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 1              THURSDAY, NOVEMBER 29, 2018, 8:33 A.M.
  

 2                            ---oOo---
  

 3               CHAIRMAN CATES:  Good morning, everyone.  Let's
  

 4   call to order the Public Employees Benefits Program board
  

 5   meeting.  Agenda Item Number 1, roll call.
  

 6               MS. LANDRY:  Don Bailey.  Jennifer Bonilla.
  

 7               Patrick Cates.
  

 8               CHAIRMAN CATES:  Present.
  

 9               MS. LANDRY:  Linda Fox.
  

10               MEMBER FOX:  Present.
  

11               MS. LANDRY:  Leah Lamborn.
  

12               MEMBER LAMBORN:  Here.
  

13               MS. LANDRY:  John Packham.
  

14               MEMBER PACKHAM:  Here.
  

15               MS. LANDRY:  Glenn Shippey.
  

16               MEMBER SHIPPEY:  Here.
  

17               MS. LANDRY:  Tom Verducci.
  

18               MEMBER VERDUCCI:  Here.
  

19               MS. LANDRY:  Christine Zack.
  

20               MEMBER ZACK:  Here.
  

21               MS. LANDRY:  We do have a quorum.
  

22               CHAIRMAN CATES:  Thank you.  The members that are
  

23   not present are excused.
  

24               Agenda Item Number 2, public comment.  Before I
                 CAPITOL REPORTERS (775) 882-5322

3



 1   open that item, I just want to look at the whole agenda.  I
  

 2   intend to take public comment on Agenda Items 9, 10, and 11.
  

 3   So if you have comment on anything other than that, now would
  

 4   be a time to come and provide public comment.  Do we have
  

 5   public comment in Carson City?
  

 6               MR. GLADSTONE:  Good morning.  My name is
  

 7   Jeremey, J-e-r-e-m-e-y, Gladstone, G-l-a-d-s-t-o-n-e.  I
  

 8   would like to thank the board for the opportunity to speak
  

 9   today.  I will be limiting my comments to Agenda Items 7 and
  

10   9.  I apologize, they're a package deal.
  

11               I will begin with Agenda Item 9, which involves
  

12   early termination of the HHP contract.  To be frank, I am
  

13   surprised that the board's time is being spent once again on
  

14   this matter.  In the September 27th, 2018, meeting,
  

15   Mr. Haycock told the PEBP board regarding the HHP contract,
  

16   "So we are now taking that off the table for the next two
  

17   years because we have an agreement that we negotiated in good
  

18   faith and although Hometown Health may come back after
  

19   negotiations and say we don't want to participate, I'm not
  

20   going to change the game after we have signed the agreement.
  

21   I don't feel that's appropriate negotiations.  I don't think
  

22   that that's appropriate partnership."
  

23               So given these clear statements by Mr. Haycock, I
  

24   reiterate that I am surprised that the board is now spending
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 1   time on this matter.
  

 2               Putting aside Mr. Haycock's contradicting
  

 3   statements, I would like to address my concerns about the
  

 4   proposed recommendation.  The greatest concern with this
  

 5   agenda item is if the board chooses to follow Mr. Haycock's
  

 6   recommendation, you are terminating more than a contract.
  

 7   You are potentially terminating actives to countless doctors,
  

 8   providers, specialists, and facilities that PEBP members have
  

 9   come to rely on.
  

10               I think it is irresponsible to terminate a
  

11   network without a known viable option to replace it.  If
  

12   Mr. Haycock feels that his direct contracting is truly a
  

13   viable and beneficial option, then I would strongly encourage
  

14   the board that he properly vet the process before haphazardly
  

15   enforcing the unknown.  This board and our members deserve to
  

16   see a thorough analysis of the impact this new network will
  

17   bring.  So at a minimum this analysis should include cost and
  

18   premium impact as well as projected member disruption.  This
  

19   analysis is critical to making an informed decision on this
  

20   matter.
  

21               There is no reason for the board to task PEBP
  

22   staff with creating a new network of providers in the short
  

23   span of four months, when we had two years to complete such a
  

24   task, if so desired.  I would highly recommend that the board
                 CAPITOL REPORTERS (775) 882-5322

5



 1   follow the advice of Mr. Haycock from the September meeting
  

 2   and table this agenda item for two years or at least until
  

 3   proper analysis and evidence of the benefits of this
  

 4   recommendation have been presented to the board.
  

 5               In regards to Agenda Item 7, I would like to
  

 6   comment on the proposed five percent salary increase that is
  

 7   presented as part of the 20-21 budget.  This increase was
  

 8   never approved by the board.  This item was discussed on
  

 9   March 22nd and multiple board members requested additional
  

10   information before taking action on this topic.
  

11               In fact, Mr. Haycock stated in regards to the
  

12   additional information requested that, "We'll bring it back
  

13   to you in May and then you can thumbs up or thumbs down us
  

14   and we'll move forward with that.  But we don't want to put
  

15   anything in the budget that you guys aren't aware of."
  

16               I have reviewed the transcript since the meeting
  

17   and the five percent increase.  And additional information
  

18   were never presented to the board for approval.  Regardless
  

19   of Mr. Haycock's directed attempt to circumvent the board's
  

20   authority on this matter, the fact is that the board
  

21   shouldn't award salary increases simply based on anecdotal
  

22   evidence.  This is a decision that should be supported by
  

23   solid data and analysis.  State government job duties and
  

24   salaries are equally available and should have been presented
                 CAPITOL REPORTERS (775) 882-5322

6



 1   to the board in a clear exhibit, including all leadership
  

 2   positions within the state, and not isolated to one or two
  

 3   positions that supported Mr. Haycock's desired outcome.
  

 4               Additionally, a market analysis is not the sole
  

 5   rationale for increasing one's salary.  The board should
  

 6   properly evaluate PEBP staff before granting a salary
  

 7   increase.  Mr. Haycock in the March 22nd board meeting stated
  

 8   in regards to the salary disparity, "I'm not asking to be
  

 9   treated like a special snowflake compared to the rest of the
  

10   state employees across Nevada."
  

11               Mr. Haycock's statement is spot-on and he should
  

12   not get special treatment but should be evaluated like any
  

13   other employee before a salary increase is approved.
  

14               I appreciate the board's time on this matter and
  

15   I strongly encourage each of you to weigh the impact your
  

16   decision will have on PEBP members that you represent as you
  

17   move through today's agenda.
  

18               CHAIRMAN CATES:  Thank you, sir.  If you would
  

19   like to submit those comments for the record, we appreciate
  

20   that.  We are trying to stick to the three-minute time frame
  

21   for all the speakers.  So we'll let you know when you're
  

22   approaching that and let you finish up if you have anything
  

23   in writing that goes over that time.
  

24               Go ahead, sir.
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 1               MR. CHILDRESS:  Good morning.  For the record my
  

 2   name is Jack Childress.  It's J-a-c-k C-h-i-l-d-r-e-s-s.  And
  

 3   I'm representing myself today as an active state employee.  I
  

 4   would like to comment on Agenda Number 9 regarding the
  

 5   network options for plan year 2020 and 2021.
  

 6               In Damon's summary, he states that PEBP is
  

 7   concerned about the inconsistency of HHP's position over the
  

 8   past year and shares his concern, "that at any time HHP could
  

 9   return to the board and testify they're cancelling the
  

10   contract again."  What Damon fails to mention is that the
  

11   whole crisis was entirely caused by his own actions when he
  

12   tried to violate HHP's exclusive contract.  HHP has
  

13   consistently been a good partner and it is due to Damon's ego
  

14   that we are discussing this today.
  

15               Instead of rushing to push HHP out of the door,
  

16   PEBP needs to give the other state agencies time to see that
  

17   contracting directly with providers will even work.  We
  

18   should not arbitrarily cancel HHP's contract based on
  

19   something that, "should increase sufficiency, reduce work
  

20   load, reduce cost, and expedite the process to contract for
  

21   care."
  

22               PEBP needs to wait until HHP's contract runs out,
  

23   and then at that time, if contracting directly with providers
  

24   has been proven to work, end HHP's contract.
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 1               Based on what I observed, I am requesting that
  

 2   the board find a new executive officer who cares more about
  

 3   the members of PEBP than getting Stevie awards.  If this
  

 4   cannot be done, then I would ask the executive officer's
  

 5   yearly evaluations be reinstated immediately.  Thank you.
  

 6               CHAIRMAN CATES:  Thank you.
  

 7               Any other public comment in the north?  And, as I
  

 8   stated before, we're taking public comment on 9, 10, and 11.
  

 9   So if you want to speak to those items, I would ask that you
  

10   wait until those come up on the agenda.  Any other public
  

11   comment in Carson City?
  

12               Any public comment down south?  It doesn't look
  

13   like it.  Okay.  Let's go ahead and close Agenda Item Number
  

14   2.
  

15               Go to Agenda Item Number 3, PEBP board
  

16   disclosures.
  

17               MS. MOONEYHAN:  Thank you, Mr. Chair.  Brandee
  

18   Mooneyhan, Deputy Attorney General.  On behalf of the PEBP
  

19   board members who are eligible for PEBP benefits, this is for
  

20   an ethics disclosure on their behalf.  Seven of the nine
  

21   current board members, all except Members Zack and Verducci,
  

22   are eligible for PEBP benefits, meaning they, their spouses,
  

23   and dependants may receive health, dental, life insurance and
  

24   other benefits through PEBP.
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 1               Agenda Item Numbers 9 regarding the PPO network
  

 2   option, Number 10 regarding voluntary benefit offerings, and
  

 3   Number 11 regarding proposed plan design changes relate
  

 4   directly to the PEBP benefits available to members.
  

 5               When PEBP members vote on their own benefits or
  

 6   benefits of their spouse or dependants, that may trigger a
  

 7   split of retirement, under NRS 281A.420.  Unless any member
  

 8   has anything to add, I offer this as a generic disclosure on
  

 9   behalf of the PEBP board members who are participants in
  

10   PEBP.  I also note the board members can still vote at no
  

11   benefit or detriment to them, including to similarly-situated
  

12   PEBP members.
  

13               CHAIRMAN CATES:  Thank you.  Any questions or
  

14   comments from the members?
  

15               Hearing none, we'll move to Agenda Item Number 4,
  

16   consent agenda.  Do any of the members wish to hear any of
  

17   the items on the consent agenda?  Any discussions on that?
  

18   If not, I'll call for a motion to approve the consent agenda,
  

19   Item Number 7 -- I'm sorry.  4.
  

20               MEMBER FOX:  I will move that you approve Agenda
  

21   Item Number 4.
  

22               CHAIRMAN CATES:  A motion.  Do we have a second
  

23   on the motion?
  

24               MEMBER ZACK:  I'll second the motion.
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 1               CHAIRMAN CATES:  Okay.  We have a motion and a
  

 2   second to approve Agenda Item Number 4.  Any discussion on
  

 3   the motion?  Hearing none, I'll call for a vote.  All those
  

 4   in favor of the motion signify by saying aye.
  

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

 6               CHAIRMAN CATES:  Opposed?  Motion carries.
  

 7               Okay.  We'll close Agenda Item Number 4 and move
  

 8   to Agenda Number 5, Health Claims Auditors quarterly audit of
  

 9   HealthSCOPE.
  

10               MR. CARR:  Thank you, Mr. Chairman.  Members of
  

11   the board, for the record my name is Robert Carr.  I
  

12   represent Health Claim Auditors, Inc.  Excuse me.  I'm still
  

13   out of breath.  That parking lot is a lot bigger than I
  

14   thought.
  

15               Last month, Health Claim Auditors performed an
  

16   audit of claims administered by HealthSCOPE benefits for
  

17   PEBP's first quarter of plan year and fiscal year 2019.  This
  

18   audit utilizes a valid random selection of 500 medical,
  

19   inpatient, outpatient, and dental claims, plus numerous large
  

20   dollar claims audited on a bias basis, which are not included
  

21   within the statistical calculations.
  

22               The random claims are selected in a statistically
  

23   valid process.  And since this was the first quarter for
  

24   administration under the PEBP's new premier plan in claims
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 1   where a small percentage of the total PEBP's claims paid
  

 2   within this quarter were included with the consumer driven
  

 3   health plan, we constructed extra coverage seeking premier
  

 4   plan claims adjudicated by HealthSCOPE to ensure this board
  

 5   and your plan that the benefits were loaded in to the system
  

 6   and paid accurately.
  

 7               The review of these extra claims are considered
  

 8   also as bias claims and audits, can be reported but not
  

 9   included within the statistical calculations against your
  

10   performance guarantees.
  

11               The audit findings for this quarter reflected
  

12   HealthSCOPE passed all negotiated performance guaranteed
  

13   levels, purchasing accuracies, turnaround times, data
  

14   reporting, and customer service levels, with the exception of
  

15   the financial accuracy.  We found that financial accuracy to
  

16   be 98.2 percent for the audited period, below the guarantee
  

17   of 99 percent.
  

18               Our calculation includes one claim that
  

19   HealthSCOPE believes should not be included as an error.
  

20   However, the effect on the financial accuracy calculation of
  

21   this one claim is 0.14 percent, which means the conclusion of
  

22   whether it is included or not does not change the under
  

23   performance of this category.
  

24               The details of reference number 3048, which you
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 1   can review on page 32, is for colonoscopy services rendered
  

 2   on an 11-year-old participant with a diagnosis for disease.
  

 3   He had the test done.  HealthSCOPE paid this claim at a
  

 4   hundred percent of the full volume, per the MPD statement
  

 5   that the first colonoscopy of the plan year will be paid
  

 6   under the wellness contract.
  

 7               We also observed that the MPD also states that
  

 8   PEBP plan coverage for preventive care is to be in accordance
  

 9   with ACA and recommendations by the USPSTF.  And this is --
  

10   And since this was an eleven year old with a definite
  

11   non-routine DX with the addition that the recommendation for
  

12   colonoscopies for persons age 50 and older, we interpreted
  

13   the MPD PEBP benefit language not to include this specific
  

14   situation.
  

15               In this particular circumstance it is our
  

16   recommendation that PEBP consider the penalty for the
  

17   financial accuracy under performance, which we calculate to
  

18   be $34,164.  In addition, we are requesting guidance for
  

19   future applications and adjudications of this unusual
  

20   disputed item with PEBP.
  

21               In respect for all categories covered in its
  

22   audit, the HealthSCOPE adjudication system continues to
  

23   function at a high efficiency level with only ten error
  

24   categories detected during this period.
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 1               We also researched and verified that all previous
  

 2   recommendations approved by this board have been implemented.
  

 3               The identified overpayment dollar volume is at
  

 4   2.9 million dollars.  The highest level in Nevada's history
  

 5   was HealthSCOPE as its medical claims administrator.
  

 6               Year 2018 overpayments have increased primarily
  

 7   as a result of the claims sent for collections due to network
  

 8   pricing adjustments from both major networks within the PEBP
  

 9   statewide network and the overpayments of claims identified
  

10   in the previous audit for participants that were eligible
  

11   with Medicare.  It is important to note that over the most
  

12   current identified overpayments for plan years 2018 and '19
  

13   to date, only 65 -- 65.3 percent of the identified
  

14   overpayment volume were found to be caused by external
  

15   sources and are not a cause of HealthSCOPE adjudication
  

16   process.
  

17               Open subrogation cases remain steady at 4.3
  

18   million dollars with the soft denied claim level increasing
  

19   to $4,624 representing under just 25 million dollars in
  

20   charged value without discounts or benefits applied.  This is
  

21   the highest value for soft denial claims in our history with
  

22   HealthSCOPE.  However, all claims were reviewed and we found
  

23   that all of those claims had legitimate reasons for each
  

24   claim to be denied.
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 1               As for the dedicated personnel assigned to PEBP
  

 2   account changes for this audited period include the claims
  

 3   administration manager, three claims analysts changed and
  

 4   remain at 12 individuals dedicated to PEBP.  And they gained
  

 5   two customer service representatives, for a total of 18
  

 6   dedicated to your plan.
  

 7               The audit detected three issues of concern that
  

 8   are associated with Hometown Health repricing and their prior
  

 9   authorizations of your claims.  Hometown Health has
  

10   contractual obligations utilized for discount rates and
  

11   services repriced by them for PEBP claims that contain
  

12   language in which providers considered a PPO vendor, however,
  

13   display services that they are not authorized to provide
  

14   are -- to be excluded for payment if they are rendered.
  

15               When excluded services are billed by the provider
  

16   and sent for payment to the PEBP plan, HealthSCOPE sends them
  

17   to Hometown for repricing.  These services are repriced and
  

18   identified to Hometown -- by Hometown Health as non-PPO to
  

19   HealthSCOPE for their adjudication processes.
  

20               HealthSCOPE then pays these services as non-PPO
  

21   using the many different resources but using out-of-network
  

22   rates, using UMP reductions, and applying out-of-network PEBP
  

23   benefits versus denying the payment and paying at zero
  

24   dollars.
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 1               This audit detected an example of these claims
  

 2   paid within this issue where the payments exceeded $3500.
  

 3   The provider of which now HealthSCOPE will have to attempt
  

 4   collections and the member will now receive EOB's or
  

 5   explanation of benefits that will reflect those overpayments.
  

 6               To avoid this situation and problems created for
  

 7   PEBP members, we recommend that Hometown Health provide the
  

 8   repricing for services rendered by a PPO provider for
  

 9   excluded services to be allowed at zero dollars or provide
  

10   another alternative versus identifying those claims as
  

11   non-PPO.
  

12               We have also noted but not verified at this time
  

13   that Hometown Health's contracting department may have some
  

14   excluded services within their contracts that would be
  

15   covered under what we call a blanket letter of authorization
  

16   or LOA that their claims repricing personnel are not being
  

17   provided currently.  We recommend that PEBP request HTH to
  

18   verify this possibility and correct it if it is identified
  

19   within their systems.
  

20               The third item concerns the detection of numerous
  

21   EPO claims that had prior authorizations provided to PEBP
  

22   participants by Hometown Health for large prescription drug
  

23   claims to be purchased through Diplomat Pharmacy.  Diplomat
  

24   Pharmacy is a network pharmacy.  However, many of these drugs
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 1   are listed to be purchased through PEBP's specialty drug
  

 2   vendor, Aprio, and to receive a negotiated substantially
  

 3   lower PEBP rates than you had negotiated and Mr. Haycock had
  

 4   negotiated in the past.
  

 5               We recommend that Hometown Health utilize the
  

 6   listing for drugs to be purchased through Aprio that were
  

 7   provided by PEBP for participant authorizations.  Since
  

 8   HealthSCOPE at that time of the audit was holding these
  

 9   claims, it is recommended that PEBP provide advice on how to
  

10   adjudicate these current claims and any future claims with
  

11   this process.
  

12               As a final note, in observance of the skill sets
  

13   and knowledge covered by HealthSCOPE personnel, the analysis,
  

14   procedures, and system that it supplied for your claims, it
  

15   remains our unbiased opinion that HealthSCOPE remains a very
  

16   qualified administrative vendor and a good partner for PEBP.
  

17   Mr. Chair, that concludes my report.
  

18               CHAIRMAN CATES:  Thank you.  Questions, comments
  

19   from the members?
  

20               MEMBER ZACK:  Mr. Chair, Christine Zack for the
  

21   record.  I have a question.  It says that not only should we
  

22   be looking at the USPSTF for recommendation but also the
  

23   Affordable Care Act.  What does the Affordable Care Act state
  

24   regarding colonoscopies?  And are there any recommendations
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 1   out there whatsoever as it pertains to children?
  

 2               MR. CARR:  The answer to the first question is
  

 3   between the two of them obviously the recommendations are for
  

 4   participants 50 and over.  You obviously have a lot of
  

 5   members that are below 50 that we're allowing that for.  It
  

 6   does not apply or we do not see any language for children at
  

 7   all or minors.
  

 8               MEMBER ZACK:  So it's just simply silent about
  

 9   children?
  

10               MR. CARR:  It is, to our knowledge.
  

11               MEMBER ZACK:  So are there recommendations
  

12   anywhere regarding when children should receive
  

13   colonoscopies?
  

14               MR. CARR:  Not to my knowledge.
  

15               MEMBER PACKHAM:  John Packham for the record.
  

16               MEMBER ZACK:  Excuse me.
  

17               CHAIRMAN CATES:  Hang on.
  

18               MEMBER PACKHAM:  I know.  I just was maybe --
  

19               CHAIRMAN CATES:  I know.  But you need to let her
  

20   finish and then I'll recognize you.
  

21               MEMBER ZACK:  So I guess my concern here is that
  

22   it almost seems like we're being asked to make a legal
  

23   determination.  And I guess I feel uncomfortable with that
  

24   parsing out when a child should or should not receive a
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 1   colonoscopy.
  

 2               MR. CARR:  No, ma'am.
  

 3               MEMBER ZACK:  And as a person who has family
  

 4   members that were diagnosed with, for example, Crohn's
  

 5   disease or related diseases when they were still children, I
  

 6   guess I recognize why a colonoscopy for a child would be
  

 7   recommended and why it would be recommended for someone under
  

 8   the age of 50.
  

 9               UNIDENTIFIED SPEAKER:  I apologize.  Las Vegas
  

10   hung up on us.  Sorry about that.
  

11               MEMBER ZACK:  So, I mean, we all bring our
  

12   personal experience to the table here and our professional.
  

13   And so I know that there are times when it would be
  

14   recommended for a child to receive a colonoscopy.  And so I'm
  

15   just trying to figure out there must be guidance somewhere.
  

16               MR. CARR:  And, to be clear, our problem with
  

17   this issue is not the recommendation for the colonoscopy.
  

18   It's the application of the benefit for that application of
  

19   the colonoscopy when there is obviously a DX involved.  So
  

20   our problem with it is not so much the application and the
  

21   recommendation for the colonoscopy.  It's the benefit level,
  

22   whether it should be paid at routine versus medical.
  

23               MEMBER ZACK:  So I guess but it's still -- I
  

24   mean, a colonoscopy can be both for, I assume, assist with
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 1   the diagnosis of Crohn's, for example.  But it's also
  

 2   preventive because people that have Crohn's and other similar
  

 3   diseases are at a higher risk for colon cancer even at a
  

 4   young age.
  

 5               MR. CARR:  It is.
  

 6               MEMBER ZACK:  So it's also preventive.
  

 7               MR. CARR:  Yes.  But if it comes with a DX of
  

 8   preventive then there's no question at all on your benefit
  

 9   plan.  The only question when it comes in when it's a minor
  

10   that's not covered and the language is silent and there is a
  

11   medical DX associated with it.  Then, again, the question is
  

12   should it be paid under a medical benefit or should it be
  

13   paid under a routine benefit.
  

14               MEMBER ZACK:  Okay.  Thank you.
  

15               MR. CARR:  Either way, we want to enforce it,
  

16   whatever the interpretation of the MPD should be.
  

17               CHAIRMAN CATES:  I'm going to go to Damon and
  

18   then Dr. Packham.
  

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

20   Just to echo what Mr. Carr said, I don't think anyone is
  

21   saying that colonoscopies should not be performed on children
  

22   when there is a concern or a diagnosis that needs to be
  

23   achieved.  I think the question is is how should that be
  

24   attributed in the payment system.  Should it be a preventive
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 1   payment paid at a hundred percent or should it be paid at the
  

 2   standard benefit allowable amount and that there's some
  

 3   potential cost sharing between the member and the plan.
  

 4               What I think we don't want to do, and please
  

 5   correct me if I'm misunderstanding, is we don't want to ask
  

 6   every 11-year-old boy to go get a preventive colonoscopy.
  

 7   And so our preventive services, what we rely upon is, you are
  

 8   correct, we don't necessarily want to make a legal
  

 9   determination, is we rely 100 percent on the United States
  

10   Preventive Services Task Force as the recommendations for
  

11   what preventive services should be applied across the nation
  

12   and we have kind of hung our hat on that.  And so if it's on
  

13   the USPTSF(sic) or the United States Preventive Services Task
  

14   Force, that is what we use.
  

15               And what happened, and correct me if I'm wrong,
  

16   Mr. Carr and Ms. Pearson, that the claim came over as a
  

17   diagnostic but it was inaccurately paid as a preventive
  

18   wellness event.  And so for lack of a better term it was a
  

19   clerical error.  It wasn't should that colonoscopy have been
  

20   performed.  It's because it was coded as a standard
  

21   diagnostic event we paid it at a hundred percent as a
  

22   preventive wellness event and that was the error.
  

23               MEMBER ZACK:  Christine Zack for the record.
  

24   Just a follow-up question.  But how much would we have paid
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 1   if it was not preventive?
  

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

 3   That depends on the state at which the person had an
  

 4   accumulative, right?  So if that member -- There is obviously
  

 5   deductibles and co-pay or co-insurance and then out-of-pocket
  

 6   maximums and depending on where that member or that member's
  

 7   family was in that period of time would have been dependent
  

 8   on how much we would have -- We would have paid, what, 80
  

 9   percent of the allowable charges?
  

10               MR. CARR:  I can give you the exact amount.  The
  

11   exact amount, the difference between routine versus the
  

12   medical with everything else Mr. Haycock took in to effect
  

13   with out of pockets and co-pays and deductibles would be
  

14   $429, which was the chargeable amount.
  

15               MEMBER ZACK:  I see it right here.
  

16               MR. CARR:  Yes, ma'am.
  

17               CHAIRMAN CATES:  Sorry, Doctor.  Do you still
  

18   have a comment?
  

19               MEMBER PACKHAM:  John Packham for the record.  I
  

20   was curious if there is an exception for a preventive service
  

21   if there's a family history of colon cancer.
  

22               MR. CARR:  Absolutely.  From an audit standpoint
  

23   in our interpretation of your MPD, if it comes in and you are
  

24   being checked for family history, there's a diagnosis code
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 1   that goes along with that.  Absolutely no question on whether
  

 2   that should be paid routine or medical.  That would be paid
  

 3   routine.
  

 4               CHAIRMAN CATES:  Any other questions or comments?
  

 5   So I think we are looking for a motion to accept the report,
  

 6   including the assessment of a penalty of $34,164.  Any
  

 7   questions for Ms. Pearson?
  

 8               MEMBER ZACK:  Mr. Chair, Christine Zack again.  I
  

 9   have a follow-up point.  We're looking at assessing a penalty
  

10   of $34,000 for a $429 overpayment; is that correct?
  

11               MR. CARR:  That's incorrect.  No.  If I may,
  

12   Robert Carr, Health Claim Auditors.  What we assess on is the
  

13   overall value of the errors for the category of financial.
  

14   $429 is a portion of the 2. -- I don't have the exact number
  

15   here.  It's -- Oh, here it is.  $5,345.  So that's the reason
  

16   I made the statement that the -- If you should decide that
  

17   that should not be included as an error, that would reduce
  

18   the 98 point by 0.14 percent, which would still unfortunately
  

19   be below the 99 percent.  So the 429 is irrelevant to the
  

20   fact -- It wouldn't take them over the 99 percent.  Let's
  

21   just put it that way.
  

22               MEMBER ZACK:  What was the $5,335?
  

23               MR. CARR:  The errors.  The errors that were
  

24   found within --
                 CAPITOL REPORTERS (775) 882-5322

23



 1               MEMBER ZACK:  Got it.  The total?
  

 2               MR. CARR:  Yes, ma'am.  And that's what you gauge
  

 3   the total percentage on.  So the 429 is 0.14 percent of the
  

 4   hundred percent.
  

 5               MEMBER ZACK:  Thank you.
  

 6               MR. CARR:  Yes, ma'am.
  

 7               MEMBER ZACK:  So then the penalty, if I'm
  

 8   calculating this correctly, is almost seven times the amount
  

 9   of the overpayment?
  

10               MR. CARR:  Yes.  Your contract is very clear.
  

11   Basically your contract says that the penalty is 2.5 percent
  

12   for each percentage or fraction thereof below 99 percent.
  

13   And they were less than one percent.  So it would be the one
  

14   percent penalty of the administration fees.  The
  

15   administration fees were supported for this quarter at 1.366
  

16   million dollars.
  

17               MS. PEARSON:  Mary Katherine Pearson with
  

18   HealthSCOPE Benefits for the record.  So I think there was a
  

19   lot of focus on this colonoscopy claim, which clearly was a
  

20   misinterpretation from us regarding benefit.  When you --
  

21   The -- There is one other larger claim, but 3,000-something
  

22   dollars, that made up the majority of the issue, which was
  

23   purely an analyst error and that's what made up the majority
  

24   of the actual error dollar amount.  I think, you know, when
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 1   you look at it from an overall perspective, we missed the
  

 2   performance guarantee.  We've made it every other quarter for
  

 3   many quarters and I think we understand we missed it and we
  

 4   understand why we did and we put in processes and procedures
  

 5   to keep that from happening in the future.
  

 6               MR. CARR:  If I may say in address to your
  

 7   question, Ms. Zack, the $5,300 is a percentage of the valid
  

 8   random selection.  We take pride in giving you a true valid
  

 9   random selection.  So that random selection is done on the
  

10   500 claims.  The 5300 is based on that 500, not on your total
  

11   population.  So you should be able to take our statistical
  

12   1.8 percent and then take that to your total population of
  

13   whatever it is.  So it no longer will be $5300.
  

14               I will tell you that we very much supported your
  

15   relationship with HealthSCOPE because this doesn't happen
  

16   very often where I'm facing you where there is a penalty
  

17   involved.
  

18               MEMBER ZACK:  Christine Zack again for the
  

19   record.  And I seem to recall at a couple of meetings, and
  

20   maybe it was last year or maybe it was this year, that there
  

21   were instances where HealthSCOPE actually saved us money by
  

22   going the extra mile.  And are there bonuses associated with
  

23   that?
  

24               MS. PEARSON:  Mary Katherine Pearson for the
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 1   record.  There are no bonuses that are left in the contract.
  

 2   Those were written out at one point in time.  There were
  

 3   about 1.5 million dollars in savings this quarter in addition
  

 4   to additional savins that we do regarding some of the
  

 5   specialty pharmacy issues and things of that nature.
  

 6               MR. CARR:  And -- Robert Carr, Health Claim
  

 7   Auditors.  I hate to do this.  From an auditor's standpoint.
  

 8   I'm suspicious of the whole world and that's the world I live
  

 9   in.  But I will tell you, there are many, many savings that
  

10   don't show up in my report that are things that we take for
  

11   granted that they do each and every day.  And I can keep you
  

12   here for the rest of the day naming them off if you really --
  

13   that we see from the audits in support.  Again, the
  

14   relationship that you have and all the great things are the
  

15   things they do that save you that don't show up in this
  

16   report.
  

17               MEMBER ZACK:  Thank you.  Mr. Chair, I'm inclined
  

18   to make a motion to assess penalties of the $5,335 figure
  

19   than the 30-some thousand.
  

20               CHAIRMAN CATES:  Okay.  Do we have a second to
  

21   that motion?
  

22               MR. CARR:  If I may make one comment?  I mean,
  

23   you go any way you want.  Statistically, that doesn't bear a
  

24   whole lot of water.  Because, again, the $5,300 is based on
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 1   the 500.  Because you're delivered a valid random selection,
  

 2   you know, you might want to look at zero.  But I'm not sure
  

 3   if the 5300 from our judgment would be justified.
  

 4               CHAIRMAN CATES:  Yeah.  It seems a little random.
  

 5   I mean, it's a lower amount, so I get that, but it doesn't --
  

 6               MEMBER ZACK:  It's based on what the calculated
  

 7   overpayment is?
  

 8               MR. CARR:  Yeah.  From 500 claims.
  

 9               MEMBER ZACK:  And taking in to consideration the
  

10   savings elsewhere.
  

11               MR. CARR:  And that should be looked at.
  

12               CHAIRMAN CATES:  Okay.  So we have a motion.  Is
  

13   anybody going to second that motion?  It looks like the
  

14   motion dies for lack of a second.
  

15               How long has HealthSCOPE been a partner in this
  

16   state?
  

17               MS. PEARSON:  Since 2011.
  

18               CHAIRMAN CATES:  And how many penalties have been
  

19   assessed through this process?
  

20               MR. CARR:  I actually supplied the history for
  

21   that because we're very proud of the relationship again that
  

22   you have.  If you look on page seven, those of you that are
  

23   in black and white, I apologize, it will be in bold black.
  

24   Those of you that have a color one, those that are in bright
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 1   red ink are the ones that are under performances.  And let's
  

 2   see here --
  

 3               MS. PEARSON:  This would be the tenth time that
  

 4   we would have been assessed --
  

 5               MR. CARR:  Since 2011.
  

 6                  (The court reporter interrupts)
  

 7               MS. PEARSON:  Tenth time that a penalty is
  

 8   potentially assessed.
  

 9               MR. CARR:  I Count 29 quarters.
  

10               CHAIRMAN CATES:  I think I personally could go
  

11   either way on this.  I think the contract -- I think a
  

12   penalty is warranted, given the terms of the contract.  And
  

13   if we waive that, I don't know how you characterize that.  I
  

14   guess doing a favor to HealthSCOPE for good partnership.  I'm
  

15   not necessarily opposed to that.  But it seems like if
  

16   there's a penalty to be assessed per the contract that we
  

17   should follow that.  I can go either way and I'll entertain
  

18   any motion that anybody would like to make.  Tom.
  

19               MEMBER VERDUCCI:  Tom Verducci for the record.
  

20   You know, we do have a performance guarantee that is a fail
  

21   here.  And I'm going to move that we accept the auditor's
  

22   report and we do assess the penalty in the amount of $34,164.
  

23               CHAIRMAN CATES:  Okay.  Do I have a second to
  

24   that motion?
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 1               MEMBER LAMBORN:  Leah Lamborn for the record.  I
  

 2   second the motion.
  

 3               CHAIRMAN CATES:  We have a motion and a second.
  

 4   Any discussion on the motion?  Seeing none, I'll call for a
  

 5   vote.  All those in favor of the motion signify by saying
  

 6   aye.
  

 7     (All votes in favor of the motion, except for Member Zack)
  

 8               CHAIRMAN CATES:  Opposed?
  

 9               MEMBER ZACK:  I oppose.
  

10               CHAIRMAN CATES:  Motion carries.
  

11               Okay.  We'll move to Agenda Item Number 6, Health
  

12   Claims Auditors annual audit of Willis Towers Watson
  

13   OneExchange.
  

14               MR. CARR:  Thank you again, Mr. Chair.  Members
  

15   of the board, again, my name is Robert Carr and I'm with
  

16   Health Claim Auditors.  This past September we performed an
  

17   audit of the PEBP retiree health reimbursement arrangement or
  

18   HRA claims administered by Willis Towers Watson for PEBP's
  

19   fiscal year 2018.  The audit was conducted at PayFlex, Willis
  

20   Towers Watson's subcontractor, located in Omaha, Nebraska.
  

21               This audit was conducted with a valid random
  

22   selection of 400 claims and numerous claims audited on a bias
  

23   basis selected from member historical claim files in addition
  

24   to focus audits that were requested by PEBP staff.  Claims
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 1   selected on a bias basis are not included within the
  

 2   statistical performance calculations.
  

 3               Results of the performance guarantees categories
  

 4   reflect that Willis Towers Watson met the agreement metrics
  

 5   for claim processing turnaround times, customer speed to
  

 6   answer, abandonment rates, participant issue response time,
  

 7   and problem resolution time frames.  However, we found that
  

 8   they under performed in two of the guarantees, the first
  

 9   being the 98 percent payment precision guarantee that
  

10   resulted in a 97 percent accuracy.  The second was under
  

11   performance of the 98 percent financial precision guarantee
  

12   with a 95.59 percent accuracy for the plan year.  Any and all
  

13   disputed claims between HCA and Willis Towers Watson within
  

14   the valid random selection does not change the final under
  

15   performance measurement results of these two categories.
  

16               The penalty for under performance is to be two
  

17   percent of the administration fees paid by PEBP for the
  

18   12-month period audited for each of these categories.
  

19               Willis Towers Watson, which was originally
  

20   contracted with PEBP as Extend Health, has been your
  

21   administrator of HRA claims for the primary providers since
  

22   July of 2011.  Over this period, our audits have served
  

23   numerous significant improvements in the administration of
  

24   your plan, which have also been reflected in the results of
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 1   the participant surveys, which reflect increases in the
  

 2   customer satisfaction of the ability to find resolutions,
  

 3   care and concern, and overall satisfaction with the greatest
  

 4   improvements in the participant's recommendation that they
  

 5   would work with the customer representative again.
  

 6               This period we found many of the internal
  

 7   adjudication processes to be performed at better levels than
  

 8   in past audits.  However, research of operations and claims
  

 9   during this audit have detected a few important issues.  Of
  

10   the 11 different types of errors detected, we found the
  

11   errors with the most concern are those concerning duplicate
  

12   premiums paid, claims paid without the proper documentation,
  

13   and claims incorrectly denied.  It is our opinion that
  

14   overpayments have become a serious concern, as identified
  

15   overpayments are now outpacing successful collections.
  

16               Overpayments were found to be $802,455.47 at the
  

17   end of plan year 2018, representing 1,400 -- 549 claims.
  

18   This amount is an increase of 249 claims or 19.1 percent,
  

19   representing an increase of $18,177 from plan year 2017
  

20   totals.  Causes of overpayments vary from rescinding funds
  

21   from PEBP, reimbursement errors, to issues with their
  

22   contracted carriers.
  

23               And as we are all aware, collections from
  

24   overpayments become very difficult to collect when they age
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 1   more than two years.  Currently of the 1,549 claims, 1,174 or
  

 2   76 percent of them representing 675,400 -- 143 dollars and 79
  

 3   cents in overpayments are greater than that two years of age.
  

 4               An issue detected in previous audits as well as
  

 5   in this audit concern the date of entry services in to the
  

 6   PayFlex system.  It is our opinion that the exact dates of
  

 7   coverage should be entered in to the adjudication system in
  

 8   order for the system to properly detect issues such as
  

 9   possible duplicates.  Examples of this is when a carrier
  

10   bills for multiple months, say, July 1st -- January 1st
  

11   through March 30th.  It's entered in to the PayFlex system as
  

12   January 1st to January 1st.  Then the system cannot detect a
  

13   possible duplicate if the carrier or participant requests for
  

14   an individual month in that same period of time such as
  

15   February.
  

16               It is our opinion that this operational procedure
  

17   has caused the system be delinquent in its ability to detect
  

18   duplicates like those identified and reported within our
  

19   audit.
  

20               PEBP staff requested 14 focus audits with
  

21   concerns or complaints received from your participants.  Of
  

22   the 14, 12 participants were reported as eligible in June
  

23   2018 but not enrolled in programs even though most had
  

24   Tri-Star as a sponsor.  Of these, we found that only one case
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 1   was an error caused by PayFlex where the incorrect social
  

 2   security number was entered in that June of 2018 but it
  

 3   created two files for the same individual.  And unfortunately
  

 4   the fund provided for this individual was not linked to both
  

 5   files.
  

 6               One participant enrolled in June of 2018.
  

 7   However, for causes unknown, the carrier did not receive
  

 8   their enrollment.  Willis Towers Watson did engage this
  

 9   problem in August and resolved it the following month in
  

10   September.
  

11               The last of the 14, the participant became
  

12   eligible for funding in May of 2018 with PEBP's eligibility
  

13   vendor sending the information within every monthly file from
  

14   May through September.  The files reviewed at PayFlex did not
  

15   reflect the true cause of this error.  However, the funding
  

16   for the May through September period was deposited finally in
  

17   September in to their system and all pending claims were
  

18   reimbursed within two days afterwards.  We found that all
  

19   claims that we researched for delinquent or error were found
  

20   to be corrected by PayFlex and currently in good status
  

21   conditions.
  

22               During a previous PEBP board of directors
  

23   meeting, the Willis Towers Watson representative was quoted,
  

24   the average annual amount of commissions they receive for
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 1   each individual enrolled was $300.  Mr. Haycock requested
  

 2   that we validate the commissions provided by Willis Towers
  

 3   Watson for each audited period thereafter.  The statement
  

 4   received from Willis Towers Watson reflects that they
  

 5   received a total of $3,100,273.79 in commissions for PEBP
  

 6   plan for year 2018.
  

 7               Mr. Chair, in conclusion, it is our unbiased
  

 8   opinion that metric measurements for this audited period were
  

 9   equal to or better than the agreed values within the service
  

10   performance standards related to the HRA services agreement
  

11   attachment and with the exclusion of the under performance of
  

12   the claim processing payment precision guarantee and the
  

13   under performance of the claimed financial precision
  

14   guarantee.
  

15               We recommend that PEBP collect the penalty for
  

16   the under performance in this category which we calculate at
  

17   $15,282.  We are recommending that Willis Towers Watson
  

18   continue the reporting to PEBP that displays the true cause
  

19   and reason for each overpayment and provide an operational
  

20   process for prompt collections.  We also recommend that these
  

21   collection processes include reporting to you to help
  

22   quantify and to aid in identifying the responsible party of
  

23   the overpayment source.
  

24               We favorably find and appreciate the Watson
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 1   Towers Willis and PayFlex procedural and system changes since
  

 2   our last audit and we look -- and also the promise actions
  

 3   that resolve the problem with the service date and look
  

 4   forward to auditing those on the next audit.
  

 5               With that, Mr. Chair, that concludes my report.
  

 6               CHAIRMAN CATES:  Thank you.
  

 7               MR. GARCIA:  This is Chris Garcia with Willis
  

 8   Towers Watson individual market place.  We certainly
  

 9   appreciate Mr. Carr's audit of our system.  We acknowledge
  

10   that there have been some errors that we are working on
  

11   improvements.  You'll notice in the audit report that there
  

12   is a mention that PayFlex has applied a real time duplicate
  

13   added that we believe will produce greater accuracy in
  

14   detecting possible duplicate of issues of reimbursement.  The
  

15   loss will be instituting a change in the entry of multiple
  

16   month premium requests.  Current policies are breaking
  

17   multiple month premium requests in to separate, which I'm
  

18   sure will be expanded to include those requested from third
  

19   parties as well.
  

20               So we're definitely moving in the right
  

21   direction, as Mr. Carr mentioned, and look forward to any
  

22   questions that you might have.
  

23               CHAIRMAN CATES:  Thank you.  Any questions or
  

24   comments from the members?
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 1               MEMBER ZACK:  Mr. Chair, Christine Zack.  Just a
  

 2   brief comment.
  

 3               CHAIRMAN CATES:  Go ahead.
  

 4               MEMBER ZACK:  So I just want to make sure I
  

 5   understand.  The identified overpayments are up to almost a
  

 6   million dollars, over $800,000, but the penalty is 15,000?
  

 7               MR. CARR:  The two issues are not correlated.
  

 8   The overpayments are at $802,000.  The $15,000 penalty is
  

 9   based on the two percent of administration fees paid by PEBP
  

10   to Willis Towers for plan year 2018 for two categories.  The
  

11   first being the payment accuracy, which is the number of
  

12   claims paid.  And the second being the financial -- That's
  

13   the representative of those dollars paid for the claims.  So
  

14   the two -- The overpayment is a different issue from the
  

15   penalty.  They aren't penalized for the overpayments
  

16   themselves.
  

17               We do have a major concern with the amount of
  

18   PEBP's money that's hanging out there, the $802,000, but the
  

19   two aren't correlated.
  

20               MEMBER ZACK:  Was the previous issue with
  

21   HealthSCOPE an overpayment?
  

22               MR. CARR:  Overpayment?  It was an error
  

23   overpayment.  There's a difference.  Overpayments -- Well,
  

24   overpayments -- not to go -- to rescind, but overpayments --
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 1   identified overpayments for your medical plan are in the
  

 2   millions of dollars, okay.  And that would -- Okay.  That is
  

 3   actually -- That's soft denied.  Excuse me.  I've got to look
  

 4   it up here.  Let's see here.  I'm sorry.  I think it was --
  

 5   Here we go.  Identified overpayments are 2.9 million dollars
  

 6   for your medical plan.
  

 7               MR. GARCIA:  This is Chris Garcia with Willis
  

 8   Towers Watson.  So I think there might be a missing of the
  

 9   understanding of how an HRA overpayment occurs.  So, for
  

10   example, typically if you think about how your plan, the PEBP
  

11   plan, is designed, we receive -- participants receive monthly
  

12   allocations.  And based off of claims that have been
  

13   submitted, as soon as that allocation is applied to their
  

14   account at the first of the month, they could receive
  

15   immediate reimbursement for that.  So let's say you have a
  

16   participant, Mr. Smith, he's receiving allocations of $200
  

17   per month and he has claims that have been set up for
  

18   reoccurring reimbursement every month, say, Medicare part B
  

19   claim and Medigap and then his prescription plan premium as
  

20   well that are more than $200 total.  So as soon as that
  

21   allocation hits his account, we are going to reimburse him
  

22   because we've got those plans that have been approved and set
  

23   up for reoccurring on a monthly basis for ease of use of the
  

24   participant.
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 1               So let's say the participant passes away but the
  

 2   family member doesn't notify PEBP until three months after
  

 3   the person passes away and we don't receive the updates from
  

 4   PEBP's file that was really filed until, say, three and a
  

 5   half months after the person passed away.  In that meantime,
  

 6   they've had three months of claims, possibly four months of
  

 7   claims, that have been automatically reimbursed to the
  

 8   account.  Maybe they have direct deposit set up or sending
  

 9   them a check.
  

10               When we get the update, we then go back and
  

11   reverse those allocations that were loaded to the account up
  

12   to the date of death.  And all of those claims that were paid
  

13   from his allocation get denied.  So that's a common scenario
  

14   that we see with overpayments.  So a lot of it is a timing
  

15   issue and some of it comes down to notifications from
  

16   carriers where the person gets enrolled.  There's timing
  

17   involved there as well.  So it's giving you an idea of how
  

18   overpayments can be created.
  

19               And when you look at the report on page eight,
  

20   the audit report, you'll see the chart.  One thing that I
  

21   find interesting, and I would like the board to look at, when
  

22   you look at overpayments is the decrease in the number of
  

23   overpayments year over year.  And the decrease in the amount
  

24   of the overpayments.  So plan year 2018 we had 153
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 1   overpayments but only $50,000 worth.  When you look at the
  

 2   very first year of the plan back in 2012, 341 overpayments
  

 3   for almost $217,000.  So I just wanted to show that to you
  

 4   and explain kind of how the overpayments typically occur on
  

 5   the system.
  

 6               MEMBER ZACK:  Thank you.
  

 7               MR. GARCIA:  You're welcome.
  

 8               CHAIRMAN CATES:  Is there questions or comments
  

 9   from the board?  Seeing none, I'll entertain a motion.  Oh,
  

10   I'm sorry, Damon.  Go ahead.
  

11               MR. HAYCOCK:  Thank you, Mr. Chair.  For the
  

12   record, Damon Haycock.  One of the things that I don't want
  

13   the board to necessarily gloss over is the fact that Willis
  

14   Towers Watson's contracted third party administrator,
  

15   PayFlex, is responsible for missing payment accuracy and
  

16   financial accuracy two years in a row.  And in my state
  

17   finance world, not paying payments accurately or being
  

18   financially accurate, we would be considered to have
  

19   misappropriated state funds, right.  But I don't take these
  

20   types of penalties lightly.  I know we were very vocal and I
  

21   was very vocal last year at this time when we discussed this.
  

22   PEBP has reached out to Willis Towers Watson and we have
  

23   started the process to really finalize a solution.  Because
  

24   it makes no sense for us to have performance guarantees if
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 1   every year folks are going to fail them and we just keep
  

 2   moving forward.
  

 3               And, Chris, I'm going to give you some of the
  

 4   limelight if you want to talk a little bit about what you
  

 5   feel comfortable where we're at in that process, I'm willing
  

 6   to support that.
  

 7               MR. GARCIA:  Actually -- Chris Garcia with Willis
  

 8   Towers Watson individual marketplace.  So we have a internal
  

 9   Willis Towers Watson HRA platform called benefits accounts
  

10   that we acquired from a company called Eclaris.  And we
  

11   acquired them back in 2015.  And we have started
  

12   transitioning clients from the PayFlex platform over to the
  

13   benefits accounts platform starting in 2017.  And we are
  

14   looking to work with PEBP and look to transition PEBP's HRA
  

15   administration platform from PayFlex to benefits accounts.
  

16   We're targeting October of 2019.  And it's an internal -- So
  

17   one of the benefits -- I'll go through the benefits with you.
  

18               The benefits of doing the transition is all the
  

19   customer service is in house, so when a participant contacts
  

20   us, they're not getting transferred to a third party
  

21   administrator.  It's all handled by our own Willis Towers
  

22   Watson's customer service representatives.  They can look at
  

23   claims issues.  They can respond directly through them.  And
  

24   we're seeing with the clients that have transitioned over
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 1   from PayFlex to benefit accounts a higher customer
  

 2   satisfaction rate.
  

 3               One of the other things -- One of the other
  

 4   benefits of doing the transition is we can have more control
  

 5   over claim processing measures and claim processing
  

 6   procedures.  We are working with PayFlex on those procedures
  

 7   right now.  But having it within our own internal platform
  

 8   will be able to manage that even more closely.  So those are
  

 9   just some of the benefits with doing the transition.  I don't
  

10   know, Damon, if you want to go in to anything else.
  

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

12   Thank you, Chris.  When you internalize or bring an outsource
  

13   process in house, you're no longer paying overhead or profit
  

14   to a third party.  So naturally that means that the cost
  

15   should be reduced.  And so we are working on finalizing a
  

16   significant cost reduction to what PEBP pays in
  

17   administrative fees to Willis Towers Watson.  And once we
  

18   have that inked down, we will bring it back to the board.
  

19   We're hoping either in January or March because there's time
  

20   for a July 1 transition to really showcase some cost savings
  

21   through this measure as well as some improvements to these
  

22   performance guarantees.  So there's an opportunity to
  

23   drastically reduce what we pay as a program for these HRA
  

24   administrative fees and then be able to hold one entity
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 1   accountable for the entire process.
  

 2               Again, we're not moving forward without board
  

 3   direction.  Everything will be brought back to the board
  

 4   transparently for you to make a decision, but we are doing
  

 5   the labor in the background to ensure that we've done all of
  

 6   the appropriate analysis of the recommendations.
  

 7               As a side note, Willis Towers Watson approached
  

 8   PEBP and approached me last year and said we have this
  

 9   program.  I mentioned I didn't want to be the guinea pig.  I
  

10   wanted them to work this out with other entities, other
  

11   businesses, and once they found success then we would be able
  

12   to capitalize on that and not have to go through that
  

13   honeymoon phase with them.
  

14               So we feel that this is an opportunity.  We will
  

15   flush it out more later.  But we want you all to recognize as
  

16   the board and public and stakeholders that it is never okay
  

17   with PEBP that our partners miss performance guarantees and
  

18   especially when they are payment and financial accuracies.
  

19   And to add the cherry on top missing them two years in a row
  

20   is 100 percent unacceptable to us.  We imagine it is
  

21   unacceptable to you as a board and we are addressing it very
  

22   quickly and collaboratively with our partner.
  

23               CHAIRMAN CATES:  Thank you, Damon.
  

24               Any other questions or comments?  So, good
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 1   report, good discussion.  We have a calculated penalty of
  

 2   $15,282.  I'll entertain a motion.
  

 3               MEMBER LAMBORN:  Leah Lamborn for the record.  I
  

 4   make a motion that we accept the audit report and assess the
  

 5   penalty of $15,282.
  

 6               CHAIRMAN CATES:  Thank you.  We have a motion.
  

 7   Do we have a second on the motion?
  

 8               MEMBER FOX:  I'll second the motion.  Linda Fox.
  

 9               CHAIRMAN CATES:  Thank you.  We have a motion and
  

10   a second.  Any discussion on the motion?  Seeing none, I'll
  

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

12   by saying aye.
  

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

14               CHAIRMAN CATES:  Opposed?  Motion carries.
  

15               Agenda Item Number 7, presentation on PEBP's
  

16   fiscal year 2020/21, agency request budget.
  

17               MR. HAYCOCK:  Damon Haycock.  Before Tena gives
  

18   this report, this is in response to stakeholder requests that
  

19   we really go in to some of the details of our agency request
  

20   budget.  The agency request budget is considered no longer
  

21   confidential as of October 10th and it is available on the
  

22   governor's finance office website for review.  However, it is
  

23   in line item detail and it is described in a manner which may
  

24   not be as receptive to the average layman or Nevadan.  And so
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 1   what we wanted to do is to provide an overview and a synopsis
  

 2   of our budget.  It does not go in to every nitty-gritty
  

 3   detail.  But it does capture the elements that we use to
  

 4   build the budget and it mirrors what we presented to you
  

 5   conceptually in May for the board to approve as we built it.
  

 6   And, with that, I'll turn it over to Tena.
  

 7               MS. GLOVER:  Good morning.  Celestena Glover for
  

 8   the record.  So in May, as Damon said, we brought forth our
  

 9   budget framework and included many of these items that you
  

10   will see in the report.  That framework was approved by the
  

11   board at that time and the result of that is our agency
  

12   request budget, which is what I'm going to discuss today.
  

13               So I will briefly read the first two paragraphs
  

14   and then the rest I'll just kind of summarize.  You can see
  

15   the detail in the various paragraphs.
  

16               So PEBP's budget request was submitted to the
  

17   governor's office on August 31st, 2018, as required by
  

18   statute.  It totalled 1.1 billion dollars for the biennium.
  

19   That's fiscal years 2020 and 2021.  It references a 15
  

20   percent increase over fiscal years 2018 and 2019, which was
  

21   approved at 953 million dollars.  The increase is a result of
  

22   increased enrollment, medical inflation, and adjustments to
  

23   required reserve levels to meet our requirement to maintain a
  

24   fully solvent and funded reserve plan.
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 1               The overview, basically our budget request
  

 2   includes a dollar per year of service per month for Medicare
  

 3   retirees on the Medicare exchange.  So that will increase
  

 4   them from 12 dollars a month currently to 13 dollars for
  

 5   2020, excuse me, and up to 14 dollars in 2021.  We requested
  

 6   the full-time legal counsel position, a five percent salary
  

 7   increase for executive staff, and we're asking to reclassify
  

 8   financial analyst position to the administrative services
  

 9   officer two.  And the details are in this report.
  

10               Enrollment projections, the table below, this is
  

11   on page two of the report, shows you what our actual average
  

12   enrollment was for 2018, projected enrollment at the time
  

13   that we submitted our budget for 2019, and then the
  

14   enrollment we've included in 2020 and 2021.  You'll see that
  

15   in 2021 total enrollment over plan year 2019 was 2.18
  

16   percent.  In fiscal year '21 over 2020 is an increase of 0.65
  

17   percent.  We will continue to look at enrollment and update
  

18   those projections as we go through the budgeting process.
  

19   That will include governor's recommended budget and right in
  

20   to the legislative way proof budget.
  

21               Our medical inflation, we worked with Aon to
  

22   determine what we would use in our agency request budget.  We
  

23   used six percent medical inflation, which is pretty standard
  

24   for PEBP, eight percent for RX, which is prescription drug,
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 1   and three percent for dental.  We also used six percent for
  

 2   the HMO inflation just to be consistent with what we've
  

 3   included in the self-funded plans.
  

 4               There was no increase to the life insurance
  

 5   premiums.  We actually had a decrease.  So that's why you see
  

 6   zero percent inflation there.  And then we requested from
  

 7   Willis Towers Watson their expected and projected inflation
  

 8   for the Medicare advantage, Medigap plans and prescription
  

 9   drug plans.  And they range essentially from three to five
  

10   percent for advantage plans, one to four percent for Medigap
  

11   plans, and four to six percent in prescription drug plans.
  

12   And that is what drove our request for the increase in the
  

13   Medicare HRA.
  

14               Next, we talk about reserves.  So we are required
  

15   to maintain reserve levels to ensure the plan remains
  

16   solvent.  Those reserves include the health reimbursement
  

17   arrangement, which is essentially reserves to cover the
  

18   balances that are being carried by our members in their
  

19   account, incurred but not reported.  INB -- I can talk today.
  

20   IBNR or IBNP, we are looking at an increase to 54.4 million
  

21   in the first year and 57.5 million in the second year.  Part
  

22   of this increase is because we now have the EPO plan, which
  

23   is another self-funded plan.  So our reserves cover both our
  

24   consumer driven health plan and the EPO plan.
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 1               Catastrophic reserves, again, we're looking for
  

 2   them to increase to 42.8 million in the first year and 45.8
  

 3   million in the second year.  Part of the reason for that
  

 4   increase again is the self-funded EPO plan.
  

 5               And then our health reimbursement arrangement,
  

 6   these numbers have been pretty steady.  They've been ranging
  

 7   from 34 to 36 million.  So we have them currently at 35.4
  

 8   million in the first year and 37.2 million in the second
  

 9   year.  Any questions?
  

10               So our maintenance decision units, we use these
  

11   to make adjustments to our budgets.  And the maintenance
  

12   decision units will include things such as medical inflation,
  

13   our statewide inflation.  So these are assessments we pay to
  

14   the state for various services.  Our reserves to include our
  

15   IBNR catastrophic and HRA reserves, the Medicare HRA
  

16   increase, adjustment to our base budget.  So this is a
  

17   technical portion of developing the budget for the year.  And
  

18   then we also look at enrollment changes.  We refer to these
  

19   as inflation decision units.  But it could be inflation or
  

20   deflation.  So if we in the case of the M150 adjustment, the
  

21   67 million dollars without the Hometown Health HMO contract,
  

22   that was what drove that significant decrease.
  

23               So our total in maintenance decision units was
  

24   13.4 million over FY 18 in the first year and 50.8 million in
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 1   the second year.  Again, this is over FY 18.
  

 2               In developing our budget we have to determine
  

 3   what we need in revenues in order to pay the bills.  And a
  

 4   big portion, the majority of our funding, actually comes from
  

 5   state subsidies.  The next largest portion comes from
  

 6   premium.  The premium is driven by the rates and what
  

 7   subsidies we are approved for by the legislature.  So what we
  

 8   have included in our report is 772 for employee subsidies and
  

 9   814 in the second year for employees.  Pre-Medicare retirees
  

10   we have it at $472.  And this is a monthly amount.  And then
  

11   $492 in the second year.  And then we'll see the Medicare
  

12   HRA, which is 195.  That's an increase of a dollar.  This is
  

13   a 15-year retiree.  So they would receive $195 per month in
  

14   the first year and $210 per month in the second year.
  

15               Our total increase for subsidies overall was 45.7
  

16   million dollars over the current biennium.  And you'll see
  

17   that in the state subsidy table where you'll see the amounts
  

18   of 234 million in the first year, 257 million in the second
  

19   year for the employee group insurance, and then RGI, which is
  

20   the retiree group insurance, you'll see at 52 million and 59
  

21   million respectively.
  

22               That is the basis of our budget for essentially
  

23   what we need to keep our plan moving forward and provide the
  

24   services that we are required to provide by statute.
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 1               The next thing I'm going to talk about is
  

 2   enhancement decision units.  We discussed this in our budget
  

 3   framework.  And with the comments that were made during that
  

 4   time, we developed our budget accordingly.  The first thing
  

 5   on our list is the full-time general counsel.  We did work
  

 6   with the attorney general's office to attempt to get a
  

 7   full-time DAG.  Deputy attorney general.  Sorry.  And we
  

 8   weren't able to come to a final conclusion.  So we decided to
  

 9   go ahead and move forward with the request for a legal
  

10   counsel position.
  

11               Secondly, on the classified staff pay raises, we
  

12   did look at other similar positions around the state to
  

13   compare the executive staff salaries with those other
  

14   positions within the state.  We tried to use agencies that do
  

15   similar work to PEBP, which obviously is very difficult.
  

16               And after reviewing that, we found that the
  

17   positions within PEBP make anywhere from 12 to 25 percent
  

18   less than most of those positions.  And we felt that it was
  

19   appropriate to them to request a five percent increase.  This
  

20   is five position within PEBP.
  

21               Last, we've got the reclassification of the
  

22   financial analyst to an administrative services officer two
  

23   position.  There was discussion about the financial analyst
  

24   position and what their purpose was.  Initially, they were
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 1   brought on to be an actuary.  That position has not been used
  

 2   in that capacity.  It has really been used as an assistant to
  

 3   the chief financial officer, which is my position.  And
  

 4   ideally that person would be part of our succession planning.
  

 5   When I leave the agency, that person should be ready whether
  

 6   permanently or temporarily to take over the duties.  So we
  

 7   felt like the ASO two was a more appropriate classification.
  

 8   It also will help us with retention as well as succession
  

 9   planning.  It's hard to get unclassified positions filled.  A
  

10   lot of state employees are not comfortable in the
  

11   unclassified positions.  And an ASO two is a classified
  

12   position.
  

13               And, finally, equipment replacement.  This is
  

14   standard around the state.  We use a state schedule for
  

15   replacing our IT equipment.  And you'll see in the table
  

16   right below that the total cost for each of these, we
  

17   currently are utilizing excess reserves to pay for the full
  

18   time general counsel, the unclassified staff pay increase,
  

19   and the reclassification of the financial analyst position.
  

20   That's why you see zero dollars in the first year.  The
  

21   equipment replacement comes in at $169,000 for IT equipment.
  

22   And then in the second year for the first three where you see
  

23   a negative dollar amount on two of them and a positive dollar
  

24   amount in the other, it's just how we adjust reserves from
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 1   the previous year and carry it forward.  Again, it's a
  

 2   technical piece of budget building.  And then $164,000 for IT
  

 3   equipment in the second year.  With that, I'll take any
  

 4   questions.
  

 5               CHAIRMAN CATES:  Thank you.  Damon, you have some
  

 6   comments?
  

 7               MR. HAYCOCK:  Yeah.  For the record, Damon
  

 8   Haycock.  And thank you for the overview, Tena.  That was
  

 9   excellent.  She has the same cold that I do, so please
  

10   forgive us.
  

11               I want to address something that was said at the
  

12   beginning of the meeting today because it was very powerful
  

13   and I want to ensure that transparency rules the day.  So you
  

14   did hear in public comment today that the board may not have
  

15   approved one of our enhancement units.  However, if you go
  

16   back and look at the May 24th board meeting agenda, number
  

17   five, the board meeting agenda number five is for the budget
  

18   framework.  And if you look at that same posted website for
  

19   our board meeting, you'll also see that in the action minutes
  

20   that our budget framework was passed unanimously.  There was
  

21   a caveat that was added.  I remember this very, very vividly
  

22   because I will never make this mistake again.  But I managed
  

23   to try to tie our budget request to the HR working group,
  

24   which was not appropriate, and so that was eliminated.  But
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 1   there was conversations.  Just so that the stakeholders in
  

 2   the audience will know, if you don't remember, Mr. Shippey
  

 3   from the board here made comment at that meeting saying that
  

 4   he would be -- he would only be in favor of providing the
  

 5   executive officer a pay increase if the executive officer was
  

 6   evaluated to ensure that there was transparency.  I firmly
  

 7   support that.  And as I have always said and will continue to
  

 8   say, I am prepared to be evaluated at any time, at any place,
  

 9   for any reason.  Everything I do is as a civil servant to the
  

10   state in this program.
  

11               And so this budget was approved, the framework
  

12   was, but because of confidentiality requirements, we couldn't
  

13   share the exact numbers, which is what we're doing here
  

14   today.  But please recognize that this is only step one in
  

15   the budget process.  If every agency that got to submit their
  

16   agency request got everything they wanted, it would be a much
  

17   different economic outlook in the State of Nevada.  We are
  

18   working diligently with the governor's finance office to help
  

19   prepare the governor's recommended budget, which we cannot
  

20   talk about, because that is confidential until the State of
  

21   the State address generally on January 15th.
  

22               So once that State of the State address is final
  

23   and the governor's recommended budget is available and no
  

24   longer confidential, conveniently, we will have another board
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 1   meeting a few weeks later and we will present to you what the
  

 2   difference was between what the governor recommended budget
  

 3   was and what our agency request was, so everyone can see
  

 4   transparently what happened.  And hopefully that provides a
  

 5   level of comfort in what PEBP is doing, so you know what we
  

 6   asked for and what we ended up getting.  Please recognize
  

 7   that if we don't get something we ask for, it isn't a knock
  

 8   on or a negative against the governor's office.  We are part
  

 9   of the state and part of the executive branch and we all need
  

10   to balance.  And, with that, I know Tena will take any
  

11   questions and so will I.
  

12               CHAIRMAN CATES:  Thank you, Damon.  I'll just
  

13   follow on your comments a little bit.  I certainly remember
  

14   the discussion about pay very well.  I don't think that
  

15   anything you presented here wasn't consistent with the
  

16   framework.  We did have a lot of discussions about the HR
  

17   working group.  And just to reiterate that, we know that pay
  

18   particularly for higher level positions is with the state,
  

19   it's not competitive.  And we struggle with that.  And the HR
  

20   working group has looked at that issue and made multiple
  

21   recommendations to the governor to consider.  The governor's
  

22   budget is confidential.  I don't know what they're going to
  

23   be able to do with those.  But I think this is certainly
  

24   consistent with the concern that we have across the State
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 1   from a salary perspective.
  

 2               I did have one question for Tena.  On the M150
  

 3   adjustment to base budget, the 64 million dollar increase --
  

 4   or 67 million dollar decrease, I mean.  It just seems really
  

 5   large.  And I understood you having to say it did with the
  

 6   health plan, the HMO, Hometown Health HMO going away.  Can
  

 7   you explain that?  It just seems like a big change.
  

 8               MS. GLOVER:  So this is Celestena Glover for the
  

 9   record.  Yes.  The Hometown Health contract for the HMO
  

10   services was a huge part of the M150 adjustment.  When you're
  

11   paying over $800 a month per person for a single person on
  

12   the plan and you no longer have that contract, you zero it
  

13   out, and that's essentially where we are.  This also includes
  

14   some other adjustments overall.  But the majority of the 67
  

15   million dollars is the Hometown Health contract.
  

16               CHAIRMAN CATES:  Wow.  So is that just the -- So,
  

17   I mean, we're still paying claims on these people.  Does that
  

18   67 million roughly equate to overhead per member per month
  

19   fees to Hometown Health?
  

20               MS. GLOVER:  I'll say yes to that.
  

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

22   want to draw your attention to the line below it, state
  

23   enrollment changes.  So if you remember when we build
  

24   budgets, we build them based off of the base year.  The base
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 1   year for us was 2018.  But the board made the decision
  

 2   correctly to change the health plan from the HMO in the north
  

 3   to our own EPO plan.  So as an accounting function we need to
  

 4   eliminate the HMO costs which were primarily the premiums we
  

 5   were shooting over to Hometown Health.
  

 6               CHAIRMAN CATES:  Right.
  

 7               MR. HAYCOCK:  And then we needed to increase our
  

 8   enrollment because we absorbed the EPO plan, right, because
  

 9   we created it.  And so you're seeing a money-out money-in
  

10   type of thing.  Now, that's not a hundred percent of those
  

11   categories, but it's a big portion of it.  So this is really
  

12   just an effort in accounting.  It wasn't a major change to
  

13   the program that you all haven't already approved this time
  

14   last year.
  

15               CHAIRMAN CATES:  Okay.  Thank you.  That helps.
  

16   I didn't recognize that as at least a partial offset.  That
  

17   makes sense.  Thank you.
  

18               Any other questions or comments?
  

19               MEMBER VERDUCCI:  Tom Verducci for the record.  I
  

20   had a question for Celestena.  On the state subsidy Medicare
  

21   HRA reimbursement for the subsidy, I notice it's flat for the
  

22   plan year 2018 and 2019 at $180.  As we get in to 2020 and
  

23   2021, we go up to 195 and then 210.  What's causing those
  

24   numbers to go up?  Is that due to inflation?  What would be
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 1   the driving force to see the increase and how confident do
  

 2   you think those numbers are going to stay the same?
  

 3               MS. GLOVER:  So this is Celestena Glover for the
  

 4   record.  So during the legislative session in 2017 we did not
  

 5   request any increase for the Medicare exchange.  So the $180
  

 6   represents $12 per month per year of service for a 15-year
  

 7   retiree.  If you have less years of service, obviously you
  

 8   receive less funding.  And if you have more years of service,
  

 9   you receive more.  And we cap it at 20 years maximum.
  

10               So we requested projected inflation and we looked
  

11   at, you know, historically what we've done with our Medicare
  

12   retirees.  And we just felt like it was appropriate to
  

13   request an additional dollar in the first year.  So that
  

14   takes us from $12 a month to $13 a month per year of service.
  

15   That's 195 for a 15-year retiree.  And then an additional
  

16   dollar the next year, which takes them to $14 a month.
  

17   That's what the $210 represents.
  

18               As far as being confident that it will stay like
  

19   this, I'm never really confident on our numbers staying where
  

20   we put them.  We will continue to look at it.  We will work
  

21   with the governor's office of finance to determine if any
  

22   changes are needed and then obviously it's up to the
  

23   governor's office to determine what they're going to put
  

24   forth in the governor's recommended budget.
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 1               MEMBER VERDUCCI:  Thank you.  Very good report.
  

 2               MEMBER ZACK:  Thank you, Mr. Chair.  Christine
  

 3   Zack for the record.  I just wanted to weigh in again on the
  

 4   salary increases.  I remember clearly the words that I used
  

 5   back in May and that's the pay for state employees here is
  

 6   abysmal.  And I say that not just as someone who has spent a
  

 7   lot of time in the private sector but as the daughter of
  

 8   someone who retired from the State of Pennsylvania.  My dad
  

 9   worked for the Pennsylvania Department of Public Welfare.  I
  

10   know very well what he was paid.  And there is just no
  

11   comparison to what state employees are paid here.
  

12               And after hearing the public comments, I started
  

13   doing some research on transparent Nevada.  And it's just,
  

14   you know, we had two employees from the Department of
  

15   Insurance, I see that the head of the Department of Insurance
  

16   not only makes more than Damon does currently but will
  

17   continue to do so even with a five percent pay increase.  And
  

18   it's not that she doesn't deserve to.  She absolutely does.
  

19   In fact, she deserves more than that.  And it's a real issue
  

20   here in Nevada both attracting and retaining talent.
  

21               This is an incredibly complex program that Damon
  

22   and his staff run.  I appreciate all of his efforts and just
  

23   wanted to voice my support for that five percent pay
  

24   increase.  It should be more.  And it should be across the
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 1   board for all positions.
  

 2               CHAIRMAN CATES:  Thank you.
  

 3               MEMBER LAMBORN:  Tena, can you tell me, or Damon,
  

 4   I heard the number, we were paying about $800 in HMO.  I just
  

 5   wanted to know how much we were make --
  

 6                 (The court reporter interrupts)
  

 7               MEMBER LAMBORN:  I heard the amount of $800 a
  

 8   month is what we were paying for HMO on this EPO population.
  

 9   Can you tell me what we're paying now roughly for the PPO
  

10   average cost per month?
  

11               MS. GLOVER:  You know, I don't have the rates in
  

12   front of me, so I'm not real sure.  It is significantly less
  

13   than it was.  It's probably closer to what we pay HPNs
  

14   premium.  So probably in the 500, 600 range, which is also
  

15   close to what we pay on the CDHP, for a single person.
  

16   Obviously it goes up if you have family members on the plan.
  

17               MEMBER LAMBORN:  Thank you.
  

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

19   record, Glen Shippey.  And I just want to thank Damon for
  

20   reminding me what I said.  And I still feel that way.  And I
  

21   think part of the public comment that we heard earlier is
  

22   that typically state employees do get evaluated prior to a
  

23   decision whether to be eligible for an increase and steps and
  

24   classified system.  And I would like to see an evaluation of
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 1   the executive officer at a future meeting scheduled.  And I
  

 2   thank you for that.
  

 3               CHAIRMAN CATES:  Thank you.
  

 4               Any other questions or comments?  Okay.  Seeing
  

 5   none, this is an informational item.  We'll go ahead and
  

 6   close.
  

 7               Agenda Item Number 8, executive officer report.
  

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

 9   Haycock, for the record.  Again, this is my consistent report
  

10   that I provide to the board and other stakeholders.  We
  

11   really wanted to concentrate at this board meeting on plan
  

12   design and network opportunities.  And so this is a rather
  

13   short report.  We wanted to showcase some of the first
  

14   quarter statistics.  I'm sorry that I do not have more
  

15   information on our exclusive provider organization plan.  The
  

16   information is still filtering in.  We will have a first
  

17   quarter report that we can successfully present at the
  

18   January board meeting on all of the different functions that
  

19   we have.  We elected to only -- We elected to wait and do
  

20   them all first quarter in January instead of piecemeal what
  

21   we have now and have it move forward through multiple
  

22   meetings.
  

23               But here we have some call center service
  

24   statistics.  I can't speak today either, Tena.  One of the
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 1   things that is of note is that take a look at the table there
  

 2   on page one.  We implemented the exclusive provider
  

 3   organization or EPO plan starting July 1.  And, of course, we
  

 4   anticipated that we would need to provide additional customer
  

 5   service for that population that we weren't serving before.
  

 6   As you can see, we've taken about 800 more calls during that
  

 7   time frame.  But look at the e-mails.  They've gone up about
  

 8   2200, 2300 more e-mails that we've received this quarter than
  

 9   the quarter that was compared to last year.
  

10               But thanks to the credit of our member services
  

11   unit, of our staff, of those that supervise and manage that
  

12   customer service element here at PEBP, we still managed to
  

13   maintain at or below industry standards.  Our average speed
  

14   to answer did creep up to 25 seconds but still under the 30
  

15   seconds that is the norm.  Our call duration is now longer,
  

16   but we anticipate that is because we have additional plan
  

17   that requires additional information and we're taking more
  

18   calls per day.  And our abandonment rate is still under two
  

19   percent.  So we are very proud to share that we have not
  

20   slipped in our customer service, as there was concerns that
  

21   taking on this plan and creating this process might be too
  

22   much for PEBP.  And I can say from a customer service
  

23   standpoint it is not.
  

24               Moving to the next page, health care blue book.
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 1   We are always asked what is the effectiveness of the programs
  

 2   and services that we implement and why do we tie them or
  

 3   recommend tying them to things like health savings accounts
  

 4   and health reimbursement arrangement activities.  Well, as of
  

 5   July 1st of this year, we implemented Healthcare Bluebook, an
  

 6   online transparency tool.  It's designed to help the folks on
  

 7   the consumer driven health plan understand what the true
  

 8   costs are.  And it has a quality element that is provided by
  

 9   this vendor that utilizes a multitude of quality rating
  

10   systems across the nation and makes sure that they striate
  

11   the data, so that way there is no one blanket quality rating
  

12   that covers all services, so we really are fair to the
  

13   available providers.
  

14               Since the beginning of the year, only 2,364
  

15   participants have taken the online tour.  However, they have
  

16   used this service 40,000 a times in the first quarter.
  

17   Remember when the consumer driven health plan was released in
  

18   2011, the idea at the beginning of that is consumer and how
  

19   do we make folks better consumers, how do we present them
  

20   opportunities to become the masters of their own health care
  

21   spent, and we can provide them with the transparent tools to
  

22   do so.  And we are going to say today obviously that 40,000
  

23   searches has exceeded anything that Healthcare Bluebook
  

24   thought we would accomplish.  And we have managed to engage
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 1   our membership more than any other client on their initial
  

 2   kick-off to date.
  

 3               31 members have already received checks ranging
  

 4   from $25 to a hundred dollars.  So we spent about $1400 today
  

 5   in reward checks to places not alone just in the State of
  

 6   Nevada but we sent checks out as far as Florida.  So we
  

 7   aren't just concentrating on folks in Reno or Vegas or Carson
  

 8   City.  We are actually helping folks pick better services and
  

 9   we are incentivizing them all the way across the nation.  So
  

10   we are very excited that this program has been such a
  

11   screaming success, at least in engagement, and we hope that
  

12   this continues to provide our membership the tools they need
  

13   so that they can successfully be part of this process with
  

14   PEBP.
  

15               We are looking again towards multi-state
  

16   collaboration.  We are all alone until we get together and
  

17   realize that we all have the same problems.  That was never
  

18   more apparent than when I went to the public sector health
  

19   care round table in Virginia earlier this month.  We are a
  

20   member.  We are given an opportunity to speak on a panel
  

21   about our experiences with specialty drugs and pharmacy
  

22   benefits and we are very excited to share our experiences
  

23   because we do have some industry-leading best practices.
  

24   But, most importantly, we were able to hear about others so
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 1   we can implement them here in the State of Nevada.  That's
  

 2   why we attend these.  It's not so we can share what we're
  

 3   doing.  But, more importantly, what others are doing so we
  

 4   can bring it back.
  

 5               But one of the new additions to this event was
  

 6   that the state and local government benefits association held
  

 7   a state round table where all of the states got together and
  

 8   were able to really hash out what each of us are doing in
  

 9   some of the concerns and issues that we are experiencing and
  

10   some of the solutions that we are providing.  Recognizing
  

11   that when you go to most conferences, a good portion of it is
  

12   vendors trying to sell you something, right?  You're in the
  

13   room and they're just trying to sell you something.  But what
  

14   you really want to do is sit down with another state that is
  

15   doing something amazing and say how did you do that.  And so
  

16   we had a full day we were able to do that.
  

17               And I'm going to tell you now, we had some
  

18   amazing conversations where we are actually looking at trying
  

19   to get some of these states to attend and speak at our Salva
  

20   regional conference in Henderson, Nevada in January.  That
  

21   would be a great benefit to all who attend.  So we're looking
  

22   forward to it.
  

23               However, one of the things that came out of it is
  

24   we got an opportunity to speak with the executive director of
                 CAPITOL REPORTERS (775) 882-5322

63



 1   the National Academy for State Health Policy, or NASHP for
  

 2   short.  It became very interested as we were having these
  

 3   conversations about being the catalyst and the collaborator
  

 4   to connect the states together to see if there were ways that
  

 5   we could leverage purchasing power.  Which I think from
  

 6   Mr. Haag's office I think that might put a twinkle in his
  

 7   eye, we are always looking for ways to work together and try
  

 8   to save money.  Now, I can't tell you it's going to happen or
  

 9   what exactly is going to occur.  But there is some
  

10   significant national interest in pooling ourselves, at least
  

11   learning what others are doing within our contracts to find a
  

12   way to save money for all of us that are similarly-situated.
  

13   And that is a very important point that we are going to
  

14   highlight later today, that we are looking to implement
  

15   collaboration with folks that are similarly-situated to us at
  

16   PEBP.
  

17               And so we're not looking to become somebody's
  

18   shining, you know, example or their bailout, nor are we
  

19   looking for a handout.  We want to leverage ourselves
  

20   together where it makes sense.  And so we are looking to
  

21   schedule some calls and I will be able to bring back to the
  

22   board in future reports what has occurred and see if there's
  

23   any opportunity at the board level and at the state level if
  

24   there's some collaboration where we can all win.
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 1               So we as shown above continue to provide high
  

 2   quality and timely customer service as is described by our
  

 3   statistics.  And, just a little teaser, we have our customer
  

 4   service survey out and it I think closes in the next two
  

 5   weeks, if not in the next week.  And we have already started
  

 6   receiving some responses, some good, some bad.  But, overall,
  

 7   I think you're going to be pleased with the results.  And so
  

 8   we are dedicated as always to timely and quality customer
  

 9   service.  We prioritize transparency, and of course, we need
  

10   to provide the tools our members need to be successful.  We
  

11   look forward to collaborating with others.  And that is the
  

12   finality of my report.  Please let me know if there are any
  

13   questions.
  

14               CHAIRMAN CATES:  Thank you, Damon.
  

15               Any questions?
  

16               MEMBER PACKHAM:  John Packham for the record.
  

17   I'm just curious with that increase in e-mail, does that put
  

18   new demands on staff?  When I go back to the office today,
  

19   returning calls will be a lot easier than the 50 e-mails that
  

20   will be waiting for me.
  

21               MR. HAYCOCK:  For the record, Damon Haycock.  I'm
  

22   ashamed to say I'm sitting on 1100 e-mails right now.  So I
  

23   know exactly how that feels.  Dr. Packham, yes, it does put a
  

24   strain on staff.  But what we do and how we set up our
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 1   customer service process -- And I might pitch this over to
  

 2   Laura to echo.  But we ensure that we are flexible and that
  

 3   we can pivot on the needs of our members.  And we do not come
  

 4   up with such a rigid design that we cannot manage to provide
  

 5   the services that our members need.  And this additional
  

 6   increase to our e-mails isn't something that we didn't
  

 7   anticipate or we haven't seen year over year since I know
  

 8   I've been at PEBP.
  

 9               So what we've simply done is dedicate more staff
  

10   time and more priorities to answering those because a lot of
  

11   our members rely upon those.
  

12               Laura, do you want to add anything to that or did
  

13   I just steal your thunder?
  

14               MS. RICH:  For the record Laura Rich.  No.  I
  

15   mean, you covered it pretty well.  Staff manages to handle
  

16   the e-mails pretty well.  We get, especially during open
  

17   enrollment, we get flooded with those and then we just add
  

18   additional resources.  Right now we have leads that answer
  

19   those for the most part.  But, you know, for example, I tried
  

20   to make my lead go home early the day before Thanksgiving and
  

21   she refused to leave because she had e-mails to answer.  So,
  

22   you know, we managed to take care of them and keep up on, you
  

23   know, the high volume period.
  

24               CHAIRMAN CATES:  Any other questions?
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 1               MEMBER SHIPPEY:  For the record, Glenn Shippey.
  

 2   Damon, the Healthcare Bluebook, only 2364 participants have
  

 3   taken the tour.  Isn't that a requirement to get the hundred
  

 4   dollar enhancement?  And why is that number so low and what
  

 5   is PEBP going to do to try to get that word out so we get
  

 6   greater participation?
  

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

 8   Excellent question, Mr. Shippey.  It is low.  That is the
  

 9   numbers that, of course, have come in in the first quarter.
  

10   PEBP is constantly peppering the communication about the
  

11   Healthcare Bluebook.  Healthcare Bluebook is constantly
  

12   sending stuff out.  If you haven't seen it, I don't know --
  

13   I'm not quite sure any other way than maybe renting a plane
  

14   and flying Healthcare Bluebook on a banner and running it
  

15   around Nevada.  They have done an amazing job, and I think we
  

16   have too, at communicating.
  

17               We're going to continue to pursue this and to
  

18   provide this.  If you look at our latest newsletter, it's --
  

19   we are trying to find more catchy things, like, hey, people
  

20   are getting paid, don't you want to get paid type of slogan.
  

21               But in the end if -- I'm going to throw this out
  

22   here.  If it turns out that we get such a low participation
  

23   rate and we don't want that to be so rigidly tied to the HSA
  

24   fund, I just need to know.  And there isn't a huge barrier in
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 1   us really kind of relaxing that process.
  

 2               But I will say that we're never going to get
  

 3   consumers if consumers don't use the tools so they can
  

 4   actually consume health care.  And I'm not saying that -- I'm
  

 5   not -- Please don't misunderstand my opinion of -- I'm not
  

 6   saying it's too bad so sad.  What I am saying is that we
  

 7   really want our folks to partner with PEBP.  That's the whole
  

 8   idea of a consumer driven health plan is that members and
  

 9   patients partner with the health plan and the provider
  

10   community to try to manage the entire health care system.
  

11   And if we don't promote those types of services, then we're
  

12   technically managing their care and we really don't have a
  

13   high deductible health plan that's consumer driven.
  

14               And, so, I know that's a long answer to your
  

15   question.  There are things we can do.  But we will continue
  

16   to every quarter with our newsletters, I will continue to
  

17   after this meeting, like I did last year and the year before,
  

18   send out a synopsis of what the board has approved and we
  

19   will again highlight again and do more and more send-outs
  

20   that Healthcare Bluebook is available and that they need to
  

21   take the tour to achieve that funding.
  

22               And if you remember back when Dr. Cochran was on
  

23   the board, he had a question about the preventive services
  

24   and why it's been so low.  And we made sure that we send out
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 1   copious amounts of information to help people with that.  But
  

 2   later on you'll see in the report why we think we may need to
  

 3   move away from that for operational reasons.  But this right
  

 4   here is a very simple process for folks.  And we haven't
  

 5   heard anyone saying I took the tour and I didn't get paid.
  

 6   So it's not an operational issue.  It's simply a motivational
  

 7   issue.  And we're hoping to motivate our membership to do
  

 8   that.  Because it really is -- It's going to save them tons
  

 9   of money and it's going to help the plan resolve in the years
  

10   to come.
  

11               MEMBER SHIPPEY:  Just to follow up.  Glenn
  

12   Shippey.  Do we operationally have the ability to send
  

13   targeted e-mails to individuals that, you know, you check
  

14   these boxes but you haven't taken a tour yet for Bluebook?
  

15   Is that something we can possibly do to get their attention?
  

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

17   The answer is, yes, we do have the ability to draft e-mail
  

18   lists.  It will have to coordinate with multiple entities
  

19   because this is something that we have to get from Healthcare
  

20   Bluebook and with HealthSCOPE and then back to PEBP.  What
  

21   we've opted for is the spaghetti approach.  We send it to
  

22   everybody.  So if you've already taken the tour, generally,
  

23   our intent is that you've seen the e-mail, I've already done
  

24   this, you hit the delete button and move forward.  If they're
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 1   not seeing it on the multitude of e-mails and notices that we
  

 2   mail out, heck we even -- we even mailed out ID card holders
  

 3   that had Healthcare Bluebook on it.  I don't know if you
  

 4   ended up getting one in the mail.  I think everybody did from
  

 5   Healthcare Bluebook if your address is accurate on file.
  

 6               But, yes, we can try to target.  But we have to
  

 7   make sure that we get the appropriate list right.  And then
  

 8   that's predicated on the member actually having an updated
  

 9   e-mail list in our system.
  

10               MS. RICH:  Damon, can I add to that?
  

11               MR. HAYCOCK:  Yes, please.
  

12               MS. RICH:  For the record, Laura Rich.  We
  

13   actually do target right now.  The e-mails that they're
  

14   getting for that hundred dollar supplemental contribution, it
  

15   will say you have done a Doctor on Demand check but you have
  

16   not done the tour.  And so members do receive that in the
  

17   e-mails that they get.
  

18               Additionally, there is -- they get targeted
  

19   e-mails.  So, for example, if you are over 50, you may get
  

20   different e-mails than those that are maybe new parents in
  

21   the new parent range.  The new parents may receive e-mails
  

22   that say, did you know that, you know, for this kind of
  

23   service you could go here instead of here versus someone
  

24   that's over 50 is going to get more like a colonoscopy-type
                 CAPITOL REPORTERS (775) 882-5322

70



 1   related e-mails, there are advertisements for that.  So the
  

 2   Healthcare Bluebook does target based on age, also location,
  

 3   things like that.  So we have done that.
  

 4               CHAIRMAN CATES:  Any other questions or comments?
  

 5   Okay.  Seeing none, we'll close that agenda item and we'll go
  

 6   ahead and take a break.  Let's reconvene at 10:25.
  

 7                        (Recess was taken)
  

 8               CHAIRMAN CATES:  Let's go to Agenda Item Number
  

 9   9, discussion and possible action regarding plan year 2020
  

10   through 2021, preferred provider organization network options
  

11   and potential to continue the current contract with Hometown
  

12   Health providers or issue a no fault contract termination to
  

13   join the state on a solicitation for PPO networks.  Damon.
  

14               MR. HAYCOCK:  Thank you, Mr. Chair.  For the
  

15   record, Damon Haycock.  I'm going to start and discuss some
  

16   of the background.  And then when I get to these options, I
  

17   would like Mr. Haag from the Division of Purchasing and
  

18   Department of Administration to come up.  Because ultimately
  

19   option two is his solicitation and I want him to be able to
  

20   address some of those particulars to be exact.
  

21               As we've seen, this issue is something that we
  

22   are bringing back to the board again.  A little bit of
  

23   history and a little bit of background.  We currently
  

24   contract with two PPO networks today.  One of them is Aetna
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 1   and their signature network for our nationwide network.  That
  

 2   is not being discussed today.  That is not what we are
  

 3   addressing.  But we want to call it out as to hopefully head
  

 4   off any questions on what about out-of-state services.
  

 5               And then we have another contract that was
  

 6   solicited back in 2013 where at that time the PEBP board and
  

 7   PEBP desired a single statewide solution.  And to meet that
  

 8   single statewide solution, Hometown Health providers and
  

 9   Sierra Health Care Options created an in-state regional joint
  

10   network to ensure that we had appropriate coverage across all
  

11   counties in Nevada.
  

12               The statewide contract is currently scheduled to
  

13   expire in 2021.  Although it was amended at the -- it was
  

14   amended in May right before the May board meeting, the
  

15   signatures hit, and I believe it was -- it went to the clerk
  

16   of the board because I don't think we did any additional
  

17   changes requiring board of examiners meeting.  That extension
  

18   out to 2021 happened back in 2017.  That was designed to
  

19   really align the PPO network with the HMO offerings since
  

20   there was a time back years ago where the two were bundled.
  

21   And so if there was ever a need to replace one, we wanted to
  

22   make sure that it did not automatically default to need to go
  

23   replace the other.  That was really the only reason it was
  

24   extended to 2021.
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 1               So there was testimony by Hometown Health
  

 2   Providers, right, in May that they would terminate this
  

 3   agreement to allow PEBP to develop a solicitation for
  

 4   services beginning 2020.  Our recollection of that situation
  

 5   is that there was an amended agreement.  However, there was
  

 6   some concern that the report that came out in May talking
  

 7   about wanting to gather more information through a request
  

 8   for information and then potentially using that to fuel
  

 9   solicitation caused some consternation with our current
  

10   provider.  That was in response to really a lot of pressure
  

11   from the membership and from others throughout the state that
  

12   we needed to do our due diligence to ensure that we were
  

13   still receiving the best process possible for our membership.
  

14               So we never actually received the termination
  

15   notice.  Section ten of the contract states that in order to
  

16   terminate a contract with PEBP they need to follow a specific
  

17   notification process, which is one done in writing.  PEBP
  

18   utilized this process when the board approved last November
  

19   to terminate the HMO plan early and we ensured that we
  

20   provided over the 180 days notice so that Hometown Health
  

21   Providers had an official document.  PEBP never received
  

22   that.  We waited patiently for it, even requested it a few
  

23   times.  And then of course at the board meeting last
  

24   September -- or last month, two months ago, excuse me.  In
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 1   September.  They came and testified that they were no longer
  

 2   wishing to terminate the PPO network contract.
  

 3               So when we heard that HHP were no longer going
  

 4   to -- Excuse me.  Let me back up.  This is on page two.  So
  

 5   when PEBP heard that HHP testified that they were terminating
  

 6   the partnership, we needed to obviously test the waters and
  

 7   see what existed out there and what were the type of
  

 8   opportunities.  Just so that everybody here at the board and
  

 9   the public recognize is that we don't necessarily wait for
  

10   things to happen before we analyze things like network
  

11   viability.  We are always looking to analyze the various
  

12   marketplaces so we can present the most appropriate and
  

13   beneficial opportunities and recommendations to the board.
  

14               So while this did create a need for us to take a
  

15   look around at other networks, we do that all the time.  We
  

16   reprice our stuff all the time through our third party
  

17   administrator to get an idea of what the market looks like.
  

18   A good example of this is what we call a market check
  

19   process.  So we do it all the time.  And we vet any of the
  

20   things that we bring to the board as far as recommendations.
  

21               So we were asked by other networks what was going
  

22   to happen.  We didn't know.  And so, of course, in September
  

23   there was a change.
  

24               So, after that meeting, Hometown Health and PEBP
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 1   met to try to find a way to move forward amicably as we
  

 2   should as partners.  And we were able to reiterate our
  

 3   positions.  And there were some requests made on both sides.
  

 4   And it turns out that really the same types of different
  

 5   perspectives remain.
  

 6               And hopefully I don't speak out of turn.  I know
  

 7   someone from Hometown Health will come up and correct me if
  

 8   I'm wrong, that Hometown Health's current provider network is
  

 9   designed on an exclusive basis to utilize the Renown system
  

10   of care.  And PEBP from all intents and purposes and all of
  

11   the public testimony that's occurred has really kind of moved
  

12   towards an open competitive marketplace that includes all
  

13   providers so that our membership doesn't have to necessarily
  

14   choose one qualified provider over another unless, of course,
  

15   there is a significant price change that could save both the
  

16   member and the plan money.  So I do want to leave that out
  

17   there.  There is some opportunities why exclusivity can work.
  

18               But based on the issues that were really made
  

19   public in April and continued in May that we believe that
  

20   there is an opportunity to really redefine the type of policy
  

21   that this PEBP board wants to move forward with.  And that is
  

22   why we are recommending what we're recommending today.
  

23   Because we are convinced that PEBP, that there is an
  

24   opportunity to provide an open, competitive marketplace where
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 1   providers will have an opportunity to participate in networks
  

 2   and PEBP can lease those networks and market check them
  

 3   periodically to ensure that we have the best possible access,
  

 4   quality, and affordability that we can for our program and
  

 5   our membership.
  

 6               Just to note, we want to make sure that since
  

 7   negotiations were transparent before, we want to continue to
  

 8   discuss a little bit about those.  That's on page two.  What
  

 9   we had asked Hometown Health is if they would include Saint
  

10   Mary's.  There was actually talk about this before the
  

11   original amendment and it never quite moved forward.  But
  

12   there was talk about having any direct contract that PEBP
  

13   would make would actually be managed and monitored by
  

14   Hometown Health so they could maintain the integrity of their
  

15   network.  And so to try to coincide with that ideology, we
  

16   reached out to Saint Mary's and asked them, would you be
  

17   willing to allow your competitor to manage your program
  

18   through its network.  And they said, and I'm paraphrasing,
  

19   and hopefully they don't contradict me, but that they wanted
  

20   to participate and be a partner with the state.  However,
  

21   they did have concerns about remaining competitive and they
  

22   wanted to ensure safeguards were in place.  So we felt that
  

23   was fair.
  

24               But by the time I got that answer, Hometown
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 1   Health had responded with, no, we are not interested in
  

 2   bringing Saint Mary's and their system of care in to our
  

 3   network today.  So that situation is moot.  But I do want to
  

 4   showcase that there is opportunities even when they are a bit
  

 5   uncomfortable to move forward and make the sandbox kind of
  

 6   equal for everybody.
  

 7               But, regardless, we really have two opportunities
  

 8   today -- options today.  One of them is that we stay the
  

 9   course.  And as I was quoted saying earlier and I did say
  

10   before that we did negotiate in good faith, even though upon
  

11   the end of that public negotiation, additional negotiations
  

12   occurred, we did negotiate in good faith this contract moving
  

13   forward.
  

14               However, the concern that PEBP has that I
  

15   personally have, is that there may be an opportunity again
  

16   based on something that PEBP nor this board can control that
  

17   Hometown Health will come up and say we want you to go ahead
  

18   and resolicit this again and therefore we are giving you a
  

19   multi-month termination notice publically.
  

20               And I don't know if that's the type of
  

21   circumstance or relationship or partnership that the State or
  

22   more importantly and specifically PEBP wants to have.  But I
  

23   am very concerned that nine days after my signature and the
  

24   signature from Hometown Health hit the amendments in May,
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 1   nine days later, they came and provided public testimony to
  

 2   terminate.  So I'm not going to say good, bad, or
  

 3   indifferent.  But it is concerning to PEBP and our staff and
  

 4   we imagine it potentially is concerning to the board.
  

 5               So there is the ability to maintain the current
  

 6   contract but recognize that we are still a narrower network
  

 7   and we will not be able to increase access to care in
  

 8   northern Nevada.  And I have a suspicion any direct
  

 9   contracting we try to accomplish throughout the 14 counties
  

10   that this network has may have some issue if we continue down
  

11   that path.  So that's something to think about.
  

12               Option two though is joining in the solicitation
  

13   for PPO network services.  And, Jeff, I'm going to bring you
  

14   up here right now.  But basically I'll do a quick, quick
  

15   thing.  I won't steal your thunder.  But there is a state
  

16   solicitation my understanding will be going out very soon to
  

17   provide an opportunity to really make a more efficient
  

18   wholistic solicitation for networks for all utilizers.  And
  

19   I'll come back to this part after Jeff gives his overview.
  

20               MR. HAAG:  Thank you, Damon.  Members of the
  

21   board, Jeff Haag for the record, H-a-a-g.  So, as you
  

22   mentioned, Mr. Haycock, the statewide solicitation for PPO
  

23   networks is really the result of a multitude of conversations
  

24   that we've had with various state agencies and local
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 1   government partners over the last really several years.  And
  

 2   those conversations stem from an analysis done by the state
  

 3   purchasing office that resulted in us really identifying that
  

 4   we have various agencies across the state that have similar
  

 5   network contracts sometimes with the same providers with
  

 6   different terms.  That's hard for me to understand.  It's
  

 7   also very different for the state procurement team because
  

 8   we're facilitating multiple individual solicitations for
  

 9   largely the same services.
  

10               And so as a result of those conversations and a
  

11   desire from multiple entities across the executive branch and
  

12   local government within the state, we decided to go out and
  

13   partnership with those folks on a statewide approach or a
  

14   contracting opportunity for PPO networks.
  

15               We've chosen an RFQ model for this solicitation,
  

16   which is a request for qualification.  And our intent is to
  

17   go out and qualify all network providers hopefully to meet
  

18   our requirements as will be outlined in the solicitation and
  

19   to make those network providers available to PEBP should they
  

20   choose to use one of them to the Department of Corrections,
  

21   to Health and Human Services, and to our colleagues in local
  

22   government who have expressed interest in this as well.
  

23               So it really is an efficiency effort on our part
  

24   to try to qualify as many networks as possible to insight
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 1   competition as much as possible.  And as we're charged to do
  

 2   in-state purchasing to establish contract vehicles when
  

 3   appropriate that meet the needs of as many governmental
  

 4   entities as possible.  And we think that the PPO networks is
  

 5   a really good opportunity for us to try to drive further
  

 6   efficiencies across the government in Nevada.  So I'm happy
  

 7   to answer any questions with you or board members may have
  

 8   along those lines.
  

 9               MR. HAYCOCK:  So for the record Damon Haycock.
  

10   Thank you, Mr. Haag.  I'm going to go ahead and finish up my
  

11   report.  I'm going to talk a little bit about how that
  

12   solicitation will affect PEBP.  I have had multiple entities
  

13   reach out to me expressing concerns that we may all be lumped
  

14   together in one sandbox and that we are buying provider
  

15   reimbursement models that don't work for each of the various
  

16   entities.
  

17               And I did not do a good -- I did not do the board
  

18   report justice in actually explaining what we plan to do.
  

19   And so the request for qualifications process I believe will
  

20   be going out soon and a statewide evaluation committee will
  

21   determine the qualifications of those providers networks.
  

22   Then PEBP as a single utilizer will have the opportunity, if
  

23   you so choose today, to reach out to each and every one of
  

24   those provider networks and conduct a repricing exercise
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 1   similar to what we do in the background, you know, every so
  

 2   many months anyway.  But we'll be able to take our claims,
  

 3   our claims only, not our claims and someone else's claims,
  

 4   but our claims only, and have them repriced to determine the
  

 5   exact discounts that are being provided.  We will also be
  

 6   able to through this claims repricing exercise determine if
  

 7   the providers that are being paid today are in network or out
  

 8   of network.  And then we will also ask for a prescribed or
  

 9   bid administrative fee cost to lease those networks.
  

10               So through this exercise we'll be able to know if
  

11   the doctors and facilities and hospitals and the specialists
  

12   and all of those folks, labs, are they in network or out of
  

13   network, so we'll be able to determine any disruption to our
  

14   membership.  And then we will also be able to determine the
  

15   cost, what would we have saved had we used them versus their
  

16   competitors.  And then we'll be able to determine how much we
  

17   have to pay to lease those networks.  And then we'll be able
  

18   to negotiate that entire process to get the best opportunity
  

19   and best result for the state.
  

20               So I'm summarizing what we're looking to do.  We,
  

21   of course, will continue to request everything that you've
  

22   seen in the original solicitation back in 2013 and before,
  

23   that we have a comprehensive network of providers, and that
  

24   we are willing to if a certain set of providers is
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 1   insufficient to marry up, or I use the term Frankenstein like
  

 2   we did with Hometown Health and SHO multiple networks to show
  

 3   that we have a complete network of care for our membership.
  

 4   There is no desire on PEBP's part to reduce access to care or
  

 5   to increase costs.  In fact, this is actually the opposite.
  

 6   It is to increase access to care and to reduce cost and to
  

 7   allow folks the opportunity to as consumers choose where they
  

 8   want to go for health care and of course we will apply some
  

 9   cost containment activities like we always have.
  

10               But that's really the synopsis of what we would
  

11   look to do once these networks are qualified.  But because of
  

12   the time frame, we would basically be the trendsetters.  We
  

13   would be coming out in front.  There are no other contracts
  

14   that I know of on networks that are expiring before ours is
  

15   expiring.  So we would utilize this first.  Although, I don't
  

16   know if local government might jump on it, I don't know if
  

17   corrections might jump on it, I don't know if Medicaid in
  

18   2021 I think is when their network ends, might jump on it.
  

19   But there is an opportunity for them to use this same
  

20   solicitation and not go through all the administrative burden
  

21   and cost to literally repeat what we've done across the board
  

22   in local agencies year after year.
  

23               So, finally, we can say this is our efficiency
  

24   product for the state, right.  We're going to do one
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 1   solicitation instead of 30.  It just doesn't make sense.  And
  

 2   I'm sure the vendors and partners are tired of spending money
  

 3   responding to the same type of solicitation over and over
  

 4   again.
  

 5               But one of the things that -- And I'll end with
  

 6   this.  But one of the things that Hometown Health has asked
  

 7   us repeatedly to, as our partner, they said, PEBP, who do you
  

 8   want to be.  And once you figure out who you want to be, go
  

 9   solicit for who you want to be.  And so we are looking to
  

10   sign contracts with networks, whether it's Hometown Health,
  

11   whether it's SHO, whether it's Anthem, no matter who it is.
  

12   We are looking to sign contracts that define exactly who we
  

13   want to be.  And that, of course, is up to you as board
  

14   members.
  

15               And if you want to increase the number of
  

16   providers that are available next year, we have to go out to
  

17   bid.  Because there is exclusivity requirements that whether
  

18   we agree with Hometown Health or not we have agreed to at
  

19   least honor them in the current agreement today.
  

20               And so to me this is an access issue.  It's also
  

21   a cost issue.  But we are confident through our assessment so
  

22   far and we will see as the network agreements come in, the
  

23   network repricing comes in, that if you go along with option
  

24   number two that we will position PEBP to be successful for
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 1   years to come.
  

 2               So our recommendation with everything that's
  

 3   occurred since this time last year is that we redefine who we
  

 4   are and that we then move forward and solicit accordingly and
  

 5   we have a mechanism thanks to the Division of Purchasing and
  

 6   this RFQ process to get this accomplished relatively quickly
  

 7   because it's not a hard exercise and evaluation.
  

 8               And with that, of course, Jeff and I will take
  

 9   any questions.  I know you'll move to public comment right
  

10   after, so.  Go ahead.
  

11               MEMBER ZACK:  Mr. Chair.  Christine Zack for the
  

12   record.  The question I have is -- So I first heard about
  

13   this concept about two and a half a years ago.  I was
  

14   actually meeting with Director Whitley on something
  

15   completely unrelated to PEBP and he had mentioned why can't
  

16   we leverage the purchasing power of PEBP and Department of
  

17   Health and Human Services and go out for solicitation
  

18   together.  So it's not a new concept to me.
  

19               But when I was talking to him about this two and
  

20   a half years ago, it seemed like PEBP and DHHS would still
  

21   have some control and input in the process.  So will there be
  

22   a committee or a commission formed that has members from each
  

23   of the departments or how will this be handled?
  

24               MR. HAYCOCK:  For the record Damon Haycock.  I'm
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 1   going to speak from a PEBP perspective and then of course
  

 2   Jeff can answer for purchasing.  Of course, they are
  

 3   confidential so we can't go exactly in to who is on them.
  

 4   But when PEBP -- if PEBP participates in this process, once
  

 5   we have qualified networks that are qualified through these
  

 6   committees, PEBP will then be able to develop its own
  

 7   contract for its own services.  So we're not saying today
  

 8   that we are looking at mashing up PEBP and DHHS together and
  

 9   leveraging that purchasing power yet, because, honestly, the
  

10   timing isn't right.  I think there's other network contracts
  

11   that DHHS has in place today.  Is there an opportunity in the
  

12   future?  Who knows?  You said it's been talked about for two
  

13   and a half years.  But PEBP would be able to negotiate with
  

14   all the networks and then bring back to the board the
  

15   opportunity to approve a recommendation or go with something
  

16   different.  So you guys still retain your right as a board to
  

17   select who we contract with.  And we'll be able to show you
  

18   all the reasons why we've recommended what we've recommended,
  

19   as we do today.
  

20               MEMBER ZACK:  Thank you.  But if we were doing a
  

21   direct solicitation, we would often times have a separate
  

22   committee that was involved with that.  And so I think what I
  

23   hear you saying is that opportunity would be eliminated here.
  

24               MR. HAYCOCK:  Go ahead.
                 CAPITOL REPORTERS (775) 882-5322

85



 1               MR. HAAG:  Thank you.  Jeff Haag for the record.
  

 2   I really appreciate the questions, Member Zack, and I'm going
  

 3   to try to answer it in two ways.  So as far as the evaluation
  

 4   committee is concerned for the RFQ that we will be releasing
  

 5   after this meeting whether or not you vote to participate in
  

 6   it or not again because it's a statewide contracting
  

 7   opportunity that we're facilitating for multiple agencies.
  

 8   There will be an evaluation committee to ensure that the
  

 9   proposing vendors meet the qualifications that are outlined.
  

10               That committee will be comprised of members from
  

11   various agencies, both in the executive branch and local
  

12   government, that have expressed a desire and an interest in
  

13   the contract.
  

14               Once those vendors are qualified, we then go to a
  

15   second step process.  As Mr. Haycock outlined, once
  

16   qualified, vendors are awarded and a contract is executed,
  

17   interested state agencies have the ability to enter in to
  

18   what I would refer to as one-to-one negotiations around their
  

19   specific scope of work.  That does not require an additional
  

20   evaluation process because that was fulfilled during the time
  

21   of the RFQ and at the point of award at that moment.  So
  

22   that's as it relates to the RFQ.
  

23               Now, I think you were touching on the larger --
  

24   Go ahead.
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 1               MEMBER ZACK:  Thank you.  The evaluation
  

 2   committee, so would that mean if PEBP -- if we voted today to
  

 3   join in the statewide solicitation that PEBP would have
  

 4   someone, whether it's a member of staff or a board member,
  

 5   that's part of the evaluation committee?
  

 6               MR. HAAG:  Jeff Haag for the record.  Yes, ma'am.
  

 7               MEMBER ZACK:  Thank you.
  

 8               MR. HAYCOCK:  For the record, Damon Haycock.  I
  

 9   want to add another piece of information that I meant to say
  

10   earlier.  This isn't the first time, obviously, that the
  

11   state has utilized this type of solicitation and this isn't
  

12   the first time that I have brought this solicitation to you
  

13   all before.  If you recall last year we did a solicitation
  

14   for a near site clinic and we literally did exactly this.  We
  

15   developed an evaluation committee and we evaluated the
  

16   qualifications of all the near site clinic and on site clinic
  

17   providers.  And then once we qualified, and there was a
  

18   handful of them, then we literally reached out to each of
  

19   them and started the process of figuring out who can provide
  

20   the services that what we all wanted and then we brought it
  

21   back to you all for evaluation and final approval, right.
  

22   You all had an opportunity to see what we were doing.
  

23               Unfortunately, at the time, I had found out
  

24   during negotiations that the vendor that we wanted to select
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 1   who had the highest return on investment was also going to
  

 2   potentially collect all of the savings and profits and I
  

 3   didn't feel comfortable with recommending that to the board.
  

 4   And when we removed forward you guys also agreed at that
  

 5   point and said, okay, we're not going to move forward.  And,
  

 6   thus, you don't see a beautiful clinic across the street that
  

 7   we could have built last year or this year.
  

 8               But we have already used this process before
  

 9   successfully.  And we have built in to it safeguards to
  

10   ensure that if it's not the right process we're not going to
  

11   do it.  But we are extremely confident that we can find
  

12   networks that are willing to participate with PEBP at a price
  

13   we can afford because we've been doing this for decades,
  

14   right.  For decades we've been doing this and we've utilized
  

15   different types of solicitations to get to this process.  But
  

16   in the end, we always have, even at the last second in April,
  

17   we have our populations covered even if we have to make some
  

18   concessions to ensure our membership does not miss the
  

19   opportunity to seek the care that they need.
  

20               MR. HAAG:  Can I make another comment?
  

21               CHAIRMAN CATES:  Go ahead.
  

22               MR. HAAG:  Jeff Haag for the record again.  If I
  

23   could back to Member Zack's original comment referencing
  

24   conversations with Director Whitley, as it relates to
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 1   leverage and purchasing power.  I too have had those
  

 2   conversations with Director Whitley.  And I know other
  

 3   members of this board have made similar comments in previous
  

 4   meetings.  I think it's a very wise topic for us to be
  

 5   discussing with the state.  I want this board to understand
  

 6   that should you choose to participate in this RFQ, we are not
  

 7   leverage the state's purchasing power in the way that I feel
  

 8   we should be as other leaders in the state feel that we could
  

 9   be to ensure that participants in health care programs across
  

10   the state, regardless of your point of entry in to those
  

11   programs, are getting the best services at the lowest cost
  

12   possible.
  

13               And so I would then implore this body to continue
  

14   that conversation around purchasing power and understanding
  

15   how PEBP could contribute in that conversation and how your
  

16   members may or may not be able to benefit from that should we
  

17   be more thoughtful in the future.
  

18               MEMBER LAMBORN:  Thank you.  Just a follow-up
  

19   question.  So under this request for qualifications, my
  

20   understanding, it sounds like it's like a master service
  

21   agreement, which I'm kind of familiar with.  So is price
  

22   already set then at that point or on that one-on-one
  

23   negotiation would PEBP be able to renegotiate price?
  

24               MR. HAAG:  So cost initially in the RFQ will be
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 1   evaluated in a pass/fail methodology and really is based on
  

 2   the proposing vendors' willingness, commitment to negotiate
  

 3   specific prices on agencies, PEBP as an example, should you
  

 4   choose to participate.  They'll have to agree at time of
  

 5   qualification that they will enter in to direct cost
  

 6   negotiations with PEBP based on your risk pool, your claims
  

 7   data, the analysis that you'll enter in to.  So that will be
  

 8   done on a local basis as you all potentially evaluate for
  

 9   those qualified members.
  

10               MEMBER LAMBORN:  Thank you.
  

11               MEMBER FOX:  Linda Fox for the record.  I have a
  

12   few questions.  That RFQ you said would go out today?
  

13               MR. HAAG:  Probably not today but this week is my
  

14   goal.
  

15               MEMBER FOX:  And how long do you anticipate that
  

16   takes, as well as RFQ, all of that to be resolved?
  

17               MR. HAAG:  So I don't have the exact timeline in
  

18   front of me.  It will probably be on the street for a month
  

19   or two.
  

20               To Mr. Haycock's point, the evaluation process
  

21   and the RFQ approach is pretty streamline.  And I would
  

22   anticipate that we will have awards that are being announced
  

23   early next year.  February, March time frame.
  

24               MEMBER FOX:  Okay.  And will it include specialty
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 1   pharmacy?
  

 2               MR. HAAG:  At this point we're only soliciting
  

 3   for PPO network providers.
  

 4               MEMBER FOX:  And one last question.  So PEBP
  

 5   could join anytime.  So if this was resolved we could join
  

 6   next year or we could join in '21?
  

 7               MR. HAAG:  Great question.  Yes, ma'am.  So we
  

 8   anticipate an initial four-year contract period for the
  

 9   awarded providers.  And interested participants could jump in
  

10   at any time.
  

11               MEMBER FOX:  Thank you.
  

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

13   record, Glenn Shippey.  And I just want to follow up a little
  

14   bit on what Ms. Fox had asked about in some of her responses.
  

15   We haven't seen the RFQ.  I mean, we did see earlier this
  

16   year, Damon, you did have to go out in case we lost the
  

17   network we currently have.  You did go out and get some bids.
  

18   We saw that those prices were higher than what we currently
  

19   have.  So there's that side of it.  But we don't know what
  

20   networks are going to be qualified.  We don't know the
  

21   composition of those networks.  I think we heard Damon use
  

22   the word narrower, talking about the Hometown network.  I
  

23   would want to state that that's not a narrow network.  And I
  

24   think he's using narrower because Saint Mary's hospital is
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 1   not in that.  We don't know what network options we're going
  

 2   to have available through the RFQ that's going to include
  

 3   Saint Mary's which seemed to get a lot of attention here over
  

 4   the past year.
  

 5               And if we have the option to -- And I would
  

 6   suggest based on what Ms. Fox said that there's a third
  

 7   option under consideration here, not just the two outlined by
  

 8   the executive officer, but we could kind of wait and see,
  

 9   let's wait and see what the results of this RFQ is and let's
  

10   see what network options are actually qualified, what those
  

11   costs are, what the composition of those networks are before
  

12   we take kind of a leap of faith, terminate what we currently
  

13   have, without actually seeing just how broad access we would
  

14   have through these options and what the cost of those options
  

15   are.  I would like to see it on paper and evaluate it and
  

16   discuss it before we decide to terminate and then we'll wait
  

17   and see what comes out of the RFQ later.
  

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

19   All excellent points, Mr. Shippey.  Something that we thought
  

20   of as well.  The reason why we don't have a wait-and-see
  

21   method -- Although number one is kind of a wait-and-see
  

22   method.  It's just wait a little bit longer and see method
  

23   since the State is going to release the solicitation anyway.
  

24               The problem that we have is that we have 180-day
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 1   no-fault termination clause in our contract.  So if this
  

 2   thing gets out on the street tomorrow and it gets qualified
  

 3   in January, and even if everyone races through and gets it
  

 4   done by the end of January, if you like what you see, we
  

 5   would have had to issue a notice of termination to Hometown
  

 6   Health.  And here's -- I think I have an idea.  And tell me
  

 7   how you feel about this.  We need to meet the requirements
  

 8   for notice of termination.  So we can issue a notice of
  

 9   termination by the end of December to Hometown Health
  

10   Providers to meet that requirement, hedging that we can find
  

11   a network that works.  PEBP can utilize the solicitation and
  

12   go out and negotiate the best network or networks we can and
  

13   bring them back to the board, the board will review them.  We
  

14   can do that I'm thinking as early as the March board meeting.
  

15   And if you like it, you move forward with it.  If you don't
  

16   like it, this is on Hometown Health, if they would let us
  

17   pull the notice of termination, which I don't think they
  

18   will, but they might, then you'll be able to maintain that
  

19   contract and leverage it.
  

20               So, really, it's the 180-day clause that is
  

21   causing the need to take the leap of faith than it is really
  

22   not wanting to provide you with a complete solution before we
  

23   ask you to take the leap of faith.  And so that's really the
  

24   impetus of what we're doing today is we don't want to change
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 1   a network mid-year.  So the time to do it is either July 1 of
  

 2   '19 or July 1 of '20 or July 1 of '21 or further out.  We
  

 3   don't want to do those things.
  

 4               But we also want to be able to if we're going to
  

 5   make an overall policy change on how we want to provide
  

 6   access to care.  It's not just Saint Mary's.  There's a
  

 7   series of providers that are not in network.  I think you
  

 8   heard Banner Churchill.  And, yes, it was on the former
  

 9   PEBP's director who made that decision and I've maintained
  

10   it.  But there's an opportunity for new providers that come
  

11   in to the state all the time and we also don't know if
  

12   there's other places.  Saint Mary's just isn't a hospital
  

13   like Renown.  They have specialists and doctors and
  

14   facilities and primary care and labs and everything else.  So
  

15   it's not just the Saint Mary's logo that we're talking about.
  

16   We're talking about folks in northern Nevada having access to
  

17   additional high quality levels of care.
  

18               Regardless, if we want to stay the course, we
  

19   can.  But if we wait and see, we're staying the course
  

20   because we don't have time to issue a notice.  Again, unless
  

21   Mr. Hager wants to come up to the table and say, or course,
  

22   we would gladly waste a 180-day no-fault termination clause
  

23   and you can give us a 90-day one in March.
  

24               MEMBER SHIPPEY:  Thank you.  For the record,
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 1   Glenn Shippey.  What's not getting a lot of attention here
  

 2   too is we're talking about severing the southern Nevada
  

 3   network as well; right?  This isn't just Hometown Health
  

 4   anymore.  We talked about Hometown Health for much of the
  

 5   year and now this is delivering a termination notice to
  

 6   Sierra Health Options and having to select another network
  

 7   for southern Nevada as part of this.
  

 8               MR. HAYCOCK:  May I follow up?  For the record,
  

 9   Damon Haycock.  I don't want this to appear that we're
  

10   looking to replace our current partners.  I want this to
  

11   appear to -- Not to appear.  I want to be transparent.  This
  

12   is to allow an open competitive market for everyone to bid.
  

13   I do not believe that Hometown Health or the Sierra Health
  

14   Care Options Network are the wrong partners for Nevada.  What
  

15   we have seen time and time again is a concern and an issue
  

16   about having access to additional out-of-network providers.
  

17               So I'm not saying that in the end we may not end
  

18   up with the exact same networks.  That's what that process is
  

19   going to determine.  But it's going to allow everybody the
  

20   opportunity to compete.
  

21               And, yes, there was an opportunity to compete
  

22   back in 2013.  But it's been five years, right, since we've
  

23   had an opportunity to compete.  And so this is a mechanism
  

24   that have some efficiencies built in to it, but it's really
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 1   conceptually no different than just resoliciting a contract
  

 2   that was supposed to end anyway if you're looking to see what
  

 3   the market has to offer.  And, so, yes, I've spoke with the
  

 4   folks at SHO.  I think they have somebody in the Las Vegas
  

 5   area.  I don't know if Amy is down there.  She can wave her
  

 6   hand or something.  I know there's some folks down there if
  

 7   you would like to ask them questions about it.  But this
  

 8   isn't a surprise to them.  We talked about it.  And my
  

 9   understanding, unless they contradict me here today, is that
  

10   they recognize what the state is attempting to do and as
  

11   always they want to be partners with the state, as all
  

12   vendors do and our current partners, but they recognize this
  

13   process and they're willing to participate.
  

14               So, yes, I haven't mentioned a lot on SHO because
  

15   SHO has not been really in the limelight.  But it would be
  

16   terminating this joint contract.
  

17               And, last but not least, I don't want this to be
  

18   missed.  But Hometown Health came up and said, we're
  

19   terminating our contract, that would have automatically
  

20   terminated SHO.  And SHO to my knowledge was never even
  

21   involved in the conversation.  And so by default, the way
  

22   that we have managed to do a single contract with multiple
  

23   vendors where one can fall out and the whole thing falls
  

24   apart is probably a horrible process to continue with
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 1   regardless.  And my recommendation is to separate them in to
  

 2   singular direct contracts with networks so we never have to
  

 3   have one network cancelling it for another.  Because to me
  

 4   it's the ultimate unfair thing to do is to come up and
  

 5   announce you're terminating a contract on behalf of somebody
  

 6   else and they don't even know.
  

 7               And so that right there I agree with you.  No one
  

 8   is really talking about SHO, and let's talk about them.  But
  

 9   there's an opportunity that if we decide we want to remain
  

10   with SHO and the numbers work out and you all select them,
  

11   they can still remain our network in southern Nevada on July
  

12   1 through this process that we're announcing today or
  

13   recommending today.  You have someone from SHO if you want to
  

14   hear from SHO.
  

15               CHAIRMAN CATES:  I have a question.  I think
  

16   conceptually I'm very supportive of moving in this direction.
  

17   I think the back and forth that we've had with Hometown
  

18   Health over the last several months has been a little
  

19   frustrating and I'm not sure what that's going to continue to
  

20   look like in the future.  This seems like a good path
  

21   forward.  But I am concerned how realistic the timeline is
  

22   and I want to be very clear on that.  So we would have to
  

23   stand something up for the next plan year, July 1.
  

24               When Mr. Haag was speaking, I understood him to
                 CAPITOL REPORTERS (775) 882-5322

97



 1   say that that RFQ process could be completed as late as
  

 2   February or March.  And when you spoke before you were
  

 3   talking about January and that seems a little bit of a
  

 4   disconnect if it doesn't happen until March.  Is that even
  

 5   realistic?
  

 6               MR. HAAG:  So, thank you, Chairman Cates.  I just
  

 7   conferred with the team.  So we are -- our timeline is
  

 8   anticipating an April board of examiners approval of
  

 9   contracts for qualified network providers.  So hopefully that
  

10   helps.  And I'll let Mr. Haycock, you know, work in his
  

11   schedule after that.
  

12               MR. HAYCOCK:  So for the record Damon Haycock.
  

13   I don't know if -- I was trying to see if anyone was on the
  

14   board when we did this in I think 2016.  We changed our
  

15   out-of-state network from First Health to Aetna Signature in
  

16   about seven days.  Because we had a board meeting and in June
  

17   our third party administrator came up and provided some
  

18   immediate savings opportunities based on exactly what we're
  

19   talking about here, doing the repricing exercise and working
  

20   with the various network providers, and we were supposed to
  

21   have saved two million dollars.  And then in 2017 there's an
  

22   audit from Health Claim Auditors that confirms we actually
  

23   did.  So the time frame isn't like we're building a new
  

24   system or we need to create new pathways.  This is a national
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 1   third party administrator who already has many agreements and
  

 2   pathways and system development with other networks.  And
  

 3   they have assured us that this isn't going to be an issue in
  

 4   implementing this in a rapid period of time, because
  

 5   basically you're leasing a network.  You're not building a
  

 6   network.  I know there was some comment about PEBP wanting to
  

 7   build a network.  We're not building a network.  We're
  

 8   looking to lease the best network or networks to meet the
  

 9   needs of the membership in the State of Nevada as a whole.
  

10               And so there are other networks that are viable
  

11   that we want to evaluate and bring back to you an opportunity
  

12   to move forward.
  

13               Now, as you've heard multiple times and I'll talk
  

14   about this because it should come up later anyway, Hometown
  

15   Health has said that if you do not remain exclusive with
  

16   their provider network that Renown will increase their rates.
  

17   Well, I will tell you, and I think I said this earlier, on
  

18   April 27th I think is when we had our board meeting, and on
  

19   May 1st, Renown raised their charges.  We had already landed
  

20   a zero percent for the next year that we're in right now and
  

21   a two percent each year of the contract, but they raised
  

22   their charge master.  And they asked our auditor to go out
  

23   and make sure that whatever we're going to do was going to
  

24   honor the agreement that we made.
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 1               And so my auditor got a look at their charge
  

 2   master and they were able to determine that inpatient cost,
  

 3   those costs that you can't avoid, went up ten percent.  So
  

 4   the fact that is rates going to go up and cost going to go
  

 5   up, folks, they already have.  And we're going to have to
  

 6   deal with that whether we deal with it in 2021 or 2022 or
  

 7   2019, we're going to have to deal with that.  They've already
  

 8   responded and raised their charge master.  So I don't want
  

 9   the fear of the cost of moving away from an exclusive Renown
  

10   arrangement to stop this process moving forward, because the
  

11   result that we're trying to avoid I believe is already here.
  

12               So we need to manage that through network
  

13   steerage and through plan design and any of the other things
  

14   that we have available to us.  But, today, rates are already
  

15   up and they're going to make their money somewhere else.  So
  

16   I don't know if that helps and answers your questions.  But
  

17   when it comes to network changes, we can do them very
  

18   rapidly.
  

19               CHAIRMAN CATES:  So just a follow-up.  So are you
  

20   confident that we can meet the timeline for open enrollment
  

21   and have clarity for our members based on the timeline that
  

22   Mr. Haag laid out?
  

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

24   That is correct.  We believe that the qualifications of these
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 1   vendors will occur sometime in January, that direct
  

 2   negotiations will occur in February, and the next available
  

 3   board meeting to present them to the board for approval is
  

 4   March, and the next available board of examiners meeting is
  

 5   April.  But once this board approves it, we will be able to
  

 6   easily program and then ensure that we have a communication
  

 7   campaign that goes out before open enrollment.
  

 8               MEMBER ZACK:  Mr. Chair, Christine Zack for the
  

 9   record.  Mr. Haycock, have you asked Hometown Health and SHO
  

10   for a concession on the time frame for the no-fault
  

11   termination?
  

12               MR. HAYCOCK:  For the record, no.  Outside of my
  

13   lay comment to Mr. Hager here at this meeting.
  

14               MEMBER ZACK:  Thank you.
  

15               MEMBER LAMBORN:  Mr. Chair, some comments,
  

16   please.  Leah Lamborn for the record.  So my first question
  

17   is -- Well, let's back up to the raising rates already.  And
  

18   so we understand that medical costs are going up.  But
  

19   currently we're locked in to these rate increases that are
  

20   very minimal, in my opinion, until 2021.  So I don't
  

21   understand why we jump out of that now and assume those rate
  

22   increases right away when we don't have to do it until 2021.
  

23               And my second concern is issuing -- I just feel
  

24   like we're pushed again to make a decision by December, we
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 1   have to issue the 180 days.  And then if everything goes well
  

 2   and we have to -- the contract is going to the BOB in April,
  

 3   we're pretty much just locked in to those requests for
  

 4   qualification without even really knowing what the rates are.
  

 5   Where the other option is waiting and seeing.  We can then
  

 6   really evaluate the increase in cost.
  

 7               And then my third is you said something you don't
  

 8   want to change mid-year.  Can you tell me what the
  

 9   repercussions and the drawbacks of changing mid-year would
  

10   be?
  

11               MR. HAYCOCK:  All right.  For the record, Damon
  

12   Haycock.  I'm going to try and take these in order,
  

13   Ms. Lamborn.
  

14               MEMBER LAMBORN:  Sorry.
  

15               MR. HAYCOCK:  No.  You're good.  You're good.  So
  

16   rate increases already.  So, you are correct that we are
  

17   currently locked in to this current year at zero percent flat
  

18   rate is what we paid Renown before.  And then next year we've
  

19   capped them for a two percent increase.  And the year after
  

20   that will be an additional two percent, so really it's a four
  

21   percent over the base year, right.
  

22               We have already seen and provided this board an
  

23   alternative pricing structure on a competitive hospital
  

24   integrated system of care that is based off Medicare that
                 CAPITOL REPORTERS (775) 882-5322

102



 1   already beats what zero percent looks like today.  So we have
  

 2   opportunities.  And, as I mentioned, through potential
  

 3   steerage and plan design that folks are going to be able to
  

 4   select high quality providers and make a decision as
  

 5   consumers on whether they're going to pay.  So I hate to use
  

 6   a double negative, but right now we are paying zero percent
  

 7   to Renown instead of paying less to someone else.  So we're
  

 8   already paying more than we probably should be.
  

 9               MEMBER LAMBORN:  But those are inpatient hospital
  

10   only?
  

11               MR. HAYCOCK:  No.  That's the entire process,
  

12   right.  Because it includes primary care, specialist care,
  

13   labs, all of that stuff.  So we're already paying more today
  

14   than what an opportunity that was provided this time last
  

15   year to the board would have been had we gone with another
  

16   option, right.
  

17               And so to say that we've got a good lock-in,
  

18   personally, I believe we're locked in higher than we should
  

19   be and we should be paying less than we should be because the
  

20   market will bear that.  And so for the next two years we're
  

21   going to pay what we think is the best deal, two and two.
  

22   But it really should be less right out the gate to begin with
  

23   and then it would have been tied to Medicare, which is a heck
  

24   of a lot easier to deal with instead of a random up and down
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 1   we can negotiate percentages with every provider and hope the
  

 2   bill charges don't get squirly, right.
  

 3               So, again, I want to address that.  Then wait and
  

 4   see.  We can definitely wait and see.  We can wait and see
  

 5   what happens.  And I think the third question better answers
  

 6   the second one.  Why do we not want to do it mid-year?  If
  

 7   Ms. Leah Lamborn is on my plan and Ms. Leah Lamborn picks
  

 8   Jeff Haag as her doctor and Jeff Haag is on the network we
  

 9   have today.  And then we decide we want to change networks
  

10   and Jeff Haag is not on the network.  Leah Lamborn calls and
  

11   is very angry with Damon.  And we have just disrupted the
  

12   network.  And Leah Lamborn says, had I known you were going
  

13   to do this, I would have potentially picked a different plan
  

14   that had a different network on it.
  

15               And a good example is southern Nevada.  If I knew
  

16   you were going to kill the SHO deal and you were going to
  

17   replace it mid-year with an Anthem deal, I just lost
  

18   Southwest Medical Associates and maybe I liked that version
  

19   and I liked those doctors and I'm used to seeing them for
  

20   decades.  And, now, had I known that, I would have gone to
  

21   their HMO plan, which I would have been able to maintain
  

22   Southwest Medical Associates.  But Southwest Medical
  

23   Associates is not on any of their network, we've just
  

24   disrupted the entire southern Nevada mid-year and we didn't
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 1   even put it in the plan docs so that they could have made an
  

 2   appropriate decision at that time.
  

 3               That's why technically we can move on a dime.  We
  

 4   can change networks and upload provider networks and then
  

 5   send out notices saying, FYI, here's what's happened.  But it
  

 6   generally upsets the populous when you do it mid-plan.
  

 7               CHAIRMAN CATES:  Any other questions or comments?
  

 8               MEMBER ZACK:  Mr. Chair, just one quick
  

 9   follow-up.
  

10               CHAIRMAN CATES:  Sure.
  

11               MEMBER ZACK:  Is it too late today to ask for
  

12   that concession on the termination period?  Because it seems
  

13   to me that it makes more sense to continue the current
  

14   contract, ask for a concession on when we may terminate them,
  

15   and then have more information at the March board meeting?  I
  

16   mean, we've already been in this limbo with Hometown Health.
  

17   Do we have a contract?  Do we not have a contract?  Is there
  

18   a possibility of taking a break and finding that out?
  

19               MR. HAYCOCK:  For the record, Damon Haycock.  We
  

20   can definitely take a break and find out.  We have
  

21   representatives from both of the networks here.  I don't know
  

22   if they're authorized to speak on this behalf.  I'll look to
  

23   them.  If you can or not, I mean, nod if you're authorized
  

24   right now.  So Mr. Hager can come up and talk about Hometown
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 1   Health.  I think Michelle Walker is down in southern Nevada
  

 2   for SHO.  And I think you can ask them directly.
  

 3               MR. HAGER:  For the record Jon Hager, J-o-n
  

 4   H-a-g-e-r, Director of Planning and Performance, Hometown
  

 5   Health.
  

 6               There's been a lot of discussion up here today.
  

 7   So my point in being here and the prepared remarks that I
  

 8   have is to neither support nor oppose the agenda item.  I
  

 9   just want to provide some information.  I know there is
  

10   concerns about inconsistencies, so I want you to understand
  

11   where we're at.
  

12               I will say that we are not prepared to make a
  

13   concession on the 180-day termination notice, so we'll get
  

14   that off the list right now.
  

15               So we did respond to an open and competitive RFP
  

16   in 2013, as Mr. Haycock points out.  That was about five
  

17   years ago.  That was quite a while ago.  One of the things --
  

18   And I can't oppose anything that Mr. Haycock said.  I will
  

19   disagree with one item -- actually two items and I'll get to
  

20   those in a second.  One is an item that Ms. Lamborn brought
  

21   up in May and in her comments was this is about choice, not
  

22   access.  We have a comprehensive network.  It is one of the
  

23   most comprehensive in Nevada.  And, yes, there are some
  

24   providers that are not included, but we feel this is a choice
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 1   issue, not an access issue.  Your members have access
  

 2   anywhere there's a provider for the most part.
  

 3               And there are obviously counties in Nevada that
  

 4   don't have providers.  But we try to contract with everybody,
  

 5   those providers, in those counties.  But it's difficult when
  

 6   there aren't people in some of those counties.  It's
  

 7   difficult.
  

 8               There was a comment about the inpatient rates
  

 9   going up by ten percent.  And I don't remember all of the
  

10   details.  But that was a result of a lot of communication
  

11   about how high some of our other things were, like imaging.
  

12   And so we rebalanced our -- We -- Renown rebalanced the
  

13   charge master and so some rates went up, some rates went
  

14   down.
  

15               My understanding, and I may be off on the timing,
  

16   but the intent was over the book of business, flat increase,
  

17   zero percent increase for the first year, two percent for
  

18   each of the last two years.
  

19               Mr. Haag said that the process that they are
  

20   using is not leveraging all the state agencies like he would
  

21   like to.  I think that's correct.  And my understanding from
  

22   what I've heard from other agency -- not from other
  

23   agencies -- but from our discussion and the public comments
  

24   and some of the other committees that I've been on is that
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 1   the intent is to, and from the board report, is to leverage
  

 2   PEBP, Corrections, and Medicaid, and it sounds like other
  

 3   local government agencies.
  

 4               We were told a week or two ago by Corrections,
  

 5   who is our client, that they were going to extend the
  

 6   contract for two years.  I don't know if that's still the
  

 7   case.  We haven't gotten a notice yet.  So maybe they are
  

 8   doing that and maybe they're not.  And my understanding is
  

 9   that would be through June 30th, 2021, I think.  And I
  

10   believe the Medicaid contract, the MCO contract, expires June
  

11   30th of 2021 as well.  I'm not positive of that, but I think
  

12   that's the case.  And coincidentally our current contract
  

13   expires June 30th of 2021.
  

14               So I had thought that the state was moving in a
  

15   direction to leverage all of those contracts in 2021, so I'm
  

16   going to put that out there.  So now to my prepared remarks.
  

17               So, on April 27th, you ratified a contract with
  

18   that two and zero percent.  And we reiterate that.  We all
  

19   agree that that's what we desired and we think that we've
  

20   gotten to a good place.  We feel that it was a good
  

21   concession.  While we think that you guys got a great deal on
  

22   it, we think it was important because we wanted to maintain
  

23   our more than two decades long relationship with you,
  

24   important to our community and to our state.  And we felt
                 CAPITOL REPORTERS (775) 882-5322

108



 1   confident that you had got a great deal.
  

 2               Unfortunately, only four weeks later, on May
  

 3   24th, the board report came out and basically said we want to
  

 4   look at a new RFI and RFP, terminating the contract and going
  

 5   with a new vendor.  It was consistent with our messaging that
  

 6   if you don't like what our current model is and you want to
  

 7   change the model that you need to go out to bid.
  

 8               But it was frustrating to think, hey, we just
  

 9   spent all of this time negotiating the contract, we thought
  

10   we gave a good contract to you, and then we're going to talk
  

11   about terminating it early.  So that was frustrating.  And so
  

12   at that moment that's why we decided to terminate the
  

13   contract.
  

14               It's important to note that we gave at that
  

15   point, while it wasn't the official written notice, we gave
  

16   13 months notice.  So we weren't saying you got six months
  

17   and that's it.  We're not doing it mid-year.  We gave 13
  

18   months at the time.
  

19               But then during that time from May to September
  

20   when we rescinded the termination, there were no more
  

21   complaints about choice.  It seemed like things were calming
  

22   down.  It seemed like our relationship was getting better.  I
  

23   know that on our end we shifted the staff that's working with
  

24   PEBP.  So we were trying to make things -- trying to make it
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 1   better.  And so we thought maybe we can make this work.  So
  

 2   we rescinded the termination.
  

 3               Also during that time we heard several comments
  

 4   from board members at the public meetings indicating that you
  

 5   thought that you got a good deal.  We heard the member survey
  

 6   answered by I think it was 15 percent of your population,
  

 7   maybe a little bit less.  But, in any event, that's a killer
  

 8   response for a survey in which they, statistically valid
  

 9   sample size, which by in large indicated that PEBP members
  

10   preferred the lower cost over choice.  And I don't know.  I
  

11   don't have all the details.  I didn't see it.  But that's
  

12   what I had heard.
  

13               So we felt like things had returned to normal.
  

14   Rescinded the termination.  And we thought perhaps we could
  

15   make this work.
  

16               Today you have an agenda item to terminate our
  

17   agreement go back to RFP or RFQ.  It's an identical
  

18   recommendation to our statement in May to terminate and go
  

19   out to RFP.  I think if you truly think that you can get a
  

20   better deal, then we encourage you to do so.  Go out to RFP
  

21   and get that better deal.  That message, I think, is
  

22   inconsistent.  But you may also find that the deal you have
  

23   now is as good as it gets.  We're committed to maintaining
  

24   this contract without modification should the board desire to
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 1   maintain it.
  

 2               CHAIRMAN CATES:  Thank you.
  

 3               Go ahead, Damon.
  

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

 5   Haycock.  I appreciate you taking us down memory lane.  I
  

 6   think there's one critical piece that was left out, which may
  

 7   or may not have bearing, Mr. Hager.  At the April 27th board
  

 8   meeting where you gave a good concession, you also would not
  

 9   have our EPO population unless we did.  And so we pretty much
  

10   didn't have much of an option but to find some form of
  

11   negotiations or we would have approximately 7500, 8,000
  

12   members that are required to buy plan design to have
  

13   in-network providers and not have a network based on verbal
  

14   promises that occurred over the year and that were taken back
  

15   at that meeting.
  

16               So, just a point of clarification.  There's a
  

17   bigger piece to the puzzle, which was, at the time PEBP
  

18   negotiated the best deal it could based on the fact that we
  

19   had no opportunity to have another entity cover our folks by
  

20   the time open enrollment began four days later.
  

21               Like I said, we can turn on a dime and get a new
  

22   network in place.  But we can't do it in four days.
  

23   Although, we did it in seven, which the almost contradictory.
  

24   But I can't notice people in time in four days and pick a
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 1   network.  And, so, I know personally I felt like I didn't
  

 2   have much of a negotiating position because I had to make
  

 3   sure that 7500, 8,000 covered lives in northern Nevada were
  

 4   not left out in the cold.
  

 5               And so that is just one piece that was left out
  

 6   of this prepared remarks.  Let's not forget that situation
  

 7   occurred and it occurred because it could.  And so that's one
  

 8   of the things that should just maintain as we continue to go
  

 9   forward.  Thank you for the time, Mr. Chair.
  

10               MEMBER LAMBORN:  I have one more remark.
  

11               CHAIRMAN CATES:  Well -- I want to -- We have
  

12   folks from SHO down south and I at least want to give them an
  

13   opportunity to make any statements or comments before we go
  

14   to questions.  So down south who do we have of down there?
  

15               MS. WALKER:  Hi.  I'm Michelle Walker.  I'm
  

16   representing Sierra Health Care Options today.  Thank you for
  

17   the opportunity to comment here.
  

18               I think hearing Hometown's response is probably
  

19   moot at the moment.  But, you know, we will try and
  

20   accommodate and work with PEBP.  But we need to confer with
  

21   our senior management if we are going to amend or change the
  

22   termination clause in the contract.  So I just wanted to
  

23   address that.
  

24               And then I think on the overall kind of agenda
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 1   item itself I think while it's not optimal for SHO to receive
  

 2   a termination notice in the situation, we fully support the
  

 3   PEBP's decision if they so choose to go with option two in
  

 4   the agenda.  And I will say we look forward to the
  

 5   opportunity to respond to the state's solicitation bid and
  

 6   hopefully continue to provide services to members that we
  

 7   currently provide network services to.
  

 8               CHAIRMAN CATES:  Okay.  Thank you.
  

 9               All right.  Questions and comments from the board
  

10   members?
  

11               MS. LAMBORN:  I have one more.  Well, I can't
  

12   guarantee just one more.  So the current RFQ process, does
  

13   that have the percentage of Medicare pricing already imbedded
  

14   in that process?
  

15               MR. HAYCOCK:  For the record, Damon Haycock.  I
  

16   want to kind of reiterate.  The RFQ process is to qualify
  

17   bidders.  The specific requirements that agencies or
  

18   utilizers have are specific to them.  And so what we put in
  

19   to that process is what we can receive bids, pricing bids on.
  

20   And rest assured that we will ask for multiple types of
  

21   placing arrangements to ensure that we can provide a
  

22   comprehensive overview to the board as to what we chose and
  

23   why and how it compares to what we're paying today.
  

24               CHAIRMAN CATES:  Any other questions or comments?
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 1               MEMBER ZACK:  Mr. Chair, Christine Zack, for the
  

 2   record.  Just one final thing.  You mentioned the access
  

 3   versus choice issue.  And I remember it clearly because
  

 4   Ms. Lamborn brought it up and I said that I had to
  

 5   respectfully disagree.  I actually think that access and
  

 6   choice are intertwined.  And just because you have access to
  

 7   a radiologist doesn't mean you have access to the top
  

 8   radiologist or the one that's most skilled.
  

 9               And I shared personal experience earlier this
  

10   year and I will again because perhaps you missed it.  But I
  

11   had a misdiagnosis by a radiologist in southern Nevada of a
  

12   brain tumor a couple of years ago.  And but for my ability to
  

13   choose another provider and to access that care, I may have
  

14   had, you know, surgery for a skull-based tumor that I didn't
  

15   have.
  

16               And so to me it's personal and it's very
  

17   important that if there are doctors that are at Saint Mary's
  

18   that may have more experience or for whatever reason may be
  

19   more skilled in a certain specialty area that our members be
  

20   able to choose to access them.  And so for me it's very much
  

21   intertwined.  And I just wanted to follow up on that comment,
  

22   not knowing if you had heard the entire previous discussion.
  

23               CHAIRMAN CATES:  Thank you.
  

24               Any other questions or comments?  Go ahead.
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 1               MEMBER SHIPPEY:  Thank you, Mr. Chair.  I think
  

 2   cost is something that our membership clearly communicated,
  

 3   those that responded to the survey.  And I just want to
  

 4   suggest that and see, Damon, if you agree with this, if we
  

 5   end up delivering termination notices and we're forced to
  

 6   select a network in a short amount of time, I would suggest
  

 7   that we may not have as much leverage in negotiating the best
  

 8   deal for us in terms of cost that these networks -- similar
  

 9   to what happened earlier this year when you were forced to go
  

10   out and get some bids, we didn't see network options then
  

11   that were more cost effective than the one we currently have.
  

12               And I would suggest that if we try to do this in
  

13   a short timeframe we may end up with the same type of result.
  

14   And we'll have our choice of networks and all of them may
  

15   cost more than what we currently have.
  

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

17   This is always a difficult and challenging topic, because,
  

18   depending on who you talk to, you'll get a different answer.
  

19   And I'm going to give you mine as you have requested.  But I
  

20   want to caveat it a little because there are folks that
  

21   respond to our survey.  First, let's talk about when the
  

22   survey was issued.  It was issued when we thought we were
  

23   cutting budgets.  It was issued when we thought we needed to
  

24   cut benefits, raise rates, or do a combination of both.  And
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 1   when you are forced with that question, I think -- I had a
  

 2   member call in, and Laura can attest to this, that said, oh,
  

 3   goody, you either want to shoot me in the head or have me die
  

 4   by a thousand paper cuts.  Those were the options that were
  

 5   in that actual survey.
  

 6               So we're not at a point today where we we're
  

 7   asked to by the governor or the governor's finance office
  

 8   that we need to come up with five percent cuts or flat
  

 9   budgets or any of that type of stuff.  And so now, you know,
  

10   with the current situation in the economy, and you saw that
  

11   we put in to our agency request budget, we're asking for more
  

12   money.  And hopefully -- I won't even say that because that
  

13   makes it sounds like we didn't purposefully try to.  But our
  

14   goal is to provide the highest qualify benefits at affordable
  

15   prices.  That's our mission.  It doesn't mean that our goal
  

16   is to provide the lowest cost benefits and hope that quality
  

17   finds it way in there, all right.
  

18               And, again, when I teed up this conversation at
  

19   the beginning or this report, it's a policy of who do we want
  

20   to be.  Are we willing to pay -- Is our membership willing to
  

21   pay, is the state's contribution willing to pay a little bit
  

22   more money to get better quality?  And I'm not saying that
  

23   Hometown Health or Renown does not have that quality.  I went
  

24   through and looked at their ratings, and, yes, their star
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 1   ratings are less and I went to see where I can pick on them
  

 2   and I can't.  I mean, they're not a bad hospital system and
  

 3   I'm not going to disparage their quality, publically or
  

 4   privately.
  

 5               But what I will say is that just like Ms. Zack
  

 6   said, you know, do we want to give the opportunity for folks
  

 7   to choose a different path and can we afford to do it.  And I
  

 8   guess what I'm telling you today is I think we can.  I don't
  

 9   think we're at the point where we cannot afford to pay a
  

10   little bit more for services if we're allowing more access
  

11   and choice to our membership and still remain as solvent as
  

12   we have for all of these years.
  

13               Now, I could change my tune in January when the
  

14   State of the State comes out and all of a sudden our budget
  

15   is different.  But I have confidence that sometimes,
  

16   sometimes it might be right to pay a little bit more to get
  

17   the type of quality both on the member side and on the client
  

18   relationship side to ensure you have a successful partnership
  

19   that you can leverage for decades, right.
  

20               And so we want to make sure that we have the
  

21   right provider network, just like we want to make sure we
  

22   have the right third party administrator, which changed back
  

23   in 2011, or we have the right Medicare exchange, which you've
  

24   heard today that they've done a huge turnaround in customer
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 1   service and now they're willing to offer us significant
  

 2   concessions in cost.  We want to partner with folks that we
  

 3   can negotiate.  And I think we've proven at PEBP, at least I
  

 4   hope I have, that we can negotiate things pretty rapidly and
  

 5   pretty successfully.
  

 6               And so just to give you an example, on a typical
  

 7   solicitation, I don't get to choose who we pick.  I'm not
  

 8   part of the process.  I used to be statutorily alienated from
  

 9   the process.  Now I'm no longer statutorily alienated,
  

10   however, the rules say that on an evaluation committee no one
  

11   person can supervise everybody else and be part of it.  So
  

12   that basically says directors and agency heads are out.
  

13               So then an evaluation committee selects a vendor
  

14   and then they hand it to me and they say let's negotiate with
  

15   purchasing and with who ever else we can get to the table.
  

16   And we generally negotiate in about a month.  That's
  

17   generally been what we've done.  We did that with our PBM.
  

18   We did that with our -- We did it -- Honestly we did it with
  

19   every other contract.  Because we don't have three months,
  

20   six months, 12 months of time to go back and forth.  Because
  

21   the bids that people bring in are a point in time.  And if we
  

22   spent six months doing negotiations, by then, the original
  

23   bid is no longer valid because the pricing has changed.  So
  

24   we feel very confident that the time frame will not position
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 1   us in a way where we cannot provide services.
  

 2               So I'm going to go out on a limb here and say
  

 3   that if it turns out that we do end up initially having to
  

 4   pay more for our network, we have the capability within those
  

 5   networks to end within our plan design to make up for it, to
  

 6   steer folks to high quality, low cost services.  Healthcare
  

 7   Bluebook is a great example of that that's doing it for us.
  

 8   And that we are not stuck to just the old way of we sign a
  

 9   network agreement and we just hope to God they don't raise
  

10   rates.  I don't know if that helps.  But we feel confident we
  

11   can negotiate in time or we would never bring this to you.
  

12               Today isn't April 27th where we have open
  

13   enrollment four days later.  Today is November 29th, many
  

14   months earlier.  So we feel confident that there is enough
  

15   time to perform this process if you so choose to allow us to
  

16   do it.
  

17               MEMBER LAMBORN:  See, I told you I couldn't.
  

18   Again, Leah Lamborn, for the record.  So, Damon, that's just
  

19   a little contradictory of what you said previously of
  

20   currently we may be paying more than what we can already get
  

21   on the percentage of the Medicare rate and that right now we
  

22   have the zero percent, two percent each year, two percent,
  

23   which is a total of four percent over the biennium.  But
  

24   you're asking for six percent which is on top of six percent,
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 1   so 12 percent over the biennium, for inflation.
  

 2               So I really echo Mr. Shippey's comment about
  

 3   locking ourselves -- backing ourselves in the corner and
  

 4   giving away our leverage and negotiating power by not having
  

 5   a network and having to go with the RFQ and negotiating the
  

 6   rates at that time when they know that our contracts expire.
  

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

 8   Let me respond and hopefully alleviate some of the
  

 9   contradiction.
  

10               First of all, the network rate that we have is
  

11   only for Renown.  There are multiple hospital facilities and
  

12   providers all across their network that do not have a zero,
  

13   two, and two.  There's nothing in our current network
  

14   contracts that we have today that prevents any other hospital
  

15   in their network from quintupling their cost next year.
  

16   There's nothing.  So there's no safeguards.  We were only
  

17   able to negotiate safeguards with Renown, which is a vary
  

18   large share of our costs, agreed.  But it doesn't mean that
  

19   the rest of the network isn't going to go up significantly.
  

20               So there's no guarantee on that.  So I want to
  

21   make sure we're not just talking about -- It's not just a
  

22   Renown network for a Renown system of care in Reno, Nevada.
  

23   They are covering 14 counties.  They sign contracts with
  

24   Northeastern Medical Center, which we hopefully all know by
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 1   now is extraordinarily costly, and we don't know what they're
  

 2   going to do in the next few years as well.  They're one of
  

 3   the most profitable hospitals in the nation, as we've seen in
  

 4   the reports.  But, regardless, there is no, again,
  

 5   concessions for the rest of the network.
  

 6               And, yes, from a hospital to hospital standpoint,
  

 7   we had one hospital across the street from that hospital
  

 8   willing to tie themselves to Medicare, which we when we ran
  

 9   all the numbers, was less costly than the current agreement
  

10   we had before we amended the contract.
  

11               So, again, I'm not -- what I'm saying is from a
  

12   policy perspective because I was trying to address
  

13   Mr. Shippey's argument is are we only going to just buy
  

14   from -- I guess maybe I should change it this way.  Are we
  

15   going to buy from the lower bidder every time?  Is that the
  

16   method that we need to do?  And, if so, I need to know that
  

17   and we will make sure that we always recommend the lowest
  

18   bidder, regardless of anything else that's out there.
  

19               But are we willing to pay a little bit more?  And
  

20   I'm saying we may not have to.  But even if we have to, are
  

21   we willing to pay a little bit more because we want to have a
  

22   different arrangement and we want to have different
  

23   motivators and different priorities?  If we want the lowest
  

24   bidder, then it's the lowest bidder, then it's the lowest
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 1   bidder that wins every time and we can move forward with that
  

 2   process.  And we can say that's what it was, cost ruled the
  

 3   day.
  

 4               But I know we're going to hear later and I know
  

 5   people are going to come up to the table and say, Damon, you
  

 6   keep making excess reserves and what's going on.  It's
  

 7   because we are consistently negotiating and managing the plan
  

 8   and we're finding cost-saving activities.  That doesn't stop
  

 9   when and if we change networks.
  

10               So I hate to guarantee and put the cart before
  

11   the horse and say PEBP is guaranteed we're going to save
  

12   money, trust me, we're going to go out and we're going to
  

13   save money, because I don't know what the bids look like.
  

14   But if they look like they looked like before, I am confident
  

15   that we can put together a package that will be competitive
  

16   to anything that we have today to include the concessions
  

17   that we got from Renown.  That's my only caveat.
  

18               CHAIRMAN CATES:  Any other questions or comments?
  

19   Okay.  Let's go ahead and open it up for public comments.
  

20   We'll start up north.  Public comment will be limited to
  

21   three minutes.  I'll let you know when you hit that.  If you
  

22   have more to say, you can always submit it in writing.
  

23               Please identify yourself for the record.
  

24               MR. STOSIC:  My name is Nick Stosic and I am an
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 1   employee for the State of Nevada.
  

 2                  (The court reporter interrupts)
  

 3               MR. STOSIC:  Yes.  Stosic is S-as in
  

 4   Sam-t-o-s-i-c.  And I guess hearing the different issues
  

 5   today I would just say looking as an employee we have to look
  

 6   at this board in kind of a fiduciary duty to represent us.
  

 7   You're the ones that are making the decisions that are
  

 8   impacting the entire state.  Hearing comments like we can put
  

 9   together a decision in seven days, to me, honestly, is not a
  

10   comforting comment because I don't think that's providing the
  

11   kind of transparency and vetting and making sure that not
  

12   only are you making the right decision on behalf of the state
  

13   employees but did you also give them time to have the state
  

14   employees vet and give you our opinion on what you're trying
  

15   to offer.  I think our opinion should matter for you to make
  

16   a fully informed decision and you're doing the right thing on
  

17   our behalf.
  

18               And so I would say to me when I looked at this
  

19   particular issue, I've never truly ever come and done a
  

20   public comment at a board meeting before.  But I was
  

21   incredibly moved when I saw the option was to terminate a
  

22   contract in order to allow us to join the solicitation.
  

23   That, to me, I've never seen in a business that kind of
  

24   decision making where we terminate the known to move in to
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 1   the unknown and they're not sure if it's better or not
  

 2   better.  And so to me that's one of the real issues that I
  

 3   have.
  

 4               I will say that the joint purchasing power
  

 5   maximizing that statement that was in the decision making,
  

 6   you're not talking about joining with Medicaid today.  But I
  

 7   will say again when you're looking at a state employee, if we
  

 8   get to the point where the purchasing power puts us in to
  

 9   that position, it's obviously important to remember when
  

10   you've got 660,000 Medicaid recipients, if we're now putting
  

11   in the same pot for competing for provider access.  You know,
  

12   those are kind of important things to consider as well of
  

13   what you're doing to do the best job representing state
  

14   employees.
  

15               And then I will say looking at hospitals -- I
  

16   love Saint Mary's.  I was born in Saint Mary's.  My children
  

17   were born in Saint Mary's.  I love Saint Mary's.  But I'll
  

18   also say that most of my career was in the insurance industry
  

19   in Reno, Nevada, so I have a lot of experience with the
  

20   industry.  Renown is the only hospital that has the level two
  

21   trauma center and the children's ER.  And I will say that I
  

22   saw numerous families that had plans that only covered Saint
  

23   Mary's and received balance billing for traumas where the
  

24   ambulance took them there, they had the treatment, and they
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 1   were in the hospital at Renown that had over a hundred
  

 2   thousand per family of balanced billing issues.
  

 3               And so I would love to see both hospitals in our
  

 4   network.  I think that would be absolutely fabulous.  But I
  

 5   will say if we don't have access to the trauma center and the
  

 6   children's ER of Renown, the people in northern Nevada have
  

 7   an issue that they have to consider.
  

 8               So really I'm going to close with that but ask
  

 9   you as the board members to consider, first of all, your
  

10   position in representing state employees.  And, second of
  

11   all, not really being able to even get feedback from state
  

12   employees before you make a decision to me is not a good
  

13   precedence.  And today if you go ahead and do option two,
  

14   you've really -- you're going in to the unknown without us
  

15   even being able to give feedback is that the direction that
  

16   the state employees would like.  So with that I appreciate
  

17   the opportunity.
  

18               CHAIRMAN CATES:  Thank you, sir.
  

19               MR. GLADSTONE:  Good morning, Chair.  Thank you
  

20   for the opportunity to speak again to the board.  What
  

21   Mr. Haycock --
  

22                 (The court reporter interrupts)
  

23               MR. GLADSTONE:  Oh, sorry.  Jeremey,
  

24   J-e-r-e-m-e-y, Gladstone, G-l-a-d-s-t-o-n-e.
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 1               What Mr. Haycock is presenting sounds wonderful.
  

 2   Higher quality, lower cost, more access to care, better
  

 3   choices.  Honestly, I can't really argue to that point.
  

 4               What I can argue is, is the span of time we have
  

 5   an appropriate amount of time.  And would we go and make such
  

 6   an important decision without concrete evidence to support
  

 7   what he is claiming.
  

 8               You know, several members of the board have
  

 9   pointed out whether this is possible to happen in such a
  

10   short time and asked Damon, Mr. Haycock, whether he was
  

11   confident he could make this happen.  And my question is why
  

12   is it not worth taking one more year to fully vet this
  

13   process to establish this high quality low cost network that
  

14   he's going to be able to put together for our members.  Isn't
  

15   our membership important enough to make sure that what we're
  

16   offering to them is fully vetted and is going to give them
  

17   the access in choice that Damon is offering?  They are
  

18   important enough.  And we should be willing to give that one
  

19   more year before we just blindly move on to something that we
  

20   really don't know.
  

21               Like I said, what Mr. Haycock has presented
  

22   sounds wonderful.  But the truth is we have no clue what
  

23   those negotiations will look like or what those networks will
  

24   look like.  And I think if we're going to make such an
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 1   important decision we should have that presented to us,
  

 2   presented to the members, so that we can truly understand
  

 3   what it is we're offering to take up with this choice.  And
  

 4   that's all I have to say on this matter.  Thank you.
  

 5               CHAIRMAN CATES:  Thank you.
  

 6               MR. KING:  For the record, Chris King, K-i-n-g.
  

 7               CHAIRMAN CATES:  Is that light on?
  

 8               MR. KING:  Oh, I'm sorry.  Chris, C-h-r-i-s,
  

 9   King, K-i-n-g.  No relation to royalty, unfortunately.  Vice
  

10   President, Saint Mary's Medical Group, representing the Saint
  

11   Mary's Health Network.  And our CEO apologizes for not being
  

12   here.  She's on vacation with her family.
  

13               We're just here again to advocate for choice.  I
  

14   know there's been a lot of discussion about costs.  We
  

15   believe that choice is the more appropriate path.  We also
  

16   don't believe that choice leads to additional cost.
  

17               I would look just to an example within this area.
  

18   Lyon County School District just made the decision to move
  

19   away from Hometown Health as their provider of choice, their
  

20   network of choice.  They have chosen to contract with Cigna.
  

21   Cigna now gives them access to all of the providers in
  

22   Renown, the providers at Saint Mary's, the providers at
  

23   Carson Tahoe.  They've actually decreased their costs for
  

24   Lyon County School District.  And so I think you'll see there
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 1   are examples that happen this year.  It will be effective
  

 2   January 1st of 2019.
  

 3               Again, choice is important because access is
  

 4   important.  This is a community that does not have enough
  

 5   providers.  And so the access to 25 current care providers
  

 6   for Saint Mary's, three additional urgent cares, three
  

 7   additional oncologists, three additional pulmonologists, two
  

 8   additional neurologists, three additional radiology
  

 9   oncologists, these are important services for a growing
  

10   community that we have.  And I believe that you can do it at
  

11   a cost-effective price.
  

12               I realize I'm going to be bias coming from Saint
  

13   Mary's.  But at the end of the day, I would just ask you --
  

14   We were a little disappointed in the past and we understand
  

15   that you have a decision to make.  And we thank Damon for his
  

16   continued hard work.  We support you whatever the decision
  

17   and we will continue to advocate for choice in our community.
  

18   Thank you.
  

19               CHAIRMAN CATES:  Thank you, sir.
  

20               MR. ERVIN:  Kent Ervin, E-r-v-i-n, representing
  

21   the Nevada Faculty Alliance.  What we hear most from our
  

22   participants is they want to keep their current network,
  

23   doctors and specialists, and not have that disrupted.
  

24   Choice, you hear some, but that's the primary concern that
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 1   they don't have to change.  They're not forced in to a
  

 2   change.
  

 3               Hearing all conversations today gives us the
  

 4   concern that there is just not a lot of time between now and
  

 5   March to conduct a thorough review and for the board to
  

 6   conduct a thorough review of all the issues.  We've heard
  

 7   about leveraging.  That's the future, not now.  But we
  

 8   haven't seen any data on what the current process would
  

 9   leverage versus PEBP going out for its own solicitation.
  

10               I am concerned and I want to bring up and maybe
  

11   ask for some feedback about the RFQ process.  The RFP
  

12   process, the request proposals, has, while it's rigid, has
  

13   very specific rules that protect the agency and the PEBP
  

14   program so that you all can evaluate proposals in confidence
  

15   and not have a -- not do that in public, which it appears you
  

16   would have to review these things that come back in public.
  

17   Maybe not.  But you have to make decisions and subcontracts
  

18   in public where we know that the vendors are quite willing,
  

19   sometimes legaltiguous but also to use public meetings and
  

20   political connections to try to influence the situation.
  

21               So I just have concerns of this RFQ process seems
  

22   to imply that the contract negotiation occurs all by staff
  

23   and then has to come back to the board that you be subjecting
  

24   yourselves and ourselves to packed rooms that may just cloud
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 1   the issue.
  

 2               I'm very concerned whether having a new PPO
  

 3   network that gets approved in April by the board of examiners
  

 4   maybe comes to the board in March.  How is Aon going to cost
  

 5   that out for rate setting time in March?
  

 6               So our recommendation would be to hold off for
  

 7   another year.  We're all in favor of a solicitation process.
  

 8   We want it to be fair for everybody.  We want it to be
  

 9   thorough and get everything done.  But it just seems that
  

10   this timeline doesn't help and that there's really not much
  

11   harm done to wait until -- do this over a longer time period,
  

12   whichever process the board decides.  Terminate at the end of
  

13   plan year '20, so June 30th, 2020.  But you don't have to do
  

14   that termination until you have an idea of what the
  

15   replacement is going to be.
  

16               So we would request a wait and see but go forward
  

17   with a process because we do think eventually you have to do
  

18   the process and a year earlier than -- two years earlier than
  

19   having to get everything done before rate setting time just
  

20   seems way overambitious and possibly fraught with issues.
  

21   Thank you.
  

22               CHAIRMAN CATES:  Thank you.  I will just comment
  

23   on that.  I don't normally comment on public comment.  But
  

24   the RFQ issue and whether that would be put the state at risk
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 1   or hinder the board's ability to make decisions, I'll just
  

 2   say that I don't have any concerns there.  The RFP process
  

 3   that the state follows is a standard and mature process just
  

 4   like the RFP process.  It's just another procurement method
  

 5   that has rules around it that are very similar to RFP.  And I
  

 6   don't have any concerns that that method would inhibit this
  

 7   board's ability to exercise its authority.  So go ahead.
  

 8               MR. RANFT:  Good afternoon, board and respected
  

 9   board members and again Damon.  We appreciate the time that
  

10   you've took and answered our questions.  At the end of the
  

11   day --
  

12                 (The court reporter interrupts)
  

13               MR. RANFT:  Kevin Ranft with AFSCME Local 4041
  

14   representing numerous state employees.  Again, that's
  

15   American Federation of State County Municipal Employees.
  

16   R-a-n-f-t.
  

17               Ultimately AFSCME is neutral on this agenda and
  

18   this recommendation.  We are concerned with some of the time
  

19   frames.  We understand the reasons why we are here today.
  

20   Ultimately, you know, we feel that this is an issue that
  

21   comes as we saw during this election.
  

22               Health care is the number one priority for state
  

23   employees, their families.  And we have to take a look at
  

24   that.  So, you know, what is the overall big picture.  And
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 1   that's to get this right.  With this we ask for the board to
  

 2   really take this opportunity to vet it and to proceed
  

 3   cautiously.  A vote today is a vote for state employees
  

 4   future.  We understand there's a risk versus reward.  We're
  

 5   going in to the unknowns.  But we would like to really let
  

 6   you know that we are neutral.
  

 7               You know, Damon has provided us with some clarity
  

 8   with the intent of moving forward with option two.  He's also
  

 9   stated some clarification on potential regards of using
  

10   current doctors and other facilities.  However, there's still
  

11   a lot of state employees that are concerned with what doctors
  

12   they're currently using may not be available if new providers
  

13   were selected, even if it's numerous providers.  Other state
  

14   employees that we spoke to, one has spoken today, regarding
  

15   the use of Renown's children's ICU and their trauma center.
  

16   Ultimately, I had provided -- have been provided a response
  

17   from Damon on that.  I would like to have that potentially on
  

18   record today because that's a valuable asset that Renown
  

19   brings to our community.  Saint Mary's has numerous choices
  

20   and options as well.
  

21               With that being said, again, we would just like
  

22   to have some clarity on that if we can.
  

23               As we know, state employees came up here and said
  

24   numerous times we want quality benefits at the most
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 1   affordable rates.  They also want access.  They also want
  

 2   choice.  Some employees have came to impasse meetings and
  

 3   expressed their needs, and I think that's one of the reasons
  

 4   why we are here today is state employees do want an
  

 5   opportunity to have numerous providers, but they want to
  

 6   proceed cautiously to make sure that we get it right.
  

 7               For those reasons I would like to thank the board
  

 8   and Damon for their due diligence.  With that being said,
  

 9   most importantly, we just ask for a cautious vote today and
  

10   thank you for your time.
  

11               CHAIRMAN CATES:  Thank you.
  

12               MS. MALONEY:  Well, I'll say what Mr. Ranft said.
  

13   I think it's good afternoon almost.  To the board, Pricilla
  

14   Maloney, M-a-l-o-n-e-y, representing the AFSCME retirees.
  

15   And as I have said in a whole lot of different context to
  

16   this board and when different issues have come up to clarify
  

17   for some of our newer members, like Board Member Fox, the
  

18   bulk of my membership in my group falls within the Medicare
  

19   retiree population here who access PEBP through an amount.  I
  

20   hate the term subsidy, so I won't say it, given to us by the
  

21   legislature.  And then we purchase their supplement plans.
  

22               And the beauty, since I am now a Medicare
  

23   retiree, yay, of my supplement plan is I have shared with
  

24   this board before since Board Member Zack was brave enough to
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 1   bring up her issue, I too had a cancer diagnosis.  And one of
  

 2   the beauty of my situation at the time and now following
  

 3   through in my Medicare status is I had as a northern Nevadan,
  

 4   I live up here, access to both Saint Mary's and Renown and I
  

 5   could, you know, like a cafeteria plan, pick from both
  

 6   networks, both services.
  

 7               And that would be the thing that my board has
  

 8   expressed their concern in the big picture is how do they
  

 9   access care even in that status, a Medicare retiree
  

10   purchasing a supplement, and why does that affect these
  

11   decisions when we're talking about what would be primarily
  

12   the pre-Medicare retiree population would be affected by
  

13   those changes and the active employees as represented by
  

14   Mr. Ranft.
  

15               The reason that makes a difference, and I'm here
  

16   to tell you we will get to that, I know, in Agenda Item 11,
  

17   but, for example, and I brought this to speak to Item 11, but
  

18   it ties in with this conversation.  We're talking a huge
  

19   amount about cost, how to get the best health care for the
  

20   best, most reasonable price.  Now, when you get to your board
  

21   packet for Item 11, and we're looking at pages five and six,
  

22   there is a discussion about a less than two million dollars,
  

23   and that's in the nature of the state budget that's funding
  

24   here where two million dollars is chump change in some
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 1   context but a huge amount if it was individually there.  But
  

 2   to say less than two million dollars at the top of page six,
  

 3   they're talking -- the staff is talking about a feature built
  

 4   in to the budget already that's been submitted to take care
  

 5   of some things that when you are a retiree, especially
  

 6   Medicare retiree, and you're on a fixed budget can add up to
  

 7   probably eight dollars as the assessment, as I understand.
  

 8               So I brought to my meeting with Damon -- And
  

 9   thanks again to Damon, he has been continuously just stellar
  

10   in reaching out to the different stakeholders in these
  

11   decisions.  But I brought this from March 23rd, 2017.  And I
  

12   do have a clean copy to submit as an exhibit if necessary.
  

13   But this was -- these things that are captured at page six of
  

14   your board packet today, they were covered by tapping in to
  

15   those excess reserves as a one-time shot in the last budget
  

16   cycle.  Now we're back to, okay, our budget is built on a lot
  

17   of little, pardon the expression again, chump change, two
  

18   million here, three million there.  And this is now -- We've
  

19   reversed the position.  We're not going to take that
  

20   assessment and give it as a one-time benefit to the Medicare
  

21   retirees like we did in 2017.  In fact, we are seeking to
  

22   balance the overall billions of dollar budget of the state by
  

23   dinging them for the exact thing you gave them in 2017.
  

24               Why does that tie in to Item Agenda 9?  Because
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 1   we're talking about costs.  We're talking about speculation
  

 2   that there will be negotiations.  And, again, as the first
  

 3   speaker, the state employee, Mr. -- I'm sorry, Mr. Stosic.  I
  

 4   don't know if I have his name right, so eloquently said,
  

 5   when, you know, continuity of care and consistency are what
  

 6   matter to people.  So telling people, hey, we need to save
  

 7   two million over here so we can, quote, turn on a dime and
  

 8   respond to this information we got through the RFQ process
  

 9   and build that in to the budget.  Because all of this
  

10   uncertainty, we too are officially neutral.  We support
  

11   everything Mr. Ranft said.
  

12               But there's a great deal of concern.  I really
  

13   echo the comments today of Board Member Zack and Board Member
  

14   Shippey on this, and, again, our first speaker, we're going
  

15   from the known, we have an existing contract, the pricing,
  

16   that pricing is built in to the budget submitted.  And now we
  

17   are opening the budget process up to, oh, you know, we're
  

18   going to have to move some pieces around now to accommodate
  

19   this network provider or that network provider.  And that's
  

20   of great concern to me.  If that makes sense.  I hope it made
  

21   sense.  Because I'm weaving Item 11 and Item 9 together.  But
  

22   it is all connected.  It is all connected.  Thank you.
  

23               MS. LOCKARD:  Thank you, Mr. Chair, and members
  

24   of the board.  My name is Marlene Lockard, L-o-c-k-a-r-d.
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 1   And I'm representing RPEN, the Retired Public Employees of
  

 2   Nevada.
  

 3               I find that I'm sitting here yet again to say
  

 4   that once again we're pushed on an immediate timeline to make
  

 5   a major decision.  And this is consistent throughout the last
  

 6   couple of years with this board.  And I feel strongly that at
  

 7   some point the board needs to get ahead of decision making so
  

 8   that there's ample time that the various stakeholders can vet
  

 9   proposals and policy direction that the board may be
  

10   considering.
  

11               And, as you know, last summer, we had originally
  

12   talked about putting an RFP out last summer after Hometown
  

13   Health gave their notice of cancellation.  That did not
  

14   happen.  Had that happened, we would have information right
  

15   now for all of us to make a more informed decision, in my
  

16   opinion.
  

17               But, yet again now, we're here up against a
  

18   deadline that you continue on or you make a change.  And I
  

19   think more access to health care is important.  But do we
  

20   terminate what we have for an unknown, as has been stated by
  

21   several testifiers.
  

22               So, again, I'm just frustrated because it's very
  

23   difficult for our members to evaluate and analyze potential
  

24   impact to our membership.  And if we could ever turn the
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 1   model of this board to anticipate in advance and play it
  

 2   forward so that there's enough evaluation period for everyone
  

 3   to make an important decision like this, it would be helpful,
  

 4   in my view.  Thank you.
  

 5               CHAIRMAN CATES:  Thank you.
  

 6               Any other public comment in Carson City?
  

 7               MS. BOWEN:  My name and words for the record --
  

 8   My name and words for the record, P-e-g-g-y, Peggy, space,
  

 9   Lear, L-e-a-r, space, Bowen, B-o-w-e-n.
  

10               To say that I feel like déjà vu has occurred once
  

11   again is absolutely the -- what's going on as far as the RFP
  

12   going out and exactly what occurred and occurred and occurred
  

13   and occurred.  What we have found is in the past workshops
  

14   have been held, which is the hole in the open meeting law
  

15   that has occurred.  And when it's called a workshop, it
  

16   doesn't have to be open to the public.  And therefore lots of
  

17   decisions are made and not necessarily all insurance
  

18   companies are invited to participate in talking about this
  

19   process.  The public is not invited to at least witness it.
  

20   It's not open to public scrutiny.  It's not transparent.  And
  

21   we end up with the same routine of extending the contract and
  

22   extending it and extending it.  And the cost increase that
  

23   you had indicated today would have been what they would have
  

24   gotten in rate increases otherwise.  So that cost savings did
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 1   not exist.  What did exist though during this whole process
  

 2   is the absolute shutdown of access to doctors now.  And the
  

 3   doctors who Hometown Health -- Renown.  I'm sorry.  Renown
  

 4   has gone out and bought practices in northern Nevada,
  

 5   literally bought practices.  And when you only have, like,
  

 6   one pulmonary group as such available to go to for -- that
  

 7   I've been going to for 28 years and many others, if they
  

 8   aren't part of during this process of wait and see, I would
  

 9   just thank God that Renown bought my pulmonary practice so
  

10   that I could still see my doctors at that time.
  

11               What was happening is my appointment was on a
  

12   particular day and Renown purchased them three days earlier
  

13   so that I could go to see my same doctors that I've been
  

14   seeing to keep me alive.  And if they hadn't purchased it, I
  

15   would have been up the wall, up the creek, for having my
  

16   pulmonary doctor who's followed me since 1980, '79, '80 when
  

17   I experienced an accident, up the creek.
  

18               Because the process is in hold.  And I don't know
  

19   if you knew that, that people who are waiting for this to be
  

20   done and continuing on with the idea if they aren't with
  

21   Renown you can't go see them.
  

22               I don't know if you know Northern Nevada
  

23   Hospital, which hasn't been mentioned today, has become a
  

24   sole hospital now and so they need to be included in your
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 1   discussion.
  

 2               The last point I want to make, because I don't
  

 3   want to miss it, Renown Hospital right now is being fined by
  

 4   Medicare for having hospital-caused incidents that cause
  

 5   longer hospital stays for which they are not willing to pay.
  

 6   And they are -- they have to pay Medicare.  I probably said
  

 7   social security.  They have to pay Medicare for the hospital
  

 8   stays and they are being fined and they are being paid at a
  

 9   lesser rate than what they normally would be paying if they
  

10   had the quality care that was supposed to have happened in
  

11   terms of being dropped, wrong limbs being amputated, and
  

12   surgery bumps.
  

13               So my time is up.  The rural people have been
  

14   totally left out.  The idea of Churchill still -- we need the
  

15   access, we need the quality, we need the care.  And cost
  

16   needs to be a consideration, but like the best doctors.
  

17   Thank you very much.
  

18               CHAIRMAN CATES:  Thank you.
  

19               MS. BOWEN:  And thank you for all of your hard
  

20   work.
  

21               CHAIRMAN CATES:  Thank you.  Any other comments
  

22   in Carson City?
  

23               MR. SMITH:  Good afternoon.  My name is Allen
  

24   Smith, Chief Financial Officer for Saint Mary's Health
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 1   Network.
  

 2               And I only wanted to speak to one of the concerns
  

 3   that I heard this morning and that is do you lose leverage
  

 4   when you terminate a contract?  You do not.  I've been a CFO
  

 5   for 25 years representing providers and have negotiated
  

 6   contracts in about ten different states.  You actually
  

 7   increase your leverage.  You are the buyer.  The provider has
  

 8   something they want to provide.  And I believe by terminating
  

 9   your contract, if that's the decision that you make, you will
  

10   only increase your opportunity to provide access and choice
  

11   to your constituents and you will lower cost as a result.
  

12   You've already seen how competition has reduced the cost in
  

13   your current agreement with Renown because you had Saint
  

14   Mary's agreement side by side, thereby forcing them to make
  

15   concessions in their agreement.  So I'm only suggesting that
  

16   you would increase your leverage, not decrease it.  Thank you
  

17   for your time.
  

18               CHAIRMAN CATES:  Thank you.
  

19               Any other public comment in Carson City?  Is
  

20   there any public comment in Las Vegas?
  

21               UNIDENTIFIED SPEAKER:  No, there's no public
  

22   comment here.
  

23               CHAIRMAN CATES:  Okay.  We'll close public
  

24   comment and take it back to the board.  Further discussion?
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 1   Damon, go ahead.
  

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

 3   Mr. Ranft asked me to put something on the record and so I
  

 4   wanted to be cognizant of his request.  As part of his role
  

 5   at AFSCME, he asked me if this had an opportunity to cut out
  

 6   or alienate the Renown Regional Medical Center and their
  

 7   children's intensive care unit and their trauma center and
  

 8   the answer is no.  And I told him that specifically, but I'll
  

 9   put it on the record today.
  

10               What I want us to hopefully get away from is do
  

11   we have Renown or do we have Saint Mary's.  It's not an
  

12   either or.  The idea is an and.  Do we have Renown and do we
  

13   have Saint Mary's.  And today every other network that I'm
  

14   aware of has both, with the exception of one, and I think
  

15   they've almost locked them in again.  So it's not an either
  

16   or.  What we're talking about is a potential and.  And the
  

17   and is more competition will, of course, create more choice
  

18   and lower cost.
  

19               And I didn't want to talk about my negotiating
  

20   skills, so I'm really happy that Mr. Smith got up and said,
  

21   you know, you would have leverage, because he's absolutely
  

22   correct.  In fact, the threat of termination of contract has
  

23   resulted in multi-million dollars of negotiations that I have
  

24   been able to accomplish here at PEBP in my short time.  And
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 1   so we have been able to save significantly because of the
  

 2   leverage that we are the payer and it's our money, so we
  

 3   demand the best and we demand exactly what we need, instead
  

 4   of hope and pray that somebody shows up that happens to give
  

 5   us something they feel like giving us.  And so I want to make
  

 6   sure that we recognize that this isn't an either or example
  

 7   here.  I'm not looking to replace Renown with Saint Mary's
  

 8   and I'm not looking to, you know, only have Renown and not
  

 9   Saint Mary's.
  

10               The only reason why there is an either or today
  

11   is by the design of the network we have.  We did not create
  

12   that either or.  We did not solicit for that either or.  We
  

13   did not say we are only looking for one hospital in the
  

14   greater Reno area that we want to deal with, so duke it out
  

15   and whoever wins, wins.  No.  We said we wanted the most
  

16   comprehensive network and so we ended up selecting Hometown
  

17   Health in 2013.  It's not an either or.  So hopefully we're
  

18   not looking at replacing one or the other.
  

19               We rely heavily, our membership relies heavily on
  

20   Renown children's intensive care unit and their trauma
  

21   center.  They are the only level two trauma center in
  

22   northern Nevada.  We are not looking to cause any departure
  

23   from that relationship.  But what we are looking at doing is
  

24   all the other stuff that is offered is offered other places
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 1   and we want to make sure that the quality and the cost and
  

 2   the access and the choice is there.  That's all I would like
  

 3   to say.  Thank you, Mr. Chair.
  

 4               CHAIRMAN CATES:  Thank you.
  

 5               Go ahead.
  

 6               MEMBER ZACK:  Mr. Chair, Christine Zack for the
  

 7   record.  I agree with Damon that I was, I think, the sole
  

 8   holdout earlier this year and wanted to move forward with the
  

 9   pilot program with Saint Mary's.  And it's not because I
  

10   didn't want our members to have access to Renown.  It's
  

11   because I wanted them to have access to both.
  

12               However, you know, as I sit here today there's
  

13   one thing we haven't addressed.  And that's the fact that
  

14   once again Hometown Health got up here and said, no, we're
  

15   not going to work with you in terms of a concession on the
  

16   early termination clause.  And, yet, we have a representative
  

17   from SHO in the south saying, yes, we will work with you.
  

18   And that continues to bother me.  We want vendors that are
  

19   partners with us.  And to say there's going to be no
  

20   discussion whatsoever about re-negotiating that clause, that
  

21   bothers me, because we are looking for partners here.  And
  

22   I've got a clear partner in the south who says, yes, let's
  

23   sit down and talk about this with our senior management and
  

24   Hometown Health saying, no, absolutely not, we're not doing
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 1   it.  And we just never really addressed that point as we
  

 2   moved on.
  

 3               CHAIRMAN CATES:  Okay.  Any other questions or
  

 4   comments?
  

 5               MEMBER FOX:  I have a comment.  I just don't
  

 6   think -- I think it's good to discuss this.  I just don't
  

 7   think that there is any urgency here.  And I think this could
  

 8   be evaluated in a year or in two years.  And I'm
  

 9   uncomfortable with rushing.  And I think my discomfort was
  

10   also reflected by some of the public comments and the other
  

11   board members.  So I just don't think there's any urgency.
  

12               CHAIRMAN CATES:  Any other questions or comments?
  

13   Go ahead, Tom.
  

14               MEMBER VERDUCCI:  Tom Verducci for the record.  I
  

15   do think it's important we have access to Saint Mary's,
  

16   Banner, and whatever we can do to improve the access.  What
  

17   I'm hearing today is concern as to how fast we're moving on
  

18   this.  We're making a decision that if we make we perhaps
  

19   can't turn it back.  But I do think in the long term we need
  

20   to resolve that issue of getting access to all of the health
  

21   care providers and hospitals in the entire State of Nevada.
  

22   I just am concerned that if we move too fast that we could be
  

23   jeopardizing some of the cost savings that we're getting from
  

24   Hometown -- from Renown right now through Hometown.  And I
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 1   just want to make sure we don't move too fast and regret it a
  

 2   little bit later.
  

 3               MEMBER ZACK:  Mr. Chair, Christine Zack again.
  

 4   Would it not be possible to do a hybrid of both that we do
  

 5   not vote to terminate any of the contracts today but that we
  

 6   also join in the state solicitation?  It could be that we
  

 7   solve our situation with access and choice up north if there
  

 8   is an option to have another -- another insurer that would
  

 9   permit access to the Saint Mary's network and to other
  

10   hospitals.  We just don't know yet.
  

11               And also just before you talk, Damon, was the
  

12   issue not more in the south, not the north, if we terminate
  

13   mid-cycle?  Because SHO has already said they're willing to
  

14   work with us.  And so the issue is really down south if you
  

15   lose the Southwest Medical Associates network.  But SHO has
  

16   been a good partner here today.  They're going to work with
  

17   us.  We heard that.  So then there's less of an issue if we
  

18   terminate it mid-plan year up north.
  

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

20   Thank you, Ms. Zack.  They're two different questions because
  

21   they result in two different answers.  Let me see how I want
  

22   to answer this one.  So could we participate in the state's
  

23   solicitation process?  Yes.  However, if we want to bolt on
  

24   another network in northern Nevada, I'm concerned that that
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 1   may violate the agreement that we have currently today with
  

 2   Hometown Health and the negotiated agreement that we had
  

 3   where we would not negotiate with additional providers within
  

 4   their network or at least within the Reno area.  If we pick
  

 5   another network and all other networks have Saint Mary's and
  

 6   then therefore we incorporate Saint Mary's, I think, and I
  

 7   would have to have a legal review, but I think we would end
  

 8   up violating the current contract that we have.
  

 9               So I don't think we can bolt on a second
  

10   contract.  We already tried to bolt on Saint Mary's and that
  

11   became a huge bone of contention a year ago, which, you know,
  

12   did not work out for us.  So there's that.
  

13               Now, as far as mid-year, there are still some
  

14   folks that are -- My understanding, and this may need to go
  

15   back to Hometown Health, my understanding is there are
  

16   certain doctors and services that may only exist on Hometown
  

17   Health's network and not on others.  And so there is -- it's
  

18   not as predominant as southern Nevada in the SHO network
  

19   where there's the entire Southwest Medical Associates group
  

20   where something like 69 percent of all of our primary care
  

21   selections are Southwest Medical in southern Nevada, so you
  

22   have all of those people having to find now doctors.  But I
  

23   do believe that there would be potentially some disruption
  

24   mid-year but there may not be.
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 1               So to answer your question, could we technically
  

 2   do it in the mid-year time frame, yes, we could.  As long as
  

 3   we kept SHO, which I hate to say, we're going to keep you
  

 4   before the solicitation even hits the street, right.  That
  

 5   would be pretty facetious.  So I'm not certain how that would
  

 6   look.
  

 7               Yes, I think you are correct if you're looking
  

 8   for a middle ground.  And obviously we can participate in the
  

 9   solicitation.  The way -- I should say instead of
  

10   participating, we can just utilize that mechanism.  It's
  

11   going to hit the street.  It's going to go out.  Every agency
  

12   can either use it or not use it.  And they can use it or not
  

13   use it at will.
  

14               So it's not like we're driving the train on this.
  

15   We're just hopping in the cable car.  That's what we're
  

16   looking at doing.
  

17               So I just wanted to say in my report that if we
  

18   term this is the mechanism we would use to replace.  So not
  

19   to make light of it, but it's like a repeal and replace plan
  

20   instead of an alter.  So hopefully that answers your question
  

21   and let me know if I can provide clearer detail.
  

22               MEMBER ZACK:  Thank you, Mr. Haycock.  So I could
  

23   move to continue the contracts and also participate in the
  

24   state solicitation?
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 1               CHAIRMAN CATES:  Was that a motion?  No.  We're
  

 2   not ready.
  

 3               MEMBER ZACK:  Yes, if you are.
  

 4               CHAIRMAN CATES:  I'm not ready for a motion yet.
  

 5               MEMBER ZACK:  Only if you're ready.
  

 6               CHAIRMAN CATES:  Any other questions or comments?
  

 7   I'll just share my thoughts on this.  I've listened to what
  

 8   everybody has had to say from all perspectives, the public or
  

 9   the board members, as well as the providers.  I did initially
  

10   have some concerns about this time frame.  However, I have a
  

11   lot of confidence in the PEBP staff and Damon to Member
  

12   Shippey's comments about an evaluation on him, I think that's
  

13   reasonable.  But from my perspective I think he has delivered
  

14   on his promises time and again, he and his staff.  And if he
  

15   says that he can get this done on time, I have confidence
  

16   that it could be done.
  

17               In terms of giving it more time so we have a
  

18   clearer picture of what we're getting, I'm not sure waiting
  

19   buys us much -- I don't know that it's going to bring us
  

20   clarity.  Because you have to make a decision to terminate
  

21   that contract and then go forward with your solicitation.  We
  

22   aren't going to know what the results of that are when we
  

23   make a decision to terminate the contract.  So whether we do
  

24   it today or a year from now, we're not going to have any more
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 1   clarity.
  

 2               And from my perspective, my personal perspective,
  

 3   it's a strong goal to have more choice and have people like
  

 4   Saint Mary's in the network.  And I believe that is a goal
  

 5   shared by most of the board members.  And I don't see the
  

 6   need for delay.  I'm willing to move this forward and support
  

 7   PEBP's recommendation.
  

 8               Any other comments?  We've talked it to death.
  

 9   Everybody's hungry?  All right.  I'll entertain a motion.
  

10               MEMBER FOX:  I'll make that motion.  I would make
  

11   a motion for option one, that we stay the course and
  

12   readdress at some other point.
  

13               CHAIRMAN CATES:  Okay.  We have a motion to stay
  

14   with option one.  Do we have a second to the motion?
  

15               MEMBER SHIPPEY:  Mr. Chair, for the record, Glenn
  

16   Shippey.  I'll second that motion.
  

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

18   second.  Is there a discussion on the motion?  I think I just
  

19   said my peace before the motion.
  

20               MR. HAYCOCK:  Can we do roll call on this?
  

21               CHAIRMAN CATES:  Sure, we can do roll call.  Any
  

22   discussion on that?  Are we ready to vote?  Let's take a roll
  

23   call vote.
  

24               Oh, I'm sorry.  Go ahead.
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 1               MEMBER ZACK:  Mr. Chair, Christine Zack.  Well, I
  

 2   don't agree with not participating in the solicitation
  

 3   process.  I mean, I think we decided -- That's what we just
  

 4   addressed.  We can still go forward with it while not
  

 5   terminating the contract, which was sort of the mid-ground
  

 6   for everything.
  

 7               CHAIRMAN CATES:  Okay.  Understood.
  

 8               Roll call vote.
  

 9               MS. LANDRY:  Patrick Cates.
  

10               CHAIRMAN CATES:  No.
  

11               MS. LANDRY:  Linda Fox.
  

12               MEMBER FOX:  Yes.
  

13               MS. LANDRY:  Leah Lamborn.
  

14               MEMBER LAMBORN:  Yes.
  

15               MS. LANDRY:  John Packham.
  

16               MEMBER PACKHAM:  Yes.
  

17               MS. LANDRY:  Glenn Shippey.
  

18               MEMBER SHIPPEY:  Yes.
  

19               MS. LANDRY:  Tom Verducci.
  

20               MEMBER VERDUCCI:  Yes.
  

21               MS. LANDRY:  And Christine Zack.
  

22               MEMBER ZACK:  No.
  

23               CHAIRMAN CATES:  Motion carries.
  

24               Okay.  So with that business out of the way, I
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 1   want to be respectful to the members that have to catch
  

 2   flights this afternoon.  The next couple of items will
  

 3   probably go a little quicker, but I think there's probably a
  

 4   lot to talk about especially in 11.  I'm willing to take a
  

 5   short break and power through or we can take a full lunch,
  

 6   whatever the pleasure of the committee is.
  

 7               MEMBER FOX:  I want to catch that flight, just
  

 8   like Christine does.
  

 9               MEMBER ZACK:  I think as long as I leave by four
  

10   I'll make it.
  

11               CHAIRMAN CATES:  Okay.  I wouldn't think -- I
  

12   think that we can do a lunch and still wrap up business.  We
  

13   only have two items left.
  

14               MEMBER LAMBORN:  Can we vote on it?  I make a
  

15   motion for a short break.
  

16               CHAIRMAN CATES:  A short break, is everybody good
  

17   with that?  What if we take, like, a 30-minute break, is that
  

18   fair?  Split the difference.
  

19                     (Lunch recess was taken)
  

20               CHAIRMAN CATES:  Agenda Item Number 10,
  

21   discussion and possible action regarding the Morneau Shepell
  

22   voluntary benefits platform and benefits selection for plan
  

23   year 2020.  Damon.
  

24               MR. HAYCOCK:  Thank you, Mr. Chairman.  Damon
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 1   Haycock for the record.  This is going to be provided by
  

 2   Laura Rich, our operations officer.  It's a continuation of
  

 3   last board meeting's agenda board item that we could not move
  

 4   forward because of the way we agendized it.
  

 5               MS. RICH:  For the record, Laura Rich.  Like
  

 6   Damon said, a lot of this is going to be a repeat of the last
  

 7   board meeting in September where I provided a lot of this
  

 8   information.  The board was unable to take action.  So a lot
  

 9   of the stuff will be a repeat.
  

10               But I'll start off with an update on the contract
  

11   amendment that allowed Morneau Shepell to implement a
  

12   voluntary benefits platform.  That was approved by the board
  

13   in September and also approved by the board of examiners in
  

14   November.
  

15               Since then, Morneau Shepell has informed us that
  

16   both names have met the licensing requirements in 49 of the
  

17   50 states.  We're still missing Florida.  That is pending due
  

18   to some extraordinary requirements, but they're expected to
  

19   be able to meet the licensing requirements in the very near
  

20   future.
  

21               Since we presented this, the voluntary benefits
  

22   product offerings back in September, we've really not changed
  

23   a lot of the recommendations.  We did provide an updated
  

24   quoted premium for Hyatt Legal, which was not included in the
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 1   version presented in September.
  

 2               The attachment A, which provides all the details,
  

 3   does exclude purchasing power.  There were some issues, some
  

 4   concerns, that were raised at that board meeting and PEBP
  

 5   staff had taken it back and we're doing some additional
  

 6   analysis.  So we hope to bring that back in January.  But
  

 7   we've tabled it for now.
  

 8               And so the recommendations pretty much remain the
  

 9   same.  So for accident plan, the critical illness plan,
  

10   hospital indemnity plan, we are recommending that we bundle
  

11   Aflac for all three of those products.  For ID theft
  

12   protection, we are recommending ID Watchdog.  For the legal
  

13   plan provision, we are sticking with Nationwide LegalEASE.
  

14   For auto, home, and renters insurance, we are recommending
  

15   MetLife, Liberty Mutual, and Travelers to implement all three
  

16   of them.  For pet insurance we also want to offer both ASPCA
  

17   and Nationwide.  And for voluntary vision, we would like to
  

18   recommend VSP Vision Services.
  

19               Also in response to some member requests that
  

20   also came up at the board meeting in September, we discussed
  

21   voluntary dental and potentially introducing buy up dental
  

22   option that would be offered on the voluntary platform.  So
  

23   some initial analysis concludes that just a simple buy up
  

24   plan would not be beneficial to the members and would not
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 1   provide any significant value of the members purchasing this
  

 2   type of product would be required to satisfy long waiting
  

 3   periods before they could even use the product.  So we're
  

 4   looking at other options.  We're currently working with Core
  

 5   Stream to analyze other options that would be available to
  

 6   PEBP.  And we've also began initial discussions with some of
  

 7   the different carriers.  But as of right now we're not ready
  

 8   to bring that to the board.  We hope to be able to bring that
  

 9   to the board in January.
  

10               So, in summary, Attachment A basically goes over
  

11   all the detailed options that we talked about in September.
  

12   But the recommendations are the same as the -- as PEBP
  

13   recommended in September.  Basically the ones that I just --
  

14   that I just covered.
  

15               And we also have with us here for, if there's any
  

16   other questions or any other concerns that are raised, we do
  

17   have Brent Rosenthal from Core Stream and Bruce Borgos from
  

18   Morneau Shepell that are available to answer any questions
  

19   here today.  So I don't know if you guys want to come up just
  

20   in case there's any questions for the board.
  

21               CHAIRMAN CATES:  Thank you.  Thank you for that
  

22   overview.
  

23               MR. HAYCOCK:  For the record, Damon Haycock.  I
  

24   don't want to gloss over the fact which I know Laura is
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 1   trying to keep it short.  We have people that want to take
  

 2   plane rides.  But the idea on this voluntary dental buy up
  

 3   plan, the concern -- And the folks, of course, from Morneau
  

 4   Shepell, I think, can echo this -- is that first of all and
  

 5   much to some folks that may disagree with this statement, we
  

 6   have been told that we have a rather rich dental plan
  

 7   comparatively across the nation as to the services that we
  

 8   provide.  And you'll hear later today, I'm sure, the advocate
  

 9   groups in a push for wanting to increase the dental maximum
  

10   allowable amount.  So basically -- And it seems very simple,
  

11   but we have a rather rich dental plan.  So to offer a buy up
  

12   plan to avoid what we call adverse selection, which is folks
  

13   just hopping on real quick to get that root canal or that
  

14   crown and then hopping right off again, there's generally a
  

15   waiting period that is implemented.  And that waiting period
  

16   can be upwards of a year.  And it's going to be very
  

17   difficult, I think, for PEBP and the board to justify why
  

18   we're presenting a voluntary benefit that you have to pay for
  

19   a year before you can even start using it.  I don't know how
  

20   well that's going to resonate with the membership.  So we
  

21   ultimately may not recommend that.
  

22               And there's other options which is of course
  

23   going out and getting a buy down and a buy up plan on a fully
  

24   insured product or there's also the chance of potentially
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 1   altering what we offer.  Offer the current dental benefits
  

 2   through our current premiums and then offer a higher premium
  

 3   to cover more dental benefits and self insure the thing
  

 4   inside as well.
  

 5               So there is some opportunities.  Heck, we can
  

 6   even -- And we were brainstorming yesterday with our third
  

 7   party administrator.  We could even just offer an orthodontia
  

 8   benefit as part of the existing benefit that is part of your
  

 9   $1500 annual spend, that once you satisfy, you know, the
  

10   hundred dollar deductible, you get to apply this towards
  

11   braces or other orthodontia work and then at $1500 you are on
  

12   the hook for the rest of it.
  

13               So we have options to address.  And that's why I
  

14   don't want to think this is a one and done.  But it's not
  

15   from trying.  I know Corestream and Morneau Shepell have
  

16   worked very hard along with Laura and PEBP to try to find a
  

17   solution to meet that member request of having even richer
  

18   dental benefits.
  

19               And, with that, I'll turn it back over to you,
  

20   Mr. Chair.
  

21               CHAIRMAN CATES:  Thank you, Damon.
  

22               Questions, comments from the board members?
  

23   Slight modification from what we had last time.
  

24               MEMBER SHIPPEY:  Thank you, Mr. Chair.  For the
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 1   record, Glenn Shippey.  I think it's important to get a
  

 2   statement on the record.  I'm here as a board member.  I'm
  

 3   not here and none of the comments I make or decisions I make
  

 4   related to this agenda item are as a representative of the
  

 5   insurance commissioner's office.  I have not been involved in
  

 6   the discussions that the insurance commissioners had with
  

 7   Damon and others regarding the licensing issues.  I've been
  

 8   kept separate from that.
  

 9               And I also just want to bring something else up
  

10   and I tried to inquire through the commissioner this week for
  

11   some information just on the final -- the proper filing of
  

12   these products that are proposed to be displayed on the
  

13   voluntary benefits platform.  So I would appreciate if either
  

14   PEBP staff or Corestream or Morneau Shepell could just
  

15   explain the process that is being used to verify that all of
  

16   these individual products for consideration and potentially
  

17   in the future for available for purchase to PEBP members are
  

18   approved properly with the Division of Insurance.
  

19               MR. BORGOS:  Bruce Borgos for the record.  Last
  

20   name is B-o-r-g-o-s.  And I represent Morneau Shepell.  I
  

21   appreciate the question.  We've gone through, as Mr. Haycock
  

22   mentioned, a very lengthy and laborious process of trying to
  

23   make sure that we had all of the right pieces in place to
  

24   represent these products to PEBP members in the State of
                 CAPITOL REPORTERS (775) 882-5322

158



 1   Nevada, which included becoming licensed in each state, as
  

 2   well as to be appointed by all of the carriers that PEBP has
  

 3   decided to recommend.
  

 4               As a result of that, as of today, we have all of
  

 5   those carriers who have either already appointed us and they
  

 6   are reflecting -- those appointments are reflecting on the
  

 7   DOI site, their website, with the exception of one, I
  

 8   believe, which is MetLife.  And that is -- should happen any
  

 9   day.  So I checked this morning and everything else was up to
  

10   date.
  

11               So we've gone through the process of trying to
  

12   make sure that, one, the Department of Insurance is fully
  

13   happy with the steps that we've taken and the licensing and
  

14   other requirements that we've gone through for the State of
  

15   Nevada and again to make sure that we got all of our right
  

16   appointments in place for those carriers that are selected.
  

17   Does that answer your question?
  

18               MEMBER SHIPPEY:  For the record again Glenn
  

19   Shippey.  That actually isn't my question.  My question is
  

20   not about the licensing, the licensing of your entities or
  

21   appointments with the carriers.  It's about the products that
  

22   are under consideration to be available through the platform
  

23   down the road to members and what process you are using to
  

24   make sure that each of them, both the products themselves and
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 1   the prices that they're going to be offered at, that that's
  

 2   all filed and approved with the Division of Insurance through
  

 3   its filing system.  And typically it would be that that's
  

 4   something that a broker would work with that carrier on
  

 5   behalf of a client just to make sure that that is -- there's
  

 6   some kind of process.
  

 7               Before I consider voting to display anything, I
  

 8   just want to hear that there's some checks there that you
  

 9   guys are making an effort to make sure that all of those
  

10   products, including, you know, the prepaid legal and the pet
  

11   insurance products, those are potentially through a property
  

12   and casualty insurance.  I'm not in that section of the
  

13   division.  I just want to make sure that you and the carriers
  

14   and PEBP staff that there's some process that before these
  

15   products are available for purchase that there's verification
  

16   that they're filed for both the products and the prices for
  

17   those products.
  

18               MR. ROSENTHOL:  For the record this is Brent
  

19   Rosenthol, R-o-s-e-n-t-h-o-l.  And I represent Corestream.
  

20   And we're a partner of Morneau Shepell and we're actually the
  

21   technology behind the scenes that serves up the voluntary
  

22   benefits for their clients.  We are a licensed broker in all
  

23   the various states.  And the products that we've actually
  

24   come and recommended to you folks have all been selected
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 1   through an RFP process.  So all the carriers are A-rated that
  

 2   we're offering.  They're all filed in the products that
  

 3   they're actually offering to your members are filed in those
  

 4   states.
  

 5               So, Aflac, for example, has a group product that
  

 6   we're presenting and the pricing and the proposals that we
  

 7   received are all based on, you know, a site and state of this
  

 8   location.  The same goes for the rest of the products as
  

 9   well.  The only ones that act a little bit differently are
  

10   the auto and home products.  So auto and home are actually
  

11   individual products with a group deviation, they call them.
  

12   So they're individually underwritten auto and home products
  

13   with a group deviation or group discount applied to them.
  

14   And so those are individually filed in each state as well.
  

15               So the answer to your question is absolutely all
  

16   the products that we're offering are approved in your state
  

17   and we see no issue with offering those products.  Does that
  

18   help?
  

19               MEMBER SHIPPEY:  That helps.  Thank you.
  

20               MR. ROSENTHOL:  Sure.
  

21               CHAIRMAN CATES:  Go ahead, Tom.
  

22               MEMBER VERDUCCI:  Tom Verducci for the record.
  

23   Which is the one state that you're not approved in yet?  I
  

24   notice you're approved in 49 of the 50 states.
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 1               MR. BORGOS:  Bruce Borgos for the record.  So
  

 2   Florida, our designated registered license producer, who is
  

 3   essentially a broker, is licensed in Florida.  Morneau
  

 4   Shepell as an entity is not yet licensed.  We've gone through
  

 5   all of their various steps, but we have to find a way to get
  

 6   our CEO fingerprinted for them in order to finalize that
  

 7   licensing.  So that's the only hiccup right now.
  

 8               MEMBER VERDUCCI:  So does it appear that that
  

 9   will be resolved before the new products are rolled out?
  

10               MR. BORGOS:  Oh, absolutely.  Yeah.
  

11               CHAIRMAN CATES:  Can you refresh me on the
  

12   timeline of when we would roll this out to the members?
  

13               MR. BORGOS:  So again Bruce Borgos for Morneau
  

14   Shepell.  Our goal is to launch these products during the
  

15   annual enrollment starting in May of next year.
  

16               CHAIRMAN CATES:  Any other questions or comments?
  

17   Go ahead.
  

18               MEMBER VERDUCCI:  Tom Verducci again.  I notice
  

19   you have two pet insurances here.  I'm happy to see the pet
  

20   insurance.  We're going to have some very healthy dogs and
  

21   cats in Nevada.  But is there a difference between the two?
  

22   It's kind of an odd insurance, pet insurance.  But is there
  

23   overlap or, you know, by including two providers are we
  

24   adding any value there?
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 1               MR. ROSENTHOL:  Yeah.  So for the record Brent
  

 2   Rosenthol.  The two major players in the market are ASPCA and
  

 3   Nationwide VPI.  They have different pricing models and they
  

 4   actually have different underwriting models.  And so
  

 5   Nationwide VPI only asks whether it's a dog or cat and the
  

 6   location of that animal, whereas ASPCA will actually go
  

 7   through a full underwriting.  That might field the better
  

 8   price point.  So to answer your question, we do have certain
  

 9   clients that do offer multiple pet insurance providers.
  

10               There's actually a third one.  Not to confuse
  

11   anyone, but there's a third product out there too that's a
  

12   discount program.  It's not a fully insured program.  And so
  

13   people can just go to the veterinary network and they can
  

14   actually get a 25 percent discount across the board on any
  

15   services.  We didn't present that at this point because we
  

16   figured two insurance products were enough.
  

17               But that's the reason.  Every insurance carrier
  

18   has a different risk profile particularly they're looking
  

19   for.  And pet insurance may sound kind of funny.  It is one
  

20   of the most highly kind of sought after voluntary benefits
  

21   that we're seeing in the marketplace.  It's getting the most
  

22   buzz right now.  And so I think by offering two you give your
  

23   employees the most choice to actually get a competitive quote
  

24   for their pet.
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 1               MEMBER VERDUCCI:  Thank you.
  

 2               CHAIRMAN CATES:  Any other questions or comments?
  

 3   Anybody care to make a motion?
  

 4               MEMBER VERDUCCI:  Tom Verducci for the record.  I
  

 5   would like to move that we accept staff's recommendation to
  

 6   approve all five items as outlined in the summary.
  

 7               CHAIRMAN CATES:  I just need a clarification,
  

 8   because I think the five items, it looks like it's missing
  

 9   home, auto, and renters insurance.  There should be six items
  

10   on here.
  

11               MR. HAYCOCK:  Yep.
  

12               MS. RICH:  Yeah, you're right.
  

13               MEMBER VERDUCCI:  Very good catch.  So I would
  

14   like to modify this.  I would like to accept staff's
  

15   recommendation on the five items, plus the auto, home, and
  

16   renters insurance.
  

17               CHAIRMAN CATES:  Okay.  Sounds clear.  Do I have
  

18   a second?
  

19               MEMBER LAMBORN:  Leah Lamborn.  I second the
  

20   motion.
  

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

22   second.  Is there any discussion on the motion?  Seeing none,
  

23   I'll call for a vote.  All of those in favor of the motion
  

24   signify by saying aye.
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 1         (The vote was unanimously in favor of the motion)
  

 2               CHAIRMAN CATES:  Opposed?  The motion carries.
  

 3   That was probably the easiest thing we've done all day.
  

 4               Okay.  Let's move to Agenda Item Number 11.  This
  

 5   one probably won't be quite so easy.  Discussion and possible
  

 6   action regarding proposed plan design changes for plan year
  

 7   2020 -- or 2020.
  

 8               You know what, I said I was going to take public
  

 9   comment on that last item and I didn't.  My apologies.  Is
  

10   there anybody chomping at the bit to comment on that?  I'm
  

11   sorry.  We did vote, but.  Okay.  I don't see anybody that
  

12   seems disturbed by that, so we'll just roll with it.  Sorry
  

13   about that.  We will take public comment on this next item.
  

14               So this is discussion and possible action
  

15   regarding proposed plan design changes for plan year 2020.  I
  

16   just want to say I think how we should approach this is go
  

17   through each one of these recommendations and we can have
  

18   discussions on them one at a time, but we'll wait until the
  

19   end to do a motion because one plays off the other.  I think
  

20   that will work best.
  

21               So, Damon, go ahead.
  

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

23   Haycock for the record.  Next to me Tena is going to pull up
  

24   a spreadsheet so we can all see and track where the math is
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 1   gone as we all talk about things.  I appreciate -- I was
  

 2   going to recommend the same thing, that you wait until the
  

 3   end.  But if you want to ask questions like what does it look
  

 4   like if we do X, Y, or Z.  It's basically a declined dollar
  

 5   amount.
  

 6               You'll see on the beginning of the report there
  

 7   on the bottom of page one and leading to page two is a
  

 8   replication of the table for excess reserves.  It's really a
  

 9   complete reserve reconciliation.  I'm not going to go over it
  

10   because we want over it last time.  It hasn't changed a
  

11   dollar.  However, I do want to remind everybody that that is
  

12   a point in time excess reserve calculation and excess
  

13   reserves are fluid.
  

14               Every quarter we receive reports for our third
  

15   party administrators, that's HealthSCOPE benefits on the
  

16   medical side and Express Scripts on the pharmacy benefits
  

17   manager side, that give us an idea on how we're trending on
  

18   our costs.  And so when we make plans and we hope that we're
  

19   going to hit a certain number, sometimes we are high,
  

20   sometimes we are low.  Lately we've been low.  And I know
  

21   that is a bone of contention to many folks.  And I recognize
  

22   that you want us to be good stewards of your dollars,
  

23   however, I mean, I would be rather be low than high, right.
  

24               But in the end I want to make sure as we go
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 1   through this entire process that there are a couple of action
  

 2   items that I believe the board can successfully defer if they
  

 3   would rather wait to see what a more realistic view of the
  

 4   reserves look like, even as far as March.  That will not
  

 5   affect the plan design enough to affect rate development.
  

 6   And that's HSA contributions, right, and that's any
  

 7   supplemental HRA contributions to any retiree group.
  

 8               So those you can kind of throw in at the end like
  

 9   we did last March and I think we did it the March before.
  

10   But the other major items we probably need to make some
  

11   decisions.  So if there's programming or if there's
  

12   development or implementation that there's enough time to do
  

13   those things.
  

14               So moving on, again, you'll see up above you the
  

15   five million dollars, she's already -- 5,144,882 that tracks
  

16   with the excess reserve reconciliation in the middle of page
  

17   two.
  

18               We like to start off with is there any more money
  

19   on the table that we want to talk about that is potentially
  

20   available to earmark?  There are two cost saving
  

21   opportunities that we believe for plan year '20.  I'm sorry,
  

22   I like to have a larger laundry list.  But we're going back
  

23   to the well and it's getting drier and drier every year on
  

24   trying to find the solutions.
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 1               The first one is something that Member Shippey
  

 2   asked us to look into that we looked in to outside of these
  

 3   board meetings in the past.  And we have some information to
  

 4   share on that.
  

 5               And then the second one is a continuation of a
  

 6   program that we implemented last year on a voluntary basis.
  

 7   And we believe now is the time we probably should look at
  

 8   making it more mandatory for those cost savings.
  

 9               So both of these are pharmacy-related, so I want
  

10   to give a little bit of background.  At the end of 2018,
  

11   right, which ended June 30th of this year, when we closed our
  

12   budgets and we got our final utilization the last board
  

13   meeting in September, we shared with you that we had some
  

14   pretty good trend on the medical side, but on the pharmacy
  

15   side we had about 17 percent at the end of the day trend,
  

16   which is significant, right.  It's not just double digits but
  

17   it's creeping up in to the higher double digits, at least in
  

18   the higher teens.
  

19               Part of the problem is that we paid out five
  

20   million dollars more last year than we did the year before.
  

21   Now, today, I don't have complete data for the first quarter
  

22   yet, which is why we're not going to go in to much detail.
  

23   However, the information on the preliminary data that I'm
  

24   receiving so far is we're at least $800,000 more this quarter
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 1   than we were the quarter before.  So everything has a
  

 2   compounding effect.  And if you were to take that out and
  

 3   assume that it stayed the same, that's looking like another
  

 4   3.2 million dollars this year in pharmacy costs on top of the
  

 5   five we paid last year.  And if we're going to have
  

 6   multi-million dollar pharmacy increases every year, I'm very
  

 7   concerned.  I'm more than very concerned.  I'm terrified that
  

 8   we are unsustainable as the years move forward in trying to
  

 9   fund this program because of those increased costs.
  

10               So we brought to you today two cost saving
  

11   activities for pharmacy benefits.  The first one is to
  

12   disallow patient assistance from applying to accumulator.
  

13   You'll see in the report we try to simplify this program.  A
  

14   co-pay accumulator recognizes when employee uses a drug maker
  

15   discount card and makes sure the money does not apply towards
  

16   their annual out-of-pocket spending requirement.  When it
  

17   runs out of money, the patient generally gets another co-pay
  

18   card or they end up covering the full co-pay cost or they
  

19   stop filling the prescription.  That last part usually
  

20   doesn't happen because these prescriptions are necessary for
  

21   the health and welfare and well-being of our members.
  

22               So this can apply to almost any drug coupon used
  

23   at a pharmacy working with a pharmacy benefits manager.  It
  

24   does not cover the sum total of all patient systems programs.
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 1   There are advocacy groups and other entities that will often
  

 2   assist a member in trying to pay for high cost drugs.
  

 3               But what is really important is that, first of
  

 4   all, it's not new.  41 million Americans in plans use them
  

 5   today.  I linked to a recent article just because it was
  

 6   timely.  But Walmart and Home Depot have just adopted them.
  

 7   Many of our partners have them for their own employees today.
  

 8   When we did the analysis between the last boarding meeting
  

 9   and now, it looked like we were one of the few entities that
  

10   still did not.  So I don't know if we're behind the power
  

11   curve or if we just want to offer a richer benefit plan.
  

12               But here's where the biggest issue is.  There are
  

13   pharmacy manufacturers that manufacture drugs and then offer
  

14   thousands of dollars in co-pay assist coupons.  The first
  

15   thing you do when you apply for a co-pay assist coupon is
  

16   they ask you what is your out-of-pocket maximum.  So for a
  

17   single member on our consumer driven health plan, that
  

18   out-of-pocket maximum is $3900.  There is often co-pay
  

19   assistance at about 12 grand or a thousand dollars a month.
  

20               So what happens is we leave $8100 on the table
  

21   that the manufacturer would have provided us for that one
  

22   member for that one drug.  And so they end up getting a $3900
  

23   coupon.  They satisfy their accumulators.  And then for the
  

24   rest of the year they don't have to pay any out-of-pocket
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 1   expenses outside of their monthly premiums, which is a sum
  

 2   cost that all of us have to pay any way.
  

 3               So what this is really primarily trying to do is
  

 4   to reach out and grab the available manufacturers coupon
  

 5   costs or coupon dollars to offset the cost of our program.
  

 6   And with that I think I'm going to pause here and see if
  

 7   there's any questions.
  

 8               CHAIRMAN CATES:  Any questions?  Go ahead.
  

 9               MEMBER SHIPPEY:  For the record, Glenn Shippey.
  

10   And thanks, Damon, for bringing this to this meeting's
  

11   agenda.  I did request this.  And I think that there's a lot
  

12   of, we hear it at the agency I work at from consumers whose
  

13   carriers have taken the step and there's a lot of fear and
  

14   there's a lot of uncertainty and misinformation too.  What
  

15   we're not proposing here is to not allow consumers to use
  

16   coupons.  This is about stopping what effectively has been a
  

17   third party payment of some deductible or maximum out of
  

18   pocket.  So if the manufacturer continues to allow the use of
  

19   that coupon, then that member next year if we approve this
  

20   presents that coupon, then the cost for that drug filled for
  

21   that member is not going to change.  What's going to change
  

22   is that the difference between what the member paid in the
  

23   form of co-pay and what PEBP pays for the drug isn't going to
  

24   go towards the deductible for that member; is that correct?
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 1               MR. HAYCOCK:  For the record, Damon Haycock.
  

 2   Thank you, Mr. Shippey.  I probably should have just had you
  

 3   present this.  But that's a very excellent point.  This
  

 4   program does not disallow coupons.  So folks that have these
  

 5   drugs that the coupon covers the full cost of their drug all
  

 6   year, they get that drug paid for by that coupon.  We're not
  

 7   taking that away from them.  This just allows us to maximize
  

 8   the amount of money that we get from the pharmacy
  

 9   manufacturer and not leave money out there from a third party
  

10   that we should be able to collect.  And it also allows the
  

11   member -- It's kind of a fairness issue to allow the member
  

12   for other activities throughout the medical plan, right, to
  

13   actually have to do what we all have to do, which is satisfy
  

14   deductibles and make co-payments.
  

15               So you are absolutely correct, Mr. Shippey.  I
  

16   like the way you said it better than I did, so I'm going to
  

17   go with your version.  But we're not discontinuing the use
  

18   of these programs.  We're really kind of maximizing them.
  

19               CHAIRMAN CATES:  Any other questions?  Go ahead.
  

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

21   Thank you again, Mr. Chairman.  We have, and I meant to say,
  

22   we have some potential cost savings in there, but I'm afraid
  

23   to put them fully in there at this point because although our
  

24   members used 1.4 million dollars worth of co-pay assistance
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 1   last year, this isn't going to eliminate co-pay assistance.
  

 2   And so the savings is really variable and we haven't been
  

 3   able to really get a deep dive in to what we think is going
  

 4   to happen on the medical plan.
  

 5               And so what I want to do is -- I teed this up
  

 6   earlier -- is if there is some significant savings that we
  

 7   feel will be accomplished by this, we would like to return
  

 8   back to the board with it and then present options on what
  

 9   the board can spend it on, assuming that it does not affect
  

10   rates so our actuaries can build on it appropriately before
  

11   March's meeting.
  

12               The next one is the mandatory -- Excuse me -- is
  

13   an opportunity to implement a mandatory narrow pharmacy
  

14   network.  We actually did this on a voluntary basis last
  

15   time.  There was an opportunity to make it mandatory right
  

16   out the gate.  You'll see on page four what the real response
  

17   looks like, those two bullets.  The total projected plan
  

18   savings is about $347,000.  So it's not huge but it still
  

19   matters.  But what's really cool is that there's the
  

20   projected member savings of about $48,000.  Because basically
  

21   our pharmacy benefits manager has signed an agreement with a
  

22   series of pharmacies that agreed to be part of this network
  

23   that is really comprehensive and they agreed to have an even
  

24   deeper discount as long as they get the volume, which is why
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 1   we have this opportunity.  That deeper discount not only
  

 2   applies to the plan, $347,000 in savings, but it also applies
  

 3   to the member at the counter for $48,000.
  

 4               There are some members today that are utilizing
  

 5   the smart ID program.  I thought about this too late about
  

 6   trying to show up with that and present that data, so I don't
  

 7   have it.  But we like to look at worst case scenario.  So
  

 8   you'll see a distance summary and it's how many locations and
  

 9   the percentage and how many claims are going through and the
  

10   percent of retail claims.  And we're strictly talking about
  

11   90-day retail fills, right.  90-day supplies filled at
  

12   retail.  Let's not forget that these also can be supplied
  

13   through our mail order program and I think we're somewhere
  

14   around 15, 16 percent utilization on our mail order program.
  

15   So folks are taking advantage of that as well and that will
  

16   still be part of this process.  But for those that don't want
  

17   to use the mail order program, which we strongly recommend
  

18   you do a look up to see how much you would save, it's really
  

19   only going to affect about 18 people -- 18 people in our
  

20   entire plan who may have to travel over four miles to a
  

21   pharmacy.
  

22               Now, over four miles is a pretty big -- You know,
  

23   is it 4.1 miles or is it 4,000 miles?  I mean, who knows.  So
  

24   what I wanted to make sure that everyone recognizes today is
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 1   for those 18 people we do not want to inconvenience them
  

 2   anymore than the other people that are within zero to four
  

 3   miles.  And so if it means that we need to come up with some
  

 4   programming where we automatically make exceptions for those
  

 5   folks or we do one-offs for them, I'm willing to do that.  We
  

 6   don't want to kill a deal for 18 people, but we don't want to
  

 7   make those 18 people so inconvenienced that they have to
  

 8   drive three hours to get their prescription.  So those 18
  

 9   people we have a plan for.  But the rest of them you'll see
  

10   they're within two to four miles.
  

11               And although we do have want to have choice when
  

12   it comes to this 90-day fill, we want to put some constraints
  

13   so that we can maximize these discounts.  This doesn't stop
  

14   people who are getting 30-day fills from going anywhere with
  

15   a new network provider.  It also doesn't stop anybody who is
  

16   filling 90-day fills to go to an out-of-network provider, but
  

17   they're going to pay out-of-network pricing for it.  So
  

18   that's where it happens.  That's where the increased cost is.
  

19               So we're looking at saving about $350,000
  

20   minimum.  We'll see how the utilization goes.  And $48,000 we
  

21   anticipate that the member is going to say by making these
  

22   switches, yes, it's been convenient.  I talked to my wife
  

23   about this.  She's not excited she has to change pharmacies
  

24   either.  So I'm not asking anyone to do anything I'm not
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 1   willing to do myself.  I understand that.  But we have a big
  

 2   trend issue in pharmacy benefits and this is one way we can
  

 3   come back.  Any questions?
  

 4               MEMBER ZACK:  Mr. Chair, Christine Zack.
  

 5               CHAIRMAN CATES:  Go ahead.
  

 6               MEMBER ZACK:  So would there ever be a situation
  

 7   where there's a 90-day fill on something like an illness that
  

 8   you've just gone to the doctor about?  Or is the 90-day fill
  

 9   some sort of, like, maintenance medicine?
  

10               MR. HAYCOCK:  Excellent question.  I'm going to
  

11   kind of peer over at my account executive at ESI in the back
  

12   corner there where she's trying to hide.  But for the most
  

13   part, my understanding, and I'm not a clinician, but my
  

14   understanding is generally if you have something that has an
  

15   immediate need, you're not given a 90-day prescription,
  

16   you're given an immediate need prescription, and it generally
  

17   fills the maintenance-style drugs.  Is that a fair --
  

18               MS. DALY:  It ultimately impacts maintenance
  

19   drugs, so once you're taking ongoing.  And if you're new to a
  

20   drug, it may becoming maintenance to allow two months at
  

21   retail before we require the movement to mail.  So you can
  

22   get stabilized on the medication.  We're not giving a full 90
  

23   to a new member.
  

24                  (The court reporter interrupts)
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 1               MS. DALY:  I'm sorry.  Amy Daly.
  

 2               MR. HAYCOCK:  I'm going to ask Amy to come up and
  

 3   repeat because she wasn't by a microphone when she said that.
  

 4   So, Amy, if you'll just restate that.  Hit the button.
  

 5               MS. DALY:  Sure.  Amy Daly with Express Scripts.
  

 6   So this program only affects maintenance medication.  So if
  

 7   you're on acute medication, we're not going to require that
  

 8   you fill a 90-day prescription.
  

 9               The other item that I walked through is that if
  

10   you're new to a medication, so you're just starting, several
  

11   people need to get stabilized on those medications, you don't
  

12   know for sure that you'll need the full 90.  So we allow two
  

13   fills, 30/30 at retail to ensure that the member knows that
  

14   they're going to stay on the medication long term before we
  

15   allow a 90 -- require a 90-day fill.
  

16               MEMBER ZACK:  Thank you.  And I had one other
  

17   question.  What are the hours at a Walmart pharmacy, Costco,
  

18   Smith grocery store chains?  Because one of the benefits of
  

19   the Walgreen's or CVS is that there's generally one in the
  

20   area that has extended hours.  And if you've got a crazy
  

21   travel schedule like I've had for work or a crazy work
  

22   schedule, you may need those extended hours to even pick up
  

23   your maintenance drugs.
  

24               MS. DALY:  I mean, I don't know offhand who has
                 CAPITOL REPORTERS (775) 882-5322

177



 1   24-hour access, the pharmacies.  I know that's becoming rarer
  

 2   and rarer.  Most of the prescriptions we see filled overnight
  

 3   or try to fill overnight are pain medications.  So it's
  

 4   become rarer and rarer that people are open 24 hours.
  

 5   Pharmacies do have to self report their hours to us.  So I
  

 6   can go back to the network and see what 24-hour facilities
  

 7   are available within the network.  That hasn't been a concern
  

 8   as we've worked through the program voluntarily.
  

 9               And, honestly, it's always raised as an issue,
  

10   but it rarely becomes an issue.  If you do need an emergency
  

11   prescription late at night or you're traveling and you only
  

12   have certain hours, we do have an exception process in place
  

13   for every claim.  We have an exception process available to
  

14   members.  Because there's always an exception to every rule.
  

15               MEMBER ZACK:  Thank you.
  

16               MS. DALY:  Sure.
  

17               CHAIRMAN CATES:  Tom.
  

18               MEMBER VERDUCCI:  Tom Verducci.  So if I'm
  

19   reading this right, the only pharmacies that they can't go to
  

20   would be Walgreen's and CVS.  All the grocery store chains
  

21   would still be available to them; is that right?
  

22               MS. DALY:  That's right.  And we did analysis.
  

23   And that was the best fit for Nevada PEBP members.  Those
  

24   were the facilities, the pharmacies that were closest to
                 CAPITOL REPORTERS (775) 882-5322

178



 1   them.
  

 2               MEMBER VERDUCCI:  And my second question would be
  

 3   if somebody wanted a 30-day fill and they refused to do the
  

 4   90, would they still be able to get their 30?
  

 5               MS. DALY:  So if it's a maintenance medication,
  

 6   no, we would require -- if it's something they've been taking
  

 7   long term, after those two fills, we would require that they
  

 8   fill a 90 day at retail or a 90 day at home delivery.  If
  

 9   they have some extenuating circumstance where they only want
  

10   30 again, we have an exception process in place.  But most of
  

11   the time by then people are taking their heart medication.
  

12   Those are the types of medications we're talking about, heart
  

13   medication, diabetic medication, asthma medication, they're
  

14   taking those on a long-term basis.
  

15               MEMBER VERDUCCI:  Thank you.
  

16               MEMBER ZACK:  Mr. Chair, Christine Zack for the
  

17   record.  I just want to point out something that you might
  

18   not think about as we sit here in norther Nevada with the
  

19   snow this morning, the main reason people down south don't
  

20   fill a 90-day order is because it's going to sit on their
  

21   front porch in 120 degree heat.  It was snowing here this
  

22   morning.
  

23               MS. DALY:  In this case they do have a 90-day
  

24   retail so they can walk in to the pharmacy and fill it or
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 1   they have home delivery.  At home delivery we do allow them
  

 2   to get it sent anywhere.  So if you want it sent to your
  

 3   office, it's in a non-descript package, if you want it sent
  

 4   to a neighbor who is home all the time, you can have it sent
  

 5   there.  We allow any shipping address, other than PO boxes in
  

 6   certain cases.
  

 7               MEMBER ZACK:  Thank you.
  

 8               CHAIRMAN CATES:  Any questions or comments?
  

 9   Okay.  Let's move on.
  

10               MR. HAYCOCK:  For the record Damon Haycock.  That
  

11   right there sums up what we have been able to ascertain in
  

12   cost-saving activities.  There may be some other -- I don't
  

13   want to say behind the scenes, because that sounds like we're
  

14   not being transparent.  But there may be some plan management
  

15   or plan steerage options that fit within the current plan
  

16   benefit design.  And those are the types of things that we
  

17   bring back to the board generally in January or March when we
  

18   talk about making changes to the master plan documents.  It's
  

19   more of a coordination and less of a we're actually changing
  

20   the benefits for the member.  So you may see some more of
  

21   those later as we do every year.
  

22               But this is about what we were able to come up
  

23   with as far as actual changes to the plan that affect the
  

24   member where we can save money.
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 1               Moving on to what to do with those potential
  

 2   excess reserves.  And right now we'll leave it at the 5.144
  

 3   million.  But there, of course, is the opportunity to
  

 4   continue current or implement new programs and services,
  

 5   which will require excess reserves.
  

 6               One of the first things that we like to talk
  

 7   about, of course, is the CDHP health savings account and
  

 8   health reimbursement arrangement funding or HSA/HRA funding.
  

 9   Please note that we offer as a standard base amount $700 to
  

10   the primary participant and $200 to the dependant, maximum
  

11   three per household -- three per account.  So that isn't
  

12   being changed or up for debate.  That is part of your base
  

13   plan.
  

14               We have offered varying levels of enhanced
  

15   benefits based on the available funding.  So one of the
  

16   things to think about as we continue through all of these
  

17   potential expenses is that if we're going to use five million
  

18   dollars or some number close to it, do you as a board want to
  

19   use all five million of it and earmark it for next plan year
  

20   and then see where we're at for the next plan year once
  

21   budgets are in and see how well we did?  Or do you want to
  

22   save some of that and think about ensuring that some of these
  

23   enhancements will go for the entire biennium?
  

24               We talked about this last time for multiple years
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 1   and we ended up trying to and we're in the process of trying
  

 2   to spend down those reserves that were earmarked last time.
  

 3               Now, I'm not going to tell you that five million
  

 4   dollars is the only amount of money that I think you're going
  

 5   to have.  And a good example of that, as Mr. Shippey said
  

 6   earlier, how many people have gone through the Healthcare
  

 7   Bluebook, right?  So there's going to be some folks that are
  

 8   not going to earn that funding.
  

 9               But one of the policies that PEBP has maintained
  

10   for many years is that we are going to ensure that we have
  

11   cash in the bank if you're going to earn it.  And we're not
  

12   going to assume you're not going to earn it.  Because if we
  

13   assume you're not going to earn it and you do, we are dead in
  

14   the water.  So that's how we've been conservatively
  

15   budgeting, well before I got to PEBP.  And that's how we
  

16   build our HRA reserve.  We a hundred percent fund it, even
  

17   though we've never seen a hundred percent of it utilized.
  

18   And the moment we tried to bring that down during budget
  

19   cycle last time to save money, the legislature was very
  

20   unhappy with us that we were looking at doing that.
  

21               So, it's been our policy to pre-fund these
  

22   things.  It does mean that we often have excess reserves in
  

23   some form or another at the end of the year.  The goal is not
  

24   to have 90 million of them.  The goal is to only have a
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 1   million or two for whatever happens to manage any of the
  

 2   unknown unknowns that are going to occur.
  

 3               So, we have HSA funding for -- The best way to
  

 4   look at this is currently we offer $200 of additional HSA/HRA
  

 5   funding to employees and pre-Medicare retirees on our
  

 6   consumer driven health plan.  We have tied those to some
  

 7   activities that are required to earn.  Half of that money or
  

 8   a hundred dollars today is required to perform four
  

 9   preventive services or activities.  That is the annual
  

10   physical requirement that is the annual lab work that goes
  

11   with that physical, it's an annual dental appointment and
  

12   getting your teeth cleaned once.  Those are the four things
  

13   that we agreed on and we've carried them for two years now in
  

14   a row.  We're in the second year.
  

15               The other hundred dollars we have today is
  

16   enrolling in Healthcare Bluebook and Doctor on Demand.  If
  

17   you remember my state of PEBP report last board meeting, we
  

18   showcased how incentivizing those things significantly
  

19   increased enrollment in to those programs.  I will tell you
  

20   anecdotally I heard from numerous members.  And everyone that
  

21   actually utilized Doctor on Demand thinks it's one of the
  

22   best benefits that we've ever implemented at PEBP.  I've got
  

23   folks that are now saying the same about Healthcare Bluebook.
  

24   They would really like to understand the quality and the cost
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 1   of the services that we are providing and that the community
  

 2   is providing them where they live and work.  And so we feel
  

 3   very strongly that the incentives have worked to really boost
  

 4   engagement and enrollment in those two options or those two
  

 5   programs.
  

 6               And so what we did recognize over the last year
  

 7   and now a quarter is that there are a group of folks that
  

 8   sincerely tried to earn the HSA/HRA hundred dollars this year
  

 9   and the $200 last year for preventive services but for some
  

10   unforeseen circumstance they could not and we could not
  

11   convince their doctor to code it appropriately.  And so we
  

12   utilized a coding process through our third party
  

13   administrator that if they coded it as wellness and it made
  

14   sense then we had an easy audit process that once they met
  

15   those it was automatically implemented and people were paid.
  

16   But I can't tell you how many folks, because I don't know off
  

17   the top of my head, but I know staff in my own office didn't
  

18   earn it because of something that their doctor refused to do.
  

19               So because it is not the member's fault or
  

20   because it's not my TPA's fault, we are recommending this
  

21   year to now move away from that incentive because if we
  

22   incentivize something and people do their due diligence and
  

23   try to earn it and they can't, we feel that it's punitive and
  

24   we don't want to be that way anymore.
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 1               So as much as I hate -- not hate.  As much as I
  

 2   dislike providing money with no requirements because this is
  

 3   a combination and a collection of members and providers and
  

 4   the plan and we're all in it together, we believe that there
  

 5   should -- that we should waive that requirement.
  

 6               However, we did see, like I said, significant
  

 7   increase and engagement on two of the most important programs
  

 8   that members have as tools for them to help them with their
  

 9   health care.  So we recommend today tying at least a hundred
  

10   dollars to the Healthcare Bluebook and the Doctor on Demand.
  

11               So what does that look like?  Right now for every
  

12   hundred dollars that we provide in additional funding, it's
  

13   going to cost just under 2.4 million dollars.  If you look on
  

14   the table in the middle of page five, we show you how much
  

15   money it costs for each interval, but really it's just
  

16   2.363 600, right, times, you know, a hundred dollars each
  

17   time as you work your way up.
  

18               We also show what it could look like if you
  

19   decide, no, we would rather spend money and then boost the
  

20   dependant HSA.  We've done that before where we've given
  

21   families more money than individuals and gave them a hundred
  

22   dollars per child.  That's something we used to do when we
  

23   had 60 million, 90 million dollars worth of excess reserves.
  

24   And so we were really trying to burn them down.  We had done
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 1   that in the past.  Based on our projected counts, it's going
  

 2   to be about 1.8 million for every hundred dollars that we
  

 3   want to give to a family that has a dependant.
  

 4               So as you start to piecemeal -- And that's why
  

 5   Tena is here with her Excel sheet up for everyone to watch as
  

 6   you have and you start to deliberate about these things,
  

 7   we'll start plugging those numbers and you can kind of see
  

 8   where you're at.
  

 9               But one of the things that we recommend is
  

10   because our excess reserve levels are dwindling, we recommend
  

11   at least giving a hundred dollars and we recommend tying it
  

12   to the Healthcare Bluebook and Doctor on Demand because it's
  

13   working.  That one is working.  Not working for a hundred
  

14   percent of the population.  But we're not hearing that they
  

15   can't do it.  We're just hearing that people aren't choosing
  

16   not to do it.
  

17               And so this one isn't an issue that we feel that
  

18   members can't accomplish with just a very minimal amount of
  

19   effort and therefore that is our recommendation for the next
  

20   year.  And then we recommend that any money that we're able
  

21   to either not expend today or any money that we find that our
  

22   excess reserves have increased, that that be really the crux
  

23   of what we look at when we come back in March is seeing if we
  

24   can increase that HRA/HSA funding because it's a direct
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 1   compensation to every member regardless of status.  And so it
  

 2   meets that fairness type of value that's in our strategic
  

 3   plan.
  

 4               Then we have the Medicare exchange life
  

 5   insurance -- Oh, sorry.  Yeah, we'll stop here.
  

 6               MEMBER PACKHAM:  John Packham for the record.  Do
  

 7   you have to do both Doctor on Demand and the Bluebook to get
  

 8   the incentive or one or the other?
  

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

10   Today you have to do both.  Here's the default.  For
  

11   everybody that has already done it, they're defaulted in to
  

12   it right the next year.  So it's not a new requirement for
  

13   the existing folks.  It's a new requirement for the folks
  

14   that chose not to or a new requirement for new hires.  So
  

15   it's a really, really streamline and a simple process.  But
  

16   today we're recommending both.  Today currently it is both.
  

17               MEMBER PACKHAM:  And a follow-up to that
  

18   question.  How likely is it that you're going to hit those
  

19   participant counts?
  

20               MR. HAYCOCK:  For the record, Damon Haycock.  How
  

21   likely?  The fact that we already have folks that are getting
  

22   used to the process of having to do certain things to receive
  

23   these benefits and the fact that we already have a certain
  

24   number of folks that will continue to meet that requirement
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 1   this year, I'm more confident that we will get closer to
  

 2   those numbers with this process being recommended than had we
  

 3   introduced a new requirement and then expected them to hit
  

 4   these numbers again.  I know that's kind of a wishy-washy
  

 5   answer, and I don't mean that, Dr. Packham.
  

 6               But I don't think we're ever going to get a
  

 7   hundred percent.  But I think we're going to get closer and
  

 8   closer every year if we maintain the same benefit.
  

 9               CHAIRMAN CATES:  Other questions or comments?
  

10               MEMBER SHIPPEY:  For the record, Glenn Shippey.
  

11   Some members are reporting difficulties with codings from
  

12   providers.  And we want to hear your proposal recommendations
  

13   is to do away with this enhancement because some members are
  

14   having those issues.  And for me, personally, to pull back on
  

15   prevention wellness is, it's something that before I was on
  

16   the board we had a very different wellness program that part
  

17   of that visit and lab work was a test for nicotine, I
  

18   believe, or tobacco.  There was some penalties tied to that.
  

19               And, if I recall, there was a legislator at that
  

20   time who was a prominent legislator and a smoker who didn't
  

21   think it was fair to smokers.  And ended up -- This board
  

22   ended up killing that.
  

23               You know, I'm reluctant to consider eliminating
  

24   an incentive for prevention because of some billing issues.
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 1   And maybe there are opportunities to better educate members
  

 2   and providers on what a wellness visit should be.  I think
  

 3   what happens is sometimes if somebody goes for a wellness
  

 4   visit and then they get treated for other things.  And then
  

 5   you get a set of billings which comes out of that what was
  

 6   supposed to be a wellness visit that is diagnoses with
  

 7   treatments and then maybe some other lab work that's kind of
  

 8   combined with that wellness lab work to test for strep or who
  

 9   ever -- who knows what else.
  

10               So maybe we ought to consider what we can do to
  

11   better educate folks.  And people -- And I've heard it from
  

12   consumers who are members of the system.  But I already -- I
  

13   gave blood already this year.  And it's not -- It's not any
  

14   lab tests.  And I went to the doctor already this year.  It's
  

15   not any doctor visit.  It's supposed to be a wellness
  

16   check-up.  So those are just comments I wanted to make,
  

17   Damon.  Thank you.
  

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

19   Thank you, Mr. Shippey.  And, conceptually, I agree with you
  

20   a hundred percent on the benefits of wellness and the fact
  

21   that unfortunately I almost did it myself.  I think there's a
  

22   rule in my doctor's office is that once we ask you the fifth
  

23   question and you give us an answer, it's no longer wellness.
  

24   It's now treatment or diagnostic.  So I was counting off the
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 1   answers.  I wanted to make sure that we ended up getting our
  

 2   wellness benefit.
  

 3               It's not that we're requesting the elimination of
  

 4   a hundred dollar benefit because of these issues.  We're
  

 5   suggesting reducing a hundred dollars and waiting and seeing
  

 6   where we are in excess reserves.  We thought if we're going
  

 7   to tie it to anything, what will we get the biggest bang for
  

 8   our buck.
  

 9               So I'm all for increasing requirements to bring
  

10   it back on whatever level we have or to cut it out.  We just
  

11   wanted to share with you some of the operational concerns
  

12   that we've had with it.  And really it isn't simply that
  

13   we're just a big bad health plan and we don't care that
  

14   people try.  It's that we work diligently and I've sat there
  

15   and listened to calls and been on them myself trying to help
  

16   people ensure that they get their labs and their doctors
  

17   visits appropriately coded so they can earn the benefit that
  

18   they feel that they are entitled to, which we agree.
  

19               So we just wanted to share kind of an anecdotal
  

20   story.  We're all -- I'm not married to this specific
  

21   recommendation where we don't include it.  But if we're going
  

22   to reduce HSA funding, we thought we probably ought to reduce
  

23   some of the requirements with it.  And then if we need to
  

24   build it back up again, we can.  And that was kind of the
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 1   ideology behind this recommendation.
  

 2               CHAIRMAN CATES:  I'll make a comment on this.  I
  

 3   guess I'm a little conflicted.  I think I share some of
  

 4   Member Shippey's concerns about the preventive program.  That
  

 5   seems like a good way to apply the hundred dollar incentive.
  

 6   Certainly understand the business process problems that
  

 7   created and perhaps it's not worth it.  But I'm a little
  

 8   reluctant to let that go.
  

 9               You know, my thoughts on keeping the incentive
  

10   for Doctor on Demand and Healthcare Bluebook, I'm glad those
  

11   have been successful.  I have personally signed up for those.
  

12   I've used Doctor on Demand.  I don't know that you can
  

13   necessarily assert causation that people enrolled for those
  

14   because of the hundred dollar incentive.  Those programs were
  

15   new and they were rolled out at the same time as the hundred
  

16   dollar incentive.  And I can say for my part I didn't sign up
  

17   for them for the hundred dollar incentive.  I signed up for
  

18   them because they were very attractive programs.  And I don't
  

19   know that you -- I don't know -- I don't know one way or the
  

20   other whether you would impact people's participation in
  

21   those with or without the hundred dollars.  I suspect that it
  

22   wouldn't make any difference whether you had it or not.  And
  

23   given the price of that, how much that cost us, maybe we
  

24   might be better served applying that elsewhere.  My thought.
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 1               MR. HAYCOCK:  Damon Haycock for the record.  I
  

 2   felt the way you did too and then I saw what happened the day
  

 3   we implemented this incentive and our Doctor on Demand
  

 4   enrollment doubled that money.  So we spent a good almost two
  

 5   years trying to get to something along the lines of -- Please
  

 6   don't quote me.  It's in my last report in September.  But it
  

 7   was something like 1500 enrollees -- enrollments and then we
  

 8   hit 3,000 that July.
  

 9               So I'm not going to say that it's a hundred
  

10   percent causation.  But I felt pretty shocked to see that
  

11   happen.  And as we talked about Healthcare Bluebook earlier,
  

12   they said that we had the most massive engagement that
  

13   they've ever seen.  We're also one of the few entities that
  

14   made it incentivized right out the gate too.
  

15               Again, I'm willing to do one or the other or
  

16   both.  This is just -- This one is kind of a spaghetti
  

17   problem.  Throw it on the wall and see what sticks, right.
  

18   But we're not married here at PEBP to any one of these
  

19   specific parts of the HSA funding.
  

20               We just know that one of the most appreciated
  

21   benefits that we have at PEBP and the reason I think that we
  

22   have a high deductible health plan that has such high
  

23   enrollment is because of the HSA funding and HRA funding that
  

24   we provide our membership.  And so whatever we want to do
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 1   with that I think is a good thing.  And I like tying it to
  

 2   requirements because it helps people get used to the fact
  

 3   that they're a partner in this health care world.  We're not
  

 4   trying to make them do anything that's truly inconvenient.
  

 5   We just want them to take care of themselves.  So it's
  

 6   just -- I don't want to rehash the whole preventive argument.
  

 7   We've talked about it two years in a row.  I'm for both.  I'm
  

 8   for either.  But we have to figure out how much money you
  

 9   want to put towards it.
  

10               CHAIRMAN CATES:  Thank you.  Good points, Damon.
  

11   Thank you.  Okay.  Any other questions or comments on that?
  

12   Go ahead and move on.
  

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

14   Here's where I'm going to get some hate mail.  This next one
  

15   is requesting that Medicare exchange life insurance premiums
  

16   and HRA administrative fees paid for by the group that is
  

17   using them.  We talked about this last year when there was
  

18   budget cuts.  We came back and found more money and we were
  

19   able to fund this for those retirees.  You heard a little bit
  

20   from Pricilla Maloney from AFSCME come up and express some
  

21   concerns about money.
  

22               This right here is, in PEBP's opinion, a fairness
  

23   issue.  The fact that we have asked everybody to pay their
  

24   own dental premiums, right, whether they are built in to the
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 1   consumer driven health plan or the HMO plan or now our EPO
  

 2   plan, those overall monthly premiums include access to dental
  

 3   care.  Those Medicare exchange folks also buy in to our
  

 4   Medicare -- Excuse me -- our dental program, our dental plan,
  

 5   basically.  And they are billed separately for a premium.  So
  

 6   they are paying to access dental care.  Some choose not to
  

 7   and they buy it on the Medicare exchange.  Just like some can
  

 8   technically go buy life insurance on the outside.
  

 9               We did a quick look-up, you'll see here.  This is
  

10   what we were able to find.  We are not licensed brokers or
  

11   producers of life insurance, so please do not take this to
  

12   the bank.  But our quick analysis was that we found a female,
  

13   65 years old, Medicare age, perfect health, never ever used a
  

14   tobacco product, perfect family health history.  We know
  

15   these people, right?  Perfect driving record in Nevada.  And
  

16   then $12,000 of coverage because they weren't doing them in
  

17   $500 increments.  The lowest we could find was $48 per month,
  

18   which is about seven times what we are charging our members
  

19   today.  If you change it to male, it goes to $66 a month,
  

20   which is about ten times.
  

21               So we are offering a benefit that these folks may
  

22   not ever be able to qualify for because they would be
  

23   required to go through underwriting in the individual market
  

24   and they would have to go for a physical.  And based on their
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 1   health and their history, they may not even be eligible for
  

 2   any life insurance.  So life insurance is a very valuable
  

 3   benefit to our membership.  And what PEBP is recommending,
  

 4   because these reserves are dwindling, that there's a cost to
  

 5   it.  And the reason why that cost looked higher than it did
  

 6   last time when we funded it is because last time we had
  

 7   already built our budget for the two years to include paying
  

 8   for the base amount of life insurance for everybody in the
  

 9   program, which included those Medicare exchange retirees who
  

10   weren't paying us for it.  We were only talking about the
  

11   enhanced amount of life insurance last time, which is a much
  

12   smaller figure.
  

13               Well, as promised to the board, when I said we
  

14   were moving over all of the enhanced benefits that were
  

15   previously supposed to sunset after three years, I promised
  

16   the board back in I think it was March of last year that we
  

17   would build our budget and we would move the rest of the
  

18   enhanced benefits over to the base and that's how we would
  

19   submit it.  And that's what we did.
  

20               But what that does mean is that the total amount
  

21   of money that is attributed to those life insurance is the
  

22   full amount of money.  And what we did is in anticipation of
  

23   this meeting we wanted to gauge the board's temperature to
  

24   see if you agreed that from a simple fairness perspective
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 1   that these Medicare exchange retirees potentially should pay
  

 2   their $6.74 per month for this life insurance that we did not
  

 3   build it in to the rates on our CDHP, HMO, and EPO plan.
  

 4               It doesn't mean we can't go back and put them in
  

 5   there.  We're working with the governor's office now on
  

 6   finalizing governor's recommended.  I promise they're
  

 7   listening on the airwaves now and they want to hear what
  

 8   we're going to say about this.  But, if so, we'll need to go
  

 9   add this back in to our budget.  That is one of the options.
  

10   And we're more than willing to do so.
  

11               The other option, of course, is to ask those
  

12   retirees to pay for those and we can direct bill them or it
  

13   will come out of their PERS check, depending on how much
  

14   money that they pull in based on their retiree amounts.
  

15               A couple of things to keep in mind here.  As you
  

16   saw during our budget presentation that Tena mentioned, we
  

17   put in more money for these Medicare exchange retirees, and
  

18   the average amount of years of service is close to 18.  So if
  

19   we take the average and then I'll go down to the worst case.
  

20   But the average retiree in our budget today as it was
  

21   submitted is currently scheduled to receive $18 more a month
  

22   in the first year and $36 more a month in the second year.
  

23   And we're asking them to pay $6.74 per month for this life
  

24   insurance.
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 1               And so we believe that as part of the
  

 2   inflationary adjustment to include the inflation that exists
  

 3   for the regular Medicare gap and advantage plan, which, by
  

 4   the way, there are some that are zero premium, that we have
  

 5   actually -- are asking them to pay for something that we're
  

 6   already providing money for in our budget.
  

 7               Now, we'll see what happens when the budget gets
  

 8   approved by the governor and gets presented and then that may
  

 9   become part of the discussion if you approve this today to go
  

10   back and refund it in March because our budget did not
  

11   approve their increase in funding.  But if it does, we feel
  

12   that this is part of that process.  And that was our line of
  

13   thinking when we put in for those increases.
  

14               And, so, I'm not talking too much about the
  

15   Medicare exchange HRA admin fees because we're negotiating
  

16   those with Willis Towers Watson, as you heard earlier.  I'm
  

17   very hopeful that we can reduce those.  We'll look at
  

18   finalizing those over the next couple of months.  We look
  

19   forward to bringing you an amendment so we can talk about
  

20   those.
  

21               But even if we looked at the 1.24 million dollars
  

22   and take out the 225,000 out of that, there's a million
  

23   dollars left that needs to be funded.
  

24               So we can either fund it with an addition to our
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 1   budget.  We can use what we've already put in to the budget
  

 2   that is supposed to offset the cost of living adjustments and
  

 3   allow Medicare exchange retirees to pay for their life
  

 4   insurance.  Or we can just pay for it out of excess reserves.
  

 5   So those are really your three options for this cost, but we
  

 6   wanted to present it to you all.
  

 7               You know, one with thing to understand is that
  

 8   everybody pays life insurance at least if you're not a
  

 9   Medicare exchange retiree.  Everybody else in the program
  

10   pays life insurance.  I'm not trying to pick on them because
  

11   that's not true.  And I think we've shown year over year that
  

12   we've done everything we can to supplement their funding and
  

13   provide them access to an exchange that works for them.
  

14   Everybody else pays for their life insurance.
  

15               And so from a compensation process, if I'm 64
  

16   years old and I'm a pre-Medicare retiree and I'm on the CDHP
  

17   today, I'm paying for my life insurance.  And tomorrow when I
  

18   turn 65 and I join the exchange, ta-da, it's now free.  And I
  

19   don't know if that's fair.  Personally, I don't think it is.
  

20   But I don't believe that because the sun comes up and goes
  

21   down between two days and a year you get free life insurance.
  

22   From a fairness standpoint I think it's not fair and that's
  

23   what I'm going to leave it at on that one.
  

24               CHAIRMAN CATES:  Thank you.
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 1               MEMBER LAMBORN:  Mr. Chair.  I got a little
  

 2   confused there, Damon, as far as what you put in the Medicare
  

 3   exchange.  You're saying we've given them in the budget
  

 4   there's an additional how much they're going to get?
  

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

 6   In our budget we used to put in this in to our administrative
  

 7   load for all of our rates outside of the exchange.  So we
  

 8   took an exchange cost and built it in to our admin level
  

 9   outside the rates.
  

10               What we did in this budget cycle is we asked for
  

11   additional HRA funding for all of our Medicare exchange
  

12   retirees, a dollar per month per year of service.  So the
  

13   minimum amount that they will get as a five-year retiree,
  

14   right, you have to be at least five years to receive
  

15   retirement benefits from PERS.
  

16               MEMBER LAMBORN:  Five dollars a month is the
  

17   minimum?
  

18               MR. HAYCOCK:  Yeah, it's the minimum.  So at a
  

19   minimum, you're going to get five dollars more a year based
  

20   on what we've put into the budget today.  And in the second
  

21   year you're going get ten.  And we're asking them to pay
  

22   $6.74, which was reduced that we negotiated, I think very
  

23   successfully, with the standard, because it was higher.
  

24               MEMBER LAMBORN:  So the net is really overall the
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 1   two, a small benefit, if they both get approved to the
  

 2   Medicare retiree?
  

 3               MR. HAYCOCK:  So if they both get approved for
  

 4   the Medicare retiree -- Damon Haycock for the record.  The
  

 5   average retiree at 18 years of service is going to net $12 or
  

 6   almost $12 the first year and is going to net almost $30 the
  

 7   second year after they pay this.
  

 8               MEMBER LAMBORN:  Okay.  Thank you.  I get it.
  

 9               CHAIRMAN CATES:  Any other questions or comments?
  

10               MEMBER VERDUCCI:  Mr. Chair, Tom Verducci for the
  

11   record.  I have a few concerns with this.  The retiree group
  

12   is an older group that is already retired on wages they were
  

13   earning at a very lower level years ago.  And even though
  

14   it's only six or seven dollars a month, it would be very
  

15   meaningful for this group.  I don't see this as a huge dollar
  

16   amount comparison to how much money is in the plan.  And I'm
  

17   concerned also that the retirees that do not pay their
  

18   premiums are -- their policies are going to lapse and some of
  

19   them are going to pass away.
  

20               And that would be my concern in terms of having
  

21   this benefit taken away from them or put in there, the onus
  

22   being put on their shoulders for them to pay the premium.
  

23               CHAIRMAN CATES:  Any other questions or comments?
  

24   Okay.  Let's move on.
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 1               MR. HAYCOCK:  The next recommendation that was
  

 2   presented by the Nevada Faculty Alliance I think at our last
  

 3   meeting was to look at increasing the dental benefit annual
  

 4   maximum.  We asked our actuaries at Aon to perform this
  

 5   analysis and then we copy and pasted what they have provided.
  

 6   It's not as linear on a hundred dollar annual max increase,
  

 7   like the HSA funding is.  But you'll see that it starts out
  

 8   with about $344,000 for the first hundred dollars and then it
  

 9   goes up to 587 and then 757, and so you can see in each of
  

10   those iterations.
  

11               Oh, I blew past the co-pay.  So we're going to
  

12   take this out of order real quick since I'm already on a roll
  

13   here.  The increase in the dental benefit maximum and then
  

14   I'll going back to the co-pay.  But this is on page seven.
  

15   Thank you, Mr. Chairman.  I'm just making sure you're paying
  

16   attention.
  

17               So you'll see here near the bottom of page seven
  

18   the table that shows what those costs are going to look like
  

19   and that's based off the analysis that Aon has provided us
  

20   where, let's not forget, folks, as we heard earlier at the
  

21   voluntary benefit discussion that we are being looked at, at
  

22   least by national carriers, as having a very rich benefits
  

23   program already and we recognize this is a priority of some
  

24   of the advocacy groups.
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 1               We're not sure if using excess reserves is the
  

 2   right answer and let me tell you why.  If we give it to them
  

 3   today, there is going to be a much more difficult time to not
  

 4   give it to them tomorrow.  And I think that whatever we give
  

 5   our membership we should be prepared to keep giving it to
  

 6   them.  I don't think it's fair to give them something and
  

 7   yank it years later.
  

 8               And so if we're looking at making a change, I
  

 9   think we need to make a change to the base plan and agree
  

10   this is what we're going to fund as a board and then ask the
  

11   state to fund it.  If we fund it with excess reserves, that
  

12   is sending the message that if excess reserves goes away so
  

13   does your dental maximum.  And I don't know if that's the
  

14   right message to our membership.  It's something to
  

15   contemplate.  And with that I'll take questions.
  

16               MEMBER PACKHAM:  So the compromised position then
  

17   being, say, a token increase of a hundred dollars.  I had an
  

18   emergency root canal last week.  And one of the things that
  

19   was striking in that office as I was waiting for that root
  

20   canal was somebody putting off a dental procedure until after
  

21   the first of the year when they would enter a new benefit
  

22   plan.  I know they weren't on PEBP because it was a January 1
  

23   start.  But I think there's a real need there.
  

24               MR. HAYCOCK:  For the record, Damon Haycock.  I
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 1   don't want to use the word compromise.  I think it's just an
  

 2   opportunity that's available within this presentation.  If
  

 3   you know you're going to have to come up with $344,000 to
  

 4   increase that dental maximum by a hundred dollars.
  

 5   Personally when I've had root canals priced for me and I
  

 6   haven't gotten one maybe because of the price, it's not a
  

 7   hundred -- the difference isn't a hundred dollars.  It's,
  

 8   like, $500, you know, more than what I want to spend type of
  

 9   thing.
  

10               So I don't know if -- I don't know if the hundred
  

11   dollars is going to do enough.  But if you do want to give
  

12   it, you got to decide you want to give it through the excess
  

13   reserves and then hope PEBP can build it in to the future
  

14   budgets or is it something that you're willing to take away
  

15   if for whatever reason excess reserves are not available?
  

16   And that's really what we want to make sure you guys
  

17   understand.
  

18               MEMBER PACKHAM:  John Packham for the record.
  

19   I'm new to this, but $344,000 seems like something that could
  

20   be built in to future budgets.
  

21               CHAIRMAN CATES:  Any other questions or comments
  

22   on this one?
  

23               MR. HAYCOCK:  For the record Damon Haycock.
  

24   We're going to go back to page six and talk about eliminating
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 1   the $25 co-pay for annual vision exams.  This was another
  

 2   request by Kent Ervin for the Nevada Faculty Alliance.  And
  

 3   we were able to pull up some data very easily within our
  

 4   third party administrator and do our own analysis.
  

 5               If you remember when we initially created this
  

 6   co-pay requirement, I believe it was in November of 2016 for
  

 7   2017.  November '16 for the next cycle.  That was when we
  

 8   were looking at potential budget cuts.  We basically did the
  

 9   same thing.  I took the same table from the same report two
  

10   years ago and I just kicked it out.  We looked at what the
  

11   amount of eye exams that were being utilized today.
  

12               Ironically, the eye exams didn't go down when we
  

13   threw a $25 co-pay on it, just for everyone's information.
  

14   So the 10,858 in '17 went to 10,905 in '18.  And then we
  

15   anticipated 10,952.  We just did a straight line average
  

16   trend.  And with that $25, I'm showing you how much money
  

17   that the plan is actually bringing back in revenue.  So we
  

18   would need to create that money if we wanted to then
  

19   eliminate this co-pay.
  

20               Because of the dwindling reserves, at this point
  

21   PEBP is not recommending them.  I know it's only a small
  

22   amount of money.  But when you look at trying to take five
  

23   million dollars and expend it over two, if that's the desire
  

24   to expend it over two years, every dollar is going to count,
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 1   when you have to look at potentially sacrificing HSA funding
  

 2   to do so.
  

 3               So it's just something to keep in mind.  But,
  

 4   again, really none of these things you're going to hear me
  

 5   speak so passionately about that we can't live with funding
  

 6   them if you guys want to fund them as long as the money is
  

 7   available.
  

 8               CHAIRMAN CATES:  Any questions or comments on
  

 9   that?  All right.  Keep rolling.
  

10               MR. HAYCOCK:  Thank you.  On page eight, this is
  

11   developing a pilot program with UNLV for enhanced nutrition
  

12   services.  Unfortunately, one of our board members today did
  

13   not attend, but she did, like, the lion's share of the
  

14   legwork on this, Jennifer Bonilla.  And I want to personally
  

15   thank her for coordinating where I could not down in the Las
  

16   Vegas area.  She worked directly with the other entities.
  

17   You're talking the UNLV student health center and the
  

18   dietetic internship.  I was on multiple calls with them to
  

19   try to figure out what's the best process to move forward.
  

20               The catalyst behind this program is that there is
  

21   a belief here at PEBP that there's a significant amount of
  

22   health care that is being paid for because of what we put in
  

23   our mouths.  I'm not a doctor.  I don't play one on TV.  I'm
  

24   not going to come out and say exactly what the clinical
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 1   reasons are behind our opinion.  But I will say that there's
  

 2   a significant amount of literature that talks about the level
  

 3   of nutrition and the fact that lack of nutrition can lead to
  

 4   obesity, which then has many comorbidities for diabetes,
  

 5   hypertension, heart disease, heart attacks, all of these
  

 6   things.
  

 7               And we want to find -- Everyone is trying to find
  

 8   the magic pill, literally and figuratively, to help out this
  

 9   process as we become, you know, more prone to these types of
  

10   chronic diseases.
  

11               Well, we know that we have a very good
  

12   opportunity to work with the Nevada System of Higher
  

13   Education in some of the educational opportunities that they
  

14   are providing their own students, their own interns.  And
  

15   here's the thing, folks, grad assistants and interns are
  

16   extremely cost-effective compared to full-fledged doctors and
  

17   physician assistants.  However, they still have to fall under
  

18   their own accredited program so they have to be overseen by a
  

19   full-fledged registered dietician.
  

20               So we're not sacrificing quality and we're not
  

21   sacrificing oversight to provide and leverage some of the
  

22   opportunities that are in southern Nevada.  And we have a
  

23   very good population down there that we feel we're going to
  

24   be able to reach and be able to expand it through things like
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 1   telemedicine out in to the rurals.
  

 2               And so I'm not going to get too much in to the
  

 3   weeds here, but we really have done some legwork in figuring
  

 4   out what this looks like and the way that this would be able
  

 5   to be implemented.  We've talked to our third party
  

 6   administrator yesterday and we feel that' we're going to be
  

 7   able to do this very simply, that we're going to be able to
  

 8   report metrics and after the year is up or even throughout
  

 9   the year we can showcase what folks who enrolled in this
  

10   program are compared to similarly-situated folks who didn't
  

11   enroll in this program and what are the costs of the plan
  

12   that they have had to pay.
  

13               A good example of this is if you look at any of
  

14   our quarterly reports and look at our obesity care management
  

15   report from HealthSCOPE and they tell you who is enrolled in
  

16   it versus who is not enrolled in it that has the diagnosis of
  

17   obesity, and the cost differential is staggering.  How much
  

18   more money we save with folks that have obesity that enroll
  

19   in the obesity care management program versus those who
  

20   don't.  The lower high cost claims, lower inpatient claims,
  

21   lower emergency room, lower urgent care.  There's only a
  

22   higher cost for physicians because it's a physician-based
  

23   process.
  

24               So, here again, there's a lot of details here,
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 1   but we feel this is an excellent opportunity to partner with
  

 2   UNLV to leverage the state's resources as a whole to get this
  

 3   down the path.  And if we can basically earmark a hundred
  

 4   thousand dollars for this program for the year, we feel that
  

 5   we can get everything done.  The only remaining parts that we
  

 6   have is once you approve, if you approve this process, we'll
  

 7   need to sign a memorandum of understanding with them so we
  

 8   understand who has those roles.
  

 9               I've been working with Brandee from the -- our
  

10   deputy attorney general from the attorney general's office.
  

11   And we feel like we could have a pretty good agreement that
  

12   protects everybody and allows our members to start receiving
  

13   these services with some prioritization and also help those
  

14   folks going through the dietician program down at UNLV get
  

15   real world experience to help them become more marketable as
  

16   they move in to their careers.  With that, I'll take any
  

17   questions.
  

18               MEMBER ZACK:  Mr. Chair, Christine Zack.  I have
  

19   a question.  Why are we not focused on those patients and
  

20   members that are diagnosed as being prediabetic?  Because to
  

21   me it seems like there might be a bigger cost savings if you
  

22   can prevent someone from moving from a prediabetic diagnosis
  

23   to diabetes.
  

24               MR. HAYCOCK:  For the record, Damon Haycock.
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 1   Excellent question, Ms. Zack.  We talked about what type of
  

 2   populations.  And it's not that we're stuck on the ones that
  

 3   we've implemented here.  But we know that you can move the
  

 4   needle with an almost immediate return on investment with
  

 5   folks that have diabetes or renal disease.  And so what we
  

 6   want to make sure is that we give this pilot program a
  

 7   fighting chance out the gate.  A lot of folks that have
  

 8   prediabetes are not -- They're not a drain on the medical
  

 9   society.
  

10               MEMBER ZACK:  Yes.
  

11               MR. HAYCOCK:  But you know what I'm saying.
  

12   They're not a drain yet.  And so not being a drain yet and
  

13   not being a drain five years from now is hard to prove as a
  

14   metric, as a return on investment.
  

15               And so I think that the beauty of a pilot program
  

16   is we look to accomplish a certain goal.  And then if we
  

17   accomplish that goal, we do one of a couple of things.  One,
  

18   we replicate it and grow the program, or two, we expand the
  

19   program to include prediabetics and those with pre-heart
  

20   disease.  And we evaluate them separately but we expand it
  

21   and we expand the pilot in future years.
  

22               We want to make sure that before we throw a bunch
  

23   of resources at this program that we want to give it an
  

24   opportunity to succeed.
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 1               MEMBER ZACK:  Thank you.
  

 2               CHAIRMAN CATES:  Any other questions or comments?
  

 3               MEMBER LAMBORN:  Mr. Chair, I just wanted to add
  

 4   to the diabetes base and the prediabetes, I think it would be
  

 5   much easier to measure success on that small diabetic group,
  

 6   again, as a pilot project going forward.
  

 7               CHAIRMAN CATES:  I just want to say I really like
  

 8   this.  It seems like a no-brainer to me.  It seems like a
  

 9   great opportunity at a small cost and I would like to see a
  

10   pilot in southern Nevada where most folks live.
  

11               Okay.  Move on.
  

12               MR. HAYCOCK:  They next one -- Damon Haycock for
  

13   the record.  This one, we weren't prompted by anybody for
  

14   this.  We ended up getting a notice that the centers for
  

15   Medicare and Medicaid services were going to increase the
  

16   Medicare part B minimum premium from $134 dollars to 135.50.
  

17   When it went from 120 up higher the first time, I don't think
  

18   we were in line with it.  And then we raised it to 134 last
  

19   year.  I think we're a year late.  We're behind the curve.
  

20   We're talking $1.50, right, is really the issue.  It's a
  

21   $20,000 expense.
  

22               But what it does is it continues to help those
  

23   retirees on our plan that are required to maintain Medicare
  

24   part B.  And since we pay second and Medicare part B pays
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 1   first, it is money in the bank giving away 20 grand to pay
  

 2   second on these bills.
  

 3               And so as -- Not to say this makes up for the
  

 4   Medicare exchange issue, I'm sure.  But we do care about the
  

 5   retirees on our plan and we wanted to be cognizant and
  

 6   responsive to this increase in Medicare part B premiums at a
  

 7   minimum and we feel that we should stay in line.  And it is a
  

 8   very small amount.  That $20,000 is easily obtainable.  And,
  

 9   unfortunately, they're mounting error on high cost.  That's
  

10   really what that is.
  

11               And that right there -- And we can talk about the
  

12   HMO and EPO plan next or we can pause here and the board can
  

13   discuss more of the CDHP type of opportunities.  The HMO and
  

14   EPO one is pretty fast too, if you want us to get through
  

15   that as well, Mr. Chair.
  

16               CHAIRMAN CATES:  Any questions at this point?
  

17   Okay.  Let's keep moving.
  

18               MR. HAYCOCK:  As part of this -- Excuse me.
  

19   Damon Haycock for the record.  As part of this process, PEBP
  

20   reached out to Health Plan of Nevada and we are very pleased
  

21   that they have worked with us to come up with little tweaks
  

22   to these plans.  If you recall, when we developed the EPO
  

23   plan back last year, we wanted to continue to offer a
  

24   statewide plan benefit design.  It's not quite a hundred
                 CAPITOL REPORTERS (775) 882-5322

211



 1   percent the same.  It never has been.  But we try to make it
  

 2   as close as possible.  But we had picked a certain series of
  

 3   plan designs that we have maintained the same co-pays on or
  

 4   co-insurance on.
  

 5               And so on page ten you'll see what we are looking
  

 6   at presenting as far as changes.  One of the biggest issues
  

 7   that we heard here at the board when we implemented the EPO
  

 8   plan and changed the -- Actually before the EPO plan.  This
  

 9   is even before -- when we aligned the two HMO plans was that
  

10   we used the less richer version on specialty drugs and folks
  

11   that were paying $75 for 5,000, $10,000 drugs every month
  

12   were then required to pay a 40 percent co-insurance.  When we
  

13   implemented the EPO plan, we asked and we worked with Health
  

14   Plan of Nevada and we reduced that to 30 percent.
  

15               We have been able to talk with them again.  And
  

16   I'm going out of order here.  But this is the really big
  

17   benefit to the membership.  We're recommending you dropping
  

18   it down to 20 percent to be in line with the consumer driven
  

19   health plan.
  

20               One of the things that we don't want to do is we
  

21   don't want either of our plans to adversely select the other.
  

22   We don't want everybody with high cost drugs to go to one
  

23   plan or the other plan and then that plan struggles to manage
  

24   the risk.  So we made a pitch.  They agreed.  And we wanted
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 1   to take that out of the decision-making process.  And so
  

 2   folks that are on either plan can then have the same benefit
  

 3   on their specialty drugs, which is one of the largest cost
  

 4   drivers.
  

 5               But to offset that, there needs to be something
  

 6   else that we can do.  And one of the things that they are
  

 7   recommending is increasing the generic by three dollars, that
  

 8   generic co-pay.  So that's how we're going to offset the high
  

 9   cost of specialty drugs is with the more utilized lower cost
  

10   generics at ten dollars.
  

11               As far as primary care and specialist visits,
  

12   they recommended that we drop it five dollars, and so we have
  

13   agreed to do that as well.
  

14               And then the emergency room visit, they asked us
  

15   to increase it and we agreed that emergency room utilization,
  

16   unfortunately, is still one of the most overly utilized
  

17   benefits in all of our plans.  Just to give you a statistic,
  

18   the last time we had our emergency room usage analyzed, I
  

19   think it the end of this plan year, I think it was 51 percent
  

20   overall was considered non-emergent.
  

21               So we're not trying to prevent people from going
  

22   to the ER that need to go to the ER.  But we are trying to
  

23   find a way to pay for it.  And so everyone is trying to
  

24   ensure that rates don't skyrocket and that we can maintain
                 CAPITOL REPORTERS (775) 882-5322

213



 1   the cost of drugs and we can maintain these other options and
  

 2   opportunities.
  

 3               And so if you look there, we had Aon, our
  

 4   actuaries, do a bunch of math, and figured out a transparency
  

 5   to show you what each of these benefits would increase or
  

 6   decrease the cost and you'll see at the end it's probably a
  

 7   net gain of 105,000.
  

 8               It's not part of the excess reserve discussion,
  

 9   because we're not looking at saving money from the HMO and
  

10   then moving it over to the consumer driven health plan or
  

11   vice versa, but we wanted to talk about the HMO and the EPO
  

12   plan, at the same time benefit design topic, agenda item, so
  

13   you all can make the decision.
  

14               Do we have to do this?  No.  We can leave the
  

15   plan design the way that it is.  But this is our
  

16   recommendation moving forward with the -- with this EPO plan.
  

17   And, just as a teaser, we are learning a lot running this
  

18   plan.  We're learning exactly the ins and outs.  And we tried
  

19   to pattern them after our northern Nevada HMO plan and we are
  

20   recognizing areas where that HMO took exception to their own
  

21   documents, right, as they can, as a health plan decides we
  

22   have in the past on ours.  And so please expect us to bring
  

23   back some master plan document changes to ensure that we can
  

24   do some of the things that we need to do with that plan so
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 1   that it remains solvent at well.  But that will come back in
  

 2   January but most likely March when we do the MPD overview.
  

 3               But this is our basic benefit design analysis and
  

 4   recommendations.  And so the total summary is that we're
  

 5   suggesting that you do implement a co-pay accumulator, that
  

 6   you do implement the mandatory Smart 90 pharmacy network,
  

 7   that you do approve only a hundred dollars HSA/HRA funding
  

 8   and tie it to these two programs, although we can easily
  

 9   change that to the preventive services, that we do require
  

10   that the Medicare exchange retirees pay for their fees and
  

11   life insurance premiums, that you do not eliminate the $25
  

12   co-pay for the annual vision exams today, that you do not
  

13   increase the program-wide dental benefit maximum, that you do
  

14   approve a one-year pilot nutrition program, and you do
  

15   increase the Medicare part B premium credits, that $1.50, and
  

16   lastly, you do approve the revised plan benefit design for
  

17   the EPO and HMO plan as outlined on page ten.
  

18               We've already done the math for you, if you agree
  

19   with our recommendation, but Tena will start listening to
  

20   what you guys want to do and plug those numbers in so
  

21   everyone can see.  For those of you that have your back to
  

22   the screen, let us know, and we'll call it out as we go
  

23   through.  I don't want you to not see what's going on.  But
  

24   we're being very conservative in what we recommend spending,
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 1   not because we want to bank excess reserves, but we are
  

 2   literally five months in to this new plan and we don't have
  

 3   enough data today to really talk about the experience that
  

 4   the EPO plan is running at and we want to make sure that we
  

 5   hedge ourselves in case there's some surprises that we're not
  

 6   prepared for.  And that's why we've been very conservative in
  

 7   our recommendations today.  With that, I turn it back to you,
  

 8   Mr. Chair.
  

 9               CHAIRMAN CATES:  Okay.  Thank you, Damon.
  

10               MEMBER LAMBORN:  I just have one, if we can back
  

11   up to number nine on the benefit design for '20, program year
  

12   '20.  I'm just having a really hard time with the increase in
  

13   the co-payment for the emergency room visit.  I understand
  

14   that there's 50 percent non-emergency, but it seems like
  

15   we're really penalizing those that do need that emergency
  

16   service.  And I just think that's a huge increase.
  

17               MR. HAYCOCK:  For the record, Damon Haycock.  It
  

18   is a significant increase to that co-payment.  I share your
  

19   concerns as well.  The 51 percent I can say was on our
  

20   consumer driven health plan, which doesn't have a co-pay.  So
  

21   people are still going to the emergency room and they're out
  

22   $1500 before they satisfy their deductible and up to $3900,
  

23   which, honestly, isn't that hard to get to, depending on your
  

24   emergency room visit.  So they are paying a significant
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 1   amount more if they have to go and they're still going.  Just
  

 2   to give you something to think about.
  

 3               This is just a way, again, to cost share the
  

 4   program.  Because I believe, and I'm not going to speak for
  

 5   Health Plan of Nevada, but we share the concern that we don't
  

 6   want to come back to you and say, oh, it looks like we need
  

 7   that 13 to 15 percent increase in rates and here's the
  

 8   reasons why.  Specialty drugs are up.  Emergency room usage
  

 9   is up.  Our risk is getting higher.  And so we're trying to
  

10   in partnership find ways to do little tweaks along the way.
  

11   And I know this may not seem little.  But little tweaks along
  

12   the way to maintain these plans so they can remain solvent
  

13   and affordable as we move forward.
  

14               Just to give you an example, I think our rates
  

15   today are something like $32 for an individual on the
  

16   consumer driven health plan.  It's about 140 for an
  

17   individual on the HMO EPO plan.  That's really affordable, I
  

18   feel, for not having a deductible.  So you get to go right to
  

19   co-pays right out the bat.
  

20               So we've done what we can to lower the cost of
  

21   rates.  I think we're just trying to keep them in some form
  

22   of if we have to increase them we don't want to increase them
  

23   very much.  But we are a hundred percent experience rated.
  

24   So if experience comes back and says, you need more money, we
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 1   either adjust the plan design and increase rates or a
  

 2   combination of both.  So it's just one of those difficult
  

 3   decisions to contemplate.
  

 4               MEMBER LAMBORN:  How easy is it to come back and
  

 5   change that later?
  

 6               MR. HAYCOCK:  Well, for the record, Damon
  

 7   Haycock.  If you -- What you approve today, I'm going to send
  

 8   out to everybody, right.  I feel it's only important that
  

 9   those who could not attend this meeting get a transparent
  

10   account of what the board has chosen.  We can go back and do
  

11   that.  But once we get the rate renewal from Health Plan of
  

12   Nevada, which we are due in the next couple of weeks, they
  

13   need to know what they're bidding.  And so we don't -- If we
  

14   make a change they're going to want to revise that.
  

15               MEMBER LAMBORN:  Right.
  

16               MEMBER SHIPPEY:  Mr. Chair, for the record, Glenn
  

17   Shippey.  I just want to bring up comments about some
  

18   discussions about co-pays.  HPN is the commercial market
  

19   leader in the state.  And this kind of a change is consistent
  

20   with the changes that HPN has made to most of its commercial
  

21   market plans, including the big large employer custom HMO
  

22   plans that come through the Division of Insurance.
  

23               So I think this is not just about offsetting some
  

24   other changes here.  I think this -- We've seen this from
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 1   HPN.  We've seen it from most of the health carriers in the
  

 2   commercial market.  And this is in response to unnecessary
  

 3   utilization of the emergency room, more than anything else, I
  

 4   believe.
  

 5               MR. HAYCOCK:  For the record, Damon Haycock.  So
  

 6   are you saying, Mr. Shippey, this is the new normal?
  

 7               MEMBER SHIPPEY:  Yes.
  

 8               CHAIRMAN CATES:  Any other comments?  Well, if
  

 9   there's no further discussion, we will open it up to public
  

10   comment.  Let's start with Carson City.  Keep it to three
  

11   minutes and we'll let you know when you're getting there.
  

12               MS. BOWEN:  I'll do my best.  Peggy Lear Bowen,
  

13   P-e-g-g-y, space, L-e-a-r, space, B-o-w-e-n.  My name and my
  

14   words for the record.
  

15               We're now getting to a new era of insurance by
  

16   the State of Nevada and it's called virtual insurance.
  

17   Virtual insurance means go see your eye doctor and they tell
  

18   you what you need, but you don't cover the things that you
  

19   need to have covered like contacts or whatever work done.
  

20               If you were told by the nurse that you're
  

21   required to call or the on line doctor and follow all the
  

22   procedures you have set up and the nurse tells you to go
  

23   urgent care, urgent care -- where there's a charge -- Every
  

24   one of these things there are charges.  Nurse tells you to go
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 1   to urgent care.  Urgent care tells you to got to the hospital
  

 2   and to the ER and you pray to God that when you get to the
  

 3   hospital at the ER that they will determine that what you
  

 4   have was an emergency.
  

 5               Then when you get there and you have your
  

 6   emergency and you need something because of that emergency,
  

 7   then let's get to the RX's and this pre-approval routine and
  

 8   things being denied because they weren't pre-authorized, like
  

 9   an EpiPen.  And you've heard the EpiPen story before.
  

10               And what happens is CVS pharmacy is owned by
  

11   Renown or vice versa.  I don't care who owns them.  They're
  

12   all one basket there.  And they tell you that you get there
  

13   too late.  You aren't eight to five on the weekday in the
  

14   emergency when you have your incident when you need an
  

15   EpiPen.  And, therefore, their hospital pharmacy, CVS
  

16   pharmacy, is closed there.  The only pharmacy that's open at
  

17   11:00 o'clock at night happens to be Walgreen's, but you
  

18   can't go there, because if you go to Walgreen's you need
  

19   pre-authorization from the emergency room for your drugs.
  

20   And they give you pre-authorization as long as they've
  

21   checked what kind of insurance you have and you have to wait
  

22   until CVS pharmacy opens at 9:00 o'clock the next morning.
  

23               And so here you are, you've been stung by a wasp
  

24   40 years ago, allergic reaction, they rip my blouse open and
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 1   put adrenaline directly in to my heart.  And now they tell me
  

 2   I cannot get an EpiPen because the hospital pharmacy is
  

 3   closed because I don't have pre-authorization to use the
  

 4   pharmacy other than the hospital pharmacy and sit there and
  

 5   wait literally until 9:00 o'clock in the morning for a
  

 6   pre-authorization to get an EpiPen at a pharmacy where they
  

 7   tell me to go that didn't have the EpiPen, the only one that
  

 8   might have been open.  Walgreen's is open 24 hours.
  

 9               I used to respect and think highly of the
  

10   insurance program that you all -- that was provided to us as
  

11   serving the State of Nevada.  That was one of the reasons for
  

12   in lieu of salary.  That needs to be taken care of.
  

13               This virtual care.  What do you really provide me
  

14   at the dentist?  You say you need to go and have your annual
  

15   check-up.  I could meet requirements and not have to do
  

16   computer virtual anything.  You get a doctor's charge when I
  

17   go to the dentist.  You get a doctor's charge when I go for
  

18   my annual check-up.  Have on your form for the annual
  

19   check-up a check-off that, yes, this came for an annual
  

20   check-up and, by the way, she swallowed a cap and we need to
  

21   take care of that too.  But at least have on your form
  

22   report.
  

23               And, finally -- And I'm doing this as quick as I
  

24   can -- with the vision of your -- provide more than just
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 1   going to the doctor and tell them what you need.  Have some
  

 2   products or some results to meet the needs of what is
  

 3   discovered when you're there.  And quit playing -- Don't call
  

 4   it insurance.  Call it paying for doctors to do their annual
  

 5   visits and telling people that will they have to charge --
  

 6             (Meeting was interrupted by a recording)
  

 7               MS. BOWEN:  Have you pressed pound or star?
  

 8               MR. HAYCOCK:  Sorry, Peggy.
  

 9               MS. BOWEN:  So the important thing for me to talk
  

10   to you is get back to real insurance.
  

11               And, finally, your workshops that you're holding,
  

12   because you call them a workshop, it's a loophole in the
  

13   attorney general's open meeting law where you don't have to
  

14   have the insurance companies all present.
  

15               CHAIRMAN CATES:  Can we stick to the topic?
  

16               MS. BOWEN:  Yeah.  Sticking to topic.
  

17               CHAIRMAN CATES:  We'll have public comment at the
  

18   end.
  

19               MS. BOWEN:  Thank you very much.  Please make our
  

20   insurance the good insurance it was because it was in lieu of
  

21   salary.  Please get us back where we can -- We don't go to
  

22   the emergency room because we can't afford the 20 percent or
  

23   the whatever and raising the amounts.  You're making it
  

24   impossible to stay alive and well for people.  They just
                 CAPITOL REPORTERS (775) 882-5322

222



 1   don't go.  And they hang in until they finally have to go to
  

 2   the emergency room.  Please get it back so we can see doctors
  

 3   and dentists and all the rest.  Thank you very much.  And
  

 4   thank you for that extra time.
  

 5               MS. LOCKARD:  Good afternoon.  For the record, my
  

 6   name is Marlene Lockard, representing RPEN, Retired Public
  

 7   Employees of Nevada.
  

 8               I would like to speak to the Medicare issue, as
  

 9   Damon anticipated, of course, that I would be here.  And I
  

10   would like the board to keep in mind, because we talked a lot
  

11   about fairness in the presentation for charging Medicare
  

12   retirees for their premiums for life insurance.  In 2011,
  

13   those retirees were removed from the state's health system.
  

14   So on a fairness point of view, Medicare retirees lost
  

15   substantial benefits.  And since that time we have been
  

16   putting back in through excess reserves to cover those costs,
  

17   which I feel strongly is absolutely important and
  

18   appropriate.
  

19               I do not think that we should continue to do
  

20   that.  I think it should be part of the base for Medicare
  

21   retirees.  Because, as we have tried to restore benefits and
  

22   go back to the original base from the cuts of 2011, I don't
  

23   think that we should discount those retirees either.
  

24               And so Damon mentioned several options.  I think
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 1   ideally would be to revise the budget and put it in the base
  

 2   to cover those costs.  And that way it will not impact your
  

 3   excess reserve amount that Damon is concerned with, the
  

 4   dwindling amount for that.
  

 5               And I know Pricilla is going to talk about the
  

 6   appropriation from the legislature for retirees and how much
  

 7   the state gets per person and how much comes back for the
  

 8   dollar per year enhancement.  And so I'll let Pricilla go in
  

 9   to those numbers because she has those in front.  But I would
  

10   urge your reconsideration or rejecting that item to eliminate
  

11   that benefit.
  

12               Retirees, as has been stated and is obvious, are
  

13   on a fixed income.  And those small changes do make a huge
  

14   impact.  And I know previous months ago when I sat at this
  

15   board, at this table, that, oh, I'm sure we could absorb
  

16   that.  Well, my phone is still ringing, because they cannot.
  

17   And I was taken to the wood shed, appropriately, for assuming
  

18   they could afford eight dollars a month.  So I urge your
  

19   consideration of that.  Thank you.
  

20               MS. MALONEY:  It's late in the day and I don't
  

21   want anybody to miss their flight in this bad weather, so I'm
  

22   just going to get to this very quickly.
  

23               So just on the purely technical side, this was a
  

24   lovely presentation created by Ms. Glover.  Very helpful.
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 1   And, actually, I've used this in discussions with my board,
  

 2   this was from March of 2017, how everything comes together in
  

 3   these calculations of what premiums should be, whether we're
  

 4   talking about a pre-Medicare retiree, a non-state retiree,
  

 5   all of those things.
  

 6               So here is the, on page six -- And I'm sure Damon
  

 7   could get the board if anybody wanted this packet, they could
  

 8   get this piece to them, so from last year.  But basically so
  

 9   here's how it works.  When we talk about a loaded rate for
  

10   the state work force and their retirees, these things are
  

11   baked in to the rates, okay.  And what happened in 2011 was,
  

12   as Ms. Lockard said, was a --
  

13               And I'm sorry to Madam Reporter.  It's Pricilla
  

14   Maloney.  Well, because I'm looking at that clock and I know
  

15   everybody is anxious.
  

16               This is a very simple but essential understanding
  

17   of how the rates are calculated.  So you've got your total
  

18   cost of the actual provision of the health care plan number
  

19   of a mixed pool of employees and retirees.  And, remember,
  

20   we've got two sets of retirees.  We've got Medicare retirees.
  

21   Those are the folks that were carved out in 2011 by the
  

22   legislature.  And we have pre-Medicare retirees who
  

23   participate in things like HMO, CDHP plans, and so forth.
  

24   Divided by 12 months and that is the amount that comes up,
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 1   the monthly contribution for both the employee retiree,
  

 2   slash, and the employer.
  

 3               So what happens pursuant to the legislation in
  

 4   2011, and that was before my time, but, as Ms. Lockard said,
  

 5   there are so many of our Medicare retirees that are still
  

 6   smarting from that process.  There was litigation discussed
  

 7   and apparently it never came to fruition to challenge that.
  

 8   But it's done now.  That is the law.  This is what happens to
  

 9   our Medicare retirees.
  

10               So here you see the contribution last year and
  

11   the actual appropriation bill, which was Senate Bill 551, I
  

12   believe, because I was looking it up on my phone before I
  

13   came up here, was literally just a few cents off.  So this is
  

14   just the retirees now, the Medicare retirees.  The
  

15   legislature appropriates a blanket amount of 451 per Medicare
  

16   retiree.  And then going back to that idea of the loaded
  

17   rate, administrative costs are subsumed in this amount.  And
  

18   Medicare retirees do not get 451.  There is a maximum rate in
  

19   the appropriation bill.  And this is the way it's been at
  

20   least since I've been on.  So in 2015 and in 2017, those two
  

21   sessions, the amount was the same, the max amount.  It's a
  

22   certain dollar amount per year per services, as Mr. Haycock
  

23   explained.
  

24               But the maximum is $240.  So, no matter how many
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 1   years of service you've had, there is a cap in that amount.
  

 2   So if you take the 451 and you deduct that maximum rate of
  

 3   240, PEBP is getting 200 or some odd dollars towards all of
  

 4   those things that go in to that loaded rate, okay.
  

 5   Administration costs and staffing and all of those things.  I
  

 6   spent way too much time having to explain this to my advocacy
  

 7   group members because they want to know are those funds going
  

 8   in at least in part in to paying excess reserves.
  

 9               So sometimes -- And we've had good discussions
  

10   about where the excess reserves come.  Certainly PEBP has
  

11   given numerous presentations that the bulk of the excess
  

12   reserves are created -- This is the accounting that they have
  

13   shared with us -- are created by cost savings and utilization
  

14   that -- under utilization of the maximum benefits allowed in
  

15   the CDHP.  That's where supposedly most of these reserves
  

16   come from.  But it's sometimes with retirees it sounds like a
  

17   small amount.
  

18               At the end of the day, as Mr. Haycock said, there
  

19   is going to be, in this budget proposal now, there is going
  

20   to be a net gain, okay.  You will take away the eight dollars
  

21   for these things that have been baked in to the loaded rate.
  

22               And then last year, if you recall, and this is
  

23   also not from this packet, this is from a different one,
  

24   there was a decision by the board to enhance a one-time
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 1   enhancement to cover these same things, roughly about the
  

 2   same amount.  This came out to 1.6 million.  What saved here
  

 3   is 1.2 million.  But this is what you did as a board to give
  

 4   it as a one-time enhancement.  Now you're talking about
  

 5   taking it away.
  

 6               And, again, when you're on a fixed income, these
  

 7   small -- You can say it's only $1.50 or it's only eight
  

 8   dollars.  But optics are important.  Gestures are important.
  

 9               I remember just real quickly and I'm wrapping
  

10   this up, a huge brew-ha-ha a couple of sessions ago when a
  

11   long-time provision, NRS 284, that allowed for what we call
  

12   longevity pay program, was eliminated in the budget.  It was
  

13   only a couple -- only two or three million dollars.  And,
  

14   again, it sounds facetious to say only two or three million
  

15   dollars.  But it was an incentive program for state employees
  

16   to stay employed with the state as long as possible.  So you
  

17   got a benefit you actually could apply for under this
  

18   longevity award and they eliminated it.  And in the overall
  

19   scheme of things, this was a year when we had granted special
  

20   sessions for Tesla -- or time frame -- for Tesla, for the
  

21   Raiders stadium, these kinds of things.  And optics matter to
  

22   state employees.  They've had a terrible time, as you know,
  

23   since 2008 and '09 budget recession.  And so sometimes these
  

24   small gestures really, really do send a message.
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 1               And so when we're talking about fairness, it's
  

 2   sometimes in the eye of the beholder.  State employees gave
  

 3   up a lot in the last ten years of budgets.  And we're just
  

 4   now getting back to restoring their benefits, not giving them
  

 5   the raise we got in 2017, it still doesn't bring it up to
  

 6   where they were in 2007 levels.  And they recognize and they
  

 7   made the sacrifices and they took the furloughs.  But
  

 8   sometimes these little things they do really matter.
  

 9               And so I'm asking the board to either -- well, to
  

10   consider a vote that somehow preserves some flexibility on
  

11   this issue.  This is taking a relatively small amount.  In
  

12   other words, that amount can be made up in January.  You
  

13   don't know when the new administration gives the response on
  

14   the budget.  But optics matter and symbolic things matter.
  

15   And so I'm asking the board to please just at least consider
  

16   that.
  

17               And I'm sorry if this was very jumbled, but I'm
  

18   mindful of the clock.  If there are any questions though
  

19   about this, about this technical part, please let me know.
  

20   And then Damon of course has all of these packets.  And
  

21   thanks to Ms. Glover it was a great presentation.  And there
  

22   it is.  Oh, he found it.  So, again, yeah.  So that's what
  

23   I'm saying.  You know, it's a small thing but in some
  

24   people's eyes.
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 1               CHAIRMAN CATES:  It's way over time, but it was
  

 2   very informing.
  

 3               MR. ERVIN:  Kent Ervin, Nevada Faculty Alliance.
  

 4   I have ten minutes until I have to leave for a personnel
  

 5   committee in Reno, so I think I have about ten.  No?
  

 6               CHAIRMAN CATES:  Three minutes.
  

 7               MR. ERVIN:  So, first of all, I would like to
  

 8   thank you all for this hard work.  And Damon has been very
  

 9   helpful in providing some additional information both to me
  

10   and the other advocacy group and the folks down at UNLV,
  

11   their benefits group.
  

12               I do want to preface this by, first of all, you
  

13   know, the last good year was 2008.  The last really good year
  

14   was 2008.  And cuts started then.  And we've been clawing
  

15   back.  And one way we've been clawing back is to use the
  

16   excess benefits for a while and see how that works out and
  

17   then Damon and the board have been able to move some of those
  

18   things in to the base.
  

19               And regarding the excess reserves, and I thank
  

20   Damon for some information that you provided us on the
  

21   history of the reserves, and actually I hope you all get that
  

22   or got that.  But looking at every year that excess reserves
  

23   spend down has been, it seems like we are always told that in
  

24   one or two years it's going to be close to zero.  But then
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 1   what happens is it's not close to zero.
  

 2               Over the past six years, the error in the spend
  

 3   down versus the change in total reserves has been from plus
  

 4   eight million to plus 37 million.  In FY 18 it was plus 24
  

 5   million.  It's never been going the other way.  It's always
  

 6   been the one side.  That suggests to me that the calculations
  

 7   are overly conservative.
  

 8               You want to be prudent.  But, my goodness, we
  

 9   have at 95 percent confidence, the IBNR, catastrophic, which
  

10   used to be called rate stabilization reserves, those
  

11   reserves.  So that already covers all of your conservity --
  

12   fiscal conservity needs.  And then we have millions on top of
  

13   that.
  

14               So I don't think when you see the five million
  

15   dollars for the biennium calculation that you ever need to
  

16   use less than all of that.  Because the calculation -- And
  

17   that's already, the conservatism is baked in to that.
  

18               Aon could tell us why they've been off in one
  

19   direction six years in a row, perhaps.  But I can't explain
  

20   eight to 37 million dollars just on cost savings.  So that's
  

21   the level set that you probably have more money.  The
  

22   likelihood is that you have more money.  And then, of course,
  

23   Damon, I know you'll say, but maybe not this year.  So we
  

24   have to be conservative.
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 1               But I would maintain those regular reserves with
  

 2   some 60 million dollars in there are already very
  

 3   conservative.  So excess is really excess and can be used.
  

 4               Then as far as the specifics, ditto and ditto to
  

 5   what Marlene Lockard and Pricilla Maloney said.  We support
  

 6   getting these administrative fees.  If you want to
  

 7   appropriately allocate them, add them to the base and provide
  

 8   the funding for those rather than tacking it on.  They've
  

 9   been paid for a number of years now.  It's time to add them
  

10   to the base.
  

11               I would suggest that you just defer decisions on
  

12   the HSA and HRA because that is the one thing that can be
  

13   added later.
  

14               I would like to point out and thanks to some data
  

15   that Damon gave us that the cost of that $100 for everybody
  

16   in the CDHP is more than the cost, the estimated cost, to
  

17   reduce the out-of-pocket maximum by 400 for a single or $800
  

18   for a family.  I just think that would have a huge impact on
  

19   the people who are actually sick rather than a hundred
  

20   dollars for everybody, most of whom are putting that in their
  

21   piggy bank.  And so that's a balance to think about.
  

22               And then as far as the two items that we
  

23   specifically asked for, I would hope that, you know, would be
  

24   the total of a million dollars towards dental and/or vision
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 1   preventive exams I think is a small thing again to put in to
  

 2   excess reserves for now and see how it works out.  Do excess
  

 3   reserves really go down to zero this time around?  But, yes,
  

 4   actually we do agree those should be in the base.
  

 5               In 2008 there was a $2,000 dental maximum.  That
  

 6   was tied to a health assessment questionnaire to get the full
  

 7   2,000.  But we're really just trying to claw back to 2008 in
  

 8   this economic time.  So it's time to do that.  So thank you
  

 9   very much.
  

10               CHAIRMAN CATES:  Thank you.
  

11               Any other public comment in Carson City?  Is
  

12   there any public comment down south?
  

13               UNIDENTIFIED SPEAKER:  No, there's not.
  

14               CHAIRMAN CATES:  Okay.  Bring it back to the
  

15   board.  Any further discussion?  Go ahead, Damon.
  

16               MR. HAYCOCK:  For the record, Damon Haycock.  And
  

17   we pulled up the old presentation.  One of the things that we
  

18   didn't quite get down in to the weeds, and I'm going to ask
  

19   Tena just to quickly go over it, but there's been a
  

20   conversation about that retiree subsidy amount -- And I hate
  

21   the word subsidy too.  Let's just call it a contribution,
  

22   alright.  Retiree contribution amount in the subsidy bill,
  

23   right.  That's what it's called.  And it was at $451.  And
  

24   I've had retirees come up to me and say, look, you're only
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 1   giving me $300 off my premium and I know you're getting $451,
  

 2   so where's my other $150?
  

 3               Unfortunately, the way that this is designed,
  

 4   first of all, if you -- Nick will shoot it over to the
  

 5   screen.  You'll see that the subsidy amount is different
  

 6   based on your tier.  So that 451 doesn't seem to be
  

 7   applicable to the retiree only, but for the retiree and
  

 8   family they're getting more.  So understand that that 451 is
  

 9   an average between all of the amounts of contribution.  So
  

10   there's the first part.
  

11               The second part is we really don't get to bill
  

12   $451 from each of the agencies.  It's actually a percentage
  

13   of payroll.  So the budget office and LCB get together and
  

14   they figure out how many retirees that we can agree we think
  

15   we're going to have times how many years of service that we
  

16   have.  And we go through all of those projections and we come
  

17   up with a dollar amount.  And we take that dollar amount and
  

18   they figure out that dollar amount is a percentage of the
  

19   overall payroll and that's what we actually get, that's what
  

20   we actually collect.  But that dollar amount is based on a
  

21   projection for how many retirees we have and what is their
  

22   average years of service.  And then they put that number in
  

23   that subsidy bill.  So is that accurate?
  

24               So I'm just saying that it's not quite the way it
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 1   was explained.  And I know Marlene is like, please, please,
  

 2   let me come up here and talk.  But I'm not trying to
  

 3   contradict completely, but recognize that it is just a little
  

 4   bit different than what I was hearing.
  

 5               Secondly, we talked about optics, right.  And I
  

 6   know Marlene will want to make a statement.  Optics.  And I
  

 7   cannot thank Pricilla enough to discuss the fact that state
  

 8   employees have had all of these things happen due to the
  

 9   recession and the loss of salaries and the loss of merit
  

10   steps and the loss of longevity and all of those affect the
  

11   employee.
  

12               So just a couple of statistics.  I had this
  

13   pulled from the division of HR management back on September
  

14   19th.  That the total number of employees in their system
  

15   today was 19,157.  So this does not include the Nevada System
  

16   of Higher Education.  19,157.  Of those employees with an
  

17   initial hire date before January 1, 2012, 8,044.  The number
  

18   of employees with an initial hire date after January 1, 2012,
  

19   11,113, or 58 percent of our employees were hired after
  

20   January 1, 2012.
  

21               Why does that matter?  It matters because the HSA
  

22   money that we give them is supposed to help them pay for
  

23   their health care now and when they need it when they retire,
  

24   because they're not going to get a retiree subsidy.  It's a
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 1   triple tax advantage HSA allotment that they can put in to
  

 2   their buckets themselves, as Kent eloquently said, piggy
  

 3   bank.  But it's actually designed in part to take care of
  

 4   that population that will never as of today based on the law
  

 5   receive an employer contribution to their retiree benefits.
  

 6               And so it's not that we don't want to take care
  

 7   of Medicare retirees.  It's that we have employees that we're
  

 8   trying to give as much money to as possible that will never
  

 9   get that retiree benefit so that they can invest and have
  

10   some form of affordability when they do retire.
  

11               It's not -- We're not trying to pit one group
  

12   against the other.  That's not it at all.  But what we are
  

13   saying from a fairness respective is those retirees, and
  

14   unfortunately or fortunately, depending on how you look at
  

15   it, I'm going to be one of them, I was hired before January
  

16   1, 2012.  I am fortunate enough to be slated to receive
  

17   retirement benefits.  But there are folks in this room, my
  

18   own staff, that were hired afterwards that will today, unless
  

19   the law changes, will never receive that benefit.
  

20               And so when we have money and there's a ton of
  

21   money for everybody, we try to pay everybody.  And we did
  

22   that in March of last year.  The first thing we did was two
  

23   dollars per month per year of service to the retiree, and to
  

24   the Medicare retirees, took care of them.  We want to share
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 1   when there's enough money.  A rise in tide rises all ships.
  

 2               We're a little concerned now, but we told you we
  

 3   think we're going to be better later and we wanted to defer
  

 4   some of this HSA funding.  But if you obligate a million
  

 5   dollars of our budget and we go back in, we will let the
  

 6   budget office know that the board has decided to put in to
  

 7   our budget.  Number one, they have to approve it, which, of
  

 8   course, is like everything else.  Number two, that will go in
  

 9   to rates.  It will go directly as an administrative function
  

10   in to rates and then, therefore, however that gets put out
  

11   over Medicare -- excuse me -- pre-Medicare retirees and
  

12   employees, those rates will have to absorb that million
  

13   dollars.
  

14               Now, chances are, the employer contribution will
  

15   gain the lion's share of it so it's not as painful.  However,
  

16   it may not and they may say, well, if you're going to put
  

17   that in the budget, it goes all on the backs of the employees
  

18   and Medicare retirees.  I don't know.  We're not going to say
  

19   what the governor's office is going to do.
  

20               But, Tena, do you want to add something to that?
  

21   And then, Marlene, of course, we'll give you the opportunity.
  

22                  (The court reporter interrupts)
  

23               MS. GLOVER:  So Celestena Glover for the record.
  

24   I just wanted to add a little bit.  Just in the last I
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 1   believe two years we've used excess reserves to cover those
  

 2   administrative costs.  Prior to that and prior to Damon
  

 3   coming on, those amounts were included in the plan rates in
  

 4   the CDHP and HMO rates and your employees and pre-Medicare
  

 5   retirees were actually paying.  They were not being paid from
  

 6   employer contributions a hundred percent and they were not
  

 7   being paid by Medicare retirees.
  

 8               The Medicare retirees on the dental plan do pick
  

 9   up a little bit of it because there is an administrative load
  

10   in the dental premium.  But if you didn't sign up for dental,
  

11   essentially those Medicare retirees were not paying anything
  

12   in to the plan and then the rest of the group is picking it
  

13   up, until such time as we started using excess reserves.
  

14               So if we don't have the reserves to cover it and
  

15   Medicare doesn't pay their own, then that means everybody
  

16   else on the plan will have to pay that if we can't get the
  

17   employer contribution.  So just another piece to think about.
  

18               MS. LOCKARD:  Thank you, Mr. Chair.  Again,
  

19   Marlene Lockard.  I just want to point out that this chart
  

20   you've been looking at is for retirees.  It's not for
  

21   Medicare retirees.  So those numbers don't apply to what
  

22   we've been talking about.
  

23               And when Medicare retirees were kicked out of the
  

24   state system in 2011, they left a huge tail of contributions
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 1   with the state.  Plus, that action saved the state how many
  

 2   millions, Damon, by removing the Medicare retirees?
  

 3               MR. HAYCOCK:  In that single year, somewhere
  

 4   between ten and 13.  And then the budget never grew to absorb
  

 5   that, right.  So the budget was cut and it was an initial
  

 6   one-time savings.
  

 7               MR. LOCKARD:  No.  If it had not -- If we had not
  

 8   been removed, it would be an ongoing additional expense to
  

 9   the State of Nevada.
  

10               MR. HAYCOCK:  And I agree.  Damon Haycock for the
  

11   record.  And, Ms. Lockard, I don't want to get in to, you
  

12   know, a back and forth.  That's not appropriate for here.
  

13   But also if we didn't have a recession, we all would have
  

14   kept our longevity our longevity.  And if we didn't have
  

15   Tesla maybe the premium tax wouldn't be three and a half
  

16   percent for the homegrown offices.  There's a ton of what-ifs
  

17   that we could throw in there.  But eventually, eventually
  

18   we've got to say, I don't know, ten years later, 20 years
  

19   later, a hundred years later, we can't keep going back and
  

20   saying, you know back, in 19-such-and-such we had this and
  

21   we're owed that money.  Because the budgets have been
  

22   rebalanced every biennium by the legislature.  They're fully
  

23   aware of what was done.  And they have supported our budget
  

24   by approving it through the appropriations bill and therefore
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 1   it has reset that savings.  We can't keep saying, but it
  

 2   should be there still, because the money isn't coming back in
  

 3   from that population to create that savings.
  

 4               MS. LOCKARD:  My final comment.  This seems an
  

 5   appropriate time to let all of you know that RPEN's
  

 6   legislative priorities have been set and one of the
  

 7   priorities will be to have the 2011 decision reversed, and so
  

 8   that there is a not a continual different classification of
  

 9   state employees.  And so that they are back in the system.
  

10   We'll see how that flies with the legislature.  But just so
  

11   you know that we will be advocating that.  Thank you.
  

12               CHAIRMAN CATES:  Thank you.  Any other questions
  

13   or comments?  This is a big item with a lot of components.  I
  

14   was hoping we could get to one motion that might put forward
  

15   a position on all of these.  If anybody is willing to take a
  

16   stab at that, I would appreciate it.  If not, we can try to
  

17   take them one at a time.
  

18               MEMBER LAMBORN:  I'll take a stab at it.  Leah
  

19   Lamborn for the record.  I would like to make a motion to
  

20   approve all of PEBP's recommendations, items one, two, three,
  

21   five, six, seven, eight, nine.  I would like to table item
  

22   four for next meeting, the March, when we have an update.
  

23               CHAIRMAN CATES:  Okay.  So that was one through
  

24   nine except for four?
                 CAPITOL REPORTERS (775) 882-5322

240



 1               MEMBER LAMBORN:  Correct.
  

 2               CHAIRMAN CATES:  Okay.  We have a motion.  Is
  

 3   there a second on the motion?
  

 4               MEMBER FOX:  I'll second that motion.  Linda Fox.
  

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

 6   second to accept all staff recommendations except for item
  

 7   four.  Any discussion on the motion?  Seeing none, I'll call
  

 8   for a vote.  All of those in favor of the motion signify by
  

 9   saying aye.
  

10   (The vote was unanimously in favor of the motion, except for
  

11                          Member Shippey)
  

12               CHAIRMAN CATES:  Opposed?  Motion carries.
  

13               MEMBER SHIPPEY:  Nay.
  

14               CHAIRMAN CATES:  Oh, I'm sorry.  You're a nay?
  

15               MEMBER SHIPPEY:  I'm a nay.
  

16               CHAIRMAN CATES:  Okay.  Motion carries.
  

17               Okay.  We're now down to Item Number 12, public
  

18   comment.  Do we have public comment in Carson City?
  

19               MS. BOWEN:  My name and words for the record,
  

20   Peggy, P-e-g-g-y, Lear, L-e-a-r, space, Bowen, B-o-w-e-n.
  

21   Space between Peggy and Lear.
  

22               My public comments just changed dramatically.
  

23   There are bills being drafted or have been drafted and have
  

24   been submitted for the upcoming legislative session to
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 1   literally undo what was done in 2011.  There are bills that
  

 2   have been --
  

 3               (A recording interrupts the meeting)
  

 4               MR. HAYCOCK:  Keep going.
  

 5               UNIDENTIFIED SPEAKER:  I don't know why it's
  

 6   doing that.
  

 7               MS. BOWEN:  It likes the sound of my voice
  

 8   stopping.  This is not part of my time?
  

 9               CHAIRMAN CATES:  No, no.
  

10               MS. BOWEN:  Thank you.  I just wanted to
  

11   double-check.  As far as what you've been doing with the cost
  

12   of the retirees, you're not granting them anything.  Marlene
  

13   was quite correct in doing catch up and getting back
  

14   benefits.  When forced out and sold because the State of
  

15   Nevada -- And it's not been part of today's record how much
  

16   they made by selling the retirees that they forced out who
  

17   were on Medicare to be bought up by a Utah company across
  

18   state lines which was quite substantial where those funds
  

19   went.  The taking of people's monies in their programs and
  

20   making it so difficult that they couldn't get their monies
  

21   back out.  The process was to the point and they said if you
  

22   didn't do it within a certain amount of time you were messed
  

23   up.  You couldn't get your monies back.  And very few people
  

24   applied because they just don't even realize that they left a
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 1   package of money behind.  They just felt abandoned by this
  

 2   state.  And this state is better than that.
  

 3               This state needs to take back its program, its
  

 4   insurance program, and they need to get on board with that
  

 5   and they need to be the state they used to.  They didn't pay
  

 6   as well but they at least gave us good benefits for
  

 7   insurance.
  

 8               Your pharmaceutical program, you have this caveat
  

 9   of pre-approved in order to get a drug that is necessary such
  

10   as an EpiPen.  You've heard that story.  And people dying
  

11   because it hasn't been approved.  It's not just the EpiPen.
  

12   It's any one of those types of drugs in your pre-approvement
  

13   process or denial later for pre-approvement, denial for
  

14   paying doctor benefits if it's an ongoing process and it
  

15   takes more than a year to resolve what's going on and denial
  

16   because of lack of timeliness.
  

17               This insurance program has made itself so it's
  

18   self sufficient and bagging a lot of money for the state and
  

19   that's just the way it's been set up since it was designed in
  

20   2011 to make it so that's it not an insurance company for the
  

21   people anymore.  It's an insurance company for the state.
  

22   And benefits have been drastically reduced and you've heard
  

23   that.  And what they did in the dental program was
  

24   unconscionable.  When I had a benefit to go to the dentist
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 1   and I had a thousand dollar benefit that I didn't have a 75
  

 2   dollar that had to be paid and I had to meet all my
  

 3   deductibles, which is almost $4,000 worth of deductibles,
  

 4   before I could get things in place because they were
  

 5   co-dependent on each other.  And, Damon, I want to thank you
  

 6   for taking care of them not being co-dependent as much
  

 7   anymore.
  

 8               But you shouldn't have to pay $4,000 of total
  

 9   deductibles in premiums and whatever else is required before
  

10   you can utilize what's supposedly available to you as a
  

11   benefit.  The people are using emergency rooms because they
  

12   can't afford to go to their doctors anymore.  They can't
  

13   afford the specialist fees.  They can't afford having a
  

14   $4,000 deductible.  Not the ones that we hear about here.
  

15   But add them all together and you have to meet all of them
  

16   before you get to the one that you need to deal with in your
  

17   medical or your dental or your vision or whatever.  And maybe
  

18   I threw in one I shouldn't have.
  

19               But it's the time and it's a concussion and
  

20   post-traumatic stress and heat stroke that have occurred
  

21   since the last time since I've seen you.  And so if I feel --
  

22   if I come across as a little convoluted, I apologize.  But I
  

23   don't apologize for what on the surface looks like a good
  

24   deal.
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 1               And that Doctor on Demand thing, having to
  

 2   utilize a computer, you promised, promised to try and get the
  

 3   computer out of it so that people can at least get their
  

 4   benefits.
  

 5               Well, my last sentence, and I promise to make it
  

 6   a last sentence and I apologize again.  No, I don't.  My last
  

 7   sentence is you know if we're getting our physical.  That's
  

 8   one criteria.  You know if we're getting our visual exam.
  

 9   That's the second criteria.  You know if we've had our blood
  

10   work.  That's the third criteria.  And what was the fourth
  

11   one?  Dental, vision, and physical and blood work.  That was
  

12   the four.  And I think I heard you throw in a fifth one at
  

13   the end, but I'm not sure what exactly that was.
  

14               But my point is you are billed by our doctors and
  

15   our dentists and all of these people.  You know we're getting
  

16   those exams.  We shouldn't have to do a Doctor on Demand full
  

17   with computer and lose our benefits.
  

18               And I'll tell you what the unforeseen result is.
  

19   If you seem to think we're not doing our job and that maybe
  

20   we don't exist, then PERS has already made it a point that if
  

21   you don't think we exist and we haven't proven to you exists
  

22   by all of this other -- by being the Doctor on Demand using
  

23   the computer that they will stop sending our PERS check if we
  

24   can't prove they exist by what's going on.  They're taking it
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 1   from you in a report that was submitted by Mr. Haycock that
  

 2   included the Doctor on Demand requirement.  And Ms. Leah
  

 3   Lamborn said to accept Damon's report as presented and it
  

 4   was, which automatically kicked in the computer requirement
  

 5   for the little old lady in Pahrump or out in Timbuktu who
  

 6   doesn't get in her car, who doesn't drive to all of these,
  

 7   and the expenses that people are having to pay.  The nurse --
  

 8               CHAIRMAN CATES:  I've got to really ask you to
  

 9   finish up.  I gave you double time.
  

10               MS. BOWEN:  Thank you very much.  Ask us how much
  

11   we pay to use your insurance plan and just driving and just
  

12   getting to the doctors that are recognized by Renown?  And
  

13   that CVS pharmacy, that's incestuous.  Renown owns it all or
  

14   CVS owns it all.  Whatever.  And they're making it so it's
  

15   unusable.  That's why you're not having use.  Thank you.
  

16               CHAIRMAN CATES:  Thank you, Peggy.
  

17               Any other public comment?  Any public comment
  

18   down south?
  

19               UNIDENTIFIED SPEAKER:  No comment down here,
  

20   Mr. Chair.
  

21               CHAIRMAN CATES:  We have no public.  Okay.  We
  

22   closed Agenda Item Number 12.  Move to Agenda Item Number 13.
  

23   This meeting is adjourned.  Thank you everyone.
  

24                 (Hearing concluded at 3:13 p.m.)
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