Public Employees Benefits Board 

Meeting Minutes

September 21, 2004

Health Care Authority
676 Woodland Sq. Loop SE
Lacey, WA
Conference Room E101 A & B
Members Present:


Members via phone

Members Absent:
Pete Cutler, Acting Chair 

Stephen Brown

Helen Carlstrom
Greg Devereux


Penny Palmer

Eugene Lux



Gary Robinson






Richard Rubin

Yvonne Tate
Call to Order

Pete Cutler, Acting Chair, called the meeting to order at 1:30 p.m.

Mr. Cutler asked Board members to introduce themselves and the position on the Board which they represent.
Board member Stephen Brown announced that his appointment to the Board expired October 1, 2004 and he would not be seeking to be re-appointed.  This meeting would be his last one.
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 June 22, 2004 PEBB Meeting Minutes

Mr. Cutler asked if there were any corrections/changes to the June 22, 2004 minutes.
It was moved, seconded and carried to approve the June 22, 2004 PEBB Board meeting minutes as submitted.
Approval of July 27, 2004 PEBB Meeting Minutes

Mr. Cutler asked if there were any corrections/changes to the July 27, 2004 minutes.  Board member Gary Robinson indicated that on page 3, under the heading of PEBB Fund Briefing, the minutes showed a comment made by Greg Devereux.  Mr. Robinson stated that he had made the comment not Mr. Devereux and would like the minutes to reflect this.
It was moved, seconded and carried to approve the July 27, 2004 PEBB Board meeting minutes as corrected.
PEBB Life Insurance Briefing
Katie Rogers, Program manager, introduced Ralph Trieselmann of Mercer Human Resources who would be assisting in the presentation.  Ms. Rogers gave the Board background information on why Health Care Authority was proposing that the Board take action on the life insurance benefit for active employees and the life insurance rate for retiree coverage.  This issue began with a lawsuit, Burbage et. al. vs. State of Washington.  A settlement agreement was reached on August 20, 1999, the terms of which are outlined in the attached handout.  The terms of the settlement agreement are set to expire on January 1, 2005.  
Mr. Trieselmann indicated that the challenge was to keep the same level of benefits while keeping within the funding requirements and costs.  ING, life insurance carrier, has an employer reserve of approximately $3.5 million.  PEBB has a reserve of approximately $20 million which is unallocated.  In order to maintain the current benefit level for actives and retirees at the levels listed in the attachment, an additional $4.7 million would be needed for the actives’ benefit and $300,000 for the retirees’ benefit, for a total of approximately $5 million.  It was determined to use $3.5 million of the ING reserve and $1.5 million of the PEBB reserve.  These figures are only estimates - actual numbers will depend upon actual number of active employees and retirees during the year.
Board Consideration and Vote on Employee Basic Life Insurance Coverage

It was moved, seconded and carried that the Public Employees Benefits Board approve the proposed active employee basic life insurance coverage at a benefit level of $25,000.
Board Consideration and Vote on Retiree Life Insurance

It was moved, seconded and carried that the Public Employees Benefits Board approve the proposed retiree life insurance coverage at the benefit levels of $3,000 for retirees under age 65;$2,100 for retirees ages 65 to 69; and $1,800 for retirees age 70 and over, at a rate of $2.19 per month.
Board member Greg Devereux expressed his appreciation to the Health Care Authority for their support of keeping the life insurance funding level at $25,000 for active employees.  He hoped that in the future the PEBB would look at increasing the dollar amount to a higher level.  
Public Comment

Mr. Sam Kinville, retiree, asked if the Board sets the benefit and premium for the life insurance coverage.  Chair, Pete Cutler stated that it is part of the statutory authority to set the benefits level.
Mr. Kinville indicated it was his understanding that there were three different accounts to fund the life insurance coverage.  He questioned who decided that there needed to be three accounts.  Ms. Rogers responded the way the lines of business are split determined the need for the number of accounts.  It is in the HCA’s contractual agreement with the vendor.  In the same way the Medicare and non-Medicare experience pools are separate, the life insurance pools for basic active employee, optional active employee and retiree coverages are also separate.
Mr. Kinville expressed concern with the way the state has separate experience pools for the active employees and retirees.  He cited a lawsuit which was brought against the state when health care premiums were calculated incorrectly and wondered if the state were incorrectly calculating the retiree life insurance premiums based on having three separate accounts for funding life insurance.  He also asked if the Board had surveyed retirees to see if they would be interested in paying a higher premium for a higher life insurance amount.  Mr. Trieselmann stated depending upon the level of insurance and how it would be introduced to current retirees; it might be possible for the vendor to do so.  Dusty Kaenig, ING, stated that normally, the state benefit would not be the only life insurance policy a retiree might have.
Mr. Cutler suggested that Mr. Kinville talk to Katie Rogers after the meeting to discuss his suggestions.
Mr. Rick Henshaw, PacifiCare of Washington, asked if information for retiree contributions and the final rates Medicare supplemental insurance were available yet.  Susanne Ames, Budget Manager indicated the information was ready and would be posted on the agency web site by the end of the day.

Mr. John Kvamme, consultant with School Principals and School Administrators (both active and retiree) felt that the life insurance benefits for those under age 65 should be higher.  A number of people are retiring at age 55 and might need a higher amount.
Mr. Kvamme asked if there was a way to receive a copy of the draft minutes prior to the Board approving them.  Mr. Cutler indicated that he would take it under advisement and see if it is possible to release draft minutes.
Mr. Kvamme also asked what the timeline is for obtaining what the retiree rates would be.  Ms. Ames responded that the retiree rates would be distributed immediately following the meeting.  

Board member Greg Devereux stated that he would like to thank HCA staff for all of their assistance during the collective bargaining process.  Mr. Devereux felt negotiations were successful due to HCA’s assistance.  Chair Pete Cutler thanked Mr. Devereux for his comments and indicated it was Ms. Ames and Kim Grindrod with assistance from Mercer Human Resources who did all the work and supported the process.

Adjourn

The meeting was adjourned at 2:15 p.m.
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	November 23, 2004

	Pete Cutler, Acting Chair
	
	Date


PEBB Life Insurance Briefing
Terms of Burbage, et al. v. State of Washington, et al. Settlement Agreement, August 20, 1999
Increased active employee basic life benefit of $5,000 at no cost to the employees, as follows:


· CY 2000 & 2001 = $10,000

· CY 2002 
    = $15,000

· CY 2003 & 2004 = $25,000

Increase optional retiree life benefit at no cost the retiree for calendar years 2000 - 2004, as follows:

· Under age 65, increase from $2,500 to $3,000

· Ages 65 to 69, increase from $1,750 to $2,100

· Over age 70, increase from $1,500 to $1,800

· 1999 optional retiree premium = $2.19 held stable through 2004
Proposed Board Action
· $25,000 active employee basic coverage

· Retiree life benefit levels as follows at a $2.19/month retiree life premium 

· Under age 65 = $3,000

· Ages 65 to 69 = $2,100

· Over age 70 = $1,800
PEBB Life Insurance Briefing
Funding Plan - Legislative funding rate for CY 05 was for a $5,000 active life benefit level.

Impact of $25,000 basic active benefit and retiree benefits at the $2.19 retiree premium

	
	

	ING active life insurance employer reserve 
	$3.5 M

	PEBB projected ending unreserved 2003-05 balance
	$20.0 M

	
	

	CY 2005*  
	

	Additional funding needed
	

	Retain basic active benefit at $25,000
	$4.7 M

	Retain retiree benefit level at rate of $2.19 per month 
	$0.3 M

	Total 
	$5.0 M

	
	

	Source of funds
	

	ING active life insurance employer reserve
	($3.5 M)

	PEBB unreserved balance
	($1.5 M)

	Total 
	($5.0 M)


*Assumes PEBB adopts proposed actions from page 1
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