turnaround time?
  

15               MR. JARDIN:  Yes, absolutely.  Unfortunately, we
  

16   ran in to some difficulties during that process with the lab
  

17   results and the lab company.  And it has been resolved and
  

18   the data is flowing.  The entire reason we went to the new
  

19   platform is actually tried to expedite this in real time so
  

20   that the members can get their information as soon as we can
  

21   get that.  That just fell short and we apologize.  However,
  

22   the system is working now.  It is past QA and we are rolling
  

23   that out.
  

24               MEMBER BAILEY:  Okay.  Thank you.
  

25               Thank you, Mr. Chair.
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 1               CHAIRMAN DROZDOFF:  I'm going to Jacque.  And
  

 2   then, Rosalie, I'm going to you.
  

 3               MEMBER EWING-TAYLOR:  I'm going to follow up with
  

 4   what Don just asked.  Your comment in response to number five
  

 5   was that the process is now in place and is more timely.  Can
  

 6   you define more timely for me?  When could an employee expect
  

 7   the results of their lab work to be posted?
  

 8               MR. JARDIN:  In this schedule we're going to be
  

 9   posting them by the 31st of this month.
  

10               MEMBER EWING-TAYLOR:  So it could be a month if I
  

11   have my lab work done on the 1st?
  

12               MR. JARDIN:  I apologize.  We're talking about
  

13   the lab work that has already been done.
  

14               MEMBER EWING-TAYLOR:  No.  Number five was
  

15   talking about results not loading in to participant profiles
  

16   in a timely basis.
  

17               MR. JARDIN:  I was addressing the backlog of labs
  

18   that we currently have in the system.  The backlog of the
  

19   labs will be processed by the end of this month.  Moving
  

20   forward, it will be processed in less than a week.
  

21               MEMBER EWING-TAYLOR:  Less than a week?
  

22               MR. JARDIN:  Correct.
  

23               MEMBER EWING-TAYLOR:  Okay.  Then you said
  

24   something on -- I can't read my own notes.  I'm sorry.  I
  

25   can't read my own notes.
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 1               CHAIRMAN DROZDOFF:  I'm going to head -- Rosalie,
  

 2   go to Rosalie and then we'll go back to Judy.
  

 3               MEMBER GARCIA:  All right.  Thank you.  This is
  

 4   Rosalie Garcia.  I just wanted to clarify what I think was
  

 5   just said.  For item number two, that has been corrected
  

 6   because members can now access an Excel spread sheet; is that
  

 7   correct?
  

 8               MR. JARDIN:  No.  There is an element in the
  

 9   website now that is a table view of all their historical
  

10   health events.  Additionally, next month we will be rolling
  

11   out the downloading of previous member reports.  So the first
  

12   phase of that has been met, that we are providing a user
  

13   interface infrastructure to allow them to see their previous
  

14   health events and the second phase of that is to allow them
  

15   to download their previous member reports.
  

16               MEMBER GARCIA:  Okay.  So the table view is now
  

17   accessible?
  

18               MR. JARDIN:  That is correct.
  

19               MEMBER GARCIA:  Thank you.  Item three is not
  

20   quite fixed.  Participants cannot log in to their account
  

21   because the website keeps crashing.  Is that corrected?
  

22               MR. JARDIN:  So we believe that is corrected and
  

23   we are constantly monitoring that.  Additionally, we are
  

24   processing more than 800 log-ins a day for a total of 7,000
  

25   participants have gone through the system.
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 1               MEMBER GARCIA:  Perfect.  And that's the one
  

 2   where you're checking every five minutes?
  

 3               MR. JARDIN:  That is correct.
  

 4               MEMBER GARCIA:  Okay.  For item number four
  

 5   regarding the dental and physical exam information, can
  

 6   participants now enter that or is that currently being --
  

 7               MR. JARDIN:  We are rolling out a health diary
  

 8   feature that will allow participants to enter in whatever
  

 9   health information they would like when they like it.  The
  

10   design of the current system was to trigger an engagement
  

11   based upon when they needed to take action.  However, we've
  

12   gone -- I'm sorry.
  

13               MEMBER GARCIA:  I'm sorry.
  

14               MR. JARDIN:  I'm sorry.  I have a hearing aid and
  

15   sometimes I hear things, so I apologize for that.  What we're
  

16   adding in to the system is to allow them to provide or have a
  

17   place to store their health information and their visit that
  

18   is out of cycle so that they have a central diary location to
  

19   put that, regardless if that event is required for them to do
  

20   at that time.
  

21               MEMBER GARCIA:  Thank you.  When do you
  

22   anticipate that to roll out?
  

23               MR. JARDIN:  We're anticipating that roll out in
  

24   May.
  

25               MEMBER GARCIA:  For item five has already been
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 1   addressed.  I appreciate that.  Item number six will not be
  

 2   completed, the fix will not be completed for this period, it
  

 3   will not be completed until after May 31st; is that correct?
  

 4               MR. JARDIN:  That is incorrect.  We are working
  

 5   on that fix as we speak.  We believe that it will be fixed by
  

 6   the 31st.  The reason I stated it for the next cycle is based
  

 7   upon the volume of individuals that have already gone through
  

 8   the system, have already had to experience this.  So for the
  

 9   two parts of the answer is, one, we will be fixing it in this
  

10   cycle, but two, it will most definitely not be a requirement
  

11   for retirees to answer the work place culture HQA in the next
  

12   cycle.
  

13               MEMBER GARCIA:  Thank you.  And then finally for
  

14   item number nine, you're reaching out to participants that
  

15   have tried to confirm whether they've met the requirements
  

16   for this year's wellness incentive program.  How are you
  

17   doing that and will you be reaching out to all participants
  

18   and giving them a summary?
  

19               MS. STREEPER:  This is Laura Streeper, client
  

20   relationship manager for US Preventive Medicine.  Last name
  

21   is S-t-r-e-e-p-e-r.  So we'll be reaching out to all of the
  

22   year two members who are required to complete challenges
  

23   through e-mail.  So we will be notifying them of whether or
  

24   not they completed all three challenges that were required or
  

25   if they still have to complete challenges and the number that
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 1   they have to complete.
  

 2               MEMBER GARCIA:  Thank you.  Do you know when you
  

 3   will be able to begin that reach out?
  

 4               MS. STREEPER:  I should have the report today.
  

 5   We're planning to conduct the outgoing e-mails probably
  

 6   sending those out at some point next week.
  

 7               MEMBER GARCIA:  Very good.  I appreciate your
  

 8   assistance.  That's all.
  

 9               CHAIRMAN DROZDOFF:  So we'll go to Judy.  And
  

10   then I know Donna wanted to say something.
  

11               MEMBER SAIZ:  I just have a couple of comments.
  

12   I thought this was kind of comical yesterday.  And for you in
  

13   Vegas it says, I clicked on the little box with the check
  

14   mark in the pencil and I got your member report is currently
  

15   unavailable, but don't worry, your report will appear on the
  

16   health care when it's ready to download.
  

17               And so then I started clicking on the little
  

18   icons on the bottom, and these are just comments, extra
  

19   comments, in the prior, let's see, the little icon on the
  

20   left-hand side with the little I, my health history popped up
  

21   there and that was supposed to be the health event calendar.
  

22   These are just extra comments, okay.  The library didn't
  

23   work.  And for some reason, the carousel, as it's scrolling,
  

24   and this happened to me, I think, Laura, you, and I spoke on
  

25   the phone on a conference call with this, the print would get
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 1   extremely tiny, tiny, tiny and then go to really big.  So
  

 2   those are just a couple more comments that were frustrating
  

 3   to me.
  

 4               And then I also had -- Well, never mind.  I'll
  

 5   drop it right there.  But those are just a couple extra
  

 6   comments.
  

 7               CHAIRMAN DROZDOFF:  Donna.
  

 8               MS. LOPEZ:  Thank you, Mr. Chair.  For the record
  

 9   Donna Lopez.  And Dr. Loeppke and team, I really appreciate
  

10   you all being here on such short notice.  I really appreciate
  

11   that.  And I think the things I'm going to bring up are
  

12   redundant, that you've already addressed them, but they were
  

13   brought to our attention by some participants and so we need
  

14   to bet back to them.  And the first one has to do with the
  

15   individual not having access in a timely manner to their lab
  

16   results.  And so this e-mail was just sent to us on Monday,
  

17   just this past Monday, from USPM letting us know that it
  

18   typically would take ten to 15 business days, however, we are
  

19   experiencing a delay and it could take up to six weeks.
  

20               And so Mr. Jardin, when you said that you all are
  

21   working on that, is it right now and that we can let people
  

22   know that they should have access to their lab results or
  

23   those results will show up in their profile within now or --
  

24               MR. JARDIN:  By the 31st.
  

25               MR. LOEPPKE:  Of March.
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 1               MS. LOPEZ:  So we can let our participants know
  

 2   that and you're comfortable with that?
  

 3               MR. JARDIN:  I am.
  

 4               MS. LOPEZ:  Okay.  And then the second one -- And
  

 5   I know Rosalie just brought this up also.  As an individual
  

 6   who her challenges have not been recorded and she's concerned
  

 7   about having to pay the plan back, very concerned about that.
  

 8   So you are comfortable if I send her an e-mail letting her
  

 9   know that she should hear from US Preventive Medicine some
  

10   time next week to talk about that?  So just to assure her
  

11   that she's not going to have to pay the plan back.  Because
  

12   she is saying that she did all of her challenges.
  

13               MR. JARDIN:  Yes.
  

14               MS. LOPEZ:  She's okay.
  

15               CHAIRMAN DROZDOFF:  And Laura, maybe this is a
  

16   question for you with regard to nine and the challenges.  How
  

17   many additional challenges were added?
  

18               MS. STREEPER:  We added four.  This is Laura
  

19   Streeper for the record.  We added four challenges.  First
  

20   started at the end of February and they're going to be
  

21   running through mid-May.  And we have been sending out weekly
  

22   e-mail updates during the challenge period and then we do
  

23   send out an e-mail before the registration period, a reminder
  

24   during the registration period and then before the
  

25   participation period.  So we have been spending quite a bit
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 1   of time reaching out to the group of members we've identified
  

 2   who still need to complete challenges.
  

 3               MEMBER EWING-TAYLOR:  Thank you, Mr. Chairman.
  

 4   There were a couple of issues in two different items in four
  

 5   and nine.  Some of the comments indicate potential issues
  

 6   with staff training.  So for example, in four, instructions
  

 7   for the process were not provided by USPM.  And so I'm
  

 8   wondering are the instructions there?  Will they be there?
  

 9   Will staff be informed?
  

10               MS. STREEPER:  We did complete about a ten-page
  

11   user guide that included screen shots, walked the members
  

12   through every single step of getting their steps done, the
  

13   five steps that they were required to receive as the
  

14   incentive.  This user guide was e-mailed to members.  It was
  

15   included as a hyperlink attachment in an e-mail announcement.
  

16   We posted it on NVision splash page and it was also posted in
  

17   to their NVision account.  So there is a user guide that has
  

18   been developed and sent out to the membership base for
  

19   access.
  

20               MEMBER EWING-TAYLOR:  Does that address the topic
  

21   of number four, which is getting the dental and physical
  

22   examination information entered?
  

23               MS. STREEPER:  Yes, yes.  In detail.
  

24               MEMBER EWING-TAYLOR:  Okay.  And then on number
  

25   nine, the comment that the USPM representatives were unable
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 1   to answer questions about whether or not our employees had
  

 2   met all of the requirements, has that been addressed with
  

 3   your staff?
  

 4               MS. STREEPER:  Yes.  I have been working,
  

 5   personally working, with our member care representatives and
  

 6   our member care manager to address any of the issues that
  

 7   come up.  If members have questions about their challenges,
  

 8   they are instructed to send that individual directly to me
  

 9   where I can verify their participation.
  

10               I think that some of the comments and concerns
  

11   that have come up simply because people haven't been
  

12   following that process as they should.  So we do apologize
  

13   for that.  I have been working with our member care staff to
  

14   address that.  And moving forward we have a very solid
  

15   process in place.
  

16               MEMBER EWING-TAYLOR:  And then finally, I would
  

17   like one of you to address Peggy Lear Bowen's issue about not
  

18   being able to get her own blood work, copies of it, and
  

19   something that she signed that might seem to indicate that
  

20   she signed away those rights.
  

21               MS. STREEPER:  Well, that was -- what was
  

22   included in her health appraisal packet is the standard
  

23   consent to participate.  So basically the members, every
  

24   member, anybody participating in our program, is required to
  

25   sign a consent to participate saying, I agree to participate,
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 1   I agree to allow USPM to take my blood, run the results and
  

 2   share that information with me through my NVision account.
  

 3               After we run the results, we do post in to the
  

 4   member's account a full overview of their lab test.  We call
  

 5   this their member report.  And what we instruct the employee
  

 6   to do is to take that information to their physician with
  

 7   them so they can review those results personally with their
  

 8   physician.
  

 9               MEMBER EWING-TAYLOR:  So her concern that she was
  

10   unable to do that can be addressed how?
  

11               MS. STREEPER:  What we can do is we can go ahead
  

12   and put together her member report and send that directly to
  

13   her so she can share that with her physician.
  

14               MEMBER EWING-TAYLOR:  Okay.  Thank you.
  

15               MEMBER GAROFALO:  Mr. Chairman, just a couple
  

16   quick questions or comments if it's okay.
  

17               CHAIRMAN DROZDOFF:  Sure.
  

18               MEMBER GAROFALO:  Number one, you may be -- if
  

19   someone has these lab results because they've submitted a
  

20   test, they may need the actual results from the lab rather
  

21   than just a printout from the web page.  And it would seem to
  

22   me that it would be -- because another provider or a hospital
  

23   may not accept and rely on that and we don't want people to
  

24   have to get tested twice for the same thing.  And listening
  

25   to the doctor who testified earlier, some of those may not be
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 1   indicated anyway, which is a subject for another day.  But it
  

 2   seems to me there should be a way for those lab results to be
  

 3   transmitted directly to another provider for the members to
  

 4   avoid duplication that they might experience in getting
  

 5   testing.
  

 6               And then I have a follow-up.
  

 7               MS. STREEPER:  That's certainly something we can
  

 8   explore.  I don't have a direct answer to the question at
  

 9   this time.  But that could be something that we can discuss
  

10   internally.
  

11               MEMBER GAROFALO:  Okay.
  

12               MR. LOEPPKE:  I would say that we will address
  

13   that and find a way to have an amicable solution to this.  I
  

14   understand the issue and it seems reasonable.  I don't know
  

15   if there are things operationally or legally that need to be
  

16   addressed, but let's address them and try to bring this to
  

17   resolution.
  

18               MEMBER GAROFALO:  Thank you.  I do think that
  

19   some of the concerns that Peggy was articulating was just
  

20   standard HIPAA disclosures and permissions that you would
  

21   need to operate having her medical information.  So I don't
  

22   think you were saying you were going to possess it and never
  

23   give it to anybody or you were taking it away.  It's just if
  

24   you're going to possess it and then disseminate it through a
  

25   website you need permission to do that.
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 1               But my other follow-up is I wonder, I don't
  

 2   remember from the contract if there's penalty provisions or
  

 3   rewards and incentives for stellar performance.  But I wonder
  

 4   if based upon the glitches that we've had initially there
  

 5   might be some consideration of an adjustment to the rates or
  

 6   billing or credit or something like that to account for this.
  

 7   Because even though I'm the private member or one of the
  

 8   private members so I don't participate in this plan, but I
  

 9   struggle with weight issues and health issues, like a lot of
  

10   people do, and I participated in incentive things before.
  

11   And when you can't get those direct results and when you are
  

12   trying so hard to do something and meet all of these
  

13   expectations and you don't get the feedback that you're
  

14   expecting, it kind of pulls the rug out from under you from a
  

15   motivational standpoint and from a health standpoint.  So I'm
  

16   wondering if there's anything that is being considered from
  

17   your end because maybe those objectives aren't being met.
  

18               CHAIRMAN DROZDOFF:  Jeff, I think I'll see if
  

19   Donna can start the answer.
  

20               MS. LOPEZ:  Again, for the record, this is Donna
  

21   Lopez.  And there are performance standards and financial
  

22   penalties attached to this contract.  I don't have them in
  

23   front of me.  There are numerous ones.  There is no bonus
  

24   structure attached to this.  But that is certainly something
  

25   that I can bring to the next board meeting or whenever we
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 1   decide that we're going to have conversation about this again
  

 2   and go through each one of those performance standards.
  

 3               I do have to say though the way that it is set
  

 4   up, the standards, the reporting for those standards, are
  

 5   self-reported by the vendor and we've only received, I think
  

 6   we've measured twice so far and each time there was a penalty
  

 7   assessed.  I believe the first year there was 200,000,
  

 8   roughly $200,000 penalty assessed to USPM.  And the second
  

 9   year I believe it was 72, $75,000 penalty applied to them.  I
  

10   can't tell you which measures they did not meet, but I will
  

11   certainly have that information for the board next time.
  

12               MEMBER EWING-TAYLOR:  Thank you, Mr. Chairman.
  

13               Donna, don't sit down so quickly.
  

14               MEMBER MOORE:  Not so fast.
  

15               MEMBER EWING-TAYLOR:  I guess in light of the
  

16   issues that we've had over the last few years with this
  

17   particular vendor and in your comment that the penalties are
  

18   assessed based on self report and given that all of our other
  

19   vendors' feet are held to the fire by the ever-capable Bob
  

20   Carr, is this something that we could ask Bob to look at as
  

21   well?  Is that advisable?  Would you recommend it?  And why
  

22   haven't we?
  

23               MS. LOPEZ:  There were a lot of questions there.
  

24   I don't think it's something that couldn't be done by Bob.
  

25   We would have to send him and maybe another Health Claim
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 1   Auditors person in to the US Preventive office to evaluate
  

 2   their processes and look at their system and get back to the
  

 3   board with an objective report on their capabilities.  I
  

 4   can't explain to you why we didn't ask that in the past.  We
  

 5   just didn't structure this particular contract in that way.
  

 6   We can certainly do it if we decide to or when the next
  

 7   contract is implemented.
  

 8               MEMBER EWING-TAYLOR:  Okay.  Thank you.  And I
  

 9   guess, Mr. Chairman, if I could, it sort of leads me to the
  

10   bottom of the page on the agenda item and that is
  

11   recommendations.  And the staff has asked for direction
  

12   regarding any actions that the board might deem advisable or
  

13   reasonable to address these issues.  And I can't speak for
  

14   the rest of the board, but I'm a little lost as to what those
  

15   options might be, and frankly, was expecting some
  

16   recommendations from staff or at least some options as to
  

17   what we could do.
  

18               You know, I suppose we could get out a ruler and
  

19   rap their knuckles, but I'm not sure that's going to
  

20   accomplish anything.  So obviously we all want to move
  

21   forward in a much better manner than we have.  And I sort of
  

22   doubt that there's an appetite on the board for just saying
  

23   thank you and walking away from this.  So short of those two
  

24   things.
  

25               CHAIRMAN DROZDOFF:  Well, I think -- I agree with
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 1   you.  I think you were on to something with HCA.  That's
  

 2   certainly a recommendation.  I think some sort of that
  

 3   coupled with some sort of follow-up, written follow-up with
  

 4   would be another.  But I agree I'm at a bit of a loss.
  

 5               Anybody else want to say anything?
  

 6               MEMBER GARCIA:  I would, following on what you
  

 7   just stated, Leo, I would like to see a written follow-up
  

 8   from each one of these items that we've addressed today.  For
  

 9   instance, we've been told that several items are going to be
  

10   fixed in a couple of weeks, we're going to get a response out
  

11   to or they're going to be reaching out to -- by March 31st
  

12   item five and six are going to be fixed.  I would like to see
  

13   a report immediately after those timelines to confirm that
  

14   it's actually being done.
  

15               CHAIRMAN DROZDOFF:  Okay.  Thanks, Rosalie.
  

16               So why don't I let Judy say what she has to say
  

17   and then I would be looking for a motion.
  

18               MEMBER SAIZ:  I agree with that follow-up.
  

19               You mentioned, Donna, a contract.  When is this
  

20   contract up?
  

21               MS. LOPEZ:  This contract is out to bid right
  

22   now.  It is scheduled to terminate on September 30 of 2015.
  

23               MEMBER SAIZ:  Thank you.
  

24               CHAIRMAN DROZDOFF:  Anyone else?
  

25               MR. LOEPPKE:  Mr. Chairman.
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 1               CHAIRMAN DROZDOFF:  Yes, Dr. Loeppke, go ahead.
  

 2               MR. LOEPPKE:  I just wanted to clarify, as
  

 3   Mr. Jardin was talking about current cycle and next cycle, I
  

 4   wanted to clarify, this is all, as you know, an ongoing
  

 5   re-enrollment process right now that goes through May 31st.
  

 6   So even though there have been to this point in time is it
  

 7   7,000 that have enrolled, hopefully there will be many more
  

 8   that enroll between now and May 31st in a much hopefully
  

 9   better user-friendly experience.  Because these are being
  

10   continued to be worked on and refined and improved on an
  

11   ongoing basis on the functionality as well.
  

12               So I didn't want it to sound like that it was
  

13   going to be a next cycle some other time.  This is real time
  

14   that the commitment is and the work that is going on.
  

15               And again, it is so unfortunate that the
  

16   implementation of this new platform has had its challenges,
  

17   because the platform itself, I have to tell you I'm not a
  

18   technology person, but just from looking at how the clinical
  

19   integrity and the functionality of it, the platform is a much
  

20   better architecture and infrastructure that leads to better
  

21   security, stability and functionality over time.
  

22   Unfortunately, the initial user experience in getting on the
  

23   new platform has not been as positive as obviously all of us
  

24   would have hoped it to be and liked it to be.  But we're
  

25   committed to making it better.
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 1               CHAIRMAN DROZDOFF:  Okay.  Thanks.
  

 2               I would be happy to either brainstorm ideas or
  

 3   accept a motion.
  

 4               MEMBER GAROFALO:  I'll make a motion.
  

 5               CHAIRMAN DROZDOFF:  Go ahead, Jeff.
  

 6               MEMBER GAROFALO:  I would move that we do the
  

 7   following things:  That we confirm in writing the assurances
  

 8   that we've been given today by the vendor, that we be --
  

 9   evaluate for the next meeting what the penalty provisions are
  

10   and our ability to use an independent auditor to confirm
  

11   compliance with the contract.  And then I'll throw in a third
  

12   one, which is that we consult with counsel to evaluate
  

13   whether there has been a material breach of the contract.  I
  

14   know it's coming up so that may not -- the time may run out
  

15   on that, and find out if the contract has in fact been
  

16   breached as opposed to just been -- not been complied with.
  

17               CHAIRMAN DROZDOFF:  Okay.  So before -- I just
  

18   want to make sure I understand.  So I've got four things that
  

19   you've identified.  You had wanted the vendor to confirm in
  

20   writing by a date certain answers to -- or answers to the
  

21   nine questions that are in attachment A.  You would like, I
  

22   guess, it's the staff to evaluate any and all penalty
  

23   provisions that exist in this contract.  Again, you want
  

24   staff to confirm that a third party auditor could be used to
  

25   evaluate this contract.  And I guess maybe I'll ask you a
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 1   question.  If the answer to that is yes, do you want that
  

 2   process to begin?  And then fourth, for counsel to evaluate
  

 3   the question if there has been a material breach of the
  

 4   contract.
  

 5               MEMBER GAROFALO:  That sounds good.  And to
  

 6   answer your question, I would say that we would want to find
  

 7   out what the cost would be for that before we move forward
  

 8   with it.  But we would like a proposal for the independent
  

 9   auditor.
  

10               CHAIRMAN DROZDOFF:  All right.  So I think that's
  

11   now with that clarification that motion is understood.  Is
  

12   there a second?
  

13               MEMBER SAIZ:  I'll second.  This is Judy Saiz for
  

14   the record.
  

15               CHAIRMAN DROZDOFF:  There's a second by Judy.  Is
  

16   there any further discussion?  Bob.  I'll go Bob and then
  

17   Rosalie.
  

18               MEMBER MOORE:  Thank you, Mr. Chairman.  For the
  

19   record Bob Moore.  I don't want to unmercifully beat you guys
  

20   up.  I think it's a tough business.  But I hope you can
  

21   appreciate the gravity of our situation.  And you don't
  

22   function in a vacuum.  People talk.  If they've had a bad
  

23   experience, they are going to tell their co-workers and
  

24   they're going to tell their neighbors and they're going to
  

25   tell their spouses and it just exacerbates your black eye.
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 1   It just gets bigger and bigger and bigger.  So it behooves
  

 2   you to jump on these issues with great enthusiasm.  Put on
  

 3   your Sunday morning best because your RFP is out and get this
  

 4   stuff fixed quickly and that would be my advice.
  

 5               CHAIRMAN DROZDOFF:  And to that point, not only
  

 6   that, but this board in sort of great peril to itself fought
  

 7   extremely hard to keep this wellness program in place.  And
  

 8   so it is -- it is beyond frustrating to run in to this
  

 9   because so much of what we've tried to do is to -- You know,
  

10   it would have been a lot easier to fold up tents on this
  

11   thing and we haven't.  And it's just, I don't know, it's
  

12   tough.  Like Bob said, it's a tough business.
  

13               Rosalie, what do you got?
  

14               MEMBER GARCIA:  I would like to amend the
  

15   previous motion to also include that the vendor provide us an
  

16   update as to the activity relative to items one through nine
  

17   as they expressed they were going to complete.
  

18               CHAIRMAN DROZDOFF:  I think the motion -- We can
  

19   clarify.  But I thought the motion underscored that we wanted
  

20   a complete follow-up to items one through nine, attachment A,
  

21   so I think that -- I believe that's included in the motion.
  

22               MEMBER BAILEY:  It is.
  

23               CHAIRMAN DROZDOFF:  Dennis.
  

24               MR. BELCOURT:  You know, I don't have a verbatim
  

25   recollection of what the motion was.  I apologize.  But if
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 1   your interpretation was of that and it's accepted, I think if
  

 2   the mover accepts that and the seconder accepts that, I think
  

 3   it's okay.
  

 4               CHAIRMAN DROZDOFF:  So maybe I'll go to the maker
  

 5   of the motion and the second.  I mean, Jeff and Judy, do you
  

 6   believe that was underscored in your motion and second?
  

 7               MEMBER GAROFALO:  I do.
  

 8               CHAIRMAN DROZDOFF:  Judy?
  

 9               MEMBER SAIZ:  This is Judy.  I do too.
  

10               CHAIRMAN DROZDOFF:  Okay.  Okay, Rosalie?
  

11               MEMBER GARCIA:  Okay.  Thank you.
  

12               CHAIRMAN DROZDOFF:  All right.  Anything else?
  

13   All right.  Seeing none I'll call for the question.  All
  

14   those in favor please say aye.
  

15         (The vote was unanimously in favor of the motion)
  

16               CHAIRMAN DROZDOFF:  Any opposed?  Motion carries.
  

17   Thank you.
  

18               All right, Roger.  Come on up.
  

19               Go ahead, Roger.
  

20               MR. RAHMING:  So Item Number 6 is the bill
  

21   tracking.  So first is going through all of the various ones
  

22   that we're looking at and I'm going to go with the ones that
  

23   have the biggest impact to us.  When we started this
  

24   adventure about three weeks ago, we had about a hundred that
  

25   we were looking at.  We've distilled those down to a handful
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 1   and I'll talk about that handful.  A number of these we
  

 2   actually comply with but it's of interest to us, like the
  

 3   autism spectrum disorder listing that cap-off which we
  

 4   already did.
  

 5               One that we're looking at is ethics.  What it did
  

 6   is it expands really the scope of coverage.  Prior it was
  

 7   public officers.  Now it is public employees.  And so that's
  

 8   something we'll keep our eyes on to make sure.  As you know,
  

 9   through the board policies and procedures, you guys actually
  

10   have a link to the ethics policy.  So we're keeping our eye
  

11   on that.
  

12               CHAIRMAN DROZDOFF:  Which one?
  

13               MR. RAHMING:  AB 60.
  

14               MEMBER BAILEY:  Give us a bill number.
  

15               MR. RAHMING:  Sure.  So AB 60.
  

16               CHAIRMAN DROZDOFF:  Are you just going to go down
  

17   the list?
  

18               MR. RAHMING:  I wasn't planning but I could.
  

19               CHAIRMAN DROZDOFF:  It might be -- Well, I'll
  

20   leave it to you.  But if you're not then just identify which
  

21   ones you're going to talk about.
  

22               MR. RAHMING:  I think that's probably the
  

23   preferred method I can tell.
  

24               AB 164, investigational drugs.  We already do
  

25   this.  So given terminally ill if there's no treatment
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 1   available and they get the doctor's permission, et cetera, we
  

 2   comply with this now.  But we started looking at these just
  

 3   in case there are amendments.  So the bill can be as written
  

 4   and as submitted, but we never know if there's going to be
  

 5   amendments.
  

 6               This is AB 230.  Insurers contract with any
  

 7   qualified provider.  We covered this with our 50-mile rule.
  

 8   So if there's no provider within 50 miles, of course, you can
  

 9   go to that physician and they are as they would be in
  

10   network.
  

11               AB 426, this is an interesting bill.  It's an
  

12   amalgamation, it appears.  We got this on Monday of our
  

13   hearing which is the interpretation of the incentive or the
  

14   subsidy and the methodology.  Currently we have a fixed
  

15   dollar amount for non-states.  These states have a percentage
  

16   of.  This first part deals with that piece.  The second piece
  

17   gives them an option and that would be and we believe this
  

18   came from local government.  They would have the option of
  

19   getting a fixed dollar amount and using that for medical
  

20   coverage.  And it doesn't define where the medical coverage
  

21   is.  So that's really what's embodied in this bill.
  

22               We've actually passed this around the office to
  

23   make sure that we have a consistent understanding on what
  

24   this one is doing because it has a couple moving parts.  But
  

25   that really is the gist of it.  Taking our hearing for the
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 1   top part so they have a percentage of and the bottom part
  

 2   they would have the option to get a fixed dollar amount to go
  

 3   and spend on insurance in the market place.
  

 4               Moving to SB --
  

 5               MEMBER MOORE:  Can you do that again?  I'm going
  

 6   to -- Do that again.  City of Reno has a retiree that's here.
  

 7   Bad example.
  

 8               MR. RAHMING:  Let's say they do.  So City of Reno
  

 9   has --
  

10               MEMBER MOORE:  And they're paying a subsidy of --
  

11   make up a number -- 500.  And that employee says I don't want
  

12   to be in PEBP anymore.  I want to go to Tijuana Mutual.  Reno
  

13   has to give that person $500?
  

14               MR. RAHMING:  That's what that's saying.
  

15               MEMBER MOORE:  Isn't that a taxable event?
  

16               CHAIRMAN DROZDOFF:  I have no idea.
  

17               MEMBER MOORE:  You can't give somebody money to
  

18   go buy personal insurance.  That's now income.  That's --
  

19               CHAIRMAN DROZDOFF:  It could be.  You're probably
  

20   right.  I mean, it's not our bill.
  

21               MEMBER MOORE:  Not a good idea for the employee.
  

22   Right now they're getting a tax-free benefit and now they're
  

23   going to jump out and go buy insurance from Tijuana Mutual
  

24   and that 500 bucks is now taxable income.  It makes no sense.
  

25   I don't know where that came from.
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 1               MR. RAHMING:  I believe that came from local
  

 2   government.
  

 3               MEMBER MOORE:  Bad idea.  And as long as I'm on a
  

 4   runner, explain to me the second page, section 12, deals
  

 5   with, it's a grandfathered provision for those retiring prior
  

 6   to 7-1-15.  I'm not sure what that's all about.  The third
  

 7   line, section 12, this bill does not apply to a retiree and
  

 8   retired before July 1, 2015, which would be all of them
  

 9   because we don't let new ones in.
  

10               MR. RAHMING:  And we --
  

11               MEMBER MOORE:  So we're going to pass this law
  

12   but it doesn't apply to anybody?
  

13               MR. RAHMING:  You're correct.  And in a
  

14   conversation that we had yesterday, we need to engage local
  

15   government because this is not our bill.  So they understand
  

16   what this means.  Because you're absolutely right, that's a
  

17   closed pool.  So what we are trying to do is make sure that
  

18   somewhere in the language it doesn't open that pool back up.
  

19               CHAIRMAN DROZDOFF:  So you're going to follow up
  

20   with the association of counties and cities?
  

21               MR. RAHMING:  Yes.
  

22               CHAIRMAN DROZDOFF:  Okay.  All right.
  

23               MEMBER MOORE:  Thank you, Mr. Chairman.
  

24               CHAIRMAN DROZDOFF:  Sure.  Let's keep going.
  

25               MR. RAHMING:  SB 6, office of patient centers
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 1   homes.  This one has interest to us because internal we talk
  

 2   quite a bit about that.  It will be an office that's going to
  

 3   certify primary practices.  And it also is going to identify
  

 4   how the billing would happen, how we would incentivize
  

 5   somebody to use that.  So again, it's going to be
  

 6   encompassing everything from the home itself to how it's
  

 7   engaged by an insurer and a patient and a participant.  So
  

 8   something that we're very interested in again, so we're
  

 9   following that one.
  

10               SB 159, we already have this in the master plan
  

11   document.  It just happened to be something that was on
  

12   there.
  

13               SB 162, we actually were pulling this off because
  

14   it has nothing to do with us.  It stayed in there.
  

15               SB 219, abuse deterrent to opiates.  We don't
  

16   differentiate but we did put a fiscal note in that, in there,
  

17   because we don't know what the cost is.  And they also, DHH,
  

18   also put in a fiscal note because we don't know what the cost
  

19   of those are.  But a little background, when they're talking
  

20   about abuse deterrent, they're talking about the inability or
  

21   have to crush them.  So it's a different blend.  The drug
  

22   itself isn't really different.  It's the way it's bound
  

23   together.  So we sat through a demonstration of that and
  

24   someone hit them with a hammer and they shot across the room.
  

25   But they appear to be expensive.  We don't know that.  One of
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 1   the questions in the hearing was what do they believe the
  

 2   cost to be.  They were going to come back and give that
  

 3   information.  But again, we don't know.
  

 4               SB 222, this is probably the bill we're watching
  

 5   the closest because it has some very detrimental impacts to
  

 6   all of our plans.  It states that you can't pay more than $50
  

 7   a month for a 30-day supply of drugs or 20 percent more than
  

 8   the out-of-pocket max.  So that basically invalidates the HSA
  

 9   because we have to hit a -- basically we need to hit what our
  

10   deductible is prior to having anything else being paid out.
  

11   This invalidates that.
  

12               Looking through at the Hometown's plan, and Ty
  

13   got back to us, this would increase their cost by about two
  

14   and a half percent.  And there was a range of between .6 and
  

15   two percent from HPN.  So it's a very expensive proposition.
  

16   This one we will be testifying against, as I believe there
  

17   will be a lot of insurers testifying against.  So this is the
  

18   one that we were really watching.
  

19               And then our bill is the Tri-Care exemption is SB
  

20   471 and then SB 472.  It's the waiting period which is making
  

21   it the day of or the month, the first of the month after
  

22   consistent with NSHE faculty.
  

23               CHAIRMAN DROZDOFF:  Now, you can do SB 222, you
  

24   can do an unsolicited fiscal.
  

25               MR. RAHMING:  We did.  And it was somewhere in
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 1   the eight-ish million dollars.
  

 2               And the other aspect of this is we wouldn't be --
  

 3   Let's say this went through, we couldn't do this in time.
  

 4   This comes on line July 1.  So this is a total dismantling of
  

 5   our plans.
  

 6               CHAIRMAN DROZDOFF:  And everybody else's.  Are
  

 7   there any other questions from Roger about the legislation?
  

 8               MEMBER EWING-TAYLOR:  Thanks, Mr. Chairman.
  

 9               Roger, on SB 472, the text here says what the
  

10   existing federal law is.  But what does SB 472 do?  The last
  

11   one on page three.
  

12               MR. RAHMING:  Oh, so this moves from the -- We
  

13   had 90 days and then we went to 60 days.  Roger for the
  

14   record.  And now we're going to do the day of or the first of
  

15   the month after.
  

16               CHAIRMAN DROZDOFF:  That's what the bill says.
  

17               MR. RAHMING:  That's what the bill does.
  

18               MEMBER EWING-TAYLOR:  Oh, okay.  There's no
  

19   verbiage here about what the bill does.  Just what current
  

20   law is.  So the bill actually does what we've already done.
  

21               MR. RAHMING:  Or we're going to do.
  

22               MS. GLOVER:  Leo, can I make one point?  This is
  

23   Celestena Glover for the record.  SB 222, that fiscal note,
  

24   was not an unsolicited.  The fiscal note was not an
  

25   unsolicited fiscal note.  It was a requested fiscal note.  So
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 1   we did respond to that.  We included additional information
  

 2   explaining the legal ramifications of basically disqualifying
  

 3   our plan from being an HSA, what that will mean to our
  

 4   participants, tax issues that they potentially will have.
  

 5   The bill is to be effective the 1st of July of 2015.  It
  

 6   further states that regardless of what your plan has, you
  

 7   will comply with this law.  So it null and voids your plans.
  

 8   And there is no way most -- We would have a very difficult
  

 9   time coming up with a new plan effective July 1 to change
  

10   everything, which is exactly what it does.  So that's all I
  

11   wanted to add.
  

12               CHAIRMAN DROZDOFF:  Any other questions?  All
  

13   right.  Thank you, Roger.
  

14               So I'm moving to the last agenda item, which is
  

15   public comment.
  

16               MEMBER GAROFALO:  We will have one in Las Vegas.
  

17               CHAIRMAN DROZDOFF:  We'll do the two in Carson
  

18   and do the one in Las Vegas.
  

19               MR. BIBB:  Thanks, Mr. Chairman.  For the record,
  

20   Marty Bibb with the Retired Public Employees of Nevada.  When
  

21   staff went through the rate setting process and that sort of
  

22   thing, I wonder -- I didn't see anything that dealt with your
  

23   subsidy language for Medicare exchange members.  And I wonder
  

24   if perhaps Tena or someone could bring us up to where it is
  

25   today and what the projection is as far as where it will go
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 1   in the new plan year.
  

 2               MS. GLOVER:  Celestena Glover for the record.
  

 3   And if I'm understanding you correctly, you're asking me
  

 4   about what the Medicare HRA contribution is?
  

 5               MR. BIBB:  Yes.
  

 6               MS. GLOVER:  Currently it's $11 per year of
  

 7   service.  So for a base 15-year retiree, that's $165 a month.
  

 8   Our budget reflects that to increase in plan year '17 to $12
  

 9   per year of service per month.  So $180 per month for a base
  

10   15-year retiree.
  

11               MR. BIBB:  Okay.  Mr. Chairman, if I could then,
  

12   just so I understand that, Tena, then that would go in to
  

13   effect in plan year '17?
  

14               MS. GLOVER:  The $12 per month will go in to
  

15   effect for plan year '17.
  

16               MR. BIBB:  And basically, just so I understand
  

17   it, that is at the 15 years of service.  And does it adjust
  

18   as the schedule shows up to a maximum five more years?
  

19               CHAIRMAN DROZDOFF:  Uh-huh.
  

20               MS. GLOVER:  Correct.
  

21               MR. BIBB:  Thank you very much.
  

22               CHAIRMAN DROZDOFF:  Go ahead, Peggy.
  

23               MS. LEAR BOWEN:  For the record my name and my
  

24   words for the record Peggy, P-e-g-g-y, Lear, L-e-a-r, Bowen,
  

25   B-o-w-e-n.  First, I have a mea culpa to do.  They don't care
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 1   if I smoke anymore.  They do care if I drink.  And the
  

 2   question that remains on their survey is "do you ever drink
  

 3   alcoholic beverages."  And I think that that should -- it can
  

 4   go on of how many alcohol and things like that.  But taking
  

 5   one drink to see what a Tequila Sunrise tastes like would
  

 6   make me have to answer that question yes.
  

 7               They did just replace the smoking issues with do
  

 8   you currently smoke tobacco, currently smoke tobacco in any
  

 9   form, and they have changed that and I want to give them
  

10   credit for doing that.
  

11               A couple of things that I don't want to give them
  

12   credit for because it hasn't been done, and I've reflected on
  

13   this several times, and that is that there is no or has not
  

14   been incorporated in any of their documentations how a person
  

15   with disabilities might qualify for their wellness program
  

16   and meet challenges and that sort of thing.
  

17               And one of Mr. Wells' last directions to the
  

18   company after the board meeting had stopped was would you
  

19   come up with some challenges for the disabled, whether they
  

20   could do things in the water or aqua exercise or those sorts
  

21   of things, to try and meet a wellness standard through a
  

22   means by which they can participate instead of walking around
  

23   the lake or doing that sort of thing.  And it's important.  I
  

24   don't believe this wellness program truly has addressed in
  

25   print and in actuality the needs of the disabled.  That would
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 1   be important for me to talk about.
  

 2               And I am still concerned that even when you all
  

 3   acknowledge that BMI is not the best index to utilize in
  

 4   these types of plans, you suggested other measurements.  And
  

 5   I would appreciate maybe that you revisit those other
  

 6   measurements other than just the BMI as to whether or not
  

 7   you're meeting certain goals regarding obesity and size and
  

 8   weight, that sort of thing.
  

 9               I did want to address the fact that they're doing
  

10   everything by e-mail.  I have yet to hear from them because I
  

11   get snail mail.  Until I finally called in and I requested my
  

12   package and things like that.  But I have not been notified
  

13   of the four new challenges that have come up that are due by
  

14   the end of May and have no idea whether or not with my
  

15   disabilities I can, again, have a way in which to do that.
  

16               I thought of an idea for the blood issue and that
  

17   is change the ownership of the labs to the individuals and
  

18   the individual gives permission for them to have -- be one of
  

19   the ones to receive the results of labs as they're required
  

20   by the wellness program.  And in that way you're keeping with
  

21   what has been the standard all along.  You're just adding one
  

22   more recipient by the fact that you're using their form to be
  

23   filled out the actual blood work that you -- the form you
  

24   submit to the lab to take the blood work, have that, make it
  

25   automatically include them.  And by you giving consent to
                 CAPITOL REPORTERS (775) 882-5322

144



 1   participate, you give them consent to be one of the
  

 2   recipients and that way they don't own the labs.  You still
  

 3   have maintained your integrity.  And they will have gained
  

 4   the needs of the information -- that they will have met their
  

 5   needs too.  Just a suggestion for consideration.
  

 6               And thank you for all of your hard work.  You
  

 7   guys are just awesome and really, really appreciate you
  

 8   caring so much for us in these matters.
  

 9               CHAIRMAN DROZDOFF:  Thank you, Peggy.
  

10               So let's head down south to the comment in Las
  

11   Vegas.
  

12               MS. CAMERON:  Good afternoon.  I'm Vicki Cameron
  

13   again.  I have a couple of comments that I would like to
  

14   make.  First on the wellness program, my initial question was
  

15   when does this NVision contract expire, which you have
  

16   answered is September 30th.  But my next question is why are
  

17   you going on an RFP for a wellness program again when you
  

18   have been advised by the legislature to not fund it?
  

19               And secondly, I would like to also thank you for
  

20   watching AB 426 and making us aware if it is going to affect
  

21   current retirees.  And that's my comments.  Thank you.
  

22               CHAIRMAN DROZDOFF:  Thank you.  Okay.  So I know
  

23   that, Don, I know that either you or Judy wanted to request a
  

24   future agenda item and I'll give you an opportunity to do
  

25   that, either one of you.
                 CAPITOL REPORTERS (775) 882-5322

145



 1               MEMBER SAIZ:  Okay.  I'd like to place on future
  

 2   agenda a discussion with the board to look at providing
  

 3   on-site services for the retirees, on-site services with One
  

 4   Exchange, I guess Towers Watson, whatever we call them, just
  

 5   to have an open discussion.  We currently have HealthSCOPE
  

 6   here.  And when I was looking at the numbers, we have an
  

 7   awful lot of retirees.  I think it's like over 30 -- I don't
  

 8   know.  Tena, you would know.  At least 30 some percent that
  

 9   are retirees out of our base population that this would
  

10   affect.  So I think we need to really look at this and see if
  

11   we can get some sort of presence, maybe even once the first
  

12   week of the month or something, consistent presence by them
  

13   so that the retirees are informed of their presence.
  

14               And then I'd like to also just kind of have
  

15   discussion about having that presence up north and then
  

16   having it down south also.  At one point when I worked here
  

17   for PEBP we did have an office with the TPA down south and
  

18   you have a big population down there.  So it just seems like
  

19   it's off balance to me.  So I would just like to open that up
  

20   to discussion with the board and see what can happen.  So I
  

21   would like to place that on the agenda when it's convenient
  

22   for staff.
  

23               CHAIRMAN DROZDOFF:  Does staff understand the
  

24   request?
  

25               MS. CARRAHER:  Yes, sir.
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 1               MEMBER SAIZ:  Thank you.
  

 2               MEMBER BAILEY:  I just want to second that.
  

 3               CHAIRMAN DROZDOFF:  There you go.  All right.  Is
  

 4   there anything else?
  

 5               MEMBER MOORE:  At the sake of being redundant, I
  

 6   would like to see an agenda item about self insuring the HMO
  

 7   in northern Nevada.
  

 8               CHAIRMAN DROZDOFF:  Yes.  So, Roger, I really do
  

 9   think, and Aon as well, I mean, I do think that maybe the way
  

10   to deal with this as opposed to a bunch of one-offs is take a
  

11   good look -- And I'm happy to work with you too -- take a
  

12   good look at what the next year looks like, you know, in
  

13   terms of meeting and when you have to get X, Y, and Z done.
  

14   And do you have an idea of what you want to get done?  You've
  

15   heard a couple of things from board members and let's just
  

16   try to plan the best time for the various items so that
  

17   there's a mutual expectation.
  

18               All right.  Seeing no further comments, I will
  

19   close this meeting.  Thank you all for being in attendance.
  

20                 (Hearing concluded at 1:29 p.m.)
  

21
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 1   STATE OF NEVADA     )
                       )ss.

 2   CARSON CITY         )
  

 3
  

 4             I, CHRISTY Y. JOYCE, Official Court Reporter for
  

 5   the State of Nevada, Public Employees' Benefits Program
  

 6   Board, do hereby certify:
  

 7             That on Thursday, the 26th day of March, 2015, I
  

 8   was present at the offices of the Public Employees' Benefits
  

 9   Program, Carson City, Nevada, for the purpose of reporting in
  

10   verbatim stenotype notes the within-entitled public meeting;
  

11             That the foregoing transcript, consisting of pages
  

12   1 through 147, inclusive, includes a full, true and correct
  

13   transcription of my stenotype notes of said public meeting.
  

14
  

15             Dated at Reno, Nevada, this 10th day of April,
  

16   2015.
  

17
  

18
  

19                                    ________________________
                                     CHRISTY Y. JOYCE, CCR

20                                     Nevada CCR #625
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