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 1            THURSDAY, MARCH 22, 2018, CARSON CITY, NEVADA

 2                               -oOo-

 3                CHAIRMAN CATES:  I would like to call to order

 4    the Public Employees' Benefits Program Board Meeting.  Let's

 5    start with roll call.

 6                MS. LANDRY:  Ana Andrews?

 7                MEMBER ANDREWS:  Here.

 8                MS. LANDRY:  Don Bailey?

 9                MEMBER BAILEY:  Here.

10                MS. LANDRY:  Patrick Cates?

11                CHAIRMAN CATES:  Here.

12                MS. LANDRY:  Chris Cochran?

13                MEMBER COCHRAN:  Here.

14                MS. LANDRY:  Linda Fox?

15                MEMBER FOX:  Here.

16                MS. LANDRY:  Leah Lamborn?

17                MEMBER LAMBORN:  Here.

18                MS. LANDRY:  Glenn Shippey?

19                MEMBER SHIPPEY:  Here.

20                MS. LANDRY:  Tom Verducci?

21                MEMBER VERDUCCI:  Here.

22                MS. LANDRY:  Christine Zack?

23                MEMBER ZACK:  Here.

24                MS. LANDRY:  John Packham?
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 1                MEMBER PACKHAM:  Here.

 2                MS. LANDRY:  We have a quorum.

 3                CHAIRMAN CATES:  Thank you.

 4                Okay.  So the agenda we have before us, I just

 5    want to let everybody know where we're going to take public

 6    comment.  Obviously, we'll take it at Item Number 2, public

 7    comment.  I also will accept public comments on Item 7, 8 and

 8    the 9 and then again on Item 13.  If you have any public

 9    comment on any other item or anything else, please do so on

10    Agenda Item Number 2 or Agenda Item 13.

11                With that, we'll move to Agenda Item Number 2,

12    public comment.

13                MS. BOWEN:  Good morning.  My name and words for

14    the record Peggy, P-e-g-g-y Lear, L-e-a-r Bowen, B-o-w-e-n.

15                And because you went through that so fast, I'm

16    just making it very clear that I understand completely that

17    Mr. Haycock and all are working very hard to see that women

18    are not charged, it's part of their benefit for their

19    mammograms and they are 3-D.

20                At our last conversation, it was very clear that

21    there was still only one mammogram, and what it is my hope

22    today with what you are doing and how you're doing it that

23    when you include rate-setting going up, everything that you

24    have on the agenda today that you take into consideration the
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 1    request, women are not getting their mammograms because they

 2    can't afford a follow-up mammogram if their doctor requests

 3    it.

 4                It would be very very helpful if that -- that

 5    upon doctor's request after the first mammogram, whether it

 6    be 3-D or otherwise, that upon the doctor's request that

 7    there be as part of the benefit a second mammogram so that

 8    women are not dying with -- men and women, it's across the

 9    board, are not dying because of not being able to afford

10    follow-up -- that follow-up care.

11                What we basically we've done now is become a

12    diagnostic insurance company.  You go to the eye doctor and

13    you're diagnosed with what you need for your eyes.  You go to

14    the medical doctor and you get diagnosed for that sort of

15    thing and for your -- but a lot of what we've become is an

16    insurance company for the State of Nevada for retirees and

17    non-state retirees and non-state actives and non-state

18    retirees is more or less a diagnostic company with less

19    incumbent upon the insurance company to pay for the care that

20    is followed up that is needed if -- if noted by a doctor, and

21    you might want to keep that in mind today while you're doing.

22                Thank you so much for all your hard work and

23    getting your life wraps out and coming to the meeting.  Take

24    good care.
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 1                CHAIRMAN CATES:  Thank you.

 2                Any other public comment in Carson City?

 3                Any public comment in Las Vegas?

 4                Seeing none, we'll move on.  We'll close Agenda

 5    Item Number 2 and move to Agenda Item Number 3, PEBP Board

 6    disclosures for applicable Board meeting agenda items.

 7                Dennis?

 8                MR. BELCOURT:  Chair, Members, Dennis Belcourt,

 9    deputy attorney general.  This is, of course, this agenda

10    item is a result of our presentation at the last meeting

11    where the ethics commission executive director recommended

12    that PEBP Board Members who receive or eligible for PEBP

13    benefit disclose that fact on the record.

14                Given that there's at least three agenda items

15    that address PEBP benefits, I've discussed with her the

16    possible options for that.  You know, in other words, do we

17    have to do 18 disclosures because there's or actually I think

18    it would be 24 disclosures, if each member disclosed on each

19    item.  And the response was no, that we could when approached

20    could be for me to do a generic disclosure that Board Members

21    who are eligible for such benefits or whose family members

22    are eligible for such benefits could, you know, opt out of.

23                And so with your permission, I would go ahead and

24    present a generic disclosure and the members can go ahead and
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 1    if they have anything to add or modify with their particular

 2    instance, they could certainly do so.

 3                CHAIRMAN CATES:  Yeah, why don't you go ahead and

 4    do the disclosures and then if members have any questions or

 5    want to add onto it, we can do that.

 6                MR. BELCOURT:  So on behalf of PEBP Boards

 7    Members who are eligible for PEBP benefits or who have family

 8    members who are eligible for PEBP benefits, I will offer the

 9    following disclosure pursuant to NRS 281A.420.  And the Board

10    Members that, you know, based on their current or prior

11    employment, retirement situation, who could be eligible that

12    I identified were the Chair, the vice chair, Members Andrews,

13    Cochran, Fox, Lamborn, Packham and Shippey and please correct

14    me if I'm wrong on any of those, either they're state

15    employees, state officers or NSCHE, professional staff or in

16    a similar capacity.

17                At the January 25, 2018 Board meeting, the Board

18    was given a presentation, which I discussed, and the

19    executive director recommended disclosures.  PEBP benefits

20    created a significant pecuniary interest and can create also

21    or can be effected by commitment on the members in their

22    personal capacity to other individuals and, therefore, come

23    within the disclosure law.

24                The agenda items effecting benefits that I've
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 1    identified and maybe others include that Item Number 9, plan

 2    year 2019 rates, Item 10, concerning master plan documents

 3    and Item 11, the rewards process for the Healthcare Bluebook.

 4                After the foregoing disclosure pursuant to NRS

 5    281A.420 for the Board Members I've identified, I recommend

 6    that the Board Members be given the opportunity on an

 7    individual basis to accept the disclosure as their own or to

 8    make up for the own disclosure.  And once that process is

 9    done, I would like to also render advice on what the

10    disclosure means and what that -- why don't I do that right

11    now and then if the Board Members have any comments on that

12    as well, they can.

13                Basically, disclosing pursuant to, you know, when

14    you're in a situation -- as we were advised last week, when

15    you're in a situation such as a Board member where you're

16    voting on something which you're part of a greater class of

17    people who would be similarly situated that that disclosure

18    does not mean that you cannot vote.  In fact, there's a

19    presumption that under those situations you do not have a bar

20    to voting based on the ethics law.

21                And with that, I would turn it back over to the

22    Chair to solicit any questions or comments from the Board or

23    further disclosures or what have you from the Board Members.

24    Thank you.
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 1                CHAIRMAN CATES:  Thank you, Dennis.

 2                Members have any questions about this?  I think

 3    this was an abundance of caution after the feedback we got

 4    from the ethics commission.  Obviously, those of us that are

 5    participating members and PEBP programs received the same

 6    benefits as anyone else based on the decisions we make, and I

 7    think that's the basis of the disclosure and I think if I

 8    understood Dennis correctly, it certainly doesn't preclude us

 9    from voting and participating on those items.

10                MEMBER ZACK:  Mr. Chair?

11                CHAIRMAN CATES:  Yes.

12                MEMBER ZACK:  Christine Zack in Las Vegas.

13                May I make an additional disclosure at this time?

14                CHAIRMAN CATES:  Sure, go ahead.

15                MEMBER ZACK:  Christine Zack for the record.  I

16    did accept an invitation to meet with Courtney Kelley with

17    Hometown Health and Chris Bosse with Renown on Agenda Item

18    Number 7, regarding the Board ratification of contract

19    between PEBP and Saint Mary's.  I think based on the ethics

20    training that we had, that's something I have to disclose.

21                Separately, I have a question for Bud Stevens,

22    who is general counsel for HPN, but there -- we didn't talk

23    about agenda item related to HPN.  In fact, I'm not even sure

24    there are any agenda items but a full disclosure, those are
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 1    the meetings that I have participated since the last Board

 2    meeting.

 3                CHAIRMAN CATES:  Anyone else?

 4                MEMBER COCHRAN:  Mr. Chair, this is Chris

 5    Cochran.

 6                I too had a meeting with Courtney Kelley and Ty

 7    Windfeltd from Hometown Health to discuss the matter on Item

 8    7 or is it the agenda item.

 9                CHAIRMAN CATES:  Okay.

10                MEMBER LAMBORN:  Mr. Chair?

11                CHAIRMAN CATES:  Yes.

12                MEMBER LAMBORN:  I had a brief telephone

13    conversation with Chris Bosse on Item 7.

14                CHAIRMAN CATES:  Okay.

15                MEMBER LAMBORN:  I want to disclose.

16                CHAIRMAN CATES:  I'll also do a disclosure on

17    Agenda Item Number 7.  I have had a couple meetings with the

18    officials from Renown, Chris Bosse and Dr. Slonim and Mike

19    Hillerby once on the phone and once in person, and I'll talk

20    more about that when we get to Agenda Item Number 7.

21                MEMBER BAILEY:  I too have to disclose that I had

22    a phone call from a member of Hometown Health but nothing

23    came up, and I didn't have any meetings.  I didn't have any

24    conversation, and I couldn't meet with that individual anyway
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 1    just due to health problems so I disclose that.

 2                MEMBER FOX:  I also met with Courtney Kelley

 3    briefly last week.

 4                CHAIRMAN CATES:  On -- regarding Agenda 7?

 5                MEMBER FOX:  Seven, yes.

 6                CHAIRMAN CATES:  Anyone else?

 7                MEMBER SHIPPEY:  For the record, Glenn Shippey.

 8                I was contacted by Hometown Health.  They asked

 9    to meet with me, but I did not meet with Hometown Health.

10                CHAIRMAN CATES:  Anyone else?  Okay.  If nobody

11    has anything else, we'll go ahead and close Agenda Item

12    Number 3 and move to Agenda Item Number 4.  This is a consent

13    agenda.  There's a number of things on here.

14                Does anybody wish to have any of these items

15    pulled for discussion?

16                MEMBER COCHRAN:  Mr. Chair, I move that we accept

17    consent agenda.

18                CHAIRMAN CATES:  Thank you.

19                We have a motion.  Do we have a second?

20                MEMBER BAILEY:  Second that.

21                CHAIRMAN CATES:  Okay.  We have a motion and a

22    second to accept the consent agenda.  Any discussion on the

23    motion?  Hearing none, I'll call for a vote.  All those in

24    favor of the vote, signify by saying aye.  All opposed?

Capitol Reporters



Page 15

 1                (The vote was unanimously in favor of the

 2    motion.)

 3                CHAIRMAN CATES:  Motion carries.

 4                Move to Agenda Item Number 5, Health Claim

 5    Auditors, Inc. annual audit of Express Scripts.

 6                MR. CARR:  Thank you.  For the record, my name is

 7    Robert Carr.  I represent Health Claim Auditors, Inc.

 8                Mr. Chairman, members of the Board, this past

 9    October, November, Health Claim Auditors performed a

10    prescription benefit manager audit of Express Scripts on

11    behalf of PEBP's benefit plan, a prescription drug claims as

12    per the terms set forth within the request for proposal 3220

13    and the current effective agreement.

14                This audit included 100 percent prescription

15    claims processed by Express Scripts from July 1st, 2016

16    through June 30, 2017 or PEBP's plan year 2017.

17                The audit included all performance metric

18    guarantees identified in the agreement, plus numerous

19    additional categories in addition to operational policies and

20    procedures.

21                We wanted to assure you that we audited these

22    categories to the fullest.  However, per agreement, Express

23    Scripts considers the majority of the guarantees to be

24    proprietary and confidential for competitive reasons.  To be
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 1    in compliance with this agreement, this report was presented,

 2    that is presented to you today, was reviewed and redacted to

 3    the satisfaction of both PEBP and Express Scripts.

 4                The majority of the discounts provided to PEBP in

 5    your contract are based on a percentage measurement of

 6    average wholesale price known as AWP.  Due to PEBP's past

 7    experience with the receipt of incorrect data from vendors

 8    previous to Express Scripts, testing of this year's audit

 9    data reflects that each claim is correct and accurate AWP for

10    the 2009 national class action lawsuit effective of AWP

11    pricing were supplied for this audit.

12                Audit results revealed that Express Scripts was

13    found to perform or over-perform the guarantee in the

14    categories of discounts for retail name brand, mail order

15    name brand, generic drug claims, the dispensing fee for all

16    categories, the customer service levels for telephone

17    response times, abandonment rates, first call resolutions and

18    the percentage of network pharmacies and a proximity to PEBP

19    participants.

20                Administration fees were calculated and charged

21    correctly.  Other categories that met the guarantees were

22    timely shipping of mail order claims, the timely reporting to

23    PEBP, utilization management and drug utilization review and

24    applications, as well as Express Scripts provided an
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 1    excellent distribution of specialty drugs with coordination

 2    to your TPA.

 3                PEBP is to receive 100 percent of manufacture

 4    rebates with a specific guarantee for each name brand drug

 5    dispensed through retail, mail order and specialty

 6    pharmacies.  Rebate mailings made to PEBP for plan year 2017

 7    reflect that Express Scripts satisfied and remitted amounts

 8    well in excess of the agreement guarantees.

 9                The audit results reflect that PEBP made in

10    excess of $335,000, more than the agreement guarantee, for

11    the discounts of retail generics and approximately $67,000

12    greater than the negotiated agreement level for specialty

13    drugs.

14                The report displays the performance of each

15    categories independent of the others within the areas of the

16    discounts and the fees as per the agreement that does not

17    contain language to allow the combination of

18    under-performances versus over-performances values for annual

19    aggregate reconciliations or special exclusions that was

20    responded to by Express Scripts.

21                However, during our presentation back to

22    Mr. Haycock and PEBP staff, we were informed that the intent

23    of the agreement was to aggregate the results of all

24    performance guarantees within the separate categories of
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 1    discount rates and guarantees of dispensing fees.

 2                PEBP concluded this decision for two major

 3    reasons.  The first is to maintain the consistency of

 4    previous agreements with PEBP prescription benefit managers

 5    over the past two decades plus which contain language

 6    allowing the aggregate of these categories.  And the second

 7    reason was that the PEBP executive officer had given

 8    testimony to you as a Board regarding this agreement before

 9    it was enacted, describing the aggregate of said categories.

10                So in recognition of this ruling, the combined

11    performance of all categories discounted calculates an

12    over-performance in excess of $207,000 and, therefore, it is

13    our unbiased opinion that the Express Scripts has met the

14    performance guarantees for the discount rate and dispensing

15    fee guarantees.

16                We also recommend that the language regarding

17    their aggregate of these values be amended into the current

18    contract.

19                The audit detected failures of Express Scripts to

20    deliver claim data filed to PEBP's third party administrator

21    by 12:00 noon each business day as contracted.  During the

22    PEBP third quarter, Express Scripts failed to transfer the

23    file on a timely basis for a minimum of four times.  It is

24    our unbiased opinion, again, that the 15,000 dollar maximum
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 1    penalty for this issue be applied by PEBP.

 2                Per agreement, Express Scripts is to notify and

 3    acquire authorization for the transfer and/or use of PEBP

 4    data to entities not previously disclosed as a subcontracted

 5    or secondary vendor or a five percent penalty, an

 6    administration penalty is to be applied.

 7                During this audit, Express Scripts identified

 8    subcontracted vendors that were not disclosed to PEBP that

 9    store PEBP information and data.  After our meeting with PEBP

10    staff, it is now our unbiased opinion and recommendation that

11    a one-time exception be granted and no penalty be enforced

12    for this category, as both PEBP and Express Scripts agreed

13    that there was a misunderstanding of the requirements for

14    this performance guarantee.

15                Per guarantee or in agreement, an annual program

16    satisfaction survey is to be conducted with PEBP plan

17    participants who have used the pharmacy benefit of which 90

18    percent or more of the participants must provide a

19    satisfactory level of services they receive for a penalty of

20    one quarter percent of the annual administration fees paid

21    for each quarter or fraction, therefore, below the guarantee

22    can be applied.

23                For the customer satisfaction survey results

24    obtained by us, Express Scripts under-performed with
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 1    78 percent of response stating they were overall satisfied.

 2    This result is also a penalty of three percent of the

 3    administration fees which equals to $23,678.  It is also our

 4    opinion and recommendation that this penalty be collected by

 5    PEBP.

 6                In conclusion, HCA finds Express Scripts to be in

 7    compliance with all other guaranteed metric measurements and

 8    benchmarks.  We recommend that PEBP collect the amount of

 9    $38,678 in penalties as presented to you today per the

10    current enforced agreement.

11                With this, Mr. Chair, this concludes my

12    presentation.

13                CHAIRMAN CATES:  Thank you.

14                Any questions from the members?

15                MEMBER COCHRAN:  Mr. Chair, this is Chris

16    Cochran.

17                Mr. Carr, I went through the audit, and I've got

18    a couple of questions, particularly on redactions.  There was

19    the issue regarding the satisfaction rate and it mentioned

20    that it was below the 90 percent.  Is it 90 percent the

21    industry standard for satisfaction rate for these types of

22    contracts?

23                MR. CARR:  That's a fair rate.

24                MEMBER COCHRAN:  It is, okay.
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 1                MR. CARR:  Yes, sir.

 2                MEMBER COCHRAN:  I'm just kind of curious, if the

 3    satisfaction rate is reported as redacted, how are we

 4    supposed to know what the, you know, how they are performing?

 5                MR. CARR:  Well, I can tell you that an overall

 6    satisfaction was at 78 percent.  We didn't redact the

 7    overall.

 8                MEMBER COCHRAN:  Okay.

 9                MR. CARR:  The other less consequential

10    satisfaction levels are in a report that should be available

11    I believe to the Board Members at any time.

12                MEMBER COCHRAN:  Okay.  And then the other

13    question I had was just based on there seemed to be a lot of

14    exemptions that ESI had taken in the report or at least they

15    challenged findings of the audit on many of the measures.  Is

16    that common in this?

17                MR. CARR:  It is.

18                MEMBER COCHRAN:  It seems like on everything we

19    did, they took exception.

20                MR. CARR:  It simply comes down to their

21    interpretation of what particular claim a drug would be and

22    what category, what have you.  The good news is that even

23    though there are exceptions between our two parties, we came

24    with the same results.
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 1                MEMBER COCHRAN:  Okay.  So they were satisfied

 2    with -- ultimately satisfied with the findings that you were

 3    able to make?

 4                MR. CARR:  Yes, we were close in our numbers

 5    either way.  It kind of shifted back and forth.

 6                MEMBER COCHRAN:  It seemed it was very --

 7                MR. CARR:  But the aggregate --

 8                MEMBER COCHRAN:  Yeah, the question of

 9    methodology I guess of term.

10                MR. CARR:  It is and, obviously, I'm going to

11    tell you ours is correct.

12                MEMBER COCHRAN:  I'm sure it is.  All right.  No

13    further questions.  Thank you.

14                CHAIRMAN CATES:  Any other questions from the

15    members?

16                MEMBER BAILEY:  I have, this is actually for

17    Damon and Bob, and this may be not the place to bring it up,

18    but we know there's a merger going on and was that in any way

19    -- did you talk about that merger during audit?  Did they

20    bring it up?  Did you bring it up or did we bring it up?

21                MR. CARR:  Mr. Bailey, it was not part of my

22    audit.

23                MEMBER BAILEY:  Okay.

24                MR. HAYCOCK:  For the record, Damon Haycock.
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 1                Excellent question.  As Mr. Carr said, it's not

 2    an auditable function, and we have had some preliminary

 3    discussions with Express Scripts to see how it will effect

 4    their entire book of business to include PEBP and at this

 5    time, we just don't have enough information.  It's supposed

 6    to go through the whole process if it's going to be approved,

 7    if it's going to be challenged, if there's going to be

 8    lawsuits.  Anything can happen with these large mergers.

 9                But I have been given assurances that our

10    agreements and the deals that we have struck with Express

11    Scripts will continue forward regardless of any merger.

12                MEMBER BAILEY:  Okay.  So this will be brought

13    back to the Board with some findings?

14                MR. HAYCOCK:  For the record, Damon Haycock.

15                I think I need a little more information to

16    correctly answer that, Mr. Bailey.  Findings as in an audit

17    finding or do you mean we're going to bring back to the Board

18    and say as of X date, Express Scripts has now merged with

19    another company?

20                MEMBER BAILEY:  No, I'm not overly concerned

21    about the audit because I know it's a good job, but my point

22    is mergers could come down to our Board level with different

23    questions being raised, and I don't know what they are at

24    times, neither do you.  So if you could just when you follow
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 1    through on all of that get back to the Board and let us know

 2    what took place or do we have any action that we have to

 3    take.

 4                MR. HAYCOCK:  For the record, Damon Haycock.

 5                That makes, of course, a lot of sense, and I'm

 6    sure Express Scripts would be more than willing to come to

 7    the table when that process moves a little bit further and

 8    assure the Board of their continued dedication to contract.

 9                MEMBER BAILEY:  Okay.

10                CHAIRMAN CATES:  Okay.  Thank you.

11                Any other comment from the members?  Okay.

12    Seeing none, I'll offer a motion.  I guess we don't have to

13    take a motion.  It's for possible action.  I guess we can

14    take a motion to accept the report.

15                MEMBER VERDUCCI:  Tom Verducci for the record.

16                I would like to make a motion that we accept the

17    auditor's report and we assess a penalty in the amount of

18    $38,678 for the items cited in the report as two penalty

19    items.

20                CHAIRMAN CATES:  Thank you.  Do we have a second

21    to the motion?

22                MEMBER BAILEY:  For the record, Don Bailey.

23                I second that motion.

24                CHAIRMAN CATES:  Thank you.  I have a motion and
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 1    a second.  Any discussion on the motion?  Seeing none, I'll

 2    call for a vote.  All those in favor of the motion, signify

 3    by saying aye.  Any opposed?

 4                (The vote was unanimously in favor of the

 5    motion.)

 6                CHAIRMAN CATES:  Motion carries.

 7                MR. CARR:  Thank you.

 8                CHAIRMAN CATES:  Thank you.

 9                Okay.  Move to Agenda Item Number 6, executive

10    officer report to include discussion and possible action to

11    approve a one-year extension to the Express Scripts Pharmacy

12    Benefit Manager contract.

13                MR. HAYCOCK:  Thank you, Mr. Chairman, Damon

14    Haycock for the record.

15                This is my standard report that's provided to the

16    Board every other month at these Board meetings.  Just some

17    updates at first, and then we'll talk about the action item

18    at the end.

19                We hosted the -- as far as the accreditation

20    process that we are almost complete with, we hosted the

21    assigned reviewer on March 8th of this month.  The reviewer

22    interviewed staff, reviewed documentation and gathered all

23    documentation to perform that final review for our

24    accreditation.  We, of course, anxiously await their
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 1    response.  We are -- we assume we're going to receive

 2    something within hopefully the first week of April.

 3                And the process today has been very straight

 4    forward.  It's been simple.  They have been very helpful with

 5    us.  We were told that this process could be very cumbersome

 6    and administratively burdensome but we I believe have

 7    shattered all the time requirements.  I think last month was

 8    when we were initially required by the contract to submit our

 9    accreditation information, and we look like we're about to be

10    finished completely, so this is something that we're very

11    proud of.  We had an excellent team working on it here at

12    PEBP.

13                I'm looking forward to being the one and only

14    government sector health plan in the nation that is

15    accredited through a national accreditation entity.  So we'll

16    be very excited to share that information hopefully to all in

17    the interim and then, of course, publicly at the May Board

18    meeting.

19                As far as the contract update that we've had to

20    assess all of the contracts and ensure they had the language

21    appropriate to the new exclusive provider organization, our

22    EPO plan that was approved in November to replace the

23    Northern Nevada HMO.  We have gone through each of these

24    contracts.  Many of them have already been adjusted and
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 1    approved through the channels.  They were simple language

 2    changes to just include the EPO plan, that includes

 3    Diversified Dental, our dental network, Health Claim,

 4    Auditors, as you saw Mr. Carr, HealthSCOPE, their third party

 5    administrator services, our marketing contract, Aon

 6    Consulting.  That one is still out for vendor signature.  We

 7    had one last T to cross and I to dot, and that should be done

 8    very soon.

 9                Express Scripts, we have an additional approval

10    we're asking today that's the end of this report, so we have

11    finalized the contract.  We want to do one amendment instead

12    of two.

13                And then there are two out to Hometown Health,

14    one for the PPO network and one for the utilization

15    management large case management contracts.  There was some

16    questions about what the EPO plan would look like today.

17    Today is the day we unveil it, so they wanted some extra time

18    to look at that before they could sign, but it has been

19    drafted and sent to their contract team, and we anticipate

20    that they are going to continue to provide those services to

21    our PEBP members moving forward.  We also anticipate that we

22    will have all of these in effect by July 1st when the plan

23    year begins.

24                We also created, implemented and received results
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 1    on a survey on Willis Towers Watson's Medicare Exchange, now

 2    known as Via Benefits.  One of things that we like to do from

 3    time to time I understand what our membership is, you know,

 4    are they satisfied with the services?  Is there room for

 5    improvement?  And then, of course, would they rather do

 6    something, either an either or type of question is what we

 7    asked.

 8                Similar to the customer service survey that we

 9    presented to our membership outside the Exchange which

10    included the Exchange members, we did the similar type of

11    question and answer period, are you satisfied with Willis

12    Towers Watson's?  Do you like the benefits and the process,

13    how do you feel about their third party administrator Pay

14    Flex, and we sent this out through the same channels that we

15    did before in effort to maximize engagement.

16                We had e-mails that went out to all of the

17    e-mails we have in our system.  We also sent them to the

18    state administrators over the agencies that they oversee to

19    also resend that e-mail.  We also sent out to all account

20    representatives, that includes those from the non-state,

21    local jurisdictions to ensure that they can get the word out,

22    and then, of course, we sent it to our advocacy partner

23    groups RPEN and AFSCME, and for those that had difficulty

24    with taking it, not everybody is technically savvy, right, we
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 1    also offer an opportunity for some folks to call, and we took

 2    the survey with them over the phone in our call center.

 3                So we wanted to try to maximize engagement.  We

 4    only had about 5,000 or so members that actually responded,

 5    and then they started to tail off as the survey continued.

 6    That's one of the drawbacks of a lengthy survey is that as

 7    you continue to do the process, people start to fall off,

 8    whether it applies to them or not.

 9                But we -- we asked some questions again on

10    satisfaction.  The highest ratings for Towers Watson and for

11    Pay Flex, you know, the highest group wasn't extremely

12    satisfied.  So folks appeared to be satisfied with the

13    services.  At least those that took the survey on the

14    Medicare Exchange, they were satisfied with the third party

15    administrators services.

16                I will say that we have had some back and forth

17    with the third party administrator here at the Board before.

18    They have missed their performance guarantees.  We have a

19    plan in place with Towers Watson that we think we're going to

20    be able to unveil in May.  That's another solution that will

21    impact membership very little, but we'll talk about that at

22    the next Board meeting.

23                But for the most part, people are pretty

24    satisfied.  I think they get their automatic reimbursement of
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 1    their health reimbursement arrangement every month on time so

 2    they can pay for those premiums or for the healthcare

 3    services that they participate and utilize and so overall,

 4    the survey came back and said Towers Watson and their

 5    subcontractors are doing a good job.

 6                Then we asked if members would rather, we did one

 7    of those would you rather questions, would you rather

 8    continue to have things the way that they are today where you

 9    are required and you join the Medicare or when you're

10    required, when you are Medicare eligible to move off of

11    PEBP's either Consumer Driven Health Plan or the HMO plan or

12    upcoming the EPO plan and onto the Medicare Exchange when you

13    age in and if you choose not to move onto that Exchange that

14    you are declining coverage through all of PEBP's program, to

15    include life insurance and dental and any other programs that

16    we offer, and so it's -- it's an all or nothing type of

17    scenario.

18                And we've had some complaints in the past from

19    folks that didn't know and inadvertently dropped off or

20    changed the plans away from Towers Watson and then lost those

21    benefits.  So we asked them if they would keep that process

22    today or would they rather have more choice where they can

23    move off of the Exchange basically at will and choose a plan

24    that they can enroll in and still maintain that health
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 1    reimbursement arrangement in life insurance and the like.

 2                So I had an idea what was going to come back.  I

 3    thought it was pretty simple.  I figured we could --

 4    everybody would be coming back saying we love choice.  It's

 5    not going to cost us anymore.  We love it.  That's not what

 6    happened.

 7                We broke down the groupings and you'll see

 8    there's an attachment to this report on the results.  So we

 9    broke down those groups demographically into those that were

10    already on the Exchange.  Those that were pre Medicare

11    retirees that were due to enroll in the Exchange in the next

12    year, two or five or whatever and then those employees that

13    really haven't necessarily had to deal with the Exchange or

14    even deal with retirement but may have an interest in the

15    future rules and requirements of that we can offer.

16                And consequently, you know, just to give you some

17    average statistics, for those that were on the Exchange

18    today, the bulk of them, somewhere in the 65 percentile

19    range, they wanted to stay and they didn't want to change

20    anything, which is pretty consistent when you start to ask

21    folks, like RPEN or AFSCME, I think for the most part people

22    are satisfied.  There's always those folks that have issues

23    but for the most part, people have gotten used to this

24    program seven years after it was implemented.
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 1                For those on the pre Medicare side heading

 2    towards the Exchange, right, that will be aging in, they were

 3    kind of split.  Some of them wanted to make sure that they

 4    had this option.  Some wanted more choice and then the

 5    employees for Hometown Health, of course, wanted choice, but

 6    I will make the caveat, I don't know if they know that all of

 7    the rules and requirements and the benefits of the Exchange.

 8    And so I was hoping to have this survey here done to where I

 9    could use this as a data driven, empirical methodology to

10    make a recommendation to you as a Board.

11                And the statistics, the numbers that we received

12    on this survey really don't show that we need to make any

13    major change.  If we want to, and that's a desire of the

14    Board, and PEBP can implement, but the people that are on the

15    Exchange are not having an issue with it, and so I'm not --

16    I'm not really sure that people that will be on the Exchange

17    are going to have an issue in the future.  So it's real hard

18    to say maybe we should do something different.

19                But it's important to get an idea of the

20    barometer I think of the membership on our program to see are

21    they really receptive to and appreciating and enjoying and

22    utilizing the benefits that we provide and from this survey

23    here and, again, it wasn't a huge amount of folks that had

24    responded but from those that did, it appears that those that
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 1    are on the Exchange don't have a problem with it for the most

 2    part.  So we can talk about that.

 3                I'm going to go through the rest of my report

 4    with you before I stop.  You can stop me any time, Mr. Chair,

 5    if you want to talk about anything.

 6                We are having an opportunity consistently to be

 7    part of the national narrative.  It's something that we're

 8    very very proud and very humble about.  We have been offered

 9    multiple opportunities to participate in national

10    conferences, in national organizations.  I just returned with

11    the president and CEO of HealthSCOPE Benefits co-presenting

12    to the Integrated Benefits Institute Annual Forum in San

13    Francisco.  We did that a couple of weeks ago, a week ago, I

14    apologize.  They are basically a leading research

15    organization on productivity and wellness and those things,

16    and we were well received, so that was interesting.

17                We were told we're doing things that others

18    aren't, and this is a program that I believe we implemented I

19    think it was 2013 so the or it might have even been '12.  So

20    the Obesity Care Program has been around a while, and we've

21    been doing these things and helping our membership for many

22    years.

23                We were also approached by the Duke-Margolis

24    Center for health policy at Duke University.  I was asked to
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 1    weigh in on state innovation.  Some of the things that we're

 2    doing here is of interest to other researchers, other

 3    entities, and we were asked to participate and co-write a

 4    brief that has been sent out to other entities.  I know it's

 5    sitting out there waiting to see if Forbes will pick it up.

 6    There's another -- there's another article or journal that's

 7    looking at it as well, but we're very excited to be part of

 8    that.  I believe we represented PEBP well and you as the

 9    Board.

10                And that we were there also presenting at the

11    State and Local Government Benefits Association National

12    Conference in Florida next month or and so we're headed there

13    any way to do our own presentation which we're excited to do

14    on our own innovation.  This also allows us to participate in

15    another session panel.  So we're being picked up nationally

16    on things that you guys are doing.  The excellent decisions

17    that you're making and the program results that we are

18    realizing is quite astounding and we're very excited and

19    humble to be part of the national spot.

20                Last but definitely not least, we had an

21    opportunity to talk with our partners at Express Scripts.  As

22    we were discussing the amendment to include the EPO language,

23    there is an opportunity for us to maximize even greater

24    discounts and rebates.  I know I brought to you all last year
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 1    an opportunity to extend the contract and receive significant

 2    rebates, guarantees moving forward.  This, again, does

 3    something very similar.  It increases those discounts.

 4    Everything that we do has a partnership aspect to it.  So as

 5    they are willing to provide us with additional discounts and

 6    rebates and really help us with our cost controls, it's

 7    natural they want to continue that relationship long term.

 8                My recommendation today is that we amend the

 9    contract to accept those discounts and those additional

10    rebates, as well as provide an additional year on this

11    contract to continue to the excellent partnership that we

12    have with Express Scripts.

13                The amount of money we're looking at saving is

14    about $1,000,000 of additional rebates per year, and there's

15    I believe 2.1 million dollars -- excuse me, that's what we

16    did last time, I apologize.  Let me back up.  We're looking

17    at increased discounts of about 2.5 million dollars starting

18    in July moving forward for this next year and moving forward

19    into the rest of the contract as well, as well as 2.1 million

20    dollars in rebates that will be earned to recognize that

21    there is a lag in receiving those rebates of approximately

22    six months -- six to seven months.  And so some of the

23    rebates that we receive next year, we won't actually or we'll

24    earn next year, we won't actually receive them into our
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 1    budget until the following year.

 2                But, again, here's an opportunity to save

 3    millions of dollars to help us keep rates down, to help

 4    providing those discounts to our members.  They see it when

 5    they pay it at the pharmacy.  We see it when we pay

 6    afterwards, and we feel this is an excellent opportunity.  We

 7    hope you all will approve that one-year extension to the

 8    current Express Scripts PBM contract.  This will be applied

 9    to both the Consumer Driven Health Plan and the Exclusive

10    Provider Organization Plan, who will be able to maximize

11    these benefits on both the plans we offer next year.

12                And with that, Mr. Chair, I'll take any

13    questions.

14                CHAIRMAN CATES:  Thank you, Damon.

15                Any questions from the members?

16                MEMBER ANDREWS:  Mr. Chair?

17                CHAIRMAN CATES:  Go ahead.

18                MEMBER ANDREWS:  Ana Andrews for the record.

19                Damon, I see that the current contract expires

20    June 30th of 2022, correct?  Correct me if I'm wrong, we just

21    heard Bob Carr give us the report on the plan year '17, and

22    they failed to meet the customer service part.  So is it fair

23    to assume that next year by around this time we'll be able to

24    get the audit of the plan year '18?

Capitol Reporters



Page 37

 1                MR. HAYCOCK:  So for the record, Damon Haycock.

 2                Around this time and maybe even earlier, it

 3    depends on the schedule and how much detail Mr. Carr and

 4    Health Claim Auditors have to go through, but you'll be able

 5    to get plan year -- so if that was plan year '16, you'll get

 6    plan year '17, so there's about a six-month lag on these --

 7    on these end of year reports.  And so you won't see this

 8    current year's until -- actually, you should see it in

 9    January, somewhere between January and March of next year, so

10    that's correct, I'm sorry.

11                MEMBER ANDREWS:  Mr. Chair, follow-up?

12                CHAIRMAN CATES:  Go ahead.

13                MEMBER ANDREWS:  If we don't extend this contract

14    and wait to see how that goes, what is the impact to the

15    program?  Is it monetary only?  What would happen?

16                MR. HAYCOCK:  So for the record, Damon Haycock.

17                Excellent questions, Ms. Andrews.  What happens

18    if you don't approve this contract amendment today, the

19    2.6 -- it is monetary.  The 2.5 million dollars of discounts

20    will not be realized next plan year, and the additional

21    2.1 million dollars of guaranteed rebates will not be earned,

22    so you'll be making a 4.6 million dollar decision.

23                MEMBER ANDREWS:  Thank you, Damon.

24                CHAIRMAN CATES:  Any other questions from the
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 1    members?  Go ahead.

 2                MEMBER VERDUCCI:  Tom Verducci for the record.

 3                I have a question for Damon in terms of the Tower

 4    Watson Medicare Exchange services.  In a competitive

 5    environment, how are we going to effect HRA future fund if it

 6    was a choice offer?

 7                MR. HAYCOCK:  So for the record, Damon Haycock.

 8                If we decided to offer choice to the member so

 9    that they did not need to place their -- all of their HRA

10    funds associated with the Medicare Exchange, there is a

11    potential that they would take those funds and go somewhere

12    else.  And by taking those funds and going somewhere else,

13    they may find services that are cheaper, more expensive or

14    what have you, but then we would miss the opportunity to

15    advocate on their behalf.  That's really what the issue

16    becomes, and I know that's not what you asked, Mr. Verducci,

17    and I'll return to that question.

18                But today because we have a contract with Towers

19    Watson One Exchange or Via Benefits, as it is now called in

20    the month of March, we are -- we spend a significant amount

21    of time advocating on behalf of the retirees.  So if there's

22    a question or concern that they have, we can pick up the

23    phone, contact their team and help them through the process.

24    I think we've been successful as we've significantly reduced
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 1    the amount of complaints that we received from Towers Watson

 2    in tandem with a lot things that they have done and shared

 3    with this Board over the last year with their operations

 4    report.

 5                But if they were able to move out on their own,

 6    then they own that HRA and so if they run into an issue, PEBP

 7    can't help them, and so that becomes one of the concerns I

 8    think that our members have is that we're here to help and we

 9    won't be able to help outside of did you submit the right

10    paperwork for your HRA reimbursement, and we can provide it

11    to you, but we will not be able to address any other issues

12    because we won't have a window or a control mechanism, like

13    an actual contract that we can hold over somebody to make

14    sure they perform there.

15                MEMBER VERDUCCI:  Thank you very much.

16                CHAIRMAN CATES:  Any other questions from the

17    members?

18                MEMBER SHIPPEY:  Thank you, Mr. Chair.  For the

19    record, Glenn Shippey.

20                Damon, I just want to go back to Express Scripts

21    and in your report you cited favorable marketing conditions

22    for negotiating these additional discounts and rebates.  Can

23    you expand on that, please.

24                MR. HAYCOCK:  Yeah, for the record, Damon
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 1    Haycock.  Thank you, Mr. Shippey.

 2                PEBP wants to ensure that we provide the highest

 3    quality healthcare at affordable prices.  It's right there in

 4    our mission.  It's right there on our guideline and something

 5    that we believe 100 percent in.  We have built into our

 6    Pharmacy Benefits Manager contract market check, and so we

 7    will go out and have a market check performed, and the market

 8    check will come back and basically say what will the market

 9    allow.  And it's a very important process because markets

10    change and often dramatically from one year to the next, and

11    we don't want to be left behind because we've signed a

12    contract where we should have or could have gotten better

13    discounts and better rebates.

14                So we have that market check process built into

15    this contract, and we use that market check concept in other

16    things that we do.  We'll probably be talking about that in a

17    later item where we always look at what the market will bear,

18    and we try to negotiate appropriately because of it, and I

19    think some of the other contracts we're talking about later

20    today are a direct result of PEBP doing that market check

21    with the provider community.

22                But we used a contract vendor.  We used Aon to go

23    out and do that market check.  It was in our contract as we

24    signed it back in 2016, and they came back with some
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 1    suggestions, and then I took those and went to Express

 2    Scripts to negotiate this.

 3                MEMBER SHIPPEY:  And let me try to understand

 4    this contract.  This was a five-year contract that started in

 5    the 7-1-16 year, and then it was a year into the contract,

 6    that last July, we agreed to extend it another year in 2022

 7    and now what's in front of us is extended another year, and

 8    we've already heard a Board member bring up that was less

 9    than two weeks ago that Cigna announced it was going to

10    acquire Express Scripts.  CVS announced before that that it's

11    acquiring Etna.  Optum announced that it's going to acquire

12    the Via Healthcare Partners.

13                We heard of a partnership between Amazon,

14    Berkshire Hathaway and J.P. Morgan.  Amazon is strongly

15    rumored to be interested in coming into the PBM services

16    space and when Amazon comes into a market, it puts a

17    significant amount of pressure for services and prices.

18                So by extending this contract further, isn't

19    there a possibility that we're not going to be in the best

20    position down the road to take advantage of more favorable

21    market conditions?

22                MR. HAYCOCK:  So for the record, Damon Haycock.

23                I think on the surface that is a very logical

24    explanation.  However, with the market check provision within
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 1    our contract, we'll be doing them annually.  So we'll be able

 2    to look at all of the circumstances that you have just

 3    mentioned and look at what the market is currently paying,

 4    and we should be able to pivot and be able to be dynamic in

 5    our responses.

 6                I will imagine that as the market, if the market

 7    truly lowers the way that you have just said that it could,

 8    that we being a very small portion of Express Scripts, both

 9    the business, as well as you know anyone else, like CVS or

10    Optum, they are large national entities.  Downward pressure

11    will be placed on everybody, and everybody will be having the

12    same conversations with the same PBM's and so we -- we do

13    have provisions that allow us to renegotiate contracts.  We

14    do have provisions to do these market checks.

15                And I feel comfortable today still even after

16    what has been said to recommend this extension because

17    eventually we're going to not get millions of dollars of

18    discounts every year if we're not willing to at least share

19    that risk of those costs long term, and I'm not saying it's

20    in stone etched in a tablet that we have to live by.

21                But what I am saying is in good faith as far as

22    negotiations occur in my world is that there has to be some

23    give and take and both sides need to benefit.  It can't just

24    be one sided, and I think adding an additional year to make
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 1    sure we get millions of dollars of rebates throughout the

 2    life of the contract, I think it's still a good deal, and

 3    that we do have those provisions to do those market checks

 4    for every year.

 5                MEMBER SHIPPEY:  Let me follow-up a little bit

 6    more on that if you don't mind.  So Express Scripts is

 7    conditioning these initial discounts and rebates to a

 8    one-year extension?

 9                MR. HAYCOCK:  For the record, Damon Haycock.

10                If you'll allow me to restate that a little

11    differently because words have specific nuances.  PEBP and

12    Express Scripts have agreed to have the level of discounts

13    and rebates set at this specific level based on this

14    additional extension.

15                The initial market check would have recommended a

16    million dollars less, and so we negotiated a higher amount as

17    an opportunity to meet the additional time request.

18                MEMBER SHIPPEY:  Isn't the Express Scripts though

19    going to derive significantly more revenue from the EPO.  So

20    the shift from a fully insured commercial EPO in the north to

21    the self-funded EPO, isn't that going to result in

22    significantly higher revenue for Express Scripts without

23    extending the contract?  Aren't we in a condition to position

24    the expansion of membership for Express Scripts to deeper
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 1    discounts and more access to rebates?

 2                MR. HAYCOCK:  So for the record, Damon Haycock.

 3                I think I'm trying to figure out the right way to

 4    put this.  If you'll allow me to go back a little bit and we

 5    can move forward into this specific request.  When we

 6    negotiated the contract with Express Scripts and when we

 7    negotiate any of our multi year contracts, we negotiate them

 8    in good faith.  We go through that process that's outlined in

 9    statute.  We bring back to the Board a complete contract and

10    we move forward.

11                There is no provisions in these contracts that

12    mandate that we renegotiate them every year and for many

13    state contracts, you sign a contract, and I'll pick on one

14    like copy paper, and you agree to buy copy paper at a certain

15    price year after year and then once within the last year you

16    decide to resource or you extend or whatever.

17                So what we've done at PEBP is we've gone through

18    every single contract that we have, and we try to find ways

19    to lower cost, increase revenue and optimize the contracts

20    that we have.  And so there was no -- there was no

21    requirement for Express Scripts or any other vendor, any

22    other partner that we have, to go back and say, yes, we want

23    to renegotiate.  We want more time, but we're willing to give

24    you more money.  We agree to the good faith negotiations that
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 1    we had at the beginning.  And so, yes, does Express Scripts

 2    have an ability to make more money increasing the population

 3    size, that is absolutely correct.

 4                But we also have an ability to on the back end

 5    receive more rebates for those folks because I can't speak

 6    for the current Hometown Health HMO plan.  I don't know if

 7    we're getting the equivalent of all of the rebates, we may or

 8    may not.  It wasn't part of our negotiated contract.  So I

 9    don't know if everybody is going to benefit from us moving to

10    this EPO plan with Express Scripts, on top of the fact that

11    we may be adding another year.

12                So in this negotiation that we did, we try to

13    make it an everybody win process, and what is the most

14    important to the partners that I've spoken with and

15    renegotiated contracts with all of the time is time is their

16    most important -- is their most important factor.  There's

17    things they can do on the front end or things that they can

18    do on the back end of a contract if they know they have time.

19                But if we're -- if we present an opportunity that

20    we're going to jump ship every couple of years, that risk and

21    that concern equals cost that we have to pay additionally

22    for.  So it's a very touchy tap dance when we negotiate

23    these, and I think you made some excellent points.  I made

24    them as well.  When renegotiating, if this is something that
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 1    you feel we could have negotiated better and demanded more,

 2    then I am more than willing to go back to the table and do

 3    so.

 4                I stand by the negotiations.  I think that I

 5    think it makes sense for the state and that if push comes to

 6    shove and the market has a downward pressure, we have that

 7    safety net with the contract.

 8                MEMBER SHIPPEY:  Okay.

 9                CHAIRMAN CATES:  Any other questions from the

10    members?

11                Anybody like to make a motion or do you have a

12    question?

13                MEMBER VERDUCCI:  I do have a question.  So Tom

14    Verducci for the record.

15                So if indeed we do extend the contract one year

16    and we have millions of dollars of savings, we've been, you

17    know, really digging deep to come up with additional savings

18    and we found ourselves in a market condition where we had to

19    break the contract early, what will the ramifications be in

20    that type of scenario?

21                MR. HAYCOCK:  For the record, Damon Haycock.

22                I'm going to give you a generic and then I'm

23    going to give you a specific answer because I think that's a

24    very good question.  We build into all of our contracts the
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 1    ability to have things like un -- non-appropriation clause,

 2    right, if the legislature doesn't give us funding, we have to

 3    be allowed to move out of it.  We also allow entities on both

 4    sides to terminate the contract through a no fault clause.

 5    That's how we were able to move away from the Northern Nevada

 6    HMO because we added a 180-day no fault termination, right?

 7    Nobody did anything wrong.  We just decided to part ways.

 8                So those no fault terminations are in every

 9    contract that we sign to my knowledge.  It's part of the

10    boilerplate that we get approved through the Attorney

11    General's office and through purchasing, and no fault

12    terminations are within those contracts.

13                The disadvantage to utilizing them too often is

14    that you send a message to the vendor community that you'll

15    sign a contract for a certain period of time and then you'll

16    jump out of it very quickly, and you have to have a really

17    good, hopefully mutually agreeable decision similar to what I

18    think we had with Hometown Health when we agreed that this

19    may not be the best thing moving forward based on all of the

20    options that were provided.  I think that's what you heard at

21    the testimony table in November.

22                So the idea isn't to say here's an -- here's an

23    option.  Thanks for your money, and the next year just bail

24    on folks.  We need to be able to negotiate in good faith, but
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 1    if we can show that the market has dramatically decreased the

 2    cost of certain services, rest assured, we will demand that

 3    our contract be re-negotiated, and I think that's expected

 4    across the board, not this Board but across all of our

 5    contracts.

 6                MEMBER COCHRAN:  Mr. Chair, I have a question

 7    because this is for possible action and also for considering

 8    extending contract to Express Scripts by one year.

 9                I don't know why this -- why the Express Scripts,

10    excuse me, it's kind of hard to say by a man of my age.  Is

11    this a separate agenda item?  Why is this part of the

12    director's report and not -- not a separate agenda item that

13    -- so we can specifically address how the negotiations were

14    done?  I know we're spending a lot of time talking about

15    Express Scripts, but I think that it merits a separate agenda

16    item.

17                CHAIRMAN CATES:  Thank you.  You know, I kind of

18    had the same opinion and I thought I would talk to Damon

19    after the meeting about future reports just being reports and

20    if we have to approve a contract or something that that would

21    be a separate agenda item.  I don't think it is deficient

22    from a public meeting standpoint but I do agree if we're

23    asked to take an action on something, it ought to be a

24    separate item.
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 1                Any other questions?  I'll entertain a motion.

 2                MEMBER COCHRAN:  Mr. Chair, I'll move that we

 3    accept the report.  I'm not ready to make a motion on

 4    extending the Express Scripts contract.  I think that needs

 5    to be a separate agenda item.

 6                CHAIRMAN CATES:  Okay.  So we have a motion to

 7    accept the report but not approve extending the contract.  Do

 8    we have a second to that motion?

 9                MEMBER SHIPPEY:  I'll second.

10                CHAIRMAN CATES:  Okay.  We have a motion and a

11    second.  Any discussion on the motion?  Hearing none, I'll

12    call for a vote.  All those in favor of the motion, signify

13    by saying aye.  Opposed?

14                (The vote was unanimously in favor of the

15    motion.)

16                CHAIRMAN CATES:  Motion carries.

17                Okay.  Agenda Item Number 7, so let me say

18    because I know people -- there's a lot to talk about with

19    this agenda item.  How I want to approach this is turn it

20    over to Damon to give basically an explanation of what this

21    item is, and then I'll ask if anybody from Saint Mary's would

22    like to come up and speak to this item and after that, I'll

23    turn to Hometown Health because I know they have some things

24    to say about this item.
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 1                So with that, I'll turn it over to you, Damon.

 2                MR. HAYCOCK:  Thank you, Mr. Chairman, members of

 3    the Board.  Damon Haycock for the record.

 4                This is a basic ratification report.  We brought

 5    this to the Board before for contracts that we negotiated by

 6    half Board decisions.  On November 30th of least year, the

 7    Board approved a pilot program to provide PEBP the direct

 8    contact with Saint Mary's in Reno, Nevada for primary care,

 9    specialty care and hospital services for PEBP members

10    participating on a Consumer Driven Health Plan and PEBP's

11    premiere plan which is what we're going to call the EPO plan

12    just to make it simple and memorable for plan years 2019 and

13    2020, that's the two-year pilot program that we talked I

14    think at length in November.

15                We received approval for solicitation waiver

16    through the Nevada Purchasing Division of the department of

17    administration, and we began negotiations with Saint Mary's

18    in good faith.  Based on the pilot program approved by the

19    Board, we negotiated a comprehensive contract utilizing

20    Medicare allowable reimbursement rates where applicable.

21                The following -- you know, the report summarizes

22    some of those terms that the overall reimbursement for

23    hospital services at 135 percent of Medicare allowable, that

24    we would tier reimbursement for Medicare group services based
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 1    on how many members actually participate.  This is a volume

 2    discount.  If folks decide that they want to seek services

 3    through their primary care, that's at 135 percent for the

 4    first 2,000 members.  It drops ten percent for the next 2,500

 5    members, and then anything over that, it drops to 1l5 percent

 6    so that gives us the opportunity to realize cost savings as

 7    utilization may or may not increase.

 8                We also have joint replacement.  Surgical

 9    implants will be reimbursed at cost with no markup.  This is

10    a very important part of this negotiated process because

11    there are providers across the nation that will purchase

12    surgical implants, and then they will put a markup.  Some put

13    a very minor or moderate markup.  Some put a massive markup

14    and so this, we were able to negotiate paying it at cost

15    because the buying the actual piece of machinery or piece of

16    implant, we felt when we negotiated at PEBP that that was

17    something that we shouldn't be paying markup on at all, and

18    we should be paying for the actual services of the surgeon

19    and the assistant surgeon and any of the other facilities

20    that are hosting it but to put a markup on the implant that

21    was bought from another entity, we felt we could get a better

22    deal on and we did.

23                Where also significant discount on brand and

24    specialty drugs administered in the hospital, we have put
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 1    provisions in this contract that if they are going to buy

 2    their own specialty drugs and brand drugs from their own

 3    suppliers that we will pay a very similar level that we would

 4    have had paid had they bought them through our Pharmacy

 5    Benefits Manager or they can get them directly from our

 6    Pharmacy Benefits Manager and, of course, we will reimburse

 7    the claims to our PBM and then receive those guaranteed

 8    discounts and rebates when those are provided.

 9                They also agreed to 100 percent adherence of

10    PEBP's master plan documents for all of our self-insured plan

11    documents for all of our self-insured plans so that applies

12    to both the Consumer Driven Health Plan and the EPO plan, and

13    we have lesser of language which is critical.  The lesser of

14    bill charges versus contract charges were applicable.  If

15    they bill us less than what we said we would be willing to

16    pay, we pay the lesser of.

17                And then one of the most important pieces,

18    something that came up at the last legislative session, a

19    couple of bills were introduced, and this was a really big --

20    a really big push was balance billing, right.  When a member

21    goes and receive services at a hospital, often there's

22    in-network and out of network processes, and those out of

23    network processes then bill health plans and when health

24    plans pay the allowable amount, the remainder is balance
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 1    billed to the member.

 2                So we worked with the leadership at Saint Mary's

 3    to ensure all of their participating contracting provider

 4    groups will agree not to balance bill our members.  So we

 5    think this is a huge win for not only PEBP but for the state

 6    as a whole to address something without having to necessarily

 7    pass the law to mandate it.  We were able to do that through

 8    successful negotiations.

 9                So how does this apply to the PPO network?  There

10    was a lot of questions and concerns at the November meeting.

11    I've had numerous conversations with a multitude of stake

12    holders about this, and that significant testimony,

13    obviously, was provided saying that we may be in violation of

14    our PPO network.

15                I had this information directly from our deputy

16    attorney general, who I will turn over here in a second

17    because I want him to be able to address any questions and

18    concerns, but that our DAG has advised that the contract with

19    Saint Mary's would not violate the provider network contract

20    PEBP has with Hometown Health.  So we are not looking at

21    violating one contract to bring in another -- another

22    provider that we have that legal authority to do so and with

23    the negotiated terms that we have built.  It is -- it's a win

24    across the board for PEBP and its membership.
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 1                Let's not forget you approved the strategic plan

 2    about increasing access to care, improving the member

 3    experience and reducing cost to the program, and this is a

 4    slam dunk for all of this.  This contract opens up more

 5    primary care providers and the highest rated quality hospital

 6    for services in Northern Nevada for the centers for Medicare

 7    and Medicaid services, the only four star hospital in

 8    Northern Nevada at this point to improve the member

 9    experience, of course, allowing members to use high quality

10    services traditionally excluded from their healthcare.  This

11    increases access which then improves that experience.

12                And then the last piece is reducing the cost to

13    the program.  This contract applies competitively negotiated

14    Medicare plus reimbursement for all associated services which

15    will lower cost with portions of this contract having tiers

16    of reimbursement, right, reducing cost as volume increases.

17                So we did a complete analysis of our cost that we

18    were paying for hospital services and that entire system of

19    care in Northern Nevada, and we figured out what the Medicare

20    allowable rate would be, and we made sure to negotiate less

21    because we don't want to pay more for services than we have

22    to.  It doesn't make sense to ask a member to go into any

23    facility and pay more than they have to pay.

24                And as you said so eloquently, Mr. Shippey,
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 1    about, you know, what will the market bear in downward

 2    pressure, that's exactly what this pilot program does.

 3                And so my recommendation today is that you ratify

 4    the contract between PEBP and Saint Mary's for primary care,

 5    specialty care and hospital services for PEBP members

 6    participating on the Consumer Driven Health Plan and PEBP's

 7    premier plan for plan years 2019 and 2020.

 8                And if you're all right, Mr. Chair, we can turn

 9    it over to Mr. Belcourt if he has any other statements he

10    would like to make.

11                CHAIRMAN CATES:  Go ahead.

12                MR. BELCOURT:  Chair, Dennis Belcourt, deputy

13    attorney general.

14                I reviewed the contract with Saint Mary's, the

15    contract, three different contracts rolled into one

16    basically, three different providers and the Hometown Health

17    Provider Network contract.  I did not find any conflict

18    between them, either expressed or implied.

19                I certainly can answer any questions if you have

20    any or address any further issues that may come up in the

21    course of today's meeting should you wish me to do so.  Thank

22    you.

23                CHAIRMAN CATES:  Okay.  Thank you.

24                I guess I'll go ahead at this point and talk
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 1    about my perspective on that issue.  As I disclosed earlier,

 2    I've had a couple of meetings with folks from Renown, and

 3    I'll invite them to come up in a little bit.

 4                But from my perspective in talking to Dennis, as

 5    well as Damon, as well as the purchasing administrator, Jeff

 6    Hague, I don't believe there's a conflict between the Saint

 7    Mary's agreement and the current PPO agreement with Hometown

 8    Health.  I know there were a couple of pages of the RP that

 9    they shared with me that was question and answer from that

10    contract that asked the question if they were offering a

11    narrow network, a closed network or open network.

12                And as -- and that was a point of proof I guess

13    if there was a conflict of exclusivity applied in the

14    Hometown Health PPO in meeting our members are and only use

15    that network for services.  I had to put some thought in that

16    and come back and consult with you about it, and my

17    understanding and interpretation of that provision or that

18    question was to better understand what type of network was

19    being offered by the vendor, whether it would be a network

20    that was closed unto itself and, therefore, the price would

21    be lower versus a more open network.

22                This is a contract for a preferred provider

23    organization or PPO plan.  It's not an EPO, and I don't think

24    -- and I looked through the whole contract and it's a big
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 1    document.  I saw two pages and went back and poured through

 2    the whole thing, and I couldn't find anything in there to

 3    limit our members only going to the Hometown Health Network.

 4    Therefore, where I'm at, I come to the conclusion that this

 5    contract does not conflict with that contract.  That's my

 6    opinion at this point.

 7                I very much respect the relationship that we have

 8    with Hometown Health and Renown.  I felt we had some really

 9    good discussions, and I was very grateful for the opportunity

10    to have those discussions.  We had talked about forming a

11    working group to continue those discussions and work through

12    this issue and other issues just to strengthen that

13    relationship.  We're still very much willing to do that, and

14    I think we're putting some time on the calendar to do that,

15    and I look forward to coming to resolution on their concerns

16    and their partnership.

17                With that, I -- unless anybody has any other

18    questions at this point, I ask Saint Mary's to come up here

19    and speak to this item.

20                MS. LIDHOLM:  Good morning, Chairman Cates,

21    members of the Board.  For the record, my name is Helen

22    Lidholm.  I'm a registered nurse and CEO of Saint Mary's

23    Health Network Regional Medical Center and Saint Mary's

24    Medical Group.

Capitol Reporters



Page 58

 1                We were very honored when you approached us to

 2    discuss this pilot program.  We're excited for the

 3    opportunity to improve access and provide the highest quality

 4    care at affordable prices to your members.  The Dominican

 5    Sisters of San Rafael established Saint Mary's in 1908, and

 6    this year we are celebrating our 110th anniversary.  Over

 7    2,500 individuals work at Saint Mary's and live in our

 8    community.  Last week we celebrated the 2017 Service Award

 9    where we recognized members who have worked at Saint Mary's

10    anywhere from five to 45 years.  We celebrated 248 staff

11    members whose service at Saint Mary's totaled 3,050 years

12    combined.  We're a family with deep roots in our community.

13                In the past five years, Saint Mary's have

14    invested 106 millions dollars back into Saint Mary's Health

15    Network and into our community.  We invested in equipment,

16    technology, building, staffing and provider expansion, excuse

17    me, all to increase access and improve quality and outcomes

18    for our patients.

19                We're a proud taxpayer.  We have paid close to

20    17,000,000, I'll be as specific as my CFO probably wants me

21    to be, $16,921,044 in taxes to our state, county, city,

22    school districts, et cetera also in the past five years.  Our

23    focus is to provide high quality healthcare at affordable

24    cost.
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 1                Today, I'm joined by Saint Mary's entire

 2    executive team.

 3                Guys, please, stand up.

 4                This team runs the 381-bed acute care hospital,

 5    including a 24-bed mental health unit which we will hopefully

 6    open in the next few weeks.  They also run the medical group

 7    with multiple physicians, specialties and locations.  The

 8    small size of our executive team allows us to be nimble and

 9    make decisions and changes that positively impacts quality

10    patient care, access and decrease healthcare cost without any

11    bureaucracy.  We're led by a voluntary board, community

12    members who live in our area.

13                And I would now like to introduce the chairman of

14    our board, Dr. Richard Bryan, Junior, and I know that he

15    never would have anticipated testifying in the building that

16    bears the name of his father, former Governor and Senator

17    Richard Bryan.

18                DR. BRYAN:  Thank you, Helen.

19                Chairman Cates, members of the Board, for the

20    record, my name is Richard Bryan.

21                I have been practicing cardiology in Northern

22    Nevada for 21 years.  I recently completed a term as chief of

23    staff at Saint Mary's Hospital and currently have the honor

24    of serving as chairman of the board.  I want to thank you for
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 1    giving us the opportunity to present today and share some of

 2    our quality care.

 3                As had previously been mentioned, we have

 4    recently received a four star rating from the members of

 5    Medicare and Medicaid, the only acute care hospital in the

 6    state to achieve this distinction.  Additionally, we received

 7    a letter grade A from Leap Frog, the only hospital in Nevada

 8    to receive this score, but this is not our first letter from

 9    this prestigious group.  In fact, this was the third time in

10    a row we were awarded this grade.

11                Based on this performance in 2017, we received a

12    top hospital award from Leap Frog naming us as only one of

13    the 45 top general hospitals in the entire country.  These

14    quality scores have real meaning.  Among other things, they

15    mean you're less likely to develop a hospital acquired

16    infection, develop a blood clot or be readmitted to the

17    hospital for subsequent episodes of care.

18                These accolades do not come without a lot of

19    really hard work.  I want to share with you the culture of

20    Saint Mary's that allows us to participate in such --

21    participate in such quality care.  Our hospital is owned by a

22    physician.  Our CEO is a registered nurse, and our

23    volunteered governing board has a large number of physicians

24    on it from multiple specialties.
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 1                This leadership structure has sent a message that

 2    permeates our entire organization of the high quality patient

 3    center care is the most important thing we do each and

 4    everyday.

 5                Let me give you two examples, in our intensive

 6    care unit, we have a team which rounds on each patient

 7    everyday 365 days a year.  This team includes physicians

 8    specifically trained in critical care medicine, hospital

 9    based physicians, nurses, including the patient's bedside

10    nurse, pharmacy staff, dieticians, physical therapists,

11    speech therapists and social workers.

12                And this is the key point, every member of that

13    team is empowered to participate in the care in the

14    communicable non-threatening environment.  No matter how

15    trivial an issue may seem, team members are encouraged to

16    voice their concerns so that we can provide the best possible

17    care for our patients.

18                A second example is our discharge lounge.  A

19    concept our Chief Nursing Officer Katie Grimm developed.  One

20    of the most critical time in a patient's hospital care is

21    when he or she is about to be discharged.  Often times a very

22    complex pharmacological therapy needs to be continued,

23    ancillary services such as physical therapy and occupational

24    therapy needs to be instituted or continued and follow-up
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 1    appointments with multiple healthcare providers need to be

 2    scheduled.

 3                If the patient is not discharged with these

 4    multiple issues addressed, he or she runs the risk of a less

 5    than ideal outcome.  To facilitate this process, we have

 6    created a dedicated area within the hospital with dedicated

 7    staff to make this transition from inpatient care to

 8    outpatient care as seamless as possible.

 9                As you can see the quality score Saint Mary's has

10    achieved do not come by accident.  We believe with the

11    culture we have developed in a hyper-focus on every aspect of

12    patient care, we will continue to provide the best care

13    possible.

14                As an organization led by clinically trained

15    professionals, our primary goal will always be delivering the

16    best care possible to our patients but with fewer hospital

17    based complications, shorter hospital stays and decrease in

18    readmission rates.  Our quality of care will also result in

19    real cost savings.  We welcome the opportunity to participate

20    in this pilot program.  Thank you.

21                CHAIRMAN CATES:  Thank you.

22                Does anybody have any questions from Saint Mary's

23    while we have them at the table?

24                MEMBER COCHRAN:  Mr. Chair, Chris Cochran for the
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 1    record.

 2                How many admissions do you have per year?  What

 3    is your average number of admissions?

 4                MS. LIDHOLM:  I'm going to ask our chief

 5    financial officer or you can say it here.  Maybe I can repeat

 6    it.

 7                CHIEF FINANCIAL OFFICER OF SAINT MARY'S:  About

 8    19,000.

 9                MS. LIDHOLM:  About 19,000.

10                MEMBER COCHRAN:  Because the reason I'm asking is

11    when we were looking at volume discounting in terms of --

12    frankly, I think the rates you're offering here are really

13    good rates in comparison to most hospitals but I'm just

14    wondering, are we ever going to see that many number of

15    admissions at Saint Mary's Hospital to achieve that discount,

16    would you know?  We're talking about if you have 19,000

17    admissions per year --

18                MS. LIDHOLM:  Today without PEBP?

19                MEMBER COCHRAN:  Without PEBP, yeah, and I don't

20    know, maybe that would be more of a question for -- for PEBP

21    staff than it is for you.

22                MR. HAYCOCK:  So for the record, Damon Haycock.

23                I'll weigh in.  First, the volume discounts are

24    on the medical group side.  We -- we were able to hit that
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 1    135 percent of Medicare assuming just as you said, we can't

 2    know how many admissions there would be, and what we don't

 3    want to do is to try to push admissions in a hospital that

 4    were not necessary.  So we didn't want to incentivize over

 5    utilization of this contract.

 6                However, you know, there's no argument that

 7    primary care isn't being overutilized, right?  I mean, it's

 8    not being overutilized today so we put the provisions in

 9    there.  As far as high volume discounts go, it's up to the

10    market, right?  I mean, what's the market going to do when

11    new players come into it and where are people going to go?  I

12    can't weigh in on if I think that, you know, myself and my

13    family are going to, you know, instead of turn right on

14    Virginia Street and head to the Renown system or turn left

15    and head to Saint Mary's, but I think opening up the

16    opportunity, basically allowing more folks into the sandbox

17    just provided -- provides that option, and we'll be able to

18    report on a quarterly basis on this program which is why it's

19    a pilot.

20                MEMBER COCHRAN:  Okay.  So let me just follow-up

21    my question.  So this contract that we're looking at

22    extending is beyond just inpatient care.  It's also for the

23    ambulatory care that you may be offering.  Does that include

24    physician practices and also --
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 1                MS. LIDHOLM:  It includes our medical group that

 2    have primary care multiple specialty physicians, as well as

 3    our urgent care and clinics so yes.

 4                MEMBER COCHRAN:  Thank you.

 5                CHAIRMAN CATES:  So, Damon, I have a question

 6    about this being a pilot.  So this runs through plan year

 7    2020 and how do we measure success of this pilot?

 8                MR. HAYCOCK:  So for the record, Damon Haycock.

 9                Excellent question, it was a question that I had

10    to answer the purchasing administrator as well when we

11    developed this.  We receive data from our third party

12    administrator say what we pay for services.  We know who goes

13    to what location and we're able to crunch those numbers and

14    determine how many folks utilize this pilot, what were there

15    their savings compared to the other available locations in

16    the surrounding area and did PEBP truly save money or not

17    from a fiscal standpoint?  We're also able to get utilization

18    data from Saint Mary's to determine length of stay, how many

19    admissions, those types of things.  And through our

20    utilization management, we'll be able to understand other --

21    other factors on the clinical side as to who is doing what,

22    when and why.  So we'll be able to provide reports.

23                We're not going to wait two years and say this is

24    what happened.  We're going to be able to provide periodic
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 1    reports to the Board I would imagine at least on a quarterly

 2    basis and showcase what this pilot has done and where it's

 3    headed.  And then at the end of this pilot or maybe even

 4    after the first year, depending on its success, we would make

 5    a recommendation either to let it takes its course and let it

 6    in or look at doing a full on solicitation under NRS 333 to

 7    allow all hospital systems of care the opportunity to

 8    participate in a Medicare reimbursement process because at

 9    the end of day, that's the cost control that is placed on

10    these systems is a very well known database that's connected

11    to Medicare allowable rates, and this really solves that

12    problem with that percentage off-build issue that I think I

13    brought up to this Board with you today.

14                So we're going to be able to define success by

15    utilization and cost, just like we do with our regular

16    Consumer Driven Health Plan today, separate it out by groups,

17    separate it out by location and site of care, and we'll be

18    able to present those findings.

19                CHAIRMAN CATES:  Thank you.

20                Any other questions for Saint Mary's?

21                MEMBER FOX:  Yeah, I have a question.  You

22    mentioned a psyche hospital.  Could you tell me more about

23    that.

24                MS. LIDHOLM:  Yes, we recognize that as many
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 1    others have in your community that there is a greater and

 2    greater need for mental health, mental health services, and

 3    so we made the determination to open up a 24-bed unit.  We

 4    work with the state, and we have been able to get it all

 5    done.  We're finalizing the last policies and procedures.  We

 6    have the staffing in place.  And so I think safely within the

 7    next three weeks we will be able to open it and provide

 8    services that are definitely needed in Northern Nevada.

 9                CHAIRMAN CATES:  Any other questions?

10                MEMBER COCHRAN:  Just one final question

11    regarding utilization by patients.  Assuming you were to come

12    in, would you be able to handle -- you know, what is your

13    average say wait time for an appointment for say primary care

14    for example, do you know?

15                MS. LIDHOLM:  Yes, so we -- we have established

16    patients and for new patients, our wait time out is a couple

17    of weeks.  We have worked on the anticipation and hoping that

18    we would get this contract, and we have providers in the

19    queue ready to come in and they will be starting by July 1st.

20    We're fortunate enough to not have to expand our facilities.

21    We have space for these new providers, and we know that

22    access is a very important part of what your membership needs

23    and we're going to make sure that they have it.

24                MEMBER COCHRAN:  Okay.  All right.  Thank you.
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 1                CHAIRMAN CATES:  Any other questions for Saint

 2    Mary's.

 3                MEMBER SHIPPEY:  Thank you.  For the record,

 4    Glenn Shippey.

 5                I just want to understand what your corporate

 6    structure is.  Are you for profit, nonprofit?  Is there a

 7    parent organization?

 8                MS. LIDHOLM:  Sure.  It's on.  We are owned by a

 9    physician, Dr. Premm Reddy, who owns Prime Healthcare.  In

10    2012, Saint Mary's was months from closing.  We were then

11    with Catholic Healthcare West, and Dr. Reddy has a mission to

12    save hospitals that are close to closing.  We were number 12.

13    They are now 45.  We are for profit, but there are no

14    shareholders which is why I mentioned the millions that we

15    have been able to invest back into our community.  The money

16    that is made at Saint Mary's stays in Northern Nevada.  Does

17    that answer your question?

18                MEMBER SHIPPEY:  It does.

19                MS. LIDHOLM:  Thank you.

20                DR. BRYAN:  May I give you an example?  For the

21    record, Richard Bryan.

22                Three, four years ago, I went to Helen and I

23    said, you know, I think it would be nice to get a new CAT

24    scan to make the diagnosis of coronary heart disease earlier
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 1    and I thought it would get moved through corporation maybe a

 2    year or two down the line.  She met with Dr. Reddy, and she

 3    called me a week later, and she said the money has been

 4    approved.  What company do you want to use to buy the CAT

 5    scan.  So I think by being small and nimble, that's one of

 6    our strengths in terms of effecting high quality healthcare.

 7                CHAIRMAN CATES:  Any other questions?  Go ahead,

 8    Tom.

 9                MEMBER VERDUCCI:  Yes, Tom Verducci for the

10    record.  Thank you very much for coming here today.

11                And I was wondering if you could perhaps comment

12    on if we open up your organization for competition, how it

13    would benefit the plan members and what you would think that

14    it would do for the future costs in the program?

15                MS. LIDHOLM:  I believe this type of competition

16    is very healthy competition.  In healthcare we all want to do

17    our best but there's no question that if our neighbor and

18    friend does well, we would like to do a little bit better and

19    so on and so on and so on.  And at the end of the day, the

20    patient wins.  I think this is healthy competition, good for

21    the community, good for your plan members.

22                MEMBER VERDUCCI:  Thank you.

23                CHAIRMAN CATES:  Any other questions for Saint

24    Mary's?
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 1                MEMBER FOX:  One more.

 2                CHAIRMAN CATES:  Go ahead.

 3                MEMBER FOX:  For primary care, do you utilize

 4    nurse practitioners and physician assistants?

 5                MS. LIDHOLM:  We do.  We have med levels so PA's

 6    and nurse practitioners that are supervised by a physician,

 7    yes.

 8                CHAIRMAN CATES:  Any other questions for Saint

 9    Mary's?  I think we're good.  Thank you.

10                MS. LIDHOLM:  Thank you, Mr. Chairman.  Thank

11    you.

12                DR. BRYAN:  Thank you.

13                CHAIRMAN CATES:  Okay.  At this time I would like

14    to ask anybody from Hometown Health or Renown to come up.

15                MR. WINDFELDT:  Mr. Chairman, members of the

16    Board, Mr. Haycock, thank you for your time today.  I'm Ty

17    Windfeldt, CEO of Hometown Health, and I appreciate an

18    opportunity to speak to this item.  It's certainly creating a

19    lot of anxiety to my organization and has caused a lot of the

20    anxiety for the past several months as I brought forth to the

21    Board on November 30th.  This is an issue that is directly in

22    conflict with the arrangement that Hometown Health has today.

23                I think it's important to point out, you know, a

24    little bit of a back history with regard to this process that
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 1    we went through and PEBP issues and competitive RFP in

 2    accordance with NRS Chapter 333, and Hometown Health

 3    responded as did several other organizations.  The RFP

 4    provided the ability to submit proposals on an exclusive and

 5    non exclusive basis, and at this time Hometown Health

 6    submitted only on exclusive basis.

 7                I think it's important to read the information in

 8    the RFP because I think it's telling.  So if you bear with me

 9    just for a couple of sections.  On Section 3.1.6, it states

10    vendors may submit multiple proposals to present PPO network

11    options with and without any provider exclusivity for PEBP

12    consideration.

13                Example, if there are two hospitals located in

14    the same geographic area, exclusivity would mean that

15    participants would have access to one of the two.

16    Non-exclusivity means the participant would have access to

17    both.

18                Question 4.1.3 asks does your organization

19    proposal contain any exclusive provider or facility

20    contracts?  If so, please list in detail which providers your

21    organization network has an exclusive contract with.

22                And then lastly on 4.1.4.3, it asks specifically

23    in zip code 895XX which is all of the Reno market.  Hometown

24    Health states Hometown Health currently has exclusive
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 1    contracts for hospital services with Renown Health.

 2                Hometown Health submitted a proposal on

 3    exclusivity basis and PEBP selected that proposal as its best

 4    vendor.  There are other proposals submitted and many of them

 5    if not all of the other ones included non-exclusivity.  And

 6    then just this past year, this Board voted to extend that

 7    contract for another year.

 8                Additionally, the contract that we have in place

 9    today further stipulates and I quote, the contract and its

10    integrated attachments constitute the entire agreement of the

11    parties.  Meaning the RFP is part of the contract and the RFP

12    clearly indicates Hometown Health exclusivity.  I think it's

13    also important to point out there are times in our

14    relationship with PEBP where we've had to go back to the RFP

15    language and use that as clarification.  Mr. Haycock has

16    chaired with me several times in the past, you know, Hometown

17    Health has said we're going to go this direction and Mr.

18    Haycock clearly points out that's not what your RFP states,

19    and we're going to hold you to what you stated in your RFP,

20    and we have always agreed to hold ourselves accountable to

21    what we stated in that RFP.

22                I believe there appears to be a lack of

23    transparency and cooperation between our organizations.  At

24    no time was a direct contract with Saint Mary's discussed
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 1    with Hometown Health or any other direct contract with

 2    Hometown.  It is unclear to me what the PEBP provisions are

 3    with respect to direct contracting with providers.  Hometown

 4    Health position has been all contracts go through our

 5    network.  That has been a relationship we have had among both

 6    of our organizations since we began working together more

 7    than 20 years ago.

 8                That continues to build a very high quality

 9    network.  Hometown Health does not go out and contract with

10    providers and exclude PEBP.  Anytime we go out and contract

11    and continue to build a network, PEBP is always included,

12    never excluded.

13                This is the first time I've experienced PEBP

14    wanting to create their own network and exclude the kind of

15    relationship with that process.  I also think it's important

16    to note that it's been, some of the reason as to why PEBP is

17    asking to add Saint Mary's due to increase access.  Hometown

18    Health has not received one complaint that there's not

19    adequate access, and I cannot recall one participant that has

20    come forward to this Board stating such.

21                It has also been noted that one of the reasons

22    PEBP is adding Saint Mary's is because they are high quality.

23    Yet, per the information in your Board packet, the highest

24    rated hospital is Banner Churchill, and PEBP chooses to
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 1    exclude this provider as preferred status and on July 1st,

 2    hundreds of State of Nevada employees and their families will

 3    have no access to hospital services in Churchill County.

 4                This agenda item creates significant challenges

 5    in other areas and opens up a long list of questions I

 6    believe the Board now has to consider.  A few of the more

 7    important questions that I would ask you today are the

 8    following, today some direct contracts are coming to the

 9    Board for approval and others are not.  Will PEBP continue to

10    develop their own network as we move forward with the current

11    contract?

12                How are other provider requests going to be

13    handled?  Will other providers that request inclusions be

14    added?  Hometown Health is beginning to get questions from

15    other providers that are not contracted and they are asking

16    the question how do I get a direct contract with PEBP.

17                What about current contracted providers who are

18    being paid less than what is presented in your current Board

19    agenda?  Is PEBP willing to pay those providers more to

20    create parody across the board?  Such which requires contract

21    with provider networks for many reasons other than just

22    getting discounts.  One significant comment is to ensure that

23    these provider contracts meet all appropriate credentialing

24    standards.  When direct contracting with providers, is PEBP
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 1    following the same standards and assuring all requirements

 2    are being met?

 3                PEBP has announced it's going through URAC

 4    accreditation, and I applaud you for that.  As Mr. Haycock

 5    has stated, that is no small task.  Hometown Health too is

 6    URAC accredited, and we're very proud of that.  Part of the

 7    URAC accreditation, there is significant emphasis put on your

 8    credentialing and your process that you follow for ensuring

 9    all contracted providers meet appropriate standards.

10                The other issue that we have relative to building

11    a network amongst adding a new hospital, what are you going

12    to do for the other providers that practice within that

13    hospital?  Emergency room physicians, anesthesiologists,

14    hospitalists and the list goes on, what are you going to do

15    to ensure that all of these providers are too contracted so

16    that your participants are not stuck in a situation where

17    they receive services from a non-contracted provider.

18                And then lastly and most importantly I think from

19    my perspective is I'm still troubled with how the PEBP Board

20    can say that this is a pilot program.  If the State of Nevada

21    has a contract to buy this pen for a dollar and somebody else

22    comes in and says I'll sell it to you for 99 cents, how does

23    PEBP go forward and add the contract and say that's a pilot

24    program so that we can save money and buy this pen?
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 1                Lastly but not least, I believe this is not in

 2    the best course of action for PEBP.  I know there's been a

 3    lot of conversation relative to whether you can or can't do

 4    this legally, and I think the bigger question for me is

 5    should you do this.  Is this the right direction that PEBP

 6    should go, entering into an exclusive contract with Hometown

 7    Health willing and knowingly, foregoing all other contracts

 8    that are non-exclusive and now coming back mid contract and

 9    trying to come back and unwind that?

10                So with that, Mr. Chairman, that concludes my

11    remarks.  I did want to introduce Renown Health President and

12    CEO, Dr. Anthony Slonim, and he too would like to provide

13    some comment.

14                CHAIRMAN CATES:  Welcome.

15                MR. SLONIM:  Thank you, Ty.

16                Mr. Cates, Members of the Board, Mr. Haycock,

17    thank you for the opportunity to address you today.  My name

18    is Anthony Slonim.  I'm the president and CEO of Renown

19    Health and a professor of medicine, pediatrics and public

20    health at the University of Nevada School of Medicine.

21                Renown Health in the State of Nevada has a long

22    standing partnerships.  We currently have 14 partnerships

23    with the state.  We dutiful perform on there and we rise up

24    to the occasion when the state is in difficulty.
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 1                We make sure that when there's a crisis that

 2    emerges, that has happened within the last six months, where

 3    we were the national poster child in Nevada for having 14

 4    bare counties where people were without insurance, Hometown

 5    Health and Renown put our hand up, called the governor and

 6    said we'll be there for you, and we're very proud that those

 7    people now have insurance.

 8                We have made sufficient progress in the area of

 9    corrections, making sure we're providing care to the prison

10    system.  And when members of our community in Tonopah lost

11    their hospital, Renown Health stepped in to make sure that in

12    our state people wouldn't be living without healthcare like a

13    third world country, that was not acceptable for us.

14                And while many of us were not here perhaps at the

15    time that our agreements were signed, we are certainly bound

16    by our predecessors.  PEBP and Renown have enjoyed a 20-year

17    history of partnership, Most recently our RFP's in 2010 and

18    2014 with contracts extension to 2021, and it has always been

19    an exclusive agreement.

20                You know, it's interesting, I didn't come here

21    today thinking that we were going to have to defend ourselves

22    against an RFP since we had won the contract that Ty eluded

23    to.  Unfortunately, our relationship serving PEBP members and

24    retirees is in jeopardy because of new interpretations and
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 1    significant modifications of our longstanding agreements,

 2    thereby undercutting our ability to effectively serve PEBP,

 3    its members and its retirees.

 4                As a Board, you need to be appropriately informed

 5    about some of the risks regarding these pilot projects and

 6    the implications that they may have on our current

 7    agreements.  Here's the issue, PEBP issued a competitive RFP

 8    according to NRS Chapter 333.  You were looking for choice,

 9    appropriate efficiency and cost and comprehensive network.

10    You were also looking for competition.  The bid process

11    itself assured competition.

12                Hometown Health responded in accordance with the

13    RFP requirements.  We were transparent, and we disclosed

14    exclusivity provisions consistent with our 20-year history of

15    exclusivity with PEBP.  PEBP chose Hometown Health to be its

16    exclusive provider.

17                Now, it seems like we're characterizing market

18    checks with bid shopping and that's inappropriate.  The pilot

19    project proposed under agenda -- pilot projects proposed

20    under agenda violate the exclusivity agreement between

21    Hometown Health and Renown Health and the longstanding

22    understanding of the spirit of our contract and partnership

23    with PEBP.  I'm not sure why we're being picked on after all

24    of these years of great service.
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 1                If PEBP chooses -- if the Board chooses a

 2    non-exclusive agreement, Renown Health will need to adjust

 3    our pricing to non-exclusive rates.  The documents you

 4    received within your Board packet has no estimate regarding

 5    data, outcomes, about the pilot, cost of the pilot, how many

 6    members are going to be moved from one direction to another.

 7    And what we know is that tension points on one side of a

 8    balloon creates tension points on the other side.  So you may

 9    reduce the air over on this side but you swell over on this

10    side.  The analyses have not been transparent, and we have

11    not received any information, perhaps you have, the data to

12    demonstrate why this pilot may be being pursued at this

13    point.

14                Nonetheless, at the end of the day, there was a

15    public bid process and it followed the purchasing laws of the

16    state, and Hometown Health was awarded the contract.  You

17    asked about choice.  We have choice, seven hospitals in the

18    system.  And for your members, when things can't be handled

19    in our community, in network benefits to Stanford Health, in

20    network.  That's pretty impressive, 3,000 providers in the

21    network and numerous, numerous hospitals, both within the

22    Renown system and outside the Renown system.

23                You contracted for a large and comprehensive

24    network.  Innovations are great right up until the point
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 1    where they violate a contract and this aggregating this

 2    contract and the network that the PEBP Board chose we believe

 3    is a problem.

 4                Mr. Windfeldt highlighted two important issues,

 5    but I think the reiteration about why we think that with all

 6    respect, Mr. Cates, Mr. Haycock and the deputy attorney

 7    general, who have reviewed the contract language that we

 8    presented, it's not enough there just to look at the

 9    contract, right?  You have to take into totality not just 250

10    pages in the contract language but the 550 pages in the RFP,

11    all of the amendments, the contract.  And looking at a

12    loophole within the contract language insufficiently

13    addresses all of the elements in the 500 pages of

14    documentation leading up to and amending the work, and let me

15    give you some examples.

16                In Section five of the incorporated documents,

17    various attachments, including negotiated points and the RFP

18    response, the language specifically states this contract must

19    include and incorporate the attachments.

20                Section seven, assent, the parties agree that the

21    terms and conditions listed on incorporated attachments of

22    the contract are also specifically a part of the contract.

23                On Section 31, the entire contract and

24    modification, this contract and integrated attachments
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 1    constitute the entire agreement of the parties.

 2                Based on opinions of the deputy attorney general

 3    and others, this pilot project is okay based on the contract,

 4    but it doesn't fully incorporate all of the other documents

 5    as specified in the language that needs to be counted.

 6                And so I'm disappointed.  I'm disappointed that

 7    we're at a point after a 20-year relationship where we're

 8    looking for loopholes in contract language to make a

 9    difference for all of the people that we're here to serve.

10    It's disappointing to me that we're at that point.

11                You know, we don't believe that forming a pilot

12    is okay based on our consultant's review of the 500 pages of

13    documentation and our history of this.  And the second point

14    about, I won't -- I won't reiterate -- Mr. Windfeldt did a

15    nice job of highlighting for you the language in the RFP and

16    our highly transparent response which was appropriately

17    approved by the PEBP Board as your network.  I won't go into

18    that.  He's read it already.

19                But what I will highlight for you is that the RFP

20    language does specifically say 3.16 paragraph of the Nevada

21    PEBP Statewide PPO Medical Network, RFP Number 3100, page ten

22    of 56, vendors may submit multiple proposals to present PPO

23    network options with and without any provider exclusivity for

24    consideration.
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 1                If multiple options are proposed, each proposal

 2    documents submittal should be complete and standalone for

 3    consideration.  Renown Health and Hometown Health submitted

 4    one document, not an exclusive and a non-exclusive, one

 5    document, exclusive.  PEBP knew well and the PEBP Board knew

 6    well what the intent of our actions were, and you benefitted

 7    and the members have benefitted from the exclusive rates, the

 8    outcomes and the comprehensiveness of our network.

 9                Let's share some of the implications as we move

10    forward.  If the PEBP Board chooses to approve the pilot

11    project and directly contracts with other healthcare

12    organizations, Renown Health will be put on the defensive and

13    forced to issue non-exclusive rates to maintain consistency

14    across our entire book of business.

15                If PEBP desires a new approach to address cost

16    containment issues, Renown Health will be responsive as a

17    good partner, as we have for 20 years, to address and improve

18    the service to provide the PEBP members as stipulated in our

19    contract and to the point that Mr. Windfeldt said, nobody has

20    brought that up so far.  Renown Health is unable to tolerate

21    random modifications of our agreement without an analysis and

22    understanding of the data and the implications of those

23    changes.

24                Renown Health respectfully would ask this Board
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 1    not to approve the pilot projects that would break

 2    exclusivity with Renown Health, would additionally recommend

 3    a work group comprised of representatives from PEBP and

 4    Renown Health to address concerns in our relationship.

 5                And, lastly, if PEBP desires a new non-exclusive

 6    network, we think that the low would be clear on moving

 7    forward and according to the law, we should issue a new RFP,

 8    and we would be happy to support that process as it is

 9    relegated by Nevada State Law and public process.

10                That closes my comments on the issues with the

11    pilot project, but I want to share with you the bigger issue

12    of why these pilot projects are so important because they

13    denigrate a relationship that we have had for so long.  And

14    there are two other very specific examples that I think

15    should be put on the record in order for you to understand

16    why we feel we're backed into a corner.

17                I don't know that you know this but one of the

18    other important pieces which we've never had a problem with

19    in the past is our agreements around implants.  Currently

20    PEBP owes Renown Health more than $1,000,000 for implants.

21    It's hard to understand why because the prices for the

22    implants are in the contract.  Although, there is some

23    loophole that PEBP can ask for an invoice, manufacture's

24    invoice at the claim level for an individual patient.  We buy
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 1    these in bulk so we can pass the cost savings onto PEBP, and

 2    so we're not being paid $1,000,000 right now for things that

 3    are clearly in our contract, and I feel like I got my back

 4    against the wall.  That's not really a good feeling as a

 5    partner.

 6                Finally, in your documents today, you will see a

 7    blueprint for healthcare in America, a white paper

 8    co-authored by our Governor.  It's a nice document that came

 9    out on February 23rd set at the highest level of the nation's

10    healthcare.  Well, your executive director called a meeting

11    with Aon on February 28th without an agenda to discuss this

12    blueprint.  It's a great blueprint, 500,000.  I'm a policy

13    guy.  I understand it.  We understand it well.

14                And what was highlighted for me on page four, the

15    paragraph at the bottom of the page under key components

16    bullet two number, to directly combat anticompetitive

17    behavior particularly among local hospital systems, pharmacy

18    benefits manager and pharmaceutical companies.  This was the

19    reason for the meeting, and the executive director believes

20    that this is important for him to make sure he is following

21    one of the things that our assumed Governor authored, five

22    days after his release with no -- it's not how you go from

23    policy implementation.  There's no direct line from policy

24    implementation.
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 1                You know what was most bothersome about that was

 2    the condescending and disrespectful remarks that I received

 3    as a president and CEO of Renown, an organization that is

 4    here not only for healthcare when people are sick and injured

 5    and accepts regardless of where they come from people with

 6    complexity conditions that can't be handled in other

 7    hospitals.

 8                But the disrespectful remarks to assert that

 9    Renown Health was working in an anticompetitive manner, I

10    need to say for the record today, Renown Health vigorously

11    objects on the record to the assertion made by your executive

12    director that we acting in a noncompetitive manner.  You

13    issued an exclusive RFP.  We responded according to the law

14    and the public process, and it was accepted by the Board and

15    has been in place for more than 20 years.

16                In summary, we believe in partnership.  I'm

17    annoyed by the fact that we have to be here today talking in

18    these terms.  This is not how it should go for people who are

19    here to serve your members and your retirees.  You know, we

20    went through a public process.  It was tested by the law.  We

21    won the competitive bid fairly squarely and by the

22    appropriate openness of the bid process.

23                We don't believe that elements of the agreement

24    can be randomly compromised or re-negotiated or bid shopped
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 1    and, unfortunately, our relationship is being bogged down by

 2    cumbersome -- cumbersome paperwork because we're not getting

 3    paid according to the level of the contract, and we're having

 4    meetings.  It's just become -- It's becoming disruptive.

 5                You're being advised that a pilot project is

 6    okay.  Well, pilot projects are okay.  This opinion is not

 7    based on the totality of the documents associated with the

 8    RFP, the contract and all of the amendments.  Our

 9    consultation suggests that pilots are not okay and fly in the

10    face of our agreement.  We don't want to become adversaries

11    in this, and the last thing we need is to be arguing over

12    legal language loopholes in the agreement.  We need to be

13    working together for the benefit of those that we're here to

14    serve.  We want to continue to serve PEBP members and

15    retirees.  We want to do that.

16                If the Board approves an arbitrary and random

17    modification of our contract by approving these pilot

18    projects, you will put us in a corner on the defensive and

19    leave us no alternative than to defend ourselves publicly

20    against the bullying tactics that are being aimed at us.

21                Thank you for your time and consideration.  I

22    would be happy to answer any questions.

23                CHAIRMAN CATES:  Thank you, sir.

24                Questions from the members?  Go ahead.
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 1                MEMBER VERDUCCI:  Yes, Tom Verducci for the

 2    record.  Thank you very much for coming here today and

 3    expressing your thoughts.

 4                I would like to have you expand on how

 5    competition would be a disadvantage to our plan membership.

 6    We have two -- the two largest hospital networks here today

 7    and we're discussing opening up competition, and if you could

 8    expand just a little bit for us as Board Members.  I wasn't

 9    able to participate in any of your private meetings prior to

10    the meeting so this would be very valuable information for me

11    to understand how we would be disadvantaged to be introduced

12    into a competitive environment.

13                DR. SLONIM:  Sure, happy to respond.  Thank you

14    for your question.

15                The issue around competition is housed within the

16    bid process.  It was a competitive process.  PEBP -- the PEBP

17    Board clearly had made a different selection.  It didn't.  It

18    chose exclusivity and the rates that came with those

19    exclusivity provisions.  It was very clear.  It was in the

20    RFP.  The response was very clear and transparent, and now

21    additional competition is what is being asked for, but we

22    believe that it violates the intent of the competitive bid

23    process that we went through.  Why have a competitive bid

24    process if we're going to change the elements of the contract
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 1    language after the bid is over and signed?

 2                MEMBER VERDUCCI:  So specifically to our plan

 3    members who would not have the ability of having certain

 4    treatments at Saint Mary's, would there be a disadvantage to

 5    them if we were remained exclusive?

 6                DR. SLONIM:  For the many years of the contract,

 7    we have not been made aware of any problems related to the

 8    exclusivity provisions at Saint Mary's, and there are lots of

 9    other options within the community apart from that one

10    hospital where your members and retirees can get service.

11                MEMBER VERDUCCI:  Thank you for your comments.

12                DR. SLONIM:  Thank you.

13                CHAIRMAN CATES:  I want to address a couple of

14    the comments that you made regarding the contract and the

15    totality of the contract and it includes the RFP's and

16    amendments.  I agree with you, that's how our contracts work

17    and what I reviewed was the entire contract, including the

18    RFP and amendments, and I know the discussions I had with

19    Dennis Belcourt were based on that not just a narrow piece of

20    the contract.

21                In terms of pilot programs, unfortunately Jeff

22    Hague could not be here today.  He serves on another board

23    that was meeting at the same time.  I talked to him

24    extensively before this meeting and he was very clear that
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 1    333 allows pilots.  He grants them regularly.  It's a way to

 2    test the market and to figure out a path forward for future

 3    procurements.

 4                He has no concerns from his authority under 333

 5    to be able to engage in this sort of pilot and in his

 6    opinion, as well, there's nothing in the RFP process that we

 7    went through in the contract that we went through in the

 8    state's opinion that granted exclusivity, meaning our members

 9    could only go to providers within the Hometown Health

10    Network.

11                And I understand the language that you guys

12    pointed out.  It certainly gave me pause, and I had to go

13    back and talk to people to understand it because I wasn't

14    here when that RFP was done but on his behalf, on those

15    points, he believes we are compliant with the law.

16                DR. SLONIM:  Did he by chance comment on the

17    submission of either one or two responses to the RFP which is

18    critical in this conversation because we only submitted an

19    exclusive bid?

20                CHAIRMAN CATES:  Yes, yes, yes.

21                Anybody have comments or questions from anyone

22    else?

23                MEMBER ANDREWS:  Mr. Chair?

24                CHAIRMAN CATES:  Yes.
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 1                MEMBER ANDREWS:  Ana Andrews for the record.

 2                Correct me if I'm wrong, particularly PEBP staff

 3    if my recollection is wrong.  I believe that what we were

 4    looking at was rate increases by Hometown Health for our HMO

 5    in the north that ultimately we're going to have to be passed

 6    onto the membership and, therefore, the Board discussed, it

 7    was brought to the Board to discuss the EPO, the potential of

 8    the EPO so that we can help and make sure that our membership

 9    do not experience those increases continually, particularly

10    because of the historical north being more expensive than the

11    south and then we have to blend the rates, et cetera, et

12    cetera.

13                So my question to Hometown Health would be is

14    that inaccurate, were you not going to increase the rates and

15    rather give us a break and lower them for the membership?

16                MR. WINDFELDT:  Ty Windfeldt with Hometown Health

17    for the record.

18                Based on the November 30th Board meeting and the

19    decision that the Board made to terminate the HMO contract

20    was because Hometown Health was requiring a rate increase and

21    the PEBP executive director's recommendation and the Board

22    approved to, you know, bring that contract in and going

23    forward on their own contract to try and mitigate some of

24    those increased costs.
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 1                That said, the increase that Hometown Health was

 2    asking were actuarial justified and were appropriate based on

 3    the utilization and all of the other factors that we've

 4    discussed relative to the utilization of that HMO program for

 5    the PEBP participants has significantly higher utilization

 6    and cost than the other programs do today.

 7                MEMBER ANDREWS:  Thank you.

 8                CHAIRMAN CATES:  So I have a question based on

 9    your comments, if I understand correctly.  So if we proceed

10    with this contract, our rates will be raised?

11                DR. SLONIM:  Renown Health has a relationship

12    with Hometown Health and in order to keep parody across our

13    entire book of business for non-exclusive contracting, the

14    rates will go to non-exclusive rates.

15                CHAIRMAN CATES:  Any other questions from the

16    members?

17                MEMBER COCHRAN:  Mr. Chair, this is Chris

18    Cochran.

19                This is a question that I have regarding, related

20    to the question that Ana asked because we were looking at --

21    it was my understanding in the response regarding creating a

22    pilot project with Saint Mary's that that was unrelated to

23    the -- to PEBP going out on an EPO that that was something

24    that had happened in -- you know, out of -- it wasn't related
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 1    to that.

 2                And so I need to know because this was my -- I

 3    know I addressed this at the November meeting that there was

 4    a perception that by including Saint Mary's that this was

 5    something that whether -- whether it was or not, it was just

 6    the perception of creating a pilot project that it was

 7    related to was going out on our own for the EPO.

 8                It would seem to me that the -- isn't this pilot

 9    project, this would also relate to the PPO, correct?  This is

10    really what it's related to.  Is it the -- is it the HMO or I

11    mean the EPO, HMO, PPO?  I mean, I'm getting lost in some of

12    the details here.

13                CHAIRMAN CATES:  My understanding, this is we're

14    just talking about the PPO contract.  This doesn't have

15    anything directly to do with the HMO contract or the

16    formation of the EPO.

17                MEMBER COCHRAN:  Okay.  So that's to the nature

18    of my question then.  So we have decided to go out for an EPO

19    and at the same time, we are looking at modifying our PPO to

20    provide a pilot project.

21                Now, I'm -- you know, I love what I'm reading so

22    far in the pilot project.  I think, you know, in looking at

23    hospital compare, where we're trying to make these

24    relationships between the level of quality between Hometown
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 1    Health and other providers or Saint Mary's and other

 2    providers, I get that.  Saint Mary's ranks very high in

 3    hospital compare, and I think this is the kind of thing that

 4    we want to do.

 5                I am a little concerned on this whole discussion

 6    of doing pilot contracts that seem to -- and this is to Saint

 7    Mary's point, that seem to be out of the context of what was

 8    agreed upon when we issued RFP's.  Now, we have one year

 9    remaining on our current RFP, on our current relationship on

10    the PPO, correct, with Hometown Health?

11                DR. SLONIM:  Three years.

12                MEMBER COCHRAN:  Is it three, okay.  We extended

13    it.  I knew we extended it to be in line with the HMO's with

14    the -- with the time period which I also think is something

15    that is important to do, but I am a little worried about the

16    perception.  I still have to say I'm worried about the

17    perception that this brings that this is -- this is -- that

18    this was -- this idea of creating this contract was prior to

19    us going out on becoming an EPO but in preparation for us

20    becoming an EPO and that's, you know, that's my worry.  Even

21    though it seems to be relating more to the PPO.

22                I know I'm not making any sense to anybody right

23    now because there's a lot of different acronyms in this.  I'm

24    just a little worried that -- pilot projects I get are small,
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 1    narrowly focused.  This is a pilot project that changes the

 2    nature of the agreement that we had in place it seems to me

 3    so I'm a little worried about that -- about that perception.

 4                MEMBER BAILEY:  For the record, I'm Don Bailey.

 5                I'm very concerned.  I've heard two or three

 6    times now about a workshop and if that's in the making and

 7    it's going to be, will that workshop include our two major

 8    vendors?  Are we going to sit down in the workshop, plus PEBP

 9    staff and some Board Members to try to work some of this out?

10    This is ugly.  I mean, I agree with the doctor here.  I'm not

11    even sure we have enough information, the Board overall has

12    enough information to make any kind of decision on the

13    recommendation.

14                Now, I would like -- I like the competition and

15    think that's healthy.  Saint Mary's has stepped up.  Renown

16    is stepping up, and but I think the competition is needed for

17    our members.  I mean, our job is to take care of our

18    membership, active and retired and if we don't do that and

19    give them the best thing going, then we're failing to really

20    do what we need to do as a Board.

21                I'm not sure if we polled this Board everybody on

22    this Board understands what's going on here between two major

23    vendors.  If it's going the way we're handling it, programs

24    are acceptable, I understand all of that, but do we have
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 1    enough information?  I'll go back to the doctor about that

 2    500 pages of documentation.  This Board has not seen that.

 3    The Chair has seen it in great respect and certainly --

 4                CHAIRMAN CATES:  I'll be happy to get you a copy.

 5                MEMBER BAILEY:  More reading, right.  I just --

 6    I'm uncomfortable with this whole thing, and I'm curious to

 7    hear, of course, I call it the chair, whether we're going to

 8    have more public comment from our PEBP groups and the other

 9    groups that I see sitting in the audience.  So if we can hear

10    some of their comments, maybe -- maybe the light will open up

11    a little bit better for me and I'm only speaking for me.  I

12    can't speak for the whole Board but I agree with Dr. Cochran

13    here, I'm a little confused myself, very confused actually,

14    and you're going to ask me to vote on something.  So maybe

15    hear from the members, so that's it, Mr. Chair.

16                MEMBER COCHRAN:  Dr. Slonim, I do have another

17    question.

18                Would you be open to renegotiating the contract?

19                DR. SLONIM:  We want to do what's in the best

20    interest of the PEBP, its members and its retirees.  To the

21    extent that we have conversations that need to be had about

22    how we can better improve quality and reduce costs and make

23    access, I'm happy to do that, happy to do that.

24                MEMBER COCHRAN:  I mean, I'm thinking about it in
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 1    terms of expanding the network.  Is there -- is there a

 2    problem with including Saint Mary's in a different contract?

 3    I mean, I know we're looking for our best interest, okay.  So

 4    we're looking at the cost overall.

 5                And I find what is proposed on paper so far very

 6    attractive to PEBP.  And, you know, I think that is something

 7    that we have to take into consideration as a Board in terms

 8    of trying to keep our costs under control and I -- I, you

 9    know, I'm not -- Saint Mary's proposal on its surface, I'm

10    just -- I don't know how this effects us long term and that's

11    why I'm wondering if we're better off renegotiating contracts

12    if it also include the pilot of Saint Mary's.

13                And maybe I'm trying to get two, the best of all

14    of the worlds, but I'm just wondering if that's -- if that's

15    the solution.

16                DR. SLONIM:  Well, we won't hold that against

17    you.  Tony Slonim for the record.

18                I would make this comment, two comments.  One, to

19    the extent that we have an agreement that is a comprehensive

20    network thrives to the best issues of quality cost that we

21    can access that we all had hoped for and that is what we

22    signed, while we're working under that agreement, there are

23    certainly modifications we want to come to the table and work

24    in concert with PEBP Board Members, management, whoever
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 1    should be there to help us improve the quality of the work

 2    that we're doing together for the people we are here to

 3    serve.

 4                On point two, if the Board believes that it

 5    should do something entirely different, it seems to me if we

 6    follow the bid process with the new RFP, et cetera, and so

 7    I'm at the moment saying, okay, we did that and this was what

 8    resulted.  I don't know when the Board might take on itself

 9    to do a new bid process.  If that's the choice of the Board,

10    we're happy to support that, bid for the proposal and move

11    forward and see where we end up and that objective outcome.

12                MEMBER COCHRAN:  But you're -- you're not

13    currently -- your network currently does not include Saint

14    Mary's?

15                DR. SLONIM:  No.

16                MEMBER COCHRAN:  So whatever bid we would do if

17    we went out to a bid, it essentially would have to be it's a

18    non-exclusive.

19                DR. SLONIM:  Non-exclusive bid.

20                MEMBER COCHRAN:  Non-exclusive bid.

21                DR. SLONIM:  And then it would be up to the Board

22    to reconcile the benefits of non-exclusive and be includes

23    cost that go with it.  That was the point of the RFP.  That

24    was issued a couple of years ago and we resubmitted an
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 1    exclusive response to that RFP and that was the pricing that

 2    was appreciated and agreed to given the network size and

 3    options that were available, and that's why we feel backed

 4    into a corner at this point.

 5                Now we're changing the game.  Now we're saying,

 6    well, we appreciate that you only responded on the -- on the

 7    exclusive agreement with these rates, but now we think we

 8    want to do something a little different.

 9                MEMBER COCHRAN:  Mr. Chair, one final question

10    for staff.  Did we consider in looking at the pilot project,

11    the implications with Renown?

12                MR. HAYCOCK:  For the record, Damon Haycock.

13                I'll just answer that one question, and then I

14    have some other things to say when the Chair has his time.

15    We looked at what -- what scenario on a lot of things.  We

16    anticipated that Renown as the excellent partners that they

17    are would not send us a termination letter, would not

18    drastically increase their rates to our membership next year.

19    They would continue to do all of the excellent things that

20    you heard Dr. Slonim say that they would help us stay out,

21    that they would allow us to be part of this process and as

22    Mr. Windfeldt said back in November, that they are here to

23    help the state and here to help PEBP.  So we took those words

24    to heart and we looked at all of the opportunities.
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 1                I tried reaching out on multiple occasions to try

 2    to address costs.  It just didn't materialize by the time

 3    that we had this opportunity, and so we wanted to look at

 4    this.  Really, we're in unchartered waters when it comes to

 5    Medicare reimbursement model, right, here in Northern Nevada.

 6    I think it's used in Southern Nevada pretty well but in

 7    Northern Nevada, it's to my knowledge, none of the networks

 8    are predicated off of that model which is why it's a pilot.

 9                It's not really we want to pilot the use of Saint

10    Mary's system of care.  We want to pilot a Medicare

11    reimbursement model, and they were the first entity that said

12    we're willing to, and they raised their hand, and I admire

13    that, and I commend them on that willingness to break away

14    from the norm and look at cost controls.

15                Because one of the things that you heard here

16    today, very very strongly today, and I don't disagree or

17    fault Dr. Slonim and Renown and Hometown Health, they -- they

18    are going to change their rating structure if you guys sign

19    this contract, and they are changing it because they can.

20    This type of Medicare reimbursement model prevents that.

21                And so I'm not saying that this model is

22    successful before it even starts, but there is no provision

23    that I'm aware of with any provider contract within any of

24    the networks in Northern Nevada that stops any provider from
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 1    increasing their rates at will and that is terrifying,

 2    absolutely terrifying, and so this pilot project is really

 3    testing the waters to see can we make this work.  Can this

 4    work for our membership?  Can we create an opportunity where

 5    we are not at the mercy of -- of non-transparent ratings?

 6                One of the things you did hear today is that,

 7    well, the rates we provided and the rates we provided and the

 8    rates were predicated off.  PEBP has never seen -- that's not

 9    true.  Let me back up.  The rates were not provided in the

10    RFP submission.  The only rates that were provided were in

11    admin to utilize the network.

12                And, Ty, please correct me if I'm wrong, I don't

13    believe you submitted Renown's rating structure for PEBP on

14    an exclusive or a non-exclusive, so we've been in the dark.

15    And at the end of every year, we are told this is -- expect

16    you're either going to pay more or sometimes you're not even

17    told at all.  I'll be honest, I have never been told once

18    that rates have increased, decreased or stayed the same on

19    any provider in the network in the two and a half years I've

20    worked at PEBP.  So we're in the dark.

21                So this process I think, Dr. Cochran, yes, it was

22    contemplated.  What could they do?  Well, right now based on

23    their contracts to my understanding, they can do whatever

24    they want, and that's terrifying from a cost control
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 1    perspective in any marketplace in any industry in the nation,

 2    that's terrifying.

 3                And so I want to work with Renown, and I really

 4    want to work with Hometown Health and if I have said

 5    anything -- anything at all that has been disrespectful or

 6    condescending, I apologize on the record here today.  I

 7    respect the heck out of you, Dr. Slonim.  I respect what

 8    Hometown Health, Renown does for the citizens of Nevada.  I

 9    think you provide excellent services.  I have a granddaughter

10    who's alive today because of you're NICU.  That's not --

11    that's not at the table today.  It's not about do you do a

12    good job.  It's not about your services to the member.

13                It's about what should the member pay for those

14    services and is there anything that stops folks from

15    dictating costs every year.  And so I know it's looked at as

16    a loophole but nowhere in the contract that I reviewed, and I

17    looked at all 500 pages and so did Deputy Attorney General

18    Belcourt and so did others.  Nowhere does it say if we do not

19    adhere to an exclusive arrangement, you're going to change

20    your rates.

21                So, again, there's a lot of assumptions I think

22    that were made into this discussion, and I think you said

23    that to me personally.  We had this assumption back then.

24    Well, unfortunately assumptions are generally defined in
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 1    contract, and our contract defined all of them and nowhere

 2    did we define that exclusivity -- that exclusivity as an

 3    assumption.  So there's a place in the contract where I think

 4    you're missing that says here are the assumptions and here

 5    are the negotiated items.  And nowhere in that contract did

 6    PEBP say we are looking for an exclusive arrangement for a

 7    network that has exclusive providers only.

 8                And one of the most important things that I think

 9    is lost here in this process that we need to talk about, PEBP

10    is asked by Hometown Health to negotiate agreements without a

11    network provider today.  We've been doing that for years.

12    Now, those are services that they can't provide.  So I'll

13    make the point for them, but let's not forget there's a

14    service that they can't provide in their system, the Cyber

15    Knife, where they send members to Saint Mary's.  Well, if

16    this is an exclusive arrangement, how are they sending

17    members to Saint Mary's?

18                So, again, I'm confused, and I want to be part of

19    the solution.  I think these gentlemen sitting in front of

20    you have -- have an opinion that is very well vetted and the

21    reality is that they have shared with you today.  But what I

22    -- what I want to state here and I want to state this on the

23    record, I'm not a lawyer, I'm not, and my job isn't to

24    interpret NRS 333.

Capitol Reporters



Page 103

 1                What you have all delegated to me is the

 2    authority to interpret NRS 287.  NRS 333 to my knowledge, and

 3    Director Cates can tell me if I'm wrong, that's the territory

 4    of the purchasing administrator that only he can interpret

 5    his statute.  And then when I run into a question on

 6    interpretation, I look to my lawyer because he went to school

 7    and has been licensed and passed the bar and he tells me what

 8    is legal and appropriate for my program.

 9                And I can tell you and maybe Dennis will

10    disagree, I don't think I've ever disagreed with you in the

11    two and a half years -- let me back up.  I have never taken

12    action that has disagreed with you in the two and a half

13    years.  We have had conversations where we may not see eye to

14    eye.  I always relied on our deputy attorney general because

15    that's what his job is.  His job is to determine and protect

16    the Board and to protect the state and to protect this

17    program.

18                So I don't want to make this about who is being

19    mean to who.  This is an opportunity for us to try new

20    reimbursement models that can change the course of how we pay

21    for healthcare in Northern Nevada, and it's legal and most

22    importantly and we haven't even talked about this yet, you

23    guys approved it in November so I went forward and negotiated

24    in good faith, and we built this into our actuarial
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 1    assessment or assumptions for the rates representing to you

 2    hopefully in the next couple of hours.

 3                So any change, any work group change, our rates

 4    are going to be defunct and for the solvency of this program,

 5    we acted in good faith based on the Board's decisions at the

 6    November 30th meeting.  And when we go back and make

 7    significant changes that effect our rates, I am scared to

 8    recommend a rate to you today if we're going to make changes

 9    at the rate setting board meeting.

10                And so, again, I appreciate everything Dr. Slonim

11    and Ty Windfeldt have said.  I have sat with them numerous

12    times, numerous hours, and I will continue to find a way to

13    better healthcare in Northern Nevada.  This right here I

14    think is a healthy first step and if they choose to

15    drastically raise rates to PEBP, I think there's some other

16    questions that need to be asked, and I'll end it there.

17                MEMBER COCHRAN:  I would like to ask a follow-up

18    question then.

19                This is a pilot project, and it only covers plan

20    year '19, '20 so it's a two-year plan.  The contract with the

21    -- for the PPO and goes through 2023.

22                MR. HAYCOCK:  I think it's 2021.

23                MEMBER COCHRAN:  2021, okay.  So does this fall

24    in line with that contract?  I guess the question that I have
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 1    is what happens at the end of this -- at the end of this term

 2    and Saint Mary's comes back to us and says we can no longer

 3    if -- I'm just playing devil's advocate, that we can no

 4    longer sustain those rates that we negotiated.  We are going

 5    to increase our rates.  We want -- we're proposing to

 6    increase our rates to this in order to provide the same

 7    services and at the same time, Hometown Health has gone back

 8    and said we have increased our rates because we no longer

 9    feel we have an exclusive plan.

10                MR. HAYCOCK:  Excellent question, Dr. Cochran.

11    Damon Haycock for the record.

12                So we did not purposely tie a network contract

13    and bundle it with this pilot program.  We looked at these as

14    two distinct separate activities because that's legally how

15    we were informed.  So we're not trying to tie one into the

16    other.  The reason as you stated, very eloquently earlier,

17    that we extended the contract to 2021 was to eliminate any

18    potential bundling discussion of fully insured products with

19    our PPO network.

20                And so as -- as a requirement, as a request to

21    the Board, we came back and we wanted to align those dates.

22    Of course, that's null and void now that we've issued a

23    termination to Hometown Health for the HMO, it doesn't align

24    any longer, but we haven't looked at assessing changing that
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 1    because they have a partnership contract with the Sierra

 2    Healthcare Options in Southern Nevada.  So it's a contract

 3    with two providers partnering together to provide this

 4    comprehensive network and so no.

 5                What happens if Saint Mary's comes back and says

 6    guess what, Damon, that was a great idea but it didn't work.

 7    We don't move forward.  So we're going to be able to assess

 8    this pilot like we've done in other pilots.  I'm going to

 9    give you another example.  Diabetes Care Management, we did a

10    pilot with Carson Tahoe.  We looked at it and we had some

11    great outcomes, but it didn't appear to save the type of

12    money we were hoping to save.  So we let the pilot end and we

13    moved forward.

14                My understanding, I hate speaking for them, but

15    it's my understanding that they took the data from what they

16    got from that and they're looking at improving the types of

17    care of that and moving forward.  So they got something out

18    of the pilot.  We got something out of the pilot, but we

19    didn't come back and state, well, we need to do this for the

20    end of time, and so that's the glorious part about a pilot is

21    you're testing this out.  If it doesn't work, no harm no

22    foul.  You go back to other options that you have.

23                And so we hope Saint Mary's will be able to

24    provide us with excellent rates for our members for the types
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 1    of care that they offer in Northern Nevada moving forward,

 2    but we're not asking them to guarantee them for the next

 3    decade, right.  We're not asking them to guarantee them past

 4    this pilot.  Just like we need to test the waters so do they.

 5    This is new for them.

 6                So this, again, is an opportunity for us to try

 7    something, and I recognize that it's not well received by all

 8    parties because it eventually hits bottom lines, but I'm

 9    really hoping that we can move forward because it's already

10    started, right.  I mean, the November 30th decision was made.

11    We negotiated.  We built rates, and so it's a little scary

12    for me to recommend rates here in a little bit, but I'll do

13    my best.  Hopefully that answers your question.

14                MR. WINDFELDT:  Mr. Chairman, this is Ty, sorry.

15                CHAIRMAN CATES:  Okay.  Go ahead.

16                MR. HAYCOCK:  I think Christine has wanted to

17    talk forever.

18                CHAIRMAN CATES:  Oh, I'm sorry.

19                MEMBER ZACK:  That's all right.  I'll allow Ty to

20    go.  I'll go after him.

21                CHAIRMAN CATES:  Okay.  Go ahead, Ty.

22                MR. WINDFELDT:  My apologies.  I just wanted to

23    go -- I just want a point of clarification for the record

24    because I want to be just clear.  I stated this before on
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 1    November 30th and I want to state it again today.  If PEBP

 2    moves forward with approving this pilot program, Hometown

 3    Health has to change our contract with Renown.  My current

 4    contract with Renown does not allow non-exclusivity.

 5                So I have to go back in and renegotiate that

 6    contract with Renown.  And if I can get Renown to agree to

 7    providing what I refer to as a client specific agreement

 8    within my master agreement, that is something that we will

 9    consider.  However, if it comes back that the decision that

10    PEBP makes is going to impact the rest of my 150,000

11    individuals, then I'm going to be forced into a situation to

12    make a different decision and that would either be, A, I term

13    the contract with PEBP according to the provisions that we

14    have or, B, we provide an amendment that we still need to

15    amend the contract for July 1st that stipulates that we will

16    not allow direct contracts if you're going to access the

17    Hometown Health agreement.

18                So I just want to be clear because I don't want

19    to come back and say, you know, what you said or what you

20    didn't say.  We still have a lot of work to do, and there's

21    still tons of uncertainty should PEBP decide to go down this

22    direction.

23                And so back to the earlier question, you know,

24    what do we do?  We believe we provided a proposal based on
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 1    the requirements that's exclusive.  If the bid requirement

 2    would have stated we may choose at some point in the future

 3    to change the exclusivity and do direct contracts, Hometown

 4    Health would have had a different response to that RFP.  So

 5    we're asking the state to acknowledge the RFP that we have in

 6    place today and if the state chooses they don't want to do

 7    that, our belief is the proper process is to go out and rebid

 8    the whole entire prior PPO network.

 9                MR. HAYCOCK:  So for the record, Damon Haycock.

10                I just want to add a quick follow-up to that.

11    And, Ty, correct me if I'm wrong, but a couple of things,

12    one, Hometown Health is part of the Renown system so you're

13    talking to each other to solve this problem, right?  It's not

14    like you have to go to a completely separate entity to try to

15    negotiate it.  You're talking within your own overall

16    organization.

17                And then, second, I don't think anyone here is

18    saying that the PPO network needs to contract with Saint

19    Mary's.  We're not taking away your exclusivity within your

20    contract.  What we're doing is we're adding a provider or

21    potentially adding a provider to the system of care that PEBP

22    offers its members.  No one is saying that you have to go out

23    and negotiate with Saint Mary's, that we did all of this

24    negotiation in good faith and we hand it to you and you sign
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 1    a provider contract.

 2                So technically you still have everything within

 3    the provisions of the RFP and nowhere, and I think Dennis

 4    needs to weigh in on this, but nowhere did we request or

 5    require an exclusive arrangement.  And one of the things that

 6    I think that was stated to me that I think really paints the

 7    most clearest picture possible, PEBP did not request an

 8    exclusive arrangement with Hometown Health.  We did not say

 9    we have an exclusive provider arrangement with this network.

10                So Hometown Health said that we have an exclusive

11    provider arrangement with Renown, but that doesn't

12    automatically mean that PEBP has an exclusive arrangement

13    with Hometown Health, and that can be described multiple ways

14    in all of the agreements we've signed for out of network

15    providers over the last seven years.

16                So, Dennis, is that an accurate statement?  You

17    said it a little better than I did, but.

18                CHAIRMAN CATES:  Actually, I would like Dennis to

19    comment on anything that has been discussed in relation to

20    the RFP and the contract and how to interpret it.

21                MR. BELCOURT:  Thank you, Chair.  Dennis

22    Belcourt, deputy attorney general.  You know, I think you

23    both did a very good job, Chair, and executive officer of

24    explaining.
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 1                I mean, first of all, of course, the contract as

 2    I read it is a contract including any incorporated documents

 3    and that would include the RFP and the RFP response.  I would

 4    note that there's nothing in the RFP or the RFP response that

 5    says this is -- this is contingent on only Renown being

 6    the -- Renown being the only provider to any services that

 7    PEBP, you know, pays for.  In fact, PEBP, of course, pays for

 8    out of network services which, I mean, what is at issue here

 9    is, of course, Saint Mary's has come forward and saying we

10    can discount our services to PEBP members and there's nothing

11    that in the contract, including the incorporated documents

12    that says PEBP cannot accept a discount from other providers

13    in the Hometown Health Network.

14                So there's -- absent any express language, the

15    only way you can find a -- reach a conclusion that there is

16    such a provision is through implied language.  This is a --

17    courts do not in my view imply anti-competitive language in

18    contracts.  I mean, this is clearly -- contracts clearly can

19    be anti-competitive.  They can restrict who you do business

20    with, that's what contracts are sometimes about.

21                But a Court will not reach out and say, well,

22    there's an implied provision that you didn't -- you didn't

23    put in the language of the actual contract there's an implied

24    provision that you can't deal with anybody else besides the
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 1    Hometown Health Network.  So that's what -- you know, that's

 2    where I'm coming from on this.

 3                You know, again, entering into the pilot program

 4    will not effect the dollar amount that Hometown Health gets

 5    under participant per month fee at all, because they will

 6    still get that dollar amount, as I understand it, as they did

 7    before the pilot program so it will not change that.

 8                So those are, you know, important factors in why

 9    I view that the contract does not -- the two contracts, the

10    one at issue and discussion today and the provider network

11    contract are not in conflict with each other.

12                CHAIRMAN CATES:  Thank you.

13                Any other questions from the members?

14                I'm going to open it up to public comment as

15    well.

16                MEMBER ZACK:  Mr. Chair, Christine Zack still.

17                CHAIRMAN CATES:  I'm sorry.  Thank you for being

18    so patient.  Go ahead.

19                MEMBER ZACK:  Unfortunately, for everyone, each

20    time I got passed over, my notes grew longer so now I'm up to

21    two pages so you have to bear with me.  And it's not so much

22    a question as it is a series of statements.  First and

23    foremost, like Don Bailey, I would like to hear from the

24    Members in Northern Nevada and I think that's coming next.
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 1                In terms of corporate social responsibility, I

 2    would like to applaud Renown and Hometown Health for their

 3    efforts, particularly their partnership with UNR School of

 4    Medicine.  I know that they are dedicated to increasing the

 5    number of doctors that can intern to residency programs in

 6    the state and hopefully eventually practice in the State of

 7    Nevada.

 8                I mentioned earlier during the disclosures that I

 9    had lunch with Chris Bosse.  I have a tremendous amount of

10    respect for her.  She is a very effective lobbyist.  I've

11    collaborated with her in the past.

12                With all of that said, the CDHP is a Consumer

13    Driven Health Plan, and the whole point of that is to put the

14    consumer in the driver seat, meaning that they should get to

15    select or have their own preferences, make their own

16    healthcare decisions based on their budget.

17                And because I spent nearly 15 years on the

18    provider side with national long term care chain, specialty

19    hospital chains, the first thing that I did when I heard

20    about Saint Mary's was to look up the CMS ranking, and it is

21    a four-star hospital, and I heard that several times today,

22    and I think that that is important for our members to have

23    that choice.

24                Competition is good.  I think it increases
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 1    quality of care.  You know, the Hometown Health President

 2    mentioned Banner Churchill Community Hospital.  I would love

 3    to see Banner partner with us.  I would love to see every

 4    hospital whether freestanding or part of a chain partner with

 5    PEBP so that our members can choose which hospital they want

 6    to go to.

 7                When I met with Chris and Courtney, I shared a

 8    story and in favor of the pilot program with Saint Mary's

 9    back in November.  So a number of years ago, it must have

10    been 2014, my son was about 18 months old, I was misdiagnosed

11    with a meningoma at the cerebellopontine angle.  So for those

12    of you who aren't doctors, and I know we have a couple of

13    them up in the audience, that's a skull based tumor.  I was

14    misdiagnosed with that here in Las Vegas, and I had sought an

15    MRI because I was losing vision in my right eye.

16                Because of the health insurance that I had, I was

17    able to go to John Hopkins University and to UCLA and to

18    discover that I didn't actually have a tumor.  I had

19    something really silly going on, a weird version of glaucoma

20    with my eye, and there was no tumor in my brain, in my skull

21    or elsewhere.  I just had a thing there, and that was the

22    reason why I voted in favor of the arrangement with Saint

23    Mary's.  It was that personal choice.  I had the ability to

24    make the choice to go to John Hopkins and see the chief of
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 1    neurosurgery there, and I want the ability extended to the

 2    members in our network.

 3                You know, I originally intended to stop there but

 4    then the Renown CEO made certain statements and I just think

 5    that they need to be addressed.  He said they have been a

 6    phenomenal partner and offer phenomenal service, and I heard

 7    that several times.  I really can't speak to partnership.  I

 8    know they talk to Damon.  I know they talk with Patrick.

 9    Courtney Kelley has been wonderful in the south, but no one

10    else from Hometown Health has ever bothered to reach out or

11    introduce himself or herself.  So I can't speak to that other

12    than to give a glowing review of Courtney.

13                However, regarding service, I do have something

14    to say and, unfortunately, it's not Damon's experience with

15    service.  I left my prior employer in December to go with a

16    digital health startup company that didn't offer health

17    insurance, and so my choices at the time were to enroll in

18    COBRA, which I'm sure everyone knows is expensive.  And even

19    though I loved my plan, which is Care First of Maryland, it's

20    not a plan that's offered here.  It's really expensive.

21                So I initially elected to go with my husband's

22    plan which is the Las Vegas Fire Fighters Health and Welfare

23    Trust which has coverage through Hometown Health.  I want to

24    make it very clear on the record, I don't want any
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 1    preferential treatment based on my status as a PEBP Board

 2    Member, but my one and only experience with the Health and

 3    Welfare Trust and Hometown Health was so appalling, and this

 4    was just last month, that I'm contemplating reporting the

 5    nurse that I interacted with to the nursing board.  I paid

 6    out of pocket for the MRI that I needed, and I ultimately

 7    decided to continue COBRA coverage, a significant expense

 8    through Care First of Maryland.

 9                So I don't know what happened there, but I have

10    one experience with service and it wasn't good.  In fact, it

11    was terrible, and I hope that's not what the Fire Fighters of

12    Las Vegas City are experiencing.

13                I realize that these statements aren't going to

14    make me very popular with Renown or Hometown Health.  I

15    realize it may impact my position on this Board.  It may even

16    impact my career in healthcare in this state, but I truly do

17    want to do what is best for the members.  I want them to have

18    the access to quality care that I have, and I hope that we're

19    able to forge a true partnership with Hometown Health in the

20    future but right now, I think that the pilot with Saint

21    Mary's is just the right thing to do for our members, but I

22    would love to hear directly from them.

23                CHAIRMAN CATES:  Thank you.

24                Any other comments or questions from Members?
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 1                MEMBER FOX:  I have a question.  I have two

 2    questions.

 3                CHAIRMAN CATES:  Go ahead.

 4                MEMBER FOX:  First, what would be satisfying to

 5    you both?  Would it be issuing an RFP or calling the whole

 6    thing off altogether or what would be agreeable?

 7                DR. SLONIM:  The recommendation that we have is,

 8    one, we need additional information to continue to understand

 9    the limits and extent of the pilot and the importance, the

10    outcomes of the plan and the financial changes that are

11    planned as a result of the analysis.  I don't know that that

12    is clear.

13                And the second issue is I'm dismayed, really

14    dismayed with the three examples I've given you about how

15    a -- a long term and positive relationship for your members

16    and retirees have degenerated into this place.  I really do

17    believe that we need a working group to solve the problems on

18    a go forward basis to make sure that we are working in the

19    spirit of collaboration and not confrontation moving forward.

20                At the point where we degenerate to this issue of

21    your interpretation of the language in a contract and my

22    interpretation, we could spend all week long distracting

23    ourselves from the work that we have ahead of us which is to

24    serve members and retirees.  And, unfortunately, that's --
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 1    it's leading to the dialogue we're having today.  It's a

 2    really bad place to be.

 3                Two things, one, we would ask that the PEBP Board

 4    not approve the pilot project and, two, that we get a work

 5    group together with members of the Board, members of Renown

 6    health, members of PEBP management to further understand

 7    where we're not on the same page and how to get us on the

 8    same page.

 9                CHAIRMAN CATES:  Any other questions for Renown

10    or Hometown Health?

11                MEMBER FOX:  I have a question for Damon.

12                CHAIRMAN CATES:  Go ahead.

13                MEMBER FOX:  Is reissuing an RFP an option for us

14    or is that too complicated?

15                MR. HAYCOCK:  We can always reissue RFP's.  The

16    real issue that we have to try to work out, again, is we have

17    this joint provider contract so it's not just a Hometown

18    Health contract.  It includes Sierra Health Care Options in

19    Southern Nevada.  We would be potentially jeopardizing the

20    good faith negotiations we've had with Southern Nevada, and

21    we could be disrupting the entire network statewide.  I'm not

22    saying that we would.

23                I'm just saying there's a possibility, especially

24    if the Board then approves a non-exclusive arrangement RFP,
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 1    Hometown Health may choose then either not to bid or to bid

 2    and not win the bid potentially, we don't know.  We can't

 3    make those decisions today, but then we disrupt members in

 4    Northern Nevada, and we may inadvertently disrupt numbers in

 5    Southern Nevada as well.

 6                And so I'm all for a planned approach and was

 7    hoping to address any additional RFP's closer to the end of

 8    our current extended contract, especially since we're

 9    starting this new program next year and that we wanted to

10    ensure that we do not disrupt the members in Northern Nevada

11    who would be seeing these providers that they are today and

12    so -- and that's on the EPO plan.

13                So I would be very -- I'm concerned in making

14    major changes right before open enrollment, right before the

15    plan year begins but it is technically possible.

16                CHAIRMAN CATES:  I'll just add, I hate to speak

17    for Jeff Hague, but I will speak for Jeff Hague in

18    conversations that we've had.  It may be a little repetitive

19    here.

20                But a pilot is a legitimate tool and it helps

21    inform future bid processes and my understanding of what

22    we're doing here is we're going to test this type of

23    reimbursement model and if it's successful, if it saves us

24    money and improves access, then we would in the future go out
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 1    for a bid for everyone to bid on that type of model, and

 2    hopefully we'll get all of the major players participating in

 3    that.

 4                And purchasing often uses these pilots to really

 5    assess whether that is practical or feasible or not.  If we

 6    didn't do this pilot, we would just put out that

 7    reimbursement model.  In a bid, we may not get any bidders.

 8    So it's a way of testing whether it's viable or not, and the

 9    intent of this outward if it is viable that we would do an

10    RFP process for all vendors.

11                MEMBER FOX:  Okay.

12                CHAIRMAN CATES:  Any other comments before we go

13    to public comment?  Okay.  Let's take public comment in the

14    north.  We'll keep these to three minutes.  If you find that

15    other people have said things that you wanted to say, feel

16    free to say ditto or something like that.  I'm not sure how

17    many people want to speak.

18                MS. LOCKARD:  Good morning, Mr. Chair and Members

19    of the PEBP Board.  My name is Marlene Lockard, and I'm

20    representing RPEN, Retired Public Employees Of Nevada.

21                Well, this is an easy one.  Who is not for

22    choice?  Who is not for competition?  Who is not for lower

23    prices?  I think on behalf of our retirees, having listened

24    to the discussion this morning, it seems like this has opened
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 1    up exactly what folks have been trying to avoid and that's

 2    uncertainty.

 3                And it raises, as always, I'm up here with the

 4    notion of what are the unintended consequences.  And when you

 5    look at your agenda in total today, not just Item 7, I feel

 6    like it's a spider web.  You touch this and it starts shaking

 7    over here.  Next on the agenda, you touch this and it's going

 8    to impact this, and so I always feel that we're constrained

 9    both with time, deadlines and issues coming and converging

10    together that if one issue is delayed or more time is granted

11    to consider the full ramifications of a decision, then you

12    can't go forward with another option on the agenda today.

13                And I just -- I just wish there was a better way

14    that substantial policy decisions and discussions could be

15    made without the constraints of the handler always hanging

16    over your head or when we're in these meetings.  It's an

17    unenviable position that I think you're all in.

18                And so there's been a lot of changes in the last

19    six months moving away from the HMO to the EPO in this

20    proposal.  We support choice.  We would love for our members

21    to have more choice.  We would love to have access to other

22    options, but I have to -- representing the clients if -- if

23    what we're hearing today, those that stay may be where they

24    are, will that raise their rates?  And so are we -- what is
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 1    the net savings across the board to members that may choose

 2    to stay in place.

 3                And I think you saw earlier in the Towers Watson

 4    survey, our members are split on choice and that was specific

 5    to the Medicare retirees who are not impacted by this issue,

 6    but I think it gives a window into where the comfort level is

 7    from some, and those that have not entered into a program

 8    tend to look like maybe I would like before I settle in like

 9    more choice but once you're there, you're satisfied with what

10    you've got.

11                So you all are the experts.  We're retirees.  We

12    do not have the expertise for the analysis that I think this

13    requires, but I just -- my bottom line is always be weary of

14    the unintended consequences.  Thank you.

15                CHAIRMAN CATES:  Thank you.

16                MS. MALONEY:  Good morning, or is it yeah, we're

17    getting close, Priscilla Maloney with the AFSCME retirees.

18    So not to repeat everything that Ms. Lockard said goes double

19    for us.  Folks in general have gone through since 2011, as

20    you know, both the actives and the retirees a great deal of

21    change around the models of our healthcare system for PEBP.

22                And as was reflected in the survey, which I think

23    was very valuable, folks -- one of the primary complaints on

24    the national level about all of the rock and roll around the
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 1    ACA and where we are and what congress is doing, literally as

 2    we speak with yet another 2,000 plus page bill that nobody

 3    apparently has been able to get into the weeds about how

 4    that's going to effect all of this, it's the constant change.

 5                So I will try and make this as brief as I can.

 6    As Ms. Lockard touched on the cost, the unintended

 7    consequences of the cost alone, I'll leave that aside.  I

 8    want to talk around the issue of access to care.  Certainly,

 9    anecdotally we have not surveyed our members specifically on

10    the issue of in the Truckee Meadows, would you support more

11    access to care vis-a-vis things like this pilot program?

12    Anecdotally, I certainly hear that.

13                I would say piggybacking on Ms. Zack's comments

14    and story that she shared because I very much appreciated

15    that, this is a relatively small medical market, and I am

16    going to share briefly my own personal story.

17                So I was diagnosed with breast cancer in January

18    of 2016 and because my case was serious enough, I got a whole

19    year of treatment and I got to access both systems, Renown

20    and Saint Mary's, and my experience and my family's concerns

21    at the time were not focused on cost.  We were focused on

22    access to care.

23                We had one situation during chemo where I had to

24    go to the emergency room, and I had to wait for 11 hours.
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 1    The next day I talked to my oncologist and she said, you know

 2    what, you could have gone to Saint Mary's.  Your plan

 3    supports it.  I was at that time a member of FEBP, the

 4    Federal Employees Benefits Program.

 5                So going through that year of treatment, I can

 6    tell you that at least for me anecdotally and, again, I think

 7    I'm representative since I'm Medicare age, most of my group

 8    at this point that I represent professionally, the big issue

 9    going through a whole year of treatment like that was not

10    having to stop and agonize over is this service or this

11    provider not covered by my plan because the FEBP system

12    allows complete access to both systems.

13                So we don't have a lot of choices in the north.

14    Expanding choice is a positive thing, not a negative.  If

15    this plan today is not workable for other reasons, whether

16    it's legal reasons, whether it's cultural reasons, a working

17    group was suggested, I would like to simply say that, again,

18    focusing away from the cost, from an access to care in a

19    relatively small set of options up here in the north, that's

20    a big deal, not only to me as a former patient but also to my

21    retirees who talk to me anecdotally, again, in our board

22    meetings about the same issues.  Thank you.

23                CHAIRMAN CATES:  Thank you.

24                MR. RAND:  Good morning.  Good morning, Chair and
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 1    Respective Committee Board Members.  My name is Kevin Rand

 2    with AFSCME 4041.  I apologize, I'm losing my voice today.

 3                You know, I really want to thank Damon Haycock

 4    and his staff for thinking outside the box and sticking with

 5    the PEBP Board's mission and vision.  I mean, we -- we sit

 6    here and look at, you know, what kind of changes, can we

 7    think out of the box, the best practices.  Sometimes we're

 8    afraid to make those decisions, but ultimately they have to

 9    be made, and you guys are phased with a serious potential

10    change and it has trickle down effects.

11                We hope that Renown stays with their current

12    agreement.  We have a lot of state employees that go there.

13    It's not a bad thing to have competition.  It's not a bad

14    thing to have choice.  Our state employees have long come in

15    front of this Board, myself included, and asked for different

16    choice, competitive markets and competition.

17                We -- we applaud and we recommend you guys to

18    move forward with the -- what they acknowledge that this is

19    not a stop in the fact that you guys want to reconsider

20    potential rates.  You know, as it was stated earlier, there's

21    a trickle down possibility of this agenda.  Damon also said

22    it, looking at the rates could be dangerous when it comes to

23    this situation based off of today's prior discussions.

24                We have thousands of state employees.  I've spoke
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 1    to hundreds of state employees that are seriously excited

 2    that their premium rates are ultimately at a recommendation

 3    by this body to lower their premiums.  They haven't seen that

 4    in a long time.  They are super excited.  We are asking this

 5    Board not to have a -- a go to just to stay at the flat rate

 6    because of this issue that's basically in front of you.  If

 7    it takes some extra time, do whatever it takes to make sure

 8    that we can possibly go back to ensuring that seriously

 9    considering those rates that are being proposed today to be

10    reduced for state employees.  We're nowhere near the cities

11    and counties.  Thank you for your time.

12                CHAIRMAN CATES:  Thank you.

13                MS. BOWEN:  Good morning, and my name and words

14    for the record Peggy, P-e-g-g-y Lear, L-e-a-r last name

15    Bowen, B-o-w-e-n.  Thank you for today's deliberation.

16                I want to refer to I believe my facts are right,

17    and I'm sure you'll correct me if they are not.  I don't

18    think we've had an RFP regarding this issue since 2011.  I

19    don't think we've gone out to bid.  We have extended and

20    extended and extended for whatever reason and the last reason

21    was when we public in the transparent process, and thank you,

22    Damon Haycock, you deserve every raise in the book, promotion

23    and dark chocolate too.

24                MR. HAYCOCK:  Dark chocolate.
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 1                MS. BOWEN:  For making this as transparent as

 2    possible.  The transparency that has been brought to this

 3    Board, the credibility that has been brought to this Board

 4    has been fantastic and what we need from you now is to

 5    continue in that fashion, to work on -- I mean, Governor

 6    Sandoval did not approve a person being given critical care

 7    status and having it in such a way because he said we're not

 8    going to be here in 2020 or 2022.

 9                And I was shocked at the last meeting when this

10    contract was extended by three years.  The extension needs to

11    stop.  The money needs to quit being made.  The fact is that

12    competition and people need to be able to sit down and

13    compete.

14                One concern I had during the interim is that the

15    way it works right now is providers have been bought by these

16    insurance companies, offices and providers.  Under the last

17    big issue with the cardiologist, those cardiologists won

18    their battle but lost their case.  When they were brought

19    back into our insurance position, they were not given poor

20    privileges at Renown.  They could do their office work.  They

21    could go out and be sent to Churchill, and I like Churchill,

22    or wherever else they could be sent, but they weren't given

23    floor privileges at Renown.  We need these doctors watched

24    over and cared for in this process so that we as members have
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 1    them available to us.

 2                My pulmonary unit, pulmonary was just purchased

 3    by Renown and, therefore, if we don't go with Renown and if

 4    Renown doesn't allow us to utilize their doctors and their

 5    doctors have told us they can't provide, then the only

 6    pulmonary unit in town is with Renown and not with being open

 7    for members to access.

 8                So please in your deliberations do your due

 9    diligence to make sure that providers are not made so that

10    they cannot deal with your members because of which hospital

11    has bought their practice.

12                The fact is we need an RFP process in place.  We

13    need this competition put back in place or otherwise, we are

14    held hostage by Renown and where they really get you is

15    preauthorization, if I might be so bold, preauthorization at

16    the hospital.

17                I was stung by a wasp this summer, and I went to

18    the hospital because 40 years ago having been in the hospital

19    twice getting adrenaline injected directly to my heart, the

20    point was it took everything I knew to get preauthorization

21    for an Epipen because the hospital's pharmacy had closed.

22    CVS pharmacies were closed, and they made me wait until

23    9:00 o'clock the next morning from 5:00 o'clock in the

24    afternoon the previous day for an Epipen to be pre authorized
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 1    at a CVS that didn't even have the Epipen.

 2                Whereas, Walgreen's, sitting over the freeway,

 3    freeway had the Epipen and I could have gone home with it

 4    because they are saying I used my time allotment at Renown,

 5    and I was being forcibly removed, saved by the head of

 6    Renown's nurses saying doctor ordered an Epipen, and then

 7    they said the difference in price from $335 to $780 for the

 8    Epipen at that time because I lacked preauthorization.

 9                So you have the process --

10                CHAIRMAN CATES:  You have to wrap it up.

11                MS. BOWEN:  And the initial RFP was flawed

12    because not all insurance companies were asked the same

13    questions and that was discovered here, and that's why we've

14    been going through this every single time whenever we

15    challenge Hometown Health and the rest of Renown.  We need to

16    get it open again, public again and fair again and thank you

17    very much.

18                CHAIRMAN CATES:  All right.  Any other public

19    comment in Carson City?  Do we have any public comment down

20    in Las Vegas?  No, okay.  Well, I'll bring it back to the

21    Board.  Further discussion?

22                MEMBER COCHRAN:  Just briefly.  This is Chris

23    Cochran for the record.

24                And I know competition is good, and we hear a lot
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 1    about competition.  We don't have that.  We really don't have

 2    competition where we think about competition in our U.S.

 3    healthcare system.  It's not where you can go to wherever you

 4    want.  It's, you know, we talk about having a market based

 5    model of healthcare but it's -- it's quasi markets.  It's

 6    groups of providers working together and submitting proposals

 7    and getting on plans.

 8                If we had an open system of healthcare, you know,

 9    expanded Medicare for all, you can go wherever you want to go

10    but we don't.  We have a system where right now our system of

11    care is paid for.  Either our healthcare insurance through

12    our states or through private insurance, whatever, you got

13    limited access to who your providers are going to be.

14                So I -- I would prefer having access to

15    everybody.  I would expand Medicare for everyone if I could

16    because I think that would resolve all of these issues.  I

17    love the plan that Saint Mary's is proposing.  I'm a little

18    reluctant to support it because I don't think it's -- I'm

19    worried that two years from now we're not going to see the

20    same rates that we're seeing right now.

21                And the long term may be that we see an increase

22    in the -- at the same time an adjustment in our plan with

23    Hometown Health but, I mean, I'm willing to give it a shot

24    but I think we have to be prepared for understanding that
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 1    whichever way we go in terms of how it effects our rates, the

 2    rate structure that we are going to plan for this afternoon,

 3    that either way we may see changes.  I'm just -- you know,

 4    I'm looking at it that way.  So that's my only comment.

 5                I'm inclined to -- well, I don't have to tip my

 6    hand.  I'm just -- I just think we need to go, you know, I --

 7    we've talked about it long enough, I guess.

 8                MEMBER LAMBORN:  Mr. Chair?

 9                CHAIRMAN CATES:  Go ahead.

10                MEMBER LAMBORN:  We're at full disclosure prior

11    to any motions being made, I would like disclose that I will

12    be recusing myself from this vote per Number 7 and Number 8

13    due to a recent engagement in a law firm that is performing

14    work for non-profit charity organization that is affiliated

15    with Renown.

16                CHAIRMAN CATES:  Any other comments from the

17    Members?  Anybody like to make a motion?

18                UNIDENTIFIED SPEAKER:  Let's go to lunch.

19                MEMBER COCHRAN:  Second.

20                CHAIRMAN CATES:  No, I can't accept that motion.

21                MEMBER ZACK:  Mr. Chair, Christine Zack.

22                CHAIRMAN CATES:  Okay.  Go ahead.

23                MEMBER ZACK:  I would like to make a motion to

24    ratify the contract between PEBP and Saint Mary's.  I think
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 1    that's all you need.

 2                CHAIRMAN CATES:  Okay.  I have a motion.  Do I

 3    have a second to the motion?

 4                MEMBER VERDUCCI:  Mr. Chair, Tom Verducci for the

 5    record.  I'll second that motion.

 6                CHAIRMAN CATES:  Okay.  We have a motion and a

 7    second to ratify the contract with Saint Mary's.  Discussion

 8    on the motion?

 9                I can say for -- I can say for my heart, I

10    support the motion.  I do have concerns about the things we

11    heard from Renown today.  I think this is a worthy pilot that

12    could change the cost structure of healthcare for our members

13    and if it's successful, we would go out to an RFP which is

14    what Renown indicated they would like to see if this goes

15    forward.

16                I think that we have solid legal ground to go

17    forward with this.  I go with what Christine said earlier

18    that this is a Consumer Driven Health Plan and our members

19    are not excluded from going to any provider.  So the notion

20    of exclusivity for our members just, I just don't think it's

21    there.  So I'll definitely be supporting the motion.

22                Any other discussion on the motion?

23                MEMBER BAILEY:  Mr. Chair, for the record, I

24    concur with the Chair, but I still have reservations about
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 1    the trickle down effect.  I think it was brought up I think

 2    Dr. Cochran that's what is going to happen two years down the

 3    road or whatever it is, how will those rates effect us and is

 4    that going to be considered for our membership here serving.

 5                I still think that the idea even though this

 6    passes or don't pass, I really would like to lay groundwork

 7    and get a workshop between the two major vendors and PEBP and

 8    whoever PEBP staff wants to work on.  They have a terrific

 9    staff and PEBP and I think we need to utilize their talents

10    even more and doing more research and get back to this Board

11    so we can make real sound decisions when we vote, but I too

12    probably will support this issue.

13                CHAIRMAN CATES:  Any other discussion?

14                MEMBER SHIPPEY:  Thank you, Mr. Chair.  For the

15    record, Glenn Shippey.

16                I just have to, and I am certainly for

17    competition and greater access.  I think members benefit from

18    that.  We all understand that.  However, you know, at this

19    point, I'm very concerned about what the potential for

20    increasing rates as a result of this action or potential

21    termination of contracts.  I think Aon, assuming a certain

22    amount of utilization through Saint Mary's, I'm not sure that

23    is priced in.  Damon has brought up the potential for an

24    impact on rates if this doesn't go to a yes vote, but I doubt
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 1    that Aon has factored in the possibility that there would be

 2    a great increase by Hometown as a result of it having to

 3    renegotiate with Renown.

 4                So I am -- I'm not very comfortable going

 5    forward.  I just want to express that before the vote.  Thank

 6    you.

 7                CHAIRMAN CATES:  Any other discussion?

 8                MEMBER FOX:  I agree with all of that.  I also

 9    agree with the suggestion to create a work group.  I don't

10    know how quickly we could do that to resolve anything, but I

11    think it's a good idea.

12                CHAIRMAN CATES:  So I did -- Damon and I

13    committed to a work group with Renown.  Just to be clear, it

14    was a work group with Renown and PEBP and -- and maybe some

15    Board Members.  Obviously, we can't have too many because we

16    create a quorum, but I know Glenn Shippey was willing to

17    participate in that discussion and that was to -- that was to

18    address not only these disagreements but anything else we

19    could work on to improve the relationship, cost constraint

20    strategies, that sort of thing, and I do support that

21    regardless of how this vote goes.

22                Any other discussion?

23                We actually have a motion on the table for

24    Members and we closed public comment.
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 1                UNIDENTIFIED SPEAKER:  Okay.

 2                CHAIRMAN CATES:  Any other discussion?  Seeing

 3    none, I will go head and call for a vote.  All those in favor

 4    of the motion to ratify the Saint Mary's contract, please

 5    signify by saying aye.  Let's do a roll call vote.

 6                MS. LANDRY:  Ana Andrews?

 7                MEMBER ANDREWS:  Aye.

 8                MS. LANDRY:  Don Bailey?

 9                MEMBER BAILEY:  Aye.

10                MS. LANDRY:  Patrick Cates?

11                CHAIRMAN CATES:  Aye.

12                MS. LANDRY:  Chris Cochran?

13                MEMBER COCHRAN:  No.

14                MS. LANDRY:  Linda Fox?

15                MEMBER FOX:  No.

16                CHAIRMAN CATES:  And Leah Lamborn abstained.

17                Glenn Shippey?

18                MEMBER SHIPPEY:  No.

19                CHAIRMAN CATES:  Tom Verducci?

20                MEMBER VERDUCCI:  Yes.

21                MS. LANDRY:  Christine Zack?

22                MEMBER ZACK:  Yes.

23                MS. LANDRY:  John Packham?

24                MEMBER PACKHAM:  Yes.
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 1                MS. LANDRY:  Six to three.

 2                CHAIRMAN CATES:  Motion carries.  Thank you.

 3    Okay.

 4                All right.  Well, it's noon now.  Anybody have an

 5    appetite to keep going?  Let's go ahead and take a lunch

 6    break.  We can reconvene at 1:10.

 7                (Whereupon, a lunch recess was taken.)

 8                CHAIRMAN CATES:  Let's go ahead and call the

 9    meeting back to order.  Hope everyone had a good lunch and

10    didn't get too wet.  As several people pointed out, I did not

11    bring an umbrella.

12                So we'll move to agenda item?

13                MR. HAYCOCK:  Eight.

14                CHAIRMAN CATES:  I'm sorry, thank you.

15                MR. HAYCOCK:  Yes, sir.

16                CHAIRMAN CATES:  Agenda Item Number 8, discussion

17    and possible action to approve an expansion of the Medicare

18    plus provider reimbursement pilot program with Saint Mary's

19    to include Carson Tahoe Health beginning Plan Year 2019.

20                MR. HAYCOCK:  Thank you, Mr. Chairman.  Damon

21    Haycock for the record.

22                We just had a very healthy discussion on the idea

23    of this pilot program with Saint Mary's.  Following that same

24    vein and a little bit of history, PEBP and Carson Tahoe
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 1    Health met many months ago back in the Spring of 2017 to

 2    discuss something that had nothing to do with this pilot

 3    program or Medicare reimbursement, but we got to talking

 4    about the history of our relationship and one of things we

 5    had years ago was a direct contract with Carson Tahoe Health

 6    for services, and I wasn't around, so I can't speak too much

 7    from it unless someone from Carson Tahoe Health is here if

 8    the Board has questions about this report or any of the

 9    history I'm sharing today.

10                There was a potential to decrease costs or at

11    least at the time when the direct contract was going away,

12    the argument that was presented to me at that discussion with

13    Carson Tahoe is that PEBP would be losing approximately

14    $4,000,000 a year, and that the reason why we were getting

15    away from that Carson Tahoe Health direct contract is we did

16    not have the administrative staff to manage it.  Now, I can't

17    say that's true or not true.  It was well before my time, and

18    I don't know if anybody on the Board was here when that

19    decision was made.  I think it was made well before the

20    merger of the health plan in 2011.  But, Needless to say, we

21    moved forward with leasing out networks and not maintaining

22    those direct contracts.

23                So consistent with all of the contracts that

24    we've analyzed last year and we brought many of them for
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 1    amendments to you last summer, we discovered that we wanted

 2    to have a conversation with Carson Tahoe to explore this

 3    process further, but we had to pause because we instituted or

 4    developed a request for proposal for the near site clinic

 5    that we wanted to open in Carson City.  The moment that PEBP

 6    discovered that Carson Tahoe was interested and would bid on

 7    that, we halted all discussion to protect the integrity of

 8    that reputation, and so we put them on the back burner, moved

 9    forward with the RFP process, selected a vendor for the near

10    site clinic and ultimately did not recommend that we move

11    forward, that's the conversation that we had last year.

12                Once that solicitation was over and complete, we

13    resumed, excuse me, we resumed conversations with Carson

14    Tahoe to basically catch back up to see where we were at, and

15    we informed them that we had already started moving forward

16    with a potential pilot program, and we needed the Board to

17    approve that first.  We didn't want to muddy that as well,

18    and so you guys on November 30th approved that -- the concept

19    for the pilot program with Saint Mary's.

20                And then I reached out to purchasing and said,

21    hey, purchasing administrator and said look, we have another

22    interested party who wants to participate in this pilot.

23    What are your thoughts on expanding the pilot from a

24    purchasing statute standpoint?  And the administrator said
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 1    that once we explained that it would be a similar Medicare

 2    plus payment reimbursement process to meet the intent of the

 3    pilot and that it was in a different location, right, it was

 4    not a potentially direct competitor with the other pilot

 5    program in Northern Nevada through Saint Mary's that this

 6    could be approved as an expansion.  Well, we know that any

 7    approvals of any programs need to come back to the Board so

 8    we're here in front of you today.

 9                But there is an opportunity to add Carson Tahoe

10    Health to this pilot program and here's something very

11    interesting.  We talked earlier today about changing the

12    marketplace in Northern Nevada, and I think there was some

13    questions presented to me at least that said how do we know

14    it's going to work.  How do we know it's going to actually

15    start to make a change?

16                Well, we haven't even started this pilot program

17    and people are interested.  People are interested in a

18    different model of reimbursement, and so I'm not saying the

19    pilot is successful before it even starts, but I am saying

20    that we have another opportunity to try this out also in

21    Carson City because that way we'll have even additional data

22    to justify if the pilot was successful.

23                And so, again, this is -- and to my knowledge,

24    and I'm going to address the issue about Renown, it's my
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 1    understanding that Carson Tahoe Health does not directly

 2    compete with Renown for services in Carson City, so I hope

 3    that doesn't add to any heartburn with decisions that were

 4    made earlier.  But I will say that -- and they also don't

 5    compete directly for services with Saint Mary's so they have

 6    their own micro-cause in the Carson City area, and it gives

 7    us another opportunity to showcase data to show if this pilot

 8    is successful.

 9                Now, I'm not going to come back to you every two

10    months and say, hey, I have another hospital that wants to do

11    this.  This is something that we wanted to put together today

12    and then, please, rest assured, I won't be back in May

13    saying, hey, I have a hospital down south that wants to do

14    this.  We want to try to control the pilot, make it the pilot

15    that it's supposed to be and then determine if it's

16    successful moving forward.

17                You'll see here, and Dr. Slonim earlier when we

18    were talking about the other agenda item mentioned the

19    Governor's blueprint, I'm not going to go into detail about

20    on that, that bipartisan blueprint for improving our

21    nations's health system performance, but you'll see in a lot

22    of these core beliefs and a lot of these guiding principles

23    that the things that we're doing here at PEBP I think can be

24    alive and not to say that was designed for PEBP, because it
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 1    wasn't.

 2                But I think we have an opportunity to help with

 3    this process moving forward by continuing to make the

 4    excellent decisions that the Board has made in regards to

 5    curbing some of these high costs of healthcare moving

 6    forward, and that's no more apparent than the rates

 7    discussion we're going to have here shortly after this agenda

 8    item.

 9                So with that, I'm recommending today, PEBP is

10    recommending today that we expand this pilot program to

11    Carson Tahoe so we can have just a little bit larger of a

12    group to determine if it's a successful reimbursement model.

13    We have two separate and distinct entities that are not

14    competing, both -- or Carson Tahoe is not competing with

15    Renown to my knowledge, and so this offers us an opportunity

16    to have a second set of data points to determine the success

17    of moving forward.

18                And with that, I will -- I'll take any questions,

19    Mr. Chair.

20                CHAIRMAN CATES:  Okay.  Thank you.

21                Questions from the Members?  Go ahead.

22                MEMBER SHIPPEY:  Thank you, Mr. Chair.  For the

23    record, Glenn Shippey.

24                Damon, maybe you or possibly Carson Tahoe Health
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 1    can address whether are they currently in Hometown's network

 2    and if so, then what will it mean to be in that network and

 3    also be participating in this pilot?

 4                MR. HAYCOCK:  Excellent question, Mr. Shippey.  I

 5    think it's a good time to have someone from Carson Tahoe

 6    Health and I don't want to speak for them under the specific

 7    circumstance.

 8                MS. WALKER:  Thank you, Mr. Chairman.

 9                CHAIRMAN CATES:  Welcome.

10                MS. WALKER:  Thank you, Mr. Chairman, Members of

11    the Board.  For the record, Mary Walker representing Carson

12    Tahoe.

13                MS. BOWEN:  We can't hear you.

14                MS. WALKER:  Currently Carson Tahoe is under the

15    HHP Network and if you don't mind, sir, I would like to just

16    give a little bit more background.

17                CHAIRMAN CATES:  Please, do.

18                MS. WALKER:  Mr. Epperson, CEO of Carson Tahoe,

19    was not able to be here today.  He sends his apologies.  If

20    this does move forward, he will be here on the 24th.

21                And I would like to thank Mr. Haycock.  He has

22    one focus and that is highest quality service at the lowest

23    cost.  It's like his mantra.  You know, you to go a meeting,

24    he says it 20 times, but he's right, and we believe in the
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 1    same.

 2                And to us it's very refreshing to hear highest

 3    quality of service at the lowest cost because that's not

 4    always been true at PEBP and the reason why I say that is

 5    because prior -- prior to -- about 15 years ago, Carson Tahoe

 6    had a direct contract with the state and Carson Tahoe is

 7    unique in that it's the only hospital in the capitol city of

 8    Nevada where many of the state workers and employees live.

 9                And even if they are commuting from other areas

10    and something happens at work, they are coming to our

11    facility.  So the state employees is a very important part of

12    our locations really.  However, it's more than that.  They

13    are our neighbors.  We go to the grocery store, we see them.

14    We see them out gardening in their yards.  The state workers

15    in Carson City are a nice small wonderful town still, but

16    Carson Tahoe has just been very dedicated to the state

17    employees.

18                But what happened is we had a direct contract for

19    many years with the state.  Then about 15 years ago, the then

20    PEBP director decided that they wanted to eliminate all of

21    the direct contracts and just go under an umbrella of HHP,

22    and we repeatedly asked why.  And, as Mr. Damon said, it was

23    because they wanted to eliminate the workload for staff.

24    That it was too much work to have these direct employees.
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 1                Well, Carson Tahoe went to the PEBP Board and on

 2    record, put on record that they would provide $4,000,000 in

 3    annual savings if we retained this direct contract.  And,

 4    again, the PEBP director said it's too much work for staff.

 5    So the main concern was the bureaucracy and not the highest

 6    quality of service at the lowest cost.

 7                And so they went ahead and then Hometown Health

 8    went under the HHP and so the concern that we have at Carson

 9    Tahoe is now we were being forced to negotiate with our

10    competitor.  Do you know how difficult that is?  You go in

11    and negotiate with your competitor for one of your largest

12    patient bases, very difficult.  I really want to applaud what

13    you did today with Saint Mary's because if you didn't do

14    that, you would either stay in the system you have now or

15    potentially if you were going to go into this group and talk

16    about keeping it under HHP, you would have been forcing Saint

17    Mary's to do the same thing, negotiate with their competitor.

18    That's not opening up the market.

19                So if you think about back 15 years ago, we

20    offered a 4,000,000 dollars savings a year, that equals to

21    60,000,000 today, 4,000,000 times 15 years.  There's a lot of

22    ramifications, and I know that it's really -- what you are

23    determining at this point, again, I really applaud you

24    because there's the short-term, and some of you talked about
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 1    the short-term things are rates going to increase?  Are you

 2    going to have a lawsuit?  But in the long term what are you

 3    doing?  In the long term they are opening up the market.  So

 4    I think the -- for the long term that the contract you have

 5    with Saint Mary's and the potential one for Carson Tahoe is

 6    very good.

 7                When you talk about -- the other thing that we

 8    had a problem with is not just we had to negotiate with our

 9    competitor but it was also that that direct relationship that

10    PEBP -- PEBP employees and Carson Tahoe Hospital had now had

11    a third party intermediary.  If there were problems, it was

12    going through HHP.  If there's a third party, it wasn't a

13    direct.  If you had a direct contract between Carson City and

14    Carson Tahoe and the state, then it's just a one on one.

15    There is no secondary, third party that we have to go

16    through.  We can handle the problems much more quickly and

17    easily.

18                So basically we do very much appreciate the

19    direction that you're going.  We think the long term is the

20    best thing for PEBP.  It's getting back to what your mission

21    should have been all along.  And, again, I applaud

22    Mr. Haycock for the effort he's doing because it's not easy.

23    It's doing something new but it's also wonderful.

24                CHAIRMAN CATES:  Thank you.
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 1                Go ahead.

 2                MR. HAYCOCK:  So for the record, Damon Haycock.

 3                I want to full circle back to this specificity of

 4    the question about the network, right.  Please, don't forget,

 5    and I said this earlier but I don't think I highlighted it

 6    heavy enough, we have had contracts with Carson Tahoe Health

 7    on pilot programs before that were during the same period of

 8    time that we've had our PPO network contracts for services

 9    that are offered in multiple locations.

10                So we've had a utilization management, case

11    management contract that's supposed to help folks get through

12    the rest of our programs.  We've had a diabetes care

13    management program, a chronic disease program that Hometown

14    Health has provided us in the past.  Simultaneously, we had a

15    pilot program with Carson Tahoe for diabetes care management

16    for something a little different than what the standard care

17    management program.  For those of you that have been on the

18    Board a while remember, I think this happened in 2015, it was

19    a two-year program.

20                So there's already precedence for having pilot

21    programs coincide with existing programs today.  We've

22    already done it without complaint from our PPO network with

23    actually, and I won't say encouragement because I have to go

24    back and look at the minutes, but we had multiple programs
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 1    going on that were potentially in conflict of our PPO network

 2    but it was -- it was either -- it wasn't unsupported.  There

 3    was no complaints and there was no concerns that I could find

 4    that were raised about having those programs.

 5                So, again, this is -- and I can't stress this

 6    enough, this is not expansion of the pilot program.  There is

 7    precedence already set do this type of thing from PEBP with

 8    Carson Tahoe Health and we've shown that when it works, we'll

 9    make it work and if it doesn't, the pilot ends, and I think

10    we ended that part of the relationship very amicably, and it

11    didn't effect anybody.

12                Just to give you some history, that isn't

13    something new.  We're just returning to the same concept but

14    taking advantage of an opportunity to look at -- at the way

15    we reimburse the system.  I just wanted to put that on the

16    record.  Thank you, Mr. Chairman.

17                CHAIRMAN CATES:  Questions or comments for either

18    Damon or Carson Tahoe Health?

19                MEMBER COCHRAN:  Mr. Chair, this is Chris Cochran

20    for the record.

21                So you're part of the Hometown Health Network

22    currently, is that how this works?

23                MS. WALKER:  That is correct.

24                MEMBER COCHRAN:  So members of PEBP, whoever
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 1    reside in Carson City when they need inpatient care go to

 2    Carson Tahoe Hospital?

 3                MS. WALKER:  Yes.

 4                MEMBER COCHRAN:  And your reimbursement then

 5    comes from Hometown Health.

 6                MS. WALKER:  This would be a direct contract and,

 7    you know, through the state and through --

 8                MEMBER COCHRAN:  So it is different from the

 9    carve out.  It's different of many type services and -- and,

10    I mean, there is going to be an effect on whether it's, you

11    know, a positive one, hopefully for us, you know, would be

12    the way that works and it's probably a better situation for

13    you.

14                It isn't going to effect the current contract

15    that we have with Hometown Health that way.  It's not

16    necessarily going to be, you know, a positive effect for them

17    would be my guess.  They are going to be losing.  I don't

18    know how many people reside in Carson City that are members

19    of PEBP.  I would think it's fairly substantial since this is

20    the state capitol, but there is going to be that.  I just,

21    you know, need to make that comment because it's not -- we're

22    not talking about an obesity program.  We're not talking

23    about special carve outs where people, you know, with chronic

24    illnesses, et cetera which are a lot of which we should
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 1    ideally have with all of our systems, all of our providers.

 2                But it is, it's the same kind of thing, having,

 3    you know, I think, you know, that we just need to make sure

 4    that we recognize that -- that it's not really different from

 5    the state.  Well, it is, actually.  It is different because

 6    you're part of the network already and so you would be

 7    leaving the network and that is different from Saint Mary's.

 8                CHAIRMAN CATES:  Any other comments or comments

 9    from the Members?

10                MR. HAYCOCK:  For the record, Damon Haycock.

11                I want to make a point of clarification.  Today

12    when a member goes into Carson Tahoe Health on the Hometown

13    Health Providers Network, they seek services.  Those claims

14    then come over to our third party administrator.  We send

15    those back to Hometown Health Providers to reprice based on

16    the contracts with Carson Tahoe.  They apply the discounts

17    that they had agreed to with Carson Tahoe Health, and then

18    they send it back to our third party administrator, what the

19    allowable amount is and then our TPA pays it.

20                So what this in effect does is cut out repricing

21    of Hometown Health, it would then go directly to our third

22    party administrator to reprice off this contract.  So I'm

23    going to present just a slightly different perspective on

24    does this help or harm Hometown Health.  I'm sure they are
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 1    going to tell you here in a little bit, but they are no

 2    longer having to spend the time, effort and money to reprice

 3    these claims.

 4                It is not in direct conflict taking members out

 5    of their hospital, and it's only benefiting the PEBP member

 6    if the rates that we've negotiated which we believe we will

 7    be able to -- will be less than what the current network

 8    contract is.  Ironically, they will still get the same per

 9    member per month higher plan so they actually make more money

10    on us doing this because they are not providing the service

11    anymore.

12                Now, that's a perspective and I'm sure it might

13    -- it may get challenged here in a few minutes, but we're not

14    taking members out of the Renown system of care.  We're

15    leaving them -- they are walking through the same door seeing

16    the same doctors and getting same service.  They are paying

17    less for it.  How novel is that, right, they are just paying

18    less for it and we're doing less administrative work to

19    accomplish it, and we're guaranteeing the fact that I don't

20    have to negotiate with Mary and her staff at the end of the

21    first year and say let's look at increase.  It's based off of

22    Medicare.  So it's a win I think for everybody and I just

23    want to make sure that we had that transparently stated.

24    Thank you.
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 1                CHAIRMAN CATES:  Thank you, Damon.

 2                Questions or comments from the Board?  Renown,

 3    Hometown Health, anybody like to come up and speak to this?

 4                MR. WINDFELDT:  Thank you, Mr. Chairman, Members

 5    of the Board.  Mr. Haycock, thank you for the opportunity to

 6    comment on this agenda item.

 7                I would say firsthand, I was really surprised to

 8    see this agenda item because it came as a quite a surprise to

 9    me that we were moving in this direction with this pilot

10    program.  I would challenge where are we going with this

11    pilot program and the fact that now we're taking it to

12    another level.  I appreciate Mr. Haycock's comments that he's

13    not going to be back here two months from now asking for

14    another one.

15                But my question is where do you draw a line?  And

16    so what do I say to the other providers now that say me too.

17    And as I mentioned earlier this morning, often times we're

18    putting this in a different situation where I'll have a

19    provider that will say I'll give Hometown one rate but for

20    your self-insured, i.e., State of Nevada, I want another rate

21    that's higher, and we say no.  We say it's one network.  We

22    will not agree to separate the network and allow providers to

23    cherry pick or to give clients specific however you want to

24    categorize that.
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 1                And so this creates some pretty significant

 2    challenges for Hometown Health going forward in trying to

 3    balance managing a network when you have clients that are for

 4    a lack of a better term, undermining the integrity of the

 5    network that we have today.  And so I just caution with that

 6    because that's, you know, I certainly think it's going to be

 7    a pretty good challenge for us moving forward if the Board

 8    elects to do this.

 9                The second thing I think is really important to

10    mention relative to this cost differential.  So I was here

11    back when the decision was made to have Hometown put this

12    contract in place and it was at the direction of the at the

13    then executive director who was very adamant that this

14    contract go under Hometown Health.

15                What I think is very important for the Board to

16    look at and I would strongly encourage Mr. Haycock and your

17    team to take that contract and actually model it, so don't

18    guess or don't assume what you think the savings would have

19    been but model what that contract would have been because

20    what you're hearing is had you stayed with a direct contract,

21    you would have saved $4,000,000, but what you're not hearing

22    is what did you actually save by moving under the Hometown

23    Health arrangement and the amount will be more.

24                And at the time, the executive director said no,
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 1    I don't want to save $4,000,000.  I want to save whatever I'm

 2    going to save under the Hometown Health and move forward with

 3    that direction, and so that's a pretty significant

 4    difference.  And if you look at that contract, which I

 5    absolutely encourage you to do, you will find that contract

 6    provides reimbursement at the levels that you're getting

 7    today in some of the rural markets that you were very unhappy

 8    with.

 9                So this was a decision that was made by the

10    executive director.  Hometown Health was more than happy to

11    help with that, but I really want to go on the record and

12    don't make it sound like Hometown Health was trying to do

13    anything difficult or wrong or anything to undermine Carson

14    Tahoe Hospital.  It was at PEBP's request.

15                I think the last thing I would want to comment on

16    and it's what I said on November 30th when we were talking

17    about the HMO contract is, you know, I really think that PEBP

18    needs to figure out what you want to do when you grow up, if

19    you will, because trying to manage, you know, these changes

20    and I -- I can appreciate and I respect the, you know,

21    innovation and trying to find different ways to control costs

22    and increase quality, we're all trying to do that at the same

23    time but trying to do it without this collaboration, without

24    this unknowing puts Hometown in a really difficult position.
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 1                We're not allowed to participate in these

 2    conversations.  We're not allowed to give our input or to

 3    provide our feedback, and yet we're looked at to provide the

 4    network for your tens of thousands of participants and try to

 5    manage that, and so it's becoming challenging and it's

 6    becoming more and more challenging as we move forward, and I

 7    really don't know the direction that we're going to be able

 8    to go when those phone calls come in and the providers say me

 9    to.

10                And Hometown Health will have to make a decision,

11    you know, are we going to allow PEBP specific contracts for

12    providers that request to do that because in the past it's

13    been unknown.  We won't do that but going forward if PEBP is

14    allowing on it on one side, how can Hometown say no on the

15    other side.  So I think it's going to be a pretty significant

16    issue for us moving forward.  Thank you.

17                MS. BOSSE:  So my name is Chris Bosse.  I work

18    with Renown Health for the record.

19                I just had a couple of clarifying comments I

20    wanted to make since the document that was in your Board

21    package includes some additional, other than the piece that

22    Ty pointed out.  I wanted to make sure that our perspective

23    was added to the record as it relates to the comments that

24    are on page two that talk about the contracts currently in
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 1    the network.  They say are based on a percent of charges and

 2    our agreements with Renown -- Hometown's agreements with

 3    Renown Health are not percentage charge agreements.

 4                They do have components that occasionally do hit

 5    the percentage charges.  So I'm not saying charges isn't an

 6    impact at all, but I wanted you to be clear about what you're

 7    solving for when you understand the current structure of the

 8    contracts with -- with -- between Hometown and Renown Health.

 9    They are standard per diems just like you would see in most

10    contracts, you know, that are negotiated today.

11                The other piece that I think is really important

12    and I've heard it both I believe in this setting but

13    certainly in individual conversations with Damon and others

14    that the concern about protection from increases in the

15    charge master, and I did do some research and thought I would

16    share it with you to whatever comfort that provides you or

17    not.

18                But since 2010, Renown Health or Renown Regional

19    has not increased their charge master on average in any year

20    more than a five percent increase and in some years less.  So

21    I just wanted you to know we've never taken advantage of our

22    relationship.  We've always seen ourselves as a partner and a

23    solution provider similar to what Ty just said a minute ago

24    around, you know, when -- when PEBP said we need help with
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 1    this contract, can you negotiate something and we respond,

 2    and so we've seen ourselves in that role over the last

 3    20 years, hope that we can continue that sort of relationship

 4    as issues come up.  We -- you know, we want to be your

 5    solution provider.

 6                So, anyway, with that, I'm happy to answer any

 7    questions, but I did feel like some of the language in here

 8    was somewhat misleading and I wanted to clarify it.

 9                CHAIRMAN CATES:  Thank you.

10                Questions from the Board?  Okay.  Well, I said I

11    would take this to public comment.  So let's go ahead and

12    move to public comment.  Do we have public comment in Carson

13    City?  Is there public comment in Las Vegas?

14                MR. RAND:  Again, good afternoon, Respected Chair

15    and Board Members, Kevin Rand from AFSCME Local 4041

16    representing state employees.  I've been around almost six

17    years and, you know, it's nice to have for state employees a

18    place to go right in the their own backyard.  A lot of state

19    employees are right here in Carson City.  It takes a lot of

20    travel to go to Reno.

21                It doesn't -- there's always specialized fields

22    where employees are going to have to go, absolutely.  But at

23    the end of the day, if they could have a direct opportunity,

24    I know sometimes through the HMO, they are already going
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 1    there, but there's different avenues that I think that choice

 2    we talked about earlier, we have to continue this option and

 3    this degree of positive outcomes whether it be, you know, we

 4    talked about potential, you know, this is the only hospital

 5    that's going to be on this pilot program, nobody ever knows,

 6    we really don't but at the end of day, these are pilot

 7    programs to say is it really going to work.  We don't know

 8    unless we try.

 9                So I just ask you guys to really consider an

10    opportunity to try and make it a better healthcare system as

11    you what guys have all vowed to do, and I appreciate your

12    opportunity and your time and this is -- you know, these are

13    never easy, but it is your guys' mission that you voted on,

14    and we would like to see that follow through.  So thank you.

15                CHAIRMAN CATES:  Thank you.

16                MS. BOWEN:  My name and words for the record

17    P-e-g-g-y L-e-a-r B-o-w-e-n.

18                Just from the point of view of families and

19    people who have to utilize this medical care by having this

20    hospital available to your folk here, they don't have to

21    travel.  They don't have to get rooms.  They don't have to

22    take time off from their jobs.  They don't have to leave

23    children or get care for children others in the family while

24    family members are in the hospital, and that is not a cheap
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 1    price tag that is incurred by your members.

 2                To have Carson Tahoe be part of your hospital

 3    system, I was part of the system and was able to utilize

 4    Carson Tahoe when I had some shoulder surgery, not part of

 5    work or anything, actually it was.  Anyway, I had shoulder

 6    surgery, and I was in Carson Tahoe because that's where the

 7    best doctors in the world, he later went on, Steadman and his

 8    clinic I believe was the name.  I could be mispronouncing it,

 9    but it's a lot of years ago.

10                But I was able to utilize a hospital that had the

11    world's renown surgeons there to get my shoulder surgery

12    done, my thoracic outlet surgery done to save my life, and

13    they were beautiful care, great follow-up, everything about

14    it was.  I had one more place to access and if it didn't

15    happen there, it was going to have to happen in Denver and so

16    which is where that surgeon went regarding that type of care.

17                He also handled the Olympics skiers at the time

18    in our area, and we're talking world renown and you're not

19    only giving us better access, you're also giving us better

20    access to place of care, type of care and who is caring for

21    us because, you know, in our region, we're an olympic haven

22    for winter skiing.  Please keep -- please carry on with this

23    recommendation pertaining to Carson Tahoe because it's only a

24    win win for your members.  Thank you.
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 1                CHAIRMAN CATES:  Thank you.

 2                Do have we have any other public comment, north

 3    or south?  It doesn't look like it.  So I'll bring it back to

 4    the Board.  Anymore discussion?  Go ahead.

 5                MEMBER VERDUCCI:  Yes, Mr. Chairman, Tom Verducci

 6    for the record.

 7                I really like the idea of having a local hospital

 8    right here in Carson City and expanding access to plan

 9    membership and if there's no further discussion, I would like

10    to proceed with a motion.

11                CHAIRMAN CATES:  Okay.  Go ahead.

12                MEMBER VERDUCCI:  Yes, I would like to make a

13    motion that PEBP recommend to the Board approve the expansion

14    of the Medicare plus reimbursement pilot program to include

15    Carson Tahoe Health beginning plan year 2019, July 1, 2018,

16    for a two-year period.  If approved, PEBP will bring back a

17    contract for services to the Board for ratification at the

18    May 24, 2018 Board meeting.

19                CHAIRMAN CATES:  Okay.  We have a motion.  Do we

20    have a second to the motion?

21                MEMBER ZACK:  Mr. Chair?

22                CHAIRMAN CATES:  Yes.

23                MEMBER ZACK:  Christine Zack for the record.

24    I'll second the motion.
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 1                CHAIRMAN CATES:  Okay.  We have a motion and a

 2    second to approve the expansion pilot with Carson Tahoe

 3    Health.

 4                Any discussion on the motion?

 5                MEMBER COCHRAN:  Mr. Chair, this is Chris

 6    Cochran.

 7                Just for clarification, the -- the members in

 8    Carson City still have access -- currently have access to

 9    Carson Tahoe Hospital, is that correct?  It's not that they

10    hadn't had access to that hospital.  If somebody here got

11    sick, they would be going -- and they chose to go to Carson

12    Tahoe Hospital, there would be nothing to preclude them from

13    going to Carson Tahoe Hospital, correct?

14                MR. HAYCOCK:  For the record, Damon Haycock.

15    Thank you, Dr. Cochran.

16                In reference to the Consumer Driven Health Plan,

17    there's nothing that precludes any member going into any

18    facility across the globe, so I want to make that clear.

19    Yes, today, folks on the CDHP can walk into Carson Tahoe

20    Hospital and receive services.  Today folks on Hometown

21    Health HMO can walk into Carson Tahoe and receive services.

22    There's no declining of services in any hospital even on the

23    HMO plan because they cover urgent and emergency care.  So,

24    again, this isn't an access issue.  It's a pilot for Medicare
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 1    plus reimbursement model.

 2                MEMBER COCHRAN:  Well, I just raise that question

 3    because we've had public comment talking about public comment

 4    and Board comment talking about it would be nice for people

 5    who reside in Carson City to be able to go to the hospital in

 6    Carson City and they currently can go to that hospital in

 7    Carson City.  There's no out of network situation for those

 8    patients who are going to that hospital.  It's -- you know,

 9    so just for clarification, I think that's important.

10                CHAIRMAN CATES:  Further discussion?

11                Okay.  I'll call for a vote.  All those in favor

12    of the motion, signify by saying aye.

13                MEMBER ZACK:  Aye.

14                MEMBER BAILEY:  Aye.

15                MEMBER LAMBORN:  Aye.

16                MEMBER ANDREWS:  Aye.

17                MEMBER PACKHAM:  Aye.

18                CHAIRMAN CATES:  Aye.

19                MEMBER COCHRAN:  No.

20                MEMBER SHIPPEY:  No.

21                MEMBER FOX:  No.

22                CHAIRMAN CATES:  We got three no's.

23                (The majority of the vote was in favor of the

24    motion.)
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 1                CHAIRMAN CATES:  Okay.  Motion carries.

 2                Okay.  Give Damon a minute to get set up for

 3    Agenda Item Number 9.  Go ahead.

 4                MR. HAYCOCK:  For the record, Damon Haycock.

 5                I'm going to present today with my actuary,

 6    Stephanie Messier from Aon, the recommended rates for plan

 7    year 2019.  I think we did this type of process last year so

 8    hopefully it feels familiar.  Here's the -- and if you want

 9    to follow along with the screen above you if you're in Las

10    Vegas or on the big screen to the right in Carson City.

11                We've experienced year over year cost savings

12    creating excess reserves that has been at times a bone of

13    contention from some of our stakeholders.  What are we doing

14    with those reserves?  Why are we creating them?  Why can't we

15    rate the plan better so that we don't create them.  And after

16    consultation with our contracted actuaries with Aon Hewlett,

17    today, we are providing a recommendation to reduce member

18    premiums for all groups on all tiers for the first time that

19    I know of since the inception of the Consumer Driven Health

20    Plan and Medicare Exchange that was launched in 2011.

21                This recommendation does come with a caveat that

22    your previous Board decisions remain and since you have voted

23    on, again, on ratifying Saint Mary's, the inclusion of Carson

24    Tahoe, and we'll talk a little bit more about the Express
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 1    Scripts amendment.  We still believe that we can capitalize

 2    on this available -- these available opportunities to

 3    recommend these reduced rates in moving forward.

 4                With the recent excess reserve projection, my

 5    chief financial officer Celestine Glover presented to you all

 6    a budget report or it was in the consent I believe a budget

 7    report that talks about where we're at in excess reserves.

 8    It's always a moving target, but we feel like we have more

 9    when you anticipate making decisions back in November.  And

10    if you remember, I recommended that we would revisit the

11    issue for the Medicare Exchange retirees if money was

12    available, and I'm pleased and honored today to say that we

13    believe that confidently that there will be.

14                And so we are also recommending a one-time

15    supplemental health reimbursement arrangement to the Medicare

16    retirees on our plan.  That in effect if this recommendation

17    is approved in its totality will either reduce the cost or

18    provide more funding to reduce costs to every member, all

19    70,000 people in our program, regardless of type, regardless

20    of circumstance, regardless of age, regardless of gender and

21    regardless of medical conditions.  Everybody can win today

22    when it comes to these cost savings.

23                So we're going to talk a little bit about the

24    rate development, the inputs.  We're going to talk about
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 1    assumptions, methodology, how we went from base rates to the

 2    overall rates.  We want to be as transparent as possible.  We

 3    want to talk about the plan tiers of coverage, what we use

 4    for projected population, our recommended contribution

 5    percentages, that's that employer subsidy that we have

 6    available to offset the cost of premiums for our members.

 7                And I'm not technically savvy today, I'm sorry.

 8    We also want to talk about the rates that we're recommending

 9    per plan, that's the Consumer Driven Health Plan rates

10    followed up by the health maintenance organization and

11    exclusive provider organization rates, that PEBP premier

12    plan.  We're going to talk about it at the next agenda item.

13    And then, of course, how it effects non-state pre-Medicare

14    retirees.  I think it's important to transparently show what

15    Senate Bill 552 and how it applies to what we're doing today

16    and how it will apply moving forward and then some

17    illustrative rates.  I know Dr. Cochran, he gave us a

18    challenge.  You said tell us what it's going to cost if

19    everybody was on one plan so we have provided those some in

20    this presentation today.

21                And then what would happen if the assumptions

22    were changed.  However, I don't think we need to go down that

23    route based on the decisions that were made already today at

24    the Board meeting, and I'll address that when we get there.
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 1                So rate development, our inputs, right, we get a

 2    legislatively approved employer contribution every two years.

 3    For this next year, it is set at $740.92 and that's per

 4    employee and for pre-Medicare retirees, they put a figure

 5    into the subsidy bill of $451.23.  Unfortunately, I wish that

 6    that number was a little different when it was displayed

 7    because it is the cash equivalent of the percentage of

 8    payroll that we charge to all of the agencies to cover the

 9    retiree subsidy.

10                But as you'll see through the bill itself, every

11    two years there are no percentages in there so it's a number

12    that gets backed into.  We'll often get questions, well, how

13    come I'm not getting $451 towards my healthcare or 740

14    towards my healthcare, and that is because that number is on

15    a per participant, per primary participant basis, and let's

16    not forget that we also subsidize dependents and families and

17    so that -- a portion of that money gets used for those that

18    have children and spouses and what have you.

19                We have an updated population of point in time

20    projected moving forward.  We can only know what we know

21    today.  We have no idea what it's going to look like tomorrow

22    but, of course, things can change.  And then what is our

23    experience through December 2017, that's what Aon provides us

24    when they do claims analysis.  And finally some of the cost
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 1    saving activities that you guys have already approved, those

 2    are the inputs how we develop rates.

 3                What are the assumptions?  So the assumptions

 4    that we have on this initial discussion on rates were that

 5    all cost saving activities approved at the November 30th

 6    Board meeting remain unchanged because we took those cost

 7    saving activities and those decisions and we handed them to

 8    Aon and said would you please go and rate our plan.  Figure

 9    out based only what you think is going to occur in the future

10    on a current plan experience and apply these cost saving

11    activities to give us the closest figure we can to develop

12    rates.

13                Then we have -- now, I put in here a Board

14    approved renegotiated pharmacy contract regarding deeper

15    discounts and increased rebates.  I am pleased to share here

16    and I can go into more detail that I had conversations with

17    Express Scripts about the vote you all have taken, and they

18    have agreed to honor those discounts and those rebates

19    without adding that year.  So all of the inputs that are in

20    the lowered rates are still valid.

21                And finally that the Southern Nevada HMO renewal

22    was revised from flat rates to an eight percent reduction,

23    and it is my sincere pleasure to share today that our

24    partners in Southern Nevada, Health Plan Nevada has offered
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 1    us an eight percent reduction to rates as we were able to

 2    shift some employer contribution to reduce the member share

 3    for their members in Southern Nevada.

 4                So if you remember back in November, we didn't

 5    have this great of a story.  We were talking about a

 6    13 percent increase here and a 15 percent increase here and

 7    if we decided to move away from the northern HMO and now

 8    we're talking flat rates down south, we had gone back, looked

 9    at it, sharpened the pencil as much as we can to make a long

10    term sustainable solution to the migration away from these

11    programs.  We've been able to create an opportunity to lower

12    rates, and Health Plan Nevada has been in support with their

13    eight percent reduction so that's very important.

14                It's important to know that we have partners that

15    have come to the table even after we made agreements and are

16    willing to lower them both with Health Plan Nevada and with

17    Express Scripts just in the last half hour.

18                So what's the methodology?  This I took from Aon,

19    you know, experience, plus projected trend is your base

20    rates, that's what starts how much money you need to bring

21    into the program just to pay claims and then base rates, plus

22    the administrative costs, right, that equals your overall

23    rates.  We have to keep the lights on.  We have to pay for

24    our per member per month fees, various vendors and partners,
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 1    and we have to ensure that we run a solvent but efficient

 2    operation.

 3                If you take those overall rates that we're here

 4    to recommend today and you subtract the employer

 5    contributions which is known at the state as a subsidy and

 6    you are down with a member share, that's what is left.

 7    That's what each of us that are on this plan, myself

 8    included, is going to have to pay every month for services on

 9    these plans.

10                So how we got from the base rate to the overall

11    rate?  Aon developed a base rate on claims provided by our

12    third party administrator, Express Scripts and HealthSCOPE

13    Benefits.  And then what we used to do is we would take those

14    rates and then we collectively internally at PEBP, we would

15    add our administrative costs, and we would come out with a

16    final rate.  So we took a rate from Aon, thank you, we

17    appreciate that, and then we added our own numbers and said

18    this is what we're recommending.

19                Today what we're doing is a slight difference

20    where we provided all of our administrative costs to Aon, and

21    we asked them to go ahead and develop the overall rates.  Now

22    we did do a double check to make sure that we agree with how

23    those administrative costs were being applied so it's

24    consistent with what the Board has seen improvement in the
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 1    past.

 2                But why, why did we shift this task to Aon?

 3    Well, I can tell you recently and I tell you almost every

 4    time I go to the table at the legislature and also

 5    conversations I have with other stakeholders that Aon is told

 6    that or I've been told that Aon doesn't do the greatest of

 7    jobs, that my actuaries are not projecting correctly but once

 8    they get their claims projection, Damon and his team start

 9    manipulating.

10                And so what we want to make sure is that if Aon

11    is going to be charged with the responsibility of the rates,

12    let's let them build the entire rate.  They are the experts.

13    They are the licensed and certified, educated actuaries and

14    let's let them do what they are supposed to do which they do

15    for every other book of business clients today.  We are the

16    only ones to say, no, we are going to do the last piece and

17    then we start playing with it.

18                So what we're looking at, we did this in tandem

19    this time.  We came to the exact same figures, the exact same

20    rates, and so we're going to move forward with allowing Aon

21    to manage this process as they are the expert in rate

22    development as our actuaries.

23                So with that, a couple of things you've seen in

24    the past, we have tiers of coverage.  We pay for the
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 1    participant only.  That's the employees and your retirees by

 2    themselves.  Then we charge generally two times the amount

 3    for the participant and the spouse.  Then we charge an

 4    amount, that participant amount and then another separate

 5    amount, a smaller amount if you just have children on the

 6    plan, and then two times the participant amount and then the

 7    children rate to come up with participant and family.  This

 8    has been the process that we've established those tiers since

 9    July of 2011.  I think most of the membership if not all are

10    used to it by now.

11                So moving right along, we have a projected

12    population under, this is as of March of 2018, but we've

13    taken what we actually had in all of the different groups

14    that the state actives that those are the employees.  The

15    early retirees, those are considered the pre-Medicare

16    retirees and Medicare retirees and what our actual -- our

17    actual group population was in '17, what we project will end

18    the year out with at the end of this plan year '18 and what

19    we think will happen in '19.  You'll see there's a very small

20    projected increase of just under point two percent, so

21    population appears to be somewhat stagnant based on the fact

22    there wasn't a lot of positions approved for additional

23    personnel services in the second year for all of the state.

24                Contribution percentages, this one -- this is
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 1    where we got creative last March, and we got creative again

 2    today.  We traditionally have had a 93 percent base plan

 3    primary, that's the employees contribution, and we -- we've

 4    had a 64 percent retiree, and then everything is a portion of

 5    that.

 6                We've generally had a 15 percent decrease between

 7    the primary plan and the HMO plans, and we can talk as much

 8    as you want today about what that really did to the HMO plans

 9    by reducing the contribution percentage.  But long story

10    short, we pay more the higher percentage towards folks in our

11    PPO plan than we do on our HMO plans and we have for many

12    years at least since 2011 by my recollection.

13                So what we're able to do this year, well, we

14    talked earlier about having good experience.  We've shown

15    you, Stephanie or it might have been Steven who showed you in

16    January, we had back to back negative trend.  Well, that

17    means that the inflation that we had built into our plan, we

18    never realized.  And it also means that we didn't even meet

19    the flat dollar amount that we thought we would have.  We

20    saved so much money, we went into the decrease.  So we've

21    actually been able to successfully manage this program to

22    reduce costs year over year.

23                What's really important about that, if you think

24    about it, it's not just a reduction from last year to the
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 1    year before, it was a reduction again from this year to last

 2    year to the year before, so it's compounding.  So this is

 3    truly quite interesting.  I haven't talked to any health plan

 4    across the nation in the government sector that has been able

 5    to have back to back negative trend without having to cut

 6    benefit and we did it.  We didn't cut benefits.  We just

 7    optimized the benefits and the offerings that we have today.

 8                So what we are recommending today is because we

 9    have that contribution approved every two years by the

10    legislature is to increase that percentage to 95 percent for

11    the base plan and reduce that 15 percent stripped down to 12

12    so we can put more money into the HMO plan and gen our future

13    EPO plan that starts in July and since we blend the rates,

14    every member gets a reduction this way.  We're basically

15    optimizing the level of employer contribution that the state

16    has awarded us, and we're making the best result out of it.

17                So what is our recommended Consumer Driven Health

18    Plan rates?  You'll see here that we have the overall rate.

19    Remember, we talked about this.  This was at the base rate

20    that covers the claims, plus the administrative costs that

21    our program needs to offer and that's built into this overall

22    rate.  It's based on each tier.  We show you the 15-year

23    retiree level.  It's pretty standard.  Of course, the years

24    of service, we'll adjust that to each retiree depending on if
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 1    they become more or less years.  It tops out at 20.

 2                And you'll see that with the rate and the subsidy

 3    based on that employer contribution that the member shares

 4    shown in green.  If you don't have a color copy, I apologize.

 5    It's the fourth column from the left, and you'll see that the

 6    member share is then matched up against the previous member

 7    share and consider the previous member share what people are

 8    paying today, and you'll see that the difference is the rate

 9    reduction or the premium reduction to the employee and the

10    retiree on our Consumer Driven Health Plan.

11                So for folks, the employee on our plan paying

12    41.91 today, we are recommending 31.73 tomorrow and a savings

13    of $10.18 which is almost a 25 percent decrease to the

14    member.  How can we do this?  Because the employer

15    contribution that was supposed to be for an inflated cost is

16    now being applied to a deflated cost, and so it's got more

17    purchasing power into the rate.

18                The same thing works for the retirees that they

19    are getting a decrease as well, not as large and,

20    unfortunately, we're still an experienced rated plan so our

21    claims and our costs still must meet the requirements of

22    these rates.

23                But I think at this time, in case, Stephanie, you

24    want to say anything, do you have any comments you want to
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 1    talk about what we've gone over so far or keep rolling

 2    through?

 3                MS. MESSIER:  We can take any questions.

 4                MR. HAYCOCK:  We can take questions.

 5                MEMBER BAILEY:  Are there any questions from the

 6    Board?

 7                MR. HAYCOCK:  Tom?

 8                MEMBER VERDUCCI:  Yes, Tom Verducci for the

 9    record.

10                Damon, just one question.  You may have already

11    hit on this.  Why such a big difference in the savings from

12    the employee versus the retiree?

13                MR. HAYCOCK:  It's an excellent question.  Damon

14    Haycock for the record.  Thank you, Mr. Verducci.

15                It wasn't done by purpose.  It wasn't done to

16    pick on anybody.  We start -- if you look at the overall rate

17    column, you'll see that the rates are more costly to the

18    retiree because of the experience because of the utilization

19    of the plan, we have been 100 percent experience rated plan

20    for a very long time, if not for always.  I can't remember if

21    it's always been this way back in the day.

22                But what happens is depending on their

23    utilization, we determine how much we think they are going to

24    use moving forward and so if they are going to use the plan
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 1    more than the employees are, naturally their costs are going

 2    to be higher.  And so when we're able to apply the member

 3    share and employer subsidy, we applied it to the ping.  And

 4    so if you recognize that we have two separate contributions,

 5    we have that $740.92 for the employee and only 451.23 for the

 6    retirees.  So we took every penny we could on the retiree

 7    side and apply it to the retiree and every penny we could on

 8    the employee side to apply it to the employee so that way we

 9    are in line with what the budget had asked us to do for

10    employer contribution.

11                MEMBER VERDUCCI:  Thank you.

12                MEMBER BAILEY:  Any other questions?  Any

13    questions from the south?

14                MR. HAYCOCK:  So moving along, Mr. Vice Chair, if

15    you'll allow.

16                Let's talk a little bit about the HMO and EPO

17    rates, right, these are the rates set for the statewide

18    second plan.  You'll see here a significant difference, a

19    much higher as far as to the dollars but not necessarily that

20    25 percent reduction we were talking about for the CDHP if

21    you look at straight one percentages, and so the rates are

22    higher because the risk is higher.

23                You'll see the overall rates which are those base

24    plus add-in, those are higher than what is on the Consumer
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 1    Driven Health Plan.  However, we were able to leverage more

 2    employer contribution and thanks to the partnership of Health

 3    Plan Nevada, we're able to recommend a member share that

 4    depending on who you are and your financial situation may be

 5    considered a significant reduction to what your monthly

 6    budget.

 7                If you are an employee with a family and you wish

 8    to enroll in the Southern Nevada HMO plan or the new Northern

 9    Nevada premier plan, you're looking at a difference tomorrow

10    of about $65 a month and that's pretty important.  Similarly,

11    you see again not as high but still a rate reduction to the

12    retirees, those pre-Medicare retirees on the plan.  Again, we

13    capitalize on every penny of the employer contribution that

14    was provided, and let me for the record just state why.

15                Why do we use everything that the state gave us?

16    I'm going to make this extraordinarily transparent and

17    simple.  If we didn't use all of the contribution, we would

18    build reserves and Damon would be in trouble at the

19    legislature for building reserves again.  And so taking what

20    they have awarded to the state and applying it to the member,

21    we felt was that the most appropriate way to move forward and

22    since their experience continues to be negative on average

23    that they should receive the benefit of this rate reduction

24    more so than the state or even the program.  So these are the
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 1    recommended HMO and EPO rates for plan year '19.

 2                There's -- there's something that I wanted to

 3    discuss about Senate Bill 552 because I don't -- one of the

 4    things that Marlene Lockard made a very good statement about

 5    what about unintended consequences, right.  So Senate Bill

 6    552, and I put it up here for you, basically says that the

 7    total cost of coverage for a retired person under the program

 8    must be equal to the difference between the cost of coverage

 9    for that person and the amount of premium paid by a similarly

10    situated person.

11                What does all of that legally mean that if a

12    non-state retiree's premiums are higher, this was the intent,

13    are higher than the state premium that the state and then it

14    would slowly move over to the local government over a period

15    of four years would then absorb that additional cost so the

16    non-state retirees would get some relief, right, and all of

17    our non-state retirees felt that relief July of last year.

18                Well, here's the interesting part about the math.

19    I want to bring it up to everybody's attention that if the

20    non-state retirees costs are actually lower then the state

21    retirees costs and experiences, they should have even a lower

22    rate.  This bill means that the difference goes back to the

23    employer.  So when it doesn't help the retiree, it goes back

24    to the employer.  When it helps the retiree then the employer
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 1    has to pay for it.

 2                So recognize that as experience may go up and

 3    down over the years with this separate risk pool, if there

 4    ever comes a time that this -- that this risk pool that the

 5    non-state retirees cost less than the state retirees, they

 6    won't be able to realize that bigger difference.  They will

 7    move right up to the, what the state retiree makes.  So, yes,

 8    it makes everybody equal, but it doesn't always make --

 9    maximize all of the opportunities for an experienced rate

10    plan, and I will show you exactly what that looks like.

11                So if you look on the slide you have here today,

12    it's slide 14 if you're following along, you'll see that we

13    have -- this is for illustrative purposes, that there is an

14    overall rate, and this is strictly for retirees that there's

15    a standard subsidy and then this is what the member share

16    should be based on us maximizing the employer contribution.

17                So you see on the Consumer Driven Health Plan

18    that by marrying up the member share on the CDHP, there's a

19    significant reduction to the non-state retiree premium and I

20    mean massive or even greater than 50 percent in almost every

21    category here.  That's a significant reduction, and we're

22    happy to see that they get that rate relief.

23                However, if they were 100 percent experience

24    rated without this -- this leveling practice on the HMO, EPO,
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 1    this year we would have offered an even bigger discount to

 2    their rate.  And so understand that when it benefits them,

 3    folks get somewhere between a 200 and 850 dollar reduction to

 4    the rates and that's per month, that's huge.

 5                But on the HMO, EPO plan, how do we just let the

 6    math be the math and take the experience all the way out and

 7    not apply Senate Bill 552 as required by law, their reduction

 8    that they are still going to get could have been even more.

 9    So it's important to understand the results of the

10    legislature's decision.  As we move forward, we wanted to

11    transparently showcase that.

12                The next slide, slide 15, this is for you,

13    Dr. Cochran, you want to know what would happen if we were to

14    put everyone onto the Consumer Driven Health Plan and get rid

15    of the HMO, EPO and not have any additional plans, we

16    compared it to the current Consumer Driven Health plan rate,

17    but I don't want to mislead anybody, you'll see that the

18    member share would have increased 33 to $191 depending on

19    tier and type, but that's compared to the Consumer Driven

20    Health Plan.

21                For folks on the HMO plan and on the EPO plan

22    next year, that wouldn't have been their increase.  They

23    would have gotten a decrease.  So after I submitted this and

24    sent this, I realized I probably made some misleading things.
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 1    I don't want you guys to think that this is not a viable

 2    option.  It will though effect if you were to do this about

 3    72 percent of our pre-Medicare population would get this

 4    increase and about 28 percent of our HMO, EPO population

 5    would get a decrease, and so understand that it is feasible

 6    but it means that someone is going to have to bite the bullet

 7    if we go to one plan to make up that risk, we would be

 8    absorbing away from those other plans and those other higher

 9    premiums.

10                So we talked about available excess reserves.  We

11    believe that we're projecting an additional ten to

12    $15,000,000 in excess reserves for plan year 2018 based on

13    our experience through February.  Why is it such a

14    significant difference is because every other week, I'll get

15    a high cost claim notification, and we hope to God that it

16    doesn't come true, but I've got a couple of million dollars

17    in the queue.

18                We have to see how that's going to be paid and if

19    we can have better negotiated discounts and apply things,

20    then we may not have to, but we never know when somebody is

21    going to get, God forbid, in a car accident or have premature

22    babies and so things where they can cost upward of a millions

23    dollars each, and so we're put in a conservative range.

24                However, you guys approved earmarking all of the
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 1    remaining excess reserves for the unknown, uncertainty of

 2    creating this EPO plan which is our recommendation at the

 3    time but based on what we have left over today, we feel

 4    there's an opportunity to give a one-time supplemental to the

 5    Medicare retirees of $2 per month per year of service.  That

 6    is to the tune of about 5.4 million dollars, still leaving

 7    somewhere in the vicinity of five to $10,000,000 left in what

 8    we think we're going to end the year at with excess reserves

 9    for the things we don't know yet, maybe for increased rates,

10    you know, from providers.  So there's an opportunity for us

11    to put a little bit of a safety net but not earmarking the

12    entire safety net.

13                And let's not forget that we made some decisions

14    at the last legislative session that presented opportunities

15    to restore benefits and to keep rates flat and to add new

16    opportunities but, unfortunately, we did not build in

17    anything for the Medicare retirees.  They did not get any

18    increase to their HRA even though we know that their cost for

19    their supplemented vantage plans are increasing every year,

20    and their part D plans.

21                So we think that this is an opportunity to align

22    the additional benefits that we are providing today

23    financially to all members across all tiers across all

24    programs at PEBP.  This takes care of all 70,000 covered

Capitol Reporters



Page 182

 1    lives here and gives everybody a benefit today in the plan

 2    year 2019.

 3                And so we talked or I have a slide here, 17, on

 4    changing assumption.  I don't think we have to go too far

 5    into, but I don't want it to get lost into this pretty

 6    standard practice.  I want you to pay attention, if you

 7    would, please, to the center of that slide that says

 8    uncertainty equals risk and risk equals increased costs.  So

 9    any decisions that we make now in the future and we input

10    uncertainty, we have to look at that as an additional risk,

11    and risk has an equivalent cost.  That's why we have our

12    actuaries at Aon to help us determine that.

13                And so because of the assumptions that we built

14    these rates today where you guys would continue with the

15    Saint Mary's pilot program, you have approved the Carson

16    Tahoe expansion.  Express Scripts has come back to us and

17    said we're willing to honor these discounts next year without

18    giving that additional year that we believe that everything

19    I've presented to you today, and I'll let you weigh in on

20    this, Stephanie, that we feel comfortable with the rates that

21    we are presenting as reduced, and you'll see there are two or

22    the recommendation is to approve option one or option two.

23                We believe that option two is no longer

24    applicable based on decisions today, and that we recommend
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 1    option one which approves all of our assumptions, and we

 2    reduce rates for all members on all plans and that we approve

 3    the plan year -- plan year 2019, additional supplemental

 4    funding to the Medicare retirees and then, of course, allow

 5    us to make some technical changes as we finalize rates if we

 6    need to shift pennies around.

 7                And so with that, I'll turn it over to Stephanie

 8    to see if she has anything to add, if not, we'll take

 9    questions.

10                MS. MESSIER:  I think you covered everything

11    pretty well there.  Yeah, just generally, we followed

12    actuarial standards of practice to develop the rates.  That

13    doesn't mean that we can guarantee that we're fortunetellers

14    and know exactly what is going to happen to every single

15    member on your plan next year but it does mean that other

16    actuaries can take a look at what we did and recreate the

17    rates the same standards of practice.

18                MR. HAYCOCK:  Excellent.

19                Questions, Mr. Chairman?

20                CHAIRMAN CATES:  Questions from the Members?

21                Go ahead, Tom.

22                MEMBER VERDUCCI:  Tom Verducci for the record.

23                You know, Damon, I just want to pay you a

24    compliment and your staff.  This is a very pleasant subject
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 1    to be speaking about great reductions and I also want to

 2    point out, I would like to see the reduction for the Medicare

 3    retirees.  This is a group that retired years and years ago,

 4    less salary and a lot of them are grandparents today, and I

 5    think it's going to be very meaningful to them.

 6                And I did have one question, if these rates are

 7    not sustainable, does that take us into next year having to

 8    readdress the rates once again?

 9                MR. HAYCOCK:  For the record, Damon Haycock.

10                I'm going to start and then let my actuary give

11    an actuarial answer.

12                Here's the reality of it, if we have a hole next

13    year because we did not know certain things were going to

14    occur or we had some assumptions that did not hold true.  I'm

15    going to give you a hypothetical, 10,000,000 dollar hole.  If

16    that becomes a ten dollar increase to rates next year, that's

17    going to happen whether we lower rates or not, all right.  We

18    are -- we are basing this off of experience.

19                And so any increased rates that we're going to

20    have next year is going to be based on the utilization of our

21    plan, whether we start it at a flat rate today, whether we

22    increase rates today or we reduce them because we are not

23    utilizing excess reserves here to buy down the rate.  I think

24    the Board has done that in the past, done that with the HMO
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 1    plan in the past years and then saw sticker shock in this

 2    rubber band effect, come back the next year where it was a

 3    difficult thing because they had artificially lowered rates.

 4    We are not artificially lowering rates.  We're doing it

 5    simply on experience and the available contribution.

 6                What I will say though is I cannot guarantee that

 7    the legislature will continue to provide this level of

 8    contribution.  But what I would be cognizant of and I would

 9    feel like I wasn't doing my job today, if I tell you let's be

10    conservative and hold that money in case they don't, well,

11    then we'll build excess reserves and then we have to buy down

12    the rate to get into that circular logic problem again.

13                So I think that we have an opportunity here to

14    take what we've been given, as we should every year from the

15    state budget process, and hopefully that the contributions

16    are sustainable, and that we continue to find cost saving

17    activity.  You know, I'm going to come to you every other

18    month and try to come up with something new to help save

19    money for this plan because I'm terrified of raising rates if

20    we don't have to and so far, knock on fake wood, right, we've

21    been pretty good, but it will happen, but it will be because

22    of the utilization and experience, not because you guys have

23    decided to lower or raise or flatten rates today.

24                CHAIRMAN CATES:  Any other questions or comments?
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 1                MEMBER COCHRAN:  Mr. Chair, this is Chris

 2    Cochran.

 3                Just a point of clarification, the option two,

 4    which you're recommending option one, option two would be

 5    keep rates at their current level, is that what that option

 6    is for?

 7                MR. HAYCOCK:  For the record, Damon Haycock.

 8                Yes, Dr. Cochran, I came up with option two in

 9    case certain assumptions were revisited and revised.  We had

10    to come up with, again, that risk uncertainty cost

11    discussion.  It doesn't appear at this point, unless you guys

12    want to revisit other things, and I'm not even sure agenda

13    wise if we can, but if you guys decide to make any other

14    adjustments then the rates we have developed, it won't be as

15    sound as they are at this point.

16                MEMBER COCHRAN:  I just wanted to make sure I

17    understood that.  That would assume then that we would, if we

18    kept rates flat, we would probably have an even higher excess

19    funds, excess reserves?

20                MR. HAYCOCK:  So for the record, Damon Haycock.

21                Potentially, that also could have been used to

22    pay for care that your previous decisions would have lowered

23    through cost containment.  So if we don't apply a cost

24    containment, then we can't control the cost.  If we can't --
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 1    I won't even say control, that's pretty powerful, if we can't

 2    influence the cost, then we're at the mercy of those that set

 3    the cost.  And so that was -- that was set to be able to

 4    respond to the uncertainty and lack of control of our own --

 5    of our own marketplace.

 6                And so if we have opportunities to lower costs,

 7    which I think we do today, of everything that's been done

 8    both today and November, we feel confident those assessments

 9    and assumptions fit actuarially to make these lower rates.

10    But once you start playing with the inputs, then we not only

11    have to come up with what happens when the input goes away

12    but what else does that ripple out to?

13                MEMBER COCHRAN:  Okay.  Thank you.

14                MEMBER SHIPPEY:  Thank you, Mr. Chair.  For the

15    record, Glenn Shippey.

16                And first I just want to make a disclosure that I

17    am an active employee of PPO without dependents, just so I

18    get that out.

19                And I have a few questions, maybe a series of

20    questions, and I first want to get an understanding of the,

21    aside from a cost share and the EPO doesn't have an out of

22    network non-emergency benefit, is the benefit package between

23    the PPO and the EPO like an -- are there some differences in

24    the actual benefits that are covered or excluded?
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 1                MR. HAYCOCK:  For the record, Damon Haycock.

 2                I believe Stephanie can correct me if I'm wrong,

 3    but the actuary value of our Consumer Driven Health Plan is

 4    about 87.3, something like that, and actuary value that was

 5    set for the HMO and EPO plan is about 90.4, so it's a richer

 6    benefit plan.

 7                MEMBER SHIPPEY:  Not in terms of cost share

 8    structure, are there benefits that are -- the EPO primaries

 9    that have that CDHP members are not going to have, vice

10    versa?

11                MR. HAYCOCK:  Yes is the short answer.  Our next

12    agenda item is going to talk about some of these things.  One

13    of the things that the current HMO plan offers today is a

14    vision plan that is more robust than what PEBP offers on the

15    Consumer Driven Health Plan.  In an effort to not disrupt the

16    membership that have selected those plans that we are also

17    able to continue that, that vision plan on the EPO.  Because

18    of the fact that the rates are higher, we're able to pay for

19    those costs, and so there are some benefits that are on that

20    EPO or HMO plan that we do not have.  One of the biggest, of

21    course, is the co-pay structure, right, is the lack of the

22    deductible.

23                And even though there's a higher out of pocket

24    maximum, you go to the doctor, you're paying the $25 to see
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 1    the doctor or the $50 to see the specialist.  When today, you

 2    know, I use an example on the PPO plan, July 1 you go to the

 3    doctor, you're paying the full amount until you satisfy your

 4    deductible.  So, yeah, the benefit plan is significantly

 5    different in design, and there are benefits that the EPO plan

 6    and the HMO plan have that we don't have on the Consumer

 7    Driven Health Plan.

 8                Vice-versa the Consumer Driven Health Plan allows

 9    you to seek services out of network, and we have a separate

10    out of network series of accumulators for those.  So if you

11    decide you want to go out of state and seek services that are

12    non-emergent non-urgent, the plan covers it at a lower

13    percentage.  On the HMO plan and EPO plan, they traditionally

14    don't.

15                MEMBER SHIPPEY:  With something like hearing aids

16    for instance, I saw a difference there, infertility, I saw a

17    difference there.

18                MR. HAYCOCK:  Right.

19                MEMBER SHIPPEY:  So HealthSCOPE is going to be

20    managing two different sets of benefits; is that right?

21                MR. HAYCOCK:  Absolutely, correct, Mr. Shippey.

22                MEMBER SHIPPEY:  Or administering is the better

23    word.  And this may be for Stephanie, the next set of

24    questions.  I'm curious about the experience based rates that
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 1    you derived and it gets a little confusing I think for some

 2    people.  We have -- in the past, we had a fully insured HMO

 3    in the north, a fully insured HMO in the south.

 4                Next fiscal year this is going to be a

 5    self-funded EPO, and so I assume that you used experience on

 6    the CDHP and you were able to get experience from Hometown

 7    Health for that HMO population, and you came up with a CDHP

 8    rates experience based rate and an EPO experience based rate,

 9    is that accurate?

10                MS. MESSIER:  Yes, that's correct.

11                MEMBER SHIPPEY:  And what -- could you share what

12    the EPO rate is that you derived and also can we know what

13    the HMO Southern Nevada rate is?  I'm just trying to get an

14    understanding of what kind of subsidization is occurring here

15    and whether this is reasonable subsidization given that this

16    membership that is currently on a fully insured commercial

17    product in the north is now going to be self-funded and

18    whether we have a situation here, are we asking the fully

19    insured HMO members in the south to be subsiding the

20    self-funded EPO members here in the north.  Is that what

21    effectively is happening with this single blended rate rather

22    than having three separate rates, a CDHP rate, an EPO rate

23    and an HMO rate.  So that's one I'm interested in hearing a

24    little bit about.
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 1                MS. MESSIER:  Yes, and based on -- this is

 2    Stephanie Messier with Aon for the record.

 3                So based on the history and where the Board has

 4    gone in terms of setting the rates for a combined HMO plan,

 5    they felt like a level, I don't know if this is the right

 6    terminology, like a level ten employee makes the same in the

 7    north as they do in the south, so they wanted them to pay the

 8    same for healthcare.  So even going back in time when that

 9    policy was decided, absolutely there was cross ups

10    organization happening, the cost higher in the north than

11    they were in the south.

12                In the south, you had very much a gatekeeper

13    model where they were managing costs at a very tightly HMO

14    type environment versus what you had in the north.  But in

15    those two experience pools were combined I believe as part of

16    the CFO's job at PEBP.  They would take those two rates and

17    then add on the admin fees and that would come up with the

18    combined rate.

19                So, yes, the rate was cheaper in the south.  The

20    rate was higher in the north.  They combined for a mutual

21    rate so the people in the south were paying more than they

22    would have had those rates stood alone and that is continuing

23    to happen today because we -- that subset of the population

24    is still now going to assume to stay as now that it's
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 1    becoming self-funded.

 2                There's some of the costs that go away,

 3    obviously.  That fully insured, usually there's that profit

 4    low.  There's some other things that go on in terms of the

 5    taxes.  Those things are gone, but then there's some

 6    additional unknowns obviously happening with that population

 7    as well.

 8                Same thing, there could be some migration based

 9    on what is happening with the subsidies changing.  We have

10    typically seen I think year after year, three to five percent

11    of the people continue to leave the HMO plan every year as

12    those rates continue to rise.  There's been a little bit of a

13    spiraling out of the plan.  The people that really like the

14    co-pay structure particularly probably on the pharmacy side

15    are staying in the plan so they are more heavy utilizers of

16    those services.

17                So you've seen people continually move out of the

18    HMO plans.  As their rates have gone up, the CDHP have

19    remained flat at the same time or gone down but to the

20    member, it has been flat and, therefore, you know, you're

21    seeing that kind of move out of the plan.

22                Now that we're potentially proposing to decrease

23    the HMO rates more, it's possible that some of those people

24    that recently moved into the CDHP plan will be moving back
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 1    out.  And in the HMO's and EPO's, we get some sensitivity

 2    testing on that as well because the state is giving more to

 3    those people that are on the HMO plans slash EPO than they

 4    are to the CDHP members.

 5                Again, in total, the state has given you the 740

 6    number but, again, it varies depending on which plan you're

 7    picking.  Same thing, if you're picking your family versus

 8    the employee, you're getting a different amount.

 9                MEMBER SHIPPEY:  So it seems as if the subsidy

10    burden is still shifted to the HMO in the south rather than

11    being absorbed by the self-funded PPO plan which I am on.

12    And, of course, if there's greater subsidization, you know

13    that would be an increase to CDHP rates.

14                I'm just trying to -- and it's more of maybe a

15    policy decision for this Board.  I just want everybody to

16    understand that there is that decision to make as what is

17    reasonable and fair subsidization and that we do have a

18    different situation.  It's no longer two fully insured

19    commercial HMO plans that we're blending.  Where now we have

20    a fully insured plan blended with a self funded EPO rates.

21    So it's just a little bit different in my mind.  I think it

22    will warrant some discussion or consideration.  Thanks.

23                MR. HAYCOCK:  For the record, Damon Haycock.  I

24    would like to add something, if that's all right,
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 1    Mr. Chairman.

 2                We thought about what is the difference if we

 3    just bite the whole thing at once.  Let's un-blend rates.

 4    Let's separate these two risk pools back to where they were.

 5    Maybe put the risk from the new EPO plan with the CDHP plan

 6    and we talked about that.

 7                The problem that we ran into that we felt was a

 8    difficult sell was to tell the folks on the Consumer Driven

 9    Health Plan that had this excellent experience year after

10    year that they are going to have to pay for because

11    experience that we shifted premiums to other fully insured

12    products and they may not have had those experiences, and so

13    should the members on the Consumer Driven Health Plan pay

14    more so that folks on the EPO and the HMO would pay less.

15                And that's been a policy decision here, as you

16    mentioned, Glenn, for years.  That was not something that the

17    organization and the Board wanted to look at.  I think I

18    brought up the idea of un-blending rates my first year here.

19    And I remember from a former Board member, I think the exact

20    quote was we are no longer going to talk about rates.

21                So this is a different time, different Board but

22    based on current policy, we took what was -- what was the

23    original philosophy and what we thought we could do, and so

24    we presented an opportunity to basically provide some help
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 1    financially to every member in the program instead of pick

 2    and choose pieces of them to say how do we make it better for

 3    one group and not another.

 4                Now, we are more than willing to look at that.

 5    We're about to build budgets if the policy of this Board

 6    wants to un-blend rates, we will present that option.  And

 7    I'll tell you today, after this conversation, unless the

 8    Board tells me otherwise, we'll create an option, and we'll

 9    show you in May what un-blending rates looks like so you guys

10    can weigh in on that policy and direct PEBP on which way we

11    want to put in our budget because that will effect the

12    contribution, and that will effect a lot of things because

13    the state today, we apply a blended subsidy to a blended

14    rate.

15                So if you're going to un-blend the rate, do you

16    un-blend the subsidy because it's a state wide subsidy.  We

17    don't regionalize the subsidy in the subsidy bill.  That's

18    not how the legislature awarded it.  And so, again, we just

19    have to articulate what -- I need to be able to articulate

20    what the Board wants and we'll implement it.  I'm not against

21    any of these options.  I want to make sure whatever I

22    present, it's what you all want.

23                MEMBER SHIPPEY:  Thank you.  Thank you,

24    Mr. Chairman.
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 1                MEMBER LAMBORN:  Leah Lamborn for the record.

 2                I have kind of a follow-up question on the EPO

 3    because I'm still very concerned about those costs and its

 4    uncertainty that we don't know if they are going to increase,

 5    and I don't like the rubber band effect that we lower rates

 6    today and then next year, we have to downward or give --

 7    increase them significantly.

 8                So when you did the EPO analysis cost, you took

 9    basically that claim experience, and I think you showed us

10    last time you repriced them to the Northern Nevada, whatever

11    we have, the current contracts I'm going to assume we're

12    using, the prices for the PPO, correct?  So it was repriced

13    according to what?  How did you reprice them?  That's my

14    first question.

15                MS. MESSIER:  So we asked the vendors for

16    information in terms of differences of the contracts, and

17    there wasn't as much detail there as we would have like to

18    have had.  So what we're really trying to do is take a look

19    at like applying the trend and the same thing with the

20    experience and still having enough of a risk load in there to

21    try to maintain the fact that we aren't trying to do the

22    rubber band effect.

23                I would say the biggest reason the rates are

24    doing what they're doing in the proposed so far this year, it

Capitol Reporters



Page 197

 1    really is that state subsidy.  It's having a huge effect.

 2    Same thing if you go before and get a different budget for

 3    two years and that amount goes down, all of that really

 4    shifts to the member.

 5                And they're only -- I shouldn't say only.  When

 6    they are paying $40 or the $70 on what is really a 700 dollar

 7    rate, to even ten less dollars from the state is just a huge

 8    change.  $10 on the 40, you know, now that's a 20 percent

 9    increase.  So it's really happening overall I think in

10    general with the rates is because that state subsidy is a

11    very nice amount of 740.  It's really helping to let us let

12    the member rates finally drop for once.  As an actuary, we

13    are certainly concerned.

14                We hate for members to have to go up and down

15    but, again, because they are getting I think it's now five

16    percent is what they are paying, the 95 percent because they

17    are paying such a small number.  It's just a little more

18    susceptible I would say to a little bit more of the movement.

19    But, again, we're trying not to help you build up excess

20    reserves year after year after year.

21                MEMBER LAMBORN:  I guess I'm more concerned about

22    actually the repricing the claims you pay.  Based on the

23    experience, you reprice the claim and then did you also add

24    in an increase of utilization because there's not going to be
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 1    that management of utilization that they currently get with

 2    the HMO.

 3                MR. HAYCOCK:  For the record, Damon Haycock.

 4                So our intent and I'm still waiting for --

 5    waiting for the signatures on the contract amendment, but our

 6    intent was to continue to utilize Hometown Health utilization

 7    management team at the rate in which that they were going to

 8    manage the current population.

 9                So we took that into account with a much higher

10    per member per month fee for utilization management that was

11    attributed to this -- taking on this PPO population just to

12    meet that exact need.  It's not that we're throwing these

13    people to the wolves and saying guess what, we're on an EPO

14    but it's really a PPO so good luck.  No, you're on an EPO and

15    we're going to have folks that are there to help you.

16                And not only are we outsourcing the same people

17    that they are talking to today but we are -- the third party

18    administrator HealthSCOPE has hired a registered nurse to

19    help out.  We just recently hired a health program manager,

20    who is also a registered nurse, that we're going to help push

21    towards this program, and all this is within the current

22    budget -- budgetary authority that we have today.  So we

23    found a way to leverage our internal processes and practices

24    to support this plan.
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 1                Do we know out the gate it's going to be perfect,

 2    no, and we're going to have to understand as we move through

 3    this process, but we feel confident with the rates and the

 4    stuff we mentioned, the contribution is really helpful this

 5    time, and we either apply all of it and let the member get

 6    helped or apply less of it and build excess reserves.  We're

 7    recommending giving it to the member, that's kind of the real

 8    crux of it, so.

 9                MS. MESSIER:  Just to add onto that, you know,

10    there was loads applied based on what we were saying in terms

11    of some of the repricing.  We didn't want to get too

12    aggressive because we are very concerned.  It's a new plan,

13    and we recognize that.  Same thing with the sensitivity

14    testing of the movement, we actually predicted more people

15    were going to move into there that I actually think will

16    happen but it's a more conservative approach just because,

17    again, there is so many unknowns.

18                So we did some loads, but there was some

19    detriments because we knew Air Ambulance I think is one of

20    the things that we would be coming on, certain tiny things

21    that are happening that PEBP is doing a really good job

22    controlling costs on the CDHP side which I think even the EPO

23    members, even though they were on a managed plan before will

24    still benefit from when moving over from PEBP's way of
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 1    managing but, again, there are still loads in place to

 2    counteract and those things.  So it's definitely balancing

 3    the scales, but we're always cognizant of trying to make sure

 4    that we do the best we can to not have to reset the apple

 5    cart, if you will.

 6                CHAIRMAN CATES:  Any other questions or comments

 7    from the members?

 8                All right.  I think we'll go to public comment

 9    then.  Public comment in Carson City.

10                MR. RAND:  Good afternoon, Respected Chairman and

11    Respective Board Members.  I want to thank you for your time

12    today.  This is -- as you know, Kevin Rand for the record

13    with AFSCME Local 4041.  I represent state employees.

14                Ultimately, state employees, as you know, has

15    asked over and over for you guys to look at reduced rates

16    based off of the experience, based off of various other

17    avenues this Board has faced, but it comes back to many years

18    of cost increasing based off of national trends, different

19    cost through the states.

20                This is a great opportunity to really look at

21    taking care of the state employees and putting the money back

22    in their pocket when it's applicable.  And I rather just say

23    ditto with what Damon Haycock had just said.  That would be

24    the easiest way to explain it, and it's probably never been
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 1    done but ditto to Damon Haycock.

 2                So, you know, it's never easy because there's

 3    always, you know, as the money is set aside for what if's but

 4    state employees have what if's as well, they need the funds

 5    to run their family, and I think you guys are looking at that

 6    as well, and I appreciate Damon and his staff and the Board

 7    for really considering that, and I hope you take a look at

 8    voting for option one and, of course, looking at carrying

 9    that subsidy as well for the Medicare retirees.

10                So with that being said, AFSCME has advocated

11    every single Board Member when it comes to rates to always

12    come up here and say lower rates and better benefits, pretty

13    simple, and I think you guys are doing at this time, and we

14    thank you and appreciate your time.

15                CHAIRMAN CATES:  Thank you.

16                Any other public comment?  Public comment down

17    south?  It doesn't look like it.  Okay.  All right.  We'll

18    bring it back to the Board.  Any other comments or a motion?

19                Anna, go ahead.

20                MEMBER ANDREWS:  Ana Andrews for the record.

21                Damon, I have a question for you, and I think you

22    need to pull out your crystal ball.  Do you think you're

23    going to get the contract signed by HHP back?

24                MR. HAYCOCK:  For the record, Damon Haycock.
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 1                I believe firmly in the words that were said

 2    today, in the words that were said in November and the words

 3    that were said publicly repeatedly for two decades that

 4    Hometown Health Plan and Renown are partners to the State of

 5    Nevada.  And I believe that once they go back and whether

 6    they agree with the decisions today that they are still going

 7    to honor the intent and the partnership that they have stated

 8    that we need to improve and that this is an opportunity for

 9    us to collectively put our best foot forward and still

10    utilize the services that they provide our members because

11    ultimately it's not about what PEBP and Renown want.  It's

12    about our membership, and I believe that they are going to do

13    everything they can.  We have provided them a competitive

14    cost that they have agreed to.

15                So the last piece was they wanted to see what the

16    exclusive provider organization plan looked like so they

17    could ensure that they could meet those requirements, and

18    their team has been looking at it since we posted it last

19    week.  So I'm hoping to receive information next week.

20                If Hometown Health comes back and says we do not

21    want to manage this population, we will be bringing back to

22    you all in May a request either for an emergency contract for

23    utilization management for this plan or some other solution.

24    Rest assured, we will not sit back and watch members suffer.

Capitol Reporters



Page 203

 1                MEMBER ANDREWS:  Thank you.

 2                CHAIRMAN CATES:  Any other comments?

 3                MEMBER COCHRAN:  Mr. Chair, if I can, I would

 4    like to commend Mr. Haycock and his staff and Aon for putting

 5    together something that the state employees are very

 6    supportive of.  I notice that my colleagues are conspicuously

 7    absent from UNLV and the rest of NSCHE in making any comments

 8    about the quality of the health plan that we have here in

 9    Nevada, so something must have been done right for them not

10    to be at this meeting, but I do want to give you guys that

11    credit for putting something together that I think all of us

12    can buy into and hopefully the crystal ball doesn't crack,

13    but I think we will be okay.

14                I'm leaving the motions to you.

15                MEMBER BAILEY:  What's new.

16                CHAIRMAN CATES:  Thank you.  Any motion?  Anybody

17    like to make a motion?

18                MEMBER ANDREWS:  Mr. Chair, may I?

19                CHAIRMAN CATES:  Go ahead.

20                MEMBER ANDREWS:  Ana Andrews for the record.

21                I would like to make a motion that we approve

22    option one which is the approve PEBP's assumptions and reduce

23    rates for all members on all plans.

24                CHAIRMAN CATES:  Thank you.
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 1                MEMBER ANDREWS:  I left something out, sorry.

 2    Approve a plan year 2019 additional two-month per year of

 3    service one-time supplemental HRA funding to Medicare

 4    retirees participating on the Medicare Exchange and allow

 5    staff to make technical adjustments as needed.

 6                CHAIRMAN CATES:  Perfect.  Do we have a second?

 7                MEMBER LAMBORN:  Leah Lamborn for the record.  I

 8    second the motion.

 9                CHAIRMAN CATES:  Okay.  So we have a motion and a

10    second.  Any discussion on the motion?  Seeing none, I'll

11    call for a vote.  All those in favor of the motion, signify

12    by saying aye.  Opposed?

13                (The vote was unanimously in favor of the

14    motion.)

15                CHAIRMAN CATES:  Motion carries.

16                Okay.  Moving onto Agenda Item Number 10,

17    approval of the proposed changes to the master plan document

18    for the plan year 2019.  Nancy?

19                MS. SPINELLI:  Thank you, Mr. Chair.  Nancy

20    Spinelli for the record.

21                Agenda Item 10 provides recommended changes for

22    the plan year 2019 master plan documents.  These changes

23    include cost containment strategies for both the Consumer

24    Driven Health Plan and the new EPO plan which will replace
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 1    the Northern Nevada HMO effective July 1st.

 2                In your packet you have a table that provides

 3    highlights of the changes that we made to the various

 4    documents.  They include previously approved Board decisions,

 5    housekeeping and then PEBP partner recommendations.

 6                Included in the packet is a copy of the EPO plan

 7    document.  Hopefully you've all had the opportunity to read

 8    through that.  I'll go ahead and read through the document

 9    now if you would like, the 32 pages.

10                MS. GLOVER:  Let's not.

11                CHAIRMAN CATES:  What's going on?  Can they still

12    hear us down there?

13                MS. SPINELLI:  Okay.  Thank you.  So staff when

14    we designed the document, we mirrored it off of the current

15    HMO plan.  We did look at the co-pays and implemented all of

16    the same co-pays for inpatient visits, for primary care

17    visits, for specialty visits and then, of course, the

18    prescription drug plan.  So all of the co-pays came --

19    co-payments are mirrored after that plan.

20                We did include the cost containment strategies

21    which included requiring the use of exclusive facilities for

22    the hip and knee surgeries that we have in place for the CDHP

23    plan, and we also included exclusive facilities for infusion

24    services.
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 1                We included a benefit enhancement in this plan

 2    for obesity care and management and the associated reduced

 3    co-payments for obesity medications, meal replacement

 4    therapy, nutritional counseling and lab testing.

 5                And then we also included an enhancement effect

 6    for travel, travel reimbursement, for transplants, bariatric

 7    surgery, exclusive facilities for hip and knee replacements

 8    and outpatient infusions.

 9                We included the Air Ambulance benefit where for

10    scheduled enter facility transfers and emergency air

11    ambulance the maximum benefit that the plan will pay is

12    250 percent of the Medicare allowable rate.  So the member in

13    this case will pay a 200 dollar co-pay, and then the plan

14    would pay up to 250 percent of the Medicare allowable.

15                Another benefit enhancement is Doctor on Demand.

16    So we have added telemedicine here at a reduced co-payment

17    and then the inclusion of the Healthcare Bluebook services

18    that will allow certain rewards for selecting high quality

19    providers.

20                We've aligned the prescription drug plan with

21    CDHP's formulary for generic and preferred and non-preferred,

22    and then the specialty medications will go from a 40 percent

23    to a 30 percent co-insurance.

24                We've included -- sorry, I have to read through
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 1    all of this.  I know it's kind of dull, but we've included

 2    the federal and state appeals process.  And then for the

 3    vision care services that Damon mentioned earlier, we're

 4    going to offer a vision care plan that has a ten dollar

 5    co-payment and that's an annual exam with a benefit limit of

 6    $100 for plan year and then also a ten dollar co-payment for

 7    glasses or hardware, and that benefit is limited to $100

 8    every 24 months.

 9                We have also added -- we're aligning this plan

10    with the CDHP's claim administration process where we require

11    the providers to submit a copy of the manufacture's invoice

12    for orthopedic devices or implants when they submit the

13    claim.  Otherwise, the cost of the implant will be denied

14    pending receipt of the invoice.  That's currently in the

15    CDHP.

16                And then the changes we made are for the Consumer

17    Driven Health Plan was to update the HSA and HRA

18    contributions to include $100 for registration of Doctor on

19    Demand and registering for the Healthcare Bluebook and then

20    $100 for completing a dental exam, one teeth cleaning

21    preventive visit and bonus labs for plan year.

22                And then we included prior authorization

23    requirements for outpatient infusion services, and then this

24    was a previously approved Board decision, we're adding the
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 1    one annual 3-D mammogram under the wellness benefit.

 2                We're also including the voluntary smart 90, the

 3    90-day retail pharmacies, and we're aligning the durable

 4    medical equipment benefit with Medicare guidelines for rental

 5    to purchase.

 6                We've also increased the HSA contribution for

 7    individuals to 34.50 and 68.50 to align with IRS's maximum

 8    limits for 2018, and then we reformatted the document

 9    removing HIPAA and subrogation and the privacy notice and

10    those are included in a new wrap document that we've created.

11                And then revising the existing language in the

12    document to clarify that the copy of the invoice for the

13    implants is also required under this plan or the claim would

14    be denied pending receipt of the invoice.

15                We took the PPO plan document, the enrollment and

16    eligibility, the Section 125, the Medicare Exchange document

17    and the flexible spending documents and we just updated the

18    plan year -- plan year and reformatted those on those

19    documents.  And we've eliminated the HIPPA privacy and

20    security document and that is now included in the new wrap

21    document that we have.

22                And then we've also created new summary of

23    benefits and coverage documents for the new EPO plan and then

24    updated the CDHP SBC's, and those are the total changes for
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 1    all of the MPD's.

 2                And our recommendation today is we're requesting

 3    Board approval for the following documents, including the

 4    ability to make technical changes as a result of today's

 5    action.

 6                MR. HAYCOCK:  For the record, Damon Haycock.

 7                I would just like to add something.  Nancy will

 8    never say this publicly, but her and her team did an

 9    outstanding job in developing this master plan document for

10    the EPO plan.  We initially worked with our consultants and

11    actuaries with Aon Hewitt and also with HealthSCOPE Benefits

12    to help us create what the framework would look like, and

13    then her and her team spent hundreds of hours developing this

14    plan, sitting down with the evidence of coverage from

15    Hometown Health and the evidence of coverage of Health Plan

16    Nevada and our PEBP's Consumer Driven Health Plan document

17    and trying to find that the most appropriate way to provide

18    the highest quality services to our members that would enroll

19    in this program next year.

20                And if there's anybody that could have done it,

21    it was Nancy and her team.  She's been with us since 2000,

22    and I could not sit here today and say we have a plan ready

23    to implement if it wasn't for her and the folks that did all

24    of this work.  We were lucky enough to pull out a lot of
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 1    legal information and put it in basically a legal disclosure

 2    document that we see from the tireless work from our

 3    actuaries and their legal team through Aon.

 4                So we feel like we have a really good product to

 5    provide.  I know it's dry.  It's 130 pages but I promise you,

 6    we've looked at this thing 100s of times, and I think Nancy

 7    could quote it to you probably word for word by now as all of

 8    the times we tried to cross every T and dot every I.  So we

 9    are very honored and excited to present this to the Board

10    today, and we're here to take any questions.

11                CHAIRMAN CATES:  Yes, I would like to echo the

12    thanks to Nancy and her team.  I realize putting together

13    this whole new plan was a very heavy lift and if this were in

14    the Olympics, you would get a gold medal.  Thank you very

15    much.

16                MS. SPINELLI:  Thank you.

17                CHAIRMAN CATES:  I know I've been pretty nervous

18    about the path forward since we've approved this about

19    whether or not you guys can really pull this off and put it

20    together in this kind of time frame, and you made it

21    possible, so thank you.

22                MS. SPINELLI:  I think it is a good plan

23    document.

24                CHAIRMAN CATES:  Very good.
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 1                Any other comments?

 2                MEMBER SHIPPEY:  Thank you, Mr. Chair.  For the

 3    record, Glenn Shippey.  And thanks for your work, Nancy.

 4                I'm going to go through a list real quickly

 5    because I know it's kind of late, but there's some

 6    requirements from the 2017 legislative session that aren't in

 7    this document, and I know those bills haven't been codified

 8    yet, so it's a little challenging.

 9                The Wellness Bills AB 249, SB 233, women's

10    contraceptives, some -- I think it's important to list all 18

11    methods in the plan document, and it's not a 12-month supply

12    which is Nevada specific per our statute.  I think that's

13    important.

14                Assembly Bill 304 which was -- made some changes

15    to autism.  The autism spectrum disorder has changed so that

16    needs to be updated.  And also early intervention services

17    can no longer be excluded pursuant to that bill and that also

18    effects Chapter 287.

19                And speaking of autism, I think what you did in

20    this EPO document is you pulled in Hometown Health's ABA

21    actuarial equivalency.  I don't think that's appropriate.  I

22    think we need to -- the law as it exists today requires an

23    actuarial equivalent of 72,000 in coverage this year, and I

24    think we need to determine what that equivalency is and not
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 1    just take Hometown Health's, so I think that needs to be

 2    looked at, and just a few more things here real quick.

 3                695G1665, which already exists as codified,

 4    synchronized medication for chronic conditions, I didn't see

 5    that in there and also early refills for topical drops, I

 6    didn't see that in there, maybe I missed it, 695G172.  Thank

 7    you.

 8                MR. HAYCOCK:  For the record, Damon Haycock.

 9                Glenn, I would really like that piece of paper

10    before you leave and rest assured, these are the technical

11    adjustments we're talking about.

12                MS. SPINELLI:  Let me just say, I appreciate your

13    comments there because those -- those items are in the CDHP,

14    and I go through these bills constantly to make sure

15    everything is up to date.  But I did kind of get off base

16    here, and I followed exactly what Hometown Health's documents

17    said, so that's why it's like this, so I'll update those.

18    Thank you.

19                CHAIRMAN CATES:  Okay.  Thank you.

20                Any other questions or comments?  Do we have a

21    motion?

22                MEMBER VERDUCCI:  I would like to make a motion.

23                CHAIRMAN CATES:  Okay.

24                MEMBER VERDUCCI:  Tom Verducci for the record.
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 1                I would like to make a motion that we move

 2    forward with staff's Board approval as presented in the all

 3    bulleted items and add what Member Shippey added.  I could

 4    not memorize that, but I would like to include that as part

 5    of the motion.

 6                CHAIRMAN CATES:  Okay.

 7                MEMBER BAILEY:  For the record, Tom Bailey.  I

 8    second that motion.

 9                CHAIRMAN CATES:  Okay.  We have a motion and a

10    second.  Is there any discussion on the motion?  Hearing

11    none, I'll call for a vote.  All those in favor of the

12    motion, signify by saying aye.  Opposed?

13                (The vote was unanimously in favor of the

14    motion.)

15                CHAIRMAN CATES:  Motion carries.

16                So we will close that item and move to Agenda

17    Item Number 11, discussion and possible action to include

18    approving the rewards process associated with the

19    implementation of the Healthcare Bluebook, PEBP's new

20    transparency vendor for the CDHP and EPO plan in plan year

21    2019.

22                MR. HAYCOCK:  Thank you, Mr. Chair.  Damon

23    Haycock for the record.

24                I want to show you guys something here that I
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 1    thought would do this Healthcare Bluebook justice so you'll

 2    see exactly what you guys have approved and hopefully --

 3    hopefully this gets you as excited as PEBP is when it comes

 4    to this new program.  Then we're going to go right into the

 5    actual report.  It's a quick two-minute video that I'm going

 6    to show you real quick.

 7                (Whereupon, a video was played.)

 8                MR. HAYCOCK:  So that was just a quick teaser.

 9    Damon Haycock for the record.

10                Just a quick teaser about what we're going to be

11    implementing next year not only for the Consumer Driven

12    Health Plan but also for this EPO plan because even though we

13    have exclusive providers that they can go to, there are still

14    some significant variances.  I want to talk a little bit

15    about that in this report because you have a decision to make

16    today, and there are benefits and drawbacks in making the

17    decision in either of the options presented.  At the end, I

18    have a recommendation but ultimately, I want you all to

19    decide, as you should as the Board, what type of rewards to

20    provide.

21                Because as you saw from the video, Healthcare

22    Bluebook has gone through with our third party administrator

23    and looked and analyzed all of the claims we have across the

24    state to see where those major variances are and where we can
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 1    help direct folks to high quality, low cost providers.

 2                And so in the report you have here today is that

 3    we have an opportunity to maximize engagement by leveraging

 4    the type of services in dollar amount of cash incentives

 5    members are offered.  So PEBP is presenting two options to

 6    set reward levels and basically in a nutshell, we can offer

 7    the same reward level to everybody across the state which is

 8    a much smaller amount of rewards, and we'll talk about that,

 9    or we can regionalize the reward levels so that way we can

10    truly start to push some of these high cost out of our

11    program in these areas that are taking advantage of these

12    high prices.

13                And so you have -- your basic decision today is

14    do you want to go regional or do you want to go statewide,

15    and there are benefits and drawbacks to both.

16                And so option one here is the regional option,

17    and I want to address you or have you take a look at the

18    report itself starting on page two.  There's a table there

19    for Southern Nevada.  On page, there's a table for northern

20    and rural Nevada, and I want you to see immediately that

21    there are very few services in Southern Nevada that have

22    rewards associated not because there's anything wrong with

23    Southern Nevada.  It's that this robust mature marketplace

24    already has a lot of competition and that thanks to the
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 1    efforts of other health programs, including our own, we have

 2    collectively helped, you know, kind of turn the needle in

 3    Southern Nevada over the last so many decades, and with a

 4    higher population means that there's higher competition and

 5    lower prices.

 6                And so there's only about five different areas

 7    that we feel that the variance is enough where we can say

 8    there's a definite reward that can hopefully help incentivize

 9    the nature.

10                Inversely, if you look at Northern Nevada and you

11    look at rural Nevada, there is many more opportunities for

12    services to shift member behavior, right.  Again, it's not

13    forcing the member to go anywhere.  It's specifically asked,

14    telling them if they want to go there, we are going to send

15    them a check.  We're going to incentivize them because we're

16    going to save a massive amount of money doing that

17    collectively as a program.

18                So you'll see that there are somewhere in the

19    vicinity of ten to 12 different services that they have

20    identified in Healthcare Bluebook where it makes sense to

21    apply these regional style rewards both in northern and in

22    rural Nevada.

23                However, we recognize that we offer a statewide

24    program and so if we don't want to regionalize this decision,
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 1    what you'll see on the last page, on page four, option two is

 2    to do a statewide recommended reward amount.  Now, you'll

 3    still see about 12 different reward levels.  But here's the

 4    interesting part, if you remember at the beginning of option

 5    one, there's only about five services, types of services.

 6                There's still multiple services within those

 7    types but five basic types of services where rewards can be

 8    earned in Southern Nevada that made sense as far as cost

 9    basis.  We're talking about making it available to 11 or 12

10    which means we're potentially going to be incentivizing

11    people in Southern Nevada on this option to go to the

12    providers that are going to.  So we're not shifting behavior

13    for some of these in Southern Nevada, but we are providing a

14    reward for the concept of going to these lower cost

15    providers.

16                So normally I like to try to say, look,

17    everybody -- everyone should have an opportunity, and I think

18    they should, but really where we can move the needle on our

19    healthcare marketplace is we can set regional rewards up so

20    that way we start incentivizing and potentially driving

21    members to those lower cost providers, and you know what's

22    going to happen, PEBP is going to get a call.  How do I get

23    on your go green to get green, you know, Healthcare Bluebook,

24    application.  The answer is lower your costs.  And if they

Capitol Reporters



Page 218

 1    can't, then again, that's yet another tool in our toolbox to

 2    help try to work on some of these variances that are out

 3    there in rural and Northern Nevada.

 4                And let's not forget we presented this

 5    opportunity before -- this situation before.  The reason why

 6    you guys approved a reference based, I think the reason

 7    because I don't want to be facetious.  I think one of the

 8    reasons you approved the reference based pricing model for

 9    hips and knees is because of these massive variances.  The

10    hip replacement or knee replacement in rural Nevada could

11    cost as much as $85,000 only cost about 20 grand in either

12    Reno or less in Southern Nevada.  So the idea was not to pay

13    so much for a similar quality service.  So this is just

14    another tool in the toolbox.

15                At the end of day, I'm not here to try to

16    advocate on one versus the other.  I think there's a bigger

17    opportunity to get a regional reward system because you

18    actually not only help the member more but you will also help

19    the providers pricing more by allowing a more -- by pushing a

20    more competitive environment out in northern and rural

21    Nevada.

22                And so with that, you know, I would like to take

23    some questions, and I might pitch some of them to Laura Rich,

24    my operation's officer, who is sitting down there.  The one
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 1    that keeps nodding her head when you ask is there public

 2    comment.  She's been integral in setting up this program.

 3    It's hers.  I only stole it for this meeting because I'm up

 4    here and I could show the cool video.  With that, I'll take

 5    any questions.

 6                MEMBER ZACK:  Mr. Chair, Christine Zack.

 7                CHAIRMAN CATES:  Go ahead.

 8                MEMBER ZACK:  From Vegas.  I wanted to jump in

 9    before Dr. Cochran did.

10                MEMBER COCHRAN:  That's a shock.

11                MEMBER ZACK:  So I have some questions because --

12    so when it's for purposes of blending a rate to help out the

13    north, then we have to do it.  But when it's for purposes of

14    potentially offering more rewards for Southern Nevada, then

15    you want to separate us.  So I just want to make sure I

16    understand this because I'm just looking at this very quickly

17    and if I look at the rewards recommendation for the south,

18    taking the regional approach versus taking the overall

19    approach just on the chart alone, I only see five

20    opportunities for Southern Nevada if we do the regional

21    approach for a total of $400 versus 11 options at $625 if we

22    do the statewide approach.

23                And so I'm confused why any Southern Nevadans

24    would want that, especially since they are already
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 1    subsidizing the Northern Nevadans on the plan.  So maybe you

 2    can help me understand that.

 3                MR. HAYCOCK:  So for the record, Damon Haycock.

 4                I don't think I can invent an answer that will

 5    satisfy that question because, as you have said every other

 6    month, Ms. Zack, and I can't argue with that, there's a

 7    definite reason to are we going to be one group?  Are we

 8    going to look at separate groups?  You heard me say that

 9    today.  Again, I'm not coming out strong for this regional

10    reward system.  I'm just sharing the data transparently that

11    if the ultimate goal is to get folks to utilize services at

12    high quality low cost, where are people not doing it today

13    and how do we tailor a program to do that.

14                Now, do we have to again?  If I were a betting

15    person today, I have no idea which way the Board is going to

16    vote on this.  I'm okay with either of them, okay.  This

17    isn't one of those hills to die on for PEBP.  We're going to

18    offer rewards because we want to incentivize behavior.  We

19    just wanted to showcase that from a purely cost savings

20    perspective that you will get more bang for the dollar if you

21    do regional rewards, but the statewide rewards are still

22    something everybody can benefit from.

23                So I don't know if that answers your question in

24    a tap dance way but hopefully I have.
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 1                MEMBER ZACK:  Christine Zack for the record.

 2                I mean, it does say that PEBP recommends option

 3    one.  And, again, if we're going to blend for one purpose,

 4    then I think we should blend for the other so that whereas

 5    there is a subsidy for the plan, maybe on the rewards side,

 6    Southern Nevadans are getting a little bit more.

 7                MEMBER LAMBORN:  Leah Lamborn for the record.

 8                First of all, I just want to clarify a couple of

 9    things, Damon.  So you said this is for CDHP only and the EPO

10    but not the HMO and that's down in southern, okay.

11                And did you state that one of the reasons the

12    rewards for the Southern Nevada is because they are already

13    paying lower cost because of the amount of competition down

14    there and providers, is that a correct assumption on my part?

15                MR. HAYCOCK:  For the record, that's a Damon

16    assumption.  I think if you were to have someone from Health

17    Plan Nevada come up, they would say they are excellent plan

18    management and negotiating skills is what has done that.  I

19    think you can get slightly different answers from folks from

20    Southern Nevada.  I picked the one on competition because I

21    know that there is a lot more folks down there, but there's

22    some definite contractual negotiations that occur in the

23    networks down south that have reduced costs, right.

24                You have a couple of million people all in one
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 1    area, and they need providers to share and the more people

 2    and the more providers, I would -- I'm going out on a limb

 3    here saying that the competition would have done it, but I

 4    don't want to upset, you know, our folks down south and say I

 5    know exactly what happens down there because I don't.  I

 6    would imagine that's why.

 7                MEMBER LAMBORN:  And, again, as follow-up, so I

 8    would agree with that, the more providers the more

 9    competition the lower costs are.  And so, again, and I think

10    the other purpose of this is to change the client's behavior

11    and to shop around for them to find a lower cost.  So in

12    essence, I mean, my point would be then, really, if they have

13    lower cost already in Southern Nevada because of the

14    competition, their HSA or HRA benefits that they get goes

15    further.  Where in Northern Nevada higher costs, they hang

16    those out more because of the higher cost, so I support the

17    regionalizing it for that purpose only.

18                MEMBER PACKHAM:  Question.

19                CHAIRMAN CATES:  Go ahead.

20                MEMBER PACKHAM:  John Packham for the record.

21                I'm trying to evaluate the regional approach.  Is

22    it safe to assume that in the case of south and north, you're

23    going across town but Elko, you're literally leaving the

24    community to get those?
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 1                MR. HAYCOCK:  For the record, Damon Haycock.

 2                Not necessarily, not necessarily.  If there's

 3    providers that we can utilize right there in those locations

 4    then of course.  There are going to be some instances

 5    regardless of what we do here or someone in the rurals is

 6    going to have to go towards an urban center for certain types

 7    of care, urologist comes to mind real quick.

 8                But the idea isn't to ask somebody to get in

 9    their car and drive 400 miles so they can get a 20 dollar

10    check.

11                MEMBER PACKHAM:  Like I say, I'm looking at the

12    Elko numbers and I'm guessing in a lot of these services,

13    there's only one game in town.

14                MR. HAYCOCK:  And Elko, Nevada is a -- Damon

15    Haycock for the record.

16                Elko, Nevada is an example.  That's not the only

17    rural place we're talking about, so it kind of combines all

18    of the rural counties that exist outside of the two major

19    urban populations.

20                CHAIRMAN CATES:  I'll just make a comment on

21    this, my thoughts.  When I first looked at this in

22    preparation for the meeting, I shied away from the regional

23    approach for some of the reasons that Christine stated, but

24    the more I think about it the more I like that approach, and
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 1    I don't think it's necessarily the same thing as blending

 2    rates that everybody has to pay.

 3                And I would hope that a single individual

 4    wouldn't qualify for every single one of these subsidies in a

 5    year.  If they did, they are having an awfully bad year.  So

 6    I don't see it as people in the north are going to get 650

 7    dollar benefit.  People in the south are going to get,

 8    whatever the math is, 400 dollar benefit.  It targets where

 9    the high costs are, and I think that helps everybody on the

10    plan, north and south.

11                We know the reason the south is subsidizing the

12    north is because that's where the higher costs are, and I

13    think this is more targeted to where those costs are and ties

14    the incentive to them, and that makes sense to me.  I

15    actually support the regional approach.

16                MEMBER COCHRAN:  Mr. Chair, and, Christine, I was

17    just wondering on this, is this part of the -- is this part

18    of the incentive for obtaining part of the HSA?

19                MR. HAYCOCK:  For the record, Damon Haycock.

20                What we want folks to be able to do is have

21    access to this tool.  We're not saying they have to use it.

22    If you sign up for it and you -- I think we're going to do

23    some form of tutorial on it so people understand it.  When we

24    finalize it, I'll give you more information in the May Board
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 1    meeting how we're going to roll this out, but it's really

 2    going to take a couple of minutes for people to get that HSA

 3    and then that way they have it.

 4                So when you're at the doctor's office and you're

 5    told I need an MRI, that's when you think, gosh, I really

 6    wish I had that Healthcare Bluebook.  So the idea of the HSA

 7    incentive is just to access it.  Nobody has to use it.  It's

 8    an optional program.

 9                MEMBER COCHRAN:  Okay.  Because it does relate to

10    the access in the south because there are -- obviously, I

11    don't need ear --

12                MR. HAYCOCK:  Tubes.

13                MEMBER COCHRAN:  Yeah, tubes, I don't need them

14    now.  I might have needed them 55 years ago.  But does --

15    does that coincide with the doctor to recoup that so if we

16    can't find something in here to qualify for that additional

17    100 dollar contribution to the HSA, if we download the Doctor

18    on Demand app --

19                MR. HAYCOCK:  So you're going to do both.  So if

20    you're going to do both, you're going to get your $100 for

21    both.

22                MEMBER COCHRAN:  You have to do both?

23                MR. HAYCOCK:  You have to do both.  But, again,

24    and it's something we talked about.  I hope it was clear back
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 1    in November when we talked about this opportunity that we

 2    wanted to change the 200 dollar enhanced HSA HRA benefit that

 3    was for preventative services to half of it being for the

 4    preventive services and the other half of it being sign-up

 5    for these two programs just so you have access.

 6                And really, Dr. Cochran, it was a response to a

 7    conversation I had with some folks at a pretty high level of

 8    the state government that said I was miserable this year.  I

 9    was sick.  I said did you call Doctor on Demand.  Oh, I

10    didn't have it on my phone yet.  I just want people to have

11    access because the vendor dollar is going to go far.

12                And as you guys talked so eloquently earlier

13    about the Consumer Health Driven Health Plan, how do we make

14    better consumers?  Well, we give them tools.

15                MEMBER COCHRAN:  So this will be an app.  How

16    would that work in terms of getting the credit for the HSA?

17    How do -- how do you guys know, all right, give Cochran an

18    extra $100 because he downloaded this app.  And I worry a

19    little bit because there aren't that many services available.

20    Those that you need, you would only use them when you need

21    them, and hopefully I don't need orthoscopic surgery or -- I

22    could use one of the other but I'm not going to say which

23    one.

24                MR. HAYCOCK:  So this Damon Haycock for the
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 1    record.

 2                I can tell right now I have failed to really

 3    state what this program is designed to do.  The incentive is

 4    an add-on.  This is a transparency application.  This is to

 5    show you what you're going to pay wherever you go in your

 6    area.  There are certain facilities, certain services that we

 7    will incentivize, certain ones we won't, but it will help you

 8    decide do I go to facility A or do I go to facility B?  What

 9    is their quality rating and what is the cost?

10                MEMBER COCHRAN:  Will that quality rating be on

11    there?

12                MR. HAYCOCK:  Yes, you will have -- that's the

13    green, yellow, red.  The green is highest quality and they

14    grab it from CMS, Medicare.  They grab it from a multitude of

15    quality ratings.  It's not the Damon Haycock quality rating,

16    all right.  It's the -- these are our industry standard

17    quality ratings, and so people will be able to see who high

18    quality vendors are.

19                Not only is this an application but we recognize

20    that not everybody likes Smart phones and tablets and

21    computers.  They are going to have a call in -- a call center

22    that you can call in and say, hey, I was just prescribed this

23    service.  Where can I go in my neighborhood or where can I go

24    in my region and what are the costs?  And people on the
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 1    phone, live people will be there to help them.

 2                So we didn't just come with a singular technology

 3    solution, we came with a complete robust program to help our

 4    members become better consumers.  Then if they happen to have

 5    this situation and if they happen to choose the highest rated

 6    incentivized providers, then they get a check sent to their

 7    house.  So the incentive process cost is only the second half

 8    of it.  The first half, it's a transparency vendor and I

 9    think that's what really makes consumers better consumers is

10    to know what the costs are in their area.

11                MEMBER ZACK:  Mr. Chair, Christine Zack for the

12    record.

13                I apologize if I missed part of what Dr. Cochran

14    was saying because I was actually looking at the app.  An

15    RPEN member brought it up to me, and I heard Dr. Cochran

16    mention something about ear tubes and the suggestion that

17    these are things that maybe the younger members would need.

18    But, you know, a very common surgery, especially among

19    retirees is cataract surgery and so if you look at the

20    statewide plan, there is a reward there but then on the

21    southern plan there isn't.

22                So we go back to -- I mean, just to -- I just --

23    I love the app, and I have no opposition to the app.  In

24    fact, I enthusiastically endorse the app and what it does.  I
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 1    just want to make sure that Southern Nevadans are getting the

 2    full benefits.  And I understand that costs are higher up

 3    north but doesn't -- if you go with the statewide plan,

 4    doesn't it still accomplish the goal of getting Northern

 5    Nevada providers to compete for lower rates?  I think you

 6    still accomplish the same goal.

 7                MR. HAYCOCK:  For the record, Damon Haycock.

 8    Mr. Chair, if I could answer that.

 9                First of all, we'll pick on cataract surgery.  I

10    think that's a great example, Ms. Zack.  Folks in Southern

11    Nevada will be able to see the cost of cataract surgery and

12    the facilities we offer those services to.  And I think the

13    idea of these incentives were to help folks choose where the

14    greatest variances of cost were because that's where we're

15    going to save the most amount of money, not only us but our

16    member.

17                So I'm going to throw out some numbers.  They are

18    hypothetical but if the difference between one cataract

19    surgery place and another is $75, then it may -- then if we

20    give a 50 dollar incentive, we're really banking on the fact

21    that up in Northern Nevada and rural Nevada, the difference

22    is like $1,500 or something.  So you're not going to quite

23    get the same results as far as the overall savings to the

24    program but, yes, you're still going to be able to
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 1    incentivize those lower cost facilities.

 2                It's a difficult, I don't want to call it a game

 3    because healthcare is not a game, but it's a difficult

 4    process to try to figure out what are the right services we

 5    want to incentivize because we have to pay the vendor, and

 6    the vendor has guaranteed a return on investment, and we

 7    build that into our plan, so we're trying to work with them

 8    on the recommendation.

 9                Now they stand by both of these recommendations

10    but they have recognized that if we go regional, the

11    probability and propensity for savings to the plan is much

12    larger than if we just do statewide because we're allowing

13    certain folks in certain areas to balance out others.  I'm

14    not saying it's wrong.  I'm just presenting it transparently.

15                MEMBER ZACK:  Thank you, Damon.

16                CHAIRMAN CATES:  Any other questions from the

17    members?  I'll entertain a motion.

18                MEMBER LAMBORN:  Leah Lamborn for the record.

19                I make a motion to approve the Healthcare

20    Bluebook reward option one, regional option.

21                CHAIRMAN CATES:  Okay.  I have a motion.  Do I

22    have a second to the motion?

23                MEMBER ANDREWS:  Ana Andrews, I second.

24                CHAIRMAN CATES:  Okay.  I have a motion and a
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 1    second.  Any conversation on the motion?  Hearing none, I'll

 2    call for a vote.  All of those in favor of the motion,

 3    signify by saying aye.  Opposed?

 4                MEMBER ZACK:  I'm opposed, not to the app, just

 5    to the blending.

 6                MEMBER COCHRAN:  I'll oppose as well.

 7                (The majority of the vote was in favor of the

 8    motion.)

 9                CHAIRMAN CATES:  Okay.  Two opposed.  Motion

10    carries.

11                All right.  We'll move onto Agenda Item Number

12    12.

13                MR. HAYCOCK:  So I got locked out of my computer

14    but it will take 30 seconds, Mr. Chairman.

15                CHAIRMAN CATES:  Okay.

16                MR. HAYCOCK:  Damon Haycock for the record.  If

17    you'll go ahead and pull up the report and the presentation,

18    I'll go ahead ask do that here shortly.  Perfect, thank you,

19    Nick.

20                So first to the report, if you'll follow along,

21    please, this report is to basically tee up the conversation

22    on the next legislative session.  We wanted to give the Board

23    an opportunity to give some direction to PEBP and let us know

24    where we need -- where we need to go as we develop -- as we
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 1    develop more -- more language and as we move forward to

 2    develop our budget.

 3                So basically as a state agency, the Public

 4    Employees' Benefits Program is required to develop a budget

 5    every two years and as part of that budget development, we

 6    attend a budget kickoff meeting with the Governor's finance

 7    office, which we did last month, where we're provided

 8    instructions on how we are to submit our budget, not only

 9    just the financial part of our budget but if we wanted to

10    make any policy bill draft requests.

11                And so the difference between a policy bill draft

12    request and a budgetary bill draft request is does it have

13    dollar signs on it, right?  Does it have dollars attributed

14    to it?  If you're asking for a policy change and there's

15    going to be a budgetary effect, it automatically becomes a

16    budgetary bill draft request and that is due when the budget

17    is submitted on September 1st.

18                If it is a policy only, and I'll give an example.

19    We had policy ones last year, Senate Bill 80, Senate Bill

20    502, I don't believe there were fiscal notes attached, Tena.

21    If there were, it would have become a budgetary one.  But I

22    think the intent, it was supposed to be a policy BDR where

23    we're looking at Board change-ups and who the quality control

24    officer reported to and how you guys approve contracts, all
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 1    procedural policy decisions.  That was initially submitted

 2    last session in Senate Bill 80 as a policy bill draft

 3    request, right, I believe so under the department of

 4    administration.

 5                We have deadlines on when those are due, and

 6    those bill draft requests, if you guys want us to look at

 7    those, we're going to need to have those by April 13th which

 8    is why we're talking about them today because this is the

 9    last opportunity as a body where you guys can influence that

10    or say, PEBP, we want you to develop a bill draft request to,

11    and I'm not recommending this, add a thirteenth Board member

12    or something or change the way that we do something, and so

13    there are certain things that are in policy today.

14                And normally we come to you and say we have some

15    recommendations but as far as policy is concerned, we queried

16    our staff internally and we can't come up with one.  There

17    was a lot that was done last session, and I don't know if we

18    want to tackle that hill again.  I think we benefitted as a

19    Board, as an organization.  I think our members have

20    benefitted from the decisions that were made.

21                And it was one of the only bills that I saw that

22    was so well supported on both sides of the aisle and with all

23    of the advocates and the lobbyists, that I almost don't want

24    to ruin the perfect record that we had in Senate Bill 502,
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 1    right?

 2                MEMBER BAILEY:  Oh, yeah.

 3                MR. HAYCOCK:  So I'm not recommending today

 4    anything, but that doesn't mean we can't go back and look at

 5    things and start developing them.  We have to give budget,

 6    well, not budget.  We have to give policy bill draft request

 7    concepts in and then the Governor's finance office will look

 8    at them because let's not forget, PEBP is not authorized by

 9    statute to submit their own BDR's.  We are part of the

10    Governor's 110 so, therefore, we must go in with his or her,

11    depending on who gets elected later this year, in their batch

12    of bill draft requests.

13                However, we do have budgetary bill draft requests

14    that we plan to make pending your approval, and today we're

15    not asking you for that approval because you don't know what

16    we're going to build into the budget, and we don't know what

17    you want us to build into the budget.  So we're going to have

18    that conversation here right now.  And then in May, we're

19    going to come back and tell you the budgets we can knowing

20    that the budget is considered confidential so we'll be able

21    to talk conceptually.

22                But one of the -- the two things that we're

23    looking at is the first, and that's on page two, is the

24    in-house full time counsel and here's a couple of reasons, we
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 1    rely heavily on our deputy attorney general.  Dennis Belcourt

 2    has testified today.  He testifies often.  He also comes to

 3    the table with me to the legislature when we have to testify

 4    in the interim finance committee or even at the board of

 5    examiners, anything that has a legal aspect to it which in

 6    healthcare almost everything does.  We get a lot of support

 7    from the attorney general's office.

 8                However, Mr. Belcourt shares us as a client among

 9    four clients, and there are times that I would love to have

10    walked out of my office around the corner and knocked on the

11    door and grabbed our full time legal counsel and said come in

12    here.  We're strategizing.  What is the legal ramifications

13    of this.

14                And with a five-hundred million dollar annual

15    budget and with lawsuits and litigation holds and everything

16    that's going on nationally with healthcare, we feel very

17    strongly that we need to have a full time presence, and what

18    we're suggesting is to increase the amount of hours that the

19    Attorney General's Office has supplied us on the assessment

20    to cover a full time in-house counsel.  And that if the

21    Attorney General's Office does not wish to support this that

22    we look at hiring our own, similar to other agencies.  I

23    think purchasing did it last session.

24                So we think that we have missed opportunities,
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 1    and it's no fault against the Attorney General's Office or to

 2    Mr. Belcourt, but we felt that we missed opportunities to

 3    have somebody right there we can grab and say, hey, come in

 4    here.  Let's get on a phone call with so and so.  Let's

 5    figure out what needs to happen and what are the legal

 6    downstream ripples from the decisions that we're proposing

 7    especially those to the Board.

 8                And so we -- you know, there's contract review.

 9    There's RFP review.  There's regulations that we often have

10    to pass, and then we have to respond to questions and

11    concerns and appeals from members, and so we use heavily our

12    deputy attorney general but, again, there are times when he's

13    at other of board meetings with his other clients and he's

14    told me I can't answer the phone.  I'm stuck at a board

15    meeting, and so we want to be able to use it.

16                The second thing, we want to talk a little bit

17    about salary adjustments, and we're not asking you to upgrade

18    salaries today, but we do want to address some of the

19    discrepancies between similarly situated agencies.  We are --

20    we've been graced to participate in a work group at the

21    state.

22                So anything that we recommend to this body will

23    be in accordance with that work group findings because we

24    don't want to go against the grain, but we feel that what
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 1    we're willing to produce and we would like your support is to

 2    look at some of the differences that currently exist and see

 3    do you feel -- feel is kind of a different word.  Do you

 4    believe it is appropriate that the salaries that are provided

 5    to PEBP staff be looked at based on the amount of workload

 6    that we continue to have and the complexity of the

 7    environment that we do have.

 8                Again, I'm not asking anyone to weigh in on the

 9    record if they think we deserve to have any increases or even

10    decreases, right, hopefully that's not the case, but I want

11    to show you guys something because I think it's important.

12    You know, there is the what is somebody worth conversation,

13    but let's talk about what other people are being paid

14    conversation because I think that has a huge impact, and I'm

15    not going to be so bold and show you what health plan

16    administrators make in the private sector, and I'm not even

17    going to show you what they make in other public sector local

18    governments.

19                I want to show you something here that I think is

20    going to be quite eye opening and rest assured when this is

21    done, I'm not asking to make what they are asking.  I'm not

22    asking my staff to make what they are making, but I think

23    it's important to understand the huge variances in salaries

24    for similarly situated organizations.
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 1                So I'm going to go to the attachment here and I

 2    have it up on the screen.  So, basically, we are a multi

 3    employer healthcare and welfare program.  That's what we

 4    would be called if we were in the private sector.  We provide

 5    employee benefits to multiple employers in a certain service

 6    area.  We offer to Nevadans and former Nevadans who may be

 7    retired in other states, the last time I looked, and I think

 8    it may have changed, but we had retirees in every state but

 9    two.  Maybe they have migrated to the other states and we

10    have all 50, I can find out, but we are very similar in

11    conceptual design through statute, regulation, governance and

12    staffing to our counterparts across the town here, the public

13    employees retirement system.  They are a multi employer

14    defined contribution pension plan.

15                And before I continue with what we're going to

16    talk about briefly here because I know people need to get

17    going, I remember, what I have created here today and

18    presented to you today, I've already sent to PERS.  They are

19    not -- they have not shared with me any complaints or

20    concerns.  They asked me to change one word in there and I

21    did but other than that, they have seen it and they don't

22    have any concern whatsoever with me showcasing what they do

23    to all of you.

24                So this presentation showcases the similarities
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 1    between our two organizations, the complexity of what we do,

 2    as most of you well know, if not all of you do, and the

 3    relevance and prevalence of PEBP's operations within national

 4    environment because it's important to understand what we do

 5    isn't just complex today.  It's going to get more complex

 6    tomorrow and every day thereafter.

 7                So we will be requesting or we are today asking

 8    if you allow us to include a budget enhancement but honestly,

 9    I don't even think I put that in the recommendation and so

10    really what we're asking today is do you have any additional

11    things you would like us to bring to you.  We plan to bring

12    to you a full analysis, and then you can give us the thumbs

13    up or thumb downs, and we'll move forward with a budget

14    development.

15                It's just important, I want to -- I don't want to

16    go into that much detail in May because we have other things

17    we need to talk about but this right here, we're a public

18    sector multi employer health and welfare program benefits.

19    You know what we do.  We offer comprehensive benefits to

20    about 70,000 people.  We are funded from participant and

21    employer contributions.  Why am I reciting again what you

22    already know that we do is that we are very similar to how

23    PERS operates, right.  They collect money from employees

24    throughout their career, and then they give back out in
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 1    retiree checks which I'm sure the retirees are extremely

 2    happy about.

 3                Recent history, right, we talked about a little

 4    bit earlier.  I won't get into it.  There were two bills that

 5    were introduced that were -- we're talking about absorbing

 6    PEBP in the department of administration.  But based on all

 7    of the stakeholders and the legislature and even some of the

 8    Board members, the concept that I remember, someone can

 9    correct me if I'm wrong, was that the autonomy of the Board

10    was something sacred.

11                And so the ability to establish a plan of

12    benefits, to establish rates, to be separate from the

13    department of administration was something that a lot of

14    stakeholders believed was almost sacred and that we needed to

15    protect that which ultimately means that we are -- we're a

16    state agency, but we're also slightly set apart because I'm

17    not a cabinet director.  I don't report directly to the

18    Governor, but I report to you, and you're appointed by the

19    Governor so there's some nuances, but that's just like that

20    PERS, and we'll talk about that here right now.

21                So how are we like PERS, real quickly, I won't

22    waste your time who we are.  They are a tax qualified pension

23    plan.  We're a multi employer cost sharing health and welfare

24    plan, right, those are different and the types of services we
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 1    provide but ultimately the concept is similar.

 2                Who governs us?  They have a seven-member

 3    Governor appointed board.  We have a ten-member Governor

 4    appointed board.  How are we led?  We have similar types of

 5    executive staff, from the executive officer all the way down

 6    to the support staff.  The only thing different that we have

 7    is we have an established quality control officer.  They have

 8    an established investment officer but other than that, we

 9    basically have the same functions and the same executive

10    staff overseeing our two entities.

11                Who do we serve?  They serve a statewide -- they

12    provide a statewide retirement plan of 200 employers across

13    Nevada.  We provide a nationwide health and welfare plan to

14    approximately 150 pay centers.  So close to the same amount

15    of employers, we're supporting in health and welfare

16    benefits.

17                Who gets benefits?  PERS accepts contributions

18    from the 105,000 active employees, and they provide benefits

19    to 65,000 retirees.  We collect contributions from 32,000

20    employees and retirees, but we provide benefits to 70,000

21    members.  And so, again, I think there's enough in the

22    similarities and size that we have a similar footprint.

23                How are we structured?  They are a standalone

24    entity who maintains autonomy to utilize many support
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 1    agencies, HR's purchasing the budget off it.  They are not

 2    required to.  They are constitutionally not required to meet

 3    the 95 percent of the Governor's salary and some other

 4    options.  We're statutorily required to utilize state support

 5    services, and I'm not here to tell you that we want anything

 6    different.

 7                They are -- we are part of the State Budget Act,

 8    they are not, right.  That's -- so you see they have a little

 9    more autonomy than we do even though they serve the same type

10    of footprint that we do.

11                So I want to show you something here.  This I

12    wasn't aware of until I got the numbers, looked at them and

13    then blinked about three times.  So the salaries that are set

14    for PERS are always set on an employer only basis.  They do

15    not set it on employee/employer contribution.  So the lower

16    amount that state employees can accept by not contributing to

17    their retirement is what we're actually showcasing here

18    today.

19                So take a look at the variance between the

20    executive officer, the operations officer, the chief

21    financial officer, the IT officer and the fiscal analyst,

22    right, they are all over 20,000.  The only reason the IT

23    officer isn't is because thanks to the hard work at the state

24    last session, IT folks got a one-grade bump up or two grade
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 1    bump up, right?

 2                CHAIRMAN CATES:  Five percent.

 3                MR. HAYCOCK:  Fiver percent, so that's why it's

 4    not over 20,000 but take a look at the sheer difference in

 5    salaries and don't forget that also is attributed to the

 6    retirement when they finally retire.  That's the figure that

 7    they get to utilize to determine their retirees benefits.

 8    So, yes, I fault -- PERS, I don't fault them at all.  I think

 9    they are an excellent entity and they have provided excellent

10    service.  I am sitting before you today because I am a PERS

11    enrollee.  This job honestly doesn't pay enough to not have

12    that amazing retirement, just full disclosure, and so I would

13    never recommend reducing salaries to PERS or taking anything

14    away from the excellent services that they provide not only

15    for the State of Nevada but all of Nevadans that participate

16    in their program, but it's interesting to see the monstrous

17    difference between salaries.

18                So let's not forget that we are complex, and my

19    argument is that we are more complex than PERS is because we

20    have to maintain a series of very complex vendors.  We have

21    to deal with third party administrators.  We have to manage

22    access to care.  What you all just did today is very

23    difficult, and you have to do it all of the time.

24                And you heard public comment that said how come
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 1    we're always under the hammer.  That's just the nature of the

 2    business we're in because healthcare's volatility is too

 3    great.  It happens too fast and because we are a state entity

 4    and a state organization, we can't be as dynamic and we can't

 5    pivot as fast as the private sector can.  So often we have to

 6    bring things on a bi-monthly basis instead of on a daily

 7    basis.

 8                We have access to care where we have to manage

 9    multiple plan offerings.  I won't talk about the fact that we

10    just absorbed a new plan.  All what I'm telling you here

11    today is taking out the EPO plan.  Everything that I said

12    today I think still plans.  We have to be robustly

13    transparent.  Everything we do we have to showcase, right,

14    and we have had to respond to a lot of issues over the years.

15                The Affordable Care Act passed, right, with

16    significant requirements.  Stuff like the hepatitis C cure

17    hit the marketplace so we had to find a way to implement,

18    specialty drug utilization soars, opioid epidemic,

19    progressive blindness gene therapy, that's on the horizon.

20    You're talking $850,000 to treat progressive blindness, and

21    we're going to have to come up with a way to do that.  We

22    never rest.  70,000 people demand nothing less than our

23    100 percent focus and attention to healthcare trends.

24                We have to evaluate how we provide benefits every
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 1    year.  I don't have the luxury of saying to you whatever

 2    worked last year will work this year.  And whatever worked

 3    last year will work the year after, and let's just keep the

 4    course going because we are making changes, and we are

 5    recommending changes to you as Board Members every couple of

 6    months and teeing up conversations to try to stay ahead of

 7    inflation, to stay ahead of these high trends.  Those

 8    negative trends we've had year after year weren't by

 9    accident.  They were by result of hard work.

10                And so we provide benefits every year.  We have

11    to stay ahead of inflation and high cost drivers, and we have

12    done this the last two years without raising employee

13    premiums and now I get to add to this presentation and today

14    we lowered them for everybody, and I would match anything

15    that we do in our health plan with the environment that we

16    have against any other health plan in the nation.  That's how

17    dedicated and hard working the staff here are at PEBP.

18                How relevant and prevalent is what we do.  This

19    is one of my favorites, healthcare is the most important

20    issue in America per survey of the Employee Benefit Research

21    Institute last year.  They were more worried about healthcare

22    than terrorism folks.  What you don't see here is retirement,

23    right, and nationally, employees are more concerned about

24    what we're doing than anything else that effects them.  The
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 1    role of the federal government, unemployment, healthcare is

 2    number one, that's how important we are.

 3                Healthcare dictates recruitment and retention.

 4    From the exact same survey, 60 percent of American workers

 5    say health insurance is extremely important when they

 6    consider whether to stay in or choose a new job.  Topping the

 7    42 percent who say their retirement savings plan is extremely

 8    important when making such a consideration.  So, again, I

 9    think we are complex.  We are relevant.  We are prevalent,

10    and we have to be as close to perfect as possible because we

11    effect tens of thousands of people not only in their ability

12    to seek access to care and receive the benefits that they

13    need but also to recruit and retain them as part of our

14    overall compensation package.

15                So the request that you're going to see flushed

16    out in May is that we perform arguably one of the most

17    complex functions in the state.  Depending on who you talk

18    to, I was informed the other day, I'm not nearly as complex

19    as Medicaid so I'm not quite sure how to take that, but it is

20    what it is.

21                As a government employer health and welfare plan,

22    I think we have similar conceptual missions to the government

23    multi employer defined contribution retirement plan, that we

24    have similar designs, similar populations and similar
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 1    governance and similar leadership staffing to PERS.

 2                And let's not forget when we were created in 2000

 3    from the committee on benefits, right, our statutes were

 4    patterned after PERS.  We were designed to be like them.  So

 5    we believe PERS provides that critical service to the state.

 6    They deserve everything they have received, every dollar

 7    their staff get paid and more.  I think if we can give their

 8    investment officer more money we would, and we appreciate all

 9    of the returns on all of the retirement; hopefully, most of

10    us if not all us is going to receive or receiving today.

11                However, we believe that we provide at least at a

12    minimum an equally critical function, and that we are worth I

13    would say as much, but I recognize that the environment that

14    we're in and that we must follow certain rules set.  So we

15    would like to develop the budget enhancement.  We plan to

16    bring it to you.  We'll ask you for that vote in May, but

17    we're looking at tying it in with the human resources work

18    group that we are participating in and that we're not going

19    to ask for anything more than any other agency is going to be

20    allowed to ask for, and we just wanted to bring this

21    conversation to the table so you guys could kind of marinate

22    on it.

23                But most importantly, most importantly are there

24    any legislative platform things that you want us to look at
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 1    because you guys said some things at the -- in the January

 2    meeting and the November meeting, maybe we should just look

 3    at running one plan.  Maybe we should un-blend rates.  Maybe

 4    we should, you know, look at some of these other policies and

 5    philosophy changes and it's time to evaluate them.  We need

 6    to build that into our budget.  We need to build that into

 7    the narrative as we move forward with the next legislative

 8    session, and we have unfortunately time constraints.

 9                Everything I just said to you in the last

10    30 seconds, they all have a budgetary impact so we have time

11    for those, but is there anything that you guys think that

12    needs to occur from a Board level that we need to go and

13    draft and be prepared to present for that April 13th deadline

14    on policy bill draft requests.

15                With that, I'll turn it back to you,

16    Mr. Chairman.

17                CHAIRMAN CATES:  Thank you, Damon.

18                Any questions or comments from the Board?  Go

19    ahead.

20                MEMBER LAMBORN:  Damon, Leah Lamborn for the

21    record.

22                So on your comparison, I'm just wondering why you

23    didn't compare to Medicaid because really as you're going

24    through everything, it really sounds like you are more closer
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 1    and mirror what Medicaid does.

 2                MR. HAYCOCK:  So for the record, Damon Haycock.

 3                I didn't choose Medicaid not purposely, I would

 4    say accidentally.  We -- I think we offer -- we do offer

 5    healthcare benefits but I think, and tell me if I'm mistaken,

 6    as the former CFO of Medicaid, the way that we engage with

 7    providers and the way we can get folks access to care and our

 8    payment structure really sets us apart with the tools that we

 9    have in our toolbox to manage our program.

10                Medicaid has to, correct me if I'm wrong, has to

11    get a Medicaid services manual pass, has to coordinate very

12    heavily with the federal government whereas PEBP does not,

13    right.  We're not overseen by the feds.  We don't have to

14    submit documentation to the feds to receive funding.  We do

15    not have to -- and we also don't have the footprint you used

16    to have, the 650,000 people, right, versus our 70,000.

17                So we try to find something that was a little

18    closer to our footprint is why we chose PERS and the fact

19    that they are a multi employer plan providing benefits of one

20    type to the same types of folks, many of our members are PERS

21    members.  We felt it was a closer comparison than to

22    Medicaid.

23                MEMBER LAMBORN:  I think for me in the future if

24    this goes forward, I would like to see a couple of other
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 1    divisions, like Medicaid one of them.  And one of the things

 2    I would like to hear more about is the differences PERS does

 3    and the investment where PEBP is not investing those funds

 4    and that might be a key aspect.

 5                MR. HAYCOCK:  We can do that, Ms. Lamborn.  I'm

 6    not going to try not to quote it, the investment officers,

 7    they just got significant accolades, were stating to you

 8    doing nothing, and I'm not saying he does nothing.  He hasn't

 9    changed the investment policy that he inherited since he's

10    been at PERS, my understanding.  I don't speak for PERS.  I

11    might have to retract that later, but my understanding is he

12    stayed the course.

13                Just like when we have our treasurer invest our

14    income, right, our reserves, we're not really getting

15    involved in that investment strategy, but we're managing

16    HSA's and HRA's.  I'm not here to say who is better or worse,

17    but we can definitely do what you asked.

18                CHAIRMAN CATES:  I'll just make a few comments.

19    I don't think I have a strong opinion of whether PEBP

20    employees deserve a pay raise more than any other employee.

21    I think there are good analogies between PERS and PEBP, but

22    there's also some significant difference.  Like Leah, I used

23    to be with Medicaid and a lot of similarities between PEBP

24    and Medicaid.
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 1                PERS has a statute that exempts them.  There's a

 2    state law that says, you know, state employees make more than

 3    95 percent of what the Governor makes, and everybody is bound

 4    by that.  NSCHE is exempt from it, and PERS is exempt from

 5    it.  Their board sets the salary, so they are not governed by

 6    that.

 7                I can tell you the HR working group, it's one of

 8    the many topics of conversation that we've had has been about

 9    what we characterize as the compaction of the talk.  And if

10    you look at the salaries once you get up into the higher

11    levels, they have not moved as much as some of the salaries

12    for the rank of five.  For instance several years ago, they

13    added a tenth step which gave people raises, but people who

14    were unclassified didn't receive that as well, so it

15    compacted a little bit.

16                We did the five percent for IT professionals.

17    That was my personal doing, and I stood by that but the

18    unintended consequences of that is now all of the management

19    IT positions didn't get that and so the difference in pay got

20    that much tighter.

21                We actually have some people -- there are a lot

22    of people that actually make more pay because they are

23    eligible for overtime than their bosses do, and it makes it

24    really difficult as an employer to get people to step into
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 1    those management roles because, frankly, it's just not worth

 2    it, and that is a perennial problem that every agency has

 3    identified and we have talked about.

 4                We have not settled on what a solution to that

 5    looks like.  We have looked at adjusting the tier schedules

 6    for unclassified employees, the more closely matched where

 7    95 percent.  We've talked about asking to have that

 8    95 percent removed from statute.  I think we've judged that

 9    to be an unlikely low rate of success, but we are looking at

10    trying to more properly align it to that 95 percent that

11    would provide some pay increases of people at those levels.

12                I'm also very cognizant that the group doesn't

13    want to be seen as self-serving and have their income file

14    not get anything and we're all having the higher up people

15    getting raises, but we do think it's where our salary

16    discrepancies are the most acute in the workforce.

17                And this HR working group is just going to make

18    recommendations to the Governor.  I don't know how far that

19    will go, but it's on the laundry list of things that we're

20    looking at.

21                Any other questions or comments?

22                Tom?

23                MEMBER VERDUCCI:  Tom Verducci for the record.

24                So if we were to try to move this forward and
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 1    look at the grade and classification and try to bring some

 2    parody to PEBP, what would that entail?  Is that a budgetary

 3    item in May or BDR or what would the next step be?

 4                MR. HAYCOCK:  So for the record, Damon Haycock.

 5                And I don't want to get lost on the first part of

 6    the report which was if you have policy BDR's that's the real

 7    ticket item.  This has dollar signs attached to it so we have

 8    time to talk about it.

 9                My plan if, and you guys can, of course, say

10    don't move forward with this, but it's to go through the

11    analysis, to work with the HR working group, to make sure

12    anything we are recommending isn't in contradiction to what

13    the rest of the state is recommending.  I'm not asking to be

14    treated like a special snowflake compared to the rest of the

15    state employees across Nevada.  I'm not asking that my staff

16    or even myself receive an exemption from the 95 percent of

17    the Governor's salary.

18                Light bulb goes off in my head, if we all are

19    tied to that, then I want to advocate to pay the Governor

20    more.  I mean, let's just figure that out right now, right?

21    Let's put together a PEBP white paper that says pay the

22    Governor more and everyone wins, right.  So I'm not here to

23    rock the boat.  I want to be part of the solution, and we'll

24    be providing the analysis on why we feel it's important.
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 1                A lot of things that Director Cates or the

 2    Chairman has already said, we'll bring it back to you in May,

 3    and then you can thumbs up or thumbs down us, and we'll move

 4    forward with that, but we don't want to put anything in the

 5    budget that you guys aren't aware of.

 6                Now, flip back to the beginning of the report,

 7    are there any policy changes -- I know, Dr. Cochran, you had

 8    talked about them publicly a few times.  Maybe we need to

 9    look at going to one plan or maybe we need to look at

10    changing the benefit package.  This is the time to start to

11    think about that because as you've heard repeatedly, we

12    always wait and sometimes it's my fault, right.  We wait

13    until we run out of time and then we have to make a decision.

14    We can actually start that planning process now.

15                So what is the Board interested in doing or do

16    you feel comfortable with the program of benefits that we

17    have, and then it's my job to carry the torch and try to get

18    us the contribution that we hope to offset the cost to the

19    member.  I just need to know the direction and as timing

20    comes and timing goes, we'll have more opportunities or we'll

21    have less.

22                MEMBER COCHRAN:  Can we get back to you on those?

23                MR. HAYCOCK:  Of course.

24                MEMBER COCHRAN:  I think that will be helpful for
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 1    us to mull these over and make some recommendations either

 2    directly to you, via e-mail and you can share them with other

 3    Board Members and see what others recommend.

 4                MR. HAYCOCK:  Yes, for the record, I just want to

 5    make sure for open meeting law, I won't circulate from one

 6    Board Members to the other because we can't have deliberation

 7    outside of an open meeting but if you send to me stuff

 8    separately, I will de-identify it and create this is what

 9    I've received from Board Members and present it publicly.

10                MEMBER COCHRAN:  That's fine.

11                MR. HAYCOCK:  Mr. Chairman, there's no necessity

12    for a motion.  If the Board, obviously, chooses not to, then

13    we can move forward, but I'm available if anyone has any

14    questions or has any concerns they would like to bring up.

15                CHAIRMAN CATES:  Okay.  I will just add one thing

16    about the pay.  Again, I'm not sure what form recommendations

17    are going to come out of the HRA working group.  I told Damon

18    that I did not begrudge him making a separate pitch for --

19    for PEBP.  I intend to do the same thing for a couple of my

20    positions.  My state CIO and my CSO positions I think are

21    underpaid, and I'm going to push a BDR to have them exempt

22    from that cap, that salary cap like we have doctors and stuff

23    that work for the state that are exempt.

24                So I don't begrudge you making the pitch, and I
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 1    think in your case, I mean, you've asked it to be consistent

 2    with others but really if you wanted to follow the model, you

 3    would be submitting a BDR to be exempt from that statute like

 4    they are.

 5                MR. HAYCOCK:  For the record, Damon Haycock.

 6                That's not a hill I think I can die on right now.

 7    I would rather get what is possible instead of swing for the

 8    fence and look like a fool doing it, so.

 9                CHAIRMAN CATES:  All right.  Fair enough.

10                Go ahead.

11                MEMBER LAMBORN:  And I just would like to

12    clarify.  I mean, I would be in support of pay.  I think you

13    guys are doing an awesome job, really, controlling costs.

14    It's a great program which is why we can't think of policy

15    BDR's to go forward right now.  So I would just like to see

16    some other comparisons if the topic comes back up.  Thank

17    you.

18                CHAIRMAN CATES:  I will say for the record, I

19    have no desire to open up PEBP statute.  You won't see any

20    BDR's from me.  I've already been to that dance.  All right.

21    Thank you.

22                Okay.  Thank you.  With that, we'll close Agenda

23    Item 13.  I'm sorry, close Agenda Item 12.  Go to Agenda Item

24    13, public comment.  Do we have any public comment?  I don't
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 1    see anybody rushing the table.  No public comment down south?

 2    It doesn't look like it.  Yes, go Pack.

 3                All right.  With that, we'll adjourn the meeting.

 4

 5
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 1    STATE OF NEVADA,    )
                          )  ss.
 2    CARSON CITY.        )
 3
 4           I, KATHY JACKSON, Official Court Reporter for the
 5    State of Nevada, Public Employees' Benefits Program Board, do
 6    hereby certify:
 7           That on Thursday, the 22nd day of March, 2018, I was
 8    present at the Public Employees' Benefits Program, Carson
 9    City, Nevada, for the purpose of reporting in verbatim
10    stenotype notes the within-entitled public meeting;
11           That the foregoing transcript, consisting of pages 1
12    through 258, is a full, true and correct transcription of my
13    stenotype notes of said public meeting.
14
15           Dated at Carson City, Nevada, this 10th day
16    of April, 2018.
17
18
19
                                    KATHY JACKSON, CCR
20                                  Nevada CCR #402
21
22
23
24
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 1    Kathy Jackson
      Capitol Reporters
 2    123 W. Nye Lane Suite 107
      Carson City, Nevada 89703
 3    (775) 882-5322
 4                           STATE OF NEVADA
 5                 PUBLIC EMPLOYEES' BENEFITS PROGRAM
 6
 7                             AFFIRMATION
 8                      Pursuant to NRS 239B.030
 9           The undersigned does hereby affirm that the following
      document DOES NOT contain the social security number of any
10    person:
11    1) Public Employees' Benefits Program Board
         Regular Meeting, 3/22/18
12
13
14
15
16
17
      KATHY JACKSON                         DATE
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