In The Matter Of:
Public Employee's Benefits Program Board
Telephonic Open Meeting

November 21, 2019

Capitol Reporters
123 W. Nye Lane, Se 107

Carson City, Nevada 89706

Original File 11-21-19.txt




© 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

PUBLI C EMPLOYEES' BENEFI TS PROGRAM BOARD
TRANSCRI PT OF PROCEEDI NGS
TELEPHONI C OPEN MEETI NG
THURSDAY, NOVEMBER 21, 2019
CARSON CITY AND LAS VEGAS, NEVADA

The Board: LI NDA FOX, Vice Chair
JOHN PACKHAM - Menber
TOM VERDUCCI - Menber
LEAH LAMBORN - Member
JET M TCHELL - Menber
CHRI STI NE ZACK - Menber
DON BAI LEY - Menber

For the Board: BRANDEE MOONEYHAN
Deputy Attorney Ceneral

For Staff: DAMON HAYCOCK
Executive Oficer
LAURA LANDRY
Executi ve Assi stant
LAURA RI CH
Qperations Oficer
CARI EATON
Chief Financial Oficer
NANCY SPI NELLI
Quality Control Oficer

Reported by: CAPI TOL REPORTERS
Certified Shorthand Reporters
BY: KATHY JACKSON
Nevada CCR #402
123 W Nye Lane, Suite 107
Carson City, Nevada 89703

(775) 882-5322
CAPI TOL REPORTERS (775) 882- 5322

1




© 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

| NDEX

AGENDA | TEM
1. Open Meeting; Roll Cal
2. Publ i ¢ Coment

Public conmment will be taken during this agenda
item No action may be taken on any matter

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 additi onal conment periods shall be linmted

to cormments relevant to the agenda item under
consideration by the Board. Persons making

public comment need to state and spell their name

PAGE

for the record at the beginning of their testinony. 7

3. PEBP Board di scl osures for applicable Board neeting

agenda itens. (Brandee Moneyhan, Deputy Attorney

General)
4. Consent Agenda (Deonne Contine, Board Chair)

16

Consent itens will be considered together and acted

on in one notion unless an itemis renpved to be
consi dered separately by the Board.

17

4.1 Approval of Action Mnutes fromthe Septenber

26, 2019 PEBP Board Meeti ng.

4.2 Health daimAuditors, Inc. annual audit of
WIllis Towers Watson's OneExchange for the
timeframe July 1, 2018-June 30, 2019; (1)

Report fromHealth ClaimAuditors; (2) WIllis
Towers Watson's response to audit report; (3)

for possible action to accept audit report

findings and assess penalties, if applicable,
I n accordance with the perfornmance guarantees

included in the contract pursuant to the
recomendati on of Health C aim Auditors.
CAPI TOL REPORTERS (775) 882-5322

2




© 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

| NDEX

AGENDA | TEM PACE

4.3 Receipt of the Casey, Neilon & Associates
Audi ted Financial Statenents of PEBP for the
fiscal year 2019

4.4 Approval of the updated PEBP Strategic Pl an.

Updat e on the Mdrneau Shepell Perfornmance
| nprovenent Pl an (Morneau Shepel |) 28

Presentati on on the devel opnent and hi story of

PEBP' s Incurred But Not Paid (IBNP) Catastrophic

and Heal th Rei mbursenent Arrangenent (HRA)

reserves. (Aon and Cari Eaton, Chief Financi al

O ficer) 33

Di scussi on and possi ble action regardi ng proposed

pl an design changes for Plan Year 2021 (July 1,

2020- June 30, 2021), included but not limted to

the fol | ow ng: 57

* Possi bl e inplenentation of narrow pharmacy
network for 90-day prescriptions on the EPO Pl an
* Possible inplenentation of a second opinion
program for CDHP high cost high val ue heal thcare
* Possible inplenentation of a Chronic Kidney
D sease managenent program on the CDHP
* Possible increases to CDHP HSA/ HRA enhanced
enpl oyer contri butions
* Possible inplenentation of additional Centers of
Excel | ence for nmenbers on the CDHP and EPO Pl an
* Possible reduction to CDHP deducti bl es and
out - of - pocket maxi muns
* Possible elimnation of the $25 copay for annua
Vi Si on exans
* Possible increases to the dental benefit
maxi munms of the CDHP, EPO, HMO, and Medi care
Exchange partici pants
* Possible inclusion of recent |IRS approved drugs
to PEBP's Preventive Drug List on the CDHP and
* Additional benefit design inclusions/exclusions
Al'terations to nmeet projected budget needs
(Danpbn Haycock, Executive Oficer)

Di scussion and possible action to approve benefit
CAPI TOL REPORTERS (775) 882-5322

3




© 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

| NDEX

AGENDA | TEM

10.
11.

12.

changes for Plan Year 2021 to PEBP's Master Plan
Docunents for the CDHP and Prem er (EPO pl ans.
(Danmon Haycock, Executive O ficer)

PACE

90

Di scussi on on PEBP' s FY 2022/ 2023 budget devel opnent

and direction to staff on budget enhancenents for
subm ssi on of PEBP' s biennial budget August 2020.
(Danmon Haycock, Executive O ficer)

O ficer Report (Danon Haycock, Executive Oficer)

Publ i ¢ Conmment

Public Comrent will be taken during this agenda

item Comments nmay be [imted to three m nutes

per person at the discretion of the chairperson.
Persons meki ng public coment need to state and

spell their nane for the record at the beginning
of their testinony.

Adj our nnment

CAPI TOL REPORTERS (775)882-5322

105
120

122
130




© 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

THURSDAY, NOVEMBER 21, 2019, CARSON CI TY, NEVADA
- 000-

VI CE CHAI RMOVAN FOX:  This is the tinme and pl ace
for the Public Enployees' Benefits Program Board neeting.
We're here at the legislative building here in Carson City,
vi deo-conferencing to the Gant Sawer Building in Las Vegas,
as well as video-stream ng on the PEBP website.

| want to also introduce nyself. |I'mLinda Fox
and |'mthe vice chair for this Board. W are between
chai rpersons. So our chairperson was replaced. Peter
Longley is our now chairperson. So he was appointed this
week, but he was unavailable today. So in his absence |I am
going to conduct this neeting today.

Wth that said, I'mgoing to go ahead and get
started with Agenda |tem Nunber One, role call.

EXECUTI VE ASSI STANT: Li nda Fox.

VI CE CHAl RAOMVAN FOX:  Here.

EXECUTI VE ASSI STANT: Mandy Hagl er is excused.

Leah Lanborn?

MEMBER LAMBORN:  Here.

EXECUTI VE ASSI STANT: Jet Mtchel | ?

MEMBER M TCHELL: Here.

EXECUTI VE ASSI STANT: John Packhanf

MEMBER PACKHAM  Here.
CAPI TOL REPORTERS (775)882-5322
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EXECUTI VE ASSI STANT:  Tom Ver ducci ?

MEMBER VERDUCCI : Here.

EXECUTI VE ASSI STANT:  Chri stine Zack?

MEMBER ZACK: Here.

EXECUTI VE ASSI STANT: And Don Bail ey?

VI CE CHAl RMOMAN FOX: We are expecting Don Bail ey
but he is not here yet.

So before we go to public comment, | believe
Danmon had a comment he wanted to make.

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

The Board packet that was posted | ast week was
mssing a certain itemthat was an attachnment to the plan
benefit design agenda item |tem Nunber Seven. That was
rectified early this norning. W also have printouts of that
attachnment here for the public and the audience if you would
like to see it.

There's also printouts. Thank you, Dr. Unger,
for bringing themto Las Vegas. It was in reference to the
UNLV Enpl oyee Benefits Conmttee and Nevada Faculty
co-desi gned, plan benefit designed reconmmendati ons and budget
recomrendati ons noving forward for the programin the next
bi ennium That was also sent to the Board previously. So

you all have seen it. However, it is, again, up on the
CAPI TOL REPORTERS (775)882-5322
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website and if any Board nenber would |ike a physical copy,
Wendy |'msure can provide it to you.

That's all | have. Thank you, Madam Vice Chair.

VI CE CHAI RRMOVAN FOX:  Thank you.

And with that, we will go to public coment and
start here in Carson City. |Is there any public coment here?

M5. LAIRD: Thank you and good norning. M nane
for the record is Terri Laird, and it's T-e-r-r-i L-a-i-r-d.
|''mthe executive director for RPEN, the Retired Public
Enpl oyees of Nevada, and we represent all public enpl oyees
retirees, as well as those still working.

First we want to express our thanks to Danobn
Haycock for his years of cooperation with RPEN and our
col | eagues that you see at this table nearly every neeting.
We greatly appreciated being brought back in for pre PEBP
Board neetings after his predecessor saw fit to elimnate
them and we certainly hope the next executive officer wll
be just as accommopdati ng as Danon because PEBP and the
Medi care Exchange is quite inportant for our nearly 8,000
dues paying nenbers. W also want to wi sh Danon success in
his future ventures.

We al so again want to echo comments nade during
t he Septenber Board neeting by our |ead |obbyist, Mrlene

Lockard, who is unable to be here today. We still are asking
CAPI TOL REPORTERS (775)882-5322
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for an independent actuarial review of findings being
reported by PEBP's actuary Aon due to the fact that each year
at this tinme reserves are reported to be nuch nore than they
actually end up being a few nonths |ater which could lead to
a dangerous situation in legislative years. And as Mrl ene
menti oned two nont hs ago, PEBP has had nine years of excess
reserves since 2011 and in light of the change in | eadership
ahead for PEBP, we hope this issue can be addressed with an

i ndependent review at sone point in the new year.

I"'malso aware of Kent Ervin's witten testinony
today submtted on-line, as he too is unable to be here, but
he is asking for the Board to table the enhancenents to
PEBP' s next neeting when nore mght be available as it
relates to the reserves, and we would al so encourage that as
wel | .

Agai n, thank you, and I w sh everyone a Happy
Thanksgi ving and, again, good |luck to Danon. Thank you.

VI CE CHAIl RMOVAN FOX:  Thank you.

Anynore public conment ?

MR. COSTA: Good norning. M nane is Mark Costa.
|"ma state enpl oyee and a nedical insurance plan user.

| wanted to go ahead and bring into the Board's
attention about a recent and severe problemthat |'ve

experi enced concerning continuing authorization for sone
CAPI TOL REPORTERS (775) 882-5322
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dur abl e nedi cal equipnent. Previously when | had a question
about a claimeither for nmyself or for ny wife, I could go
ahead and call up the nedical insurance provider and get a
qui ck and easy answer and resolution. This time | was not
able to do that.

W received in the mail letters that anounted to
collection letters saying that we -- you know, our
aut hori zation had expired and that we were going to go ahead
and have our account referred to collection, and we didn't
real ly understand what these letters were. There were a
variety of sources that were contacting us that we didn't
know, Pacific Pul nonary for exanple, Adapt Health which I
under stand purchased Bennett Medical Services which is the
provi der for durable nedical equipnent.

| tried a dozen different phone calls to
di fferent people, and they were not able to help ne.
Sonetinmes | was transferred not only to a different person
but to a different conpany. Apparently, there's a network of
subcontractors and contractors for authorization for nedica
i nsurance benefits. And | understand that American Health is
the main person but was not able to get information fromthem
as to this problem

| went to PEBP and the story has a happy ending

in that after a couple of weeks, PEBP enployees were able to
CAPI TOL REPORTERS (775) 882-5322
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contact the appropriate person and found out what we needed
to do, and we needed to get an extension because now a letter
froma specialist is required to go ahead and conti nue
aut hori zation for this nedical equi pment, and there's a plan
in place to do that. W were able to get an extension
i nstead of being cut off earlier because as all of you
probably know, it takes a couple, three nonths to get in to
see a specialist because they are booked up so heavily. So
we have a plan in place to correct this, and I|'moptimstic
the problemw || go ahead and be resol ved.

| ask the Board to go ahead and keep that in m nd
when we' re approving nedical contracts that this is explored
as to what are the recourses and a protocol is set for how
when clients or their spouses have issues they can go ahead
and get a fast response and certain procedures are in place
that are foll owed by the conpani es, whether they are
contractors or subcontractors to make this process easier and
to get responses quicker so action can be taken. Thank you.

VI CE CHAI RRMOVAN FOX:  Thank you.

Is there anynore public comment in Carson?

Nancy, is there any comment in the south?

MS. SPINELLI: Yes. W do have two.

MR. UNGER: Doug Unger representing the Enpl oyee

Benefits Commttee of UNLV and the UNLV Faculty Senate for
CAPI TOL REPORTERS (775) 882-5322
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the record.

| had had a different statenment prepared for
today regarding the letter sent by our enpl oyee benefits
conm ttee and our Faculty Senate and a prioritized |list of
benefits that I'm very happy has been corrected and i ncl uded
in your Board packets today.

| also would |ike to thank Danbn Haycock,
executive officer of PEBP, for what | consider to be
excel l ent | eadership of the Board. Mre than anything what
Danon has done is to rebuild the culture of PEBP as a truly
responsi ve state Board and organi zation to enpl oyee requests
and demands and col | aborations. He's done a |ot behind the
scenes to help us have nmuch nore confidence in PEBP, in our
benefits and in the possibility that there will be
i nprovenents in the future.

Also, his efforts to keep prem uns stable and
even | ower than when possible is greatly appreciated by
Nevada state enployees. W wish himwell and all good
fortune in whatever he chooses to do next professionally.

There is in the Board packet attached to Item
Nunber Seven now our |etter which represents not only UNLV
but also it's a collaboration with all of the Nevada System
of Hi gher Education, Faculty Senates and the Nevada Faculty

Alliance. W put in priority order a list of requested
CAPI TOL REPORTERS (775)882-5322
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enhancenents for the plan that we believe are nodest enough
to be reasonable to consider.

Whet her or not you are able within the avail able
resources of PEBP to nake a conmitnment to such enhancenents
now i s, of course, up to the prudence of the Board. W do
request that if you cannot approve themtoday that you table
t hem or postpone themfor the January neeting to consider
when we believe there will be quite possibly and quite
serendi pi tously enough accunul ati ve excess reserves to cover
t hese request ed enhancenents.

Basically an order, it's a dental maxi num
i nprovenent benefit. W have not had an inprovenent for
30 years, and our plan is now approximtely 29 to 30 percent
of what it was. That's our top priority.

Lowering the individual famly out-of-pocket
maxi mum to be nore conpetitive wth high deductible plans and
surroundi ng states which really wll help us with hiring and
retention of faculty and other state enpl oyees.

An unusual request, quite possibly to |ook at the
HSA/ HRA contributions and to add nore to cover famlies
because our constituents with famlies report to us that they
are suffering the greatest burden with the cost of
heal t hcare.

The preventive vision examis a very snall
CAPI TOL REPORTERS (775)882-5322
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enhancenent. It's a popular one that's requested by our
constituents.

The total anmount of the enhancenments we request
are $5, 000, 000. Please know that under the new organization
of PEBP, with its approvals before the legislature we wll be
there at interimfinance commttee neetings and interim
retirement and benefits commttee neetings to advocate for
t hese enhancenents should PEBP add themto their budget
request for the next plan year.

Thank you again to all of you for your public
service, and thank you for including these docunents in
t oday's Board packet.

VI CE CHAIl RRMOVAN FOX:  Thank you.

Also for the record, did you know that Don Bail ey
IS now present?

M5. MALONEY: |If the Chair is ready in Carson.

VI CE CHAl RWOVAN FOX:  Go ahead.

M5. MALONEY: Thank you.

VI CE CHAl RWOVAN FOX:  Yes.

M5. MALONEY: Good norning to the Board. That's
fine. Priscilla Maloney down here at G ant Sawyer
representing the AFSCME Retiree Chapter of AFSCME Local 4041.
W are the only union retiree chapter that represents al

public enpl oyees who are also qualified to be nmenbers of
CAPI TOL REPORTERS (775) 882-5322
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PERS. That's how our new anended byl aws and constitution
designate that.

To start out with, first of all, yes, absolutely
pi ggybacki ng on everything that M. Unger and Ms. Laird said.
We so thank Danon for not just his stint but his service to
Nevada for | believe it's the last 15 years. So we will mss
him He has done a trenendous anount to nove the needle
forward on -- on the overall health, internal health of the
organi zation itself, the PEBP organi zation. Well,
shouldn't call it an organization, but | believe the Board
knows what | nean, and so we thank himfromthe bottom of our
heart. W enjoyed his outreach to us and allowing us to cone
and nmeet with himbefore every schedul ed PEBP Board neeti ng
and go over things on the agenda that we had concerns about.

Then noving on to the presentations already given
by Ms. Laird and M. Unger that the AFSCME Board has not yet
come to a conclusion on the efficacy of and wi sdom of these
proposed desi gn enhancenents. They |ike the sound of them
very much, but they recognize that, first of all, we have a
fiscal situation where, and | believe when we get to Agenda
Item Nunber Six, we'll have a nore deep dive into the
di fferent reserve accounts and how they functi on.

So we understand that currently the current

figures from Aon are that we've got |ess than $300, 000 ri ght
CAPI TOL REPORTERS (775) 882-5322
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now in the overfl ow reserves, and so our position right now
is we don't -- we don't want to say yay or nay on these

i ndi vi dual suggestions. W think they are great for instance
t he dental max because the dental max is going to capture our
Medicare retirees, and so they think that they are good

i deas, but we would like to get nore information from our
menbers and nore feedback before we take a formal position.

But nore to the point and this goes straight to
the heart of what the Faculty Alliance through Dr. Ervin and
M. Unger? Dr. Unger, I"'msorry. | amso sorry. Boy, you
earned it so you should say it. But what they reference
which is we still have an ongoing di scussion on the table and
in theory on the -- on the agenda under Item Nunmber Six about
our position in the coalition that we need a second opini on
on these reserves.

And so to nake a -- we would ask the Board to
postpone as did Dr. Unger and Dr. Ervin postpone any action,
robust discussion, sure, on Item Seven, but let's wait until
we have settled the issue of whether or not this Board is
going to approve and then inplenment a second actuari al
assessnment of these reserve accounts because it's ny
under st andi ng under -- under the new budget agreement with
the state through the |last session is this body will be going

to IFC to ask for perm ssion to use what excess reserves are
CAPI TOL REPORTERS (775)882-5322
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available to do these things if we do them before the budget
period for the next bienniumin which case we really need to
have accurate nunmbers of what we are tal ki ng about and how
much is actually available to inplenment sonme of these very,
you know, again, very positive suggestions. So that's our
position for this norning.

And, again, thank you so nuch, Danon. |'msorry
' mnot there personally to say goodbye.

VI CE CHAIl RRMOVAN FOX:  Thank you.

Nancy, anynore public coment?

MS. SPINELLI: No other public coment.

VI CE CHAl RMOMAN FOX: Ckay. So we'll nove on to
Agenda |tem Nunmber Three, PEBP Board discl osures for
appl i cabl e Board neeting agenda itens. Brandee Mboneyhan
fromthe deputy attorney general.

M5. MOONEYHAN:. Thank you, Madam Vice Chair.
Brandee Mooneyhan, Deputy Attorney Ceneral for the record.

As counsel for the Board and pursuant to Nevada
ethics law, I'mmaking this disclosure on behalf of the Board
menbers who are eligible for PEBP benefits. Al current
Board menbers except M. Verducci are eligible for Public
Enpl oyees' Benefits Program And Ms. Zack's situation is
uncl ear. She was adjunct faculty and nmay or may not be

eligible for PEBP, but she is not currently accessi ng PEBP
CAPI TOL REPORTERS (775) 882-5322
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benefits, but those that are eligible, they, their spouses,
their dependents may receive health, dental, life insurance
and ot her benefits through PEBP

On today' s agenda, Agenda |tem Seven and Ei ght

relate directly to benefits available to PEBP nenbers as they
concern possi ble plan and benefit changes. Wen PEBP Board
nmenbers vote on itens effecting benefits for thensel ves,
t heir spouses and/or dependents they may trigger disclosure
requi renments under NRS 281A.420. Pursuant to that law, I'm
offering this as a general disclosure on behalf of the Board
nmenbers who are PEBP participants and that will be voting on
these matters.

| want to note that they, those participants may
still so vote on itens directly effecting benefits as |ong as
the benefit or detrinment to themis not greater than that for
other simlarly situated nenbers.

Thank you, Madam Vice Chair, for allowng ne to
make this disclosure, and | invite any nenber if they have
anything to add to do so now.

VI CE CHAl RMOMAN FOX:  Thank you.

Do any Board nmenbers have anything to add?

Movi ng on to Agenda Nunmber Four, consent agenda.
Itens will be considered together and acted on in one notion

unless an itemis renoved to be considered separately by the
CAPI TOL REPORTERS (775)882-5322
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board. So there are four itens here, and is there any that
any Board nmenmber would |like to have separated to consider?

MEMBER VERDUCCI : Tom Verducci for the record.
would like to pull 4.3.

VI CE CHAl RMOMAN FOX: Ckay. So we wi || consider
4.1, 4.2 and 4.4. So could | have a notion then to approve
t hose w t hout 4.3?

MEMBER LAMBORN: Leah Lanborn for the record.
make a notion to approve 4.1, 4.2 and 4.4 agenda itens.

VI CE CHAl RMOMAN FOX:  Thank you.

So we have a notion. And is there a second?

MEMBER ZACK: Madam Chair, |I'Ill second the
notion. Christine Zack for the record.

VI CE CHAIl RRMOVAN FOX:  Thank you.

s there any discussion? kay. So we have a
first and a second. All in favor say aye.

(The vote was unaninmously in favor of the

notion.)
VI CE CHAl RMOVAN FOX:  Any opposed?
kay. And, Tom you wanted to discuss 4.3?
MEMBER VERDUCCI: Yes. Tom Verducci for the
record.

By any chance do we have a representative from

Casey Neilon here?
CAPI TOL REPORTERS (775) 882-5322
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M5. OLSEN. Good nmorning. M nane is Suzanne
Osen. That's S-u-z-a-n-n-e Ol-s-e-n, and | ama
sharehol der and | was the partner in charge of the Casey
Nei |l on or the PEBP that was before Casey Neil on.

MEMBER VERDUCCI : Thank you so much for com ng
her e today.

M5. OLSEN. You're welconme. Thank you for
inviting us.

MEMBER VERDUCCI: | just had a few questions on
t he variances in your report.

M5. OLSEN. \Which report exactly?

MEMBER VERDUCCI: Specifically this is going to
be on the self-insurance trust fund.

M5. OLSEN. Ckay.

MEMBER VERDUCCI: The bal ance sheet that was put
together. | had a few questions on the variances wthin this
report. Specifically, we showin 2019 a 3.6 mllion dollar
unearned liabilities and in 2000 -- I"'msorry, nmake that 3.6
mllion and in 2018 was 48, 000.

M5. OLSEN.  Yes.

MEMBER VERDUCCI: So | think it has sonething to
do with unearned revenue but | want to gain a better
under st andi ng because the big variance in that nunber.

M5. OLSEN: Right.
CAPI TOL REPORTERS (775) 882-5322

19




© 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

MEMBER PACKHAM Can we reference a page nunber,
Tonf

MEMBER VERDUCCI: Yes. (kay. That woul d be page
t hree.

M5. OLSEN:. It's on the statenent of net
position, page three.

MEMBER VERDUCCI: And then it will be under the
colum liabilities and the subcategory unearned revenue, and
it's broken down into two categories, 2019 and 2018. And
specifically in 2019 the unearned revenue is 3.6 --

3,662,898. In 2018 it was $48,916. So it's a big difference
in the nunbers, and | just want to gain an understandi ng of
t he additional $3,000, 000.

M5. OLSEN: The difference has to do with in 2018
there was a shortfall reported, a major shortfall reported,
and in 2019 there was a surplus, and that is discussed in
note one, page seven and it is discussed under the
recei vabl es headi ng even though for 2019 it was under the
unearned revenue due to it being a surplus. So for
conparative purposes we included it in that section.

The difference between the cash contributions and
revenue recognition resulted in surplus of contributions over
premuns of 3.1 mllion dollars and a shortage of

contributions over premiuns of 2.4 mllions dollars for the
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years ended 2019 and 2018.

The -- the short -- the shortage that we reported
in 2018 was recorded as receivable, and the surplus in 2019
was recorded as a payable which is why you' re seeing that
difference. Normally there's a consistency between the
unearned revenue fromone year to the next.

MEMBER VERDUCCI: Ckay. So that was based on
shortfall of unrealized liability?

M5. OLSEN:. That was based on a difference
bet ween contributions comng in and revenue recogni zed to pay
the prem uns.

MEMBER VERDUCCI: And then at what point would
t he revenue actually be recogni zed?

M5. OLSEN. \When the prem uns have been earned.
When the noney is needed to pay the premuns that have
been -- so revenue is recogni zed when it's earned, and
expenses are recorded when they are -- when they conme due
when they are used. So at the time that the noni es needed to
pay the prem uns has warranted pulling fromthe surplus
that's when that noney woul d be recogni zed or realized that
-- those contributions would be realized.

MEMBER VERDUCCI: Ckay. Thank you --

M5. OLSEN. You're very wel cone.

MEMBER VERDUCCI: -- for clarification. As we
CAPI TOL REPORTERS (775) 882-5322
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continue on to page four, we do go into a columm called
operating expenses and under subcategory cl ai ns expense,

we' re show ng 2019, 314,000,000. 1In 2018 it was 227,000, 000
and is a pretty big variation. Does that have to do with the
catastrophic clains? Specifically, why would there be such a
bi g variance from 2019 at 314, 000, 000 and 2018 at

227, 000, 000?

M5. OLSEN. | think when you're |ooking at this,
you really need to take two itenms into consideration. You
need to |l ook at the clains expense and the insurance prem uns
and contractual obligations.

And, Danon, and, Cari, if you need to step in
because I'm not explaining it correctly feel free to do so,
but there was a change that happened in fiscal year 2019
where PEBP i npl enmented an excl usive provider organization
pl an, and that changed the dynam cs and the fl ow of those
transactions on the -- on the inconme statement. And so what
was reported previously in 2018 under insurance prem unms and
contractual obligations has been, it's not the sane. | don't
want to make it seemlike it's the sane but it's been kind of
reworked or rerouted and it's being reported under clains
expense just due to the nature of how those policies flow

MEMBER VERDUCCI: Ckay. So with the new plan

that was inplenented that caused the variation there?
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M5. OLSEN. Yes, sir. That is howthe -- how the
transactions flow through the clai med expense now versus the
actual contractual paynents because you no |onger are making
t hose contractual paynents because they are being serviced --
they are being self -- thank you.

MR. HAYCOCK: For the record Danon Haycock.

Let me see if | can try to sinplify this. |I'm
not an accountant so | won't speak in accountese. But
basically we inplenented the EPO plan | ast year and instead
of us pitching out prem uns through our contract with
Honet own Health which is recorded in a different part of this
-- this statenent, we are actually paying those clains
because we took on that self-insured risk.

So our clainms increased al nost $100, 000, 000
because we're actually paying the clains instead of paying
the premuns to our fully insured provider, and that's where
it's being recorded.

And just to go back on the original question on
unearned revenue, the reason why we have deficits and
shortfall in our main accounts that Casey Neilon wll often
or not often but annually audit is because when we get our
budget and we get our enployer contribution dollar anpunt
that is taken out of every agencies' funding, that is

predi cated on an enrollnment that was projected to include an
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enrol | ment m x.

So if nore people enroll on the famly side or if
nore people enroll on the single tier then that m x changes
and the total ampbunt of subsidy needed to cover that wll
falter, right, wll change. And so when that changes in
certain years we will end up creating a shortfall, and in
certain years we will creating a surplus. That surplus
though will sit in that AIGS account until we need to draw
noney fromit. And if we don't draw it over the bienniumit
w il be used to offset the next bienniums contribution. And
so that's howit was reported in the Casey Neilon audit, and
really it's just a point in tine shot at where our financi al
position was as all balance financial statenents should | ook,
and that's about as good as | can get in accounting right
NOw.

M5. OLSEN. That was a great job. Thank you.

Do you have any --

MEMBER VERDUCCI: One additional. On page -- on
page five of the reconciliation of operating inconme and we
get down to increase or decrease in payables and accruals,
we' re showi ng for 2019 an increase of 30,760,000 versus 2018
was roughly 2.8 mllion. So there's a big aberration, and I
just want to have a better understandi ng of what those

nunbers reflect in layman termns.
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M5. OLSEN. Al right. | think we should | ook at
page -- now this report isn't going and I didn't -- | don't
have the 2017 information here with ne today. So, but | can
conpare the '18 and '19 but if we go to page --

MEMBER VERDUCCI : Page nunber five.

M5. OLSEN. |If we go to page nunmber 19, the
unpaid clainms liabilities, so it's note seven under risk
managenent continued unpaid clains liabilities, the first
section of that page, if you conpare there's two conponents
to the unpaid clainms liabilities. There's the reserve
conmponent and then the actual clains reserve conponent, and
then there's the HRA liability conponents. And you can see
where the increase happened. The HRA liability stayed, there
was about a 2,000,000 dollar, alittle over a 2,000, 000
dol | ar change there.

The reserve conmponent increased from 37, 000, 000
to 58 or $59, 000,000 2018 to 2019. Prior to that, from 2017
to 2018, it was fairly consistent. This in ny mindis
attributable to those clains, those additional clains
paynents based on that new self-insured risk programthat was
i npl enented. So that in nmy opinion is why you' re seeing that
i ncrease.

MEMBER VERDUCCI: So this would be an increase in

l[iabilities; is that correct?
CAPI TOL REPORTERS (775) 882-5322

25




© 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. OLSEN: Yes. |It's an increase in liabilities
and increase in that reserve estimte nunber.

MEMBER VERDUCCI :  Ckay.

M5. OLSEN:.  Uh- huh.

MEMBER VERDUCCI : Thank you for clarification.

THE JUVENI LE: For the record Danon Haycock.

So just to dovetail on that because we have
addi tional clainms, we also had to approve additiona
reserves, and those required reserves incurred but not
reported or incurred and not paid in catastrophic, and so
those are still considered future liabilities that nust be
shown on an accounting bal ance sheet.

M5. OLSEN: That is correct. That is correct.

Do you have any follow up questions to that?

MEMBER VERDUCCI :  No.

M5. OLSEN. Ckay.

MEMBER VERDUCCI: | just noticed a big aberration
in nunbers, and | wanted to gain an understandi ng because
they are so huge and that was very hel pful.

M5. OLSEN. Good. |'m gl ad.

MEMBER LAMBORN: | just have one quick question.
|"mnot sure if it's for you or for Danon, but you nade the
statenent, | just want to clarify. The 58,000,000 in reserve

for incurred but not received clains, that's an estinate, a
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proj ection?

M5. OLSEN: It is an estimate which is why they
do hire the actuary to conme in and performthose
cal cul ati ons. They have the expertise behind themto
substantiate the rational e behind how those estimtes are
built.

MEMBER LAMBORN:  And then, of course, at sone
point in tine we can go back and get actuals, what it
actually was and can conpare it to the esti mates.

MR. HAYCOCK: For the record Danon Haycock.

The actual reserve need is in the, it's showased
right now in Agenda Item Seven in that table for each of the
reserve buckets. It is inclusive all of the plans. PEBP has
been asked and we will nove forward separate on those out
into the EPO versus the CDHP pl an, but those nunbers aren't
separated in this bal ance sheet per plan, and so it actually
ties in kind of nicely of what you're asking here today to
show what the actuals were.

VI CE CHAl RAMOVAN FOX:  Are there any other
guestions or discussion?

So | think we need to separately now vote on 4.3
to approve that item So | need a notion for 4.3.

MEMBER VERDUCCI : Tom Verducci for the record.

"1l make a recomendati on to approve section 4.3 and section
CAPI TOL REPORTERS (775) 882-5322
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4 of the report.
VI CE CHAl RMOMAN FOX: We have a first. |Is there

a second?

MEMBER M TCHELL: Jet Mtchell for the record,
second.

VI CE CHAl RMOMAN FOX: Ckay. So we have a first
and a second. |Is there anynore discussion? So I'll ask for

a vote. Those in favor say aye.

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

VI CE CHAl RMOMAN FOX:  Any opposed? Ckay. The
notion carries.

All right. So we'll nmove on to Item Five, update
on the Morneau Shepell inprovenent plan. Mrneau Shepell

MR. BORGOS: Good norning. Bruce Borgos
representing Morneau Shepell. Last name is B-o-r-g-o-s.

|'"'mhere today to present a progress report on
t he performance i nprovenent plan that | sunmarized for the
Board in Septenber and which addressed a nunber of issues. |
think you have the larger report in your handouts.

Si nce Septenber we begun hol ding regul ar steering
conmttee neetings with M. Haycock and Ms. Rich to update
them on our progress and solicit their feedback. At a high

| evel , we have decided in consultation and agreenent with
CAPI TOL REPORTERS (775)882-5322

28




© 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

PEBP that we will nove the enrollment of voluntary benefits
to the Corestream Pl atformrather than maintaining sone of

t hose enroll nents on the Morneau Platformto provide a nore
user friendly experience for PEBP nenbers and increase the

participation in these val uabl e benefits.

The only possible exception to that right nowis
the Standards Life product and potentially the STD product.
At sone point in the future we're just going through sone
di scussions right nowto see what's feasible in that regard
and whether or not we can nove the standard over to
Corestreamin tine for next year's enrollnent. W expect the
rest of that work on voluntary benefits to be conpl eted by
April 1st, 2020.

Regar di ng another followup to the |ast Board
neeti ng, Morneau Shepell, Corestreamand Unumare in active
di scussi ons about integrating Unums |ong term care product
information, as well as a link to Unum s enrollnent site
t hrough this product through Corestream There are some
technical considerations that we're reviewing currently. W
have anot her neeting scheduled for tonorrow to di scuss again
the feasibility of whether or not we can adhere to sone of
the requirenents that Unum has for this product, and Il
have anot her update for the Board at the next neeting in

January.
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Additionally, we recently conpleted the
significant step on a magjor itemof the inprovenent plan.

Rol li ng out Mdrneau's nore robust co facts docunent
managenent system for the new benefit events requiring
supporting docunentation. This wll sinmplify work that PEBP
staff is doing on enployee qualifying life event

adm nistration. W also continue to nake progress on

stream ining other work efforts of PEBP s various nenber

enpl oyers with the creation of a central HRA system W have
conpl eted two rounds of testing and expect a third round to
be conpleted prior to us bringing the systemon-1|ine by

March 31st of next year.

Al so, a new portal agency reps will use to
automate data collection it's targeted to forego live data
February of 2020.

As | mentioned at the Septenber neeting of this
Board, we have al so been working on fine tuning our processes
to better provide service to PEBP plan participants and PEBP
staff. To that end and as prom sed, Mrneau Shepell has
pl aced a representative on site at PEBP' s office to expedite
issue identification and resolution and gain a deeper
under st andi ng of the day-to-day operations of the PEBP team
This col | aboration seens to be working well at this point.

"1l have a further update on our progress in
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January and again in March, and |'m happy to take any
qguestions you may have now.

VI CE CHAl RWOMVAN FOX:  Any questions fromthe
Boar d?

MEMBER VERDUCCI: Yes. Tom Verducci for the
record.

M. Borgos, | just wanted to ask you about the
one itemthat was listed in the report at risk in terns of
catch up and managenent of the backlog issues. |'mwondering
if you could maybe just address where you folks are in terns
of the backl og issues.

MR. BORGOS: Sure. Again, Bruce Borgos for the
record.

W have a ticketing system at Mrneau Shepell in
whi ch issues that are identified either by the staff at PEBP
or internally at Mrneau Shepell get |ogged for purposes of
tracking and reporting. And they -- that way they get
escal ated to the right individuals w thin Mrneau Shepell who
actually have to do work

So there was a backlog and there still is a
backl og of issues. Most of those tickets are very old
tickets which are now to sone degree probably no | onger
relative. So one of the things that we're doing right nowis

assigning folks to going back and review ng each ticket to
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determ ne which ones are still pertinent and/or which can be
automatically closed. So we have kind of a refreshed | ook at
t he nunber of tickets that open. So there's been a little
bit of a delay just going through that backlog as sonme of
those actually go back a few years.

MEMBER VERDUCCI: So how is the progress going
and clearing up the backlog issues?

MR. BORGOS: So the progress is good at this
point. It's continuous. |It's never as fast as we would |ike
it to be, but we have no expectation that we won't have those
cleaned up to -- that would result in any further risk to the
process i nprovenent plan.

MEMBER VERDUCCI : Thank you very nuch.

MR. HAYCOCK: For the record Danon Haycock.

As M. Borgos said, Ms. Rich and | have been
neeting with Morneau Shepell. At this tine we fee
confortable with the progress that they have nmade and that
they are on track to nmeeting the requirenents of this
performance i nprovenent plan

W will always reserve the right to be skeptical,
but they have worked diligently with us and have provided us
the right resources so we can address things i mediately and
internally with those fol ks that they have sent to us in our

office. So we commend Morneau Shepell for continuing to
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provi de us those resources.

We keep our fingers crossed. We want you to be
successful because we want to be successful with you, but we
will reserve the right to nake final judgnment |ater

VI CE CHAl RMOMAN FOX:  Thank you.

Anynor e di scussion or questions fromthe Board?
Ckay. Thank you.

All right. And we will nove on to Agenda Item
Number Six, presentation on the devel opment and history of
PEBFP' s incurred but not paid catastrophic and health
rei mbursenent arrangenent reserves. Aon and Cari Eaton, our
chief financial officer.

M5. MESSIER.  Good norning. M nane and words
for the record is Stephanie Messier. Last name is
Me-s-s-i-e-r, and I"'mwth Aon. 1've been with Aon for
al nost seven years now, and |'ve been in the actuaria
industry for about 18. And with nme | have Kelly WI son.

M5. WLSON: Good norning. M nane is Kelly
Wlson. |I'ma CPA and |I've been with Aon for about a year
and a half. Prior to that | was with the State of Gkl ahoma
as the deputy director of internal audit.

M5. MESSIER So |'ve been asked to kind of nove
through this a little bit quickly this nmorning. | did want

to provide you a little bit nore details in terns of our
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presentation. | know the Board gets the packet about a week
in advance, and so that's why | gave you a little bit nore
details for your readthrough. Today | plan to go a little
bit more high level. Certainly we are here to answer any
guestions that the Board may have, and we are happy to do so,
but | just wanted to call that. | plan to go alittle nore
high | evel through the slides, but certainly if there is a
need for a deeper dive we are here and happy to do so.

| believe the inpetus that we are presenting here
today are sonme conments we've heard this norning, as well at
t he Septenber Board neeting from NCHE and RPEN and ot hers.
First about the -- are best practices being followed as we're
setting PEBP' s reserves? |s the 95 percent conpetence |eve
on both the IBNP and catastrophic reserves appropriate? And
finally why do excess reserves keep bei ng generated year
after year despite spend-downs.

We are fully capable and prepared today to talk
about those first two itens, but | think it's inportant to
note for the public record given the coments that were nade
again earlier today, AON has not been involved in the
projection or the reporting of excess reserves for PEBP.

That is done by PEBP staff. Aon has not been asked to report
on those itenms. W have not been asked to project those

itens. W have been asked to project and work on your |BNP
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and catastrophic reserves, and those are the two itens that
we' || be wal ki ng through today.

And we al so thought it was inportant given our
i ndustry knowl edge and our work with other clients that we
talk to you about sonme benchmarks and industry best
practices. \Wat are we seeing other states do, as well as
what are sone ot her approaches that PEBP could adopt. So |
went ahead and added that as part of our last part of the
presentation, and | think that's a good spot for us to spend
alittle nore time on today. So |'mgoing to again breeze
t hrough net hodol ogy portions and kind of get to the neat of
the presentation and which | think again really is what folks
are asking about. |Is that 95 percent conpetence interval the
right level to have for PEBP?

This slide was just really included as to why do
you need to have an IBNP. And | think as Board nenber Tom s
guestions earlier today for the auditor was getting at this
-- this question. Wy did your IBNP reserves go up when you
had the EPO pl an when you first inplenented the self-funded
EPO plan. Really that was very |ight paynents that first
month. |If you were on a fully insured plan, you would have
had prem uns to pay.

But when you switch to self-funded plans there's

naturally a lag in paynment. \When you go to a provider your
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provi der doesn't inmmediately bill PEBP that day for your
visit. If your at a hospital the hospital will not send a
bill to PEBP that day for your visit. And if they do send it
to Heal t hSCOPE Benefits or to PEBP usually Heal t hSCOPE
Benefits is going to take a look. |Is this everything
included in that clain? Are we mi ssing anything? Are there
things that we need to negotiate? So bills don't get paid on
the same day they are incurred which is why you have an
incurred but not paid reserve when you do a self-funded pl an.

So we also wanted to tal k about the fact that as
Aon, an actuarial firm we are using actuarial standards,
best practices when we're producing our IBNP estimates. In
our nodeling we have included energing of the two best
practice nethods out there via actuarial standards. There's
t he devel opnent nmethod, as well as a projection nethod. So
t he devel opnment nmethod is going to take your historica
claim |ike paynent patterns, we're going to adjust it for
any large clains paynents that may have cone through that may
throw of f those average estimates.

W then conbine it with a projection method with
those nore recent and imuature nonths in order to come up
with a best estimate IBNP and again that's according to
actuarial standards. So it's inportant to note with nost

clients what we do is we take a |l ook and we really do provide
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our best estimate of what your incurred but not paid
liabilities as of a certain date.

Then there woul d be other things that the plan
woul d have to pay on that date for the runout of clains. You
woul d still have to pay Heal t hSCOPE Benefits to adm nister
any clai mpaynents that may occur after that plan date. That
is why you have an expense | oad on your |IBNP, and for PEBP we
use 1.025 factor to do a best estimte of how nuch fees
Heal t hSCOPE Benefits woul d charge you for paying those
addi ti onal runout of clains.

In addition to the expense |oad for your account
specifically, the Board has requested that Aon add on a
cat astrophic reserve margin. So that PEBP can be assured in
19 out of every 20 years our estimate is enough to cover the
anount of clains outstanding. That is the 95 percent
confidence interval that, again, the PEBP Board has sel ected
| believe back in 2011, 2012 for us to add on to our best
estimate of IBNP. Again, that's not an industry standard.
That's not an actuarial set nunber that we have to foll ow
That is sonething that you have directed us to |load, and so
we have done statistical calculations to cone up with an
assurance that out of 19 out of every 20 years we are
confident that the nunber we're providing you would be

sufficient to pay the amount of clains outstanding.
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And here we thought it mght be helpful to show a
numeri cal exanple of how sonetinmes there's |arge clains that
will cone in after a plan would end, and so that's what we
try to highlight along that yellow diagonal. Here in
February of 2018 a large claimwas incurred of 1.3 mllion
dollars, but it wasn't paid until July of 2018. So that
woul d have been on Plan Year '19 that that claimwas paid,
but it was incurred in Plan Year '18.

And typically as you nove al ong the diagonal |ine
in month five, you tend to pay out about $275,000 of clains.
| f our IBNP estimate for just that nonth was 275,000, in that
particul ar year it would have been short by about a mllion
dollars to pay that outstanding claimthat had been incurred.
So it is wise to include a margin on top of the best estinmate
| BNP for such instances as the one that PEBP had seen in
2018. However, again, the 95 percent is |larger than we have
seen with other clients.

And finally the last part of a best practice
actuarial IBNP analysis is really to do a historical reserve
adequacy study which is also called a | ookback anal ysis.
Every year we take a | ook at how well did we do |ast year?

W estimated | ast June how nmuch clai s we thought were
out standi ng, and now that we have a 12-nonth period has ended

we're able to see how close were we to that estimate.
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So in the first colum of the nunbers at the
bottom of this page, and | do want to spend just a little bit
of tine onit, is in the green is your actual clains that
cane in after the plan date, for anything incurred prior to
that date how much in clains was paid out after that date.

So you'll see in 2012 there was 28.4 mllion dollars in
clainms that was paid out. And nost recently in June of 2018
and the next 12 nonths you saw al nbost $32, 000, 000 of cl ains
pai d out.

And, again, here it's inportant to note you're
EPO plan started right after that date, and | don't have the
full 12 nonths of runout fromthat since we just ended that
first 12 nonths of the plan. So right now we only have three
to four nonths of runout. So we didn't include June 30th of
2019 because | don't have the actual runout to say how well
did the estimte do.

Qur best estimate IBNP is in that second col um
of nunbers and that was what we had provi ded before we | oaded
it for the admnnistrative expense, as well as for the
95 percent conpetence interval. So you will see in nost
years, especially from 2012 up until 2016 we -- our best
estimate I BNP was slightly above the actual clains | BNP. But
in our nost recent two plan years, if we had just provided

PEBP with the best estimte | BNP, our best estimte would
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have been short. There was nore |arge clains outstandi ng at
the end of the plan year than our nodel s had indicated woul d
be outstanding. So if we had just given you the best
estimate I BNP, you woul d have been short.

However, because PEBP opted to load it at a
95 percent confidence interval, that's the first blue colum
of nunbers. Here you will see and the conparison is, so you
don't have to do the math yourself, is in that final colum
that is also shaded in blue. It alnost |ooks gray from here.
G ves you the difference between the clains | oaded at the
catastrophic margin |l evel and the actual clains that were
incurred and paid after the plan year ended.

So you will see on average PEBP is runni ng about
$5, 000, 000 over with that catastrophic |oad, and sone years
you actually did need it, like in the nost recent 2017 and
2018. Again, our best estimate was 25.5 mllion in 2017, but
the actual clains paid out was 27.9. So if you had only set
aside the 27.5 that woul d have been short by 2.4 mllion.
However, because it was |oaded to the 95 percent you were
actually over by 4.8 mllion.

And | know that's a lot of nunbers, and I
apol ogi ze to the court reporter.

Any questions on there? Do you want me to stop

right there for questions?
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MR. HAYCOCK: So for the record Danbn Haycock.

First, Stephanie, thank you. That was very very
hel pful. And for those that don't live and eat and breathe
this everyday, | think one of the nost inportant things to
recognize is really why you have an incurred but not paid or
incurred but not reported reserve and a good exanple is today
we have the exclusive provider organization plan or EPO pl an
in northern and rural Nevada. W self-insured it |ast year
and stopped our fully insured Hometown Heal th HMO pl an

If we were to go back to them next year we woul d
have a clains runout that we would have to pay. And those --
those bills that would have conme in, really alnost to the
begi nning of the plan year because we have a one-year tinely
filing requirenent for provider clainms. Wen those clains
woul d come in, we would have to pay them even though we
woul dn't be getting any premuns comng in to us because we
woul d be farm ng them back to Honetown Health for their fully
insured plan. Again, this is all hypothetical, but that's
what that incurred but not reported or incurred but not paid
reserve is for, and then we would have to pay Heal t hSCOPE to
adj udi cate those clains even though we technically don't have
-- the contract would change to only payout that runout.

And so, again, all of our costs associated with

payi ng clains and fees continue past the end of a plan year
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when you shut the plan down. So that's what is really

inmportant in this -- in this part of the incurred but not
reported reserve. | just wanted to add that. Thank you,
St ephani e.

M5. MESSI ER:  Thanks, Danon.

Any ot her questions before we nove on to the
cat astrophic reserve?

Ckay. The second, it is fairly comon with our
ot her public sector entities, as well as other state plans to
hold a set of reserves aside. Sonetines it's called the
contingency reserve, and sonetines it's called a
catastrophic, but basically they are trying to do the sane
thing. 1t's covering any unforeseen circunstances that may
incur within that plan year.

There's -- it's possible that as we set your
actual nedical trend rate in a given plan year, when we do
your underwiting at the March Board neeting, let's say we
assunme that costs are going to increase 44 percent that year,
sonet hing could occur wthin the nmedical comunity. O her
new treatnments could cone about or there could just be a
si cker group of the population causing that trend to actually
cone in higher than we had projected.

There's also utilization changes that | nentioned

in Medical Pharmacy Services. A good exanple of this is when
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the Hep C drug cane out a few years back, PEBP' s popul ation
saw a very high utilization of that hepatitis C drug. That's
not sonething we would potentially know about when we were
setting your plan rates in the prior year. And those sort of
things wll cause your rates within a given plan year to cone
in higher than what you set your budget for at the tinme of
underwriting.

O her things can happen that we have seen in
other clients, such as denographic shifts, changes at open
enrollment. There could be a ot of people comng onto the
plan or if the state had again gone back to hiring which it
did a few years ago after it had not been hiring for a four
to five-year period because of the econom ¢ downturn.

There's a | arge group of people comng onto the plan.

As well as in the hypothetical situation here if
PEBP was to lose, let's say in the NCHE popul ation, if they
decided to go out and get their own plan design, that would
cause a shift in the underlying risk that remains on the PEBP
pl an, and that would change the PEPM s that you would see in
t hat given year.

You coul d see an unexpected rise as PEBP has seen
in the last 12 nonths in catastrophic claimnts. This would
al so cause our estimates of what you're going to see in that

given plan year to shift.
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VWhen | was speaking with Mary Cat herine yesterday
from Heal t hSCOPE, she nentioned that there's currently about
a 6,000, 000 dollar cl aimoutstanding for PEBP right now. So
shoul d sonmething |ike that cone through, which it will be
comng, that was bill charges. So it will be comng in |ess,
but that's the sort of thing you have a catastrophic reserve
for. PEBP does not have stop | oss insurance.

So and | have anot her coll eague who's currently
adj udi cati ng anot her 14,000, 000 dollar claimfor hereditary
edema. These clains are out there. So that is why it is
prudent for soneone such as PEBP to mamintain a catastrophic
reserve. So | just wanted to give a little history as to why
states kind of hold catastrophic or again sonetines you'll
hear it as contingency reserve.

And here we wanted to provide in the blue box
what PEBP' s catastrophic reserve has been fromagain the sane
time periods 2012 through 2019 and here because we're not
doing a true-up, there is no true-up here because you haven't
used your catastrophic reserve. So we were able to report
t he nost recent June of 2019 because, again, we are not
| ooking for 12 nonths of runout to see how good this
prediction was. This is sonething separate.

It did increase, as you noticed in your auditor's

report, because you introduced the EPO plan. So | broke out
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the two figures below. The CDHP is nobst recently at

$31, 000, 000, and the EPO pl an added an additional 11.4
mllion dollars. And, again, this is to protect against
unf oreseen events such as the 6,000,000 dollar claimthat
PEBP has currently comng its way.

Okay. Any questions about the catastrophic
reserve before we nove on to best practices or what other
states are doi ng?

Ckay, Tonf

MEMBER VERDUCCI : Yes. Tom Verducci for the
record.

In reading your report here, it seens the
95 percent catastrophic reserve was set after the financia
crisis. Does it appear to you today that we're being too
conservative on that nunber being that we've had a robust
econony, lots of economc gromh and that was set nearly ten
years ago when we were in a conplete different economc
envi ronment ?

M5. MESSIER It certainly appears that we -- |
guess seeing different entities take a ook at it now that
t he econony has recovered and they are feeling a little nore
optimstic of how nuch reserves they need to have on hand.
However, | think it's prudent to caution that it really

depends on how easy it is for that particular state to go
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back to the | egislature and find additional nonies should
they need it.

Because if you would have two or three of these
| arge claimants, again, it's very hard to predict who's going
to get sick and how sick they are going to get or where they
are going to get care and how nmuch that care is going to
cost. Should PEBP have two or three in a particular plan
year if they were to preserve, | would say a 50 percent |evel
coul d maybe be confident they could go the |egislature and
they could ask for nore noney and get it in order to pay out
the clains they woul d need to pay.

So it's very dependent each different state as to
how easy it is for themto go back to the |egislature and get
nore noney in that instance, but certainly it's -- it's on a
state by state basis, and we have seen a | ot of them nove
away fromthat 95 percent. | do think it was pretty popul ar,
again, comng in 2010, 2012 era when we were all com ng off
of the recession to have a 95 percent |evel, and sone fol ks
have definitely noved off of it.

VWhat | do think that you're doing is a little bit
different than the others is the 95 percent |oad on your
| BNP. That's the one we typically don't see that high of a
margin on the | BNP portion.

MEMBER VERDUCCI: Yes. W're certainly in a
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di fferent econom c environnent and, you know, naybe there are
sone ideas that could be put in place that could free up sone

ot her requests that are being made to this Board. So thank

you.
M5. MESSIER.  Yep. Absolutely.
So going to that part, the benchmarking data,
here we are seeing, | just want to give you sone ot her

exanples fromstates that are nearby. Arizona is holding
their contingency reserve at 1.5 nonths which is actually

75 percent confidence level. The rate that you're hol ding at
today is equivalent to about two full nonths of clains
paynents which is 60 days on hand for that 95 percent
confident interval.

Oregon is only holding about ten percent of
annual expected clains. W have three other Aon state
clients who are only using an I BNP reserve. They do not have
a contingency reserve. Two of our other Aon state clients
does simlar to what Oregon does. They are holding ten
percent of your annual clains as a contingency. One of them
is using 200 percent of risk based capital, and another one
is simlar to you and is using 60 days.

So as you can see here, PEBP is definitely on
that very conservative end on what other states are doing.

These are in ascendi ng order of nagnitude, and PEBP woul d be
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again at that bottom nobst conservative growh.

MEMBER M TCHELL: Jet Mtchell for the record.

Qui ck question about under what are other
i ndustries doi ng.

M5. MESSI ER  Yes.

MEMBER M TCHELL: The statenent they typically do
not hold a separate contingency reserve, what is the
rational e behind not holding -- as a general rule what is the
rational e for that benchmark of not hol ding a separate

contingency reserve?

M5. MESSIER. | think with private sector folks
they have different ways. |It's one of those things where you
can nmake nore widgets. Wth a state it's different. It's

just a different organization. You have taxpayers in
different ways of funding itens. Wereas with a private
sector entity, it's just a different organi zati onal makeup as
to where they can go to get additional funding.

MEMBER M TCHELL: Thank you.

MS. MESSI ER Yeah, good question.

| mean, here it is inportant to point out there
usually -- it's like usually like a five, ten percent margin
we see on IBNP for them \ereas yours is closer to 25,
upwar ds of 25 percent |oad on your IBNP. So your IBNP is

definitely being | oaded at a nuch higher rate than we see for
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ot her entities.

So going to other approaches that | think PEBP
coul d consider. You definitely could |ook into | owering your
margin on the I BNP down to 50 or 75 percent confidence
interval. As Tom nentioned, this would be able to rel ease
6.6 mllion up to 11, 000, 000 of reserves back to the plan.

Jet, do you have anot her question?

MEMBER M TCHELL: Jet Mchelle for the record.

If that -- if that |owering was done, just to
clarify, that rel ease of reserves would be a one tine rel ease
back into the plan?

M5. MESSIER  That is correct.

MEMBER M TCHELL: Thank you.

MS. MESSI ER Yep.

Next we wanted to provide you with a coupl e of
different options. It's inportant to know what the
catastrophic reserve too. There is no actuarial standard for
cat astrophic reserves, and that's why |, again, you see
private entities aren't holding it. \Wereas, when it cones
to an IBNP reserve it's an accounting standard that you're
required to hold, and there's actuarial standards around
setting the I BNP

Wth catastrophic or contingency reserves,

there's nultiple different nmethods out there that are being
CAPI TOL REPORTERS (775)882-5322

49




© 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

adopted either by states or public entities, and so sone of
them again, are using a days on hand nmeasurenment. |f PEBP
decided to go with a 50 days on hand rather than current

60 days, you could release 8.2 mllion of reserves off of
your catastrophic back to the plan. Again, as to Jet's
guestion, that's a one tine rel ease.

You can also nove to a risk based capital
approach. Sone states are hol ding a 200 percent authorized
control level. Some states wanted to be nore conservative
and down to the 400 percent. If you went to 200 percent,
that would release 15.5 mllion dollars of reserves back to
the plan. Conversely, if you wanted to go to the
400 percent, that would actually increase your catastrophic
reserves by 11.4 million or another option would be to just
go with ten percent, as we've seen other states do, such as
Oregon, as well as a couple of other of our state clients and
that would release 18.4 mllion back to the plan.

Utimtely, again, the margin | evels and
nmet hodol ogi es are set at your discretion and based on your
own risk tolerance, and that's what we see in the private
sector.

And then finally in our appendix we wanted to
include just nore details about the reserve cal cul ati ons for

t hose of you who like the additional details. W provided
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that back to the -- based on an LCB audit request in April
and we just wanted to include it here for conpleteness.

Any ot her questions?

VI CE CHAl RWOVAN FOX:  Anynore questions fromthe
Boar d?

MR. HAYCOCK: For the record Danon Haycock.
Agai n, thank you, Stephanie, for presenting on these two
reserves.

And before we turn it over to Cari, one of things
that | think is inportant to consi der when we | ook at other
approaches to consider all of those returning funds back to
the plan, those reserves back to the plan, as Ms. Mtchel
asked Stephanie, which is one of the things | wanted to nake
very clear is that it would be a one tinme noney grab, and it
has not been prudent in the past to provide benefit
enhancenents on one tinme funds.

And so this is only a depletion of the reserves
to give back a certain anpunt imediately. And so, yes,
there may cone a point in tine when the State is back in a
position where it needs noney, and they may | ook to our
reserves to reduce that risk but recognize that if the state
needs noney maybe it's pretty risky, and nmaybe it's a good
time to hold onto that anyway.

So there's a bunch of argunments to be nade of is
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there a true benefit or advantage to change the reserve

| evel s and return funding back to the plan when as Stephanie
nmentioned we had a very difficult tinme trying to go back to
the legislature in the off year to ask for additional funds,
right. They don't create a supplenental funding source |arge
enough at tinmes for a big issue that PEBP can't solve, and
there is no real nmechani smoutside of going there wwth hat in
hand and saying you know what, we were wrong on our
assunptions and now we need noney, and that will eventually
if it was funded which it would have to be because we have
clainms woul d be taking away from ot her prograns and services
al ready approved budgetarily for other agencies across the
state.

And so, yes, it may seemlike PEBP is
ultraconservative to set the types of reserve levels that it
does but recognize it's set that way so we don't have to go
back to the |l egislature and ask for noney. And if there was
a way to reduce our reserves to have continuous benefit
enhancenents to return back to the enpl oyees, the retirees
and the famlies, you would be hearing nme say sonethi ng
different today, but one tinme funding is just a noney grab
t hat goes away and it becones an additional risk nmoving
f orward.

That's all | wanted to add. Thank you, Madam
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Vi ce Chair.

VI CE CHAI RRMOVAN FOX:  Thank you.

Anynore di scussion? Jet?

MEMBER M TCHELL: No thank you.

M5. MESSI ER:  Thank you.

VI CE CHAl RMOMAN FOX:  Thank you.

Cari ?

MS. EATON: Thank you. Cari Eaton, chief
financial officer for the record. |1'mgoing to discuss the
HRA reserve. PEBP currently has two types of HRA accounts
avai l abl e to enpl oyees and/or retires. There's the CDHP HRA
and the Medi care Exchange HRA. | provided an overvi ew of the
CDHP HRA on page two of the presentation.

Enpl oyees who are on the CDHP plan who are not
eligible for a health savings account or who failed to
establish an HSA and retirees covered under the CDHP pl an
will receive a CDHP HRA account. Funds in this type of HRA
account may be used tax free to pay for eligible nedical
expenses as defined by the IRS to include paynments of
deducti bl es, co-insurance and ot her out-of-pocket qualifying
heal t hcare expenses.

Paynment of prem uns are not allowable on the CDHP
HRA accounts. HRA contributions for enployees and retirees

on the CDHP plan are determ ned based upon the availability
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of funds and Board acti on.

HRA contributions are avail able for use by a
participant of a lunmp sum around July 1st of each year and
partici pants and dependents who becone eligible for PEBP
coverage after July 1st each plan year will receive a
prorated base contribution for the participant and their
dependent s based upon their coverage effective date and the
nonths remaining in the plan year. Participants cannot
contribute additional funding to their HRA account.

The next page is an overview of the Medicare
Exchange HRA. All retirees enrolled in the Medicare Exchange
who have five or nore years of service will receive a
Medi care Exchange HRA account. Funds in the Medicare HRA
account may be used to reinburse eligible nedical expenses
just like the CDHP one, except they do include paynent of
prem umns.

Retirees on the Medi care Exchange receive a
nonthly contribution. That is determ ned based upon
avai | abl e funds and Board action, and the approved nonthly
anount is calculated on a per nonth per year of service
basis. So for exanple, the contribution amount for the
current plan year is $13 per nonth per year of service. So a
Medicare retiree with 15 years of service will receive $195

per nmonth in avail able HRA fundi ng.
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Al HRA contributions for the CDHP and the
Medi care Exchange that are not utilized by the participant
will roll-over for use in the next plan year. Al HRA
contributions that are available in an HRA account at the
time that a participant term nates coverage are reverts and
are no |l onger available for the participant's use and are no
longer a liability of PEBP.

You' |l see the policy that is used for the HRA
reserve on page four of the presentation. The HRA reserve is
a fully funded reserve based on the total bal ance remaini ng
as of June 30th each year.

The Board has chosen for many years to provide
suppl enental contributions to spend-down excess reserves, and
this does directly increase the HRA reserve bal ance. Page
five shows the enrollment history that al so has an effect on
the HRA reserve balance. PEBP transitioned to the CDHP pl an
and the Medi care Exchange beginning in fiscal year 2012.

This table outlines the enroll nent as of July 1lst each year
for CDHP participants on the HRA plan and the Medicare
Exchange retirees. Wth the exception of the fiscal year
2013 the total HRA has increased each year.

The next page outlines the HRA contribution
deci sions from 2012 through the current fiscal year. So each

year the Board deci des what the HRA contribution anounts wl|
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be depending on avail able funds. The Board has kept the base
contribution simlar to years past and added a one-tine

suppl enental contribution to utilize excess reserves.

Addi tional contribution anounts will increase HRA reserve

bal ance if participants do not utilize their additiona
avai | abl e funds.

Page seven shows the HRA bal ance history since
fiscal year 2012 as conpared to our |egislatively approved
budget. Since 2012 the HRA reserve bal ances have varied from
what is budgeted and bal ances suddenly increased nobst years.

PEBP utilizes the total balance as of June 30th
of each even nunbered fiscal year to project the anbunt to
budget for the following two years. So for the fiscal year
2020- 2021 budget we used fiscal year 2018 actual fund
bal ances to project.

To summari ze the main causes of the steady
increase to the HRA reserve CDHP enpl oyees and retirees and
Medi care Exchange retirees have been provided with a
significant anmount of funding to allow themto offset their
nmedi cal expenses since 2012. HRA reserves continue to grow
each year because of additional contributions, enroll nent
growth and participants not utilizing the funds that are
available to them and |I'm avail able to answer any questions.

VI CE CHAl RWOVAN FOX:  Any questions fromthe
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Board or discussion? | don't think so.

Thank you, Cari.

Ckay. So | think we're ready for Agenda Item
Number Seven, discussion of possible action regarding
proposed plan design changes for the Plan Year 2021. Danon
Haycock

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

One of the things that wasn't discussed in the
| ast agenda item but you heard sonme discussion about it in
public comment this norning is what about excess reserves.
And one of the things that | wanted to bring up that |
qui ckly | ooked up while we were having this neeting today is
the reporting of excess reserves throughout the year can
change dramatically. And so one of the requests you heard
today from public coment was to table the decisions and see
what those excess reserves | ooked |like in January.

So I'mgoing to give some reporting nunbers that
we have reported in our budget reports every quarter for the
| ast plan year to show the dramatic vari ances that occur
based on the timng of funds and the timng of clains because
they are not all equal every nonth and every quarter.

So in January of this year, 2019, we reported the

first quarter of Plan Year '19s budget and -- budget and
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utilization report. And in that budget report we showed t hat
we were projecting about $6, 000,000 of excess reserves at the
end of the year. Then in March of 2019, we reported the
second quarter's excess reserve projection and that was up to
44.6 mllion dollars.

The third quarter report was provided in July of
this year, and that dropped it back down to 23.8 mllion
dollars. And the fourth quarter finalized it at about 22.4
mllion dollars which was provided at the very |ast Board
neeting. And I know the question is why on earth did it go
fromsix to 44 down to 23?7 And when we receive all of our
revenue and we pay all of our expenses, there are tinmes when
we are ahead of the game in the revenue and there are tinmes
when we are behind the gane in the revenue and same with the
expenses. And so when we take a point in tine on the |ast
day of every fiscal quarter, we report what we see.

Now, i magi ne we woul d have nade deci sions | ast
year based on -- actually, there were -- |et nme back up.
There were deci sions based on excess reserves |ast year for
Plan Year 2020 this |ast, alnost exactly a year ago today.
And imagine if we would have tabled those and waited for
January and said, oh, no, there's only $6,000,000 left. A
| ot of those decisions that we were contenpl ating would have

been invalid. And so what we try to do on excess reserves is
CAPI TOL REPORTERS (775)882-5322

58




© 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

come up with an exact point in tinme where we know we can
def end t hem based on a very sinple ideol ogy.

At the end of every fiscal year we close. W
close it on August 31st or sone day a few days prior. And at
that day we know exactly what our new requirenents wll be
for our required reserves, our |IBNP and our catastrophic and
if there's any changes, we nmeke those adjustnents. W
general ly have to backfill them because they have been
i ncreasi ng.

W know what has al ready been earnarked either by
the legislature or this Board or both for that plan year. So
we reduce that nunmber of excess again. And then we al so | ook
at what has been approved for the follow ng plan year if
there was an idea to nove forward with spendi ng excess
reserves over the biennium A good exanple is the
| egi sl at ure approved enhanced HRA/ HSA funding for both years
even though we | ook at approving benefits each year during
t he Novenber time frame.

And so the excess reserve decision, if we want to
tabl e any of these conversations until January, if you used
January's nunber, chances are you're going to be wong. If
you use March's nunmber chances are you're going to be wong.
And so the best recommendation that PEBP has is to utilize

the excess -- the true excess reserves that are reported on
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-- In our accounting when we close the fiscal year, and
that's a great segue into the very first page of this report
where we outline exactly that process.

So this was done in Septenber and we copied it
over to the Novenber report because the closing of the fisca
year didn't change. W have way too premature data to talk
about any additional potential reserves and the fact that you
heard from AON today that we have a 5, 000, 000 doll ar,

6, 000, 000 dollar claimon the books coming in, that isn't
taken into account into our utilization to show are we really
gaining or | 0Sing excess reserves.

So the first part of the report, of course, says
when you get down to it after there was a renmining avail able
12.9 mllion dollars, simlarly to what we tal ked about in
Septenber, that a | arge chunk of that has already been
earmar ked, and we can tell you today that a ot of it has
al ready been spent. There was an about 9.6 mllion dollar
approval at the legislature to send out HSA/HRA funding to
repl ace sone nuch needed equi prent at PEBP and to reclassify
one of our positions. Those |last two are very m nor conpared
to about nine and a half alnost that went out, nine and a
half mllion to the HSA and HRA contri butions.

So we al so have a budget that is earnarked

$3, 000, 000, again, in the second year which is the $125
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enhanced HSA/ HRA fundi ng, additional, again, equipnent
repl acement based on the state's replacenment schedul e and,
again, we have to pay a little bit nore for that personne
recl assification.

So when all is said and done, we are reporting
agai n today about $235,000. Now, | know right now if
Ms. Lockard was here she would call foul and say you report
| ow every Septenber. Then in Novenber it comes in higher.
W can show you today that we had no clue today that we would
be at $235,000. W thought we woul d be sonewhere in the
couple of mllion dollar range all throughout |ast year even
when the | egislature decided to do a one -- a one-year
initial significant reduction to those reserves.

So this was a little bit surprising to us, and |
think we tal ked about it in the State of PEBP |ast Board
neeting as to why -- where did the noney go. How did it al
get spent, and we can basically back into the final budget
report that we gave you last -- last Board neeting on what
happened to the $23, 000,000 and that's why we're back down to
t he 235, 000.

So you can table this entire discussion to
anot her sonme nonth, but I don't think it's going to change,
and | think that it would be -- | would caution the Board to

contenpl ate based on current reporting exactly how vol atile
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

that the -- that excess reserve nunber truly is because at
the end of the day, it is PEBP' s opinion that an excess
reserve is the noney that is left in our account, the cash we
have on hand after we've satisfied all of our obligations for
the year and we've earmarked all of our obligations for the
next. And if we can accept that or if we agree to accept
that then it becones a very sinple nmath perspective and
that's what we've been doing for the last three years

runni ng.

So before | go into each one of these separately,
| do want to tal k about what the overall recommendation is
because | think it's going to be inportant to start fromthe
back and nove forward with one disclainmer and this is
sonething | think is very inportant that everybody keep in
t he back of their head as we tal k about plan design changes.

During the last |egislative session the
| egi sl ature approved PEBP' s budget by overruling some of the
deci sions that this Board had made back in Novenber and again
in March, decisions that were nmade in establishing rates,
decisions that were nmade in setting plan design, decisions
that were nmade in -- in the devel opnent of this program [|I'm
not saying that's good or bad. |I'mjust saying it is.

And because the decisions were changed, it

appears at |l east to PEBP that the Nevada Legi sl ature woul d
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like to have a nore active role in the program design noving

forward, and that | have personally had to testify and defend
why PEBP and our Board has changed benefits after the budget

has been approved for the biennium That has been a

consi stent concern that | have had to address at the

| egi slative testinony table.

And so when we tal k about what is avail able and
or what we recommend and what this Board can approve | think
it is prudent to keep that in the back of everyone's mnd
that it may not make sense to nmake any changes to the plan in
the off year if we are going to have potential issues when we
have to justify our budget in the next session.

So with that in mnd, we have | ooked at the fact
that we only have a couple of hundred thousand dol | ars of
proj ected excess reserves. That's what we closed the fiscal
year at. W don't know if that's going to change, go up or
go down, but we do know that's the nunber at the point in
time that we can honestly claimw thout a shadow of a doubt
that is the excess reserve |level June 30th or August 31st of
this year.

So with that that is basically about the average
cost of one high cost claim So in PEBP's mnd we -- we
don't really feel we have excess reserves. So that could be

wi ped out very quickly with one visit to the hospital for one
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of our menbers. And so -- so we | ooked at what were the
types of opportunities that would pay for thensel ves that had
an initial first year return on investnents so we were not
over-obligating the plan's resources.

As | was told recently by folks at the
| egi sl ative counsel bureau, it is, let's see if |I can say
this accurately. Any executive branch state agency who
knowi ngly increases their obligations after the |egislature
has appropriated funds for those obligations does so at their
own ri sk.

So, again, with that in mnd, we have a basic --
a basic reconmmendation today, and I'mgoing to read the
recomrendati on, and then we're going to go through each of
t hese separately because | think it's inmportant we keep what
we're looking at ultimtely noving forward.

And that is there are two itens here that have no
or excuse ne, that have an initial return on investnent.
There is another itemhere that aligns the decision-nmaking of
t he Board what the |egislature has already approved, and then
the rest of it is basically nmenber education and | ooki ng at
pushi ng sone of these requests fromour advocates and sonme of
t he requests that we have thought internally to the budget
bui | di ng process that we can tal k about in the next agenda

item
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So the two issues or the two opportunities we
have today that don't cost PEBP anynore noney than what we're
going to save is a piloted chronic kidney di sease program or
set of services, as well as a second opinion opportunity to

utilize a third party to assist our nenbers.

Again, | can be very strong in ny
recommendations. |'mnot strongly recomrendi ng anyt hi ng
today. | think if we do nothing and continue with what we
have in the plan that we'll continue to be solvent. W'l]I

continue to be aligned with the Nevada Legi sl ature, and that
we won't have to get up there and defend why we had nade
changes to the plan in the interim

So goi ng back to the beginning, I'll take these
one at a tinme and then we'll pause, Madam Vice Chair, if
there's question or people want to vote or if we want to wait
until the end. But the first thing we | ooked at was
i npl enenting the Smart 90 Network on the excl usive provider
organi zati on or EPO pl an.

For reference we inplenented a -- the Smart 90
Pharmacy Network. It's a narrower network for 90-day fills
of mai ntenance nedication on a voluntary basis |ast plan year
on the CDHP, but we also nmade it nmandatory this year as nore
fol ks had already started utilizing this network voluntarily.

W were able to save -- save noney. Right now |
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think we're | ooking at about 194,000 was saved in Plan Year
2019, so not a whole lot, but it did create a savings to the
plan, and it was sonmething that we wanted to research and
analyze if we could mmc it on the EPO plan, but the EPO
pl an was designed differently. |It's designed with co-pays
for the nost part on the prescription benefit and only
co-insurance on the specialty drug side.

And so when we tal ked with our pharmacy benefits
manager Express Scripts and anal yzed the data, it didn't | ook
i ke we could save any noney at all. So why would we narrow
a network on a buy-up plan to not save any noney and to j ust
add nore hoops for those nmenbers who are paying nore in
premuns to have a richer plan design. So we are definitely
not recomendi ng today that we nove forward with that. W
will continue to watch that and anal yze and see if there are
savi ngs.

RPM di d, however, analyze the opportunity to do a
mandatory nmail order program A lot of states that | have
tal ked to have this in place to control costs. They force
the nenbers for their 90-day fills to go through mail order
t hrough their vendor. W do not have that programtoday. It
does have the opportunity to save the plan noney. However, |
don't knowif nowis the time to -- to place a restrict --

restrictive process on our nenbers, especially when that
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restrictive process has not been eval uated by our

| egislature, and | don't know if we want to cause the turnoil
that that would occur for folks, especially the nmenbers |'ve
tal ked to in Las Vegas who don't want their nedicine sitting
on their front porch in the 110-degree weather, and so it is
sonething that is avail able.

W' re showi ng you this option just for
transparency sake to show that we did our due diligence, but
PEBP is not reconmendi ng either of those options, the Smart
90 Network on the EPO plan or a mandatory mail order option
t oday, and we recomend potentially |ooking at that mandatory
mai | order as a budget enhancenent to build into the next
bi enni um so the folks at the Governor's Ofice and
| egi sl ature can decide if they want to utilize that to save
sonme noney.

And |'ll stop there, Madam Vice Chair, and take
guestions or comrents.

VI CE CHAI RAMOVAN FOX:  |Is there any question or
di scussi on?

MEMBER VERDUCCI : Yes, Tom Verducci for the
record.

You know, |I'mtrying to understand what's
different fromthis year than fromlast year, and what |'m

reading here in this report is the 9.6 mllion dollars in the
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| egi sl ative approved excess reserves spend. |Is that an
annual expense to the program and was that budgeted for a
year ago when we did our budgets?

MR. HAYCOCK: For the record Danon Haycock.

The 9.6 mllion was for specifically Plan Year
2020. It was not initially built in our agency request
budget but it did make it into the Governor's reconmmended
budget announced on January 15th of this year, and it did
make its way through the legislature for ultinate approval.
If you recall, I think it was the January Board neeting that
| brought it back to the Board for the Board approval to
align the decision-nmaking, but excess reserves spent for HSA
fundi ng has been pretty traditional here at the Public
Enpl oyees' Benefits Programall the way back to |ike 2013.

MEMBER VERDUCCI: And also as a foll owup, |
bel i eve we had 34 catastrophic clains that total ed $7, 000, 000
plus and | believe that's a one-tine expense and that was
sonet hing that had changed the figures that we were | ooking
at from you know, perhaps a year ago.

MR. HAYCOCK: Yeah, for the record Danon Haycock.
Thank you, M. Verducci

The high cost clainms had a significant increase
in utilization, and the increased amount was those additi onal

34 folks over the year prior. Yes, if we were to take the
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average high cost claimtines those 34 folks it was about
seven and a half mllion dollars. | actually think the
reality, it was a little higher but because of averages it
was easier to hone down into that dollar figure. That didn't
reduce excess reserves. The way to look at it is excess
reserves occurred after all of our obligations. So that was
a standard cl ai ns paynent that we woul d make regardl ess of
excess reserves or not. So the excess reserves intrinsically
were reduced but they really never should have existed
because of that claim They only exist after the clains are
pai d.

MEMBER VERDUCCI: So this was due to 34 high cost
claimants. So let's say for exanple we had a big flu
out break and there were now 3,000 clains, at what point does
it go into the catastrophic reserves?

MR. HAYCOCK: For the record Danon Haycock.
Thank you, M. Verducci

W will utilize our catastrophic reserves when we
do not have enough revenue to neet expenses. That's probably
the easiest way to ook at it. As we collect prem uns, as we
col l ect funds, as we collect enployer contributions, we still
have to pay our clains, and we pay them To be truly
transparent, we're probably dipping into the excess reserves

and then building it back up throughout the year as the
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timng of the noney cones in and the timng of the noney goes
out .

So at the end of the year we will show -- let me
back up. Probably around July and August we'll know if -- if
our clains exceeded our projections and if they exceeded the
anount of funding that we assign to them and that's when we
wi || have automatically reduced our excess -- our
cat astrophi c reserves.

MEMBER VERDUCCI: As far as getting a true
assessnment of what the excess reserves are going to be, is
there any additional reports or gage that we can get? It
seens |i ke every year around this tinme we | ook at the excess
reserves being low, and as we get into subsequent neetings
the figures look a little bit different. |'mwondering if
there's any special study or reports that can be produced
where we could gain an accurate assessnent.

MR. HAYCOCK: For the record Danon Haycock.

As Aon nentioned today, PEBP has been the entity
t hat has | ooked at our revenue and expenses and at the end of
the day reported what we thought excess reserves woul d | ook
like. We can utilize their expertise and reserve
cal cul ati ons and have them assist us in the projection of
excess reserves. | would just again caution that we spend

noney before we have it. Even though we project that we're
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going to have it because you never know when the 6, 000, 000
dollar claimis going to come in and | think you're going to
kick yourself if you utilize that projection and the
projection is wong.

A great exanple was the Aon presentation where
they said their best estimate of IBNP was a certain dollar
anount and they are off a couple of mllion dollars, that's
why we have some of the conservative policies at the Board.
And so if you want to spend the noney before you have it, it
coul d cone back and bite you.

MEMBER VERDUCCI: So to ne it woul d nake sense on
the no cost itens here be approved and the other itens that
we're not clear on, to ne it makes sense they should be
tabled until the January neeting.

MR. HAYCOCK: For the record Danon Haycock.

| think that's pretty close to what our
recommendation is here. Although, the ones that require
funding, | can't imagi ne whoever is going to be here is going
to cone back and then find excess reserves by January, but |
suppose they could, but I don't see it because it doesn't
appear we have it. Not only did we have those 34 hi gh cost
claimants that soaked up on average seven and a half mllion
dollars, we also had to increase by about four and a half,

$5, 000, 000 our required reserves because of the new exclusive
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provi der organi zation plan and the utilization and the sl ower
paynment of clainms and the higher cost of those clains that
i ncreased the catastrophic reserves.

And so back to that table on page one and page
two, you'll see that we had to increase our |IBNR reserves by
4.4 mllion, and our catastrophic reserve, actually it went
down, which is nice, by about 400,000, but our HRA reserve
went up 2.4 mllion, and we gave out nine and a half mllion
dol l ars of HSA/HRA fundi ng, cash went out out for the HSA,
but the liability was created on the HRA. So we have to have
cash and reserve to cover it.

And so every tine we give away nore HRA fundi ng
peopl e don't spend it inmediate. Wereas we give away HSA
fundi ng, we consider it expenditures of PEBP. It's just
gone. And so every tinme we give away HRA fundi ng, those
bal ances increase, and we have to hold the cash in case they
use it. So, again, it's kind of a snowball effect. When
clainms go up and costs go up, catastrophic reserves go up, if
we start paying a little bit slower for nmany good reasons why
we woul d, claimor IBNR goes up and then we al so have to, if
we're giving away nore noney, then HRA goes up, and so all of
t hese reserves conpound when we have years |like we did |ast
year.

MEMBER VERDUCCI: Well, it makes sense what
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you're saying there that you want to see the noney there
before it's spent.

VI CE CHAl RWOVAN FOX:  So are we okay wi th having
Damon go through all of this before we vote on any of it?
Yeah, okay. Al right.

MR. HAYCOCK: For the record Danon Haycock. |
wi |l then continue through.

So the next one is on second opinion services.
Today we have that plan offered or on our plan we offer those
services. W utilize the Mayo Cinic and the C evel and
Cinic. There is a potential travel benefit for fol ks that
would i ke to utilize that second opinion service. However,
our partner, our third party adm nistrator Heal thSCOPE
Benefits has found another provider that can potentially
assi st even nore of our nenbers to navigate through this
process and receive second opi nions on a whol e sl ough of
different types of services. | have them here on page three
of the report.

They include basically |ike muscul oskel etal,
nervous system oncol ogy, digestive system fenmale
reproductive systemand circul atory systemtypes of services.
What this second opinion entity is willing to do is provide
expert medi cal opinions, treatnent, decisions, support,

referrals to |l ocal high value providers and, of course,
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ongoi ng support. The conpany is called Second MD, but they
woul d be treated just |ike any other provider and bill the
plan a claimfor services. So it's not like there's a
specific direct relationship we need to have with them just
i ke we don't have direct relationships wth doctors today or
with hospitals today, right? W have networks, and so this
woul d be a network addition, basically operated through the
Heal t hSCOPE contract.

They are guaranteeing a 1.25 to one based on
epi sode of care costs, the episode of care for the expert
opinion and with a nenber ultinmately chooses. So if a nenber
is told they need to have a certain type of treatnment and a
certain side of care and they get a second opinion and they
don't decide to utilize that -- that service, then the
difference in cost will be -- will be utilized for the
savi ngs amount, and that savings wll be matched agai nst what
we pay in clainms for the second opinions, and so they have
agreed to do 1.25 to one.

| think it will be viewed as a nenber enhancenent
or a benefit enhancenent so our nenbers that would utilize
t hese services will see a richer benefit, but it's not |ike
we don't do this today in sone fashion and so |I'm not, you
know, ready to beat down the doors and say this is sonething

we need to do. This is the right thing to do. |If this is
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sonmething we want to wait on based on ny initial disclainer
at the beginning of this agenda item | don't think we are
goi ng to harm anybody because there already are second
opi ni ons today.

Then there is a chronic kidney di sease managenent
pilot program W currently partnered with American Health
Hol di ngs for our utilization nmanagenent and | arge case
managenent, and they have a series of services that they
provide for chronic kidney disease for other clients
t hroughout their book of business. It was sonething we
didn't activate initially when we negoti ated our contract.
However, they can as a typical provider also bill for this
service through -- through nmedical clainms through Heal t hSCOPE
Benefits.

W -- we do have a high cost for chronic kidney
di sease. About 7.4 mllion dollars we spent |ast year and
there are five stages, and |'mnot a doctor. |'mnot going
totry to pretend to be one, but nmy research shows there are
five stages of chronic kidney di sease and as you nove through
t hose stages, your health, of course, gets even worse, and by
the stage five you're in total kidney failure and you're
ei ther | ooking at transplants, dialysis or both. So how do
we get people to avoid getting dialysis and transplants and

basi cal | y saving those ki dneys.
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

And so there is an opportunity through a di sease
managenent process to try and pilot this. Though we would --
we woul d get a return on investnent of one to one, and the
way that we woul d | ook and nmeasure that return on investnent
is those folks wth chronic kidney disease in each of these
stages that seek care through this service would be matched
up against those simlarly situated that didn't and the delta
or the difference between their cost would be recorded as
savi ngs, and then we reduce the anount of those savings by
what we paid for the services, and if we pay nore than what
we saved they would nmake us whole. That's the return on
i nvest nent .

If we save nore than what we paid, well, then
there's a little bit of gain sharing involved there to try to
notivate themto continue to do better. And so if the
savings, it's that final bullet on page four, if the savings
out wei gh the total annual spend, we'll share 25 percent which
is pretty standard of the savings up to -- up to a cap. |It's

up to about $100, 000 of shared paynent savings, and | show

some math in there. But basically if they save us a billion
dollars we're not going to give thema quarter of a billion
dollars, right. | mean, we're not going to do that. 1It's

not in our best interest. Do we think we're going to save us

a billion dollars, of course not, but that's just an extrene
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idea as to why you want to put caps on gain share so there's
an anount you share back but then if you get really good
savings, nost of it or all of it stays with the plan.

So we can pilot it. Again, it's not sonething
that we can't put off. |It's not sonething that we have to
put in place this next plan year. And if you followed,
again, nmy disclainer at the beginning of this report, it may
be prudent to push this off into the next biennium and
present it as a value at a benefit addition, a richer benefit
design as part of our budget devel opnent through the
| egi sl at ure next session.

The next itenms is CDHP HSA and HRA funding. W
basically said would you like to approve what the |egislature
already did which is $125 for primary participant in the next
pl an year. Wen we voted on the $400 that was approved for
this plan year, we only brought that portion for your
approval. So to clean it up, we're bringing it back again to
align the deci sion-making.

Then as far as centers of excellence, this was
for Ms. Mtchell. She wanted to know if there was a way to
increase the utilization of them W currently have a
mandate to use themfor bariatric surgeries and transplant --
transplants, and the provider recomendi ng the service works

with PEBP' s case managenent partner and third party
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adm nistrator to ensure fol ks get access to those centers of
excel | ence.

W can devel op a programthat either incentivizes
the use of themor de-incentivizes the not use of them
right. Simlar to our reference based pricing programwe
have for hips and knees where we pick chanpion | ocations and
say that's what we're going to pay off of and if people go
anywhere else they pay the difference. That can be | ooked at
as a benefit reduction. It can be a paying point to some of
our nmenbers who don't want to go to one of these |ocations.

Al t hough, we think it's inportant to use a center
of excellence, it also may be nore costly so we al so have to
t hi nk about that as well because sonetines, not always but
sonetines quality incurs a higher cost. And so what we
recommend is pending the decision, of course, that you guys
deci de on the second opi ni ons because part of second opinions
is also steerage to centers of excellence. W think it may
be in our best interest to showase what those centers of
excel l ence are and post them on our website, reference them
in our newsletter, send themout to -- send notices out to
our nmenbers so they know they have these benefits and know
where these designated centers of excellence are.

Sonmet hing | shoul d have said at the beginning of

this section, there is no |like federal definition of a
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centers of excellence or a state definition. So it's

i ncunbent upon every health plan to kind of determ ne their
own, and so we utilize the Etna National Network, and they
have a series of centers of excellence for all types of
services that -- that they have provided us and we can -- we
can post them We can educate our nenbers on them and
that's what we think probably is the right thing to do at

t hi s stage.

Then noving onto the page six and into page
seven, these are nostly the requests of the Nevada System of
H gher Education, Nevada Faculty Alliance. These are talking
about reducing deductibles, elimnating co-pays for vision
exams, increasing the dental benefit maxi munms, and you'll see
different layers and levels and tiers of what it could | ook
i ke and what the costs would be to PEBP

Normal |y we woul d have a deeper conversation
about these when we had a significant |evel of excess
reserves, but with $235,000 | don't think we can do anything
on here. So our recommendation for these three itens and the
one that isn't in here that was in Dr. Unger's attachnent
whi ch was increasing the HSA funding for dependents by $100,

t hat additional cost and these costs we believe should be
built if you are interested into a budget enhancenent unit,

and we'll talk a little bit nore about that in the next
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agenda item

Then there was another request at the |ast
nmeeting by M. Ervin fromthe Nevada Faculty Alliance. He's
not here today. He told ne he wished he could be, but I'm
going to bring this up for him That there was an
announcenent that canme out | think fromthe IRS about the
potential increasing to preventive benefits and if the plans
wanted to utilize that, we have a preventative drug benefit
t oday where we bypass the deductible to allow fol ks that need
preventive medi ci nes and nmai nt enance nedicines, first dollar
coverage fromthe plan to help thempay for those nuch needed
prescriptions. There were basically five things that were on
that I RS i ssued update.

The first was the addition of selective
serotonin, reuptake inhibitors or SSRI's that's for
anti-depression. Then there's inhaler cortisone steroids for
nore of those asthma, COPD fol ks, peak flow neters and ast hma
assi stant devices, diabetic nedication and gluconmeters and
bl ood pressure nonitors. So we already covered inhaler
cortisone steroids on our current |list and diabetic
nmedi cati ons and gl uconeters are provided through our diabetes
care managenent program today.

The bl ood pressure nonitors are avail abl e through

t he medi cal benefits. So the only additions would be the
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anti-depressants and peak flow neters. And when we had t hat
utilization, the current utilization of those two on our

pl an, our pharmacy benefits nmanager cane back and said it
woul d cost 216,000. However, that's for current utilizers
only. So we don't know if additional utilizers would conme to
the table and start utilizing this nore because of this
preventive drug benefit.

A good exanpl e, we devel oped a preventive drug
benefit for a bunch of different drugs when we first created
that list a few years ago, and | sat in front of the Board
and said we anticipate a half a mllion dollars of cost out
of our excess reserves. It turned out to be 1.5 mllion
because nore people started utilizing it, which is a good
thing, but it did drive up the cost by a factor of three with
new utilizers, utilizers and stopped taking it and then
started again.

So we don't feel there's enough excess reserves
avai l abl e to cover the potential increase in costs for this
benefit, and a |lot of these benefits are already covered
today. But if it's sonething you want us to continue to
anal yze, we can either -- of course, you all can approve it
anyway or if you decide to put in our budget, we can put it
into our budget in the next budget build as a potential cost

increase to be offset by other cost saving activities.
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So that's really all of it in a nutshell. The
recommendati on stays the sane. Again, |'mnot com ng out
pretty strong on the two itens. There is -- we don't feel
we're going to put the plan in jeopardy if we don't do them
and it may be prudent to be patient and allow the process to
be built into the budget. So, therefore, it's -- it's
consi stent every two years and both the Governor's O fice and
the | egislature know how the programw ||l be noving forward
and they know what they are paying for every tine they vote
and approve our biennial budget.

Wth that, I'll turn it back over to you, Madam
Vice Chair, for any questions or comments.

VI CE CHAI RMOVAN FOX:  So ny only conment is the

SSRI's, if we can break one thing out of here, |I would |ove
to see it. | mean, if we included generic SSRI's because
they are so cheap, | would love to see that included at this
poi nt, but other than that | |ike PEBP' s recommendati ons.

Does anybody, any other Board nmenbers have
questions or comments for Danobn?

MEMBER M TCHELL: Jet Mtchell for the record.

| do have a comment about the second opinion
services for CDHP and EPO. So in addition to cost savings,
don't have the site here of the research studies, but

research studi es have shown that patients that do seek a
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second opinion persist in the treatnent of that second

opi nion nore qui ckly and persist throughout their treatnent.
Additionally, patients that seek second opinions tend to be
happier with their plan and with the fact that that has been
offered to themas a patient.

Al so, in the extensive, on patient cancer
advocacy work that |I've done, extensive conversation has been
around access to second opinions. So | have strong, firm
strong thoughts about having second opi ni ons services
avai l abl e through the plan not only for that cost savings
whi ch i s obviously sonmething we should keep in mnd to be
prudent fiscally but also fromthe high satisfaction that can
be gained from patients that not only have that option, even
for patients that don't use that second opinion. Know ng
that that is available can be very strong. And then as |
nmentioned earlier, know ng that patients access that second
opinion then carry through with their treatnent.

MEMBER LAMBORN: | wanted to go back to the
ki dney, the chronic kidney di sease managenent, the case
managenent, and | see here that it would be the conpany, the
case nmanagenent conpany woul d sign an agreenment with
Heal t hSCOPE. \Were woul d the pay for performance and the
nmeasuring of performance fall? Wuld that be an agreenent

with PEBP directly or wi th Heal t hSCOPE?
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MR. HAYCOCK: Good question, M. Lanmborn. Danobn
Haycock for the record.

We have a simlar arrangenent with Heal thcare
Bl uebook, Doctor On Demand. W get reports directly from
those entities, and then we -- we do the -- we do the
internal | ook at savings. W can also as part of the Health
ClaimAuditors, every 90-day audit to Heal t hSCOPE add t hose
audits so to validate those savings every 90 days as well.
So we can nmake sure whatever you guys agree to that no one is
pul ling the wool over your eyes and that it's vetted.

MEMBER LAMBORN: Al ong that question, again, Leah
Lanborn for the record.

So that's kind of where I"'mgoing with is
what ever we agree to, | have found that these pay for
performance type of arrangenents, if it's not spelled out
exactly how it's neasured and what's going to be taken into
account during that neasuring of savings that it gets very
gray and that the contractor generally gets to get the pay
for performance.

MR. HAYCOCK: So for the record Danbn Haycock.

| spend a lot of time working with Anerican
Heal t h Hol dings and try to figure out how we're going to
return on investnment because if there's one thing that |

dislike the nost is bad return on investnent netrics. And we
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-- anytinme | conme up here and present to you a potentia
savings, it is ny nane and ny recomendati on and ny
credibility on the line. So | take it very personally to
ensure that whatever savings that we project that if there is
a guarantee that that guarantee is upheld to the nost
strictest standards.

And so the initial return on investnent wasn't
going to be as detailed as what we wanted and we told them
this is the only way we're going to do it, and it's pretty --
it's not standard in this area but it's sonething that PEBP
al ready uses today. So for chronic kidney di sease, the
savi ngs net hodology is going to mrror the savings
nmet hodol ogy for the obesity care managenent report. Again,
it's simlarly situated people. Those that are on the
program versus those that are off the program how nuch did
they incur in medical costs throughout the year and how nmuch
did they incur in nmedical costs throughout the year and the
difference we can attribute to savings.

Now, there's always outliers we can tal k about.
Well, this person incurred this major accident and it had
nothing to do with their chronic kidney di sease, and we can
| ook at pulling those out, but on average we find that this
is a pretty fair way to | ook at these pay for performance.

And so if we do it on the negative end, if they don't neet
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it, then we can al so use the sanme netrics on the positive end
if they exceed it.

MEMBER LAMBORN: Just one final foll owup on
that. So those outliers and that's where it gets really
gray, those are spelled out in this agreenent and contract.

MR. HAYCOCK: So for the record Danbn Haycock.

We antici pate Heal t hSCOPE Benefits doing is
signing a letter of agreement with Anerican Heal th Hol di ngs
for this specific process and the billing and the guarantees.
We'I | nmake sure that any agreenent has that spelled out and
if it doesn't we won't signit.

MEMBER LAMBORN:  Okay.

MR HAYCOCK: O they won't sign it. Excuse ne.

MEMBER LAMBORN: Thank you

MEMBER ZACK: Madam Chair, Christine Zack for the
record.

So, Danon, with these current agreenents with
second opi nion services, are those via telenedicine or via
phone or you actually travel to the Mayo Cinic and C evel and
dinic?

MR. HAYCOCK: For the record Danon Haycock.

My understanding, and I'I|l |et Mary Catherine
correct ne, but that we actually provide a travel benefit for

folks to attend, as well as the ability to do it froml think
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pier to pier, doctor to doctor but if you want to come up and
bail me out | appreciate it.

M5. PERSON: Mary Catherine Person for the
record.

The way that it's worked, actually there's the
ability to do an E-review So if the patient wants their
records to be reviewed, they contact us. W help them
collect those records. W then provide themto Mayo or
Cleveland Cinic. And then based on that review, then they
make a travel or no travel recommendati on based on the review
of those records.

MEMBER ZACK: Thank you.

M5. PERSON:. Unh-huh. Can | have one other point
on that. The other conponent to the whole second opinion
story is the fact that today your nenbers do have access to
the nati onw de Etna Network. And so at any tinme we can work
wi th your nunbers around getting a second opinion from
another provider. |It's certainly in concert with American
Heal th Hol dings. So that is also another option available to
all of your nenbers today.

MEMBER ZACK: Thank you. My concern was nore
over the travel cost and the cost associated with people
having to take off time fromwork, maybe arrange chil dcare

and whether or not this is a benefit that we actually don't
CAPI TOL REPORTERS (775) 882-5322

87




© 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

currently have in that it could be done virtually. | still
support it but just had those questions about what we're
currently offering.

MS. PERSON. The -- excuse ne, the additiona
benefit that we were tal king about was a fully virtua
program as well which would be really in addition to all of
t he other things you have.

MEMBER ZACK: Great. Thank you.

M5. PERSON:  Uh- huh.

VI CE CHAl RMOMAN FOX: So any ot her questions for
Danon or di scussion?

So, M. Verducci, you didn't actually nmake a
notion but had a suggestion that you |iked PEBP suggestions
ot her than you wanted to revisit in January rather than at
t he next budget cycle.

MEMBER VERDUCCI : Tom Verducci for the record.

Madam Vice Chair, | wanted to see if | could
clarify the suggestion that you were maki ng because that
coul d perhaps be intertwined into a notion.

VI CE CHAl RMOMAN FOX: Ckay. So ny suggestion was
sinply regarding the I RS approved drug list that we actually
at this point include generic SSRI's. So | know there's a
list of five things here. Sonme have al ready been addressed

in our plan, but I would suggest we include the SSRI's at
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this point. | know this doesn't specify if they are generic
or not generic. I'mgoing to assune they are because the
cost was so low that you nmentioned, but | would request if
they are generic that they be included.

MEMBER VERDUCCI: Thank you. I'mwlling to nmake
a notion on this item

VI CE CHAl RMOMAN FOX: Ckay. Let's hear that
not i on.

MEMBER VERDUCCI : For the Plan Year 2021, the
noti on woul d be that PEBP reconmmend i npl enenting second
opi nion services with second MD fromthe CDHP and EPO pl ans
to piloting chronic kidney disease services in the CDHP and
EPO pl ans. Three, approving the 125 dol |l ar enhanced
i ndi vi dual HSA/ HRA fundi ng as approved by the |egislature for
i ncreasi ng menber educational benefits of utilizing the
centers of excellence. And five, tabling all other anal yzed
enhanced benefits above for possibly inclusion in the '22-23
budget devel opnment, plus the inclusion of the generic SSR
suggestion as Vice Chair Fox has suggested.

VI CE CHAl RMOMAN FOX:  Thank you.

So we have a notion. |s there a second to that
not i on?

MEMBER PACKHAM  John Packham 1'Ill second that.

VI CE CHAl RWOVAN FOX: So | have a notion and a
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second. All in favor -- is there anynore discussion before
we vote? GCkay. Al in favor say aye.

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

VI CE CHAl RMOMAN FOX:  Any opposed? Ckay. Mbdtion
carries.

I"mgoing to ask that we take a short break
bef ore we nove on to Number Eight. Ten m nutes.

(Whereupon, a brief recess was taken.)

VI CE CHAl RMOMAN FOX: Ckay. |'mgoing to cal
our neeting back to order, and we're going to start wth
Agenda |tem Nunber Ei ght, discussion and possible action and
to approve benefit changes for Plan Year 2021, PEBP s master
pl an docunents for the CDHP and prem er EPO plan. Danon
Haycock

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

So there's a couple of pieces to this report that
we need your approval on first, and we tal ked about it after
the | ast session ended back in June or at the Board neeting
in July. There was a couple of bills that passed that
addressed things like sickle cell anem a or gestational
carriers and things that our plan was not quite in conpliance

with when these benefits are to begin on January 1.
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And so when a plan wants to change their naster
pl an docunents or their summary plan docunents, they -- for
the current plan year, they need to do it through an
amendnent | og and post it out there for all of the
menber shi ps so they know a change has occurr ed.

This is the first tinme we nade a change since
|*ve been here at PEBP. | don't know if ny predecessors have
had to nake changes but to -- to align our plan and our
benefits with | egislative approval over the |ast session, we
need to do a coupl e of things.

And so the first section on page -- the first
page of the report tal ks about what we're going to revise for
this current Plan Year 2020 and for these anmendnment | ogs.
First we're going to talk about the benefit limtations and
exclusions. W used to just blanket exclude certain types of
fertility and infertility services.

And what we've done, | should have said this
earlier, we actually posted this report in the track changes
node. So you're going to see exactly what we're doing to the
| anguage in the docunent. The things that are crossed out
are things we're taking out, and the things that are
underlined red, if you don't have a color copy, they are the
under|lyi ng ones under key terns and definitions on page two

and page three, but those are the new | anguage we're going to
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put into these plans.

And so under benefit limtations and excl usions,
you'll see starting out on page two that we're -- we're going
to take out of the exclusion maternity services related to
our participants serving in the capacity of a surrogate
not her.

And if you recall at the |last session and
afterwards, we brought a report summari zi ng what happened.
That the |egislature has now requirements of health plans to
cover surrogacy which we didn't before. So we need to take
t hese exclusions out of our plans to be -- to be inline. W
al so want to define themin the key terns and definitions.

So we define what a gestational carrier is and we al so define
sickle cell disease, and so that's the first part of this
report.

Then, again, in exclusions on the CDHP anendnent
log, you'll see on page two we take out surrogate parenting
fromthat exclusion. So the first part of page one and the
top of page two is the EPO docunent. The bottom of page two,
into page three is the CDHP docunent. W're aligning the
benefits in accordance with law. Again, we're taking out
exclusions for maternity care and delivery expenses
associated with a surrogacy nother's pregnancy, and we're

addi ng those two definitions. So for that part we recomend
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that you approve and incorporate the revisions described so
we can go ahead and notice and announce and post for our
nmenbership so they have an accurate docunent. These benefits
begin lawful ly on January 1st.

Then the second section describes proposed
changes to the CDHP and EPO master plan docunents for the
next plan year. W traditionally bring these to you in
March, but there was sone pretty valid coments by the
advocates last March that said how conme you're changing
benefits in your plans and you're not talking about them at
t he Novenber Board neeting. So we backed it up to be nore
transparent and give everybody an opportunity. You can make
a decision today and technically undo that decision in
January or March. So there is some tine so fol ks can di gest
what we're recommendi ng.

What you don't see here today are all of the
adm ni strati ve housekeeping things, |like we changed a date or
we updated the has amount fromthe IRS. Those things we'll
bring back to you in March, just a summary real quick of what
we' ve done because they don't change the benefits outside of
what we have to do when it comes to those contributions so
they're not a decision necessarily that is nade by the Board,
but we do want you to continue to approve the things that

need to be approved.
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So the first thing that we're going to do in
section two is we're going to define, and this is on page
three, we're going to talk about a breast augnmentation
benefits for the CDHP and EPO plan. And so right now we have
a bl anket exclusion for breast augnmentation, but there are
fol ks that are going through gender reassignnment, | don't
want to say services, but gender reassignnment therapy, and as
part of that therapy they are issued hornones to conplete
that transformation. And if those hornones do not take
effect then there are benefits that are provided and, you
know, in other areas. Moyst inportantly as a conpari son,

Medi cai d covers breast augnentation if soneone had 12
conti nuous nonths of hornonal therapy and failed to result in
a certain level of tissue growth.

And so in order to be in conpliance with the
trans or excuse nme, the gender reassignnment and transgender
laws, as long to align with Medicaid, we recommend addi ng
this benefit just really to kind of protect the plan and to
ensure that we're consistent across the state. Basically we
would -- the revision will renove the exclusion for nedically
necessary breast augnentation related to gender reassignnment
surgeri es.

The second part is wanted to clarify the

Heal t hcare Bl uebook incentive reward. |If you recall, you
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approved Heal thcare Bl uebook | ast year for this, not only for
this current year but it was -- yeah, excuse nme. It was
introduced with incentives. There are certain high quality,
| ow cost providers that are shown on the website that if

fol ks do select, they get an incentive check.

But one of the problenms we ran into is sone folks
weren't catching them and they becone a stale check and how
do we deal with that and how does that noney cone back. And
so we wanted to cone up with a pretty standard accounti ng
practice which is participants earning a nonetary reward from
Heal t hcare Bl uebook wi Il have 180 days fromthe date the
check is issued to cash it, and those that aren't cashed wl|l
be forfeited and funds will be returned to the plan. So we
just want to make sure we aren't carrying this liability for
these very small checks year over year until the end of tine.

Then as far as CDHP, HSA/ HRA contri butions, we
wanted to align with what we're actually doing in policy, but
it wasn't quite clear enough in our plan docunents. This is
for the Consuner Driven Health Plan that we wanted to add the
| anguage that under no circunmstances will a participant or
dependent who received contributions during the plan year be
eligible for additional contributions due to reinstatenent.

So if you are in our health plan on July 1 and

you are an enpl oyee and you have HSA, you get an HSA anount.
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| f you have HRA, you get an HRA additional balance. |If we do
suppl enental funding, it goes out on July 1. Again, this is
strictly for the Consuner Driven Health Pl an.

And then if it turns out that you have an HSA or
an HRA and you end up termnating fromstate service but then
you get rehired a couple of nonths later, we want to make
sure that we're very clear that you can't double dip. You're
not going to get it all back again, right. You're going to
be able to carry forward the HRA funds that were on the books
that were for the plan year and you're not going to get an
addi ti onal HSA amount because it was al ready provided back in
July. So this is just to clarify that part of the program
W feel it's inportant that we nake sure that we protect
ourselves by outlining it directly in our plan docunent.

That is also on page five, again, reinstated
enpl oyees who have active enploynent in the sane plan year
and have an HRA. Traditionally we have the ability to, we
don't do this, but you could have accunul at ed t housands of
dol lars of HRA funding, started the plan year with us, got
anot her supplenmental from you know, the | egislature and the
Board and then you left state service. Wat's supposed to
happen i medi ately when you | eave state service as Cari
nmentioned earlier in the HRA reserve di scussion, those funds

are forfeited and they go back to the state and the
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lTtabilities get reduced.

Wien a nenber gets reinstated within the sane
pl an year as a nenber benefit, we allow themto keep the
amount of noney that they had in their HRA before. A good
reason for this is if you get an HSA, you get the cash in
your account. If you get an HRA you get balance. |If both of
t hese people | eave and cone back, that person still has the
HSA noney that was left there, but the person with the HRA
| oses all of it.

And so to try to be a little bit fairer and
provi de a benefit, especially for those that are retired and
on fixed inconmes that are on our plan, it's sonething that we
have been doing in practice, but we have not really had it
outlined in the plan. So we would like to outline it in the
plan to protect the decision-nmaking of the Board and PEBP

Last but not |east, we want to tal k about the
dental anesthesia. This effects really all plans. |f you
t hi nk about it, our dental programis offered to CDHP, EPO
HMO. They are also offered to -- to the -- for the Medicare
Exchange, but this specific is for the CDHP and EPO pl an
because it's when dental benefits are being accessed on the
medi cal pl an.

And so we have current |anguage, we show in the

2020 CDHP that if a patient is under the age of seven, that's
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the real inportant part because in -- we don't have that sane
age aligned in the EPO, and so this benefit is provided to
fol ks under seven. | believe on the EPOit's for folks

under or it just says under 18 and has a physical, nental or
nmedi cal |y conpromi sing condition. So basically this benefit
all ows fol ks that have -- that need certain type of dental
services through the nmedi cal plan, say they need
reconstructive surgery or they were in a car accident and
need to get it done through an inpatient location, this is to
align the age requirenents so that way we're giving both of
our plans the sane benefit.

So at the top there or in the mddle of the page,
on page five we tell you what the EPO plan |anguage is, just
three bullets and then below that with the CDHP | anguage, it
goes into nore detail, and so we're recomendi ng that we
align both of the benefits to the one singular benefit today.
That you are under 18, that you do have dental needs which
| ocal anesthesia isn't effective because of infections or
anatom ¢ anomalies or allergies that you docunented nmental or
physi cal inpairnment requiring general anesthesia, is under
the age of seven. So we clarify that and that no pain is
extended towards the dentist or assistant dental provider
under this plan. Refer to the dental benefits described in

t he PPO dental plan for those.
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So we went over those pretty quickly. W' re not
really recommendi ng new benefits. W' re not saying anything
that isn't already either approved by the |egislature or
approved in practice but not delineated as well or clarified
as well in the plan docunents. But for transparency we
wanted to bring themto you all today because these do
outline benefit changes that are different than what we have
in our docunents today. They don't really outline benefit
changes that we're offering with the exception of the
surrogacy law that is going to into effect January 1.

Wth that 1'Il take any questions.

VI CE CHAI RMOMAN FOX: So I'mgoing to ask, this
m ght sound like a silly question. Howis eight different
fromseven? |Is eight just different than -- it's just
clarified | anguage?

MR. HAYCOCK: For the record Danon Haycock.

So seven, it talks -- had you guys approved a
whol e sl ough of new benefits then we would need to put them
into our master plan docunment, and so one kind of |leads into
the other into the other. And so seven, Item Nunber Seven
tal ks about what do you want to do different in the next plan
year. And the only difference that | think you guys added
was the generic anti-depressants and then expanded the use of

second opi ni ons and expanded t he use of assistance for our
CAPI TOL REPORTERS (775) 882-5322

99




© 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

chronic kidney di sease program Those that we can delineate
in our master plan docunments, we'll add that docunmentation as
well, but think of it kind of like, | don't want to nake
light of it, but think of it |ike a check the box thing. You
make a decision on a design, but then you also need to
approve the docunments that we post and that will keep us safe
| egal ly.

And so this is -- this is the kind of follow the
bouncing ball. You start with benefits, benefits get put
into docunent and then they get posted and sent to our
menbership. So | hope that answers your question.

VI CE CHAl RMOMAN FOX: It does. Does anybody have
any questions for Danon?

MEMBER VERDUCCI: Yes. Tom Verducci for the
record.

| just want to discuss the Bluebook checks. It
seens rather archaic that we are sending these small checks
to people and they are going un-cashed. You know, it's
costly generating a check. |Is there any possibility or any
past di scussion of maybe getting a routing and transit nunber
and setting up a direct deposit?

| just find in my line of work people, you know,
nowadays are much nore willing to give their banking

information and it alleviates cost in the paper and checks
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goi ng un-cashed?

M5. RICH For the record Laura R ch.

Yes, you are right, M. Verducci. It is -- it is
costly to generate a check, and | personally get it. A 20
dol I ar check, it's not the, you know, it's not the easiest to
go and cash it and deposit it. It's, you know, sonmewhat
archaic |ike you say.

Unfortunately, a lot of nmenbers that receive
t hese checks are, they are receiving themas a result of a
service. So they -- they have that service that is
gqualifying themfor a 25 dollar, 50 dollar check from
Heal t hcare Bl uebook. Heal thcare Bl uebook does not
necessarily know that they are going to receive that service,
and so we only know of them or Heal thcare Bl uebook only knows
of them after they receive that service a check is generated.

There m ght be a possibility to reach out to
Heal t hcare Bl uebook and ask themif they have a process to
maybe reach out to these nenbers and say, hey, can we do an
el ectronic deposit or how do you wish to -- to have this
noney deposited? Wuld you |like a check or but for the nost
part these services are a result or these checks are result
of a service that we didn't know was going to -- were going
to occur and so they qualify for that -- for that check or

for that incentive check as a result of that. So | can
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certainly reach out to Healthcare Bl uebook and see if they
have a process for that and |l et you know.

MEMBER VERDUCCI: | think that would nake a | ot
of sense. It seens like we're in a digital world nowadays,
and | just know from you know, my work experience that
typically generating a check costs about $10 minimm |f
it's a 25 dollar check it's a pretty big waste. | just don't
know if logistically if they are set up to do a banking, but
that would be a good thing to look into if they can capture
t he banki ng i nformation

MEMBER LAMBORN: Leah Lanborn for the record.

Just to followup on that. | think the idea
thing, if it's possible, is if our enployees are getting
direct deposit payroll can that information be shared or can
Heal t h Bl uebook provide the information for our payrol
departnment | guess to deposit into their account if they have
that, if the information is available. | think that woul d be
nore ideal

MR. HAYCOCK: So for the record Danpbn Haycock.

Just a couple of things I want to tal k about.
One, I'mgoing to do yours first, Ms. Lanborn. W have |
t hi nk 151 pay centers. So, yes, the bulk of our folks are
either in central payroll or in the Nevada System of Hi gher

Education. W have a descent anopunt in PERS as well, but we
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have a | ot of one-person shops that have to do payrol
deductions and inclusions, and | don't know how well they are
set up to do that, and a lot of themare also |oca
governnments as well that support our non-state retirees that
are still on our plan that have access to these services on
t he CDHP t oday.

One of the things that | was surprised, surprised
me very much is when | did get a check, this was sone tinme
| ast year, who still uses checks, and ny w fe picked up her
phone and took a picture of it and 30 seconds later it was in
nmy bank account. So there are sonme other technol ogica
advances that people have access to today to be able to
instantly cash checks or receive them

There's also a potential concern, and | wanted to
address your comrent, M. Verducci. There are a |ot of
peopl e that have no problem giving out their banking
information but there are a | ot of people who do, and | don't
know if folks are going to be okay with a third party that
works with -- a third party that works with PEBP to give them
routing nunbers and a direct link to their bank account for,
again, a small check that they may or may not actual ly cash.
So just thinking both sides of the fence on this one.

| woul d be careful about trying to collect

anynore information fromour nenbers than we need to because
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our role is to be the health plan, right. So, you know, as
an exanple, | don't get to know anyone on ny -- any retiree
or enpl oyees health status or what they are seeking services
for unless they reach directly out to ne to do sone
investigation, and so there's a great separation there that
protects their information, and so | don't know if you would
get pushed back. | think we've had a | ot of pushback froma
few very vocal nenbers, on, you know, Doctor On Denmand and
required to enroll in electronic, you know, health benefits
process. Just sone things to think about to weigh. There is
a great benefit and a cost savings to doing this

el ectronically, but there's kind of a personal disadvantage
to sone folks.

VI CE CHAIl RMOVAN FOX:  Okay. Anynore di scussion
or questions for Danon?

So woul d anybody |like to nmake a notion? | think
we woul d need a notion for staff to approve staff to make
requi red techni cal changes as well as approval for the staff
request for Prem er EPO and changes that Danon went over. So
we woul d need a notion for both of those things when you are
ready to do that.

MR. HAYCOCK: For the record Danon Haycock.

There's a nunber missing in the staff

recommendation. So we request approval for the Prem ere EPO
CAPI TOL REPORTERS (775)882-5322

104




© 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 CDHP Master Pl an Docunent anmendnents described in
sections one and two for Plan Year '20 and Pl an Year '21, as
wel | as approval to nmake any required technical changes. W
do need to make those changes to the current plan year
docunents as wel | .

VI CE CHAl RMOMAN FOX: Ckay. So with that change
not ed woul d anybody |ike to make that notion?

MEMBER M TCHELL: Jet Mtchell for the record.
Mot i on.

VI CE CHAl RWOVAN FOX:  So we have a notion. Wuld
anybody |i ke to nake a second?

MEMBER BAI LEY: For the record Don Bailey. |
second that notion.

VI CE CHAIl RWOVAN FOX:  We have a first and a
second. |Is there any discussion? Al right. So | wll ask
that we now vote. Al those in favor say aye.

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

VI CE CHAIl R\MOVAN FOX:  Any opposed? Okay. So
that notion carries.

That brings us to Agenda |Item Nunmber N ne,

di scussion on PEBP's fiscal year 2022-23 budget devel opnment
and direction of staff on budget enhancenents for subm ssion

of PEBP' s bi enni al budget August 2020. Danobn Haycock.
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MR. HAYCOCK: Thank you, Madam Vice Chair. Danon
Haycock for the record.

This agenda is designed -- this agenda itemis
designed to be nore of an open conversation, an open dial ogue
on potential processes noving forward. W did nmake it for
possi bl e action just in case you decided you wanted -- you
felt very strong about sonething, you wanted us to do
sonet hing i nredi ately, but there is no witten report because
we wanted to really have a strategizing conversation and not
hone in too nuch on one specific avenue.

So in years past, we had followed a very simlar
chronically or a simlar set of steps that basically foll owed
this process. Septenber, again, we would cone up to you guys
and tal k about potential plan design opportunities. You
would tell us if you wanted to add or change any of those,
and then we would go back with our partners and anal yze them
At this nmeeting every year we would bring them back to you,
what is available both in cost savings and benefit
enhancenents, and then we woul d go ahead and nake
recommendati ons. You guys woul d approve what you decided to
approve, whether it was our reconmmendations or not. | think
t oday was a great exanple as to how you guys differ which is
excellent as part of this process, and then we woul d go ahead

and get trend in January on how we're doing. |In March we
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woul d get rates, nmake any final decisions if sonehow
magically we felt noney was -- there was nore noney on the
table and then we woul d inplenent by July 1.

Based on the conversation or in the reporting
earlier today at the neeting, | talked a little bit about how
the |l egislature and the Governor's Ofice has becone nore
involved in this process, and really this agenda itemhere is
to highlight again what | think we may have done in the past.

In my conversations with LCB and the Governor's
Finance O fice recently, PEBP was rem nded that in years past
this Board woul d sel ect benefits that they wanted to either
cut or increase or change and they would do it on a cycle and
it would be on a cycle through the budget, the budget
devel opnent process. And since | got here, |I've been a
little nore, | don't want to say innovative but a little |ess
patient maybe in wanting to do things a little bit quicker
for our nenbers to restore nore benefits to them faster than
in the biennial process, and it has received sonme m xed
reviews by the legislature and the Governor's Ofice.

And so what we're wanting to tal k about today is,
you know, is there a benefit and | think there is to going
back to that process of introducing new benefits but al so
providing a nore coll aborative process with the Governor's

Ofice and the legislative counsel bureau and the |egislature
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ultimately to decide what they want to fund as is their role.

And so before we woul d get a bunch of
recomrendati ons and suggestions from advocates, from our
partners and then PEBP would go through and pick them apart
and cherry-pick the right ones and that would be our
recommendati on. What we're suggesting today is we kind of
open up the table up a bit and say, you know, what do fol ks
want to do. We received a response from Dr. Doug Unger from
UNLV. | received a text during the neeting from AFSCME,
enpl oyee representati ve who said he's going to be submtting
what they feel that they want on behalf of the enpl oyees.

And really in this process maybe, maybe we put it
al together, and we say here is all of the different options,
think of it ala carte style and present it in our budget, al
of these budget enhancenents because there wll be changes to
what we're currently funded for today and whatever nmkes it
in through the Governor's reconmended budget process nakes it
to the legislature, and then PEBP will go and defend that
Governor's recomended budget as we do every other year. And
at the end, if the legislature changes it they change it, if
they don't they don't, but it follows a pretty sinple
streanl i ne path.

As Board nenbers throughout this process, if you

do it in this nechanism utilizing this mechani smthen
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everything is transparent, as it has been before, but that
you' re not making final decisions on where the programis

goi ng. \Wether that's right or wong is for soneone else to
deal with later but for -- for the environnent that we're in
today, it allows -- it allows the opportunity for folks to
have nore influence on what we're building, and then the

deci si on-makers who are in charge of deciding what our budget
is and how we're funded at the |legislature get to make that
ultimte decision | personally feel was the nessage of the

| ast legislative session. So if that's the nessage then
should we -- should we continue to go against the grain or
should we follow along as other state agencies do and present
our budgets accordingly for review, and |I'mvery nuch on the
latter at this point.

So ny suggestion, and |'ve reached out to the
advocates and you' ve seen sone of their stuff conme in is that
we basically think of it like a jigsaw puzzle, right. W get
different pieces. These are cost savings activities. These
are benefit enhancenments and we put it all into a nultiple
set of budgeting enhancenent units and we present it to the
Governor's Ofice and talk to them about it, and they kind of
pi ck and choose. GCkay, we want to save nobney here. W want
to increase benefits there and, therefore, they kind of build

it the way they want it, and we nove forward with defendi ng
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But if the legislature disagrees with the
executive branch they will have it all in public transparency
based on what the Board has built. And so to -- to take it
full circle, what is PEBP suggesting is that we start talking
about what we want to do with budget at the Novenber neeting
in the odd year because if there's things for this off year
of the biennial cycle it may be nore prudent as we have
t al ked about today to push theminto the budget buil ding
process. So one kind of leads into the other.

As an exanple, if we really think that it's
inmportant to | ower deductibles and | ower out-of-pocket
maxi muns and decrease the dental benefit and get rid of the
co-pays for vision, all of the requests that UNLV docunent
requested, we can literally just build that unit by itself
and nove it forward through the budget process.

And then we have a really awesone opportunity for
cost savings to address nore of the manufacturer coupon issue
t hrough a program called Save On through Express Scripts that
wi |l adjust the benefit to neet the -- the coupon ambunt so
menbers pay nothing and we reap all of the benefits from
t hose coupons, and | don't have it flushed out for you today
and it's a significant change to the program and we're

recomrendi ng no significant changes until it goes through the
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| egi sl ative process and the budget buil ding process, but we
firmy expect to see from Express Scripts what that |ooks
like, and it could be -- it could be two or $3,000, 000 of
savi ngs through our pharmacy cost.

So what | envision personally was that you woul d
have these cost saving activities as individual as
enhancenents and you woul d have these benefit enhancenents to
offset. Normally we would do that in this report today and
say, look, we're going to take noney here and we're going to
put it here and it's all going to washout and this is what we
want to do, but now we are a little nore collaborative with
the Governor's Finance Ofice and |egislative counsel bureau
and ultimately the | egislature.

And when | pitched this idea to the Governor's
Finance O fice and LCB, it appeared and | don't want to speak
for them but they were anenable to it. So it kind of laid
the groundwork if you're interested in this process, but all
of the things that everybody has asked for, we generally have
to say yes or no to, now we can kind of defer that to the
folks that are ultimately going to nake that decision.

That's ny idea that | wanted to present today and I'Il turn
it back to you, Madam Vice Chair, for comments and questions.

VI CE CHAIl RAMOVAN FOX:  Woul d your idea be that we

start, |like when we do the planning session in the sumer, we
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start there and then coordinate our ideas systematically and
t hen some point we put our ideas together and put that forth
to the legislature and | nean, is that the path that |
under st and?

MR. HAYCOCK: For the record Danon Haycock.

It's pretty close to what | envisioned. So in
August we have our strategy session, and we tal k about the
t hi ngs we can do next year and the things that doesn't
necessarily do dramatic di agram changes to the plan, like the
second opinions and the -- and the chronic kidney disease,
right. And we also talk about the really nice things that we
want to adjust, major design change, co-pays, whatever, and
we start circling the wagons on those, right, with our
partners, and we talk a little bit about themin Novenber or
we continue -- and then we bring it back to you guys in
January, talk a little bit nore about them and then in March
we get final approval to nove forward and build the budget.

In Moy we can give you an update but at the July
Board neeting, we'll come and say this is what we built.
This is exactly what we tal ked about. It's conpletely
transparent. And what that does is give nultiple Board
neetings for you all to noodle on sone of these things, as
wel | as ask additional questions, see if there's additiona

itenms you want included. You talk to the various
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st akehol ders and get their opinions, and so we're probably
premature tal king about it today, but | didn't want to
di scount all of the hard work that was done by our advocates,
our partners in analyzing these costs and we kind of shelve
t hem f or ever

| wanted to talk a little bit about it today to T
it up, have a conversation that -- | nean, we can wait unti
January. W can wait until March. It also |leads into the
ot her process of the bill draft request process that we need
to talk about. |Is there any BDR s that we want to bring
forth because policy BDR s without a budget inpact have to be
approved by the Governor's Ofice well in advance of the
budget subm ssion. Anything with a budget inpact becones a
budget ed BDR that goes with the budget in August of next
year.

And so as an exanple, please don't go run off and
say Danon wants to do this, but if you wanted to decrease or
i ncrease the size of the Board that would be a BDR, that is a
policy BDR And if there's sonething you wanted acconpli shed
we probably should talk about it well before the March Board
neeting. And | feel |ike the |ast couple of Marches that |
cane to the Board and presented budgets, budget ideas that
maybe we didn't give all of the stakehol ders enough tine to

weigh in on that, and so we wanted to try to rectify that,
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and that's why we're tal king about it as early as today.

MEMBER LAMBORN: | have a question. Actually, |
i ke the idea, the change, but | would |like one thing added
to that, for the PEBP Board to have the ability to prioritize
t hose budget itens. At |east we can -- because we're --
we're hearing fromour participants, and so we hear the
testinmony. So we know what is nore inportant than what is
just presented in a budget item So | think we should have
the ability to prioritize the decision units enhancenents.

MR. HAYCOCK: For the record Danon Haycock.

Ms. Lanmborn, | think we can easily do that and
make sure as we build those enhancenent units that we place a
statenent for the Board that says this is the Board' s nunber
one priority, nunmber 12 priority and anything in-between both
for cost saving activities, as well as for benefit changes
and enhancenents.

VI CE CHAl RMOMAN FOX:  Any questions?

MEMBER PACKHAM | have one ot her thought.
Hopefully it's not a tangent, but |I'm hoping since we can
wal k and chew gum at the sane tine that we can have kind of a
paral | el discussion of what | think has been presented as
pretty conservative reserve requirenents. | feel that we're
alittle boxed in when we see a reserve, excess reserve

figure in six figures versus seven or eight, and so | don't
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know i f that's possible but maybe again have that ongoing
di scussion as well if that nmakes sense.

MR. HAYCOCK: For the record Danon Haycock.
Thank you, Dr. Packham

| think that the best nechanismto | ook at
adjusting reserves is through the budget buil ding process,
right, is to allow those folks that are going to fund us,
especially if we mss the opportunity to weigh in on that,
t hat conversation as well because if we get too aggressive
and we m ss our reserves and we don't just dip into
catastrophic reserves, we obliterate them then it's PEBP
that has to go back and ask for nore noney, and | think that
conversation is probably best had at the table with the
| egi slature that we woul d be receiving that suppl enental
request.

MEMBER VERDUCCI : Tom Verducci for the record.

So I'"'mgoing to try to analyze what |'m hearing
here. So this would be to nove PEBP to devel op a budget to
anal yze the enhancenents that the UNLV docunent, as well as
AFSCME 1s requesting us to review is nunber one. Nunber two
woul d be to |l ook at the rebates through Save On and potenti al
savings through E-Scripts, is that how!l see it? And also
three for the Board to prioritize what they see fit.

And | wanted to ask on nunber four, could that
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per haps to dovetail on what Dr. Packham was saying to devel op
a plan to independently review the excess reserves that the
program has. See with those four itens in terns of what

we' re di scussing here.

MR. HAYCOCK: So for the record Danpbn Haycock.
Thank you, M. Verducci

I would suggest that you don't [imt it to that.
There are many opportunities that we haven't even really
t ouched the surface on that can go on into budget buil ding.
O'ten agencies don't even start thinking about or building
budgets until February. W don't even get instructions from
the Governor's Finance O fice until March, and so we can have
all of these ideas, but at the end we kind of need to know
what box we're in.

But if I could waive a magi c wand, | would | ove
to have better partnerships wwth DHHS to cost all ocate and
utilize their pharmdeed that's on their staff and cost
all ocate and utilize their chief nmedical officer because we
don't have clinicians at the plan level. W have to rely on
outside third parties. There's, again, do we have the right
staff? Do we need to | ook at outside counsel? No offense to
Ms. Mooneyhan. Do we need to | ook at, you know, Las Vegas
presence, you know, for staff. The sky's the limt to a

poi nt when you think about building budgets, but then you get
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the instructions and then that's what you end up being able
to build too.

So | would -- like | said, I knownowit feels
like, at least to ne it's premature to start comng up with
decisions and direction. W're totally willing to take it
and nove forward, but | would hope that we don't get so kind
of boxed in where we can't go | ook at other things that can
truly nove the needle forward in our programfor our
menber shi p.

MEMBER VERDUCCI: So how about including the
wor di ng ot her enhancenents and cost savings which woul d be
just an open endi ng -- open ended inclusion?

MR. HAYCOCK: So for the record Danpbn Haycock.

PEBP wi || support any notion that the Board
decides. PEBP is not actually |ooking for one today. So we
just want to, again, have a conversation. | |ike, you know,
what M. Dr. Packham has said that we | ook at things and we
can as you nentioned wal k and chew gum at the same tine, and
we can | ook at these requests.

We can also if need be follow the requests that
we heard from RPEN and the Nevada Faculty Alliance and UNLV
to have an independent | ook from another set of actuaries,
right. \Whether that's sonmething you want to do in the future

can definitely be explored, but I"mreally kicking nyself for
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putting it on for possible action today, but really the goal

was just to -- just to kind of open eyes and say let's think
about this. W do you want to be in the next session? Wat
do you want PEBP to be?

There's conversations about networking, and do we
want to have a nore open access network in our network
contract, and our network contract ends June 30th, 2001. So
sone tinme during next year, probably in May you're going to
get a report that says should we RFP and go out to bid and
what type of solicitation do we want? Do we want to increase
access too? Do we want to allow the cost savings of
exclusivity, right? These are things we have to figure out
who we want to be and what type of vision that you guys have,
and we have a strategic plan that outlines a lot of it, but
it doesn't mean you can't explore other avenues.

And so | think that there's -- this is the first
part of it. CQur stakeholders are going to go back and say,
wow, maybe it's an open table. Let's see what we think is
the nost inportant. One of the things that | did get
anal yzed that | didn't put in today's neeting materials is an
increase to the life insurance anount through the standard as
t he base anobunt for enployees and retirees.

You heard through public comrent | think |ast

nmeeting in July a request from Marl ene Lockard that that be
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| ooked at. W did look at it. | actually sent it back to
her, so she sawit, but it's sonething that really shoul d be
a budget enhancenment so we can tal k about that. So there's
opportunity that I"'mtrying not just to ranble on, but I
don't want -- | don't want to put too many constraints on
this for -- so that you only can go in one direction when |
think what's really inportant is a unified Board, you figure
out who you want to be and how you want this programto nove
forward, and if it's nove forward as is that's great. But if
there's changes that you want to nake the tine to make it is
next summer.

VI CE CHAl RMOMAN FOX: | was al so going to ask
i ke what action you' re |looking for here. So maybe there
just will be no action unless sonebody wants to nmake a
notion, and maybe it's just sonething we continue to discuss
at a future neeting.

Any ot her comments regardi ng nunber nine?

MEMBER VERDUCCI : Tom Verducci for the record.

You know, | just want to point out there's been
sonme excell ent suggestions made from UNLV, and it | ooks |ike
it's about a 5,000,000 dollar request, and this Board manages
multi mllions of dollars and if there's a way going forward,
perhaps it's spring so at |east throw those ideas out there.

W're going to look at it, if we don't restrict ourselves to
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this one small universal idea that we try to put forth the
potential budget to nake an intelligent decision to see if

t hose funds are there, and | don't know if it's going to fit
into a notion here today that the Board is going to support,
but that was ny thoughts.

VI CE CHAl RMOMAN FOX:  Thank you.

Al right. So we'll nove on to Agenda Item
Nurmber Ten, executive officer report. Danmon Haycock.

MR HAYCOCK: Thank you, Madam Vice Chair. For
the record Danobn Haycock. You're probably tired of hearing
fromme today already.

| traditionally since | started with PEBP have
presented a witten report. | alnost didn't have anything
that really would apply to this. So far a lot of the things
t hat we have been tal king have been covered in all of the
reports, but | wanted to reserve this itemfor a couple of
things. One, to respond to anything that was presented
either in public corment or in conversation that we coul d
provi de sone response or answer to and second of all, of
course, to provide an announcenent that the Nevada Appea
beat ne to which is that | am of course, noving on fromthe
Publ i c Enpl oyees Benefit Programeffective January 1 of this
year. It is -- it was a hard decision to nmake. It was -- |

made it in conjunction with ny famly, and | think it's tinme
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to have new | eadership wth new eyes and new focus.

| have not worked for a better organization or
around a better group of people, and | amleaving with a
heavy heart. The teamthat was built over the | ast four
years, they are in nmy opinion second to none. | wll pit
t hem agai nst any other agency in the state and any ot her
entity across the nation. The things that we've been able to
acconplish I never thought we coul d.

So to kind of recap ny |last four years, when |
wal ked i nto PEBP, you know, | was asked to cone in and work
on culture, and I think you heard today from public coment
that a |l ot of that culture has been repaired which is
inmportant to us, and it's inportant as we nove forward
col l ectively.

| was told when | first got here don't worry
about the plan. The plan is solvent. It wll work itself
and then | would find out that we have benefits we're going
to sunset. And | thought, wow, we do need to worry about
this plan, and I'mvery proud of the team and our partners
and our ability to restore those benefits and nove them
forward wi thout question or argunment again. | think that's a
testanent to all of our hard work and the Board' s | eadership
and vision and really your allowance to |let ne get creative

and innovative to make that happen.
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W al so kept rates down. For nost of the tinme we
have kept themflat. Sonetinmes we've even |owered them And
it was interesting. | went to lunch yesterday, and | spent
nore on ny lunch here in town than what a single enployee
pays their nmonthly premuns on the CDHP. And nost people
don't realize exactly how cost effective our programreally
is for the menber, and sonme of the reports that we gl oss
over, our pharmacy benefits have been growing in cost to the
pl an, but they have actually been going down in cost to the
menber, and so we have made the nmenber first. W' ve returned
to a strong strategic planning process, and | felt that it
has been one of the honors of ny tine to have served the
State of Nevada and to have served all of you and to serve
our nenbership, and | am | ooking forward to readi ng about and
heari ng about what you guys do next.

Wth that I'll turn it over to the Vice Chair.

VI CE CHAl RMOMAN FOX:  Thank you, Danon, and |
have some comments about Danon, and | have sone comments
about the position. But first I'mvery sorry to see you go.
On a personal level | enjoyed working with you. Even before
| was a Board nenber we ran into each other a couple of
times, and | certainly understand and |I' m happy for you, but
| amsorry to see you go just on a personal |evel.

As a Board nmenmber |'msorry to see you go because
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it'"s really hard to replace sonebody who is so notivated and
dedicated to their job and so avail able and know edgeable. |

don't think that's going to be an easy thing to do. And even

as a nenber, soneone who partakes of these benefits, |I'm
sorry to lose you. |It's good to know that sonebody |ike you
is looking out for nyself and ny famly. So I'msorry -- |I'm

really sorry to see you go.

| do have nore comments, but | want to let the
ot her Board nmenbers weigh in, and then | want to tal k about
the position itself. So does anybody el se have anything el se
t hey want to add?

MEMBER BAI LEY: Madam Vice Chair, for the record
Don Bail ey.

| -- 1 was on the Board that hired Danon. So |I'm
t he ol dest nmenber on this Board right nowin a way of years
and the way of service. | have to conmment on Danon and his
excellent staff. The staff always nakes the |eader, but this
| eader has hel ped the staff beconme 100 percent efficient, and
|'ve seen the changes over Danon's term of four years, and
|"ve seen the changes over ny eight years.

So it's an outstanding organi zation and | was --
| amstill proud to be on this Board, always have been. |
t hi nk we've done an excellent job for our menbership.

Sonetines we've had squabbles with our nenbership but that's
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under st andabl e. You cannot make everybody happy and nost
cases | think we have.

W have tried to take our reserves and | bring up
reserves because it's sonething dear to ny heart that we had
100 percent control on sonewhat and that has changed and with
that change the Board will have to change with it, but the
menbers is where we took the benefits back to the nenbers in
a way of benefits and that's dental, that's eyes, that's the
whol e program And under Danon's | eadership we have becone
nationally recogni zed throughout the United States on these
issues. In fact, we go to a conference and they want Danon
to speak and they ask other Board nenbers who attend ten
mllion questions. So we should be proud of that, and I'm
proud of the Board. |I'mcertainly proud of Danon and his
staff. So |l will mss you, but | have your phone nunber.

VI CE CHAl RMOMAN FOX:  Thank you.

MEMBER ZACK: Madam Vice Chair, Christine Zack
for the record.

| serve on a nunber of boards and what | can say
and putting and taking that into perspective these different
boards I'minvolved with is that | never ever when | cone to
a PEBP Board neeting need to worry about the expertise from
the staff or its |leader. | never have to worry about the

t horoughness of the information that's being presented, and |
CAPI TOL REPORTERS (775) 882-5322

124




© 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

certainly never have to worry about the accuracy of the
information, and that may be sonething that we just take for
granted as PEBP Board nenbers or as people that attend these
nmeetings, but let ne tell you that not every organization is
that lucky. And so | think that there's going to be a huge
gaping fall in PEBP with Danon gone, and I want to thank him
for his |eadership and for displaying all of those qualities
that | just nmentioned.

VI CE CHAIl RRMOVAN FOX:  Thank you.

MEMBER VERDUCCI : Yes, Tom Verducci for the
record.

Danon, do you think after that testinony you'l
change your m nd? But, you know, | just want to thank you
for your loyalty, dedication. You' ve been there. W worked
on the weekends together. Your calls are awesone before the
neeti ngs. Wenever | have questions, you're faster than
anybody, and |'ve nmet with enpl oyees, sane enployees in the
'80s, the '90s 2000s and 2010s. They don't come nicer than
Damon Haycock. It's going to be a true loss to this agency,
but you've put procedures in place that will benefit state
enpl oyees for years to conme, and |'ll truly m ss you.

VI CE CHAIl RMOVAN FOX:  Anybody el se?

MEMBER BAILEY: If you don't cry.

M5. RICH Laura Rich for the record.
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| just wanted to say fromstaff perspective |

woul d Iike to thank Danon as well. He's been a great |eader,
a great nentor. W have all learned a lot fromhim He's
been very inclusive. He -- he allows all staff to -- he has

an open door policy. He allows all staff, especially the
executive staff to really be involved in every step of the
process and be a part of all of the -- everything going on
within PEBP, and | think that's helped all of the staff at
PEBP just becone better overall. So | just like to add that
and thank him

VI CE CHAl RMOMAN FOX:  Thank you all.

So the one other thing | wanted to add is we're
going to have to have a couple of nore neetings this year to
di scuss, first of all, putting sonebody in an acting position
for Danobn's position and al so what we do about recruiting for
his position or appointing for his position. So I'mnot in a
position where | can ask for those neetings today.

As | nentioned before, we do have a chairperson
assigned to this Board. He's just not here today. So |
think we'll leave that to himto |let himcall those neetings,
but I think we can plan on having these neetings before the
end of the year. And as | understand, it will be two
separate neetings, one to appoint -- perhaps it can be one

nmeeting. |'mnot sure. | guess -- is it going to be two
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neeti ngs, Brandee? kay. Probably two neetings. So one
neeting to appoint an enacting person and another neeting to
ei ther appoint or recruit for a new executive director. So |
don't think I have anything nore to add about that because
don't know too much nore about that.

kay. So we wll nove on to public comment. All
right. So we'll start with public coment here in Carson
Cty.

M5. BOWNEN. Well, | know we're coming close to
Thanksgi ving, but | wasn't expecting that turkey to fly.

M . Danmon Haycock, you cannot imagi ne with what
pride, maybe pride is not a good word, but with what pride |
had when wat ching the Today Show on national TV Channel 4 NBC
and hearing when other states were -- were dying with
their -- with their insurance policies for their enployees
and they had gone bankrupt because prograns had been rated by
others to use the noney, and you have kept this program as
the nodel for the nation to use and -- and you with all your
staff, not you as an individual, you, when | say you as an
i ndi vidual, you created an entity where we the consuner here
felt like we could conme to you and ask questions and we
weren't bugging you. W were -- you were going to the extra
effort. You were looking up information at the drop of a hat

to help us or adding to the conversation and maki ng sure
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t hings were on the agenda.

You nade this our program and you as our
representatives, we're part of you and you're part of us.
You made us one. You as an individual cleaned up and you
said a fewthings. You cleaned up a ness, an absol ute ness
where we weren't functioning, and there was a case where
things were going to be taken away fromthis Board where we
have a voice. Over at the legislature you get three mnutes
at a podium maybe if you're lucky, and you might get a little
extension if you wait until mdnight to talk again in public
comment, but you nade it so this is -- is the panel where we
can conme where the voices are heard, where departnent heads
are heard, where individual teachers are heard, whatever it
is where the public is heard so it is a public enployee
program

You have been an asset, and | hope you -- you go
and nove and the wife and kids don't |ike the schools and
don't like the area in which they have to live and that you
can conme back. And so instead of saying that giving your
notice January 1st, why don't you just take a little
sabbatical and get yourself in order |Iike we teachers get
June, July and August and other professors get sabbaticals.
Think of it as why don't we plan a vacation for M. Haycock.

Let himtake his breath. This nman hasn't taken a breath
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since he's been here. |It's been one fire after another, one
crisis after another. W ought to nake himthe captain of

t he PEBP Board Fire Departnent because of all of the things
he's done and all of the people he brought together where he
made the people feel |ike they counted.

At the university, one suggestion for the future
for you all to consider is have -- have them hol d neetings
and sunmts of their departnment heads to say what is it you
need for insurance in the chem stry departnent that you don't
need in the theater departnent? What does your plan need to
| ook |ike so they are nore inclusive and nore transparent.
Make transparency a di sease catchable by all of the
st akehol ders, pl ease, please, please.

And -- and | guess |'m about ny three m nutes up,
but fromny heart and soul thank you. Wuld you please thank
your famly for sharing you wth us because when you' ve been
with us you' re not wwth them and would you all, all please
totally, and that comment goes for all of you, would you
pl ease have the nost narvel ous, fabul ous, trenendous
Thanksgi ving on the planet. Thank you. Thank you. Thank
you.

VI CE CHAI RRMOVAN FOX:  Thank you.

M5. BOAEN: And thank you for the public coment

and letting me go over once in a while or |ike always.
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VI CE CHAIl RMOMAN FOX:  Thank you, Peggy.

I's there any other public conment in Carson?

Nancy, in Las Vegas?

MS. SPINELLI: Yes, we do have one.

M5. CAMERON:. My nane is Vicky Caneron. | ama
PEBP partici pant and have been since 2006.

And | want to thank Danon for his wonderfu
service. Prior to your com ng here we had m scomuni cati ons.
We had wong information. W had |oss of benefits, and you
have restored nost of those, and you have restored our
confidence in this system Thank you very nmuch, and |I w sh
you very well in any future endeavor.

MS. SPINELLI: No further public coment.

VI CE CHAIl RMOVAN FOX: Okay. Thank you, Nancy.

Vell, | think we are on to Nunber 12, and we are

adj ourned. Thank you everybody.
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State of Nevada, Public Enpl oyees' Benefits Program Board, do
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Carson City, Nevada, for the purpose of reporting in verbatim
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through 131, is a full, true and correct transcription of ny

stenotype notes of said public neeting.
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