Public Employees Benefits Board 

Meeting Minutes

February 24, 2004

DIS Board Room

1:30 p.m.

Members Present:




Members Absent:
Helen Carlstrom




Stephen Brown

Pete Cutler, Acting Chair



Greg Devereux

Eugene Lux





Gary Robinson

Yvonne Tate





Richard Rubin

Penny Palmer

Call to Order

Pete Cutler, Acting Chair, called the meeting to order at 1:32 p.m.  He then introduced Dr. Penny Palmer, new Board member who replaced Sally Fox.  Dr. Palmer resides in Spokane, is employed by Sacred Heart Medical Center and was appointed by the Governor on February 5, 2003.  

Dr. Palmer stated she was originally from Montana.  Her schooling and practice has taken her from Montana to Vanderbilt University, Emory University in Atlanta, Georgia to Seattle and then to Spokane.  Dr. Palmer practices internal medicine, emergency room medicine and is currently practicing psychiatry.  She was pleased to be appointed to the Board and to be representing Eastern Washington and Sacred Heart.

Mr. Cutler asked Board members to introduce themselves and the position on the Board, which they represent.  

The Chair reminded members of the public that meeting agendas, meeting minutes, and up-to-date notices on meeting changes can be accessed on the Health Care Authority web site at:  http://www.wa.gov/hca/pebb.board.htm.

Approval of November 25, 2003 PEBB Meeting Minutes

It was moved by Eugene Lux to adopt the draft minutes of the November 25, 2003 PEBB meeting as written and seconded by Helen Carlstrom.  The motion passed unanimously with no amendments.

Medicare Legislation Update

Karin Swenson-Moore, Mercer Human Resource Consulting, presented the Board with information regarding the new federal legislation which changes Medicare which was passed in December 2003.  She told the Board it is important to become knowledgeable about these changes now so future decisions can be made as how this impacts retiree coverage under the Public Employees Benefits Board (PEBB) program.  (See attached presentation - slides 1-15.)
· Medicate Reform Legislation

· Highlights of new legislation

· Medicare Prescription Drug Coverage

· Overview

· Part D Prescription Drug Benefit

· Standard Rx benefit has “doughnut hole” to meet cost goal

· Government pays about three-quarters of cost

· Subsidy for Retiree Health Plans

· Plan sponsors can maintain plan, receive subsidy

· Options for Plan Sponsors

· Prescription drug coverage for Medicare-eligible retirees

· Accounting and Financial Issues

· Steps to estimate financial impact

· Reflections….

· While quick action possibly needed for accounting … more time likely warranted for design details

· Other Medicare Related Provisions

· Medicare Advantage plan, discount card, structural change

· Options for Plan Sponsors

· Medicare Advantage Plan

· Health Savings Accounts – HSAs

· What are they

· HSAs

· Essential Linkage to High-Deductible Health Plan

· Spending the HAS Balance

· Annual Contributions

· Plan Sponsor Options

Medicare Legislation Update – (cont.)

Board member Eugene Lux asked that if someone used an additional type of coverage to pay for prescriptions during the ‘donut hole’ period, they would never reach the out-of-pocket limit and Medicare would not have to pay.  Ms. Swenson-Moore replied that is probably the way the COB would work.  There are many open questions at this point.  There may be amendments to this legislation in the future which could clarify some of these issues.  

Mr. Lux asked if the discount card, which is supposed to be available this June, is accepted by all the different health plans.  Ms. Swenson-Moore stated that you would apply for this card.  There are a number of carriers and pharmacy benefit managers that would be making these cards available.  It is not something that every carrier that has Medicare or every employer that provides Medicare coverage has to provide.  The cards are an interim step to provide some prescription assistance until the Medicare program starts in January 2006.  

Mr. Cutler stated that in terms of the PEBB benefit the HCA needs an analysis completed about options before the education process begins for possible benefit changes for 2006, which would be for the Board retreat this fall.  It is up to the State to determine if the provision for HSAs could be added at anytime if the State wanted to add this as a benefit.  Ms. Swenson-Moore indicated that if the State wanted to add the option of HSAs, it would probably require a statute change.  

Mercer Survey Presentation

Ms. Swenson-Moore stated she would be presenting the results of the Mercer’s annual National Survey of Employer-Sponsored Health Plans.  This survey was established in 1996.  It is the largest annual survey on the topic.  Nearly 3,000 employers participated in 2003 and the information presented is based on employers with 500+ employees.  (See attached presentation - slides 17-29.)
PEBB Open Enrollment

Ms. Katie Rogers, Deputy Program Manager, Public Employees Benefits Board, presented the Board with a slide which showed enrollment plan changes from December 2003 to January 2004.  There were three significant changes that occurred during open enrollment in October 2003.  Community Health Plan of Washington unfroze their enrollment for 2004; Premeria Foundation was not contracted with for 2004 and UMP Neighborhood was added.  (See attached presentation - slide 31.)  

Legislative and Budget Update

Mr. Richard Onizuka, Director of Health Care Policy, indicated that legislative bills which are being tracked by HCA needed to be passed out of the house of origin in order to go forward.  There are a few bills that are still active, which might affect PEBB.  One is HB 1828, which deals with mental health parity.  This bill is a phase-in of mental health benefits reaching full parity within six years.  The fiscal impact would be felt for HCA in 2009.  Two other bills, which relate to scope of practice, are on physical therapy (HB 1498) and naturopaths (HB 1862).   There are quite a number of bills, which deal with medical malpractice.  Mr. Onizuka stated is difficult to tell, at this point in the session, what might pass.  

Susanne Ames, Finance and Budget Manager, indicated that since the original budget passed at the beginning of the biennium, there is a projected $33 million dollar surplus.  The Governor’s supplemental budget proposal indicated using some of the surplus to reduce the charges to state agencies.  The Senate and House supplemental budget proposals show an increase and decrease in the funding rate when compared with the initial budget.  (See attached presentation - slide 30.)  

2005 Health Care Purchasing

Mr. Richard Onizuka, Director of Health Care Policy, indicated that the 2005 procurement process would be different this year due to collective bargaining.  HCA has been requested by both sides of bargaining table to move up the dates of procurement so proposed rates will be available earlier than in the past. Last year the Board voted on proposed changes on August 5th.  This year the vote would occur June 20th. (See attached presentation - slides 32-33.)   

One change that HCA is aware of is that Regence Blue Shield has informed the HCA that the license of Regence Care HMO plan will be terminated at the end of the year.  The plans have been asked to submit their bids to reflect rates, which have a $15, and $20 office visit copayment and a $100 emergency room and ambulance copayment.

Dental, Life & Long-Term Disability Procurement

Ms. Melodie Bankers, Director of Legal and Contract Services, stated that in 2003 there was a competitive for the dental plan vendors and the third party administrator (TPA) for the Uniform Dental Plan.  The HCA received three proposals for the TPA for the Uniform Dental Plan and two for the managed care.  The successful bidders were the same – Regence Blue Shield, Columbia Dental and Washington Dental Service.  In May, Mercer Human Resources Consulting will do a claims administration audit of Washington Dental Service.  The results will be available late summer and those results will be brought to the Board.

Ms. Katie Rogers, Deputy, PEBB program, stated that the life and long term disability procurement work continues but it was decided to delay the release date of the request for proposal (RFP) for a month to assess some system changes which have been encountered.  The future of HCA’s new information systems replacement project is evolving and uncertain.  HCA will be using this time to re-asses where things are and come to the Board in April with a more complete description of what is planned for the Life and LTD procurement.  

Mader Lawsuit

Melissa Burke-Cain, Assistant Attorney General, stated that there had been some movement in the lawsuit and was hopeful that it would be resolved soon.  The last time the Board had received a report on this litigation, the state had just lost an appeal in the Washington State Supreme Court.  The issue in the case is whether or not technical and community colleges were obligated to pay for medical coverage for part-time faculty members who worked during the year but not during the summer.  Coverage was provided if the person was a full-time, tenured faculty member and worked through the school year quarters, September through May, and did not work during the summer.  For part-time faculty members who worked on a quarter to quarter contract, many of which worked these types of contracts for many years, they received coverage when they were working but not when they didn’t – most did not work during the summer.  

Administrative appeals were brought on behalf of two faculty members – one from Community College Spokane who had worked 21 years and one from Seattle who had worked 14 years.  It was determined that the state had a Washington Administrative Code (WAC) which spoke directly to eligibility of part-time faculty members.  This matter went to Superior Court where the state lost, then to the Court of Appeals where the state won and then to the Supreme Court where there was a split decision.  The state was remanded back to Superior Court for a determination as to what would constitute a length of time someone would work as a part-time person that would be tantamount to making that person a career employee.  The Supreme Court stated that they couldn’t tell the state what that point was but 14 years was probably more than enough years.

Class action attorneys were brought in to determine how the state could resolve past claims and to go forward in the future.  There is a signed class action settlement agreement.  There are two conditions on the settlement – there has to be funding for the amount agreed to be paid to members.  The settlement amount is $11 million.  Since the state was in negotiations for settlement last summer, the state stipulated to offer coverage for a number of faculty which cost the state an additional $1.5 million.  The second condition of the settlement is that if there is funding, would be to go back to Superior Court with the agreement and get the judge’s agreement that this is a fair settlement.  

Highlights of the settlement are: 

· $11 million dollar payment

· Will cover period 1993 through 2003

· Will settle all past monetary claims

A copy of full text of the settlement document is available on line at www.bs-s.com.

The state has agreed to good faith rule-making to look at the question of need to amend eligibility definitions to align with the Supreme Court’s findings.  

Mr. Cutler asked if the Washington Administrative Code is amended, is this something the PEBB Board would be voting/acting on.

Ms. Melodie Bankers indicated that the provisions of the rule would be brought to the Board but HCA Acting Administrator would adopt the rule.  The intent is to bring a proposed emergency rule change to the April 20th Board meeting.  An emergency rule needs to be in place because benefits need to be available for the summer 2004 session.  After emergency rules are adopted, planning will begin for permanent rule change since emergency rules are only in effect for 120 days.  

Public Comment

Mr. Sam Kinville indicated he had two issues to bring before the Board.  The first is certificates of coverage (COC).  Mr. Kinville explained that in 2001 he didn’t receive a certificate of coverage so he came to the Board to find out why.  He appealed to Secure Horizons and HCA to ensure COCs are available to prior to the end of open enrollment.  In 2002 he received a COC for 2003 and thought the issue was settled.  During open enrollment in 2003, he had not received a COC for 2004 coverage.  Mr. Kinville attended the Board retreat held October 2003 and told the Board about his concern about not receiving a COC before the end of the open enrollment period.  He did receive his but a few of his acquaintances didn’t receive theirs until January 2004.  

Mr. Kinville pointed out that in open enrollment materials specific reference is made to ‘referring to the certificate of coverage’ to see what the plan for coverage will be.  He strongly felt that it is the HCA’s responsibility to ensure that the plans provide COCs during the open enrollment period.  There is no penalty to the plans if this isn’t provided and some years the plans do have them available, other times they aren’t available.

Ms. Bankers responded that usually the certificate of coverage is carefully reviewed by staff and normally goes to the printer just prior to open enrollment.  A plan representative attending the meeting stated that it is their goal to have COCs to current enrollees by the start of open enrollment.  He indicated that there are times when HCA is still reviewing the documents when open enrollment begins.  
Ms. Rogers indicated that the availability of the COCs varies by plan but it was her understanding that these documents are available at the benefit fairs which occur around the state during the open enrollment period.  Ms. Bankers stated that this year the procurement process is being moved up six weeks and she felt that for open enrollment this year, the additional time to work on COC language would theoretically mean that they could be available in early October.
Mr. Kinville stated that as a consumer, these obstacles need to be overcome.  If he needs to decide to change plans or stay with his current plan, he wants the certificate of coverage in order to make an informed decision.
Mr. Cutler stated that HCA does need to ensure that HCA does everything within its authority to ensure COCs are available during open enrollment.  While only a small number of members, percentage wise, may make a decision to change, it is the legal document to assist members in making their decision.  The documents should be readily available upon request and available on the internet for those who have that capability.
Mr. Lux stated that when he was on the Board for SEIB which was the precursor to HCA, it was mandated that COCs be included in the open enrollment packets which were mailed out.  Ms. Bankers indicated that now, due to cost cutting measures, a postcard is mailed informing enrollees that if they wished to receive a copy of the COC.  Board member Helen Carlstrom agreed that it is a reasonable request to have them available for those people who want them, especially new subscribers.
Mr. Cutler stated he agreed with the Board members who spoke to this issue and it will be HCA’s policy for the upcoming open enrollment period this fall.

Mr. Kinville reminded Mr. Cutler that he had sent a letter to Mr. Cutler requesting that the issue of having a plan member be a part of a plan’s formulary committee and that the meetings are open to plan enrollees.  He felt that most plans were secretive about how they develop their formularies.  Mr. Kinville respectively requests that the Board explore the possibility of having a public member on plan formulary committees.  He felt it could be accomplished by rule and/or regulation.  
Mr. Cutler stated that based on the research Ms. Bankers had done on this issue, was that HCA could not force the plans we contract with to add a public member to their formulary committees but that we could require it, perhaps as a condition of contracting with HCA.  One of the concerns with doing this there are many outstanding clinicians, pharmacists who are not willing to participate on a committee that is open to the public because of a strong economic presence of pharmaceutical manufacturing companies in this area.  Most feel they can do a better job focusing on doing an evidence based analysis of different drugs within a class if it can be done without a lot of oversight by individuals who have an economic vested interest in those decisions.  The goal of these decisions is to be based on science and medical efficacy.  
Mr. Cutler also felt that Mr. Kinville’s goal was a worthy one in trying to ensure these discussions and issues are discussed.  It is his understanding that the role of the Board does not have the authority to deal with individual contracting issues with the plans.  The Board has authority with the adoption of benefits and eligibility standards.  He felt this matter was outside eligibility or benefit issues.  Mr. Cutler stated that it was fine to bring this matter to the HCA; it is outside of the Board’s jurisdiction.  

Mr. Lux asked if a preferred drug list and formulary are synonymous.  Ms. Bankers responded that each health plan which contracts with HCA has its own formulary, therefore, its own preferred drug list.  The State of Washington has entered into a three way contract, Labor & Industries, Social and Health Services, and Health Care Authority, to develop a preferred drug list for their fee for service purchasing will use.  She believes the plans are monitoring this process but are not under any obligation to adopt the same preferred drug list.  The only formulary the Board has any role in developing is for fee for service plans.  
Mr. Kinville quoted a RCW which stated “The Board shall study all matters connected with the provision of health care coverage … for employees and their dependents the best basis possible with relation both to the welfare of the employees and to the state.”  If the state makes it a requirement and the plans indicate that they then cannot do business with the state, the language could then be removed from the contract.  Mr. Kinville strongly felt that requiring the plans to allow a public member on their formulary committee makes sense and would be a good thing.  He urged the Board to vote on a proposition to explore the idea.  
Mrs. Carlstrom asked Mr. Kinville what he felt a public member on a formulary board would bring to the process.  Mr. Kinville replied that it would bring openness.  A drug he takes is on the formulary for two different plans but the plan he is enrolled in, doesn’t have it on their formulary.  Either there is a difference in the expert’s opinions or there is a cost differential.  
Mr. Lux asked if when Uniform Medical Plan changed vendors, did the formularies change also.  Janet Peterson, Director, Uniform Medical Plan responded that two things happened this year which has caused some confusion with regard to UMP.  On January 1st there were 11 drug classes where the three agencies had completed a review and selected a preferred drug.  For those 11 classes, UMP preferred drug is the state preferred drug.  Because there are a number of drug classes which have not been reviewed yet, UMP needed to switch to Express Scripts national formulary.  
Mr. Lux stated there was also some confusion as to the co-pay amounts and supply amounts.  If under the old vendor, you co-pay was a certain amount for a 90-day supply.  With the new vendor, you received a 30-day supply with the same co-pay.  Who is responsible for the decision to change the supply amounts?  Ms. Peterson indicated there were some difficulties with the implementation of the new vendor the beginning of the year but changes implemented are done at the direction of the UMP as a part of the contract.  There were some issues with regard to specialty medications which have been changed back to the 90-day supply at mail order for those specialty drugs.  
Mr. Cutler expressed concern about having public members or enrollees on a formulary committee because the goal of these committees is to have people with professional, scientific and technical backgrounds to evaluate these drugs.  Since the goal is to get an evaluation of the science, it would make sense to have people with the appropriate background.  However, Mr. Cutler stated he would explore the question of having plan member on a formulary committee with the plans as part of HCA’s discussions for 2005.  
With no other public comment, the meeting was adjourned at 3:40 p.m.
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