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rai sed under this itemunless the matter is

i ncluded on a future agenda as an item on which
action may be taken. Persons making public
comments to the Board will be taken under

advi senment but will not be answered during the
neeting. Conments may be limted to three

m nut es per person at the discretion of the
chairperson. Additional three m nute conment
periods may be allowed on individual agenda

itens at the discretion of the chairperson.

These additional coment periods shall be limted
to cormments relevant to the agenda item under
consideration by the Board. Persons making
public comment need to state and spell their name
for the record at the beginning of their testinony. 6
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agenda itens. (Brandee Moneyhan, Deputy Attorney
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Consent Agenda (Deonne Contine, Board Chair)
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on in one notion unless an itemis renoved to be

consi dered separately by the Board. 21

4.1 Approval of Action Mnutes fromthe July 25,
2019 PEBP Board Meeti ng.

4.2 Receipt of PEBP Chief Financial Oficer annual
reports for year ending June 30, 2019;

4.2.1 Budget Report
4.2.2 Utilization Report
4.3 Receipt of annual vendor reports for tinefrane

July 1, 2018 - June 30, 2019;
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THURSDAY, SEPTEMBER 26, 2019, CARSON CI TY, NEVADA
- 000-

CHAl RWOVAN CONTINE: It looks like it's
9:00 o'clock. So we'll go ahead and get started. This is
the tinme and place for the neeting of the Public Enployees'
Benefits Program It is Septenber 26th, 9:00 a.m W are at
the Legislative Building at 401 South Carson Street in Room
1214 with vi deoconferencing to the Gant Sawyer office
bui I di ng at 55 East Washi ngton, Room 4412, and we're al so
streamng fromthe PEBP website.

"Il go ahead and open the neeting with a role
cal I.

MS. LANDRY: Deonne Contine?

CHAI RAOVAN CONTI NE:  Here.

MS. LANDRY: Linda Fox?

MEMBER FOX: Here.

M5. LANDRY: Leah Lanborn?

MEMBER LAMBORN: Here.

M5. LANDRY: Jet Mtchell?

MEMBER M TCHELL: Here.

M5. LANDRY: John Packhanf

MEMBER PACKHAM  Here.

MS. LANDRY: Tom Verducci ?

MEMBER VERDUCCI :  Here.
CAPI TOL REPORTERS (775)882-5322




© 00 N oo o B~ w N PP

NN N NN R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

M5. LANDRY: And nenbers Christine Zach, Mandy
Hagl er and Don Bail ey are excused.

CHAl RWOVAN CONTI NE:  Ckay. It |ooks |ike we have
a quorum

Item Nunber Two, public comment. |[|s there any
public comment in Southern Nevada? No.

MR, UNGER:  Yes.

CHAl RWOVAN CONTINE:  Oh, yes. Go ahead.

MR. UNGER: Yeah, are we on? Can we see each

ot her?
CHAI RAWOVAN CONTI NE:  Yes. Go ahead, M. Unger.
MR. UNGER: Yes, Dougl as Unger, enployee

benefit -- U n-g-e-r. Enployee benefits representative UNLV

Faculty Senate and i mmedi ate past chair.

Good norning. And as ever, thank you for all of
the work you do to help sustain the quality of |ife of Nevada
state enployees. W are all in this together doing our best
to provide optimum health plans wi thin avail able resources,
and we're grateful for your service.

Regar di ng Board Agenda |Item Nunber 11, we have
asked two very nodest but neaningful inmprovenents, a 300
dol lar increase to our dental benefits. Wth that over the
past eight years have lost 20 to 25 percent of coverage val ue

for basic care such that state enpl oyees are regularly
CAPI TOL REPORTERS (775)882-5322
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putting off dental procedures at potential risk to their
heal t h.

W' ve al so requested a nodest | owering of
out - of - pocket deducti bl es by $100 for single enpl oyees and
$200 for fanmlies to provide at |east token relief to the
estimated 50 percent of PEBP nenbers who incur the
deducti bles yearly in a work environnment which state
enpl oyees' salaries are continuing to | ose purchasi ng power
when adjusted for inflation, healthcare costs continue an
i ncreasi ng burden, as well as an alarm ng disincentive for
the retention of faculty and staff.

W estimate the cost of dental plan inprovenent
to be $757,000 and the nodest |owering of the deductibles
whi ch woul d al so bring the CDHP plan precisely in line with
announced 2020 federal guidelines would cost a very roughly
estimated 1.1 mllion dollars. W believe both are
reasonabl e prudent requests. Still, we understand the
executive director will not recommend either today based on
estimates for excess reserves far |ower than expected.

As a representative who has foll owed actuari al
projections and audits of PEBP for the past seven years, |
must express no little skepticism about the figures being
reported today. Historically projected excess reserves have

been underestimated by mllions every year and for financial
CAPI TOL REPORTERS (775)882-5322
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year 2019 by sone 16, 000, 000. W place no faith whatsoever
in the accuracy of the estimated 3.2 mllion in excess
reserves for financial year 2020, and we believe the

i ncreased | BNR and catastrophic reserve increases are in
excess of what they need to be.

Past history is often prophecy. W believe
that's the case with the current reserve projections. So
even though today's Board deci sion may be not to approve, we
ask that you | eave the door open for a reconsideration of
t hese nodest inprovenents by tabling themfor now but only
for now and revisiting our requests should next quarter's
figures prove like last year's and the year before when
excess reserves accunul ated by many mllions nore than
esti mat ed.

If the Board can | eave open the possibility of
such a reconsideration, we pledge to work together to
advocate before the interimfinance conmttee in a united
strategy to avoid any negative reception of PEBP and its
capabl e staff by our legislative | eaders shoul d excess
reserves accumul ate in anmounts that m ght draw negative
scrutiny.

In sum we propose |eaving these plan
i mprovements avail abl e as backup possibilities with priority

for the dental benefit and informng the IFC of this
CAPI TOL REPORTERS (775) 882-5322
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conti ngency.

Regar di ng Agenda Nunber Item Five, the Unum
i ssue, we recogni ze option nunber two rather than option
nunber three or to extend the payroll deduction capability
four nore years to allow enrolled nmenbers and the conpany in
nore seamnml ess and free transition

We al so agree wth the Nevada Faculty Alliance
that it mght be a very good idea to retain an outside
consultant to review Aon and PEBP and the way they have been
estimating costs and reserves to make sure our plan is
conform ng the best practices.

W note | ast spring' s disagreenents of PEBP
estimates with those presented by the Governor's finance
office as further reason for an outside consultancy which
could provide PEBP with additional authority before the
| egi sl ature should any sim |l ar disagreenent happen in the
future. Thank you very nuch.

CHAl RWOMAN CONTI NE:  Thank you, M. Unger.

I's there anybody el se in Las Vegas? Gkay. |Is
t here anybody in Carson City for public comment?

MR. ERVIN. Good norning. M nane is Kent Ervin,
E-r-v-i-n, representing the Nevada Faculty Alliance, the
i ndependent association of Faculty, all eight institutions.

Thank you for your hard work and your
CAPI TOL REPORTERS (775)882-5322
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consideration of what is in the best interest for the Public
Enpl oyees' Benefits Programand its nenbers. 1'Il have to
| eave to go to teach

So we have sone conment today on several of
today's agenda itens for your consideration. On Agenda Item
Five, Unum vyou know, sonme enployees and for full disclosure,
i ncludi ng nysel f, who bought into Unum | ong-term care
i nsurance years ago based on good group rates at younger
starting ages. | was younger then. Qur -- we're hanging on
despite the increases of prem uns because of the long-term
care policy.

Havi ng payrol |l deductions makes it easy to keep
up with nmonthly paynents. W fear that pushing the
pol i cyhol ders to private direct paynments will increase the
i1 kelihood that they will inadvertently |ose coverage because
of changes in bank accounts or credit cards. W know that's
the situation for retirees, but working people are busy and
t hi ngs happen.

Si nce payroll deductions are al ready being done
by the payroll centers, there's no increase in admnistrative
burden to continue to grandfather those prem um paynents. So
t hose shoul d continue regardl ess of the decision on extension
of the group contract for new enroll ees.

On Agenda |tem Nunmber 11, plan design, we echo
CAPI TOL REPORTERS (775) 882-5322

10




© 00 N oo o B~ w N PP

NN N NN R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

everything that Unger had to say about that. W respectfully
request inclusion of the proposals that |'ve submtted in
witing for cost analyses in the Novenber neeting. So that
potential cost saving neasures can be offset with nore
broadly applicable benefits if funds turn out to be
avail abl e, and so that enployee groups |ike NFA have the data
needed to advocate with the |egislature on these issues.

So those include increasing the dental maxinmm
and decrease of the HDHP deducti bl e as recommended by the
UNLV group and faculty sense.

And also in addition of no cost preventive
services fromthe recently expanded IRS |ist for chronic
conditions, lowering the HDH -- oh, and a free preventive
coverage for an annual benefit examto make that a unifornmed
benefit across all of the PEBP plans, and finally | owering
t he HDHP out - of - pocket maxi muns as we requested previously,
so especially the two that Dr. Unger tal ked about.

So why this whole |ist because that's what our
menbers tell us they want for one thing and what we need to
attract and retain the high quality faculty that help wth
our mssion to help students succeed.

Wth that said, we have nmade the recomendati ons
for cost anal yses nodest and affordable based on the

continued revenue exceedi ng expenses according to the
CAPI TOL REPORTERS (775) 882-5322
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financial, quarterly financial reports we've been seeing and
until today's projections in Agenda Item 11 regardi ng changes
to the mandatory report for the reserves.

Regarding the dental maximum | retired in 1990
and this was the booklet | got. | had to nove offices so
cl eaned up and found this. The dental maxinumat that tinme
was $1,500 with a lifetime deductible of $100. So it's
still -- it went up. Then it cane back down. It's currently
1,500, the sane it was al nost 30 years ago. |Instead of --
apparently, it wasn't ny lifetinme for the lifetinme deductible
because now it's an annual deducti bl e.

The other deductible is also quite |ow here for a
conpletely different plan design, but dental costs have gone
up about a factor of three since then. Are we're still doing
a 1,500 dollar deductible? Folks needing a crowmn to avoid
needi ng a root canal are delaying those procedures, either
not doing themor delaying themto another plan year because
of the cost. They still have to pay 50 percent which was the
sane in 1990. But, you know, we just need to keep up with
dental inflation over the |ast 30 years, and so the nobdest
proposal s that have been presented would just start raising
the -- those maxi muns to hel p people out, and we know t hat
dental health is critical for overall health.

Finally, also in nmy submtted comments, | created
CAPI TOL REPORTERS (775)882-5322
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a table because | was having troubl e deciphering all of the
data in the -- in the -- the projections versus the closing
year actuals. So |'ve submtted that. Hopefully Board
menbers either have or will get a copy of that.

So the attached table shows a conparison. |
proj ected 2019 reserves froma year ago at this tinme. This
nmeani ng a year ago versus actual closing at the end of the
fiscal year and projected reserves in Agenda Item 11.

Al t hough a 14, 000, 000 dol | ar spend down was |isted a year ago
with projected ending reserves of 5.5, instead of being spent
down, the actual ending cash bal ance increased by 7,000, 000
wi th new endi ng excess reserves at the close of the year of
22, 000, 000.

The reason these reserves go away in the
projections for the current fiscal year is that the actual --
actuarial mandatory excess reserves are increasing by 9.5
mllion which is 7,000,000 increase for the IBNR That's a
13.5 percent increase. It will be interesting to hear Aon
why they are going up so nuch all in one year and 2.5 mllion
for the catastrophic reserve. Plus the 9.6 mllion that's
being paid out in the HSA suppl enental contributions.

So that | eaves a projected endi ng bal ance for
this fiscal year of only 3.3 million and then the reserve

goes for the next year with the projected HSA contribution
CAPI TOL REPORTERS (775) 882-5322
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goes down to 240 or so thousand which is essentially zero.

However, the fact that these projections have
been wi |l d underestimates al nost every year in the HDHP pl an,
a certain degree of skepticismis warranted as Dr. Unger
said. It's curious how these seemto fluctuate at this tine
of year, low, |ow available funds versus at the end of every
fiscal year

So to understand this, we would like to have a
breakdown of the mandatory reserves for the HDHP plan and the
EPO pl an since the EPO was just inplenented |ast year. W
believe it's inportant for you as Board nmenbers to know where
t he excess reserves are going to and comng from between the
two plans for fairness and to avoid a cross subsidization.

Secondly, we strongly recomend that the
assunptions and met hods used by the PEBP Board and its
actuary Aon be reviewed in conparison with best practices by
an i ndependent actuarial consultant.

The likely outconme of a reviewis that they wll
say PEBP is extraordinarily well funded as far as its annual
reserve levels. So that's good news to have. Then either
they will say, great. Stay the course or they m ght say
there's a systematic underfunding or over-funding issue here,
and here are the best practices in the industry of what could

be done about that to avoid these fluctuations and these
CAPI TOL REPORTERS (775) 882-5322
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continui ng evol vi ng excess reserves or generated excess
reserves that are going to be a target in the next
| egi sl ative session.

So | believe this is sinple due diligence that
the Board ought to carry out, and | don't know the cost, but
| think spending a few tens of thousands of dollars on such a
review i s noney well spent.

Thank you for this opportunity to provide input
for the inprovenent of the program

CHAI RAWOVAN CONTI NE:  Thank you.

Go ahead whenever you're ready, M. Lockard.

M5. LOCKARD: Thank you, Madam Chair, and nenbers
of the commttee. M nane is Marlene Lockard, and I'm
representing the Retired Public Enpl oyees O Nevada.

| would Iike to associate nyself with the
comments made by Dr. Unger and Dr. Ervin. W too would |ike
to add an enphasis on the actuarial review. W have now had
al nost nine years of the excess reserves from 2011, yeabh,
nine years. And the fluctuations, we've testified numerous
times at nunmerous commttee hearings, and we think there
needs to be a true up of what actually is being expended in
benefits versus the income frompremuns. So we -- we echo
t hat call

The Retired Public Enpl oyees recently net in Las
CAPI TOL REPORTERS (775) 882-5322
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Vegas | ast weekend. W want to thank Executive Director
Danmon Haycock for com ng and presenting to our convention,

but it was quite clear at the convention that we would really
ask that this body review the life insurance coverage for our
retirees, as well as the dental and the vision benefits. W
do not feel that those have been restored to the pre 2011
stages and are inadequate in today's with cost of |iving

i ncreases over that period of tine.

So with that, | thank you in allowing ne to
speak. Thanks. Bye-bye.

CHAI RAWOVAN CONTI NE:  Thank you.

M5. MALONE: Good norning to the Board.

Priscilla Malone with the AFSCME retiree chapter.

As usual, |'m piggy-backing on the excellent work
of Dr. Ervin and Ms. Lockard. | did speak to ny president of
nmy board as in regards specifically on the itemagenda in the
agenda on the Unum contract. And the problemfor us right
now i s we have no way quickly of ascertaining how nmuch of our
menbership is effected by that, but as always, Dr. Ervin does
an excellent job of covering all possible concerns about how
that specific itemon the agenda is handl ed, and so we woul d
just -- | ask ny board perm ssion to just give a resoundi ng
nme too to everything that's been said by both the RPEN

representative and the Nevada Faculty Alliance
CAPI TOL REPORTERS (775)882-5322
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representative, so thank you
CHAI RWOVAN CONTI NE:  Thank you.
I's there any other public conment? Go ahead
am
M5. PECORINO  Good norni ng.
CHAI RAWOVAN CONTI NE:  You have to push the button.
M5. PECORINO Good norning. This is Nikk
Pecorino. That's N-i-k-k-i P-e-c-0-r-i-n-o with Unum
| ong-termcare out of the Reno field office for Unum

And | would like to address the [ast comment nade
in regards to access on how many retiree nenbers are in the
pool of around 804 for our existing policies. The mgration
to what we call the individual direct paid division 999 is a
very hard nunber to extract out of the Unum systemonly
because the national pool of direct pay includes many states
and novenent of addresses and so forth, but I can now with
t he request, thank you very nmuch, try to exceed that.

There is a division in the billed section of the
policy | anguage called division 11 for PERS retirees. And
PERS retirees may if they have a deduction nove that
| ong-term care deduction in there. W don't know t he nunber
of lives, but currently it holds about $8,500 a nonth in
premuns. So it's an option for those retirees either to go

into direct bill.
CAPI TOL REPORTERS (775) 882-5322
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The one area that's even a little harder to
qualify, and this is comng fromthe NSHE side is the fact
that nost of the NSCHE eligible are not utilizing PERS
because they are not eligible for PERS. So they are probably
| anding nostly into direct pay. |In 2013 direct pay was
around 193 direct pay billed into the pool of Unum
Currently there's about 470.

So when we do see the migration into retirenent
t hat even though the policy nunber has renmai ned severely
static during these rate increases in the |ast part of this
contract, we -- we do see the mgration over into direct pay.

And if | may nake a final comment and | wasn't
sure | would be up here this norning to do so, but | really
want to thank PEBP executives not only for their patience and
their very educated coments and inquiries regarding the
contract. It's -- when the contract was renewed siXx years
ago it was with the benefits commttee here with PEBP. It
was al so trying to ook into that crystal ball of benefits
which we all knowis a very challenging area to | ook at. And
the estimation of what was going to occur in the marketpl ace
in the last six years has certainly been surprising,
especially for Unum one of the larger underwiters of the
| ong-term i nsurance.

As the original procurenent team back in 2001
CAPI TOL REPORTERS (775) 882-5322
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seei ng these generational products devel op to neet consuner
need, the landing into group voluntary in the public sector
was a very strong icon for Uhum The ability for themto
retain new enroll ees, they are one of the very few conpanies
in the nation when these closed contracts happened in 2015
and the marketplace changed to -- to retain new enrollees is
very inportant. It sustains the contract actuarially, neets
consuner access needs.

And as we see the growing need for long-termcare
comng, as |I'munfortunately kind of an age appropriate
person to be talking |long-termcare, not only as a person who
gives care to famly nenbers but comng into where ny famly
is going, nmom are you going to need long-termcare. This is
a sustai nabl e product through public sector, and we hope that
retains not only the ability for new enroll ees but also for
payroll, and we will certainly adhere to whatever the Board
decides in regards to this policy.

And it does have a lifetinme policy for those
people who are in a direct bill environnment and have the
opportunity to convert into that direct bill environnment
dependi ng on your decision here today.

And the final comment is nmade and |i ke how nmuch
coverage does this policy actually provide. It wasn't really

a fact that 1've been thinking about very nmuch until the I ast
CAPI TOL REPORTERS (775) 882-5322
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few days and weeks. So out of the 804 insureds, if we take
t he average because this is a nunber that we couldn't really
extract out of the system either because sonme policies have
increased inflation benefits and so forth. But if we take

t he average purchase of a 3,000 dollar benefit for three
years, that lifetime maximumis $108,000 with private dollars
for long-termcare tinmes the 804 policies. |If we averaged
out without any kind of inflationary protection growth is
over $86, 000,000 of private funded personal |ong-termcare
dollars comng into this state to neet the need of our

grow ng seniors. So thank you very nuch

CHAI RAWOVAN CONTI NE:  Thank you. |s there any
ot her public comment in Carson City?

Ckay. Then we'll go on to Agenda Item Nunber
Three, PEBP Board disclosure for applicable Board neeting
agenda itens. For PEBP is Brandee Moneyhan fromthe
Attorney Ceneral's office.

M5. MOONEYHAN:  Thank you, Madam Chair. As
counsel for the Board and pursuant to Nevada ethics law, |I'm
maki ng this disclosure on behalf of the Board nenbers who are
eligible for PEBP benefits. All current Board nenbers except
Ms. Zach and M. Verducci are eligible for the Public
Enpl oyees' Benefits Program which neans that they, their

spouses and/or their dependents may receive health, dental,
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life insurance and ot her benefits through PEBP

On today's agenda, Agenda Item Five rel ates
directly to benefits available to PEBP nenbers. As it
concerns the status of the voluntary |ong-term services
contract with the vendor. And, of course, several itens
really indirectly to benefits available to PEBP nenbers.

Wien PEBP nenbers, Board nenbers vote on matters
affecting benefits for thenselves, their spouses and/or their
dependents that may trigger disclosure requirenments under NRS
281A. 420. Pursuant to the law |l'moffering this as a genera
di scl osure on behal f of the Board nenmbers who are PEBP
partici pants.

| would also like to note that Board nenbers who
are PEBP participants can still vote on matters directly
affecting their benefits as long the benefit or detrinent to
themis not greater than that for simlarly situated Board
menber s.

Thank you, Madam Chair, for allow ng me to nmake
this disclosure and | invite any nenber who has anything to
add inthis regard to do so now.

CHAI RAWOVAN CONTI NE:  Thank you.

I's there anybody that has anything to add?

Ckay. We'll nove onto Agenda |tem Nunber Four,

t he consent agenda. The consent itenms will be considered
CAPI TOL REPORTERS (775)882-5322
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together and acted on in one notion unless an itemis renoved
to be considered separately by the Board.

Does any Board nenber have a consent agenda item
they would like to have considered separately? M. Verducci?

MEMBER VERDUCCI : Yes, Tom Verducci for the
record. 4.2.1.

CHAI RAWOVAN CONTI NE:  Ckay. |s there anybody
el se?

Ckay. Can | have a notion to approve the consent
agenda except for Item4. 2. 1.

MEMBER PACKHAM  So noved.

CHAI RAWOVAN CONTI NE:  Ckay. | have a notion from
M. Packham |s there a second?

MEMBER LAMBORN: | second the notion.

CHAI RAWOVAN CONTI NE:  Ckay. There's a notion and
a second. All those in favor plea signify by saying aye.
Any opposed?

(The vote was unaninmously in favor of the

notion.)

CHAI RAWOVAN CONTI NE:  Ckay. The notion carries
six to zero. And then we'll consider 4.2.1, the budget
report.

Go ahead, M. Verducci.

MEMBER VERDUCCI : Yes, Tom Verducci .
CAPI TOL REPORTERS (775) 882-5322
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In terns of the budget, the projected incone
under all other we're showing a budget of 1.8 mllion. W're
showi ng the actual at 12.2 mllion. So that's a difference
of $11, 000, 000 of 584 percent, and it's under a colum titled
other. So | think I just would i ke to have a little nore
understanding of if that's fromrebates and if that's
sust ai nabl e year after -- year over year.

M5. EATON: Cari Eaton for the record. Thank
you, M. Verducci

That all other revenue category consists of
treasurer's interest which is based off of funds that are in
our -- nostly in our required reserve accounts, also
prescription rebates and Medi care Part D subsidies, so all of
t hat revenue adds up to those.

And our treasurer's interest and prescription
rebates were nmuch | arger than when we built the budget two

years ago. So noving forward, if they remain increased then

our future budgets will -- will have larger starting points.
Because that's -- the 1.8 was what we budgeted two years ago.
So we couldn't see that we would be -- have that increased

revenue at that point.
CHAI RWOVAN CONTI NE:  So, Cari, when you say the
reserve, you're tal king about just the general reserve that

all budget accounts. So we're not talking about any of our
CAPI TOL REPORTERS (775)882-5322
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other reserves. W're just tal king about the regul ar budget
reserve?

M5. EATON: It's actually all of the funds that
are just kept in our account during the year we gain interest
on, and because of our required reserves being so | arge at
this point we are getting nore interest on those.

CHAI RAOVAN CONTI NE:  Ckay. Al right. Are there
any ot her questions?

MEMBER PACKHAM  Yeah. John Packham for the
record.

So what proportion of that $11, 000,000 is
interest and what proportion is rebates, a ballpark. I'm
just curious.

M5. EATON: Right. | believe we ended fisca
year '19 with just over $9, 000,000 in prescription rebates
and just over $2,000,000 in treasurer's interest.

MEMBER PACKHAM  Thank you.

CHAI RWOVAN CONTI NE:  Are there any other
guestions? Any questions in Southern Nevada?

M5. SPI NELLI: None.

CHAI RWOVAN CONTI NE:  Ckay. Are you good,

M. Verducci?
MEMBER VERDUCCI: Yes, | sure am Thank you.

CHAI RWOMAN CONTI NE:  Ckay. So is there a notion
CAPI TOL REPORTERS (775) 882-5322
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to approve the budget report Item4.2.1?

MEMBER VERDUCCI: | will make that notion. Tom
Ver ducci .

CHAl RWMOVAN CONTINE:  Okay. |s there a second?

MEMBER PACKHAM  John Packham |'l| second.

CHAI RWOVAN CONTI NE:  There's a notion and a
second to approve |Item Nunber 4.2.1. Al those in favor
pl ease say aye. Any opposed?

(The vote was unaninmously in favor of the
notion.)

CHAI RAWOVAN CONTI NE:  Ckay. Mdtion carries six to
zero.

Ckay. Moving onto Agenda |tem Nunber Five,
di scussi on and possible action to determ ne plan year 2021
and beyond disposition of the Unum contract for voluntary
| ong-termcare services to include either extending the
current contract an additional four years, closing the policy
to new enrol |l ees and continuing payroll reduction for
exi sting enrollees or allowing the policy to term nate
June 30t h, 2020, and current enrollees can el ect continuation
of coverage through direct billing. For PEBP is Laura Rich.

M5. RICH Thank you. Good norning. For the
record Laura Rich, operations officer.

This report is to provide information on the Unum
CAPI TOL REPORTERS (775) 882-5322
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voluntary long-termcare contract and ultimately di scuss and
vote on renewal options. To give a little bit of background,
PEBP has been offering this voluntary product since 2001
because of some significant changes in the marketpl ace and
long-termviability of the product in the marketplace. This
contract was term nated back in 2013 and then renewed in
2014. At that tine there were no other carriers that were
offering this type of product to | arge group enployers on a
voluntary basis. So PEBP was able to waive the solicitation
process, and a six-year contract was extended to Unum That
contract expires on June 30th of 2020.

If you recall back in Septenber of 2018, the
Board approved a two-year anendnent to the Mrneau Shepel
contract that included a fully integrated Vol untary Benefit
Platform The intent of this platformwas really to be able
to offer nore voluntary products wthout having to nmaintain
those direct relationships with each one of the carriers, and
this neans that there would be a reduced adm nistrative | oad
on PEBP. So there would be no need to manage contracts or to
go through all of the separate procurenent processes for each
of these products.

And al t hough the Board has ultimtely or PEBP has
ultimate authority over which benefits are offered, really

t hat admi ni strative burden shifts away from PEBP with the
CAPI TOL REPORTERS (775) 882-5322
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i npl enentation of that platform

So as a result with the exception of Unum PEBP
cancelled all contracts relating to voluntary benefits and
those carriers instead established relationships directly
with Corestream who is a subcontractor for Morneau Shepell
and those existing voluntary policies transition to the new
pl atform and are now being offered along side a | ot of new
products.

Today, Corestream nmanages everything fromthe
enrollment files and payroll deductions, as well as a one
stop shop for our nenbers to call in, and -- and they have
that ability to provide informati on and answer questions on
all of the voluntary benefits that are offered. But due to
sone technical limtations and |ack of approval fromits
broker, Unum was unable to participate in this process.

So instead, currently, today what we do is we
display a link for Unumon the Voluntary Benefits Pl atform
but menbers do not the have ability to enroll through the
platformor really manage their el ections, and they -- the
vari ous pay centers cannot |everage that single payroll
deduction process that's currently nanaged by Corestream

Enrol I ment and utilization in this product is
fairly low. About 40 percent of the people who apply for

this product do get declined through the nedica
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underwriting, and today we have about 320 active nenbers who
are enrolled. However, a lot of that, the bul k of that
enrol | ment occurred early on because Unumis only reporting
in the last two years 24 new applications and of those 24
only 18 new policies were effectuated.

Enrollment in long-termcare policies across the
board really has dwindled mainly due to significant rate
increases in that market. In Nevada specifically, the Nevada
Di vi sion of Insurance determ nes the acceptable and fair
rates for all conpanies who offer LTC products. And since
2014 the DA has approved about a ten percent plus rate
i ncrease year after year. And anyone who deci des to purchase
LTC products after January 1st, 2020 will see a m ni num of
15 percent nore expensive rates and in sone cases really
depending on the plan and your age, it can be up to
40 percent nore expensive than the 2019 rates.

It's also inportant to note that since the
inception of this contract nenbers have paid 7.5 mllion
dollars in premuns while they have only coll ected about
2.6 mllion in benefits.

So there's essentially three options that the
Board can select fromtoday. Option one extends the contract
by another four years. So in this scenario there's no

i npacts to nenbers but pay centers would be -- continue --
CAPI TOL REPORTERS (775) 882-5322
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woul d continue to be required to manage those separate
payrol | deduction processes. PEBP would also continue to
provi de the adm nistrative and contract oversight for a
product that has really relatively | ow new enroll nent.

And al so there's an el enent of confusion for
menbers. Wien all of our other voluntary products are
di spl ayed and they are able to be managed in our new portal
and all of those payroll deductions cone out in one single
paycheck deduction, and then we have Unum which is sort of
the outlier.

Option nunber two closes the policy to new
enrol | ees but continues the payroll deductions for the -- for
exi sting nmenbers. This option also has no inpact to existing
menbers, but this process creates a | ong-term burden on pay
centers because there's really no end date to that, and | can
give you a good exanple of that.

Recently | discovered that sone of the pay
centers are carrying out payroll deductions froma or for a
product that | believe, and | say | believe because there's
no docunentation to support this, was offered through the
commttee on benefits back in the '90s. So those payrol
deductions continue to occur, and there's no docunmentation to
really support those. They will be occurring until those

policies termnate or until the end of tinme.
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Il wll also add that Unum has reported to PEBP
that this is their |east favorable option, and that they
bel i eve that the cost to Unumto sustain a closed policy
wi t hout any actuarial growth is risky.

Option three is to allow the policy to termnate
and the current enrollees can port their policies by electing
to continue coverage through a direct billing process.
There's sone inpact to nenbers because they would -- they
woul d have 60 days to choose to transition that policy, but
there would be no change to their premuns or their plan
benefits. So it's very simlar to how nenbers who | eave
state service or retire and want to keep those policies, they
can continue that through the direct billing process.

This elimnates the burden of managi ng separate
payrol | deductions by the pay centers and also elimnates the
adm ni strative oversight by PEBP, but let's also not forget
that it also gives Unumthrough the end of June to nove onto
that platformand nmake the simlar transition that all of the
ot her existing carriers nmade during | ast open enrollnment. So
if Uwumis able to acconplish this by June 30th, it wll
essentially elimnate any inpact to nenbers.

PEBP recommends option three. The product
experience or this product experiences significant rate

i ncreases annually and new utilization is |low. Last year the
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PEBP Board established the voluntary benefits policy of using
a single partner on a single platform Therefore, for

consi stency, PEBP also recommends allowing Uhumto work with
Corestream for inclusion on that platform noving forward.

Wth that, I'll take any questi ons.

CHAI RAWOVAN CONTI NE:  Thank you.

Are there any questions in Southern Nevada?

MS. SPINELLI: No, ma'am

CHAI RWOVAN CONTI NE:  Ckay. Are there any
guestions here?

MEMBER PACKHAM  John Packham for the record.

| will be supporting option nunber three if at
sone |ater date we got a report or update on what that inpact
was or wasn't to the nmenbers, small nunbers, but it would be
nice to know.

MEMBER FOX: This is Linda Fox for the record.

| do have a question. So if we chose option two
does that nmean Unum coul d not nove to the new pl atfornf
Coul d they at sonme point?

M5. RICH So that would really be a Board
decision. The Board has ultimate authority over what -- what
product is offered on the platform W can certainly nake it
happen from a PEBP staff perspective.

MR. HAYCOCK: For the record Danon Haycock.
CAPI TOL REPORTERS (775) 882-5322
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One thing | want to add. M. Rich tal ked about
it, but I want to kind of pound it home. There's a policy
deci sion that was made by this Board | ast year to consolidate
all voluntary benefits under one provider for all of the
reasons that Ms. Rich has relayed again today, but it also
positions the plan in a place where we can offer nore
benefits than we ever have.

And in that process there were a couple of
voluntary benefit providers that provided a little bit of
pushback to PEBP ulti mately because they had brokers or they
didn't have brokers that were collecting conmm ssions on these
products and that comm ssion structure would shift over to
t he new broker which is jointly shared by Corestream and
Mor neau Shepell as |icensed producers in this state.

And if you renenber, we had a very strong wll ed
i ndi vi dual come up and di scuss one of our products back then
and say how nuch worse it would be if PEBP elimnated a
direct contract, and we don't have any data to show that that
has occurred.

For consi stency sake though, | would inagine that
per son woul d cone back to the Board if we carved out Unum and
gave them a pass on participating on this platform and
treated them special conpared to all of the voluntary

benefits that we provide today because Unum and their broker
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woul d be able to retain those comm ssions on these products,
and none of the other entities that are on that structure
that were with PEBP directly before would be able to as well

So nmy concern is if we allow Unumto remain off
of this platformand offer this voluntary benefit that you
will see other contractors or other vendors com ng up and
saying we would like the sane deal, and it will dismantle the
ability for us to reduce our adm nistrative burden, and it
may j eopardi ze the long-termsustainability of providing al
of those voluntary benefits as one singul ar package.

So what we -- why we're asking for nunber three
isn't to take benefits away fromnenbers. 1In all of these
exact options, nowhere does it say that nmenbers are going to
| ose this benefit. [It's just what mechanismdo they utilize
to get it and how can they keep it, and will we be providing
this benefit as a benefit noving forward to new nenbers and
there's a way to do that.

So in option three, if we cancel the policy and
we cancel the or we allow the policy to expire and we cance
the contract, if Unum can get back onto the Voluntary Benefit
Pl atform and deci de to nake that businesses deci sion, then we
can renew that actual business policy and nove forward. But
if they don't, then our opinion, PEBP's opinion is that they

are maki ng a busi ness decision to no |longer offer this
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benefit as a group benefit to the Public Enployees' Benefits
Program

So we received comments from M. Pecorino on
t hese options and even Unum has said that do not support, and
pl ease correct ne if I'mwong, M. Pecorino, but Unum
doesn't support option two because with no new entrance the
risk is higher on Unum

M5. PECORINO Do | need to step up?

MR. HAYCOCK: Yeah, you can conme up if you want
to, but ny understanding fromthe coments is that --
shoul dn't say you woul dn't support, but you would recomrend
not noving forward with option two and continuing direct
billing for these nenbers because the risk is increased to
Unum that there are no new entrance to offset the costs as
people then start to activate this benefit as they age.

M5. PECORINO. Let nme make a first comment in
regards to the status of the policy. 1In 2015 when the
mar ket pl ace exited the second generational cash rei mbursenent
indemity plans, Unum al so cl osed that bank of business which
set in place static policy language. So it's been very
difficult for Uhumto cone back and say we can nake
amendnents to the contract. W can reinstate this contract
or policy and if it does expire without the full integration

onto the BV platform and | fully understand what that
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entails now, then that policy does stay closed only to those
i ndi vidual s, and no one can enroll.

| would Iike to clarify and correct the statenent
in regards to Unum s presence on the Corestream platform
Prior to the open enrollment when we -- we entered a little
| ate i n understandi ng what that was nmeaning, and we are
current on-line information partner known as AG'S, which is a
Unum partner nationwi de, and it's one of the |argest
| ong-termcare information systens out there, allowed us to
offer to Corestreama, what |I'Il call a workaround or a
presence on the Corestreamsite but not fully integrated into
t he payroll.

Whi ch nmeans if you go out there and you log in as
a new hire or as an existing eligible nenber and you see that
Unum |l ong-termcare, it does go to a full website with
enrolling electronic enrollment and el ectronic signaturing.
So people can enroll there. It's a matter of perception and,
again, with Mrneau Shepell doing some performance changes as
we speak for this next open enrollnent, any granted anount of
time wwth new enrollees is appreciated. As a newy broker, |
do see a | ot of nmove com ng towards new enroll ees
particularly since there is this electronic enroll nent
process on the AG S site through Corestream and that's a

good t hi ng.
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The need purchase power of the enrollees com ng
to that site is somewhat |limted because it's usually a need
purchase price. |It's a group product that's closed. There's
just factors there that don't put themin the sanme place as
ot her voluntary individually issued products such as Aflac or
the standard STD. This is a group voluntary, and you do have
control over that.

Utimtely, Unum had told us through the
br okerage since this is a closed policy contract, there is no
reinstateable event. If we -- if it expires and we weren't
gi ven anot her status of extension at 6-30 2020 and everybody
goes to direct bill on that option, then it's not
rei nstateable back to a benefit offered through PEBP in an
active environnent. So that's a high concern there in
regards to consuner access and the need for grow ng | ong-term
care private dollars supporting our seniors here in the State
of Nevada. So that's fairly inportant.

Do | think we could actually have Unum nove to a
nore integrated site to engage payroll? That was our first
hurdle with the billing systemin Unum and it appears that
there is a PEBP requirenent for allow ng that payroll service
to be integrated into Unumand that is an authorization to
all ow Corestreamto have private access to all of the policy

information including the name, date of birth, all of that
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H PAA driven information and that has yet to cone forward.

If that got triggered between now and the end of
the contract, then we do see that payroll system and service
on that platformto function, not particularly on individual
VB products like the Aflac's and the STD s because, again,
this is a group bill, group applied prem um agai nst
individually paid products. So there is novenent there. So
| would certainly appreciate option three over option two in
any case.

Option one gives everybody the right to perform
better as space for technology to neet one another. | think
that was a large hurdle regarding a closed contract policy
was that there's not a |lot of novenent in these closed books
of business for new technology to integrate because there --
it's a closed policy. There's no new | anguage i n other words
for that to occur for Unum So we do have sone just
intrinsic closed policy |anguage probl ens.

But anytine we get for nore enrollee and for the
entities because technol ogy noves quite quickly to integrate
woul d be appreciated. | think it's going to take nore than
nine nonths. | certainly will give you reporting on new
enrol | ees on the new marketpl ace, any new novenent but there
is certain authorization that's required at any point in tine

for Corestreamand their payroll services to be noved forward
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into Unhum what we call eye services system

May | answer any ot her questions?

CHAI RWOMAN CONTI NE:  This is Deonne Contine for
t he record.

So you say you think it wll take |onger than
nine nonths and that is to basically be integrated with the
Corestream and al |l ow that single, the pay structure that we
all desire?

M5. PECORINO  Right.

CHAI RAWOVAN CONTI NE:  So how | ong do you think it
will take if you -- | nean, you want to nove forward to do
that, and so what is your estimate on that?

M5. PECORINO. Again, that's like six years ago
when we renewed the contract, |ooking into that technol ogy
crystal ball is very difficult.

|"ve spent quite a bit of time talking to Bruce
in regards to the performance on the platforns and they are
basically there. Wth the PEBP authorization to give
Corestream eye services access, that's a huge piece. So it
woul d be |inking again the Corestream enrol | ment process.

One statenment that was nade by Unum up front back
in May when this first came to light was, and this cane right
out of Unum contracts, and I'mjust the |iaison here is since

t hey al ready have spent over, | can't tell you exactly how
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many mllions on the ADS platformwhich is a fully
functional electronic event to all ow another systemto be
built. This has to do with underwiting conpliance and a

cl osed | anguage. So there's sone conponents there that |
don't fully understand because the | anguage com ng from Unum
contracts, Portland, M ne basically says since we already
have one in place, we're not going to probably authorize the
bui I ding of that other platform

So | can't quite tell you since technol ogy has
conme forward through the AG S process. Again, armlength
away fromthe Unum core LTC division of operations. That's
the only conponent | couldn't say would take |onger, but we
can certainly integrate with PEBP authorization the
Corestream payroll event. It looks alittle bit differently
than that individual billing that's currently having with STD
standard, even though that platformdoesn't |ook fully
integrated out there getting behind the PEBP portal.

But even a two-year extension opposed to nine
nonths may be a space for all parties to be able to say
here's a better performance on the Corestreamplatform Here
IS now nore integrated payroll and with Uhnum | can't really
speak fully out of operations contract for them but gives us
the brokerage a lot nore time to delve into the opportunity

for perhaps a, what we call a collaboration between
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Corestream and the AG S because it's already built out.

There was a comment nmade out of the Corestreamin
Mor neau Shepell early on saying they didn't realize how in
depth it was to even build the STD platform how many inputs
that takes. And that would be like if | could bring it down

to alay person's terns to build that particular voluntary

product, not a group product, not group billing because it's
age rated. It has multiple plan designs. There's thousands
of inputs.

So AG S cane forward and said we built over 20
vari abl e prograns that are continually changi ng because there
has been these rate increases. So | would say for Morneau
Shepel | and Corestreamto enbrace building that database for
that el ectronic enroll ment woul d be sonething that woul d have
to be really | ooked at strongly because now we're having a a
single age rate from 18 to 80, four plan designs with one to
$8, 000 i n each chaoi ce.

So the matrix of building that particul ar
platforminto Corestream it may not -- | don't knowits
capabilities. | don't knowif they can do that. | don't
know how deep their platformgoes. So that space to find
t hese things out, we have only had five nonths in open
enroll ment and a |ot going on is certainly beyond nine

nont hs, but maybe it's a directive to the brokerage to give
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you a report every time AG@S or Corestream connect or we | ook
at that -- that unilateral building into it.

Because Unum s desire, of course, is to be able
to provide this very val uable product. Because in the third
generation in the marketplace today, you're just -- we're age
rated events, there's just things going on. The marketpl ace
has not conme forward commercially to be able to neet the need
of this product.

CHAI RWOVAN CONTI NE:  Okay. So fromthat, you
t hi nk maybe a year and nine nonths, is that kind of what |
got fromthat?

M5. PECORINO Well, that m ght be sonething
bef ore you make a decision that Mrneau Shepell could answer
in regards to how deep their platformgoes or where they are
at in their performance i nprovenents.

| know that the standard got in there and
integrated, but I don't think it was a full integration in
regards to the electronic enrollnment. As well as A@ S hasn't
really cone forward. They are really kind of waiting for the
deci sion here by the PEBP Board.

CHAI RAWOVAN CONTI NE:  Ckay. Al right. Go ahead,

MR. HAYCOCK: Just a couple of quick questions.

Damon Haycock for the record.
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Ms. Pecorino, hopefully you give ne quick
answers.

M5. PECORINO | know. I'msorry. | give
| ongwi nded answers.

MR. HAYCOCK: The Unum product that you offer
PEBP today is approved by the Division of Insurance and its
total rate structure which includes commssions that are paid
to brokers, correct?

MS. PECORI NO.  Yes.

MR HAYCOCK: And AG S is Unum s dedi cat ed broker
that collects those conm ssions?

M5. PECORINO No. They're a servicing agent to
our brokerage.

MR, HAYCOCK: Ckay.

M5. PECORINO W were the original procuring
brokerage and still are. | becane the | ead broker in Muy.
The ot her gentl eman when we procured it in 2001 is what we
call a semretired open or broker

MR. HAYCOCK: So Dampon Haycock again for the
record.

Sorry, and I'"mnot trying to cut you off.

M5. PECORINO No. That's all right.

MR HAYCOCK: So if Unum were to nove onto the

Corestream Vol untary Benefit Platformin a siml|ar manner and
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a simlar setup and a simlar condition structure that exists
with all of our other voluntary benefits would that nean that
Unum and unfortunately you would | ose those conm ssions.

They woul d be transferred there or would they be split or
have you guys had that conversation yet?

M5. PECORINO Great question. Thank you very
much. We're currently paying Corestreamfor alimted
integration platform They receive conm ssions on a
quarterly basis. It was a very |arge decision between AG S,
Unum and our brokerage to have a third party fiduciary listed
as a broker of record with Unum has sone contractua
guestions that haven't been answered yet.

However, we as the broker have been paying
servicing -- AGS is a servicing agent to those comm ssions.
W pay it. | was a servicing agent in a dual capacity and
now | 'ma broker and not a servicing agent. W pay anot her
servicing agent for division one payroll because it's the
| argest payroll. So it would be a negotiation of what |evel
of services are rendered by the Mrneau Shepell and
Corestream for how many commr ssions are paid to them as
servi ce agents.

So Unum has their only particular nodel for group
voluntary benefits comm ssions. |It's driven by conpliance in

departnents of insurances.
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MR, HAYCOCK: Sorry, | don't want to cut you off.
| just want to make sure we get to the neat of the questions.
Agai n, Darmon Haycock for the record.

In your testinony you said that you believe that
there's going to be, there is today and there will be a | arge
use of the long-termcare product in the State of Nevada.

Qut of 24 applications over two years only seven were issued.

M5. PECORINO. | think it's 17

MR. HAYCOCK: There is a couple of mllion people
that live here and there's an agi ng popul ation, and we're
tal king seven new policies in tw years.

MS. PECORING R ght.

MR HAYCOCK: Could this be considered, and |I'm
going to leave this a rhetorical question.

MS. PECORINO.  kay.

MR HAYCOCK: That this could be a nountain of
work for a very limted inpact. So | will -- | think
Ms. Rich had, if you're confortable, Madam Chair, or let ne
turn it back over to the Chair, sorry.

CHAI RAOVAN CONTI NE:  Yeah. The point | was
trying to make. | nean, | think there's only 320 peopl e, but
they are getting direct with howold, right. So is there
sone mddle place -- | nean, if they are working towards

being on this platformand being a part of that and all of
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t hem wor ki ng toget her, then naybe there's a way we can
structure something so it wouldn't be a four-year extension
or, but I kind of don't get that fromthe -- fromthe
comrents that they have made today, but | think M. Chazza
(phonetic) has a question or a comrent.

M5. RICH For the record Laura R ch.

| just wanted to add that we did -- we were able
to integrate a very simlar product which is the voluntary
life which also is age rated and so it's simlarly or simlar
to a long-termcare product, and the standard was able to
integrate into the Morneau Shepell system or Corestream
systemin under six nonths. So it is possible.

M5. PECORINO Ch, good. That's good to hear.

M5. RICH Like you said, you -- AG@S al ready has
a systemthat is built. They are utilizing that system and
there's a little bit of hesitation to nove onto the
Corestream pl atform

CHAI RWOVAN CONTI NE:  Ckay.

M5. RICH And transition into the --

CHAI RAWOVAN CONTINE:  Ckay. |'"mgoing to cut off
the staff and additional conversation. [I'mgoing to turn to
t he Board nenbers.

Are there any other questions or conments? 1In

Sout hern Nevada, anything? GCkay. | think Ms. Lanborn has a
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notion then.

MEMBER LAMBORN:  So really I'm nore concerned
about the 40 percent denial of those that apply and the
increases in the policies that far exceed the nornmal
inflation for healthcare costs. It seens like it's being --
the client is being cherry-picked. So I'mready to nmake a
notion that we go with option three and term nate the
contract as of June 30th, 2020.

CHAl RWMOVAN CONTINE:  Okay. |s there a second?

MEMBER PACKHAM  John Packham |'I| second it.

CHAI RAWOVAN CONTI NE:  Ckay. Mdtion and a second.
| s there any di scussi on?

| would just like to say I'"'mgoing to vote yes on
this, but I also know and I'mtaking Dr. Ervin's conments
earlier. There are people who are used to this. They have
probably been on the programor on this for a long tine. So
j ust whatever the agency can do, whatever PEBP can do to nake
sure that everybody fully understands howit's going to work
in the future. And, again, maybe we can have a little bit of
report back on -- | mean, the inpact, potential inpact to the
-- and maybe just tal k about that at the next neeting just so
that's one way people will know what's going to happen.

Ckay. So with that said, there's a notion and a

second on the table. Al those in favor please signify by
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sayi ng aye. Any opposed?

MEMBER M TCHELL: Opposed.

CHAI RWOVAN CONTI NE:  Was that, |'msorry?

MEMBER M TCHELL: Jet Mtchell for the record.

CHAl RA\OVAN CONTINE:  Ms. M tchell.

(The majority of the vote was in favor of the
notion.)

CHAI RWOVAN CONTI NE:  Ckay. The notion carries
five to one then |I believe. ay. Thank you.

Okay. Item Nunber Six, discussion and possible
action to approve an anendnent to the Mdrneau Shepel
eligibility and enrol |l nent systemcontract to | ower per
enpl oyee per nonth fees from1.78 to $1.50 begi nning
Sept enber 1st, 2019 through the renainder of the contract.
And for PEBP is Cari Eaton.

M5. EATON. Thank you. Cari Eaton, chief
financial officer.

On July 26th, 2018, the Board approved a contract
amendnent with Morneau Shepell to extend the contract two
years through 2023 and for an enhanced eligibility system and
Vol untary Benefit Platform

On July 25th, 2019 an open enrol |l nent update
report was provided to the Board that stated Mrneau Shepel

woul d reduce the per participant per nonth fees in response
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to the new enrol |l nent tool and Vol untary Benefits Pl atform
rol | out.

Morneau Shepell has agreed to reduce the
admi ni strative fees from $1. 78 per participant per nmonth to
$1.50 per participant per nonth beginning Septenber 2019.
This reduction to the adm nistrative fees is projected to
save PEBP approxi mately $670,000 through the term of the
contract.

PEBP recommends the Board authorize staff to
conpl ete a contract anmendnment between PEBP and Mbrneau
Shepell to reduce the adm nistrative fees through the term of
the contract.

And |I'm avail abl e for any questions.

CHAl RWOVAN CONTI NE:  Ckay. Are there any
guestions? Any discussion? |s there a notion? M.

Ver ducci ?

MEMBER VERDUCCI: Yes. Tom Verducci for the
record.

| don't see any disadvantage here. W' re saving
$670,000, and it seens very clear cut that if we go from
$1.78 to $1.50 it's going to be nore noney for PEBP and |’
make a notion unless there's further discussion. | don't
know i f you're ready for a notion.

CHAI RAMOVAN CONTI NE:  Go ahead.
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MEMBER VERDUCCI: Yeah, | would like to nmake a
notion that PEBP reconmends the Board authorize staff to
conplete a contract anmendment between PEBP and Morneau
Shepel|l to provide an enrollment and eligibility systemfor
all PEBP plan participants in Contract Number 15941 to reduce
fees through the termof the contract.

CHAI RAWOVAN CONTI NE:  Ckay. |Is there a second?

MEMBER PACKHAM  John Packham |'l| second.

CHAl RWOVAN CONTI NE:  Ckay. There's a notion and
a second. All those in favor please or |"'msorry, is there
any ot her discussion? Al those in favor please signify by
sayi ng aye. Any opposed?

(The vote was unaninmously in favor of the
notion.)

CHAI RAWOVAN CONTINE:  All right. Mtion carries,
six to zero.

Item Nunber Seven, presentation of the State of
PEBP. And Danobn Haycock for PEBP

MR HAYCOCK: Thank you, Madam Chair. Danon
Haycock for the record.

The State of PEBP report is an annual report
provi ded after the end of the plan year that summarizes al
of the actions, activities and different data points that the

pl an experienced. It is basically our report card, and we
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provide it every year now at this Board neeting as soon as we
get the close of the year's statistics and results.

On the first page of this presentation we go over
our purpose, mssion, vision and values. Those are those
itens that are approved through our strategic plan every
year, and then we nove into the overview. O course, we
provi de, as you well know, a Consuner Driven Health Pl an
coupled with an HMO in the south and an excl usive provider
organi zation or EPO plan in the north this year. That was
the new thing that we rolled out.

W have on page two a table that describes all of
the different programenrollnment in each of the plans, as
wel | as enpl oyees, pre Medicare retirees and their
dependents. So you can see we cover just under 72,000 lives
over the period of |ast year.

Then we break out the report into various plan
sections. First is the Consumer Driven Health Plan, our
primary plan. W did get a slight increase in enrollnment,
just under three percent. W also got a slight increase in
state retirees as well. So that first nunber was state
enpl oyees. W did get a decrease in non-state retirees which
does happen as that is a closed group. And so as fol ks age
into Medicare or no | onger have our plan, they will nove off

or some wWill unfortunately pass away, and so that nunber wl|l
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continue to decrease over tine.

As far as utilization and costs, this is ny first
State of PEBP where | get to say we actually had an increase
in costs on the nmedical plan, alnost five percent nedica
costs on a per enployee or per retiree basis fromplan year
2019 to 2018. We ended up having an increase in high cost
clainms and that's what drove that increased utilization.

We had 34 additional high cost claimnts, an
i ncrease of 21 percent of the previous year. This is
significant and we define high cost clainmnts as nenbers with
clainms greater than $100,000. | believe the HMO and Nevada
utilizes a 50,000 nunmber. | think the previous HMO in
Nort hern Nevada uses 50 but we use $100, 000.

And our average costs for each of those clains is
just under $220,000. So when you | ook at the amount of folks
that were increased fromyear to year and the total average
cost, you're |ooking at about seven and a half mllion
dollars, and I'm going to pause here for a second because
t hat number is going to help describe what happened to our
excess reserves |ater.

So 700 and a half nore mllion dollars went to 34
people. So without these clainms, if we were to carve them
out, we actually would have realized only a small increase in

total overall costs, but the enroll nent would have offset it
CAPI TOL REPORTERS (775) 882-5322

51




© 00 N oo o B~ w N PP

NN N NN R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

and we woul d have had anot her year of negative trend. So if
you're looking for a culprit, it is the high cost clains
whi ch is why our nedical trend was increased this year.

On the pharnmacy side it was a nine percent
increase and total cost. But when you factor in the rebates,
as we do at PEBP, we are a one for one plan. Not all plans
do that. It was only about a 5.1 percent. And if you
remenber this time |ast year, we were -- we were saying that
it was a dramatic increase, sonewhere | think around
17 percent. So we were able to through good nanagenent and
deci si on-maki ng by the Board inplenent cost saving activities
t hat hel ped sl ow down that trend on the pharnmacy side.

There were new progranms and services that were
provi ded, one Heal thcare Blue Book. That's our shining star
program W had over 77,000 searches conducted by our
menbers to try to find a | ow cost, high quality providers of
care. W had al nost 5,000 guided tours, and we provided
about 26, al nbst $27,000 in incentive checks to provide
menbers who chose high quality |ower cost alternatives. This
is a dedication to that value on the first page of
transparency where fol ks can get on and shop and | ook.

And a little sneak peek here yesterday, we were
told fromthe state and | ocal governments benefits

associ ation, the major organization that is the nationa
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organi zati on where just about every state plan and |ocal plan
who tries to attend every year their annual conference, PEBP

has been selected to present on this specific program So we

will be presenting in their annual conference in Louisville,
Kentucky next April. So we're very excited to be honored
with that.

To conbat the rising pharmacy costs, right, we,
as | nentioned earlier, there was an inplenentation of a
voluntary network for 90-day drug fills. W also inplenented
enhanced funding for the health savings accounts and health
rei mbursenent arrangenents where we require fol ks to observe
or to attend four different activities, preventive or
wel | ness activities to see a doctor, to see a dentist, to get
their teeth cleaned and to get their associated | ab worKk.

W al so included a requirenent to at |east be
exposed to the two technol ogy applications that we provide.
One, Doctor on Demand which is our on-line virtual visit so
fol ks that want to get help for certain types of acute
scenarios and not wait until the next day or not wait for a
doctor's appointnment to get on imedi ately and seek services.
That has been a very good program for PEBP

And then, of course, the introduction of
Heal t hcare Bl ue Book. W wanted to expose as many peopl e.

W net with themfor an end of year outcones neeting | ast
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week or maybe, excuse ne, | think it was earlier this week
and we exceeded far -- far higher engagenent that they ever
anticipated and we credit that to that incentive program

We al so included 3-D manmogr aphy or three
di mensi onal manmography as a preventive benefit paid
100 percent by the plan and then continued prograns and
services included higher level of life insurance and, again,
enhanced HSA/ HRA benefit of $200.

W released, this is now on page four, a
sel f-insured exclusive provider organization or EPO plan that
repl aced the northern or rural Nevada HMO pl an provi ded by
Honet own Health many years to PEBP. W were, of course,
faced with significant increases and rates, and this was our
sol uti on.

W were able to drop rates even though they were
bl ended wi th Sout hern Nevada significantly from what was paid
prior so eight percent. | think you've heard ne say this
before, that's eight percent of the year before where we were
facing a 13 percent increase this last year so that's a 21
point swng. W were very lucky to be able to do that.

We did pattern our EPO plan closely to the
outgoing HMO plan to mnimze disruption, and we did have a
pretty significant enrollnent as conpared to what it was

before. | think it went up even higher than what was in the
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previ ous HVO pl an, but about 8,500 covered |ives.

Utilization and cost there -- you know, there's sone nunbers
here that we describe with per participant per nonth or per
enpl oyee costs were. One thing that is very inportant is
that the high cost clains on a per capita basis were the sane
on the EPO plan as they were with the CDHP. So they are both
experiencing the sane | evel of high cost clains per capita.
So if that trend continues that could becone a problem if

t hose increased high cost clains continue to increase even
further.

W will be able to report a year of your trend at
this time next year because it being the first of the year of
the plan, we don't have a previous plan trend, and it's truly
unfair to match our trend agai nst what the HMO outgoing trend
was since they nmanaged the plan a little differently.

As far as acconplishnents here for the program
we conpl eted strategic planning. The planning session was
hel d | ast year in August, and in Novenber the Board approved
the revised plan. W, of course, outlined three sinply and
pur poseful strategies, inproving the access to care,

i nprovi ng the nenber experience and reducing cost to the
program Everything that PEBP presents to the Board and to
our stakeholders is framed within that strategic initiative.

The -- we, again, conducted a nenber satisfaction
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survey from Oct ober through Decenber in 2018, and we can
report very, you know, favorably that all of our results for
all of the same questions that we asked have increased

bet ween four and nine percent per category. So we believe
our customer service and our ability to support our
menbership is increasing through this survey.

W still are a little low on training and
education. You'll see that nunber sonmewhere near the bottom
of page. 59 percent of those reported responses were between
eight and ten. Those were the highest levels. But at 59
percent we would |love to see sonething a | ot higher.
Personally I would like to see 100 percents in all of these.
So we will not stop striving to be better at what we do for
our menbership.

CHAI RAWOVAN CONTINE: | have a question.

MR HAYCOCK: Pl ease.

CHAl RWOMAN CONTI NE:  This is Deonne Contine for
t he record.

| just had a quick question. What is the overal
menber participation on the surveys or what percentage or
j ust enpl oyees not covered |ives, but.

MR. HAYCOCK: Excellent question, Madam Chair.
Damon Haycock for the record.

We only send these out to househol ds, and so we
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don't have folks and like their children al so respond. |
can't say that they don't but that's not the intent. | think
we send it out to 35, 40,000 househol ds, and we get sonmewhere
bet ween ei ght and 10, 000 responses dependi ng on the year.

And the report that was actually presented back
believe in January of this year on this satisfaction survey
has those nunbers. | just didn't bring it wth ne today so
apol ogi ze, but we're well ahead of the five to ten percent
nati onal standard of reporting to an outside survey.

W received another award | ast year for, actually
earlier this year for the Anmerican Busi ness Awards for
Organi zation of the Year, a Gold Stevie. So we're very
excited to be recogni zed nationally for our efforts.

And then as the pattern continues, PEBP can't
| eave contracts alone so we continue to work with all of our
old contracts and then we al so inplenented new contracts. W
brought in Anerican Health Hol dings. W signed a contract
| ast pan year, but it didn't go into effect this plan year so
we don't have any State of PEBP yet to tal k about that
transition for utilization managenent and | arge case
managenent servi ces.

W perfornmed again a second year in a row a
mar ket check on our Pharnmacy Benefits Manager which resulted

in mllions of dollars of savings which is about 5,000,000 as
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t hey were conpared agai nst other PBM s and ot her book of
busi ness clients, and we were able to renegotiate that
contract.

W were able to renegotiate the Heal t hSCOPE
Benefits third party adm ni strator contract and reduce fees
about 55 cents, as well as sone recoveries on shared savings
prograns. Wth WIllis Towers Watson and the Medicare
Exchange via benefits we were able to elimnate all of the
adm nistrative fees as of this July, and so there is no cost,
direct cost to PEBP to access the HRA rei mbursenent processes
through Wllis Towers Watson.

W extended, as you've heard froman earlier
report from Ms. Eaton, we extended the Mrneau Shepel
contract for the Voluntary Benefit Platformas well as an
i nproved nmenber facing portal, and then we cancelled the
voluntary life and short-termdisability contract standard
because they noved onto that platform

The bottom of page six, customer service, you've
seen these nunbers every quarter from PEBP, but for the year
our phone calls, walk-in's and e-mails, we received about
46, 000 phone calls in plan year '19, an increase of al nost
5,000 over the previous year

Qur average time to answer calls increased as

wel | as our abandoned call rate. Sonething that we're going
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to call an outlier this year because of a couple of
significant factors that effected PEBP especially during open
enroll ment. One being that there was a | ot of concern and
confusi on about when rates were going to be posted, as well
as the pushing of that open enrollnment to adhere to the

| egi sl ative decision-maki ng process, as well as a new system
with a new voluntary benefit program of course, wll| cause
not concern but questions as it is -- was brand new to the
programwith a | ot of new benefits, and so that pronpted a

| ot nore interaction between PEBP and t he nmenbership which
then increased our calls, e-mails and those type of things
and those associated statistics |ike average tinme to answer
or abandon calls or the |iKke.

Then we don't -- we assunme, I'll go out on a linb
this year and say we believe that those nunbers will inprove
next year as things settle dowmn. And to our know edge today,
unl ess sonething significantly changes at the Board neeting
t he benefit package you see today will be pretty simlar to
t he benefit package we'll see next year. |If that occurs it
shoul d reduce the type of statistics where we're getting
peppered with calls on new products.

W dedi cate oursel ves on in-person education and
outreach. Not everybody |likes to take phone calls or

e-mails. So during the nonth of May we report that al nost
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500 enpl oyees attended a series of enrollnment neetings across
the state, and we al so provided a webinar. Qur solution, the
materials were available to fol ks who could not attend.
That's only one form of in-person education outreach in our
communi cati on pl an.

And in our required statutory reports to the
| egislature and to you as a Board every year, we outline all
of the different comunication activity. So we didn't
rewite themhere. But in the back of that comuni cations
report there is page after page of the opportunities that we
share conmuni cati on about our plan and the benefits and how
to maxi m ze those throughout the year.

W do have fiscal year performance indicators.
It's sonmething required by the budget every biennium W try
to set goals that are achievable, often we exceed them
rarely do we not. In this specific occurrence we m ssed it
by a fraction. For npbst of these it was by about one percent
except generic drug utilization. | think, and this is the
nunmber | provided for this report, but there are two generic
drug utilization nunbers. There's the generic drug
utilization nunber as a totality of all drugs, and then
there's a generic utilization nunber based on how many brands
actual ly have a generic equival ent.

And | think | grabbed a nunber for the totality
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and not the generic equivalent, and this nunber is supposed
to be higher, and | can fix that noving forward, but we have
a generic over brand policy here at the State at PEBP, and so
every opportunity that there is a generic and a brand drug
that we require folks to use the generic drug unless they
have gone through a series of utilization managenent
practices |like step therapy or if they have a bad result
utilizing the drug and it is all managed through our Pharmacy
Benefits Manager to ensure that we maxinm ze generic drug
utilization.

On page eight we go into the finances. W took
in just about $519, 000,000 of revenues split up over our
standard revenue -- our standard revenue categories from our
begi nning cash, all of our reserves to the state subsidy or
t he enpl oyer contribution that we take in, as well as the
menber prem uns, and then we spend, of course, the sane
anount because at the end of the year you end up closing the
year in balance of $519, 000,000, and you'll see that the
lion's share of what we spend on self-funded clainms, as wel
as reserves. A very small anount was used in admnistrative
costs and operations. And then, of course, there's a snall
portion that we shoot out in premuns to the fully insured
products |ike our HMO s.

|'"m not going to go necessarily over, too nuch
CAPI TOL REPORTERS (775)882-5322

61




© 00 N oo o B~ w N PP

NN N NN R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

over page ni ne because we've already tal ked about themat a
high level. W can go -- | can go into nore detail if you
would like. The reserve utilization is the sane type of
reserves that we've had every year here at PEBP that you' ve
all seen. You know, we have the IBNR occurred but not
reported reserve. W have the catastrophic reserve. W have
t he HRA rei nbursenent reserve that we fund at 100 percent,
and then we have whatever is left over becomes excess at the
end of the year.

We did use those reserves for plan year 2019 as
excess reserves to increase basic group life insurance from
enpl oyees and retirees. That is now part of the base plan in
this biennium So it will not need to be paid for out of
excess reserves noving forward, and we did increase enhanced
CDHP HSA/ HRA funds, as well as continued to pay those
Medicare |ife insurance and Medi care Exchange, HRA fees which
those HRA fees will now go away as of this July.

You guys also used it again to cover 3-D
manmogr aphy and a one-tinme supplenmental to the Medicare
Exchange Retirees of $2 per nonth per year of service.

That's spent down reserves approximtely 5.4 mllion.

So you' ve heard al ready sonme of the future

chal l enges, the rise of high cost claimants. That's

sonet hing that we have to watch. It would be very fortunate
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if this was just one of those bad years where you just got a
run on those high cost clains and that they reduce again 20
to 30 and becone a little bit nmore expected or if this is
sonething that is kind of a precursor as to what is to cone,
and we're going to watch this very carefully because if this
beconmes the new normal then we're going to be com ng back

wi th recomendati ons on how we nmanage this popul ati on and
nore inportantly how we can prevent these noving forward.

And there's al so, of course, the continued
increases to specialty drugs. There are new drugs that cone
out on the market everyday. There are new drugs or old drugs
that get new indicators that could be used for other -- other
di sease states, and so those costs are sonething that we work
very closely with our Pharmacy Benefits Manager to try to
manage t hrough a nyriad of progranms and services in an effort
to not reduce the benefit to our nenbership.

One thing | will say that every utilization
report | get fromny Pharmacy Benefits Manager, it just seens
t hat PEBP seens to be absorbing nore of the cost of the drugs
and the nenbership is absorbing | ess on a per percentage
basi s even though everybody is paying nore, and it's really
hard to see and understand that you're actually getting nore
hel p from your plan when your prescription costs go up, but

we're actually nore of the lion's share of those costs.
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So that's the overview of the State of PEBP
W' re very proud of this program W're very proud of our
recognition. W're very proud of our national presence, and
we're very proud of our ability to manage this programto
val ue the nmenbership, as well as the plan's sol vency and
ultimately the Nevada taxpayer who pays for it.

And with that, we'll take questions.

CHAI RWOVAN CONTI NE:  Any questi ons?

MEMBER PACKHAM  John Packham for the record.
have a question, a question of curiosity. 4.6 per 1,000, is
that statistically remarkable that it was the same across
bot h of the high deductible and the EPO, and |I'm just
curious, how does that conpare nationally or maybe
regional ly?

MR. HAYCOCK: For the record Danon Haycock.

You stunped ne, M. Packham | don't have that
nunber but | wll get it back. [I'Il make sure that you guys
have that.

MEMBER PACKHAM  Moving on

CHAl RWOVAN CONTI NE: M. Verducci ?

MEMBER VERDUCC!I : Yes, Madam Chairman. | would
like to ask Danmon a question here.

' mreadi ng here that we have 34 high cost

claimants that cost us seven and a half mllion and earlier
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in the report we saw fromrebates we had an additiona

11, 000, 000. So now our excess reserves are down, and | see
addi tional income, but we're dowmn with a 34 high cost
claimants, and |I'm al so questioning the elimnation of the
preventative and wel | ness prograns and how t hat has had an
i mpact on our excess reserves.

MR. HAYCOCK: For the record Danon Haycock. Al
good questions.

A lot of these answers are in a table | think on
Item Nunber 11, and I'll briefly talk about them here, and we
can go in nore detail there. The 34 high cost claimnts are
in addition to what we had the year before, so it's not tota
34, but it's 34 additional. And what that did is it did | ead
to a higher nedical trend than we thought.

And if we can define what an excess reserve is,
we can all agree what an excess reserve is then it all kind
of makes sense. W report projected excess reserves every
quarter, but really at the end of the day an excess reserve
i s excess cash on hand once you've satisfied all of your

l[itabilities. And part of those liabilities is the increase

to our required reserves noving forward. If we don't
backfill those required reserves with excess when we have it
then we are actually supposed to raise rates to fill that
need.
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And so we have been able to not raise rates even
t hough our required reserves have increased over time because
we have had that excess reserve bucket to backfill them
first.

So kind of think of it with your own checking
account. By the tine at the end of the nonth, once you've
paid all your bills and you bought all your food and you've
had all your fun, what's sitting there as a bal ance for the
next nmonth is excess, and so that's how PEBP | ooks at it, but
we can't know our excess reserves truly until we close the
fiscal year because we m ght have a nmountain of cash in
Decenber but then we have 34 nore high cost clains that burn
it down, and they actually increase that nmedical trend and,
therefore, that excess reserve isn't truly an excess reserve.

So you w Il hear fromfol ks, public coment.
You'll hear fromus trying to describe, well, where are you
on excess reserves? Wat do you project? Wat do you think?
| f you go back and | ook at every report that we provided you
on projections, | don't think we have ever hit it at the end
of the year, and so it is such a volatile nunber that we have
put our nanme to this Septenber report as the actua
determ nati on of excess reserves because that's how we cl ose
the fiscal year and that's the true cash on hand that we have

left. Anything else is a projection and nobody that | found
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has been able to project it accurately.

Now, how does the, you said the rebates and
everything el se, rebates are already built into the rates
that we have today. We'll see if the rates that we were
provided by -- by the legislature will hold true to those
determnations. W won't know until we close next fiscal
year. And so, renenber, there's a cycle to how revenue cones
in and how expenses go out when it comes to clains because we
have a one-year tinely filing requirement for clains.

So Danobn Haycock can go to the doctor today and
his doctor cannot bill PEBP for al nbst a year, but Danon
Haycock is paying prem uns today, and so we may be receiving
a lot nore revenue than what we're outlaying in expenses, and
then it all catches up. And so | know it's kind of |ike an
accordion, but it's sonmething that occurs with health pl ans
all the tine.

So how does it work on our excess reserves? |1'll
go into the nunbers on 11 if you're confortable with ne
wai ting because |"'mjust going to repeat nyself then as well
but I think it wll answer your questions better.

MEMBER VERDUCCI: So cone Novenber will we have a
better idea in terns of knowi ng those exact figures and those
excess reserves?

MR. HAYCOCK: For the record Danon Haycock.
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You're going to see the sane table in Novenber.
That is how we close the fiscal year. W can project what we
will have, but it is extraordinarily premature to say we know
what we're going to bank by the end of August next year. It
woul d be unfair to the program it would be unfair to the
Board and it would be unfair to all of our stakeholders to
come out and say, wow, for three nonths we've had X. So we
think it's going to go for 12 and that just -- it would be
i naccur at e.

MEMBER VERDUCCI : Thank you very nuch.

CHAI RAWOVAN CONTI NE:  Are there any ot her
guestions on this iten? Okay. Hearing none, before we go on
to the next item why don't we take a ten-mnute break. So
see you back at 10: 40.

(Wher eupon, a brief recess was taken.)

CHAI RAWOVAN CONTINE: Al right. W're ready to
get started again. So we're on Agenda |Item Nunber Eight --
no, Nunmber Ni ne, discussion and possible action to update
PEBP's -- PEBP' s Board's duties, policies -- oh, wait, sorry.
Are we on eight? Yeah. Sorry, we are on eight. Di scussion
of possible Board direction regardi ng updating the PEBP
strategi c plan, and Danobn Haycock for PEBP

MR HAYCOCK: Thank you, Madam Chair. Danon

Haycock for the record.
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What you have before you is a docunent. It's
basically last year's strategic plan and then there's sone
comrents put off to the side for really ease for the
st akehol ders to see how we reported, if we actually met sone
of these strategic initiatives or not. It follows the same
format. We tal k about our background, our m ssion, vision
and val ues.

W actually net. |In the back of this docunent is
a strategic planning session overview that occurred in 2019
on August 7th and 8th up in South Lake Tahoe, and we outlined
who all attended. One of the requests last tinme was to
ensure that we brought WIlis Towers Watson, which we did.

M. Verducci, you were there for one of those days, and so we
believe we had a pretty good representation. It was a |large
room a lot of people, a lot of ideas noving around.

The first day we discussed are end of year
statistics and success in neeting those goals and then
started tal king about opportunities in round Robin type of
process. And then on day two we collectively prioritized
what recomended strategi es we woul d present Board menbers
t oday.

And, again, we discussed sonme of the nuances that
now effect our program But as many of you al ready know,

during the 80TH Legi sl ative session the |egislature approved
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our budget with a couple of new requirenents that they got to
determ ne the specific enployer contribution which then
determ ned the overall rates by default, and then any use of
accumul at ed excess reserves nust be approved first by --
recommended by the Governor and then approved in the interim
finance conmmttee.

And so that created a different type of
environment for us to ook at how we were going to spend any
potential excess reserves or recomrend the spendi ng because
of that additional couple of steps that had to clear through
the Governor's office and through the interimfinance
conm ttee.

One of the things we | ooked at and strategized is
taking a sl ower pace which had been recomended by our
advocates many tines in the past, and so we have not only
| ooked at what we could do for this next plan year but what
we could also do preparing up for the next budget devel opnent
cycl e next sunmer which we have yet again start this process
and devel op the budget and tal k about what we want to do to
the plan for the next session, the 81st session which is
going to come up sooner than we all like in February of 2021.
So that's how we franed it.

W framed those in short-termstrategies, those

t hat we thought we could inplement as early as this next plan
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year and those that we thought would require nore dial ogue
with the executive branch, nore dialogue with the
| egi sl ature, and those would be ultinmte decisions as
supported in our approved budget fromthe next session.

So sone of those strategies, and I'|Il get to that

inamnute. But just alittle nore on what we did on the

strategic plan, you'll of see on page three where all of the
little red, if you have a color copy. |If not it's in gray.
That we -- we went through our goals. W felt that the goals

were pretty simlar. W went through our strengths,
weaknesses, opportunities and threats.

And one of our weaknesses, reaching all nenbers
consistently. W believe we are reaching them consistently.
It doesn't nean that we can't inprove upon these. But,
again, if we go back to the report that we provide to the
| egislature and to this Board every cal endar year on our
communi cations activities, you'll see that it's pretty
massi ve. But, of course, we can always inprove, but we
replaced that one with a struggling eligibility enroll nent
system You have heard Morneau Shepell already testify to
that or they wll actually here in a few agenda itens, as
wel | as PEBP staff have attested to that as early as the July
Board neeting. We did struggle a little bit through open

enrol | nent.
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W also | ost, not we, but the Board |ost final
approval for enployer contributions, rates and excess reserve
utilization so that changes the dynam c of the ability that
t he Board has to nake decisions and then inpl emrent
i mredi at el y.

As far as opportunities exist, we crossed out
on-line decisions support because we're not ready to inprove
upon the systemuntil we have what we feel is a well run
systemtoday. W don't want to add nore to it.

Direct hospital contracting, that we ended up
bar gai ni ng away with Honet owmn Health when we decided to
i ncorporate the exclusive provider organization plan nenbers
onto their network and hold Renown to a year over year cost
contai nment strategy. Although, I'mgoing to talk alittle
bit about later the potential to direct contract with Banner
Churchill which has been cl eared through Honmet owmn Health and
t hey shoul d not be conplaining or be concerned about that
process.

I ncreasing network providers. So what | have is
this cooment is, we're still coordinating better with our
current networks to ensure a conprehensive |level of fair
pricing exists, so it still is occurring.

Coordi nating assets with HPN. We have worked,

reached out to them They continue to provide us better
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reporting and we can see a little bit better under the
utilization of the progranms that they offer.

Leverage nore centers of excellence. W stil
are in the process of working with our partners and designing
or designating what those centers of excellence |ooks Iike
and that will lead a little bit nore into our conversation
about what we could potentially do to inprove upon the
network providers for certain disease states that | will go
intoinalittle bit.

But we did replace increase -- we added increase
vol untary benefit offerings and revisited the PPO benefit
contracting. Those are the things that we al ways have as an
opportunity. It doesn't nmean we need to nove forward on
those. And at this exact nonment we would not reconmend
i ncreasing voluntary benefits until the platformis working
as it is intended, but this does nean we have an opportunity
to do so, and then revisit the PPO network contracting. |
know t hat has been -- was brought up by M. Verducci every
Board neeting just to keep an eye on it based on the position
the Board was kind of painted into | ast year.

W al so are | ooking at cost containnment. Last
year we tal ked about nmandatory Smart 90 network. That is that
network with 90-day drug fills applied to the CDHP and that

there's an opportunity to potentially apply it to the PPO
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plan. And we | ooked | ast year at adding nore
pre-authorizations that's PA's or precertification, but there
is a cost and a benefit to those. And with our new partner
we have realized that we may have pre-certified things that
didn't add val ue but added cost to PEBP, and so we've reduced
those and we're watching it.

And then there's an opportunity eventually to
bring back wel |l ness programs. There was a question at the
| ast session as to what does PEBP do for wellness, and |
t hought wellness was a dirty word. So perhaps there's an
opportunity to start | ooking at and exploring and then
providing it back to the legislature to see if they are
interested in allowing PEBP to pursue that in the future.

Threats, we had was the new adm nistration 2019
supportive? You know, at this point in tinme we' re working
very well with the Governor's office, the Governor's finance
office. So we don't believe that there's any issue there.

Pol i cy deci sion-making potentially influenced by
political decision-making. Again, that goes back to the
final say that the legislature will have on the use of excess
reserves which neans they are dictating by default indirectly
the benefits that are being offered to the program and that,
of course, could potentially be influenced by political

deci sions versus by the policy board decisions that you all
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have had for the last 19 years.

The rest of those opportunities and threats in
the SWOT analysis remains the sane as far as we tal ked about
at the strategy session

A couple of things that, you know, the next
session on page four is this actual specific strategies that
we're looking to inplenment and did we do them One of the
t hi ngs was approve rates with gradual changes versus a sharp
i mpact that we've been snoothing out that process for -- for
years. A good exanple is that if we let the experience of
each of the tiers exist without any -- any snoothing, there
will be an opportunity for sone enpl oyees on sone tiers to
have a rate reduction while some enpl oyees on sone tiers
woul d have a rate increase. But when you put them
altogether, there was a way to flatten it for everybody so no
enpl oyee felt the actual hit. W have been doing that for
the |ast few years and that's not sonething that we may be
able to continue.

We al so | ooked at if there was an ability to
increase the rate by 12 cents or lower the rate by three
cents, did we even bother going through the programm ng of
pennies and we did. So that's what | nean by gradual
changes.

W al so were going to | ook at researchi ng and
CAPI TOL REPORTERS (775) 882-5322

75




© 00 N oo o B~ w N PP

NN N NN R R R R R R R R R
A W N P O © 0 ~N O O M W N B O

catal oging a conprehensive digital solution, we did get that
fromAon. That is sonething that we need to get updated, but
we are constantly and consistently | ooking at technol ogy and
applications that are | ow cost but high inpact to help our
nmenber shi p.

Revanpi ng the nenber dashboard, that was
conpl eted. Although, we do want it be inproved, it was
actually conpleted on -- well, it was conpl eted according to
this plan, and then to acknow edge and address the disparity
bet ween northern, southern, rural Nevada. W do that. W
believe that it has beconme conpleted. W have acknow edged
t hat .

We -- and one of the greatest exanples is that
there is arate -- a rate or excuse ne, an enployer
contribution reduction for the HMO plans, right, and now t he
HMO and EPO plans. And the difference between the enpl oyer
contribution percentage or the enployer contribution rate
that the state provides on the CDHP versus what was provided
to the HMO s many years ago was a 15 percent numnber, so it
was a 15 percent spread. W are now as of this session, we
have gotten that down to 12 percent. So we are bringing
t hose contribution |evels closer and closer little by little,
and we have been noving that needle a point or half a point

since the last -- |ast session.
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W al so recogni ze that there are three distinct
di f ferent marketpl aces, and those marketpl aces have their own
advant ages and di sadvantages. You have nore conpetition in
Sout hern Nevada. You have greater access in Northern Nevada
conpared to the popul ati on surge in Southern Nevada, even
t hough there's many nore providers in Southern Nevada, and
folks in rural Nevada still have to travel for care, right.
So we recogni ze the disparity.

As far as transparency, we wanted to inprove the
HMO reporting data to include nore programresults, and we
have reported that we can do that as of the third quarter
reporting that was presented | ast -- |ast Board neeting.

And, again, in our consent agenda, in our utilization report
you have the end of year reporting.

So what did we want to basically add to or let ne
back up. What are the specific strategies that we tal ked
about? W spent a good few hours, three, four hours talking
about all of the different opportunities around the table.
What were the things that we thought we could nove forward,
and there was a lot of them and then we dial ed back and
t hought, well, how nuch of this process can we really bite
of f and successfully inplenent based on the short-term and
| ong-term buckets.

And so for short-term there was three things
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that we thought we could do. And, again, we wanted to
potentially frane these on the use of or |ack of excess
reserves, and how could we if had to not necessarily avoid
but incorporate the lack of timng that we would now need to
i npl enent to get sone of these things off the ground due to
the new I FC requirenment. So adding the Smart 90 network from
the CDHP, we would be replicating that to the EMO plan. W
t hought there may be sonme cost savings there. W think that
that is a strategy worth expl oring.

We're al so | ooking at inplenmenting second
opi nions for high cost high value healthcare. Exanmple, |ike
oncol ogy di agnosis. There are different centers of
excel l ence |like the Mayo and C eveland Cinics, and they
report that there's mss diagnosis of cancer all the tinme and
then there's expensive cancer treatnent, as well as the pain
and suffering nmenbers have to go through and that could --
could be a benefit as long as that the return on investnent
is appropriate, right. If we are going to spend noney on a
second opi ni on process, we would hope at the end of the day
that we could track and we would track how many -- how much
care has been diverted fromthat was unnecessary and what
t hat cost was conpared to how nmuch we paid for that service.

One of our highest cost is disease states is

chroni ¢ ki dney di sease, and there's an opportunity that we
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can |l ook at or strategy to | ook at how we better manage that
popul ati on and see if there's ways to increase conpliance
with various reginmens to ensure that they don't continue to
be hi gher cost as they nove forward or any higher cost than
t hey al ready are today.

Long-term potential strategies, these are things
to consider for -- for actually for the budget devel opnent
for the next session. Stuff like tiered co-insurance, our
PPO networ ks today have this available in one fashion or
anot her, whether it be physicians or just facilities or both,
and basically it's another steerage process where if you go
to provider A for a service wwthin the network PEBP wi ||
honor the AD 20 co-insurance level. That's in our plan. But
if you go to provider B who is high quality, |ower cost,
maybe we | ook at 90/ 10, and so there's an incentive which
shifts the decision-making onto the nenber on where they go,
and PEBP wi Il honor that -- that decisionif it's -- if it
saves noney and it neets a mninmum|level of quality to -- to
reduce the -- you know, if it's reducing our cost, it should
al so reduce the nmenber's cost as well. So it's something we
can strategize and | ook at both of the networks to see what
t hat woul d | ook |ike noving forward.

Then there's a programcalled the Save On

Pharmacy program This programis sonething that we can
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adopt on top of or in place of our co-pay accunul at or
program The co-pay accunul ator program if you renmenber
sonewhat of a slightly controversial program W inplenented
for this plan year was that the manufacturers' coupons that
peopl e get for high cost drugs can still be used every nonth
wi thout fail, but the noney that is provided to themfromthe
manuf act urers does not go against their accunulator, their
deducti bl es, co-insurance and -- and out - of - pocket nmaxi muns.

So as they don't satisfy their out-of-pocket
maxi mum sooner in the air, we collect nore of those
manuf act urers' coupons, but one of the drawbacks is sone
folks will have to continue to pay any of the differences.
So this Save On Pharnmacy program basically provi des PEBP and
we need to continue to -- to check the legality of this. |
have worked with our DAG and she knows she's been assigned
to look at the legality of this to make sure it neets all of
the requirenents of the HSA plan |ike ours.

But the primary function of the Save On Phar nmacy
programis to designate certain high costs drugs with high
| evel s of co-insurance -- excuse nme, of coupons fromthe
manuf acturers as non essential. And if they are considered
non essential, they don't apply towards the formulary which
t hen applies towards the requirenents for deductibles and

t hose types of things, and we can actually set the co-pay for
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t hose drugs at the manufacturer coupon |evel.

So if you got a coupon that you get for $500
every nonth off of $5,000 a nonth drug, we can set the co-pay
at $500, and the nenber just hands us the avail abl e coupon
and they don't pay anything else, and it doesn't go towards
deductibles and it doesn't go towards out-of-pocket maximuns,
but the nenber has zero co-pay for this high cost drug for
the entire year. So the nmenber wins. W win because we are
able to collect that coupon throughout the year, and it's a
pretty inportant program It could save us mllions of
dollars. As long as it's legal we'll probably be bringing
this back for future discussion.

W al so tal ked about inplenenting di sease
managenent progranms or di sease managenent services. W have
sonme ideas on how to help better nanage those folks with
chronic disease so that way they get the best care that they
can while also being the nost cost effective.

There has been a request of PEBP over the years
to provide an orthodontia benefit. Instead of bolting on an
addi tional benefit wth additional dollars to orthodontia, we
could actually just build it within the current dental
benefit as an accessible item So you can go get root
canals. You can go get, you know, cavities filled, sealed,

teeth filled. You can use your annual maxi numto go towards
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getting orthodontia. So it's sonmething to | ook at,
recognizing if we do that people are going to use that
benefit nore, and so there will be a cost associ at ed.

And then last but not |east, we pitched an idea
out there at the strategic planning session about fairness
and how fol ks pay their premuns. You know, | as the
executive officer of the Public Enployees' Benefits Program
can absorb a 30 dollar increase in prem uns next year but can
every enpl oyee or retiree across the state do the sane, and
we believe the answer is no.

And so with that in mnd, is there an opportunity
to ook at tiering the anount of prem uns that nenbers pay
based on their income like a sliding scale. | wll tell you
ahead of tine that the major adm nistrative burden is to
effectuate this at the pay center level as to how they are
going to be able to collect those prem uns, especially as
peopl e pronote fromone tier to the next or fromone job to
the next. So it is we feel a very heavy lift, but it's
sonet hi ng we can expl ore.

These -- these are not the totality of strategic
options that exist. These are just what we thought we could
bite off and | ook at for both the near termand for the
long-term And when we get into the plan design discussion,

we' || push back to these again, and it's repeated there, and
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we'll talk a little bit nore about what these | ook |ike, but
this was what the strategic plan -- planning session was, and
these are the results, and | know we had a coupl e of Board
menbers that are here today that attended, both the Board
menbers down in Las Vegas. M. Verducci attended one day
here in the north. M. Packham did both days and Chair
Contine was there the |ast day.

So at this point I'mgoing to turn it back over
to the Board if you guys have anything el se you want to add,
those that attended. And then what we're | ooking for today
is basically input on this strategic plan, if you like it, if
you want changes, if you want to see additional things added,
if you want to see things taken out, and then at the Novenber
Board neeting we'll bring you a clean copy for approval to be
effectuated at that tine.

CHAI RAWOVAN CONTI NE:  Thank you, Danon.

Are there any questions or any discussion about
the strategic plan?

MEMBER PACKHAM  John Packham m nor, for the
record.

Regarding the disparities between north, south
and rural, I was wondering if we could just keep that in
t here sonehow. Maybe continue to address or sonething to

that effect because they haven't gone away.
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MR. HAYCOCK: For the record Danon Haycock.

Easily we can add that back in there with a
conti nued statenent.

CHAl RWOVAN CONTI NE: M. Verducci ?

MEMBER VERDUCCI: Yes, Madam Chair. | just want
to point out that it was a very productive day that | had up
there. | think we had all four seasons occur in about one
hour fromlightning, and we had helicopters goi ng above us,
and Danon was worried that we were going to spend $65, 000 on
an anbul at ory expense.

And but, you know, it's nice seeing the faces
that show up here and actually hear themtalk and their ideas
that they cane up -- they have cone up with, you know,
Spartan 90, EPO, Banner now being opened up for the fol ks out
in Fallon where they don't have to take a two-hour drive to
be seen, and | woul d encourage you to keep those going every
year.

And |'m happy to see the financial wellness back
on the table here as sonething we're going to be | ooking at
going forward. | think that's inportant that we have a
financial, you know, a healthy nenbership to keep our
cat astrophi c costs down.

CHAI RWOVAN CONTI NE:  Thank you.

Any ot her comrents or questions or discussion?
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Al right. | think that if there's no nore discussion, we'l
just let Danon go back and finalize the plan and bring it
back to us next neeting.

Ckay. So we'll move onto Agenda |tem Nunber
Nine. |'mhaving trouble followng along with nyself.

Di scussi on and possible action to update PEBP Board's duties,
policies and procedures to align with I egislative action
during the 80th session. And Danpon Haycock agai n.

MR HAYCOCK: Thank you, Madam Chair. Danon
Haycock for the record.

This -- we didn't add a report. W just provided
the actual red |line versions of the duties, policies and
procedures. There's sone housekeepi ng things changing the
dates t hroughout the docunment. There's sone granmatic
changes. | worked with our grammar expert and Deputy
Attorney Ceneral Brandee Moneyhan, who found these as she
went through. So thank you, Brandee.

But there's really two areas where there was some
significant changes, and |'mgoing to direct you all first to
pages ten and 11 and that tal ks about under our prem uns and
contributions and how we set rates the reserve policy. Back
in 2017 | presented to the Board and the Board approved that
t he basic uses of excess reserves and what they could be

dedicated to be utilized for because prior to that tine the
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policy itself said you could only use it to do certain things
even though the Board was naking policies to inprove benefits
and make other investnents, and so we aligned it back then to
what we actually were trying to acconplish and did

into the [ aw and

acconplish. And now based on what was put

the Appropriations Act in the 80th Legislative Session,
there's really -- the only ones who can choose what we do
with excess reserves is the legislature.

And so we took out on the bottom of page ten, the
top page of 11 what we were | ooking to use excess reserves
for, and then we printed out from and this is the mddle of
page 11, the exact wording fromthe Appropriations Act as to
how excess reserves could be utilized to include the

requi rement that it nust be approved by the interimfinance

commttee,

advocat es,

and everyone has tal ked about that to include our

but don't forget the | ast few words,

upon the

recommendati on of the Governor.

So if the Governor doesn't recommend it, it

appears, and Ms. Moneyhan can tell nme if I'"'mwong, that | FC

doesn't have anything to approve, and so it's got to go

t hrough a two-step process. Then noving -- well, three-step

process, thank you. There will be a recommendation -- well,

four really. PEBP will recommend to the Board. The Board

recommend to the Governor. The Governor will recomend
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to the legislature, and IFC w || approve it.

Then the next area that we did sone changes to,
you'll see starting on page 16 and into 17, we added sone
updates. One, we added the EPO plan which we shoul d have
added that |ast year but didn't, and then we added now t he
addi tional voluntary benefits for transparency on the mddl e,
top m ddl e page of 17.

And then last but not |east, back on pages 19 and
20, we adjusted some of the |anguage there. How we -- how we
used to create the enployer contribution differential between
t he HMO pl ans and the Consuner Driven Health Plan, and we
added the EPO plan in here now because that is married up
with the HMO pl an.

But we -- the purpose of that reserve adjustnent,
you know, there was a reserve adjustnent that we don't use
anynore. So we do not use excess and we haven't for years.
We don't use excess reserves to buy down the HMO rate.

And that -- the actual subsidy allocation, this
is further down on page 19, it's no |onger determ ned but we
changed it to recommend by the Board to the Governor during
t he agency request phase of the biennial budget, which is
what we do anyway, and that the | egislature through the
various nmoney commttees will approve the final enployer

contribution percentage for each bi enni um when approving
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PEBP' s budget, right. That's the result of the |ast session.

So we ensured that the rest of the | anguage here
was changed to adhere to that, and that it's based upon their
determ nation, and we plug it into our rate setting and as
Ms. Ervin likes to say turn a knob and out cones the rate and
that's what they will be for our nenbership.

And with that 1'Il take any questions.

CHAI RWOMAN CONTI NE:  Are there any questions?

| have a question. Do you update these every two
years?

MR. HAYCOCK: For the record Danon Haycock.

That's the plan. W can update them faster or
sooner based on what the Board would like or if we see

sonething that is mssing but, yes, generally every two.

CHAI RAWOVAN CONTI NE:  |'"m just asking because
the -- that |anguage changing the processes in the back, you
know, it's back |anguage. It's not in statute. So, you

know, each year it would nmaybe be updated if it's changed,
okay.

Are there any other questions? Do you just want
a notion to update the -- yeah, okay.

Ckay. So if there's no other discussion, is
there a notion then to approve the updates to PEBP Board's

duties, policies and procedure?
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MEMBER VERDUCCI: Madam Chair, | would like to
make that notion.

CHAl RWOVAN CONTI NE:  Ckay. | have a notion. |Is
there a second?

MEMBER PACKHAM  John Packham |'l| second.

MEMBER M TCHELL: Second, Jet M tchell

CHAI RAWOVAN CONTINE: A notion by M. Verducci and
a second by Dr. Packham Al those in favor or is there any
ot her discussion? Al those in favor please signify by
sayi ng aye. Any opposed?

(The vote was unaninmously in favor of the
notion.)

CHAI RWOVAN CONTI NE:  Ckay. The notion carries
Si X zero

Al'l right. NMwving onto Item Nunber Ten,
di scussi on and possi ble action to review and approve the
Mor neau Shepell eligibility and enrol |l ment system performance
i mprovement plan. And it |ooks |ike sonebody from Morneau
Shepell is at the table here in Carson City. Go ahead, sir.

MR. BORGES. Good norning. Bruce Borges,
B-o-r-g-e-s, representing Mdrneau Shepell. | amthe custoner
rel ationship partner assigned to PEBP and am here to present
a sunmary of the performance inprovenent plan that Mrneau

and PEBP have agreed to in relation to our role in supporting
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the enrollnment eligibility and billing managenent sol ution
for PEBP

We have constructed this plan because | ast year
we agreed to a series of enhancenents. These included
mgrating fromthe existing enrollnment platformto
Morneau's -- Morneau's nost current version, naking that
enrol I ment tool accessible and formatted to smart phones and
tablets, the integration of an expanded voluntary benefits
of fering supported by Corestream the automation of a nunber
of current adm nistrative processes noving from PEBF' s
current document nanagenent systemto Mrneau's system and
putting in place an HRAS feed and enpl oyer portal for agency
reps to automate data coll ection.

Wi | e these enhancenents were neant to be fully
functional and |ive by May 1st, sone were delayed to various
degrees. In the end we did not deliver all elenents of the
pl anned enhancenents. W are here to commit to our
partnershi p and have devel oped a performance inprovenment plan
with resources, mlestones and delivery dates that wll
resol ve these issues.

The key el enents of the plan include a nunber of
tactical itenms for conpleting the solution such as the HRAS
i nterface, decomm ssioning of the AX docunment managenent

systemcurrently in place and | aunching an on-line portal to
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capture data changes fromthe agency representatives.

Addi tionally, these include revisiting sone of
the areas of the delivered solution and fine tuning themto
better to deliver -- to better deliver to PEBP plan
partici pants and PEBP staff.

There are al so a nunber of elenents at the
partnership level that we will be adjusting that will help
avoid recurrence of these types of issues and provide a
better long-term solution for PEBP

Qur goal overall is to deliver a fully integrated
menber facing intuitive portal that will inprove the nenber
experience when enrolling in both standard nedi cal offerings
and Board approved voluntary benefits.

PEBP al so desires an upgraded client side system
where manual processes conducted by PEBP staff are placed
with less risky or replaced wwth I ess risky thoroughly tested
and val ued automated processes for eligibility and enrol | nent
and program servi ces.

Morneau Shepell shall create a fully integrated
benefits platformincorporating voluntary benefits where
possible into an intuitive industry |eading nenber portal and
will streamine to the extent possible based on PEBP rul es
and procedure requirements, all in scope client side

operations through collaboration with PEBP enpl oyers, and we
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will ensure a strategic and robust automation of interna
PEBP processes.

I n Novenber we will cone back and again in
January and again in March and finally in May to provide an
update on our progress and denonstrate our commtnent to
resolve all itens in the plan to PEBP s satisfaction by
April 1.

And with that | will take any questions you may
have.

CHAI RAWOVAN CONTI NE:  Are there any questions at
this point? M. Verducci?

MEMBER VERDUCCI : Thank you, Madam Chair. Tom
Verducci for the record.

| first want to acknow edge the reduction in your
cost from$1.78 to $1.50. That saves the plan well over
600, 000. And how are we in ternms of going froma paper
environnment to paperless? Howis the technology in terns of
your platforn? Are we seeing any inprovenents or where do we
st and?

MR. BORGES. Bruce Borges again for the record.
So that's a very good question.

W -- first of all, to your first point, again,
we are constantly | ooking at ways where we can partner with

PEBP to nmake our relationship and the services we provide to
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PEBP partici pants as val uable as possible. So we were happy
to make that change on the PEPMrate.

Regar di ng goi ng paperl ess, we have made
significant strides and continue to work on and that's al so
part of the performance inprovenent plan where we're putting
nor e aut omat ed processes in place and getting rid of the old
docunent managenent systemthrough the nore autonated Morneau
docunent managenent system

CHAI RWOVAN CONTI NE:  Are there any other
guestions or | don't know if PEBP staff have any comrents on
the plan or.

MR. HAYCOCK: For the record Danon Haycock. As
M. Borges has stated, PEBP has worked very diligently and
will continue to work diligently with Morneau Shepell on
getting this systemthat we all know and we all deserve to
have noving forward. W' re dedicated partners. W' ve been
wi th Morneau Shepell since | believe 2006. And as one person
has told ne nmany years ago the heartburn to replace the
system has to be less than the heartburn to keep a system or
it's a bad decision.

And so before we cone to the table and tal k about
t he potential changeover, we want to ensure that Morneau
Shepel | has every opportunity to provide a good system as

t hey have promised. W feel confident they will, and we fee
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confident that this performance inprovenent plan is a great
accountability for that to be showased. As M. Borges said,
he will be attending these Board neetings every two nonths
and will be reporting on the actual status.

The one from PEBP who's doi ng, you know, the
lion's work is Ms. Rich. She's been in charge of this
process, and so her and her teamw ||l be working wth a
desi gnated technical expert that will be onsite | believe at
PEBP in a couple of weeks, and they are going to manage this
process novi ng forward.

W' ve al ready seen sonme great strides by Mrneau
Shepell fromwhat we were handed in May 1st to today, and we
believe that they are going to be able to neet those
requi rements by April. If not, it won't be a surprise
because you'll see themcom ng up here in Novenber and in
January and in March, and you'll know just al nbst as soon as
we do if they are going -- if they are going to make good on
it.

But if you recall we had sone concerns with
anot her vendor many years ago where we were concerned about
the client side service and the custoner service, and they
turned it around using the same exact process, and so it's
not in PEBP s best interest to walk away fromlong-term

partners, but it is in our best interest to hold them
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accountable, and that's all | have.

Laura, do you have anything el se you want to say?

M5. RICH For the record Laura R ch.

| just wanted to address M. Verducci's question.
We're actually starting that testing process in md-Cctober
and we hope to go paperless, I'mcrossing ny fingers, by
January.

MEMBER VERDUCCI: Geat. It's nuch easier
wi t hout having to funble through paper and we're in a digital
age. So good to hear.

CHAI RAWOVAN CONTI NE:  Are there any ot her
guestions or anything else? Anybody? |If not, | just wanted
to note on the last -- it says a target resolution date of
1-31-19 on the very last row so | just think that should
probably be '20, right, 1-3-20.

And then the other thing | would ask, you know,
as we cone back and | ook at this and when we have these
target resolution dates that it's very clear that if a date
hasn't been net in this that we have sone indication of the
original date and then an explanation or a status on why the
original date wasn't net.

So for instance if we cone back, you know, and
this |last one says 2-28-20, you know, if it's just replaced

there then we woul d have to go back to the origina
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spreadsheet to know that that was changed. So if there are
changes and dates and things aren't being nmet that it's clear
in the information that we receive, so that we know -- and
it's fine. | mean, sonetinmes target dates have to change,
but we should know when they do change, a way that this could
be set up so we could know that and then any expl anation of
why. That would be ny only comment.

All right. So do you want to nmake a notion to
approve this, okay. So is there a notion to approve the
Mor neau Shepell eligibility enroll nent system perfornmance

i nprovenent plan with obviously the date change, the one

typo?

MEMBER PACKHAM  John Packham for the record.

| nmove that we approve the plan with changes
not ed.

CHAI RAWOVAN CONTI NE:  Ckay. |Is there a second?

MEMBER M TCHELL: Second. Jet Mtchell, Las
Vegas.

CHAl RWOVAN CONTI NE:  Thank you. So there's a
notion and a second. |Is there any other discussion?

MEMBER VERDUCCI : Madam Chair, Tom Verducci

In terms of the discussion, should we have a date
be brought up in April. Should there be a date that's

i ncorporated with deliverabl es?
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CHAl RWOVAN CONTINE: | think all of the dates --
well, is there the target resolution dates are in the --
we're going to go ahead -- we're going to get an update every
or every six weeks or two nonths. So go ahead, Danon.

MR. HAYCOCK: For the record Danon Haycock.

That date that M. Borges nentioned is the do or
die date for us receiving everything, but each date within
t hese target resolution dates are for each specific area.
And, no, we're not going to replace the dates wi th new ones.
| f we push those dates, it will either add another colum or
it will showit in the status as you see on page -- page --
the page nine that you'll see that there's this contract and
t hey have specific dates even though they happen to match the
ease of things change. | think that's where you'll see it.

CHAI RAWOVAN CONTI NE:  The April date,

M. Verducci, is on page eight. It's right --

MR HAYCOCK: Yeah.

CHAl RA\OVAN CONTI NE:  -- April 1st.

MEMBER VERDUCCI : Thank you, Madam Chair.

CHAI RAWOVAN CONTINE:  All right. So all those in
favor, is that where we are, please signify by saying aye.
Any opposed?

(The vote was unaninmously in favor of the

notion.)
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CHAI RAWOVAN CONTI NE:  Ckay. The notion carries
Si X zero

And we're noving to Item Nunber 11, discussion
and possible direction fromBoard on potential design changes
for plan years '21, '22, '23 for which the Board requested
additional information and cost to be presented at the
Novenber 21st neeting. And for PEBP is Danon Haycock.

MR HAYCOCK: Thank you, Madam Chair. Danon
Haycock for the record.

Simlar to the last few years and basically on
Board policy, we bring to this Septenber Board neeting ideas.
Unl i ke what M. Unger had stated, we're not making
recomrendati ons today. We're just presenting ideas, and we
want to know what you all think, and then we will cone back
i n Novenber and actually nmake those recomendati ons on any of
the el ements that you would like us to | ook into.

The beginning of this report, bottom of page one,
it leads into page two is a reserve reconciliation we've been
providing for the past few years. |It's kind of paint by
nunbers approach. So you can see where all of the nobney has
come in and where it is being earmarked. So we closed | ast
fiscal year at 150, 000,000 and change and that becones our
starting cash on hand, and of that we have to set aside our

required reserves.
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The first set of reserve nunbers there are what
is legislatively approved in our budget. So those figures
have been approved by the |egislature, have been approved by
the Board when we initially presented them and those are our
starting figures.

Then what we do every June 30th of each year is
we go in and we | ook at what are the actual HRA bal ances on
all of our HRA accounts to include those on the CDHP, as well
as those on the Medi care Exchange or on via benefits and so
we | ooked at those and as of June 30th that nunber was about
2.4 mllion dollars higher than what we have in the HRA
reserve budget for, and so we backfilled that HRA reserve
budget with 2.4 mllion of that 150,000,000 cash on hand to
make that at 100 percent funded.

W al so receive every sunmer from our actuaries
the -- the projections for the incurred but not reported or
| BNR reserve, as well as the catastrophic reserves and from
their estimation on the speed at which we pay our clains, as
well as the fact that our clains costs have increased from
one year to the next. Those 34 high cost clainmants have
sonmething to do with this as well that the I BNR reserve
needed to increases.

M. Ervin asked if we could have these separated

out. | literally copied the old table and updated it. W
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did get it separated out by our actuaries and | can provide
t hat noving forward, but they project that we need in
totality over both plans an additional 4.4 mllion to nmake
that reserve at the level in which the Board sets its
policies. So let's not forget that Board policy for many
years is to set that reserve at a 95 percent confidence | evel
whi ch neans 95 percent of the tine we're going to have enough
noney to handl e anything. That is an increase anmount on top
of what the normal projection reserve would be. So based on
policy, Aon sets the reserve |evel

Then noving forward onto the next page, on the
top of page two, you'll see that increase to the cat reserve
and there was not an increase. There was actually a
decrease. And so what you'll see, there's no parenthesis
around it because that noney is comng back to the plan. So
there isn't a 400 dollar increase to the cat reserve. |It's
actually a decrease cat reserve or catastrophic reserve, and
that's based again on the utilization and their projections
and that is across both -- both plans as well.

So what does that |eave us with? If you started
150, 000, 000 and you took away all of the legislatively
reserved figures and you added back or you took away the HRA
and I BNR i ncreases and then you gave back 400,000 fromthe

cat astrophic reserve, that leaves us 12.9 mllion dollars.
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So that's the anount of avail able reserves as effective for
July 1 after closing of fiscal year for this -- for the next
two years. And so 12.9 million dollars is the anmount of
noney.

And then we | ook at, well, what are we required
to spend on that already? As we all know, the |legislature
approved a 400 dol |l ar enhanced CDHP HSA/ HRA funding. W had
a mnor amount of equi pnent replacenent, and we reclassified
one of our personal staff. It's a very small anmount of
funds. The nost, | think about 9.5 of that 9.6 mllion
dollars is HSA and HRA funding and it went out the door
July 1. It's gone because there was no requirenents attached
toit. There is no earning process where that would filter
in over time. So that noney is gone. It's already gone.
It's al ready deduct ed.

Then we al so have a | egislative requirenent
t hrough our budget to provide $3, 000,000 worth of additional
HSA/ HRA fundi ng next plan year. So once you earnark that
noney and you earmark the noney that we have already spent,
that |eaves us with just under $240,000. And if you recall
one hi gh cost claimaverages $220, 000 on the CDHP, and |
think it's closer to 270 on the EPO. So that's one claim
away frombeing gone. It's two clains away from going

negati ve.
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And so normally | get to conme here to you guys
and say look at all of this noney we have. Let's talk about
how we're going to carve it up and spend it on benefits and
di fferent popul ations and see who we can take care of, but
today | don't see the noney there. W don't see it.

And, again, if we do the quick math, seven and a
half mllion dollars were spent on high cost clainms above and
beyond what we spent |ast year. Another four and a half
mllion dollars was spent in I BNR reserves. Another -- so
that's -- that's 12,000,000, and then we al so have given out
nine and a half so that's 21 and a half there. W need to
give out three next year so that's 24 and a half. W had to
i ncrease the HRA budget anot her 2,000,000. There's
26, 000, 000. There's all your excess reserves. They are
al ready marked.

Now, does that nmean this tine next year that
we're going to conme back and say, |ook, we're at zero? Well
we don't know how the rates are going to react and to be
conpletely transparent, the rates the Board approved in March
are not the rates that we ended up getting in May so we don't
know what it's going to look like. It could be higher. It
could be lower. It could be negative. W may have to dip
into catastrophic reserves or we may be flushed with four to

$5, 000, 000 of excess. W don't know, and we're not going to
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know until the end of the year because we're not going to see
those clainms come in for the totality of that rate collection
until the end of the year.

And so al though we have all of these strategies
and we have tal ked about things and we have incl uded what,
you know, Dr. Unger had submtted in public comment, and we
recogni ze what the Nevada Faculty Alliance is asking for,
it's not that PEBP isn't in support of these ideas. It's
that we can't show where the noney is at. And if it does
materialize, we won't know until this tinme next year because
as of today we only show if we have to give out $3, 000, 000
next year in HSA or HRA funding $235,000 |eft.

So what does that nean for the environment of
PEBP? Well, that neans that anything we do on an increase
and benefits has to cone at a cost savings, right? W're
going to have to offset and at | east have a return on
investnment of one to one in that first year or then we're
arbitrarily increasing the cost of this plan, and I'm
concerned that 1'll have to testify to the interimretirenent
benefits commttee and to the IFC and again to the
| egi sl ature through their full session why -- why PEBP
i ncreased their cost when they funded a specific benefit
plan, a benefit plan design, and so it's just sonmething to

t hi nk about as you all direct PEBP as to what you want us to
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i mpl enent .

So the short-termand | ong-term strategi es have
been repeated fromthe strategic planning agenda item and
you'll see there's an additional one which is the advocate
request strategies, and they wanted these strategies or they
wanted this plan benefit design to be inplenented July 1 of
next year, and we don't see that there's funding for it
today. And | will tell you right now that nunber is not
goi ng to change by Novenber, but it doesn't nean that sone of
these things aren't good things for our nenbership or we
can't build theminto a budget enhancenent item noving
f orwar d.

And so there's a |ot of strategies. There's a
| ot of opportunities. Any nmajor benefit design PEBP
recommends, and we're not reconmending for a vote today, but
PEBP will be recommendi ng that any change -- any significant
change to the programbe built into our budget subm ssion
next August, and we're willing to work with our advocates,
with RPEN, AFSCME, Nevada Faculty Alliance and have them give
us what they are |looking at and build that unit for your
approval to go into the budget, and then the Governor's
office and the legislature can nmake that decision. So we're
not trying to cut out anybody. W're trying to enpower al

parties and give them an opportunity to have this go through
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the Governor's office and the legislative office for fina
approval .
So to reiterate the short-termthings that we see

t hat can be explored for the next Board neeting i s narrow ng

the network for that Smart90 day fill on the EPO plan,

i npl enenti ng second opinions for the high cost -- those high
costs services and -- and trying to address chronic kidney
di sease.

One of the things we put down in |ong term which
is inplenmenting additional di sease managenent prograns, we
think we may have a way to just increase the |evel of
provi ders that address those diseases that nmay be able to
provide certain services and options to our nenbership
t hrough -- through bringing theminto the network to address
that earlier. That will be offset by a cost savings and
claims. So instead of clainms going for one thing, it could
go to these other services, and we'll bring that to you guys
i n November.

We al so have M. Ervin's request and we have no
problem He asks for those every -- every year and we have
no probl emredoing the analysis and updating those again and
bringing those back. But if -- if there's anything you don't
want to see or if there's anything additional that you

haven't heard today and you do want to see, that's what we
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need to do, and we can go back and get our partners to price
t hat out and show what that's going to |like ook for the
Novenber Board neeting

["1l turn it back to you, Madam Chair

CHAI RAWOVAN CONTI NE:  Are there any questions or
coments or di scussion?

MEMBER PACKHAM  John Packham for the record. |
just want to confirmthat what Kent requested have to have
cost out to be done.

MR HAYCOCK: Uh-huh. For the record Danon
Haycock

He asked for things |ike deductible reductions,
out - of - pocket reductions, waiving the fee for or waiving the
co-pay for vision. Al of those things he submtted in
public comment were all submtted in the witing, and it's
posted on our website. W' Il take directly fromthere and
cost those out.

MEMBER PACKHAM  Because | think it's inclusive
of what M. Unger is requesting.

CHAI RAOVAN CONTINE:  |I's there any other --

MEMBER M TCHELL: Chair Contine?

CHAI RWOVAN CONTI NE:  Go ahead.

MEMBER M TCHELL: Jet Mtchell.

Chair Contine, | have a question for Danobn
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Haycock. At the beginning of your remarks you said that you
were not adding additional itens for deeper analysis in
Novenber. | just wanted to clarify the beginning of your
comrents because | wanted to add one future agenda itemfor
consideration in Novenber

MR. HAYCOCK: For the record Danon Haycock.

| don't think | heard you correctly, but we are
here to add whatever we need to for this. It's not that --
it's your call. This is your opportunity as Board nenbers to
give us direction, and we will add whatever it is that you
deem appropri at e.

MEMBER M TCHELL: Chair Contine, Jet Mtchell for
t he record.

| would Iike to propose a future itemfor
consideration for Novenber to add an itemon the agenda in
Novenber to investigate where using Centers of Excellence
woul d be cost effective and provide better health outcones
for PEPM -- PEBP nenbers and all covered by PEBP.

CHAl RWOVAN CONTI NE:  Okay. |s there anybody --
anybody el se?

So | just want to drill down a little bit on
sonet hing you said earlier that 95 percent on the reserve,
and can you kind of explain that a little bit nore. You said

it was a policy. |Is that a witten -- is that in the witten
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policies of the Board and just kind of give the history of

t hat .
MR. HAYCOCK: Yeah, for the record Danon Haycock.
This -- this 95 percent confidence |evel predates
me. | don't knowif it -- how nmuch it predates or if it does

predate the inplenentation of Consunmer Driven Health plan

My understanding is it was inplenented at | east as far back
as then. W have fol ks from Aon here who may be able to help
out, but it is a conservative policy to ensure that we never
have to go back to the | egislature and ask for funding.

So back in 1999 the commttee on benefits was
di smantl ed and the Public Enpl oyees' Benefits Program was
created in response to sonme concerns over a |egislative
council bureau audit and health benefits of the state.

Then in the first two years, 1999, the session,
inthe first two years the then executive officer had to go
back to the | egislature and ask for 20, 000,000 doll ar
bai | outs because of the solvency of the plan. And so from
that a series of policies and processes have been
i npl enented, a couple through statute but nostly through PEBP
Board policy. One is the -- through statute based on the
budget award process, the inplenentation of a catastrophic
reserve, right. And then how -- how to set those reserves,

that 95 percent. | have to do sone homework on to get you
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t he exact answer, but | knowit's been here. As long as |'ve
been here, | know it was here. It predated nme. M
predecessor had it. | don't know how rmuch it predated him
So we can go back but it's a conservative process and policy
that the Board sets.

Here's kind of the trick to it, the Board could
potentially change that, right, but then that is changing the
overall required reserve level for those two reserves that
t hen woul d have to go I would assune to | FC for approval
because we're changi ng how t hose buckets of noney | ook |ike,
and so | think the policy can be approved, but then we would
have to release the funds. | have a suspicion they would
rel ease any fundi ng back into excess reserves that they woul d
want to have a say in on how it was spent. So just keep that
in mnd how that -- would you agree, Ms. Mwoneyhan? | see
your head nodding. That's the legality part of it.

Go ahead, Madam Chair.

CHAI RWOMAN CONTI NE:  So doi ng an anal ysis, doing
sone type of analysis of the reserve |level, the percentage
woul d require | FC approval even if we weren't spendi ng any
noney?

MR. HAYCOCK: No. For the record Danpbn Haycock.

| apologize. | took it three steps forward.

Analyzing it, we can do it easily. Changing it nmay require
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| FC approval ultimately or |egislation.

MEMBER M TCHELL: Chair Contine, Jet Mtchell

| have a clarification question for Danon
Haycock. Wen you tal k about the analysis, would that be an
i ndependent anal ysis, an actuarial independent or woul d that
be Aon anal ysis?

MR. HAYCOCK: For the record Danon Haycock.

It could be either. |If we are going to have an
i ndependent party that we don't have on contract performthe
service, we have to go through the state solicitation
process, devel op an RFP, evaluate bids and then put in place
a contract for another entity to do this. W can try to get
creative and see if there is already an entity with the state
t hat perforns these services that we can piggyback on their
contract. | don't knowif we can do that, but | guess it al
depends on what anal ysis specifically.

Do you want to analyze if Aon is actually
appl ying a 95 percent confidence |evel or do we want to
analyze is 95 appropriate or do we want to analyze -- you
know, it's really what is the question being asked w ||
determ ne the process noving forward.

CHAI RWOVAN CONTI NE:  And why is that? Could Aon
do sone of it or is that -- is that why? So explain that,

pl ease.
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MR. HAYCOCK: So for the record Danbn Haycock.

If you want to know | i ke the history of it, why
it was put into place and what is the process that Aon does
to provide a 95 percent confidence level, | can tell you
today it's a 30 percent |oad on the reserves, right. So
that's what the math is, but we can ask themto articulate
exactly their process in determ ning what that should be and
why they chose a 30 percent |oad which equals 95 percent, and
| can have Aon do that very quickly.

I f you want an anal ysis done that says is that an
appropriate way to run a plan, that then we can al so ask Aon
to do, and they can go back to their book of business and see
and conpare us to the rest of their clients and determ ne
yes, we have this many clients that do it or this many
clients don't or you're the only outlier or we can go to an
i ndependent third party and say what do you guys think, go to
anot her actuarial firm like a MIligan or a Segal or a
Bel oit or whoever and say we want to pay you to determne if
we are over conservative, right, ultra conservative, right?
Are we too conservative? Do we need to rel ease sone funds or
are we with best business practices.

This wasn't the question asked but |I think it's
important to state. As costs of care go up our clainms wll

go up which will drive our required reserves up and every
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time we give out nore noney in HSA and HRA funding, we add to
t he HRA bal ances of our HRA reserve and if people don't spend
it that goes up.

Every time our enrollment goes up, we have to
give out nore HSA/HRA funding even if it's on the HRA side
i ncreases that reserve, and sone of you were on the Board, |
don't think many of you were at the tine. It was in 2017
t hat PEBP came and reconmended we reduce the HRA reserve from
100 percent funded to 85 percent to neet a budgetary need
that we thought we had to for that 2017 session.

Actually, I think I didit in 2016 for 2017,
right, and it turned out that the budget concerns that were
com ng out of the budget office at the tinme, the revenue cane
in fromthe economic reformrefine, and we were able to fund
it 100 percent, but we've |ooked at it before on that
specific reserve that doesn't have a 95 percent confidence
| evel and thought about reducing it because we are convinced
that all of the nmenbers that have an HRA today cannot spend
all of their HRA bal ances in one year.

And at the tine we did the analysis it averaged
somewhere around 60 to 65 percent of the funding was utilized
and in the worse year it was sonething around 72, 75 percent
and so we added a buffer of ten and said we can rel ease about

| think at the time about $5, 000,000 back in to cover -- to
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cover benefits.

So there's -- there's all kinds of things we can
do, but | know that once you make specific changes to your
budget categories, the budget office gets involved and then
the IFCwll want to get involved. So that's just sonething
to think about, but we just need direction on where you want
us to go with the analysis. Do you want us to pitch it to
Aon or do you want us to go for an independent one that may
add sonme tine but could al so be val uabl e.

CHAI RAWOVAN CONTINE:  I'mnot really advocati ng
anything at this point. | just -- | just -- | nean, it seens
i ke we just continue to have reserves, and now there's
limted ability to even, you know, consider plan needs to get
sone of the, you know, spent down. And so, | don't know, |'m
just -- you know, and | know, | understand that if the
reserve -- if the reserve percentage is |less and that just
goes to excess and we still have the sane problem but it
just seens |like we're holding a ot of noney that we're not
able to utilize for plan participants, and so | was just
curious of maybe that |ooking at sone of that could -- could
possi bly alleviate sone of that. So that was -- that was the
reason for mnmy question.

MEMBER PACKHAM  This is John Packham for the

record.
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| do forecasting in ny day job. |'mweary of
critiquing people who do that, and |I appreciate all of the
vari abl es that have to be considered. But | think and |I hope
|'mnot a mnority on the Board, at a mninmm| would
appreciate a presentation on their nethodol ogy and the
assunptions built into those so | can go back and | can
explain or defend, you know, ny votes on this Board and what
we do or think about doing with reserves.

MR. HAYCOCK: For the record Danon Haycock.

We can definitely task Aon to provide that at the
Novenber Board neeting and wal k through how the I BNR and
catastrophic reserves are set. PEBP can take the |ead on the
HRA but, again, it's just 100 percent of available funds, but
we can add in sone utilization nunbers so you can see how
much they are actually using of those funds every year, and
then excess is just what is left over, right.

| think it's inportant and pl ease stop ne if you
di sagree but PEBP has had excess reserves every year since
the inception of the Consuner Driven Health Plan and every
year sonmeone who is in ny position wll sit there and say we
think it's going to go away and every year it's not, and then
we close the fiscal year and we have a bunch of nobney and we
backfill any other reserves and we still have a bunch of

noney. So it becones kind of a who can -- who can cone up
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with the best idea on how to use them

We all knew, | know, my predecessor knew, his
predecessor knew or actually his predecessor, | don't think
she created excess reserves. | could be wong, but we knew
that they were eventually going to dw ndle, and we cannot
devel op a programthat is based on utilizing excess, and so
our plan benefit design that you all approve in its totality
i s supposed to, | thought was supposed to neet the needs of
the menbership that utilize it.

And if there's a need we're not neeting, we don't
have to have excess reserves or create excess reserves or
shift other required reserves to neet that need. W can
devel op an increase in benefits to provide our nenbership and
then ask to cost share that with the State. So we have
options. It's not just, well, we're going to wait for excess

reserves before we start | ooking at additional healthcare

benefits.

So before | continue, those in Vegas, can you
still hear ne?

MEMBER M TCHELL: Yes.

MR. HAYCOCK: Ckay. Thank you. W nust have had
a call in nunber that was reserved.

So with that, there are other nechani sns that

health plans use to increase or decrease benefits and
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i ncrease and decrease costs, and we don't have to rely on
this excess reserve bucket every year if in doubt or if
i ndeed, excuse nme, that that noney gets shifted to required
reserves. There's nothing stopping us. And to be honest, we
ask for nore noney every session, and so far we' ve been
getting nore noney every session in state contributions, and
rates have been flat or gone down. So I don't knowif it's
out of the realmof possibilities to | ook at sonme of the
things that we want to do for our nenbership and just build
theminto our budget subm ssion and see if they want to
support it.

CHAI RAWOVAN CONTI NE:  So that woul d essentially
i nvol ve costing out then those |long-term strategies as well
by Novenber ?

MR. HAYCOCK: For the record Danon Haycock.

For those long-term strategies we can do sone of
t hose, but we're not asking -- | don't think it would be fair
to ask the Board to nake a decision on what we're going to
subm t August 30th or 31st of next year by Novenber. | think
we'll T up sone nore of those conversation in Novenber and
' m sure between now and then there will be nore
conversations. | plan to get with RPEN, AFSCMVE, the Nevada
Faculty Alliance and cone up with sone strategies that we can

build into our next budget that we will also talk about in
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Novenber. We don't necessarily need approval on those, but
then we'll bring it back in January, and then in March is
probably the tine we really need to tal k about approving
these so we can actually go forth and build the budget.

CHAI RAWOVAN CONTI NE:  Ckay. M. Verducci, do you
have sonet hi ng el se?

MEMBER VERDUCCI : Yes. Tom Verducci .

As part of this analysis we will be incorporating
RPEN s and Nevada Faculty Alliance's suggestions in terns of
this iten?

MR. HAYCOCK: For the record, yes. The answer is
yes. Even though | know it sounds |ike we don't have noney
and | don't believe that we do in the manner in which we've
structured our required reserves, we're still going to
performthe anal ysis by Novenber on everything and as they
have asked for.

MEMBER VERDUCCI: So this is an analysis as we as
a Board no | onger actually approve the expenditures of excess

reserves so | think it will put us in a position to see what

the cost would entail. So | think it's a good idea.
CHAI RAMOVAN CONTINE:  So -- okay. So for -- is
t here anybody el se that has -- that wants di scussion on this

or has questions on this agenda iten?

So just to see if | can kind of sunmarize what we
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tal ked about. So you're asking for a reconmendation that we
essentially request that you cost the short-term potenti al
strategi es so one, two and three for Novenber for discussion?

MR. HAYCOCK: For the record Danon Haycock.

That and what Ms. Mtchell has asked for for the
Centers of Excellence which Dr. Packham for Aon and NFA's
request.

CHAl RWOVAN CONTINE:  Right. Right. So you've
asked for one, two, three.

MR HAYCOCK:  Yeah.

CHAI RWOVAN CONTI NE: And then Ms. Mtchell has
asked for cost for Centers of Excellence, and then there has
been additional discussion that's not in the request to cost
for the Faculty Alliance and M. Unger's group. They are
aligned, their requests that were submtted. So that would
be essentially the notion.

And then the presentation by Aon we'll just dea
with under a different agenda itemor do you want to
incorporate it into this in some way? 1|s there going to be a
cost to it or?

MR. HAYCOCK: For the record Danon Haycock.

| think we'll build that into the agenda as a
separate itemthat we can go through the process that we have

today to assign that agenda nunber.
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CHAI RAWOVAN CONTI NE:  Ckay.

MR HAYCOCK: | don't think we can truly get into
it today because it wasn't agendi zed.

CHAl RWOVAN CONTI NE:  Ckay. Al right. | just
wanted to clarify what the -- what the notion would be. So
if we're ready at this point, is there any additional
di scussi ons or questions or?

MR HAYCOCK: Do you want to entertain public
conment? It's up to you

CHAI RAWOVAN CONTI NE:  Ckay. So the notion --

MEMBER M TCHELL: Chair Contine, | have a

guesti on.

CHAI R\OVAN CONTI NE:  Oh, go ahead.

MEMBER M TCHELL: Chair Contine, Jet Mtchell for
the record. | have a question.

In the advocate requested strategies which is
Dr. Unger's UNLV Faculty Senate Enpl oyee Benefits request,
t hose included the dental nmaxi mum and the | owering the
deducti bl es for the high deductible and those benefit
i ncreases were included, but then the Nevada Faculty Alliance
request ed proposal also included the no cost preventative
services and the vision examas well. So | just wanted to
clarify that the asks were fourfold on for Dr. Kent Ervin and

twofold on Dr. Unger, just for clarification purposes for
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what the advocate requested strategies were.

CHAI RWOVAN CONTI NE:  Yes. So the motion would be
that, plus the short-termoptions one, two and three in the
report and your other request for costing the Centers for
Excell ence. So that would be the notion to bring back to us
those things in Novenmber. |If | have that right, can | get
t hat notion?

MEMBER M TCHELL: | will nmmke that notion, Chair
Contine. Jet Mtchell for the record.

CHAI RAWOVAN CONTI NE:  Thank you. |Is there a

second?

MEMBER LAMBORN: Leah Lanborn. Second the
not i on.

CHAI RWOVAN CONTI NE:  Ckay. So there's a notion
and a second. |Is there any other discussion? GCkay. Al

those in favor please signify by saying aye. Any opposed?

(The vote was unaninmously in favor of the
notion.)

CHAl RWOVAN CONTI NE:  Ckay. The notion carries
six to zero.

Ckay. So we're noving onto the executive officer
report. This is an informational item and not for nothing,
Danmon, but we heard fromyou a |ot today so, you know. No,

' mjust joking.
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MR. HAYCOCK: So for the record Danbn Haycock.

| will be reading page by page word by word this
report to you.

CHAI RWOVAN CONTI NE:  What ?

MR, HAYCOCK: No, I'mkidding. There's only
three things on this report that | wanted to share with you
out side of any other agenda item It was the only place we
could put it. One, we are very proud to receive URAC
accreditation for Core accreditation for a three-year period.
URAC has done away with it, and there is no repl acenent
accreditation programthat we can participate in. So we were
the first and only and now we are the | ast public sector
entity to have been accredited for quality standards on a
hi gher national standard requirenment, but that thing wll
tail out April 1st, 2021 with nothing to replace it.

W are -- one of the reasons why we were able to
wite out the adm nistrative fees for the Medi care Exchange
for the HRA administration is because they were going to
replace their third party adm nistrator who we were pushing
the funding to for that process to an in-house design but
based on the ability to make paynents to our nenbership for
HRA rei nbursenents, we ran into a couple of stunbling bl ocks,
and we need a little bit nore tine to nove forward with that.

So we're still going to utilize their third party
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adm nistrator through it | ooks |like March, and then in March
we' Il have a period where we will nove fromtheir
adm nistrator to the internal WIllis Towers Watson benefits
management process. From a menber perspective, they
shoul dn't see any changes so there shouldn't be a probl em but
we w il notify themthrough appropriate communi cation
channels closer to March if there's any delays in the
rei mbur senent.

And then last but not |east, we reached out to
Banner Churchill Hospital to try to find a way to bring them
back into the network. It's sonmething that was affordabl e.
We have been able to take the first steps in discussing and
negoti ating energency services because those are causing
bal ance bills for our nenbers, and we have cone to an
agreenent that we are putting pen to paper on so that way we
can continue to have our folks go there, and that there won't
be any bal ance bills to our nenbership.

They were exenpt fromthe bal ance bil
| egi sl ation because they are a critical access hospital. So
they are the only hospital systemthat we do not currently
have on network, and we're going to be able to have a direct
rel ationship with them W reached out to Honetown Health
providers to see if they would have any concerns about us

having that direct relationship. The conversation | had | ast
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week is, no, they had no problemwth that, and so we wll be
able to inplenment a three-year agreenment w th Banner

Churchill to provide energency services to our nenbers at a
-- at a certain affordable rate, and they have agreed to a
cost control keeping that rate flat for those three years.

So we think it's the best deal we're going to
get, and we don't |ike having our nmenbers get bal ance billed
out in Fallon, Nevada. So we're going to with -- we're going
to bring you back the contract. If you decide you don't want
to approve it, then we won't nove forward on it, but in the
nmeantime we're going to devel op that contract so you can see
what it | ooks |ike and hopefully by the Novenber Board
neeting, and that's it.

CHAl RWOVAN CONTI NE:  Thank you, Damon. It's
al ways nice to hear fromyou

Al right. Are there any questions for Danon?

Al right. W'Ill nove onto Item Nunber 13,
public conment.

Ms. Lockard, do you want to go first?

M5. LOCKARD: Thank you very nuch. For the
record Marl ene Lockard representing Retired Public Enpl oyees
of Nevada, and I'll be very brief and hopefully a little bit
nore coherent.

Wth respect to the discussion on excess
CAPI TOL REPORTERS (775)882-5322
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reserves, |'mconcerned that this whole issue is getting
overly conmplicated. As advocates we would like the review
and study done by third party, nunmber one. Nunmber two, we
have never advocated using excess reserves for ongoing,
one-shop nmoney, if you wll, for ongoing expenses. In the
past what we have denonstrated where we have had benefits

t hat had been reduced restored for just a limted period of
time. We went through enough tine that we were able to

per suade Danon to put those enhancenents back in the base.

So when we're tal king about additional benefits
we are tal king about adding them back into the base and are
not advocating. |It's a Cardinal Rule not to use one shop for
ongoi ng expenses, but we do maintain that and especially with
respect to the Medicare retirees, and | have said this
before, but when the Medicare retirees exited the system
they are saving the state, and Danon and | disagree slightly
on we're between 10 and $20, 000, 000 a year of the savings
that go back to the state each year. That isn't being
expended.

So our concern is that excess reserves stay
within the health plan system and not eventually be swept to
go into other general fund activities, and that's why we
think it's inportant to get a final reconciliation of exactly

where we are and what can be funded long term not short
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term so.

And, you know, now increasing the requirenents
for the required reserves is sonething new being discussed so
I'ma little concerned about that. W' |l have conversations.
Thank you.

M5. MALONE: We're al nost afternoon, so good
norning to the Board. Pricilla Malone with the AFSCME
retirees.

And | just want to say, of course again, nme too
to everything Ms. Lockard said. But for historical reference
points, | think this point needs to, and | brought it up
before and rem nded the Board, but we've got sonme new
nmenbers, and we're now through another |egislative session so
and | expect M. Haycock will correct ne if I'mwong, but
just so the Board is clear, when M. Haycock references his
predecessors, plural, it's inportant to renenber the context
of how this issue of excess reserves cane to be which was ny
under standi ng historically fromlistening to both |egislative
testi nony and then testinmony here within the executive branch
is that prior to the |egislative session of 2011 whi ch was,
in fact, as part of the overall change froma standard, for
better -- for lack of a better term PPO type enpl oyer offered
heal t hcare plan, the Medicare retirees were put on the

exchange during -- as part of the legislative acts of that
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session. It was not part of the appropriations. It was plan
desi gn change.

And the plan design change that was fundanentally
different fromthat PPO type plan, and | hope the experts
wWill correct me if I'"musing that terminproperly, was the
bifurcation, if you will, of the offering of the plan for
non- Medi care retirees. The Medicare retirees as part of that
| egi sl ative session were put on the exchange. And then the
non- Medi care retirees and the actives were put into a choice
of a CDHP and | believe it was just HMO s at that point
offered. That is mnmy understanding historically of when these
excess reserves started to be generated by that plan design,
and | think that was part of the subsequent 2013
| egislature's disconfiture at, nmy God, all of a sudden for
the first time in the history of our enployer State of Nevada
of fered heal thcare plan, we've got these enornous reserves.
The question is why.

So that's all | have to say, and M. Haycock may
want to, you know, close the loop for me historically
because, again, | think we have sone new Board nenbers, and
that's where it gets kind of nuddy is when did we start
generating these excess reserves. \Wat factors contri buted
to that? And so the CDHP and the HMO plan offered in 2011

was the start of that phenonena taking place was mny
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understanding. So thank you.

CHAI RWOVAN CONTI NE:  Thank you.

Is there any other public comment in Carson City?
|s there any public coment in Las Vegas? GCkay. Seeing
none - -

MEMBER M TCHELL: Yes, there is.

CHAI RAMOVAN CONTINE:  Oh, there is. Sorry.

MR UNGER: ['Il try to be very brief. 1 have to
run off to an appoi nt nent.

CHAI RAWOVAN CONTI NE:  Ckay.

MR. UNGER: Doug Unger, U-n-g-e-r, representing
UNLV Faculty Senate, past chair of the Senate and of the
Counci | of Faculty Senate Chairs for NSHE.

| want to thank you all for a very good Board
neeting. | also want to add to the historical context
because | was there in 1999 with an unpaid bill of $9, 800
fromthe L&H adm nistrators ness. Wen we had an
adm ni strator that basically went insolvent, did not pay
clains and we had many state enpl oyees with unpaid clains, ny
claimwas presented as evidence in the | egislative session
that then worked and eventually established PEBP, and | think
that's the reason for this -- this great conservatismin the
pl an that our l|egislators resolved that they would never see

t hat happen again with enpl oyees who went six and ei ght and
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even nine nonths with unpaid clainms. So if that's hel pful,
as a reason for our long-termconservatismthere is a good
reason for it, and there may still be a good reason for it.

| just wanted to speak to Agenda |tem Nunber
Eight in a very positive way, the strategic planning. | note
all of the participants in this strategic planning and note
that our Board nenbers are really designed to represent us,
all of the enployees in the state and you all do a very good
job at it, but I would like to suggest to the executive
director and the Board that naybe a couple of patient
advocates be included. It mght be a very good idea to ask
the NSHE s counsel, Senate Chair, NFA rep, AFSCME rep and
RPEN rep to participate in the strategic planning sessions if
only for to cenent the comunity participation in our health
pl an and really encourage our understanding of what is
happening and all ow us to have a voice in the |ong range
pl anni ng of the plan.

A good exanpl e of where that m ght be hel pful is
| tem Nunber Five in | ong range planning where you're thinking
of atiered income possibility. W know people in other
states. W're in touch with themwho are participants in
such plan, and we can give very active feedback to that kind
of thing. I'mjust saying that we would | think be very

hel pful in that process and we would be nore than willing to
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participate in it and grateful to do so. Thank you.

CHAI RWOVAN CONTI NE:  Thank you.

Is that it? Anybody else?

All right. Then we'll go to Item Nunber 14, and
we' re adj our ned.

Thank you everyone.
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STATE OF NEVADA
SS.
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|, KATHY JACKSON, Official Court Reporter for the
State of Nevada, Public Enpl oyees' Benefits Program Board, do
hereby certify:

That on Thursday, the 26th day of Septenber, 2019,
was present for the Public Enployees' Benefits Program
Carson City, Nevada, for the purpose of reporting in verbatim
stenotype notes the within-entitled public neeting;

That the foregoing transcript, consisting of pages 1
through 130, is a full, true and correct transcription of ny

stenotype notes of said public neeting.

Dated at Carson City, Nevada, this 6th day
of Cctober, 2019.

KATHY JACKSON, CCR
Nevada CCR #402
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