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THURSDAY, JULY 23, 2020, CARSON CITY, NEVADA
- 000-

CHAl RWOVAN FREED:  Good norni ng everybody. This
is Laura Freed, and it is by ny conputer's clock it is 9:04
a.m So l'mgoing to call the July 23rd, 2020 PEBP Board
Meeting to order, and I wll start by taking the role.

Li nda Fox? Linda?

Ckay. Don Bailey?

MEMBER BAI LEY: Here.

CHAl RWOVAN FREED:  Mar sha ur ban?

MEMBER URBAN:.  Her e.

CHAl R\MOVAN FREED: Jet Mtchel | ?

MEMBER M TCHELL: Here.

CHAl RWOVAN FREED: David Smith?

MEMBER SM TH:  Here.

CHAl RWOVMAN FREED:  Tom Ver ducci ?

MEMBER VERDUCCI : Here.

CHAl RWOVAN FREED:  Jenni fer Krupp?

MEMBER KRUPP:  Her e.

CHAI RAMOVAN FREED: Once again, Linda, are you --
are you on?

Ckay. Well, we do have a quorumand |'m sure
that Vice Chair Fox will join us when she can.

| wanted to pause here for a second and all ow
CAPI TOL REPORTERS (775)882-5322
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Menber Mtchell to make an announcenent. She wanted to say a
few words to the Board. Jet, it's up to you.

MEMBER M TCHELL: Thank you, Chair Freed. Jet
Mtchell for the record.

And for those that can see nme on video | am now
conpletely bald. | amdoing a new cheno that one of the side
effects is hair | oss and because | don't wear wigs or hats or
scarves, |'mvery open about being bald, and | just wanted to
| et everybody know that up front. This is ny third head
shave, and the good news is that I'mstill in treatnent, but
| don't believe that netastatic cancer, any chronic disease
should be with-heard about. So | wanted to put it out there
and | et everyone get confortable and | et everyone know and
then we can nove to the inportant business.

So thank you for your support. Thank you, Chair
Freed, and I'll be having a no hair day today.

CHAl RWOVAN FREED: | think -- | feel like I can
speak for the whol e Board when we w sh you the best in your
course of treatnment, and | think your bravery is really
I nsSpiring.

MEMBER M TCHELL: Thank you. And thank you al
for your support. So just wanted to put that out there. |
want ed everyone confortable. W had a side bar conversation

about treatnent and, et cetera. |'ve been very vocal as a
CAPI TOL REPORTERS (775) 882-5322
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patient and patient advocate. So just wanted to put that out
there and thank all of you for your support. So onward and
upwar d.

CHAl RWOVAN FREED:  Excellent. Al right. So
with that we'll nove to Agenda Item Two, which is public
comment. There are two public comrent periods. Depending on
t he amount of commenters we m ght have in the queue, | think
|'mgoing to try and limt this to four m nutes per person
And with that, | will turn it over to PEBP staff.

MR. CARRCLL: Thank you, Madam Chair. |'m going
to go ahead and share ny screen here. And as Madam Chair
said, this is the public coment portion of the neeting. So
for those who are calling in during this period |'mgoing to
read off the last three digits of your phone nunmber. \Wen |
announce those you will be advised that your line is unnuted.
You shoul d hear an audi bl e tone by Zoom saying that it's
unnmuted and at that time you can go ahead and proceed with
your conments.

So I'"ll pull up the participants here. | do have
gquite a few nunbers that have called in. So the first one
that | have, area code starts with a four. Last three is
920. Your phone is unmuted. GCkay. | think they are not
sayi ng anyt hi ng.

Next one | have on the line is 198. Your line is
CAPI TOL REPORTERS (775) 882-5322
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unmuted. Ckay. | apologize. | got a nessage here that 198
that | just read off is actually Linda Fox. So let nme go
ahead and get her in here.

CHAIl RWMOVAN FREED: So, M. Carroll, while you're
organi zing the public coment 1'Il just note for the record
that Linda Fox is present up in neeting. So thank you.

MR CARRCLL: You're wel cone.

CHAl RWOVAN FREED: Okay. Next line that | have
is 4029. Your line is unmnuted.

The next one | have is 193. Your line is

unnut ed.
Next one is 511. Your line is unnuted.
The next one |I have is 688. Your line is
unmut ed.
THE OPERATOR  You are nuted. You are unnuted.
MR, CARRCLL: 277, your line is unnuted.
THE OPERATOR  You are nuted.
MR CARRCLL: 38 -- 338, excuse ne, isS now
unmut ed.

M5. MALONEY: Good norning, Chair Freed, nenbers
of the Board. Can you hear ne okay? This is Priscilla
Mal oney with the AFSCME retirees.

CHAl RWOVAN FREED:  Yes, we can hear you.

M5. MALONEY: Thank you. | will save ny public
CAPI TOL REPORTERS (775) 882-5322
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comment for the end of the neeting because | believe we're
going to go through sone rather sonmewhat conplex and detailed
t hi ngs around Agenda Item Nine, well, nine and ten really
because the policy in ten neets the budgetary concerns. They
intercept in nine as you know So | will save nmy conments to
the end. | just want to sort of register ny presence in this
neeting. Thank you very nuch. ['ll nute nyself now.

MR CARROLL: And the last one we have, |
apologize. It looks like the Iist is junping on me here.

The |l ast one | have is 404. You're now unnuted.

MR. RANFT: Yes. Can you hear ne?

MR, CARRCLL: Yes.

CHAl RAOVAN FREED:  Yes, we can.

MR RANFT: Good norning. Good norning,
respective Chair and conmttee nmenbers of the PEBP Board. M
nanme is Kevin Ranft with AFSCME Local 4041 representing
active state enpl oyees.

We would like to be on the record as neutral on
nine and ten. Although, we're really adamant about sone of
t he budget changes. So we may | ook at opposing sone things
but as of right now we're neutral

In regards to Item Nine, we understand and need
to bring the plan design changes to build a budget for fiscal

year '22 and '23 and adjust policies to create inprovenents
CAPI TOL REPORTERS (775) 882-5322
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w thin PEBP on |tem Nunber Ten.

However, we strongly feel that there's a | ot of
time to nake inprovenments upon these policies and plan
desi gns as our AFSCME nenbers working with PEBP and make sure
that, you know, there's a -- we kind of net all processes and
policies even further than today just to try to push these
through to get -- to create a budget.

It's kind of early in the year. W normally | ook
at these things in Novenber through March. And, again, we
just want to know that the intent of today is really a
concept design as stated and to kind of highlight sonme of the
things we need to | ook at PEBP cone Novenber through March,
and we're excited to work with you guys as a union that
represents state enpl oyees.

The concerns that we really have is we have to
ensure that we prevent any benefit |osses or increase the
future premuns. At the end of the day that's what we're al
| ooking at. However, we feel that junping to, you know,
things that are not tried and through we have serious
concerns wth.

Utimately there's, you know, sone plans on the
table. Menbers have been | ooking for stuff |ike that for
many years so we appreciate the opportunity to vet that even

further, but again we have to look at if today is just really
CAPI TOL REPORTERS (775)882-5322

10




© 00 N oo o B~ w N PP

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

bui | di ng around a budget or is this a solid policy plan going
forward and that's what we're concerned with.

So we want nothing set in stone. W just want to
make sure that you guys have a solid budget, allow the
Governor to nake the various changes, the legislators to kind
of vet it and then cone back to the PEBP Board for possible
changes, and we just ask you to continue to look at wthin to
us and others to ensure that changes can be brought forward
and even potentially | ook at other plans possibly from other
states.

These are difficult tinmes, and other states are
doi ng real good things, and we just want to bring those
forward if we need to if this plan is not sonething that's
going to be viable for the State of Nevada.

As a Board we ask you to take into consideration
that state enpl oyees ook to you to protect their health
i nsurance benefits. State enpl oyees consider health
i nsurance as part --

CHAIl RMOVAN FREED: M. Ranft?

MR. RANFT: -- of their conpensation packages.

CHAl RMOVAN FREED: M. Ranft, would you wap up
your conments.

MR. RANFT: Yes, | will. As really they're paid

| ess than 30 percent of cities and counties and they really
CAPI TOL REPORTERS (775)882-5322
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have to have this package affordable. Any tinme the state
enpl oyees are cut it's -- it's always on the backs of them
W are very grateful that AFSCME got to work with the

| egislators and the Governor's office on these |ast furloughs
where they cannot afford benefit cuts or prem umincreases.

Wth that being said, | appreciate your tine, and
| may have nore for public conmment at the end. Thank you.

MR CARROLL: Ckay. It looks |like we have one
nore and the line ends in 837. You' re now unnut ed.

MR. ERVIN. Thank you. Good norning. This is
Kent Ervin, K-e-n-t E-r-v-i-n representing the Nevada Faculty
Al'liance, the independent statew de association of NSHE
facul ty.

Regarding Items Nine and Ten, the plan design and
policy changes, we very nuch appreciate the thought and work
that has gone into taking a fresh | ook at the PEBP plans and
the restructure. Thanks very much to the Board nenbers and
staff involved in strategic planning. The Board needs to
approve the PEBP agency budget request that nust be submtted
for Septenber 1, and Item Nine appears to be the only neans
for Board input.

We are alarned by the five percent and ten
percent reduction proposals which would nake the already high

out - of - pocket maxi muns catastrophic for enployees with
CAPI TOL REPORTERS (775)882-5322
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serious chronic conditions.

PEBP shoul d cal cul ate the base budget based on no
change in benefits or plan design and then provide only those
reductions required to neet the Governor's budget caps as
negati ve enhancenents.

Wt hout conparing the cost and mai ntai ni ng
current benefits there's no way for either the Governor or
| egi sl ators or advocates to gauge the true inpact of the
cuts.

The future econom c environment is so uncertain
that planning only for cuts is msguided. |If there's a
vacci ne by January with effective national inplenentation the
pi nup demand for tourism travel may well provide the
positive outlook to the economic forumin May 2019 -- 2021
O course, it could go the other way depending on politics
that are out of our control. Nevertheless, it is prudent to
plan for either scenario.

Regar di ng the new | ow deducti bl e plan, we
appreciate the intent, but as presented the deductible is not
really low. To evaluate this plan structure and this is an
itemthat we have supported to consider, we request that
staff provide estimate of how rates and prem unms woul d vary
for the three plans. Even guesses woul d hel p eval uate

whet her the structure is truly beneficial to participants.
CAPI TOL REPORTERS (775) 882-5322
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The Board al so needs to see what the | ow
deductible plan would | ook Iike at a zero percent, flat
budgeting level with a true | ow deductible in place of the
m ssing current plan in Agenda Item N ne.

For the policy changes in Item Ten we have the
same request with explanations -- with the explanations, and
t he Board packet is hard to understand how t hey woul d effect
the rates and premiuns and overall budget. |It's essential to
bring back details in Septenber, including markups of the
rate tables based on current year rates and best estimates
for the new | ow deductible plan. That's the only way we can
truly evaluate these new i deas.

So thank you very nuch for your work, and we
appreciate all that you do.

MR CARRCLL: Madam Chair, we have two nore.

CHAIl R\WOVAN FREED: Al ri ght.

MR, CARRCLL: 853, your line is now unnuted.

MR. UNCER. Hello. Can you hear ne?

CHAl RWOVAN FREED:  Yes, we can hear you.

MR UNGER:. This is -- good norning. This is
Doug Unger with the UNLV Benefits Advisory Conmttee and the
UNLV Faculty Senate, also president of the NFA chapter at
UNLV representing the UNLV Faculty.

| would also like to speak to I'tem Nunber Ni ne on
CAPI TOL REPORTERS (775) 882-5322
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the agenda, and | tried to wite a -- a reason public comment
| ast night but -- but couldn't do it because I was thinking
back over the nine years of our advocacy and under st andi ng

t hat the nost consistent point we've been making to the Board
is that deductibles are too high and out-of - pocket maxi nuns
are too high.

| think about why |I've got involved in health
benefits advocacy in the first place and it was really
because | got to know the stories on our campus, the
adm ni strati ve assistant who lived in her car for three
nont hs because she didn't have enough noney to pay the
out - of - pocket maxi muns for very high nedical costs.

The UNLV phot ographer who wal ked around and
worked with a back injury for nore than a year and a half in
order to save up the out-of-pocket maxi mumin order to have
hi s back surgery.

And there are many many stories like this and
especially stories that faculty who do not utilize the plan
when the out-of-pocket maxi mum goes up too hi gh because they
can't feel that they afford it and then their nedica
condition gets worse and they end up costing the plan and
everyone el se even nore noney.

| would Iike to support the NFA position but

pl ease | ook at these different options w thout changing the
CAPI TOL REPORTERS (775)882-5322

15




© 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

base benefits. Gve us the news, what the prem uns and
everything el se would | ook |ike before the budget cuts, and
give us a chance also to advocate before the |egislature and
the Governor, not to reduce the state contribution to Nevada
state enpl oyee heal t hcare.

W believe that during the pandem c we shoul d not
be puni shed by having our healthcare reduced. It's a
retention problemfor all state enployees, and it's one of
the nost inportant factors in retaining and hiring conpetent
state enpl oyees and conpetent faculty.

Sanme thing wwth the policy on Item Agenda Nunber
Ten, please just give us in Septenber a good idea of what the
costs of evening out the tiers and -- and the adm nistrative
cost changes are going to be.

Thanks so nmuch for being there. | really -- we
really appreciate all of the good work the Board is doing,
and a special shout out to Jet Mtchell. Please know you're
in our thoughts and in our hearts. Thank you.

MR. CARROLL: The |ast one we have, Madam Chair,
t he phone nunmber is 121. Your |ine is now unnut ed.

That is all, Madam Chair.

CHAIl RWMOVAN FREED: (Okay. Remi nder to everybody
listening that there is a second public coment period under

Agenda Item11. So if you didn't get into the queue or
CAPI TOL REPORTERS (775)882-5322
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sonmet hi ng went technically wong you have anot her shot.

Ckay. Moving on to Agenda Item Three. | will
throw it to Deputy Attorney Ceneral Mooneyhan.

M5. MOONEYHAN: Thank you, Madam Chair.

This agenda item of course, is for ne to nake a
di scl osure on behalf of the Board menbers who are eligible
for PEBP benefits which is everybody except for M. Verducci.

When PEBP Board nenbers vote on matters effecting
benefits for thenselves or their famly nmenbers it may
trigger the disclosure requirenment under NRS 281A.420. |
know that the | aw does not preclude the Board nenbers from
voting on the itens.

O course, nost of the items on this agenda are
going to indirectly effect PEBP benefits but Item Nunber N ne
regar di ng possi bl e plan design changes for fiscal year 2022
to 2023 and Item Nunber Ten, regarding recommended policy
changes for the sane plan related directly, nore directly to
PEBP benefits.

So pursuant to NRS 281A. 420 on behal f of the
Board nmenbers eligible for PEBP benefits, I'moffering this
di sclosure that they will be voting on matters that may
effect the benefits available for thenselves or their famly.
| also invite any nmenber who has anything additional to

di scl ose to do so now. Thank you, Madam Chair.
CAPI TOL REPORTERS (775)882-5322

17




© 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

CHAI RWOVAN FREED:

ltem Four. Now, there are a

agenda.

utilization reports under 4.2,

reports under 4.3. So,
peruse these.

for further discussion,

We have minutes from May 28th Board neeting,

Board nenbers,

Ckay. Moving on to Agenda

| ot of reports on this consent
budget
and then we've got vendor

you had a chance to

Is there anything that any Board wants to cal

and then we can vote to accept

everythi ng that nobody wants to call.

MEMBER VERDUCC! :
the record.

CHAI RAWOVAN  FREED:

MEMBER VERDUCCI :

CHAl RWOVAN FREED:

MEMBER VERDUCC! :

CHAI RAWOVAN  FREED:
right.

That sounds good.

Do |

Madam Chair, Tom Verducci for

Ckay.
| would like to pull 4.2.1.
Ckay.
4.3.5, 4.3.7.
Al l

4.3.5 and 4. 3.7, okay.

have a notion to accept everything on the

consent agenda item except 4.2.1, 4.3.5 and 4.3.7?

VI CE CHAI R FOX:

CHAI RAWOVAN  FREED:
the revi sed agenda. |
first version of the packet,
to add Health Plan of Nevada,

you not get that?

don't think it was,

| don't see a 4.3.7.

This was -- okay. This was on

made it into the
but then the agenda was revi sed

t he Southern HMO report. Did

CAPI TOL REPORTERS (775)882-5322
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VICE CHAIR FOX: | think |I'm probably working
off -- let nme | ook.

CHAl R\MOVAN FREED:  Ckay.

VICE CHAIR FOX: M apol ogi es.

MEMBER VERDUCCI : Tom Verducci for the record.

We do have a few different nmenbers here. Let's
try scratching 4.3.7 and nmake it 4.3.6, one that is referring
t o Honet own Heal t h.

CHAIl RWMOVAN FREED: (Okay. So you want to just
tal k about Honetown Heal th not HPN, okay.

Al right. So do | have a notion? Go ahead.

MEMBER M TCHELL: This is Jet Mtchell. Yes, can
you repeat those nunbers again, Tom Jet Mtchell for the
record.

MEMBER VERDUCCI: Yes. Thank you, Jet.

4.2.1, the budget report. 4.3.5, Tower Watson's
One Exchange and 4.3.7, make that 4.3.6, Honetown Health.

MEMBER M TCHELL: GCkay. Thanks.

CHAl RWOVAN FREED: Okay. Do | have a notion to
accept everything but those three that Tom just read?

MEMBER M TCHELL: Jet Mtchell for the record.
So noved.

CHAIl RWOVAN FREED:  Al'l ri ght.

VI CE CHAI R FOX: |'ll second that nmotion. This
CAPI TOL REPORTERS (775) 882-5322
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I s Linda Fox.

CHAl RWOVMAN FREED: Great. Al in favor?

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

CHAl RWOVAN FREED:  That's unani nous | think.

Al right. So wth that, let's go back to 4.3.1,
t he budget report.

MEMBER VERDUCCI : Yes. Tom Verducci for the
record. | think I'lIl point this towards Laura Rich, whoever
woul d i ke to respond.

By | ooking at the operational budget we | ook at
the fiscal year of 2019, and we | ook at the change in cash
whi ch was positive 11.9 mllion and the net realize funding
avai |l abl e was positive 31.6, 31, 600, 000.

Then we go into fiscal year 2020. W |ook at the
change in cash and we see a big mnus sign, mnus 28, 300, 000
and the net realized funding avail able m nus 15, 000, 000, and
| was wondering if perhaps we could have Laura Ri ch expand on
t hat and di scuss how that's going to have future inplications
on the program

M5. RICH For the record Laura R ch.

| think that this mght be Cari Eaton. | think
she can answer this question. |'mgoing pass it off to her.

| think she's going to do a better job.
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M5. EATON. Thank you. Cari Eaton for the
record.

That nunber is, basically it's a timng issue.
So basically at the same tine |ast year we received nore
revenue frominsurance than we did this year. So | think
it's nostly the timng of our state subsidies that's causing
that, and it's just timng at the point in tine. Just a
screen shot one tine of our budget.

MEMBER VERDUCCI: Ckay. Yes, because that's an
al arm ng nunber, and | just want to nmake sure that we're
addressing it and, you know, taking appropriate steps that,
you know, we don't end up with a huge nunber that's going to
be unbearable at the end of the year. So in terns of the
timng issue | think | personally understand that but just
want to bring attention to that, such a | arge nunber

M5. EATON. Yeah. So basically it's 28,000, 000.
Qur AG S subsidy is about 20,000,000 a nonth. So if we don't
transfer that before the 31st of March then it's not going to
show up until April. So that's -- it's all about timng
right at that point intinme. So it's -- it's nothing to be
concerned wth.

MEMBER VERDUCCI: Ckay. So with the future
utilization report we should not see such a huge aberration

bet ween t hese two nunbers.
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M5. EATON. Correct.

MEMBER VERDUCCI: |Is that correct? Thank you.

CHAl RWOVMAN FREED:  This is Laura Freed.

May | ask a question about the -- the plan's
financial position as of June 30th, 2020. |If you look at the
| ast page of -- of the financial officer's report we've
got -- we've got total revenues projected at the end of the
year, and now we're on July 23rd, and so we're getting close
to when we will be closing out fiscal year. Total revenue of
545.5 mllion basically and total expenses of 388.6 mllion.
And then we've got restricted reserves for FY20 is 139.3
mllion and so we've got sonme excess cash.

Cari, can you say a little bit about where we
expect to be when FY20 officially closes on August 31st.

M5. EATON:. Fromwhat | can tell right now we did
have sone cl ai m suppressi on which --

CHAl R\OVAN FREED: R ght.

M5. EATON. -- makes our projected claimless.

CHAIl R\OVAN FREED: R ght.

M5. EATON: -- excess cash to balance forward at
the end of the year, approximtely, |'m guessing 14, 000, 000
nore than what was budgeted for '21.

CHAl R\OVAN FREED: 14, 000, 000 nore or 14, 000, 000
CAPI TOL REPORTERS (775)882-5322

22




© 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

total ? Because we had a budget of excess cash of six and a
half mllion? Do you mean it changed about six or 14 total ?

M5. EATON: [I'mtal k about the bal ance forward.

CHAIl R\MOVAN FREED:  Ckay.

M5. EATON:  Yeah.

CHAl RWOVAN FREED: Ckay. All right. So that
plays into a little bit of our discussion of stuff down the
agenda. | just wanted to get clear on the inplications of
where we m ght be at FY20, how that plays into the subsidy
holiday that, you know, the legislature just voted for in the
31st Special Session and as well as policy decisions that are
before the Board today. So thank you for that.

M5. RICH And this is Laura.

| just want to add that we are, you know, to what
Cari said. W are in this situation only because of the
cl ai m suppression. W woul d not have seen the, any excess
cash or not be in that type of predicanent had Covid-19 not
have happened. | just want to enphasize that.

CHAl RWOVAN FREED:  No. \Wen we -- when we net in
the spring we were | ooking at no excess cash and I know t hat
you reported further down in the packet only about half a
mllion dollars in COVID clains cost which is pretty darn
| ow.

Ckay. So we'll get to tal king about that. |
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don't want to, you know, offend Ms. Mboneyhan by taking
agenda itenms out of order.

So with that, Board nenbers, do we have any ot her
guestions on 4.2.17?

MEMBER VERDUCCI :  Yes.

CHAIl R\OVAN FREED:  Ckay.

MEMBER VERDUCCI: | do. This is Tom Verducci

| also want to point out the total expenses and
reserves, very last colum on the table. W're showing a
difference of 4.359 and that's at expenses and reserves. So
is that indicating that we're seeing a decline in the
reserves over the fiscal year?

M5. EATON: This is Cari Eaton for the record.

No, Tom That is based -- that is only the
di fference between what our projection is show ng and what
was budgeted for this year.

MEMBER VERDUCCI : Ckay. Thank you.

M5. EATON. What was budget ed.

MEMBER VERDUCCI : Thank you for the
clarification.

CHAI RAWMOVAN FREED: Ckay. Board nenbers, do you
want to -- you know what, let's do this. Let's go to the
other two itens that Tomrequested to be hold 4.3.5 and 4.3.6

and we'll take all three of themat once. So let's do that,
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4.3.5.

MEMBER VERDUCCI: Ckay. Tom Verducci again for
t he record.

And | just wanted to address the performance
guarantee that was not net with Tower's Watson and it | ooks
like it was a custoner service average speed to answer issue
and it |looks |like the outcome was 2.8 seconds, two m nutes
ei ght seconds. And | was wondering if Chris Garcia here that
coul d perhaps address this issue. |If you have any
appropriate steps that are being taken to correct it in the
future

MR GARCIA: Hi, Tom This is Chris Garcia. Can
you hear ne?

MEMBER VERDUCCI: Yes, you're comng in |loud and
cl ear.

MR GARCIA: Onh, perfect. And for the record
again Chris Garcia with WIllis Tower's Wtson, individua
mar ket pl ace. Thank you for the question.

| know that this neasure was al so one that was
m ssed | ast quarter as well. As you | ook, the way that we
neasure these, | just want to add sonme clarity, and then we
can kind of talk about what action steps happened. What
we' re doing going forward to make sure that this doesn't

happen again and kind of lead to why this tends to happen
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either in the last quarter of the cal endar year or the first
quarter of the cal endar year

So when we have this performance guarantee it's
primarily based off of having a five-m nute or |ess average
speed to answer in queue four.

And then for queue one, we know gueue one is a
little bit busier and we'll talk about that in just a nonent,
and so that's two mnutes or |ess of the average speed to
answer, and unfortunately we m ssed that by ei ght seconds.
As you nentioned, we had a two m nute and ei ght second
average speed to answer for queue one. So it did lead to a
penalty which we have paid to PEBP. It was a 2,000 dollar
penalty. It's $2,000 per quarter if there's a m ssed neasure
for this particular performance guarantee.

And what -- and what we've seen historically in
January is it's really tied dowmn to about the first 12 to
13 days of the nmonth where we see an influx of calls that
drives longer wait times and those |onger -- that influx of
calls and those |longer wait tinmes can tend to inpact the
entire quarter which is unfortunate because as we nove into
February and March we will tend to see |lower wait tines.

So as | look at specifics for January, we were
| ooking at specific wait tines and it was around January 1st

t hrough January 12th in which we saw nmuch | onger wait tines
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than what we would like to see. A lot of that is driven off
of participants calling in to several things. One, they are
checki ng on any new coverage that they may have enrolled in
for the new cal endar year. And, two, they are checking on
the status of any clains that they have submtted for their
new prem uns for the cal endar year.

So those tend to be the reasons why participants
call us at the beginning of the calendar year and the first
like two weeks of January.

VWhat we also saw with the first quarter though
was the rise in calls due to COVID-19 in March. W had an
influx of calls not necessarily for Nevada PEBP partici pants
but for other participants on our platform for other clients
on our platformthat would I ead to overall |onger wait tines
for participants to reach our representative.

Now, we did staff accordingly based off of
avai |l abl e custoner service representatives and our benefit
advisors. We did have sonme people due to COVID 19 who
weren't able to conme into the office but we were able to set
themup so they could work renotely from hone and stil
answer calls.

But we know there was a little bit of an inpact
there, position people fromworking in the office in March to

being able to work renotely from hone that could have led to
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sonme, a little bit longer wait tines in the nonth of March
t han what we may have seen in prior years.

So those are the main factors as to kind of what
happened in the nonth of January. Again, primarily the wait
times were inpacted due to the first two weeks of January and
t hen subsequent |onger wait tinmes that typically occur on
Mondays or Tuesdays of each week. People tend to call us on
Monday nornings and that [eads to |onger wait tinmes during
that period rather than calling say on a Wdnesday afternoon
or a Thursday afternoon where you won't have as long a wait
tinme.

And what we're doing going forward, of course, is
obviously we've been able to restructure our customer service
representatives, our benefit advisors where we have
flexibility to have them work from hone w t hout any
di sruption if necessary.

There are still sone representatives and cust oner
benefit advisors that work in the office, you know, based off
of staffing availability, based off of the nunmber of people
that we can have in certain locations in the office to help
mnimze the spread of COVID-19. So that shouldn't be an
i ssue going forward. That was sonething we did have to
manage t hrough, during the nonth of March. That was not

expected, and |I believe that led to us having a little bit
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| onger wait tinme and what we woul d normal |y have seen, and we
may not have had this nmeasure if that did not occur.

So that in going forward, Tom that should
prevent mss-nmeasures in the nonths -- in the first quarter
of each col or year.

Does that answer your question? Did you have
anyt hing additional based off of what | provided?

MEMBER M TCHELL: Jet Mtchell for the record.

Can | please piggy-back on Tom Verducci question
two. On that sanme note | see in January the abandoned calls,
244, which is an alarmng nunber. So to piggy-back on Tom s
concern about wait times would al so be the abandonnent factor
of 244 which is quite substantial. And then in March it says
29S. I'mnot understanding if it's 29 seconds before a cal
IS --

MR, GARCIA: That's a typo.

MEMBER M TCHELL: So how many normally is --

MR GARCIA: |'mhappy to address that. That is
a typo of 29 seconds. It should be a nunber of abandoned
calls in that nonth was 29. The S is a typo.

To address the nunber of calls in the nonth of
January, so what's interesting and | nentioned earlier how
the, nost of the volume or the increase in wait tines that we

woul d see where in the first 12 days, and | actually have
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sone data available. So out of the abandoned calls in the
nont h of January, 192 of them occurred really from

January 2nd, because we were closed on January 1st, but from
January 2nd to January 12th. So that's where we had the

| ar gest nunber of people who woul d have quote, unquote
abandoned the call

And so the average wait tinme for those abandoned
calls would tend to be about a five-mnute wait time. So if
people were calling in and they were, you know, waiting to
speak to a representative. They waited five m nutes and hung
up and naybe they decided to call back |ater.

W al so put nmessagi ng on our phone system \ere
we have increase call volumes or |onger than normal wait
times that does try to pronpt participants to contact us
| at er because of the wait tines that we're experiencing. And
so we woul d see sonebody call in. That call would start to
count. They would get that nessaging and then realize, oh, |
can call back later. They are experiencing |onger wait
times. If | don't want to wait too long then | would be able
to call back

So, again, 192 of those abandoned calls occurred
within | ess than a 12-day period of tinme where people were
wai ting probably on average of five mnutes, in sone cases a

little bit | ess before they were to hang up the call and
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maybe try back at a later point.

Historically that's -- it's not uncomon if you
| ook on the report we have historical data a little bit |ater
on. | would say on page nine and page ten of the report we
have prior year historical call stats. And you'll see in the
nonth of January we tend to have a little bit higher
abandoned call rate than in other nonths outside of Novenber,
Decenber which we're doing our Medicare open enrol | nent
season.

So if you | ook at page nine of the report, so
| ast year we had 89 abandoned calls in January. The wait
times weren't as long, but we did have a | arger nunber of
abandoned calls. And if you go back to, you know, page ten
you' |l see for 2018 we had 223 abandoned calls, very simlar
to what we saw this past year.

So historically it's not -- it's not unusual to
see a | arger nunber of abandoned calls. It's just know ng
that it all happened in those first two weeks of January just
because of the influx of call volume and due to the reasons
that | nentioned previously.

MEMBER VERDUCCI : Yes, Tom Verducci for the
record.

So | believe the penalty in that was, it would be

$2, 000 and, you know, you were only eight seconds off but,
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you know, this is a second quarter in arowand it sure would
be nice to pull the next quarterly report, |ook at the
performance guarantee net and see a clean slate with al
yes's and two quarters in a row we kind of inprove on the
next report, so.

CHAl RWOVAN FREED:  This is Laura Freed.

MR. GARCI A: Absol utely.

CHAl RWOVMAN FREED:  This is Laura Freed.

| want to remnd M. Garcia, as well as Board
menbers who are, and vendors who are on the phone. W have a
court reporter trying to keep an accurate transcript of this.
When you don't identify yourself for the record you make it
harder for them and you nake it harder for the public who is
trying to keep track of who's saying what. Please identify
yourself for the record.

MEMBER URBAN: This is Marsha Urban for the
record.

MR. GARCI A: M apol ogi es.

MEMBER URBAN. This is Marsha Urban for the
record.

| mean, you're saying in two weeks in January you
al ways have this problem For sone reason it was better in
2019 but it's gotten much worse in 2020. So then what are

you doing to nmake those changes in that two weeks so that --
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| mean, this is -- this is a historical problem It's not
like it's one year was an odd ball. | nean, this is
sonet hing that happens yearly. So what are you doing to
rectify that?

MR GARCIA: Chris Garcia for the record. Thank
you for the question. And ny apol ogies for not introducing

nmyself or restating who | ameach time |'ve spoken in the

past. 1'll nake sure | do that going forward.
To address those, | mean, part of the chall enges
we -- when we run into the nonth of January we maintain ful

staffing, and you can see the call volume in the nonth of
January. And, you know, just |ooking specifically at the
Nevada PEBP nunbers they are higher than say the subsequent
nonths so for February and March. So it's what we call al
hands on deck.

And we have full staffing. Al of our custoner
representatives are available. W have additional resources
such as what we call our application data processors who are
trained not only to process applications for enroll ment but
to al so answer customer service calls.

They are taking those custoner service calls, as
wel | as processing applications. So we try to maintain ful
staffing in the nonth of January, and we -- when we | ook at

hiring on custoner service representatives, the hiring
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process really begins all the way back in the sunmer and we
gear up -- we bring on new representatives. W bring on
additional benefit advisors and application data processors,
and they are trained starting in the sunmer, gearing up from
Medi care open enrollment which is really in Cctober and
Novenber and then the last or the first part of Decenber.
Those custoner service representatives that we've hired to
what we call seasonal enployees, they will conme on and they
will help us during the nonth of January and into February as
necessary.

So we bring on as nmany representatives as we can
when we staff as best as we can based off of avail able tal ent
pool, based off of call projections, and we nmanage that way.
So in regards to what we're doing, it's really |ooking at
what potential inpacts can we have that m ght drive cal
vol une and staffing accordingly based off of that.

W did add nessaging. | did nention this
earlier. W did add nessaging to our phone nunber or
automat ed systemto advise for businesses if they are calling
inif they are longer than -- |onger than normal wait timnes.
That's sonmething that is new this past year that we didn't
have in prior years that hopefully will drive participants to
if they call on a Monday norning for exanple or they call on

a Tuesday norning where it's busier they can maybe call back
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later in the week where it's not so busy and they are not
having that |[onger wait tine.

So while we certainly agree we don't want to have
these long wait tinmes and | don't want to have back to back
guarters where we're m ssing the neasure and granted we only
m ssed the nmeasure by eight seconds this past quarter, |
agree 100 percent that it's still a mss-nmeasure. |[It's not
sonething that we're geared toward -- geared to happeni ng but
it's something that did occur.

We don't know -- we don't believe it's going to
happen. You know, this past quarter that occurred, which is
guarter two of the calendar year. |It's not going to happen
for two to three of the cal endar year because in the sunmer
the call volumes tend to taper off and we're able to nanage
t hose call vol unes nore successfully.

So in regards to what we're doing, | believe the
correct answer is |looking at staffing, |ooking at bringing
t hose associates that we need to address the call vol unme
accordingly. But other than that there isn't nmuch el se that
we can do outside of bringing on the right resources to
address the initial call volunme that we target.

MEMBER VERDUCCI : Tom Verducci for the record.

Chris, | do want to ask does your call center

provi de for automatic call backs during busy periods? You
CAPI TOL REPORTERS (775)882-5322

35




© 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

know, when you call a call center and there will be sone cal
wait, do you provide the ability of the nmenmber to | eave their
number and then get a call back or is that sonething --

MR GARCIA: Oh, M. Verducci, Chris Garcia.
Agai n, thank you for the question

Ri ght now we do not. There's a specific reason
as to why. Medicare enrollnment calls, so if sonebody wants
to enroll in a Medicare vantage plan or a prescription drug
plan it has to be done by an inbound call. They cannot be
processed through an outbound call. So that's one of the
mai n reasons that we don't have that functionality in our
system It's sonmething that we are expl oring.

They have recently allowed us to do nedi gap
enrol | ments through an outbound call, as well as dental and
vision enrollments. So that's sonething that could
potentially -- we could see this com ng open enroll nment
season but it's not sonething that's in the systemright now.

MEMBER VERDUCCI : Ckay. Thank you for addressing
that, and it's good to know that it's sonething you' re
wor ki ng on as wel | .

MEMBER M TCHELL: Jet Mtchell for the record.

| want to take you back to nmy previous coment
about call abandonnment, and | appreciate Chris Garcia's

comrents in January that we had 192 calls from January 2nd
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t hrough 12th that were abandoned calls, but that does not
answer why there was 605 in Novenber and six -- 68, excuse
me, in Decenber. So I'mnot |ooking to Chris Garcia to nmake
conment on that. | just wanted to note for the Board menbers
that the call abandonment question that | raised was not a
January only situation and as Marsha Urban well noted the

hi storical problemearlier, | just wanted to nake sure that
that historical problemwas noted as Novenber being

Decenber 6th 668 abandonment and, again, not | ooking for
speci fic explanation on that but just noting the abandonnent
trend was not just January 2nd through 12th.

And, again, this is Jet Mtchell for the record.

CHAl RWOMAN FREED:  Thank you. This is Laura
Freed. Thank you for those coments, and thank you for the
i nsightful questions.

Board nmenbers, are there any other questions for
Tower's Watson? GCkay. Hearing none, | see a head shake from
M. Verducci so that's a no.

Let's nove on to 12. 3. 6.

MEMBER VERDUCCI: Ckay. Tom Verducci again for
the record. This would be in regards to Honmetown Heal th and
| ooking at the pass/fail, we have a fail that junped out here
in the claims repricing. The guarantee was 95 percent

turnaround tinme, the repricing, the nmedical clainms within
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t hree busi ness days of receipt fromPEBP s third party
adm nistrator and it came in at 89 percent. So perhaps we
have a representative from Hometown Health that woul d be
wonder f ul .

M5. REIMER  Good norning. Can you hear ne?
Well, good norning. Perfect. Madam Chair, to the Board, for
the record |I'm Heather Reinmer, director of self-funded
prograns at Hometown Heal th, and thank you for giving ne the
opportunity to speak to this item

Honet own Heal th provides the PPO Network and
reprices clainms for the TPA and as part of that agreenent we
have performance guarantees. Under the EDI clains repricing
guarantees the neasure is 95 percent turnaround tinme for
repricing clainms within three business days.

During first quarter 2020 we failed that neasure
at 89 percent. During QL each year we | oad new fee
schedules. This option requires us to pen the repricing file
while we receive and process fee schedul es for the new year.

In this quarter there was a delay in receipt of
the Medicare fee schedule which resulted in mssing a
senmester. Al other measures for the quarter for Honetown
Heal th were net.

Can | provide any further details to that for

you, M. Verducci, or Board nenbers?
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MEMBER VERDUCCI: So Tom Verducci for the record.

So what steps are going to be taken next quarter?
|f you can expand a little bit nore on that so when we get it
reported as a pass.

M5. REIMER  Absolutely. Heather Reinmer for the
record.

This fee schedule and all of the fee schedul es
have been | oaded and are currently working appropriately. So
we don't anticipate failing this nmeasure next quarter. This
really is based on a dependency of an outside agency
receiving those fee schedules, and we typically have this
processed during QL of each year for each cycle so we can
| oad those new fee schedul es for the new year.

MEMBER VERDUCCI: Ckay. So you anticipate
getting a pass with the next quarterly results at this point
or does this look like a problemthat could be persistent?

M5. REIMER: Heather Reinmer for the record.

| do not think it's persistent. W are really
dil i gent about ensuring that our fee schedules are | oaded as
soon as we receive themand in order to provide the tinely
repricing file.

MEMBER VERDUCCI: Ckay. Thank you so nuch for
addressing these issues, and | think that's it on ny coments

t here.
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M5. REIMER:  You're wel cone.

CHAl RWOVAN FREED:  Okay. This is Laura Freed.
Thank you for that.

Any ot her questions on 4.3.6 fromthe Board?

kay. Hearing none, | would accept a notion to
accept the report under 4.2.1, 4.3.5, 4.3.6.

MEMBER VERDUCCI : Tom Verducci for --

VICE CHAIR FOX: Linda Fox for the record.

CHAIl RWMOVAN FREED: | think M. Verducci spoke
first sol'll give it to him
kay. It's been noved and seconded. Al in

favor say aye or raise your hand on your picture.

MEMBER KRUPP: Jennifer Krupp, aye.

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

CHAl RMOVAN FREED:  All right. It passes
unani nously. Thank you everybody for your questions and your
t esti nony.

Let's nove on to election of Board Vice Chair.
This is Agenda Item Five. Let ne open ny packet. Ckay.
Since this is the first neeting of the new plan year, Nevada
Admi ni strative Code requires us to, again, elect a Vice Chair
who presides over the Board when the Chair is unable to do

SO.
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As the Board knows, Linda Fox, who's the current
Vice Chair or was the Vice Chair for plan year 2020, | should
say, and Ms. Fox has expressed interest in continuing. |
have not received nyself any other formal expressions of
interest. So |l want to -- as the agenda item notes, the
eligible candidates are M. Bailey, M. Fox, M. Verducci,
Ms. Urban, Ms. Krupp and Ms. Mtchell.

So if you would Iike to nom nate sonmeone you nay.
If you would like to nom nate yourself you may. And if we
have nore than one nomnation, |I'Il just ask each person
who's interested to say a few words about why they woul d just
love to be the Vice Chair of the PEBP Board. Wth that |
will open it up.

MEMBER M TCHELL: Jet Mtchell for the record.

Chair Freed, | would like to nom nate Linda Fox
to continue her service as Vice Chair.

CHAl RWMOVAN FREED: Do | hear any ot her
nom nations? Sorry. This is Laura Freed. | have to take ny
own mnedi ci ne.

kay. |'mnot hearing anybody speak up. So with
that | -- let's see, Ms. Rich, we officially have to vote on
this, right, with a notion?

M5. RICH Right.

CHAl RWOVMAN FREED:  Okay. Thanks. Cot it.
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Menber Mtchell, would you Iike to nove that
Ms. Fox continue her service as Vice Chair for plan year '21
and also with a second fromthe nenbership?

MEMBER M TCHELL: Jet Mtchell for the record.
Laura -- Chair Freed, yes, that's exactly what | would Iike
to do.

CHAl RWOVAN FREED:  Awesone. Do | have a second?

MEMBER URBAN. Marsha Urban for the record. ['ll
second t hat.

CHAl RMOVAN FREED: Great. Al in favor say aye
or raise your hand.

MEMBER KRUPP: Jennifer Krupp, aye.

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

CHAI RAWOVAN FREED:  Any opposed say no. Al
right. Sounds unani nous. Thank you so much nenbers.

Congratul ati ons, M. Fox.

VI CE CHAIR FOX: Thank you.

CHAl RWOVAN FREED:  You may get another shot. If
we have anot her special session you may have to preside over
a nmeeting or two, so.

VI CE CHAIR FOX:  Ckay.

CHAIl RWOVAN FREED:  Al'l right. Wth that, let's

nove on to Agenda Item Six, executive officer report.
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Ms. Rich.

M5. RICH Al right. For the record Laura Rich.

This is Agenda Item Si x, the executive officer
report. It starts out with plan year '21 open enrollnment.

So typically after each open enrol |l nent PEBP reports any --
any type of mgration that occurs within the plan just to
give the Board and the public sone idea of, you know, what
happens t hroughout open enroll nment.

And | ong story short, there wasn't a | ot of
changes in -- in the nmenber enrollnent. | personally was
expecting sone mgration given the higher prem umcost of the
HMO and EPO. But as you see in that chart there, |I nean, the
nunbers are pretty steady. The nunbers between each of the
pl ans between plan year '20 and plan year '21 it al nost went
unchanged. So, again, there's sone |evel of consistency
t here.

The next one is the COVID update. PEBP conti nues
to encourage those staff who can work from honme to work from
hone and to continue doing so, but we were able to purchase
sonme | aptops and get sonme BPM s, things like that. So we're
abl e now to nove people away fromthe office and work
renotely to encourage that social distancing.

And it's been a little bit of a shift in the way

we do things internally in the office, but | think that we're
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doing really good and adapting, and we're | ooking at sinply
maki ng sone changes within the call center. That was their
bi ggest -- our biggest challenge as far as, you know,
having -- being able to have all staff be able to work
renotely, but really we are adapting and things are | ooking
good t here.

So since the plan is also -- we're paying
100 percent of COVID 19 clains. W' ve been keeping a very
cl ose eye on clains costs. These are also being reported to
the Governor's Finance Ofice just in case there's any
applicable federal dollars that we can get back on that. And
as of this week we do have a work program approved for
$400, 000 of COVID-19 rel ated expenses. So we will be getting
sone federal dollars back fromthat.

So as of July 13th and actually | got the updated
nunbers yesterday. They are not that nmuch different. The
pl an has pai d approxi mately $550,000 in COVID-19 rel ated
claims. And | just want to put out there that that nunber
does seem | ow, but you have to renenber that these expenses,

t hese COVI D- 19 expenses were incurred during a tine where the
state was shut down. \Were we had, you know, stay-at-hone
orders and everything was typically, you know, in shutdown
node, and so cases at the tinme were reducing and -- and so

the situation was different.
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If you recall, Aon's COVID 19 nodeling that was
presented back in May, they presented this huge different --
a fewdifferent nodels. So it was best case scenario to
wor st case scenario and there were three different ones,
right. So the best case scenario is it slowed down and
everyone i s social distancing and, you know, we've got --
we' ve got a state of shutdown type thing, and in that
scenari o PEBP actually, the program saved the noney versus
i ncurred costs.

But if you renmenber in their scenari o where they
assunme that we noved to phase two, we opened, nearly a ful
open on July 1st which we actually did that before July 1st
and then a -- ariseinclaimor arise in COVID 19 cases
whi ch then | eads back to a stay-at-hone order on August 1st.

Now, we don't have that stay-at-hone order.
We're not shutting things back down, but | wouldn't say
that's out of the real mof possibilities. So I'm]looking at
the, Aon's nodel as a possibility, a real strong possibility
of , you know, the kind of the worst case scenario.

And if you look at that chart, you're |ooking at
if we have a | ow clains suppression and a | ow cl ai ns cost
we're | ooking at best case scenario or I'msorry, high clains
suppression and | ow clains cost we're | ooking at a best case

scenario of saving -- the plan saving about 2.7 mllion
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dol I ar s.

However, in a situation where it is worst case
scenari o where we have a | ow cl ai ns suppression and a high
COVI D- 19 cost that could cost the plan about $20,000,000. So
| guess the general nessage that I'mtrying to relay here is
that if this 500,000, half a mllion dollars that we have
paid out in COVID-19 clains, | think this is, you know,
really best case scenario right now, and that the situation
could definitely change given what we're seeing right now as
far as the rise in COVID-19 cl ains and hospitalizations not
just in Nevada but across the country.

So | just wanted to nmake that clear. It's
sonet hing that we continue to watch and it's sonething that
we will have to continue to just keep a close eye on. | wll
have Aon present a new updated nodeling at the Septenber
Board nmeeting. | think that will give us a little bit nore
insight into what is happening and what we can expect.

So noving on to the COVID 19 coverage, | just
wanted to provide the Board an update that back on March 31st
the Board did elect to align with the Governor's energency
regul ation by covering all testing and office visits and
treatnent related to COVID-19. That's 100 percent of the
pl an' s maxi mum al | owabl e charge. That energency regul ation

went into effect through July 3rd. However, staff was
CAPI TOL REPORTERS (775)882-5322

46




© 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

provided the authority to extend that the regul ati ons be
extended, reissued and that is exactly what happened.

So that the regulation on attachment A you wil|
see it was filed on July 2nd and was intended to replace the
March enmergency regulation. So PEBP is continuing to provide
that coverage as we had been as of March 31st. So that's
facilitation's update.

PEBP staff and Board nmenbers who, thank you very
much, who have been out with this process, we are very very
very busy with solicitations. Right now we have five
solicitations that we are working on, actively really for one
but the last one we have a little bit of extra time to work
on, but four of themwe are really in a tine crunch and need
to get themout and -- and really inplenented by July 1st of
next year.

So staff have been working really really hard
around the clock to get these solicitations ready. W do
have one out right now The enrollnment and eligibility
budget analysis systemis out, and there's going to be three
nore back to back that are com ng out, you know, wthin the

next nonth or so.

So that has been -- that's basically going to be
what PEBP is going to be working on for the next -- the next
year between -- right now we're devel opi ng those
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solicitations. There wll be the evaluations of those
proposals and then following that there will be the
negotiations. It will be presented to the Board and then
approved at BCE, and then we have the inplenmentation part of
it as well on the comunication to nenbers and things |ike
that. So long story short, we're going to be very very very
busy for the next pretty nuch year.

The one thing that is not in this report that |
did want to add is the special session update. That w apped
up on Sunday. So that was -- that's why it's not in this
report. | wasn't able to add anything in there. The report
was witten before it wapped up on Sunday, but | wanted to
make some clarifications because | received many many e-mails
on what exactly was PEBP' s role in this.

And so in this special session, this was the bil
that included all of the admnistration, the state
adm nistration, the furloughs, the -- the increase of annua
roll-over. Thank you, Chair Freed. And there was also the
part on PEBP

And so really what this -- what the PEBP portion
is to allow that subsidy holiday. So the PEBP Board voted
back in May to -- it was about $25, 000, 000 in budget
reserves, but we have a statute that doesn't allow PEBP to

really to take that noney and just give it to the state,
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right. PEBP noney stays within the program And so the only
way to go about noving that, those funds that we set aside
for reserves into the general fund is to allow for a subsidy
hol i day.

So what this bill did is allow for the agency,
not the enpl oyees, and that is the clarification that | want
to make, is that agencies get a subsidy holiday for one nonth
of the fiscal year. That nonth has not been identified yet,
but they do get one nmonth of a subsidy holiday, and so that's
one nonth that PEBP does not bring in the -- the enpl oyer
portion, so the enployer contribution, and that's essentially
how t hat $25, 000, 000 that we set aside goes back to the
general fund or -- or that the prograns to which, you know,

t hose agenci es that are paying that enployer contribution.

So | wanted to clarify that because | know t hat
there's a -- there's a language in that bill that does state
t hat enpl oyees are not -- they are not responsible for that
portion, and there was sone confusion as to whether enpl oyees
were responsible for the premuns at all, and really what it
Is saying is that enpl oyees are not responsible for the
enpl oyer portion of that contribution.

So | just | wanted to put that on the record
because | think it's helpful and really clarifies a |lot of

the questions that |'ve been getting comng into the office.
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So with that I wll conclude and give you guys
the opportunity to ask some questi ons.

CHAl RWOVMAN FREED:  This is Laura Freed.

Thank you for clarifying the difference between a
rate holiday, a subsidy holiday and a prem um hol i day because
peopl e who are not in PEBP world, except naybe a partici pant
and peopl e who are nenbers of the press and certain nmenbers
of the legislature use those terns interchangeably and they
nmean very different things to people who understand the plan.
So thank you for that.

If I may, may | go back to page two and the Aon's
illustrative chart. So tying the fact to a conversation
earlier in the neeting about the fiscal officer's report, so
again | know this is just a chart for illustration purposes,
but the fact that we have excess cash that we hadn't planned
on and projected earlier in the fiscal year or projected
earlier in 2020 I should say. So just to be clear, we are
| ow on COVID clainms cost and high on cl ains suppressi on which
is what explains the excess cash. |Is that a fair statement?

M5. RICH | would say that is a fair statenent.
Yes.

CHAl RWOVMAN FREED:  Okay. Thank you.

Board nenbers, other questions for Ms. Rich?

MEMBER M TCHELL: Madam Chair, Jet Mtchell for
CAPI TOL REPORTERS (775) 882-5322
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the record.

| have two questions on the report. First of
all, I wanted a little clarification on the nunber, the
550, 000. Do we have some kind of sense of where that is
going, what is that -- what -- what does 550,000 represent?
That's nmy first question.

M5. RICH So that 550,000 is any Covid-19
related clains. So when a -- when a nmenber goes in and
refused an office visit or any testing or anything |ike that
it is -- there's a CPT code that is associated with it that
is -- that's COVID-19 related. So that is anything paid out
that is related to that CPT code.

MEMBER M TCHELL: Actually | have three
questions, sorry, so one, two, three. So to followup on
that, your comment is we end up having nore of a worst case
scenario, the claim the clains would be COVID rel ated for
hospital, |I'massum ng hospitalization would drastically
increase. Wuld that be a fair assessnent?

M5. RICH: Yes. So Laura Rich for the record.

Yes, | would say -- | would say that's a fair
assessnment. That is where, you know, the bul k of the cost
rate. So the testing is costly on a volune basis but
obvi ously hospitalization would be costly in general.

MEMBER M TCHELL: Ckay. Jet Mtchell again for
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the record.

| asked question two. | have a third question
On the special session update you had identified the subsidy
hol i day nmonth. Do we have an idea as far as when that nonth
wll be identified or further color around the tineline of
t he holiday nonth? How does that |ook for us at this point?

M5. RICH This is Laura Rich. |If you recall, a
ot of the significant percentage of what we put aside in
reserves was it cane out of the reserve's bucket, right, and
so it's already there. But there's a portion of what we had
set aside for those budget rate reserves that are going to
accrue throughout the plan year, and sone of themdon't even
accrue until or don't materialize until May.

If you think back to that HRA that we nade that
will not even happen until the end of May, and so ny
assunption, we will work wwth the Governor's Finance Ofice
on this, but ny assunption is it will be if not the |ast
nonth of the fiscal year, it will be very close to it.

MEMBER M TCHELL: Jet Mtchell for the record.
Thank you so nuch for the clarification.

And | know in discussing COVID | conpletely
understand that we're in unprecedented tines. So
di scussing -- we're discussing ranges of possibility that

coul d be total claimsuppression to no claimsuppression
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what soever and every scenario in-between. So | know we're
asking -- as Board nenmbers we may be asking you to ook into
a crystal ball that may or may not know what that |ooks |ike
at that point. |'mcognizant there's a |lot of unknowns at
this point and continue to be so.

CHAl RWOVAN FREED:  This is Laura Freed.

May | key off of what Menber Mtchell asked about
what does that $550,000 consist of. Wen |I'mreading the
Heal t hSCOPE reports and all of us under -- for, you know,
Agenda Item Four, is COVID considered classified as a di sease
of the respiratory systemor the circulatory systemor is it
ot her or where would | |ook for that?

M5. RICH  You know, that is a very good
question. Laura Rich for the record. | think we have Mary
Cat herine on the line and she may be able to --

CHAIl R\OVAN FREED:  Ckay.

M5. RICH -- speak to that. | don't know if
they are -- | really don't know where they are incorporating
t hat .

M5. PERSON. This is Mary Catherine Person for
the record, and it could be incorporated in any one of those
pl aces. As you know, it really falls into a ot of different
areas. In the current reporting you really wouldn't see it.

You'll start to see nore of it actually in the reports that
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you' || probably see for the Septenber Board neeting, but
currently there's not a lot of data in there.

Alot of the initial cases really probably fel
under the respiratory nore than other places, but it is kind
of a m xed bag today.

MEMBER M TCHELL: And Jet Mtchell for the
record.

Mary Catherine, would it be fair to say as tine
goes on and we know nore both of the COVID and treatnent that
certainly six nonths fromnow, maybe even a year from now the
Board and all of the PEBP nenbers woul d have a better | ook at
how exactly how nuch was spent and exactly what nonth it was
spent. Wuld that be a fair assessnent?

M5. PERSON. That is fair. This is Mary
Cat heri ne Person for the record. W will be providing -- we
are providing you guys and can continue to provide on an
ongoing basis a rolled up view of just Covid-19 as well. So
you can see the exact cost specific to COVID, specific to
inpatient, how many patients were on ventilators. All of
those different types of things are all things that we're
tracki ng on your behalf, and we can provide that information
and information on testing nunbers and percentage of people
who are actually positive, those who are presuned positive

because, you know, there's been an interesting conbination of
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the way providers have actually sent in clains regarding
COvI D.

MEMBER M TCHELL: Jet Mtchell again for the
record.

Mary Catherine, I'malso very interested in six
nont hs and a year how clainms would | ook for other things. |
specifically foll ow cancer patients for personal reasons, but
for exanple many cancer patients are delaying deferring
treatnent and di agnostics, which is nost unfortunate on a
personal level, but it would be interesting to see clains
that are not necessarily COVID specific but are COVID
spillover effects, and | think PEBP may see that in the next
year as we have other chronic di seases and other health
i ssues bubbl e up that were suppressed, that had claim
suppression and otherwi se during this tine.

So I"'mhoping that's not the case but the
research that I'mreading shows that it may be, that we'l|l
see further increases in additional things in addition to
COVI D specific, and | hope |I'm w ong.

M5. PERSON. This is Mary Catherine Person for
the record.

| agree with you, Dr. Mtchell, and | agree
that's very likely. And if it's, you know, sonething the

Board would like to see, we can work with Aon to put together
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sonme reporting for your Septenber neeting that's specific to
sone of those things.

MEMBER M TCHELL: Jet Mtchell for the record.

| would work with -- my thought is | would defer
to Laura Rich and Laura Freed as far as sone specifics but it
may even go beyond Septenber. W may be |ooking well into
2021.

M5. PERSON:  Yes.

MEMBER M TCHELL: | say spillover of other
uni nt ended consequences of this dreaded COVID that w ||
effect PEBP -- the PEBP participants as a whol e.

CHAl RWOVAN FREED:  This is Laura Freed.

| -- yes. Yes to the Septenber reporting. And
think if we don't have an inm nent vaccine or vaccine
candi date by the end of the cal endar year, yeah, | think the
Board woul d be very interested in continuing that as
Heal t hSCOPE sifts through all of these various ways that
provi ders have reported COVID clainms to you guys. So thank
you.

M5. RICH This is Laura Rich.

Chair Freed, you bring up a good point. There
are vaccines that are going to be a significant cost to the
program as well as when that is developed. So that's

sonething that we will need to, you know, track as well
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So, you know, we're hoping that, you know, there
will be sone federal assistance if it does cone out that, you
know, that's covered as well, but that's -- that's one of
t hose things that we're | ooking at and maki ng sure we watch.

CHAI RWOVAN FREED: Ckay. Laura Freed again for
the record.

Are there questions on the executive officer
report? GCkay. Hearing none, Board nenbers, Agenda Item
Seven has to be deferred because the LCB audit subcommittee
that was schedul ed for July was preenpted by the 31st Specia
Session. So the PEBP staff does not have nuch to report to
you about the progress of its audit. So we'll skip that,
cone back to it in Septenber when we probably will have the
nmeet i ng.

So let's nove on to Agenda Item Eight, results to
the RFI for actuarial review and benefits nmanagenent system

M5. RICH Al right. So for the record Laura
Ri ch.

Back in January, at the January Board neeting,
sorry, the further analysis, this is back when we were
t hi nki ng about the budget and | ooking at possi bl e enhancenent
request and when our fiscal situation was |ooking nuch
different than it is today.

So there were sone things that the Board had
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approved to really infer PEBP staff to take back and start

| ooki ng at and doing further analysis on and two of those
were request for information. One was for the actuari al
review and another one was for an eligibility and enroll nment
system

So this report basically provides an update to
the results on that. There's -- you know, this is really for
information only because at this point there's very little
chances that enhancenent units are going to be approved in
any budget at this point.

So the actuarial review services was, one of
t hose was a budget enhancenent request and it was received
fromthe advocate groups. They wanted an actuarial review of
Aon.

So the intent was to provide i ndependent
verification of the actuarial services provided by Aon to
PEBP. And so in order to have a better understanding of the
cost for this type of service we put out an RFI which is a
request for information. W received some responses on this.
We received responses from Bl akely Consulting G oup, D anond
Consulting Group and the Segal G oup, so three responses.

And basically the cost proposals, the way that we
received the cost on this was different for each one, but

ultimately the average price overall, the way that they
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priced themout overall, it's going to cost the program
should we | ook at this option about $100,000, give or take.

So, again, it's -- this is for information only
because this is likely not sonething that, you know, we have
to even the opportunity to request at this point given the
di fferent budget scenario that we're in today.

The next one was eligibility and enroll nment
system and the reason an RFl was requested for this is
because we needed to prepare just in case that the two-year
contract extension was -- was not granted or cancelled and
that's, in fact, what we did.

| didn't gointo a lot of detail on this one, on
the results of this one because we have to renmenber that
there is an active solicitation. W have an RFP out on the
street and ny assunption is that the -- those vendors who
responded to the RFl will also be responding to the RFP. So
| get this high level to, you know, maintain the present
nature and the confidentiality of, you know, the solicitation
process right now.

But we received ei ght responses on this RFlI and
really because this is an RFl and not an RFP there -- the
responses as far as cost went were all over the board and
there was -- because it's a very conplex systemwith a | ot of

variables it's very hard to price unless you have all of the
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-- unless the vendor has all of the information in front of
t hem

So we are expecting higher PMPM fees than what
we' re paying today but we don't know. This is somnething
that, you know, where the solicitation is out right now W
have actually | ast night received the second set of
guestions. | think we're up to close to 100 questions on
this, and so |'mexcited and | think that this -- this
solicitation will be positive for PEBP. But, again, there's
not a lot | can divulge at this point as far as what the RFI
results were just because | want -- | want to continue to
mai ntain that confidentiality as the -- the RFP process
that's out right now.

So in conclusion, things have changed. This
pandem ¢ has changed the econom c | andscape of the state and,
you know, there's probably little chance that we can really
| everage, especially the actuarial, the actuarial review RFI
at this point, but at |east we have a better idea of, you
know, what the cost was for that.

So with that | wll take any questions.

CHAl R\MOVAN FREED: This is Laura Freed.

Board nenbers, |I'mnot hearing anything. So this
is an information itemonly. So w thout any questions we can

just go ahead and nove right on to Agenda Item Ni ne, possible
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di scussi on of plan design changes for FY 2022 and 2023.

M5. RICH This is the big one. Laura Rich for
t he record.

So each bi ennium state agencies nmust build and
submt an agency to the Governor's Finance Ofice by the end
of August. Budget request under those review and pretty
often new nodifications eventually becones part of the
Governor's proposed budget, Gov Rec is what or |I'msorry,
Governor's recomrended budget or Gov Rec presented in January
prior to the start of the |egislative session.

So under normal conditions agencies receive a set
of instructions and general directives in the spring prior to
t he August budget subm ssion deadline and that is exactly
what happened, but the COVID situati on changed everyt hi ng,
right. Now our revenues are different. The state is in a
much different situation than we were back in -- in February
| believe is when we had this neeting.

So the special session took place earlier this
nonth and focused really solely on resolving the nore
i mredi at e FY21 budget shortfalls but it hasn't really -- we
don't have a lot of direction on the FY22 and ' 23 budget
bui | di ng.

What we can assune is that there will likely be

sone sort of cuts, but what we do know is that PEBP was
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i ssued a basically tax to our program back in February and --
and that's really what we're working with

So what we have decided to do here is we -- what
is pronpting the changes is that we're faced with a budget
constraint, nunber one, and we don't want this to be worn on
t he backs of our nenbers. So what we did was we had
strategi ¢ planni ng session back in May, and we tal ked about
the goals of the program So this was staff. It was vendors
and several Board nmenbers as well and we tal ked about, you
know, one of the problens, issues facing the program and what
can -- what we do to nake inprovenents while still adhering
to the budget limtations that we have today.

So we took this opportunity to kind of, you know,
try to revanp the program And in addition to everyone that
we had participating at the tinme we had asked feedback from
t he advocacy groups as well, and we did receive sone feedback
wi th, you know, essentially the recommendati on or the asks
fromthe advocacy groups.

So what | want to start out with is first talking
about all of the different variables that were being stayed
and what can change this -- this scenario noving forward. As
you know, there's a |l ot of unknowns right now in the program
So | wanted to just kind of set the stage and say, |ook, this

is what we think is going to happen. W're going to present
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some of this information, but there are so many vari abl es
that play that we need to, you know, keep in mnd that
there's -- there's significant changes or significant factors
t hat can change what this [ooks |ike by July of next year.

So the first one is contracts. As you know, we
have five contracts that are annual, one of those pretty
significant. That is the nedical network. And if that
changes the cost could change dramatically, up or down. W
don't know, and so this can definitely effect the outcone and
the cost of the program and, you know, what those -- what
the clains cost are going to be. So this is definitely a big
vari abl e out there right now

As you know, as | said, COVID 19, that is a huge
unknown right now. W don't know what those costs are going
to be. W don't know, you know, if COVID related clains are
going to increase, if we're going to be faced with covering
vacci nes and hospitalizations and et cetera, et cetera. So
that's a big unknown right now.

We al so have trend. The pandemc wll
undoubt edly have an inpact on trend. So nedical carriers
right now are anticipating, you'll hear Stephanie talk |ater
about trend and rates and what, you know, what she's
expecti ng.

But, you know, they are anticipating anywhere
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froma half percentage to a one percent increase in '21 trend
and that's basically because of claimsuppression in 2020,
right. That |ast quarter of 2020 we saw a |l ot of claim
suppression. People were not going to the doctor. They were
not getting nedical services. They were postponing their
surgeries and el ected surgeries, things like that. So these
are all things that can contribute to trend. Now, what is
that going to look like a year fromnow, right. There's a

| ot of unknowns.

And then we have the state econom ¢ conditions.
We don't know what the state fiscal situation really |ooks
like at this stage. W don't know what topics and, you know,
where -- where the legislature is going to stand cone next
session when we're tal king budgets and what the state can, is
able and wlling to contribute towards benefits.

This is also sonething that is, you know, it's
big. R ght nowthe state, the enployer contribution is
anywhere from about 91 to 96 percent of the total prem uns,
so that's big. |If that -- if that contribution is reduced
t hen, you know, we are -- we're faced with sone deci sions on
our side as well.

So that's just kind of |evel setting things and
setting the stage or two. You know, there's a |ot variables

out there and there's a |ot of things that can change, but we
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are trying to be proactive and really make plan design
changes that inprove the programw thout cost. So this is
really what we're working towards when we did this.

So the plan design changes that we are presenting
today, the first thing | want to enphasize is we are only
presenting the concept. W're -- we -- all of the nunbers in
t here can change and probably wi |l change because we have
very premature data at this point. The -- what we need from
the Board today is to really approve the concept because we
have to build a budget based on that concept.

And so the prelimnary plan benefit design that's
shown, all those deducti bl es, co-pays and co-insurance are,
you know, they are just there for an exanple. And in

Novenber, when we have nore information, we can really start

drilling down and | ooking at those nunbers and figuring out
what -- you know, where we -- where PEBP as a program stands
and what we can -- what we can adjust and what -- you know,

and how nuch we can adjust those | evels at that point.

So when we were | ooking at revanping the program
we identified sonme goals in that process. First we wanted to
i nprove the plan option so that nenber -- nenbers have nore
appropriate plan selection. You heard over and over that
there's a | ow deductible. There's a desire for that |ow

deducti ble. Menbers want anot her choice. You know,
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sonetinmes there's -- there's a |ot of nenbers that neither of
t hose plans neet their needs. They want sonmething in the
mddle. So that is something we tried to work towards i s how
can we develop a third option that neets the needs of

menber s.

The other one is we -- we really wanted to nake
things nore sinple for nmenbers, and right now the CDHP for a
| ot of nmenbers that really don't understand heal thcare, the
CDHP is pretty conplicated. So when we thought about
introducing a mddle tier plan design we wanted to nmake it
sinple and kind of get away fromthe whol e co-insurance
option and really stick to co-pays.

And so that is really, even though there is a
deductible in that -- in those mddle option, the deductible
really only applies for specialty meds. Everything else is a
co-pay. So it's a fairly sinple option for people to
understand. You go to the doctor. You pay a co-pay. You go
to a specialist. You pay a co-pay. You go get -- you go get
your nedication simlar to the HMO and EPO. It's based on a
co-pay nodel. So far that was -- those were the two goals
that we identified.

The third one, of course, was reducing cost to
PEBP. W weren't given a specific reduction. There's --

agenci es have not been told this is what your, you know, what
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your new target is. W've been given initial tenps for a
program back this, earlier this year, but we have not been
gi ven anynore direction fromthe Governor's Finance Ofice.
| think at this point they're -- you know, they have been
dealing with FY21 matters and are just starting to | ook at

FY22 and '23. Unfortunately for PEBP, we don't have the

[ uxury for waiting around. W nust plan well in advance in
order to -- to be able to, you know, to roll things out in
July.

So what we did was we devel oped two pl an designs.
Basically one is at a five percent reduction and the other
one is at a ten percent reduction. Both of these ideas get
us to the -- the $299, 000,000 cap that was identified earlier
this year fromthe Governor's Finance Ofice for the Public
Enpl oyees' Benefits Program

So if you |l ook on page four you'll see the
proposed plan design changes. You'll see that we nodified
the CDHP, the high deductible plan, and really what we did
there was we nodified it by changing. W increased the
deducti bl e and the out-of - pocket max, depending on if you're
| ooking at the five percent or ten percent fee. The
deductible of five percent, it goes from1,500 to 2,000 for
an individual and 4,000 for a famly, and then if you | ook at

the ten percent it's up to 2,500 and 5, 000.
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In the five percent bucket there the HSA enpl oyer
contribution is lower to $500 and in the ten percent there is
no HSA contri buti on.

Now, the nodified COHP is really -- it's for
t hose people who either want to have an HSA and want to
contribute to the HSA and really want -- you know, they're
healthy. They don't go to the doctor very often. They don't
seek services. They are -- they need insurance and they want
coverage because they are responsible individuals, but they
don't need sonething that is so -- it's -- they don't need
that -- that expensive coverage, right.

So then we have the | ow deductible PPO with
co-pay. This is the new plan that we offered and it's kind
of, it'"sinthe mddle, right. |It's that mddle tier option
where you do see deductible. But, again, | want to enphasize
that the only place that you're using or neeting the
deductible is for specialty neds. Everything else is a
co- pay.

And the five percent is you' re seeing that sone
of these nunbers, again, mght change. This is just for --
just to get an idea of what this plan m ght |ook |ike.

You're | ooking at your prinmary care visit, $30. Your
specialty visit, 50. |If you go to the ER, $750, right. Your

generic neds, $10, formulary, 40, not fornulary, 75. It kind
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of gives you an idea of where we land in that -- in that
co- pay pl an.

And then you' ve got the EPO and HMO. So that was
adjusted a little bit as well. W added a deductible to
that. Again, that deductible really only applies for that
specialty nedication here. But the premuns, and |'m
actually, | didn't put the premuns in here at the tine
because we didn't have them but | had asked Aon to devel op
maybe what -- what those premuns are going to look like in
today's nunbers. Again, this is all premature. W don't
have a | ot of, you know, up-to-date data, but | wanted to
provi de sonething to the Board nenbers or to the public so
that you can get an idea of, you know, what these plans are
going to cost with the informati on that we have today under
t he assunption of, you know, our current budget situation.

Sointhe -- inthe report | have that the
prem uns, obviously the nodified CDHP is going to be the
| east expensive premium Then you have got that mddle tier
under the plan is going to be mddle option. 1It's going to
be priced between the CDHP and the HMO and EPO and then
obvi ously the EPO and HMO whi ch have the richest benefits are
priced the highest.

So I'mgoing to pause right there because

St ephanie from Aon is going to be -- she has sone rates
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avail abl e that she's going to present that stand kind of in a
better idea of, you know, what this is going to | ook like
should we, you know, roll this out today. Now, keeping in
mnd with that disclainmer that things will change between now

and the tine this is inplenented.

So, Stephanie, |I'mgoing to pause right there.
Do you -- are you ready to share your screen and present on
your -- on the rates?

M5. MESSIER  Yeah, | am Can you hear nme okay?

CHAI RAMOVAN FREED: We can hear you.

M5. MESSIER. Al right. 1'Il get ny Exce
pul led up. Al right. Are you able to see it? Perfect. |
see Laura Freed noddi ng. Thank you, Chair Freed. Again, for
the record, ny nane is Stephanie Messier and |'mw th Aon.

So as Ms. Rich alluded to, these are very nuch
draft nunbers, but we certainly understand it's very hard to
tal k about plan design changes w thout really know ng what
that m ght be to enpl oyees.

So we have a couple of different scenarios that
we wanted to go ahead and show you this norning. The first
one |'mgoing to show is that nodified plan design changes,
so it's really those mddle colums that Ms. Rich just wal ked
you through. It's the five percent plan design change

scenari o.
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Sonme ot her key assunptions that are going into
the rate building is probably the |argest one that's the nost
inmpactful and it's a little bit of a risk is that right now
|'ve assunmed that PEBP is able to keep nedical, pharmacy and
dental costs flat in total fromwhere we set the plan rates
today for plan year '21 going into plan year '22, definitely
nor e aggressive than you' ve seen fromus in the past, but |I'm
also trying to be mndful of the fact that when Nevada was
com ng out of the recession, probably around the tine the
CDHP plan was inplenented, you all did see sone pretty
serious reductions in terns of utilization of the plan.

Certainly we recogni ze that when the econony is
in a decline or industries are inpacted, especially for all
of you in Nevada, it can cause a pretty system c shock to the
system So you may very well see people using the plan |ess
in'21.

Conversely, as we tal ked about this norning,
there's the COVID unknown out there, so a delay in care which
as Board Menber Mtchell indicated, that could al so cause
peopl e to becone sicker as they have been del aying care for
the last three to six nonths and concerned about going into
doctor's office or, again, worrying about maybe their
paychecks or their spouse not comng in or currently being

laid of f or furloughed.
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So there could be a bunch of clains reduction
that you all see in plan year '21 that start to return in
ei ther January of next year or could roll into plan year '22,
but there's certainly a chance that either we're also able to
make sone cost saving neasures in ternms of not just design
changes but things |ike ESI had brought in the past that save
us on pharmacy and those other itens where Heal t hSCOPE
Benefits could also find a way to save the plan noney for
pl an year '22. So we did want to get a little bit nore
aggressive than we have in the past, and that's what you're
seeing here in this particular assunption where we're seeing
cost remains less for plan year '22 or '23.

And it's possible that you' re going to see sone
cl ai rs depression throughout plan year '21. So any kind of
trend you see over that, it's going to be incorporated to the
fact that 1'mgoing to set the plan year '22 rates at the
same level we cut '21. Perhaps '21 was set too high with
claims suppression comng in below that. So still giving you
maybe a decent footing to start plan year '22, but as we keep
alluding to, it's -- there's a lot of unknowns at this point
in tine.

The ot her assunption that's going in here is that
the State subsidy needs to be kept in total at $299, 000, 000

which is a five percent decrease fromplan year '21, and our
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current indication is that the anount remains constant for
everyone into plan year '23.

The difficulty there as that we all know nedica
costs continue to rise year over year. So if the state
anount i s banked for both plan year '22 and '23, any sort of
increase that's out there gets fully pushed onto your
enpl oyees but, again, that enployer dollar is staying static.

The ot her assunption |'ve used in these rate
builds that you'll notice fromthe plan year '23 colum is |
did nove it forward with a nodified trend rate of about five
percent. \Wen blended all of the three different products

conbi ned, the nedical, dental and pharmacy for five percent.

That's still a fairly aggressive nunber as well. It's
possible we'll start to see higher nunbers, but | really
wanted to be cognizant of the fact that you all just

generated excess reserves in the past. So we're getting a
l[ittle bit nmore rosy, if you wll, in terns of our prediction
tier for plan year '22 and '23.

Below in the chart, you nmay be used to seeing
this when we posted it, it shows the total and then the
enpl oyer and enpl oyee. For the ease of trying to do this on
t he conputer screen, I'minstead just showi ng the enpl oyee
for the cost.

So currently in plan year '21 enpl oyee only on
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the CDHP plan are paying about $44 today. Under the new plan
desi gn changes where we're shortening the HSA funding to $500
we're increasing the deductible and out - of - pocket maxi muns,
as well as applying a five percent reduction in what the
state is providing. That is just a little bit nore cost to

t he enpl oyees and the ever so slightly about 50 to 60 cents
for the singles. There's alittle bit nore. Seven doll ar
change for enpl oyee plus spouse.

And dependents are some of the other changes that
we're going to get into in Agenda Item Ten. |It's a reduction
on the famly side and a little bit nore of an increase on
t he enpl oyee plus child tier, and sonme of that is the result
of the tiering which we can get to |ater.

Then novi ng those nunbers forward to plan year
' 23 because, again, there's a trend happening and the
| everaging effects occur. The stated portions of those rates
stays the sanme. So the full five percent increase on total
nmedi cal clainms is now put on the enployee. So that causes a
fairly sizable increase of $30 al nost on the single coverage
for that CDHP plan up to about $70 on the enpl oyee plus
fam|ly.

Movi ng to the new co-pay plan, just so you can
see the relativities as to where this plan may land in

relation to the CDHP plan, it's going to be about a 61 dollar
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pl an al ong side of the $44.50 plan on the CDHP. So the
benefit here again, nenbers will be able to nove to a co-pay
structure. So if they have, |like nyself have kids on the
plan and they need to take theminto the doctor know ng that,
you know, stuff happens during cold and flu season, it's a 30
dol lar visit rather than to stay in that CDHP plan you could
be paying up to $150 for taking your kid to the doctor on a
non-wel I ness visit.

So we really have found with other states that
had really encouraged HSA's and HRA' s over the | ast decade,
they are starting to nove to a simlar design of this new
co-pay plan, trying to give enployees first dollar protection
t han they have today when they are on a high deductible plan.

As Ms. Rich alluded to, yes, the deductible is
out there but because you have co-pays for the npbst common
services, it really is inportant to enphasize that this is a
co-pay plan, and that's really going to provide also a
benefit when people are going to fill their prescriptions.
It's a co-pay. |It's a set anpbunt. They know what they can
expect to pay as they go to get those filled.

So goi ng back to the anmounts on the screen here,
so $61 for single. 267 for the enployee plus spouse, up to
about $315 for the enployee plus famly coverage. And if you

| ook at these anpbunts it's also inportant to | ook over what
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peopl e on the EPO and HMO are payi ng today. Because of the
way the plans have been underwitten and the filing that

we' ve kind of seen when we did the blending of the plans and
t he subsidies that have kind of gotten out of alignment over
t he past decade, people are paying quite a bit on the EPO and
HMO pl an.

So what they are trying to restructure and offer
t hree plan designs going forward with sonme decent separation
in terms of the actuarial value the plans are offering to
participants, we're also trying to make the shift, if you
will, and kind of get everything back to a nore actuari al
al i gnnent so that people are paying out of their pocket at
time of payroll deductions offsetting what they are saving
when they go to the doctor on average throughout the year.

So under this new scenario and with all of these
assunptions, the plan design '22 premumfor the EPQ HMO pl an
woul d be in savings of about $30 what those menbers are
paying today. It is still $80 nore than the co-pay plan
because you're certainly getting a richer than on the EPO and
the HMO, but you are still, you know, giving up sone
additional cost, but you're definitely seeing a savings from
what you're payi ng today.

Even nore so when you're covering a famly

menber, famly nmenbers, excuse ne, it's a 508 dollar estimate
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right now for the plan year '22 prem umversus the 690 that
they are paying. Today, of course, as we have that
| everagi ng that occurs in plan year '23 there's a nore
sizable shift but it's still below the current |levels on the
EPO and the HMO pl an

Some ot her exceptions that are inportant to note
is that | have not put any increase in admn fees. Certainly
those itens are out to bid. You nay be paying nore so figure
that admin systemin '22 and '23. Right now |'ve just kept
your adm n fees constant for plan year '21 as | nove into '22
and ' 23, another reason why these are certainly not going to
be the final anobunts that is what you would pay if you nove
to this structure but definitely directionally this is what
you coul d expect to see.

| think it's inportant to note, so if we are not
so lucky to keep trends flat in '22 over '21, here is what
that would look like if we did the five percent plan design
change. So you're seeing no |onger are you going to get the
CDHP for the sane price as you're getting it today. |It's
definitely putting upward pressure because the state subsidy
is decreased by five percent. 1It's leveraging that cost back
to the enpl oyee sooner than it was on the prior scenario
where that |everaging didn't occur until plan year '23.

So you're seeing a 60 dollar cost for a single on
CAPI TOL REPORTERS (775) 882-5322

77




© 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

the CDHP plan, a 78 dollar cost to get to the co-pay plan,
but you're still saving a little bit of noney today on the
EPO and HMO pl an, but you will pay nore than today when you
get to plan year '23 of the EPO and the HMO as trend
continues to rise, and the state is keeping their
contributions flat.

kay. Moving to the ten percent plan design
change, a ten percent plan design change definitely puts you
in a better position when it cones to plan year '23 cost
because it's accessing the ability to have nore of that state
subsidy. It's picking up a | arger percentage of the cost
because the cost had decreased overall by ten percent.

So today you're paying the $44 on CDHP. \Wen you
make plan design reductions it brings total cost down by ten
percent, but the state subsidy only goes down by five. Now
you're getting reverse |leveraging and a benefit to our
enpl oyees, a benefit to an enployee so now they nake it even
| ess because the State has picked up a | arger portion when
you drop the entire cost of the ten percent.

So here it goes down to $12 for the CDHP under
plan year '22. It would be $34 which is still bel ow what
t hey are paying today on the CDHP for the new co-pay plan and
it would be $120 on the EPO HMO. You still will get that

bounce back up in plan year '23 as trends nove things
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forward, but the state stays flat, but it is pretty darn
cl ose to what you're paying today on the CDHP pl an.

Once again, this is a rogue year scenario. W're
hopeful that trends remain flat for '22 over '21 but if they
did not and let's say we saw a little bit of a trend, and
currently I'"'mnodeling two and a half percent nedical, five
per cent pharmacy and one and a half on dental to get these
nunmbers, you certainly could see five percent. You could see
six percent. It could go higher than this. But, again,
didn't want to be overly the sky is falling, but |I'm]leaning
nore on the side of being a little rosy wth these nunbers.

So here is again a ten percent plan design change
but it's assuming a little bit of trend to happen for you all
with '22 over '21. Listed at $12 it's 28. It's still a
reduction fromtoday. But then conversely, when we push
trend forward one nore year, again, it gets |everage onto the
backs of the enpl oyees' share and it becones a 58 dollar rate
on the CDHP pl an.

Conversely for the co-pay it could be offered at
$50 so a slight increase fromtoday, and then it becones $82
and you nove that forward to plan year '23. And | know
that's a lot of nunbers so | will stop for any questions.

M5. RICH  Stephanie, this is Laura Rich for the

record.
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| just have a question. |s there any way that
the plan can | ook at sonehow -- | ook at somehow adjusting the
rate so that we can soften the blowin year two and there's
not a shock to the systen? 1Is there any way kind to even
themout the first and second year in the bienni umknow ng
that this is going to be, you know, an issue?

M5. MESSIER: Yes. For the record Stephanie
Messier with Aon. That's a great question.

| think historically that has not been PEBP s
path, but | don't think there's anything preventing you from
taking a new approach. So | definitely think you' ve seen the
i npact of your two-year budget cycle historically, right.

You have a good year in the first year

The second year is set alnost three years out in
terms of the state subsidy. And so if your plan has a high
clai mant cost year, if you're no longer able to find those
cost saving neasures with different products, if you wll,
that you put into place, you see a really |arge bounce up for
t hat second year.

So sonet hing you mght want to consider is
knowi ng that it's going to change by let's say the | everaging
because the state subsidy is staying constant, what you coul d
dois try to artificially and really just preenptively

increasing plan year '22 by let's say another ten percent on
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t he enpl oyee si de.

That neans you're going to probably generate a
little bit of extra cash at the end of plan year '22, but
knowi ng that you're going to put it only onto the enpl oyee
portion. So it's really reallocating the state's noney
knowing that it's going to stay flat for both years. It's
charging the enployees a little bit nore, but you're giving
it back to themthat second year so that they are not seeing
such a large slaying when it conmes to their payroll changes.

So for this exanple you could probably say, let's
say | want to hold rates at $40, so charging $12 too much in
the first plan year, it's not going to be the full 12 that
you'll save on the back end but it will be close. So this
maybe woul d come down to 48 from40, right. So then you're
only changing it by $8 rather than right nowit's potentially
going to be saying it's 12 which is basically al nost double
what they pay in plan year '22.

Does that answer your question?

M5. RICH  Yeah, it does. And for the record
this is Laura Rich

| just wanted to add to that. Consistency has
been sonething that the | egislature has been continuously
nonitoring, whether it's consistency on benefits, whether

it's consistency on premuns. You know, this is sonething
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that's inportant, and | feel that it is also inportant
because shocki ng enpl oyees in one way or another, you know,
fromyear to year is just, it's not fair. It doesn't make
sense, and it's something that we need to start |ooking at
t he program

M5. MESSIER Yes, and | absolutely agree. |
t hi nk especially because you have a biennial budget cycle,
it's really not ideal to have to be going back to fol ks

bef ore plan year '23 to say now we have to change your

deducti ble again. It also causes a | ot of unknown plan usage
when you have plan design changes md -- md budget cycle, if
you will, and it's definitely unique to the State of Nevada.

W have other sates that are doing it annually.

Soit's alittle bit easier to be able to get
that increased noney in the second plan year, but it doesn't
nmean that we can't enploy a new strategy going forward that
m ght help soften the blow and as you nmentioned create sone
nore stability in what the enployees are seeing from one year
to the next. At |east every two years if you can keep those
things constant | think there's definitely an added benefit
to doi ng so.

MEMBER URBAN. Marsha Urban for the record.

These rates show a nonthly of prem um but when

you're | ooking at the nodified CDHP you' re al so | ooking at a
CAPI TOL REPORTERS (775)882-5322

82




© 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

drop in the HSA. So in the current one it's $700. Five
percent you're down to $500, so that's a 200 dollar | oss.
And then in the ten percent there's no HSA

So even though it doesn't -- you know, |ike how
do we | ook at that that people are paying | ess but they are
|l osing this noney fromthe HSA, so how do we reflect that so
that they know when their rates are going up but their HSA
are going down? How do -- how do we show that and actually
| et them know that there's sone support there?

M5. MESSIER. This is Stephanie Messier.

I"mnot sure how | can speak to the conmunication
piece. | think probably Laura R ch can speak to that. But
in terms of the change in the HSA funding, part of that cones
about in terms of its reducing the plan's overall cost. So
it's hel ping themget to a | ower paycheck anmpbunt because it's
slow ng down the total cost of the plan and then, again,
applying what the state is going to provide. So that way it
saves.

If we would go back and put a higher funding in
there that will again just go straight to the enpl oyees. So
it's really the enpl oyees woul d be paying for any additiona
noney above the 500 to get say back to the 700. It gets put
all the way back to the paycheck. So it's alnost as if

you' re budgeting fromthat nunber for them
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M5. RICH This is Laura Rich for the record.

You are going to see if we introduce this as a
md | evel option, the co-pay option, you're going to see a
significant portion of those on the CDHP nove over to that
co-pay option because it works better for them That's going
to be sonething that, you know, they appreciate and want to
-- want to depend on the disability of, you know, the options
versus the CDHP and co-insurance and naybe the deducti bl e.

And, you know, the thing you' re going to have
t hose, the healthier population doesn't use their benefits
very often and they are going to -- you're going to say, you
know, this works. This works for ne. |It's a |ower prem um
| don't go to the doctor very often. | don't anticipate
going to the doctor. And this is -- I'"'mgoing to stick to
the CDHP. So this just introduces nore choice. That -- that
second plan, the new plan introduces nore choice for nenbers
toreally fit what options works for them best.

MEMBER URBAN:. Marsha Urban for the record.

If you |l ook at the $700 that they would not be

receiving of the HSA at a ten percent decrease then that

really translates to a little over $58 a month if you -- if
you use that as a nonthly thing, and it's just -- and then
the rates go up to al nost $58 -- alnost $58 as well. So |

just want to make that point.
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CHAl RWOVAN FREED:  This is Laura Freed for the
record. May | ask a question about actuarial value and plan
m gration?

Looki ng at the approximately five percent colum
on page four of the staff report, the nodified CDHP has an
actuarial value of 80.4 percent. The co-pay or the PPO has
an 83 percent value and EPQ HMO has 87.2 percent. These were
designed to discourage adverse sel ection, were they not?

M5. MESSIER This is Stephanie Messier for the
record.

So part of it is we're also trying to give people
nmeani ngf ul choi ce, not just, you know, throw ng plan designs
out there to -- to offer nore plans, right?

CHAl R\OVAN FREED: R ght.

M5. MESSIER. So we're trying to delineate your
current offerings, as well as secondarily, you know, help
of fset some of the savings five percent |ess.

The other thing that's a little nore conplicated
when you're | ooking at actuarial values is the one thing to
keep in mnd is the EPO HMO plan has a certain actuari al
val ue but al so has no out-of-network benefit.

So in terns of what the plan pays it doesn't pay
anyt hi ng when you go out-of-network. So we -- we're trying

to stratify back out your rate. W' re actually |ooking at
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what is the plan likely to pay based on the design and as
well as the mx fromin and out - of - net wor k.

CHAl RWOVAN FREED:  Okay. Laura Freed again for
t he record.

Ms. Rich nentioned that she expected a
signi ficant nunber of people to nove fromthe CDHP to the PPO
if it's introduced. How nuch -- what's the definition of
significant there?

M5. MESSIER. So for the nodeling that | did
here, and | don't knowif you -- are you able to see row 20
on screen? | know | have a |arger screen but | don't know.

CHAl R\OVAN FREED:  Yeah.

M5. MESSIER  So here we used it based on our Aon
architect nodel but, again, has world experience and data
behind it to kind of say what have people done in the past,
how are peopl e behavior, how are they liking to perceive
these different plans, and people are very focused on
co- pays. Co-pays nmake peopl e happier. Then they |ook at
deductibles. Then they tend to | ook at out-of - pocket
maxi muns and then co-insurance is kind of one of the |esser
things they ook at in terns of plan satisfaction.

So, and | actually just did this with one of ny
other larger state clients. They offered a co-pay plan for

slightly higher cost than their CDHP and they did see about
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50 percent novenent.

CHAI RVAN FREED: Ckay.

M5. MESSIER At open enrollnment in July of this
year.

CHAIl R\OVAN FREED:  Ckay.

M5. MESSIER So that's what | did on the HSA. |
do think the HRA folks are a little stickier because when you
| eave an HSA you still have that mi nd out there that you can
use. But if you would nove away fromthe HRA ny
understanding is they are not able to take those dollars with
them potentially. So they are nore likely to stay in the
HRA. So | only noved 25 percent of the HRA active into --

CHAI RVAN FREED: Ckay.

M5. MESSIER -- the pay plan and then 85 percent
of the HRA retirees | left alone.

CHAl RMOVAN FREED: Ckay. Got it. Laura Freed
agai n.

So you just nmentioned in sort of ranked order
peopl e, participants care about co-pays, nunber one.
Deducti bl es nunber two and co-insurance down the |list three
or four. GCkay. GCot it.

All right. So with that in mnd, on the five
percent columm and, you know, I'"Il just -- I'll stipulate

here. | nean, under -- under the current plan design PEBP
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can't make its $299, 000,000 for fiscal year of subsidies
[imtation cap that GFO has al ready placed on them So
that's why |I'mdiscussing the mninumcut we can get away
with in submtting an HP request budgeted in a nonth.

So, okay, going back to what | said. Co-pays,
| ' m conpari ng co-pays since that top npost purchase
specifically speaking, there's only about ten -- ten dollar,
20 dollar in sone cases, okay, except for outpatient surgery
di fferentiation between the PPO co-pays $3 versus 20 bucks
for a primary care, specialty, $50 versus $40 ER visits,
there's a differentiation of -- of inpatient. Hospital no
difference, alittle bit of out patient difference.

So | guess -- | guess ny question would be what
woul d be attractive about the EPO of when you have to pay
hi gher premuns for, you know, relatively the sane
deducti bles for the services people nost often access.

M5. MESSIER. So when -- sorry. Stephanie
Messier for the record.

So what you see there is the second el enent being
deducti ble. You do have people that are very sensitive to
it, whether they recognize the fact that they may not be
likely to hit the deductible. They are tied for that.

You al so have the group in the south with the HMO

that | believe would |ose their provider should they nove to
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the mddle plan --

CHAIl RWOVAN FREED: Cot it.

M5. MESSIER -- and | think that woul d be where
they are going to be very sticky.

CHAI RMOVAN FREED: Ckay. Got it. Thank you.

M5. MESSI ER. Uh- huh.

CHAl RWOVAN FREED:  Board nenbers, |'m not
hearing. Are we all stunned by the anmpbunt of information
bei ng presented today. |'mnot hearing a |ot.

MEMBER VERDUCCI: This is Tom Verducci for the
record.

You know, just a couple of thoughts here. | know
we're in the conceptual phase here, but it would really be
nice to see the colum in the mddle plan conplete so we can
use it as a gauge in the future in ternms of what the prem uns
woul d be today as opposed to the five and the ten percent.
think we heard that fromone of the advocacy groups earlier.

But also I did want to ask do these changes we're
|l ooking at in terms of the rates, do these incorporate the
recommended policy changes that we see in Item Ten or how
woul d that effect these rates?

M5. MESSIER This is Stephanie Messier for the
record.

So ny brain is best to remenber your |ast
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guestion and | may forget your first. So in terns of your

| ast question, yes, this does include all of these changes.

| will say that the majority of themare really housekeeping
and getting you to actuarial standards that are nore widely
adopted | would say. So when it cones to |like the admn fee
there's no dollar inpact to noving to the new recommended
net hod of PEPM versus the way it was being tiered out and
bei ng applied today.

There is a little bit of an inpact in terns of
this curing, not nuch of it, and a lot of it is just kind of
housekeeping cleanup itens | would say, the majority of itens
i n nunmber ten.

The other thing you're seeing in terns of a
benefit in Agenda Item Ten is the pooling of your experience
on the self-funded plan. That is why you're seeing a
reduction on the EPO and HMO plan. It's -- it's nodifying
everybody's claimexperience into one group simlarly to what
you do with actives and retirees today. So you have
everybody in the one group together. W all recognize that
folks as they get older tend to need nore services and
definitely utilize nore services, but you're underwiting
everyone in a pool together so that's really what is being
i ncl uded here.

In terms of a total net net inpact, it's really
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kind of shifting noney around in terns of the risk pool but
it's to the benefit of the EPO HMO kind of brining themin
l[ine. And then the Southern HMO is no | onger being so
heavily negatively inpacted by being blended with the EPO s
experience. So that's kind of a positive that you're getting
from Agenda |tem Ten.

And then your first question, oh, was show ng
that mddle colum. So for today's rate because you weren't
offering the co-pay plan today that's why that columm in the
previ ous spreadsheet was showing NA's. But if | go to, for
pl an year '22 rates and | take out the five percent plan
design savings and | put back the HSA contributions nore
closely to what they are today, as well as setting the state
subsidy back to not being a five percent decrease, this is
what those premuns would ook |ike if you | ook at the gray
colums. So it still would be going up if we did absolutely
not hi ng.

If you were able to still get five percent nore
in terms of the state subsidy anount tonmorrow that you're
getting today and you didn't make any plan desi gn changes and
there's no trend this is the rates that you woul d be seeing,
so $55. The co-pay plan would actually be cheaper because of
the high level of HSA funding, this plan would now becone a

richer plan than the co-pay PPO. So you would be able to
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of fer the co-pay PPO above a 36 dollar rate and then the EPO
pl an woul d be about $112.

If you actually saw a trend in plan year '22,
we'll change that real fast. You can see here how inpactfu
trend is when you keep the state dollar anmount the sanme, and
this is again assumng the state is not going to cut your
budget by five percent. The co-pay plan is $68 which is
still higher than the 40 sonme dollars that the CDHP hopes to
pay today but tonmorrow the CDHP fol ks woul d have to pay $85.
So if the PEBP Board did not want to nake a five percent plan
design cut and was still lucky enough to get five percent
nore fromthe state than is currently being conmuni cated, you
woul d still see an increase on the CDHP plan, pretty sizable.
That's nore than double than today's rate. So | guess it's a
little nore than doubl e.

MEMBER VERDUCCI: Just as a followup. During
the strategic planning session we initially had a deductible
or excuse nme, out-of-out pocket of the 10,000 that we
di scussed, what it would look Iike if we changed that to
9,000 and it did not seemlike it was a real huge inpact on
t hose nunbers. Wuld it be possible when these are presented
agai n perhaps to take a | ook at the out-of-pocket maxi num of
ten down to nine or could you bring it up here?

M5. MESSIER. | don't have the actual val ue nodel
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up. You're right. It is less because if you think about the
terms of the total percent of your population that hit their
out - of - pocket max, and I'mnot sure if Mary Catherine or
Laura can correct nme here, but | knowit's less than five
percent if I'mnot mstaken, and | think it's even | ess than
we're going to have.

So a very small| percentage of your popul ation
that hits that out-of-pocket maxi mumfrom one year to the
next, so one of the other things at the strategic pl anning
session that we tal ked about is we're trying to keep people's
total liability the sane regardl ess of which plan they pick,
trying to really help protect the nenbers. W don't want
themto inadvertently pick the cheapest plan but not realize
t hat should they have a catastrophic event, you know, that it
could be a 15,000 dollar, for exanple, out-of-pocket nmaxi mum
as seen on sonme other plans. So we're trying to be m ndful
of the fact that we have cuts to make and trying to be fair
and equi tabl e where we coul d.

MEMBER VERDUCCI: Ckay. The only reason |'m
pointing this out is we did hear public testinony from UNLV,
Dr. Dougl as Unger and, you know, it was a disturbing story of
sonebody sleeping in their car and the human aspects of
i ndi vidual s going from day-to-day expenses and dealing with

pay cuts and furloughs, and it seens to ne that there should
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be sone notivation for the individual that's not really using
their health insurance to save where they can in terns of
out - of - pocket maxi muns and deductibles if it's not a huge
i mpact of the program Just going forward I would like to
see sone choices as we get closer

M5. MESSIER: This is Stephanie Messier.

We certainly appreciate that, and we understand
t he human el ement behi nd these nunbers. But as you m ght
i mgi ne, the -- the biggest |evers PEBP has to pull when they
are looking for a five percent plan design change, the ones
that are nost inpactful really are your deductible, your
co-insurance and then your out-of-pocket maxi rum and that
was definitely one of the places | wanted to touch last with
t he out-of -pocket maximum But in order to get to the five
and to the ten those were nunbers that we definitely
unfortunately had to change but certainly options that we can
bri ng back and tender.

MEMBER VERDUCCI : Thank you.

CHAl RWOVAN FREED: Okay. This is a Laura Freed.

Board nmenbers, as | said, the budget is due in a
l[ittle bit over a nonth. And so obviously these are -- these
rates and share amounts are pretty rough and we don't know
how trend m ght effect them So | hope we don't hyper-focus

on that right now and we tal k fundanental |y about pl an
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desi gn.

So I"'mgoing to throw it out to the Board. Do
you want to instruct PEBP staff to submt an agency request
budget in a nonth that contains a PPO mddle tier option in
order to give participants nore plan choi ces?

MEMBER KRUPP: This is Jennifer Krupp. | just
wanted to ask one nore question.

CHAl RWOVAN FREED:  Sure.

MEMBER KRUPP: Looking at the mddle tier with
the new | ow deducti ble PPOw th co-pay, | just wanted to ask
you are the -- the co-pays for the clinic here and special,
are those expenses paid by nmenbers included in the deductible
or woul d those be separate?

M5. MESSIER  This is Stephanie Messier.

We currently have them going toward the
deducti bl e.

MEMBER KRUPP:  Thank you.

CHAl RWOVAN FREED:  This is Laura Freed again.

So | want to say that | appreciate very much the
strategi c planning session that we had earlier, and I
appreciate so nmuch the PEBP staff and Aon's work in
devel oping this scenario. | personally like the mddle
option of a PPO plan because those of us who are long tine

state enpl oyees, and | think there's a lot of us, a |lot of
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folks listening, renmenber that world before the CDHP was
i mpl emented in 2012, and it's a famliar world to
participants.

And we' ve been asked as a Board, while |I've been
on the Board and nunerous years previous, to provide nore
choice. So this provides nore choice, nmaintains the Southern
HMO, who I know are the Las Vegas enpl oyees and retirees |ike
HPN and al | ows those who aren't high consunmer medical cost to
pay | ow premiuns or |ow participant share, |ower and conti nue
to accrue tax-free funds in a health savings account if they
qualify for that.

So | support this and | would |ike to hear what
ot her Board menbers think.

MEMBER KRUPP: This is Jennifer Krupp.

| agree, Laura, that this is a good option, and |
do appreciate having additional options. |'mcurrently, just
for disclosure purposes, but | currently amon the CDHP
program but ny children actually are on nmy husband' s health
i nsurance because, you know, he has an HMO. It's easier when
you have to train better for costs and stuff |ike that.

So the option that we're offering seens mddl e
ground, potentially offering, some of these costs are a
little nore fixed, such as if your kid gets sick and you have

to take theminto the doctor, nowif it's a 30 dollar co-pay
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will be really really helpful to a |ot of our nenbers,
particularly on a |ot of our working nons who do have
famlies. So I'min support of this as well.

CHAl RWOVAN FREED:  Thank you.

Go ahead, M. Verducci.

MEMBER VERDUCCI :  Yeah, Tom Verducci for the

record.

| just want to provide sone input in terns of ny
t houghts here. | do think the mddle plan here is very good.
It's sonething that's been asked for. |'mvery pleased we're

| ooking into it. The dental buy up | ooks very interesting
think we need to continue to | ook at our financials. And as
this comes up in future meetings | would like to see sone
choices in terns of pricing that's affordable.

We have a | ot of unknown variables with COvVID
going on right now So far there hasn't been huge COVID
expenses. | think that, you know, going forward this is
sonething that | think would benefit the nmenbership, and I
think it's sonething that we should go forward with.

CHAl RWOVAN FREED: Gkay. All right. So | think
how | would like to structure this. Sorry. Laura Freed for
t he record.

I's an up, down kind of a vote on, include in the

budget, a budget that accounts for the PPO niddle option,
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that's nunber one. And nunber two, tal king about the five
and ten percent reduction. So |I'mnot hearing a | ot of Board
menber consternation about submtting a budget that includes
the PPO option. So |I would be happy to accept a notion to --
that instructs the PEBP staff to build such a budget.

VICE CHAIR FOX: Linda Fox for the record. |
woul d make that notion.

CHAl RWOVAN FREED:  Okay. Thank you.

Do | have a second?

MEMBER KRUPP: This is Jennifer Krupp. |'ll

second.

CHAl RAMOVAN FREED: Great. Thank you.

Menmbers, | think 1'Il do this one by voice vote
because | don't -- | don't know that | would need a role cal
on this one. So all in favor raise your hand or say aye.

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

CHAl RWOVMAN FREED:  Okay. Thank you. Any opposed
nay. Okay. Action passes unani nously.

kay. So we wll go to PEBP staff. Wth Aon's
assistance we'll build a budget for a subm ssion to the GFO
in August 31st that includes the accounts for a PPO m ddl e
tier option.

Now, noving to the five and ten percent, the
CAPI TOL REPORTERS (775) 882-5322

98




© 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

executive officer did a fine job explaining the concept of
budget caps which those of us in the agencies all -- all have
fromthe GFO. It was actually released March 19th, that al
agency nmeno. So that was everybody who was in the m ddle of
COVI D response at that point. So that agency neno really
slipped by a lot of us and we had to go back and | ook at it.
So the PEBP cap on the total anount of subsidies
for the conbined bi enniumof '22 and '23 is 598, 174, 098.
Gt herwi se known as about $299, 000, 000 i n subsidy dollars per
fiscal year. And | asked PEBP staff, and | want to note, by
the way, that does not include casel oad adjustnments. So if
there were increases associated wth enroll nment growth that
woul d be excluded fromthat cap and trend woul d be excl uded
fromthat cap
However, having said that, | discussed wth PEBP
staff could we get there? Could we submt a request tier
budget under the current scenario and get under that
299, 000, 000 in subsidies per year, and the answer is no.
It's a resounding no. And you can see that if you go back to
the current year expenditures in the financial officer's
report. So | kind of thought I knew the answer, but |
t hought | would have to ask it because | knew the Board woul d
be interested in that.

So all -- I'"'msorry. Laura Rich has sonething to
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say.

M5. RICH Can | just interrupt you on that?

CHAI RAOVAN FREED:  You nmy.

M5. RICH And given the current benefit
structure, now we could if we adjust the benefits but that
woul d be a nuch different conversation, right. So we would
have to adjust the, you know, the deductibles and the co-pays
and the -- so it -- we could do it just with additional
reductions to benefit |evels.

CHAI RAMOVAN FREED: Ckay. Thank you. Laura Freed
again. GCkay. Thank you for the clarification.

But that -- that itself represents a plan design
change nmuch |ike what we are tal king about here. You know --
you know, to M. Verducci's conment about deductibles and
out - of - pocket max, could we -- could we submt sonething
wi t hout changi ng any of that? No, okay.

So know ng that, nenbers, | want to suggest that
we get away with submitting the smallest cut we can get away
with to get under the mandated cap, and I think | heard
Ms. Rich say that this approximtely five percent columm gets
us under that cap; is that correct?

M5. RICH For the record Laura R ch.

| believe it's correct but I would --

CHAl RA\OVAN FREED:  Ckay.
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M5. RICH -- want Stephanie fromAon to confirm

CHAIl R\MOVAN FREED:  Ckay.

M5. MESSIER It was taking me to get off.

Sorry. Stephani e Messier.

So, yes, it's just as a matter of how much then
to | everage to enpl oyees.

CHAl RWOVAN FREED: Ckay. All right. So since
t he Board nakes policy decisions we need to -- the way | see
the policy choice is in order not to get, you know, not
for -- for the PEBP staff to get punished by the Governor's
Finance O fice for bailing out on their cap, we need to
submt an HC request budget predicated on that five percent
col um.

However, we all know, | think Ms. Rich has
indicated that the GFOw Il evaluate the economc forum The
econom ¢ forum happens in Decenber, as you all know. They
will be | ooking at revenue projections all through the fall
So they may decide to say, PEBP, you need to consult your
subsi di es nore.

So do we as a Board want to have that ten percent
in our back pocket to give to GFO or not knowi ng that the
risk we run is that the GFO may decide to make cuts
t henmsel ves sone time in the late fall, and the Board and PEBP

staff mght not like that. So I'mgoing to throw that policy
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guestion out to the Board.

MEMBER URBAN:. Marsha Urban for the record.

Thi ngs have been noving so qui ckly and so nany
tinmes there's no real specific comment on it. So it's a done
deal that they're going to -- that the State in the "22 is
going to be | ooking for cuts fromPEBP. | just want to
verify that, right.

CHAl RWOVMAN FREED:  This is Laura Freed.

Laura Rich, do you want to field that?

M5. RICH Sure. This is Laura R ch.

As far as we know that is -- that is the only
direction that we have been given to this point and so, you
know, given the caveat that, you know, there's been a | ot
t hat has been going on between the tine that the direction
was given to the tinme, to today and the pandem c and all of
the fiscal situations that have occurred after the fact, we
have not received any other indication or any other direction
but that is -- that is the only thing we have to work with at
this tinme.

CHAl RWOVMAN FREED:  This is Laura Freed.

To that | woul d add, you know, for my perspective
as a departnent head nyself coping with nmy own cap and ny own
possibility of additional cuts, to answer Menber Ervin's

qguestion the best way | know how, the cap is a done deal.
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Addi tional cuts beyond that are not necessarily a done deal.
However, the -- in nmy experience the GFO nakes these ki nds of
calls fairly last mnute. So that |leads to ny question to
t he Board, do we want to have additional reductions in our
back pocket that we're satisfied with or do we want to say
no, we aren't going to do that and risk that they are going
to go, you know, that's enough. W' ve taken enough out of
PEBP.

MEMBER VERDUCCI : Tom Verducci for the record.

So | think the big question here is howit's
going to inpact the premuns and the cost for enployees, and
| always feel it's my responsibility that especially, you
know, we're going through a pandemic to try to submt the
request that's going to have the | east financial inpact on
t he enpl oyee that's within, you know, budgetary constraints,
and | don't think we should be asking for bigger cuts that
m ght not be on the horizon.

CHAl R\MOVAN FREED:  Ckay.

MEMBER M TCHELL: Jet Mtchell for the record.

| have consternation about five percent and three
percent because | amvery aware and hear the advocates and
the constituents discuss their personal stories and those
reign very true and very saddened and burdened by those

stories and overlaying the fact that we're in a current
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pandeni c.

Having said that, | think it does nake sense
fiscally to submit the five percent and have that align with
the additional ten percent information not to say that we're
expecting that as of -- as an alternative proposal in the
cuts or changes on PEBP's terns, not on other terns. But |
do have consternation about five percent. | do have
consternation with ten percent.

But | think with the current climate | believe at
| east five percent seens like it will happen. | hope I'm
wong. | hope ten percent doesn't but in the free fall state
that the state is in now ten percent is not realistic or
nore, and | woul d hate not present sonething that has already
been articul ated or false that out that's on PEBP's terns as
on other terns.

So | do have high, high levels of heartburn and
consternation and don't want a five percent order drastically
ten percent, but |I'malso aware of Stephanie's coments that
constituents are very concerned with co-paynent,
out - of - pocket maxi muns, deductibles. Those things are
incredi bly near and dear to so many that | think making that
smoot hing effort, | think that that makes sense to nake it as
smoot h as possible that although we're all in pain to keep

the pain as consistent as possible.
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So | like the idea of the mddle, of the mddle
option premium as discussed, and | like the idea of
presenting five percent. | agree with Tom Verducci that we
don't want to tell anyone that we want the ten percent, but |
al so think not having that information nmay nmake it appear
that it wasn't thought through. So it's the way to
communi cate it was al ready thought through and articul ated |
t hi nk that may hel p.

CHAl RWOVMAN FREED:  This is Laura Freed.

| could not agree nore with those comments, but |
will say that GFOis watching this nmeeting. The cat's out of
t he bag al ready.

MEMBER VERDUCCI : Tom Verducci for the record.

You know, sonetinmes you give people the choice.
You throw out five percent, ten percent, and they | ook at the
ten percent and they say that works better in our budget. |
like the idea of just submtting it at five percent, and if
the financial condition in front of us gets worse then ten
percent coul d be | ooked at |ater.

CHAI RAMOVAN FREED: Ckay. This is Laura Freed.
Thank you.

| think I'mhearing a consensus for -- for
direction to PEBP staff that the Board seens to want to go

ahead and, yep, submit with the five percent based on --
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roughly based on this kind of plan design, know ng that trend
is up in the air, you know. And then, you know, if GFO comnes
back to Laura Rich and Cari Eaton and says, no, we need nore,
they will kind of know what to do with that rather than
leaving it to folks who mght be less famliar with the
contours of the plan.

MEMBER M TCHELL: Jet Mtchell for the record.

| don't know if there's a way that Laura -- Laura
Rich and/or others at PEBP could include verbiage or Cari
Eaton or as appropriate that says that five percent,
ten percent is not what we want. It's not what we want to
do. | prefer to put a footnote like you're killing us, sone
drastic, very strong |anguage that | know our advocates are
al so being very vocal and that's appreciated to say this
definitely has inpact. These decisions are not being nmade in
a vacuum and these weigh heavily on all of us.

So | don't knowif there's a way to put in the
asterisk that says you're killing us and to -- to somehow
articulate the level of pain and the |evel of consternation
that it may be causing across the board.

M5. RICH And this is Laura Rich for the record.

Jet, | fully plan on having discussions with the
Governor's Office, wth the Governor's Finance Ofice and

ensuring that everyone understands the effects of, you know,
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t hese decisions that we're maki ng and where the programis
goi ng and what nenber -- how nenbers will be effected in the
upcom ng bi enni um based on this budget.

CHAl RWOMAN FREED:  This is Laura Freed.

kay. So | think I would accept a notion based
on the consensus |'mhearing nmerge fromthe Board to submt
an agency request budget, that PEBP submt an agency request
budget that conports to the approximate five percent
reduction reflected in Agenda Item N ne.

VICE CHAIR FOX: Linda Fox for the record. |I'l
make that notion.

CHAl RMOVAN FREED: Ckay. Do | hear a second?

MEMBER VERDUCCI : Tom Verducci for the record.
|'d go ahead and second that notion.

CHAI RWOVAN FREED:  Thank you, M. Verducci.

Al'l in favor signify by saying aye or waving on
your video screen.

MEMBER KRUPP: Jennifer Krupp, aye.

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

CHAI RWOVAN FREED:  Jennifer, thank you so nuch.
You're coming in late when | try to talk over you. Sorry
about that.

Any opposed nay. Ckay. Mbdtion carries.
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And with that, you know, | feel sure that the
PEBP staff will bring back at the Septenber Board neeting
both the subm ssion for AC request, as well what that | ooks
like in plan design terms. So | -- you know, the nmenbers
will not be kept in the dark about what that neans both in
budgetary terns and what it neans in plan design and
hypot hetical rate terns, so.

Wth that we're going to nove on to Agenda Item
Ten, discussion of possible actions of policy changes for
pl an year 2022. And | just want to note for Board nmenbers
who have been easily at hand I woul d suggest pulling out your
duties, policies and procedures docunent because this -- this
staff report pertains to a nunber of the things that are
articulated in policies and procedures that would change. So
wth that I'lIl turn it over to PEBP staff.

M5. RICH For the record Laura R ch.

And just to add on what Chair Freed said,
di scussion with her, | don't think it was clear. Typically
what we do with these policy decisions is the Board nakes --
the decisions are presented. The Board nakes the decisions
and then PEBP staff cones back at a future neeting with the
red line version of -- of the new policies and procedures and
t he Board approves that as well. So that's typically the

process in that in what we will do in noving forward as well
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So this really piggybacks on, again, the, out of
the May strategic planning nmeeting that we had regarding, you
know, where the programis at and what kind of policy changes
can we make or should the program make to, you know, to
i nprove the program

And what it really boiled down to is that
historically PEBP has used a | ot of cal culati ons and
processes that are outside of the normof those -- of normal
actuarial standards. And so what we've done is, you know,
little by little we kind of baby step away by using, we
enpl oy an actuary to do the actuarial analysis of our
program Yet little by little we kind of baby stepped away
fromusing those actuarial standards and doi ng our own
cal cul ati ons.

And the -- the analogy | used for this was, it's
kind of |ike asking your CPA to do your taxes for you but
then telling themto ignore certain tax |laws or to change the
tax laws so it works for you and submt your taxes based on
that, right.

So it's kind of |ike the sanme thing we're doing
wi thin our programwhere we're asking actuaries to do their
job, yet little by little change what they do. So it's no
| onger an actuarial sound decision, and | think sonme of these

deci sions that we're presenting today will inprove the
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program |It's going to make -- it's going to clean up the
projections and things like that, and it's going to just nake
t he program nmake better and sound decisions than what we're
doing and there's going to be nore consistency and -- and
just overall better projections for the program

So I"'mgoing to go over sone of these. | have
Stephanie from Aon al so here to go into nore detail on sone
of these -- sone of these policies that we're presenting
because | know sonme of it is -- they are pretty conplex. |
t hi nk when you get down to it it's not as conplicated as it
sounds, but she will go through and maybe, you know, give the
-- give the details that a non-actuary |ike ne can give.

So the first one is underwiting the self-funded
plan is one report. The idea here is that the PEBP plan, the
sel f-funded PEBP plan, so in this situation it would be the
EPO, the CDC and that new plan, the new mddle | evel co-pay
plan to, they are -- basically a PEBP nenber is a PEBP nenber
and a PEBP claimis a PEBP claim It doesn't matter to us as
t he program what -- what plan they are in or it shouldn't
matter what plan they are in.

And so today the way that we currently do it is
we | ook at each of those plans separately and and they are
| ooked at -- they are -- they are | ooked at as separate risk

pool. And this policy is basically saying, you know, naybe
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we should | ook at underwiting all three of themtogether and
let me explain -- let me give an exanple as to why that
benefits the program

So let's say you have a nenber, a high cost
menber who's -- you know, let's say they have cost the
program they are on the CDHP and they have incurred
$7,000, 000 worth of claim That's a very significant cost to
Board nenber. And so that nenber is on a CDHP and we ask Aon
to go through and they price the plan out every year, right.
We get the rates and they price that plan, that experience,
that $7,000,000 in experience is -- it's going to be taken
into account when they price that CDHP

However, that nenber at open enroll ment decides
to change and goes to the EPO, and so we've got the -- we've
got the CDHP priced according to that nmenber's experience so
t hat nmenber goes to another claim

And so the next year what happens is we raise
t hose rates accordingly for the EPO and then the CDHP rates
go down. They are reduced because those high cost clainms are
no |longer in that bucket. And so you're -- right now we have
this inconsistency between plans because we're rating them
separately.

The reality is a PEBP nenber is a PEBP nmenber is

a PEBP nmenber. W are responsible for paying that claim
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regardl ess so we shouldn't care where these nenbers go. In
order to better stabilize the rates and better stabilize, you
know, they get that consistency within all of the plans, we
neutralize that novenent in the mgration and their high cost
clainms by |ooking at themall as one single risk pool but
they are separate.

So I"'mgoing to stop. |I'mgoing to do these one
by one because | think it's easier just to discuss all of
them you know, separately, but I'mgoing to give Stephanie
t he opportunity to kind of go in and naybe add to -- add to
what | just said.

M5. MESSI ER:. Thanks. This is Stephanie Mssier
of Aon. And Laura Rich did a good job of explaining this
concept .

The other thing | think I alluded to a little bit
when we were on Agenda Item N ne is this is very simlar to
t he net hodol ogy you' re enploying today when it cones to
rating your actives versus your retirees. The insurance, you
are pulling these risks together. You do not want to
adversely price for the retiree, even though we all know they
nost |ikely are costing the plan nore.

We are consciously pulling those groups of folks
t ogether today, and this is just a continuation on that

policy. |t becomes even nore inportant when you nove to
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three different plans. The mgration, again, at that one
hi gh cost menber going fromthe co-pay plan to the EPO to the
CDHP, now they have three different plans to choose from and
go back and forth between. But, again, if they're a

sel f-insured nenber they are PEBP' s responsibility. So it
shouldn't really matter to PEBP which plan that they are in.
And so it really does, as Ms. R ch alluded to, increase the
stability in your underwiting if you're underwiting all of
your sel f-funded participants together, noving themforward
with trend and then parsing those rates back out based on an
aver age expectation of what the plan pays based on the plan
design for those three different plans. That way it no

| onger matters which plan that menber selects at open
enrol | ment.

W priced appropriately for your total clains and
aggregate and we parsed back out the cost of the plan in
terms of rates based upon the average design with which each
of those different plans are representing.

MEMBER M TCHELL: Jet Mtchell for the record.

Question for Stephanie. Is it fair to-- is it a
fair assessnment to say that a self-funded plan being
underwitten as one risk pool, is that, is considered best
practice for -- froman actuarial standpoint and doing it,

and the other way is not best practice in allocating many
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di fferent buckets of tools is not actuarial best practice.
Wuld that be a fair assessnent?

MS. MESSI ER  Stephanie Messier for the record.

That's fair. As you know, the l|layer of |arge
nunber is definitely in play here. So the nore you have a
| arge group together the nore stability that provides to your
rates. So that's why it's considered the preferred approach
because you' re enhancing your credibility of that plan by
| eaving all of those fol ks conbined. The nore you separate
it out and when you nove to three different designs, it
decreases which nmeans the volatility increases.

So as actuaries we're -- you know, we're | ooking
for ways to mnimze that. So the nore typical approach is
to do one pool of underwiting, considering it of all of your
risks and then separate out the plans by, again, their
designs in terns of what the people are expected to use based
on co-pays and deducti bles and those sorts of things.

M5. RICH: Any other questions on this?

Ckay. So nmoving on to the second policy which is
the contribution strategy. So back in the day when the CDHP
was originally introduced the intent was to price the HVO and
the CDHP plan so that the total out-of-pocket expenses so
that the co-pays, they were equivalent. Over the past decade

this has not been nuaintained. W've, again, baby stepped our
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way into really preferring one plan over the other. And
today those HMO rates are -- are quite higher than they
really shoul d be.

The HMO participants are receiving a nmuch less --
much |l ess of the contribution than CDHP. So we're
essentially preferring one plan over the other when the
reality should be that we should be -- we should be agnostic
to the plan choices. Al of our plans, all of our
sel f-funded plans are responsibility at PEBP and so it
doesn't -- it shouldn't matter what a nmenber chooses.

The way that we apply the contribution is really
by a series of percentages and we can nmess with the
per cent ages up and down, reduce them increase them and
really, you know, we worked ourselves to that situation where
now we are preferring one plan over the other in pricing
things out. So that one plan is richer than the other, and
really you' re taking out the whol e actuarial val ue of what
Aon is doing when they devel op those pl ans.

And so this contribution strategy is basically
recommendi ng that we apply a flat dollar anmount that is
consistent across all plans. So for exanple, you know, if a
plan is -- let's say a plan is 900 -- one plan is $900 and
the other plan is $1,000 and the state is contributing 700,

the enployee is paying that differential. W're giving $700
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regardl ess of what plan they are choosing. They are paying
the difference of those plans because they are getting richer
benefits. |If they pay that extra, you know, $300 versus the
$200 they are getting a richer benefit.

And so under the strategy PEBP budget projections
j ust becone nore stable, and it's no | onger dependent on
trying to guess where the nenbers are going to land. [|f they
are going to be in one plan or the other, and so it
elimnates that variable when we're trying to project, you
know, for our budgets and -- and just, you know, everything,
whether it's enrollnment, whether it's, you know, enroll nent
in each plan or, you know, the budget, any kind of
projections that we're making.

So, Stephanie, | don't know if you want to add
onto this. | know there are sonme questions regarding tiers
and how all of that would be applied. So maybe you can go
into alittle bit nore detail on -- on the tiers.

M5. MESSIER. Sure. So once again Stephanie
Messier for the record.

So Ms. Rich has done a great job of explaining
this concept as well. The other thing that this one kind of
dovetails on the prior one is that it really has created a
duck pile with today's practices in that EPO and HMO pl an.

And perhaps at the time when both of themwere fully insured,
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you're really making it a non-viable option for the long term
where as we all know the south does a good job of managi ng
your cost.

So it's been an unfortunate side effect of what
has happened with the plan rates over tinme. So today for
exanpl e, PEBP | believe saves $100 every tine sonebody noves
out of the HMO or EPO plan just because of the way the
contributions are priced today.

So, again, as Ms. Rich alluded to going forward,
there's a lot nore stability in budget setting when PEBP is
giving $100 if you're in the HMO, if you're in the co-pay, if
you're in the CDHP, you know, that for any single that they
are covering it's $700.

Now, there is still sonme volatility in ternms of
the tiers, but what we are proposing is when we nove to just
tiering one different place, we're applying the sane tier
rati o when we do the subsidies strategy.

So in Ms. Rich's exanple, so we know under the
299, 000, 000 dollar cap, let me switch over to ny spreadsheet
real quick. The state is essentially paying an aggregate of
about $735 per person but that is a mx of the different
tiers. So within that tier we can set PEBP' s contribution
strategy to apply the exact sane tiers that we're using to

set the rates, but today they give a little bit less to
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dependents. W can still do that going forward, but it's the
sane adjustnent on each of the different tiers.

So, again, that way | think we all sawit with I
believe it was an April Board neeting when we were then
trying to reallocate the noney in terns of the increase folks
are seeing anong the different plans and that's one of the
i nstances in which we've gotten really sort of topsy-turvy in
terms of actuarial practice and what it neans to the nenbers
at the end of the day. This supplies a lot nore stability on
a go forward basis. And if it would help, | could bring up
this spreadsheet. You could visually see the contri butions
fromthe state at the different levels. | think Chair Freed
i s nodding her head so I'mgoing to go ahead and do that for
you al .

Any questions as | bring it up? Can everyone see
my screen? Ckay. So | realize there's a |ot of nunbers
here, but | want to draw your attention to these boxes
starting in row 14 and in colum C. So here we have the
different rates for three different plans in colum C, G and
K and those are differentiated by the value that the people
are getting in ternms of the richness of the plan design.

Here you' |l see the state subsidy amount being
applied, and you'll notice it's the exact sane dollar to the

penny for a single person. So, again, here's what we were
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tal king about. The state no longer will pay a different

amount based on which plan you pick. It's going to give you
$587. It doesn't matter which plan you're on. |If you're
covering a spouse it's giving you $1,000. |If you're covering

achildit's giving you 733. If you're giving a famly
menber it's about $1, 200.

In order to try to equalize the percentages by
t he dependent subsidy amount to be simlar to what we had
today so we're not making too many changes and really getting
illogical results, |I'mapplying about 85 percent adjustnent
onto the tier ratio, but I don't want to get too technica
here because | know there are sone folks in ternms of creating
a state subsidy.

But the inportant point to note here is the
subsidy is the sane, again, across whichever plan you're
picking. You will note today when we set rates we do spouse
are two tines what an enployee is, and you have the X plus Y
for child. So for childrenit's a .4 factor. They're
40 percent of the cost of an adult. Famly is 2.4, but when
you all apply subsidies, you get a little bit |ess because,
again, PEBP is focusing on giving noney to the enpl oyees,
ri ght, because they are the ones being enpl oyed by PEBP

You're getting a little bit different then those

tiers when it conmes to a subsidy anmount. Although, here it's
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not quite two tines the state subsidy of a single, but it's
still a very good subsidy anount, simlar to what you offer
today but, again, it's still applying consistency. There is
transparency on how these rates are being set, and there's no
| onger this exercise of we need to apply different tiers,
subsi dy percentages in order to try to get a nore equitable,
if you wll, false equitable changes in terns of a renewal
fromone year to the next. |It's cleaner. There's better
accountability, better transparency in this process noving
f orward.

CHAIl R\MOVAN FREED: This is Laura Freed.

Just to solidify this in ny brain. It is a --

you' re suggesting here a flat contribution by plan but not by

tier --

M5. MESSIER  Correct.

CHAl RAMOVAN FREED: -- in other words. GCkay. So
and we woul d get -- and so would we al so then change the

dependent subsidy forrmula that's been produced and approved
by the Board or is that not -- or is that okay actuarially?
M5. MESSI ER:  Good question. Stephanie Messier
for the record.
It's okay because when we get to the subsidy part
there really is no actuarial practice. It's very nuch

specific client by client. Sone clients actually want people
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to go into a certain plan. So they give nore noney to the

pl an. However giving your public entity and the other issues
of budgeting and all of those things, it's certainly nore
advant ageous and nore conmon to see a flat anount regardl ess
of what plan they pick, and it's very typical to have

di fferent amounts based on which tier you're in.

If you inmagine the state only getting $735, this
pl an has been three. This planis three. Basically, you
then have three for single but if you' re a single parent on
the plan, you' re now payi ng, you know, mnuch nore going
forward than you would be or if you have a spouse who is
unable to work. CQut-of-pocket you woul d be paying over $700
a nonth, and as you might inmagine the enpl oyees and the
har dshi ps that would cause it's not ideal. So we don't
typically see a flat anount by tier. It is usually tier to
have increasing subsidies as you get higher in coverage.

CHAI RMOVAN FREED: Ckay. Flat anmpbunt by plan but
subsidies. So it gets away fromthe subsidy percentage

di scussions froma participant only standpoint but not from

the other coverage tier standpoint. I|'mnostly saying this
to -- again, saying it out loud so | get it cenented in ny
head.

M5. MESSI ER  Yes.

CHAl RMOVAN FREED: Ckay. Ckay.
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MEMBER URBAN:. Marsha Urban for the record.

|"'mtrying to get this in ny head as well. So
this is what we do with the noney after we get it fromthe
state; is that correct?

M5. MESSIER. Yes. This is Stephanie Messier.

You are correct. So you'll notice here this
nunber. This nunber is what you're getting fromthe state,
the 736 figure. Wen you roll that all up and apply it by
the enroll ment you get to $299, 000,000 we' ve been di scussi ng
earlier today. So it's really a matter of how you're
all ocating that across the tiers. So for exanple if you
wanted to only give 50 percent of the anmount to dependents it
woul d change the anmount that gets supplied across these
different anounts, and so it's giving | ess noney to these
ot her tiers.

MEMBER URBAN. Marsha Urban for the record. GCkay
Marsha Urban for the record.

Does that mean we get X anount of dollars from
the state. This is howwe're going to lay it out and what
the proposal is and make it an even rather than changing it
per cent age by percentage for each group.

M5. MESSIER  That is correct.

MEMBER URBAN. Ckay. |'mjust trying to nmake it

straight in nmy head.
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M5. MESSIER: And so today what you would see in
t hese col ums would be a 550 figure here. And then on the
HVO it's getting $650. So then you might inmagine if you have
20 percent swing in enrollnment at open enrollnent you're
going to have a hard tine hitting the state budget because
now you are giving $100 nore for those folks enrolled in the
HMO and vice-versa, and so that is where | think you' ve al so
seen a lot of volatility in ternms of your excess cash over
the years is because of that novement and because the state
currently, the way the rates are set, it's giving very
significantly different amounts fromone plan to the next.

MEMBER VERDUCCI : Tom Verducci for the record.

| just want to point out that I'mvery supportive
of this. | think that wherever we can even out what's being
pai d, applied to the nenbers' account is going to be -- it's
going to get rid of discrimnation between plans, and | do
think the concept of it is -- it's a very good concept and
|''mvery supportive of it.

M5. RICH  Anynore questions?

MEMBER URBAN:. Marsha Urban for the record.

Yes. | think giving people the same anount,
enpl oyees the sanme anount is nuch better than playing around
with different percentages. | have just seen so many nunbers

today I'mlike -- I'"'mready for a nap.
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CHAl RWOMAN FREED:  This is Laura Freed.

This is actually a good -- Menber Urban raises a
good point. W've been at this for over three hours. Does
the Board want to take a brief break?

MEMBER BAI LEY: No.

CHAIl R\MOVAN FREED:  Oh, okay.

MEMBER BAI LEY: No.

CHAIl R\MOVAN FREED:  Ckay.

MEMBER BAI LEY: Let's get it done.

CHAIl RWOVAN FREED: Al ri ght.

MEMBER BAILEY: Let's get it done.

CHAI RAMOVAN FREED: Ckay. Let's power through.

MEMBER URBAN: | agree.

M5. RICH Chair Freed, | actually had one Board
menber text ne and ask, | didn't see the text in tine, but it
sounded |i ke there was a request for a break.

MEMBER KRUPP: Ch, | just snuck away for a few
second so we're fine.

CHAIl R\MOVAN FREED:  Ckay.

MEMBER KRUPP: Jennifer Krupp for the record.

CHAl RMOVAN FREED: |'msorry. You guys, the
Board, nenbers or PEBP staff, if you need to take a break
pl ease just, you know, throw sonething at nme, text wise or in

chat or what ever.
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M5. RICH Ckay. So noving on to the next one,
it is the HSA and HRA fundi ng by dependent count. You know,
first of all, | want to say that we nmay not actually be in a
fortunate enough position to even consider HSA and HRA
funding this year. There's no promses on that, but at the
same time it's still something that we need to | ook at as a,
kind of a house cleaning or housekeeping, cleaning up effort
in terms of projections and kind of nmaking everything nore
accessible for the program

And so in this one what we are proposing here is
that right now we fund -- we fund the HSA and HRA
contributions based on dependents. And so we do one funding
for an enpl oyee and then dependi ng on how nmany dependents
they have we will add -- we will contribute additiona
fundi ng per dependent. This creates somewhat of a conplexity
and a projection nightmare because we have to -- froma PEBP
per spective you have to basically guess how many dependents
are going to be -- are going to be up for HRA funding this
year.

And so | think the strategy here is just to nake
it nore sinple and have | ess of a guessing gane and factor
out that dependent nunmber and | ook at maybe funding it in a
much nore sinple way, and so there's three ideas here that

have been put on the table as far as different funding
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strategies.

The first one is just a small change from what we
do today and that's really just funding it by tier. Are you
on -- are you an enployee only. Are you on the enployee plus
spouse. Are you on the enployee plus children or enpl oyee
plus famly. And rather than doing it by dependent we're
doing it by just the tier. So that's option nunber one.

Option nunber two is a single anount for enployee
only coverage, and then another anpbunt for a dependent
coverage tier. So enployee gets X and enpl oyees and anyt hi ng
el se get Y so that's nunber two.

Nunber three is just a single amobunt. Let's just
make it as sinple as possible. You are an enployee. This is
what you get regardless of if you have dependents, if you
don't have dependents, you are an enployee of the State of
Nevada, you are a nenber of a PEBP program and this is what
we are going to provide to you as a nenber regardl ess of
dependent s.

And | think option nunber three is obviously the
nost sinple option, the one that allows PEBP to nake nost
accurate predictions and projections and probably with the
nost sinple version overall. Al |I'msaying that, you know,
there's -- that's -- there's definitely sone politics behind

all of these deci sions.
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This is -- there was no recommendati on because

don't think there's a right or wong in this -- in this
recommrendation. | think any of these will be an inprovenent
to what we have today. | think that option nunber one is

probably the, it's a baby step in the right direction but a
very small one.

And then option three would be the nost sinple
way to fund the HSA and HRA contri butions and nake those
proj ections that rmuch nore sound.

Sol will stop there and see if there's any
guesti ons.

MEMBER VERDUCCI : Laura, Tom Verducci for the
record.

Can you rem nd nme which one of these three
options are we using today? That option one where it
i ncl udes the spouse, children and fam|ly?

M5. RICH For the record Laura R ch.

W are not using any of the options. So the
options on the table to consider today, the option or that
what we're doing today is closest to option one. Basically,
the way we fund HSA and HRA contri butions today is an
enpl oyee gets a set anmount and the dependents get a set
amount, and so it just depends on how nany dependents you

have up to -- up to three dependents on the plan. So it
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really just depends on how nmany dependents they have today.

Does t hat make sense?

MEMBER VERDUCCI: Yes, it does. |I'mtrying to
determ ne the difference between one and two. It seens |ike
the single -- nunmber two, the single enployee only coverage,

you know, it also would include anot her dependent. So, you
know, could you nmaybe just speak to that, the difference of
one and two.

M5. RICH So the difference for one and two --
for the record Laura Rich.

So the first one is by tier, right. So this is
by you get a certain anmount for an enpl oyee only. You get a
certain amount for an enpl oyee plus spouse. You get a
di fferent anount for an enpl oyee plus children regardl ess of
how many children, and you get a different anount enpl oyee
plus fam |y regardl ess of how nmany dependents you have on
that -- on your plan

MEMBER VERDUCCI: So would there -- would there
be a maximumlimt under two, a maxi num-- a maxi mum nunber
of dependents?

M5. RICH That's nunber one. So on nunber two
that -- the proposal here is a single ambunt for an enpl oyee
and a different anount for an enpl oyee and anyone el se that

t hey have on their plan regardless of what tier. So if they
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have any dependents then it would be for an enpl oyee Y for an
enpl oyee plus anybody el se they have on there.

MEMBER VERDUCCI : And would two include a maxi num
nunmber of dependents?

M5. RICH It would be -- for the record Laura
Ri ch.

It would be regardl ess of dependents because it
woul dn't matter. It would be an enpl oyee by thensel ves and
an enpl oyee with dependents regardl ess of dependents because
you're not funding it per dependents. You are contributing
that HSA funding by the tier.

MEMBER VERDUCCI: Ckay. GCkay. And thank you
That's very hel pful in understanding this. It seens to ne
that it would be best if we always had children and famly,
you know, that they would -- they should, you know, indeed be
receiving additional HSA/HRA funding. So that's just ny
t hought s.

CHAl RWOVMAN FREED:  This is Laura Freed.

| -- 1 have to say | |ike nunber two, the reason
being it certainly instills nore budget stability and
accountability. | think the inportant thing to renenber is
the Board just voted to submt an agency request budget with
the PPO mddle tier, and I would suspect that a |lot of the

peopl e who are in the CDHP now who get both enpl oyee and
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dependent HSA contributions fromthe state woul d nove over to
t he PPO

And | think, I mean, you know, certainly
St ephani e, and can you -- can correct ne with her actuaria
expertise but, you know, | think we would see a | ot of
enpl oyee only fol ks who are not great consuners at nedica
care and dental care stay on the CDHP and those with
dependents who can now count on co-pay stability thereby
easing their own individual budgeting m ght |eave anyway, and
this m ght becone nore of a, if we, again, have the noney to
provi de HSA and HRA contributions, this would be becone nore
of a thing for enployee only, and as we all know enpl oyee
tier is nost of what the active group, active participant is.

Sol -- 1 kind of like -- | mean, | agree with
M. Verducci that we shoul d probably provide HSA/ HRA
contributions for dependents but to provide budget,
dependability of budget projections while still maintaining a
contribution for dependents. That's why | |ike nunber two.
Those are ny thoughts.

M5. MESSIER. And this is Stephanie Messier for
the record. |[If | could just interject also.

It's inmportant to keep in mnd the plan design
going forward as well. So if you're a spouse or if you're in

the famly tier you're still hitting the same deductible
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anount in aggregate and the sane out-of - pocket maxi numin
aggregates. So in ternms of giving people nore HSA in funding
if they're covering nore folks, they still have the sane
deductible targets and the sanme famly targets regardl ess of
how many dependents they are covering. So that's why we see
a |l ot of people just give a set anmount regardl ess of which
dependents you're covering because the plan design is the
sane. It's just how many nore people in your unit are
collectively trying to reach deducti bl es and out - of - pocket
maxi nuns.

But in ternms of the group's out-of-pocket spend,
right, it's still going to cap at the five and cap at the ten
regardl ess of whether you're covering eight kids or you're
covering one.

MEMBER KRUPP: This is Jennifer Krupp.

| have a really quick question too. So is the --
t hese contributions would only apply to the CDHP pl an,
correct? They wouldn't -- if sonebody signed up for the new
md tier plan that we just approved to request they wouldn't
be eligible for this?

M5. RICH For the record Laura R ch.

You are correct. This is only for the high
deducti bl e pl an.

MEMBER KRUPP: Thank you.
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MEMBER M TCHELL: Jet Mtchell for record.

| actually favor three because the mpjority of
PEBP participants are individual enployee. | conpletely
understand the coments made by Tom Verducci and Chair Freed
regardi ng others covered, but since the majority of plan
partici pants would fall under nunber three | think it would
nmake sense to do a single anmobunt for enployee.

The ot her benefit that | think that havi ng nunber
three option would be if PEBP is in a position where there's
[imted has contribution, it nmakes it mathematically easier
to also divide that per enployee regardless of tier if we're
in that situation for that plan year '22

MEMBER VERDUCCI : Yes, Tom Verducci once again
for the record.

You know, the reason | kind of favor one or two
is, you know, we are a famly centric program and | do think
that if enpl oyees have additional children their costs go up
and this would provide themsone relief. You know, just ny

t houghts as opposed to focusing on the group of people that

are single.

CHAl RWOVMAN FREED:  This is Laura Freed.

Shoul d we nove on to streamining tier factors or
woul d you like to stop and choose one of these options? [|'m

throwing it out to PEBP staff or the Board, whoever.
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M5. RICH For the record Laura R ch.

| -- 1 guess ny original intent was to go through
all of these and then naybe one by one make notions and vote
on each one of them separately after they were all discussed,
if that works for the Chair and the Board.

Yeah, okay. Al right. So the next one is
streamining the tier factors. This is, again, one of those
housekeepi ng type efforts to really inprove, you know, the
program and its projections and its budgets and aligning
ourselves with the actuarial practices or actuarial standard
practices that is recommended by Aon.

So the changes here, | know that the exanple or
the explanation is a little conplicated, but really the
change is mnimal. The way that we have been doing this is,
internally at PEBP is we have what Aon provides to us as the
base rate, right. They give us -- they price the plans every
year and say this is what it's going to cost your plan. This
is what -- how you need to price your plan.

And t hen PEBP goes through and what we do is we
add an adm nistrative |load onto it, and that adm nistrative
load is full of just the costs to PEBP, right. So we have
PMPM fees for all kinds contracts and prograns and things
i ke that and just the cost of doing business. And so what

PEBP does is we take that lunp sumand we just kind of add it
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onto each one of the plans based on where that adm nistrative
fee | ands.

And so what we are adjusting here is really
streamining. Instead of this [unp sumthat we're just
addi ng on and PEBP just tacks onto each plan is really we're
going to line itemthemout, and we're going to follow a nore
traditional actuarial underwiting by using the per
participant, per nmonth factor for clainms, also for the
adm ni strative fees and one year for or one tier for al
pl ans and state and non-state and we're going to keep this
factor, try to keep this factor static for at least a
t wo- year budget cycle.

So I"'mgoing to stop there and 1'mgoing to |et
St ephanie add to this as well since this is, again, it's
probably nore conplicated we're making it sound and naybe she
m ght -- she mght be able to explain it in a different way
that may make sense to others versus what | just said.

St ephani e, why don't you take it away.

M5. MESSIER Ckay. |[|'Il do nmy best. This is
St ephani e Messier for the record.

So, again, as Laura alluded to previously, we
woul d provide PEBP with what we call the base rate part. And
what we were doing there was we were taking your clains

experience, making plan design change, if you had any that
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year, and then trending it forward to the plan year we were
interested in rate setting.

And then we would take a | ook to see how nuch did
your spouses cost you, how nuch did your children cost you
and then do a tier off those rates based on your claim
experience for both the state and then separately for the
non-state, and then we would take a | ook at your dent al
clainms and we go through the sanme practi ce.

And as you m ght imagi ne, kids use dental
differently than they use nedical. Kids are actually nuch
nor e expensive when it cones to covering kids on the dental
plan than it is covering kids on the nedical plan. So we
woul d have a separate set of tier factors when we gave you
the dental rate.

So in the base card we have now tiered your
state, nedical and pharmacy rates at one set of factors.

We' ve given you dental that's applied to both state and
non-state by another set of tier factors, and then you have

t he non-state nedical and pharmacy with another state of tier
factors.

Then you have HPN, who's giving you a whole
not her hi gher set of rates using what they prefer to be their
tier factors and you nush it into making a sausage basically

and their PEBP rate sheet. And then you have another set of
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factors that Ms. Rich went through in terns of the adm n fee.
So at the end of day you're ending up with rates tiered at
not hi ng that you can easily point back to you and say this is
our tier factors. [It's now becone a congl onerate, al nost
five or six different entry points of different tiers to
create a final result.

So, again, in the effort of transparency, getting
t hi ngs much nore clean and then for PEBP to be able to | ook
back and say where did our excess cash cone from there's
just a lot of value in getting you on a nore standard,
unr eady approach which is let's nove everything on a per
enpl oyee basis. Let's take your clains and nove it forward,
project it, medical clainms on a per enployee basis.

How nmuch are we going to spend on pharmacy on a
per enpl oyee basis? How nuch do we spend on dental on a per
enpl oyee basis? How nuch do our admin cost on a per enployee
basis? Comng up with a total rate that's on a per enpl oyee
basis and then applying the tier factor then and then you're
done. It's a beautiful thing when you go to the end just one
tinme.

Questions? | know it's conplicated.

CHAl RWOMAN FREED:  This is Laura Freed.

Yeah, this is tough for ne. And, | nean, |

haven't personally worked that rates workbook. GCkay. So one
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guestion. |If you're converting all of your various admn
contract cost to a per participant per nonth basis in order
to add themonto the base rates are we still having, as we
have previously, various participant groups only paying for
the adm n cost that pertain to that coverage group or is
everybody paying for a share of the total adm n | oad for PEBP
irrespective of their purchase of group or coverage tier?

MS. MESSI ER  Stephanie Messier for the record.

So you have things in your adm n today that are
very specific to what plan they are in. Perfect exanple is
the HSA admn fee. It is not fair for an HMO participant to
pay for an adm nistration of an HSA plan that they are not
participating in.

So going forward we are going to apply a
di fferent PEPM by plan only because in that instance that
you're only going to be charged $2.50 let's say per person
for each person in that plan. So in the buildup of the
rates, we're taking that into account, and we're saying we
know if you're in a co-pay you're not going to cost us $2.50.

CHAIl R\OVAN FREED: R ght.

M5. MESSI ER. Because you're not in an HSA pl an.
You have it in a couple of other different areas but overal
there's those general PEBP just cost of operating PEBP to

have the PEBP staff.
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CHAIl RMOVAN FREED:  Sure.

M5. MESSI ER: To have its own line, that is
goi ng to be appli ed.

CHAl RWOVAN FREED:  Sur e.

M5. MESSIER. It doesn't matter what plan you're
in. Everybody is sharing that, but you're right. A couple
of different things that are very very specific to a certain
structure are getting applied to that structure only.

CHAl RWOVAN FREED:  Okay. So it sounds like a --
okay. So we're mmintaining the same policy decision about
whi ch group pays for what because you're right. Most of the
partici pants pay for nost of the contracts, as well as the
staff overhead, staff and other overhead cost. So, okay, got
it.

We're just converting the various units of
measure for lack of a better termto a PEPM

M5. MESSIER  Correct.

CHAl R\MOVAN FREED:  Ckay.

M5. MESSIER  Yeah. And | know you're famli ar
with the PEBP sheet and probably all of the other Board
menbers are not, but there's definitely so many pl aces where
you had to look to try to track things back. W're trying to
sinplify that part of the process but not overly changing the

spend or anything like that. 1It's just keeping things clean.
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MEMBER URBAN:. Marsha Urban for the record.

So just to clarify in my mnd. Wat you' re doing
is you're taking all of these adm nistrative, how much it
costs to run the thing and you're splitting it up evenly, and
if there's something that's only pertains to one tier, one,
don't know if you want to call it tier, a group of things and
that charge will be split between them

MS. MESSI ER  Stephanie Messier for the record.

So, yeah, it's very nuch plan specific as you
nmenti oned. For exanple you have case nmanagenment on your
sel f-insured plan but you don't have it on the HMO. So we're
not going to charge the HMO people for care managenent that
they can't access. W're only going to charge it on the two
plans that it would apply to, which is the co-pay plan and
t he CDHP pl an

And then by tier it gets tiered after that. So
as you mght imagine, if you have a spouse on the plan, you
m ght be utilizing it at twice the anount of soneone el se who
doesn't have two people needing utilization nanagenent or
case nmanagenent. So it gets tiered after that step. Rather
than before it was getting tiered at nultiple places so there
was, again, nultiple different areas where the tiers were
bei ng applied, and we're just trying to streanline it before

then. Differentiate it by plan if it needs to be because,
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again, certain things are not getting utilized by certain
folks and then it's applying a tier after that just one tine
rather than five different places.

MEMBER URBAN. Ckay. Marsha WUrban for the
record. Thank you for the clarification.

M5. MESSIER: Great question.

M5. RICH Ckay. Anything else on that one?

Ckay. So I'Il nove on to the next one, excess
reserves. This is one | wish we could skip. So excess
reserves, this has been -- this has been sonething that |
think the Board really really needs to, you know, develop a
policy onit. It's my opinion that the Board shoul d devel op
a policy on it because of the |ongstanding issues and
argunents we've had regardi ng that such reserves.

In the past it's, you know, how -- how -- what
defines what is an excess reserve and how do we use the
excess reserves. And so | think since there have been
nothing in policy regarding any of this, it's probably tine
that the Board takes up this topic and at |east have sone
addi tional discussion, if not some final policies that --
that, you know, we come out with

So one of the things that we've discussed is
defining what is an excess reserve. And during strategic

pl anning we did talk about this topic
75)

t quite a bit at |ength,
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and | think that the -- calling it a reserve is probably not
the right term nology because it really isn't a reserve.
What it is is it's excess cash. Utimately it is your
revenue mnus your expenditures equals what is excess.
That's either excess cash or a deficit, right. You' re going
to end up with one or the other.

And so | think calling it excess cash changes the
-- the language and the term nology and really identifies it
as what it is. So the first reconmendation here is let's
refer toit as to what it is. |It's excess cash.

The second thing that we want to tal k about is
when are we going to identify what excess cash is. Those of
you who have been on the Board for a while and definitely a
| ot of the advocates who cone up for public comment, they
have seen the budget reports.

W have seen that throughout, you know, at |east
the | ast several years, | nean, since |'ve been at PEBP
projections for the excess reserves, they were up one nonth,
down another nonth. You'll go from you know, 20,000,000 to
one billion, back to 50,000,000 and they are just kind of up,
down, up, down, up, down, and we want to identify a point in
time where we think this is the nost found when it is no
| onger because it's always a projection. So when is it not

really a projection? Wien is the best tine to identify a
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point intime to identify when these are -- this is actually
excess cash to the program

And so what we are reconmendi ng here is that PEBP
reports excess cash in Septenber. That is a point in tine
where we feel that, you know, it's the end of the fiscal year
that has -- the end of the fiscal year has passed and cl osed,
and it's the tinme when the nost sound and consistent figures
can be recorded, and it's nore on an actual basis versus a
proj ecti on because the rest of the year we're really working
on projections and not to say that in Septenber it's not a
proj ection because there is a -- a conponent to that, but
it's the best tine to say this is what we think is the --
that the programhas in excess cash and so that's the first
part of it.

The second part of it is what do we use this for?
What is appropriate for the programto use this excess cash
for. This is something that | think the Board shoul d di scuss
and develop a policy on how should the programuse this
excess cash. In ny opinion | think it is probably a
better -- it's a better decision to tal k about what we don't
think it is suitable to use for.

So for exanpl e ongoing cost to the programrather
t han pi geon holing the program and saying this is the only

thing we can use it for. | think we need to start the
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di scussions of what is -- what is definitely inappropriate to
use the excess cash once a year that is reported, what is it
i nappropriate to use it for and nmaybe what is it appropriate
to be used for.

This one, the recomrendation was fairly broad
because | think it really necessitates a conversation and
di scussion by the Board and nmaybe just a deeper dive into it.
So there was no real specific recommendation by PEBP. So
"Il stop right there.

MEMBER M TCHELL: Jet Mtchell for the record.

| think the verbiage may matter on how we | abe
this line item and maybe instead of calling it something
t hat has the word excess maybe just calling it differential
amounts because if the differential anmount is positive that
by definition neans it's nore. And excess, it's a
differential anpbunt is a negative anount, it's a negative
differential.

So | know we're not doing any deliberation, but
nmy comment is it may nmake it nore -- add nore col or around
what is happening with that anount to call it cash
differential or differential amount so that it isn't
automatically |l abeled as in excess and it's not automatically
| abel ed as a deficit. It's differential. Wat is different

because that al so enconpasses the definition you just gave.
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What is the difference, and then that's identified in that
line item

And | know that's over oversinplifying as far as
when and where and what, which is as far as verbiage to start
wth, | think we should call it differential anpbunt because
it doesn't denote a positive anount of negative. It's a
neutral | anguage.

MEMBER VERDUCCI :  Yeah, Tom Verducci for the
record.

| think part of the problens we've been running
into for the last several years that |'ve been involved with
the Board is that Jet was saying the word excess seens |ike
it's extra. And | think if you can get rid of the word
excess and sonething nore aligned with what Jet was pointing
out the differential account or positive or negative cash
flow, positive or negative cash on hand and we can even cone
up with an acronym and say positive or negative cash on hand
could be Pto P and CH account.

But | am | eaning towards what Jet had brought up
there towards differential account, the word excess we're
going to be approached fromindividuals that are going to say
that's extra and you should spend it, and we're going to get
our hand sl apped again in the future. Perhaps dependi ng on

ongoi ng expenditures in the program
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MEMBER BAI LEY: And, Madam Chair? Madam Chair?
CHAl RWOVAN FREED:  Yes.

MEMBER BAI LEY: Madam Chair --

CHAl RWOVAN FREED:  Yes.

MEMBER BAI LEY: For the record Don Bail ey.
CHAl RWOVAN FREED: Go ahead. Go ahead.
MEMBER BAILEY: Am | on?

CHAl RWOVAN FREED:  Yes.

MEMBER BAI LEY: Madam Chair?

CHAIl RMOVAN FREED:  Yes.

MEMBER BAI LEY: For the record Don Bail ey.

Hel | o.

CHAIl RWOVAN FREED: Go ahead.

MEMBER BAI LEY: | agree with Tom The wording
has to be -- | think we have to take a | ook at the word on
excess on cash. In the past nunmerous tinmes we' ve been raked

over the coal for the way the Board's usage, the way we got
it and our fell ow nenbers even question excess revenues SO
and how we used it.

So the legislature | think in the | ast one before
this one made sonme changes that we have to follow now Is
that correct? W can ask Laura on that one. | think we have
to go to the advisory board now and we have to go back to the

| egi sl ature on using -- using the excess funds.
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So, Laura, maybe you can bring us up to speed on
t hat .

M5. RICH Laura Rich for the record. Yes,
you're correct on that, Don.

So between sessions, if there are any nmmjor
benefit design decisions by the Board they nust be brought to
the interimfinance conmttee and -- and PEBP has been doi ng
that. We've been presenting at I FC just so that they are
aware. Sonetines it's informational itens. Sonetines it is
itens that will require their input but, yes, you are
correct.

MEMBER BAILEY: So | guess | caution the Board on
taking a real hard | ook at this and what wordi ng we use,
agreeing with Tom and the Chair. Wat kind of wording we
use, | think it needs a little nore scrutiny on that
particul ar item

CHAI RAMOVAN FREED: This is Laura Freed. Ckay.
Thank you.

| agree that use of the term excess reserves is
probably not the best idea. Yeah, personally |I'm agnostic as
to whether we call it differential amount or we call it year
endi ng cash on hand or sonething else a little bit nore
anodyne. My question centers around as when we record it as

opposed to when we mght use it or not use it.
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| think it's certainly fair for PEBP staff to say
we'll record differential cash remaining froma fiscal year
just ended at the Septenber neeting because the fiscal year
will have closed, and that's pretty coincident with to
M. Bailey's point of the new changes to the |aw that they
made, the legislature made in 2019, that basically say if
you're going to use any of that cash and change plan design
have your | FC and when you adj ust your reserves you nust do a
wor k program for that.

Because PEBP got di nged because any actuari al
adjustnents to I BNR or catastrophic or any necessary
reserves, any necessary changes in the HRA reserve, they were
carried by the financial officer, you know, on the books, if
you will, but they were not reflected in the accounting
system so the | egislature changed that.

So | think it's a good idea to report your cash
remai ni ng when you're doing that work program as necessary,
but the question is the Board generally make plan design
decisions in March at every rate setting neeting.

So is PEBP staff suggesting that we kind of sit
on that cash until the next rate setting neeting and then
determ ne what, if anything, to do with it or what?

M5. RICH For the record Laura R ch.

So thisis -- this is part of option two, the
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second part of that decision, right. So how do we use it?
W are identifying it in Septenber, and generally in Novenber
is when we sit down to tal k about plan design decisions,
right.

So this is where the Board shoul d take a stance
on is there anything that should be off the table. Wat is
not appropriate? So for exanple, let's say that we have
5,000,000 in, we're calling it differential now So let's
say we have 5,000,000 in excess differential and so is it
appropriate to take that 5,000,000 and decide that for two
years we're going to fund a benefit that is going to cost the
pl an $5, 000, 000. W know that we can't continue that benefit
or there's no -- there's -- there's nothing to say that that
benefit will continue beyond those two years.

So is that appropriate? |Is that sonething that
the Board would think it's appropriate to use excess
differentials for or is it maybe sonething that is not
appropriate? So there's decisions |like that that need to be
considered and that need to really be discussed because in
the past this has been a really hot topic and sonething that
not just the Board but the advocates and nenbers, you know,
there's a lot of different opinions on this, and | think that
this is sonething that, you know, the |egislature has taken

up and --
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CHAl RWOVAN FREED:  Uh- huh.

M5. RICH -- the Governor's Finance Ofice. |
think all of the stakehol ders have really been a part of --
of these discussions and decisions and everyone sits on a
different -- they have a different opinion. So | think this
is sonething that the Board needs to really take up and --
and identify as to where -- where should the program if
there are -- if there's sone extra noney |laying around at the
end of the year what should it be used for? Wat is the
appropriate use for this? And there's sonme ideas on the
table we can tal k about.

You know, | just used one exanple of using it for
a short-term benefit. Then there's another exanple of maybe
arate, a premiumholiday for nenbers. That's how we can
gi ve back the noney.

CHAl RWOVAN FREED:  Uh- huh.

M5. RICH | don't knowif it's the right nove to
pi geon hol e ourselves into what do we use the noney for? |
think it's a better decision to really talk about what is not
appropriate and what should we not even consider and a
decision that the Board is not going to bring to the table
because they will negatively effect the program effect
menbers or maybe just not something that the |egislature has

an appetite for. So | think that's kind of the direction
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we're trying to head.

MEMBER VERDUCCI : So, Laura, Tom Verducci for the
record.

| like the idea of Septenber being the date that
we | ook at the balance there. And, you know, if you | ook at
the history on the excess reserves it used to be areally big
nunber, and we really did not have any sort of guidance, and
| think that we've gone towards the direction of -- of
recomrendi ng those funds be used for one tinme expenditures
and not the ongoi ng expenditures.

But | do have a question. |If we nmake a
recommendation to use those funds do they have to go before
the FC and the Governor's Finance Ofice; is that correct?
| believe that the answer we woul d nake a suggestion or
recommendation but the ultinmate decision on that does |lie on
| FC and GFO

M5. RICH For the record Laura R ch.

Tom you hit on two things actually. So the
answer to your question is if we are between legislative
sessions then, yes, if it's a benefit. If it -- if the noney
is being used for benefits then yes. That requires a -- that
requires an approval by the interimfinance commtt ee.

The other thing that you touched on was in the

past this was a big bucket. There was -- you know, we're
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tal king, you know, a hundred mllion dollars. W don't
anticipate and especially after naking a | ot of these --

t hese policy changes that are being reconmended today, we're
hopi ng that that nunmber is no |onger, you know, a hundred
mllion dollars. W're hoping that the discussion is closer
toafewmllion in one way or the other, right. Hopefully a
fewmllion in excess versus a deficit.

But the goal -- the goal of today and changi ng
these policies is to better get us to a place where we can
make better projections and budget nore effectively.

So in the future we're not expecting this to be a
hundred mllion dollar question. It's going to be a nuch
much smal l er nunber. So we're not -- we're not talking about
t he big nunbers we were in the past.

MEMBER VERDUCCI: Yes. And, you know, in the
past, | nmean, this would even show up in |ocal newspapers and
there was a | ot of pressure given, you know, put on the
executive director of PEBP at the time that | read about and
it seens like that if we have a reasonable flow on this
account and it's not always building up it shouldn't be an
issue in the future.

But if it does have additional expenses --
reserves comng in and rightfully so. W should put

recomrendati on into the government of GFOQ, |IFC, and our rules
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are one-tine expenditures as opposed to ongoi ng where we're
going to show artificial premuns, so be it. It could even
be a rebate and prem uns, holiday.

CHAl R\MOVAN FREED:  Yeah.

MEMBER VERDUCCI: |'mon board with everything
you' ve said there.

CHAl RWOVMAN FREED:  This is Laura Freed.

| feel like, you know, | agree with Tom s
comrents. The Board has gotten eaten up by the public, the
participants, certainly the |egislature and the budget and
fiscal staff, and, you know, I"'mguilty of it nyself. |
mean, I'mnme. So I'll own it.

| could not agree nore that we shoul d probably
put into nore policies that if we have excess cash or not
calling it excess cash, whatever you guys decide to call it,
when it's officially reported that we should specify that it
shoul d be used for one tinme expenditures, not things that are
ongoi ng costs of the plan because, you know, the danger there
is we could enrich the plan design a little bit, and then the
peopl e who use that and enjoy it lose it in the next biennium
or the next fiscal year even if we have a bad clains year,
and then, you know, we're back in trouble with, you know,
sone subset of the participant, and I don't want to be there.

And so | think, you know, we get into -- you
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know, if we just have a fewmllion dollars in differentia
cash at the close of a fiscal year, that's not going to buy
you nmuch in ternms of enriching a plan design anyway. So if
we get to where we need to be and in a 500, 000, 000 dol | ar
budget a couple of mllion dollars is just not that nuch. So
that's -- that's within the real mof reasonable for cash left
over.

You know, it would serve the Board and PEBP st aff
to find kind of small, small dollar, relatively speaking, one
time benefits that can be provided, and I'mnot in tune
enough with plan design cost to know what those m ght be but
that's nmy suggestion. Because a plan, like a true rate
hol i day where the subsidy is not paid and the enpl oyee
premumis not paid and the Board or the existing cash in the
pl an absorbs one nonth of costs, that's a pretty expensive
concept but it's -- | nean, it's a great way to |iquidate
cash that's not needed, so as an exanpl e.

So that's why | suggest, if we're getting better
in our projections, we have just a fewmllion dollars to
use, what can we do with a fewmllion dollars is sonething
we need to think about. But, again, | amtotally on board
with policy that says we don't use differential cash for
ongoi ng costs of the plan.

MEMBER BAI LEY: Madam Chair, for the record Don
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Bai | ey.

CHAl RWOVAN FREED: Go ahead, M. Bailey.

MEMBER BAILEY: | totally agree with what you're
saying. | only raised a red flag just to be a little
cauti ous because a nunber of people, sone of the people on
t he Board have been through this before nunerous tines and
really the executive director usually took sone pretty heavy
flack over to LCB, and | would not like to see that happen,
and | don't like -- | would like not the Board to be
responsi bl e.

| think the best what their policy change is, and
I"mall for this policy change. | always have been on that
cash thing. But to lay it out in black and white, maybe even
put an amount on it that could be carried forward, certainly
not $80, 000, 000 or $70, 000,000. W have reached them high
nunbers, and at that tine the Board deci ded we've actually
made sone dental changes. W nade all kinds of things which
probably is not really a sound way to go.

So | think what Laura wants us to do is probably
hel p them put together what could we do and what we shoul d
not do. So I'mall for the policy change. Thank you.

CHAl RWOVMAN FREED:  Thank you.

MEMBER M TCHELL: Jet Mtchell for the record.

| agree with the comments that have been made and
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for the reasons that they have been made. | would al so add
if the differential is a positive anmount | would overlay the
environment we're currently in and maybe have sone verbi age
t hat says forwardi ng enmergency situations, this is the plan
or forwarding X factors. Because the situation we're in now
is the differential may be a negative differential or the
differential may be positive but with the view of a clains
fromfornmer clainms suppression so the funds woul dn't be used
because of that emergency situation.

So that's the only thing with that is sone
ver bi age that would say these are sone guidelines. W know
we won't use it for ongoing cost. W knowwe wll use it for
this, this or this benefit, barring the enmergency situation
because this now if there is a differential, but if there is
a differential but we're seeing a freight train in the
horizon that's leading us to the --

CHAl RAMOVAN FREED: Right. This is Laura Freed.
You're actually right. W're sitting on a fewmllion nore
think to close out FY20 because of clai msuppression. And
so, you know, Stephanie could add nore color to how nuch that
cl ai m suppression is going to last through FY21 and how - -
and to what extent that boomerangs back on us in future claim
cost .

And so is it wise to use the differential cash
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because we may have a whol e bunch of pent up demand for
procedures that people just haven't had done this plan year
or last plan year, and so we m ght need that noney later. So
it's -- | agree that there's -- you know, there's got to be
sonme provisions for fiscal energency of sone kind, anyway.

CHAI RAMOVAN FREED: Again, this is Laura Freed.

Board nmenbers, anybody that hasn't spoken up have
sone significant feelings to share about the idea of what we
call excess cash, and what we do or do not do with it as a
matter of Board policy.

MEMBER VERDUCCI :  Madam Chair, Tom Verducci

CHAl RWOVAN FREED:  Uh- huh.

MEMBER VERDUCCI: | really like the nane
differential cash. | think we need to get rid of that word
excess. |It's going to be out there to the public and we're
going to get continual requests to spend that down. | think

it's at a reasonable |evel where it's not a highly contested
-- contested issue as it was two years ago.

It should be a reasonabl e bal ance in that account
and | think we see it growwing. W do need to find a way of
having it disbursed properly, not going into ongoing
expenses.

CHAl R\MOVAN FREED:  Ckay.

MEMBER VERDUCCI: So | would like to see the term
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change to a differential account or differential cash.

CHAl RWOVMAN FREED:  Okay. Thank you.

Ms. Rich, did you want to end it there? D d you
want to go into RX rebates?

M5. RICH Let's wap it up. | wll -- for the
record Laura Rich.

Il will wap it up with prescription pharnacy
rebates. So this isn't necessarily a Board decision. It is
sonething, it's a significant change though. | wanted to
bring it out there and nake sure that it is public.

In the past what we have done and you've heard
advocates tal k about this. You have heard staff also talk
about it. The pharmacy rebates have -- they are significant.
Ri ght now we're | ooki ng at approxi mately $13, 000,000 in
rebates to the program And so when they cone in we actually
have them today offsetting admnistrative -- admnistrative
accounts, right, those fees.

The reality is they should offset clains and so
the -- we're making that change and noving forward in this
new budget or we're recomendi ng that change and novi ng
forward in this new budget to really just change the
categories and offset -- have pharmacy rebates offset clains
versus admn fees as really they should and it nakes | ogica

sense to do. So they really just provide sone nbre accurate
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reflection of the underlying and clains calculations as well.

Any questions?

MEMBER BAI LEY: Madam Chair, for the record Don
Bai | ey.

On the rebates | would continue getting PEBP
the -- PEBP the go ahead on that, and | |ike the part where
we're going to be -- you're going to be working with the
Governor's Finance Ofice. | think that's a very good nove
and they will know what is going on with the rebates.

CHAl RWOVAN FREED: Ckay. Thank you. This is
Laura Freed agai n.

Okay. Now that staff has gone through all of the
topics that they want to cover in Agenda ItemTen |I -- did
you want to take these one at a time? | nean, this is an
action item So I assune here that we would need to nove to
approve the suggestions, not necessarily because they're --
l"msorry. | take that back. There are reconmendati ons one,
two, three, four and five but within that there are a bit --
there are some specifics because on HSA/ HRA fundi ng
recommendati on nunber three there's no specific
recommendati on for the dependents.

And on nunber five, excess reserves, | think we
need to -- it's not PEBP staff recomendati on because we have

sone thoughts about calling it differential funding, and we
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have sone policy direction to give to the staff. So let ne
start then I guess -- | guess | just talked nyself into it
t aki ng t hese one by one.

So on underwiting all self-funded plans into one
ri sk pool but keeping the State and non-state risk pools
separate in conformance with statute, do | have a notion to
accept staff's reconmmendati on?

VICE CHAIR FOX: Linda Fox for the record. 1"l
make that notion.

CHAIl RWOVAN FREED:  Thank you.

Do I have a second?

MEMBER SM TH: David Smth for the record.

MEMBER BAI LEY: Madam Chair. Go ahead.

CHAl RWOVMAN FREED: | heard M. Smith speak first
so I'll accept M. Smth's second.

MEMBER BAI LEY: Ch, okay.

CHAl RMOVAN FREED: 'l let you have a crack at
it ina mnute, M. Bailey.

Al'l those in favor of on nunber one pl ease
signify by saying aye or raising your hand on your video
screen.

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

CHAl RV\OVAN FREED:  Any opposed say nay.
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Nunber two, apply a single contribution strategy
across all plans. So you all saw Stephanie's spreadsheet
with illustration of what it would ook like to have a |evel
contribution across all plan choices. Does anybody want to
approve staff's recommendation and if so I'I|l accept a
not i on.

MEMBER VERDUCCI : Tom Ver ducci .

VICE CHAIR FOX: Linda Fox for the record. 1"l
make that notion.

MEMBER VERDUCCI : Yes, that would be a second.

Tom Verducci for the record.

CHAl RWOVAN FREED: Ckay, great.
All in favor signify by saying aye.
CHAl RWOVAN FREED:  Any opposed say no. (kay.

Thank you. That passes.

Al right. Nunber three, so we had a little bit
of -- 1 heard a little bit of divergence of opinion of on HSA
and HRA funding. Again, provided if we have the noney in the
budget to actually provide a contribution between tier --

bet ween nunber one based on tier enpl oyees, enpl oyee plus

spouse, enployee plus child or children, enployee plus

fam|ly.

Nunmber two, a single amount for enpl oyee only

coverage and anot her single anmpbunt for any independent tiers
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or nunber three, single anmount per enpl oyee regardl ess of
tier.

So | wanted to get the sense of the Board and
anybody who wants to nove to approve any one of those things
pl ease feel free.

VICE CHAIR FOX: Linda Fox for the record. W
notion woul d be that we approve nunber three.

CHAl RWOVAN FREED:  Okay. All right.

MEMBER VERDUCCI :  Yeah, Tom Verducci for the
record. | just wanted to have a discussion on this.

CHAIl RWOVAN FREED: Al ri ght.

MEMBER VERDUCCI: | have a real good grasp of
this one. | want to make sure that the decision that we're
maki ng supports the famlies. Everything I'mreading is the
pl an has beconme famly centric, and I want to make sure the
enpl oyees that have spouses and chil dren have adequate
funding for medi cal expenses.

CHAl R\MOVAN FREED:  Ckay.

MEMBER VERDUCCI: I'mnot sure if we go with item
three it's going to be one single anbunt that goes just to
t he enpl oyee thensel ves regardl ess of their famly.

M5. RICH  Yeah.

MEMBER VERDUCCI : Di scussion only.

CHAIl RWOVAN FREED:  Understood. Okay. So |et
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me -- now that Vice Chair Fox has noved adoption of nunber
three, solet ne -- let me see if | can hear a second for
t hat .

MEMBER M TCHELL: Jet Mtchell for the record. |
w || second nunber three.

CHAl RAMOVAN FREED: Ckay. Al right. Then
knowi ng -- okay. Option three is the one on the table which
is a single anount per enployee regardl ess of whether that

enpl oyee has dependents and has ruled in any coverage tiers

or not.

So with that, all in favor signify by saying aye.
CQops. | think | better do a recall call. Sorry about that
guys.

So, Vice Chair Fox?

VI CE CHAIR FOX: Yes.

CHAl R\OVAN FREED: Okay. M. Bailey?
MEMBER BAI LEY: No.

CHAl RWOVAN FREED:  kay. Ms. Urban?
MEMBER URBAN: Yes. Aye.

CHAl R\OVAN FREED:  Aye, okay.

Ms. Mtchell?

MEMBER M TCHELL: Aye.

CHAIl RMOVAN FREED: M. Smith?

MEMBER SM TH:  Aye. Sorry. You cut out.
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couldn't hear ny nane.

CHAI RAMOVAN FREED:  Sorry.

M. Verducci?

MEMBER VERDUCCI :  No.

CHAl RWOVAN FREED: Ckay. Ms. Krupp?

MEMBER KRUPP:  No.

CHAI RWOVAN FREED: Ckay. So one, two, three.
Ch, man, | have to abstain because otherw se we deadl ock.
Al right. W have four aye's and three no's. And | was --
| was going to vote no, and | don't think I should because
this is not -- this is enough of a thing. So that notion
fails unfortunately.

Goi ng back to the idea of providing sonme kind of
subsidy for dependents and yet providing budget and
projection stability for PEBP staff to project, you know,
clainms costs and spent.

| heard sonme -- | heard sone support for option
two. And M. Verducci | think if | remenber was having a,
sort of a bit of a struggle between nunber one and nunber
two. So what's the sense of the Board between those two
i deas, nunber one and nunber two?

MEMBER KRUPP:. This is Jennifer Krupp for the
record. M sense would be that | think that nunmber two woul d

be --
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CHAIl R\OVAN FREED:  Ckay.

MEMBER KRUPP: -- the best choice.

CHAl R\MOVAN FREED:  Ckay.

MEMBER VERDUCCI : Madam Chair, Tom Verducci. [|'m
on board with nunber two as well.

CHAl RWOVAN FREED: Ckay. Al right. |s anyone
willing to nove approval of nunber two, single anmnount for
enpl oyee only coverage and anot her single anmnount for any
dependent coverage tier?

MEMBER BAI LEY: Madam Chair, for the record Don
Bailey. | so nove nunber two.

CHAl RA\OVAN FREED: Al right, M. Bailey.

Do | have a second?

MEMBER KRUPP: Jennifer Krupp for the record.
"1l second.

CHAI RWOVAN FREED: Thank you. Al right. I'm
going to do ny role call

Ms. Fox?

VICE CHAIR FOX: | need to ask a question.

CHAIl R\OVAN FREED:  Ckay.

VICE CHAIR FOX: Do | need to break at this
poi nt ?

CHAl RWOVAN FREED:  The notion on the table would

be nunmber two, approve nunber two, a single anount for
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enpl oyee only coverage and anot her single anmount for any
dependent coverage tier.

VICE CHAIR FOX: | guess |I'ma no.

CHAl RWOVAN FREED:  Okay. M. Bailey?

MEMBER BAI LEY:  Yes.

CHAIl R\OVAN FREED: Ms. Ur ban?

MEMBER URBAN: Yes.

CHAIl RWOVAN FREED:  Ms. M tchel | ?

MEMBER M TCHELL: No.

CHAl RWOVAN FREED: Ckay. M. Smith?

MEMBER SM TH: And for clarification this means
if you are -- if you have one dependent, whether it be spouse
or child, it would be the sane rate, that's correct?

CHAl RWOVAN FREED:  Correct. It would be the sane
contri bution.

MEMBER SM TH:  Yeah, | vote no.

CHAl RMOVAN FREED: Al right. M. Verducci?

MEMBER VERDUCCI :  Yes.

CHAl RWOVAN FREED: Ms. Krupp?

MEMBER KRUPP:  Yes.

CHAI RMOVAN FREED: Ckay. All right. That notion
carries. W had four yay's and three nay's. And, again, the
Chair abstains. [I'mtrying to stay out of this.

Ckay. Thank you everybody. | know that was a
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little bit of a difficult one.

Stream ining tier factors, okay, so this is the
one basically about adm n | oad, taking that base rate card
t hat Aon has typically provided or always provided and the
way that they |load adm nistrative costs of running PEBP and
mai ntaining all of its contracts.

So what is the sense of the Board? 1'Il just say
it. | think it's a-- 1 think it's a good idea. [|'m
particularly conpelled by the idea that we could track back
to where we are gaining and | osing noney. So the idea of
being able to provide a little bit nore of a forensic | ook
how the plan got to the financial shape we're in is appealing

to ne.

MEMBER VERDUCCI : Tom Verducci for the record.

| think on this one we nmake a notion to approve
that --

CHAl R\MOVAN FREED:  Ckay.

MEMBER VERDUCCI: -- nore is witten here.

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

CHAl RWOVAN FREED:  Okay. All right. So the
notion on the floor is to accept the staff recommendation to

accept streamining the tiers, by following nore traditiona
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actuarial underwiting process by using a per purchase
settlement per nonth factor per clains, adding on adm n fees
per participant per nonth basis. Use one tier for all plans,
products, state and non-state, keeping this factor static for
a two-year budget cycle at a m ni mum

Al'l those in favor please signify by saying aye.

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

CHAl RWOVAN FREED:  Any opposed no. Ckay. That
one passes.

kay. Nunmber five, what do we term any cash
remai ning at the close of a fiscal year and how should we
establish a Board policy for what to do or not do with it.

MEMBER VERDUCCI : Yes, madam Chair, Tom Verducci .

CHAIl RMOVAN FREED:  Yes.

MEMBER VERDUCCI: | think the wording on this
woul d be that the excess reserves should be defined as the
differential cash account and only used for one tine
expenses. It's not a notion but ny thoughts. And | just
want to make sure, you know, there's other input. | would
like to see if I"'mactually hitting the nail on the head here
or m ssing sonet hing.

MEMBER M TCHELL: Jet Mtchell for the record.

| think the only thing you' re mssing, Tom was
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t he approxi mate date that the Board wanted to maeke that,
excuse me, make that determ nation.

And the only thing that I would add to your
verbiage on the differential to say barring energency
situation or barring energency circunstances, just to keep
that w ggle room open for unprecedented tines which we are
in.

MEMBER VERDUCCI : Yeah, Tom Verducci. Just to
dovetail on your thoughts here. So if we add the
Septenber 30th and the | anguage that Dr. Jet Mtchell had
provi ded here, barring, how did you say it, unusua
ci rcunst ances?

MEMBER M TCHELL: Jet Mtchell for the record.

| used the word barring energency situations or
barring an energency circunstance or barring exigent
ci rcunstances or sonething to that -- to that effect. |I'm
not -- | don't care the exact verbiage.

MEMBER VERDUCCI: Got it. So Tom Verducci once
agai n.

| think the way the notion reads on this one
woul d be that excess reserves should be defined as the
differential cash account only used for one tinme expenses,
reassessed Septenber 30th barring enmergency circunstances,

and 1'll put that forward as a notion.
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MEMBER SMTH: This is David Smth, and I|'l
second t hat.

CHAl RWOVMAN FREED:  Okay. Thank you.

| have a question on the question. Wat's the
definition of an energency circunstance here?

MEMBER M TCHELL: Jet Mtchell for the record.

The reason | said the verbi age energency
circunstance is | made sure it is a highly unusual situation,
i ke a gl obal pandem c

CHAIl R\OVAN FREED:  Ckay.

MEMBER M TCHELL: So verbiage to Tom Verducci's
notion could be verbiage includi ng enmergency circunstances
which in the past has included events |like a global pandem c.
So it could be an exanpl e given of what an energency
circunstance were or is or just barring an energency
circunstance because | think that we'll kind of know it when
we're in a situation. We wouldn't be in it otherwi se. Most
times are not an energency situation or special
circunstances. So it would be a very unusual and uni que
circunstances and | -- you're wanting to have a little bit
nore col or around it.

CHAl R\MOVAN FREED:  Yeah.

MEMBER SM TH.  Madam Chair ?

CHAl R\OVAN FREED: Yes, M. Smth.
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MEMBER SM TH. Yes, so | think the Board can
define another tine. | think that the notion is based on,
you know, it's a one shot use. Wen, you know, if it's
sonet hing appropriate, but if something cones up that is
unf oreseen and the Board needs to apply it to sonething that
woul d be -- you know, | think that woul d be an energency
circunstance, but | think the Board can define it at the tine
i f somet hing conmes up.

CHAl RWOVMAN FREED:  Okay. All right. So we have

a notion and a second. |I'm-- |I'malnost scared to try to
repeat this one to -- stop ne if I'mwong because |'ve
al ready nmade a mstake and |I'lIl go back to that in a second.

Ckay. The notion on the table is to refer to
excess reserves as differential anpbunt and to establish it on
the, at a point intime, and this notion specifies
Septenber 30th and to utilize the differential amount if it's
positive up for things that are not ongoi ng expenses of the
pl an subject to possible energency circunstances that the
Board m ght define. 1s that a correct restatenent of the
notion on the floor based on its maker?

MEMBER VERDUCCI : Madam Chair, the only thing
that was different here is | didn't nmention a differenti al
cash account.

CHAl RWOVAN FREED: Ch, differential cash account,
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okay.

MEMBER VERDUCCI : Yeah. Yeah. Just differential
amount. | think we do need to get the word cash in there.

CHAIl R\MOVAN FREED:  Ckay.

MEMBER VERDUCCI: And if it's a one-tine expense
| don't believe it has to have that wording in there barring
enmergency circunstances because the funds will still be used
for a one time expense, but I'mgood with that either way. |
don't want to nmake it too conplicated.

M5. EATON: Chairman Freed, this is Cari Eaton.

CHAl R\MOVAN FREED: Hi, Cari .

M5. EATON:. | think it should be August 31st and
we would bring it to the Board in Septenber.

CHAl RWOVMAN FREED:  All right. So does the person
-- does the nenber who nade the notion agree to that
amendnent ?

MEMBER VERDUCCI : Tom Verducci for the record.
Yes, so be it.

CHAl RWOVMAN FREED:  Okay. You heard the notion on
the floor. I'mgoing to do a notion on this one.

Vi ce Chair Fox?

VI CE CHAIR FOX: Yes.

CHAIl R\OVAN FREED: M. Bail ey?

MEMBER BAI LEY:  Yes.
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CHAIl R\OVAN FREED: Ms. Ur ban?

MEMBER URBAN: Yes.

CHAl RWOVAN FREED:  Ms. Mtchel | ?

MEMBER M TCHELL: Yes.

CHAIl R\OVAN FREED: M. Smt h?

MEMBER SM TH:  Yes.

CHAl RWOVMAN FREED: M. Verducci ?

MEMBER VERDUCCI :  Yes.

CHAl RWOVAN FREED: Ms. Krupp?

MEMBER KRUPP:  Yes.

CHAl RAWOVAN FREED: Ckay. So thank you. That one
passes. That was easy relative to the one I'mgoing to go
back to.

Menbers and everybody listening, | need to
apol ogi ze to everybody. On the -- on the HSA/ HRA fundi ng by
dependent | believe | mscounted on that first notion. The
first notion, as you wll recall which | said failed, was to
adopt nunber three, a single anmount per enpl oyee regardl ess
of tier.

I"mgoing to restate what | recorded in case |
m sheard it. Vice Chair Fox voted yes. M. Bailey voted no.
Ms. Urban voted yes. M. Mtchell voted yes. M. Smth
voted yes. M. Verducci voted no. And Ms. Krupp voted no.

So by that count, one, two, three, four nenbers voted yes,
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and three nenbers voted no, with the Chair abstaining. It
actually did pass. So | wanted to |l et you know that that was
actually the sense of the Board based on the first notion
made, and that is going to be the reconmendation to PEBP
staff.

And | sincerely apologize that |I'm a budget
person who apparently can't count. So we made it through I
t hi nk Agenda Item Ten.

CHAl RWOVAN FREED: Agenda Item 11 is the second
public comment period. And so I'Il turn it over to PEBP
staff for public coment.

MR, CARRCLL: Thank you, Ms. Chair.

So, again, this is public comment tinme frane.
|''mgoing to go ahead and di splay the nunber on ny screen,
and then | wll call out the last three digits of your phone,
and then 1'I|l be announcing that your phone is unnuted, at
which time you' Il hear the Zoom aut omat ed audi bl e sayi ng
unnut ed whi ch you can proceed with your coment at that tine.

The first nunber that | have here ends in 920,
starting with the area code of 404. You're line is unnuted.

Okay. The next that | have is 511. Your line is
unmut ed.

The next one |I have is 688. Your line is

unmut ed.
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THE OPERATOR  You are unnut ed.

MR CARROLL: The next one that | have is 755.
Your line is unnuted.

MS. LOCKARD: Good afternoon. This is Marlene
Lockard, L-o-c-k-a-r-d, representing the Retired Public
Enpl oyees of Nevada.

| saw that it mght be helpful to just add a
little bit of context surrounding the discussion of excess
reserves. This really initiated after the 2011 nmj or
revanpi ng of PEBP plans and benefit cuts due to the budget
situation at that tinme. Thereafter early retirees were
renoved fromthe program The Medicare retirees were shifted
so to the exchange, and so that left a trenendous anount of
noney, with a trenmendous cost saving mneasure.

Thereafter each year, then Executive Director Jim
Wells, would report on the excess reserves and deliver to the
Board a series of options and clearly marking what options
woul d be a one time only benefit increase, alluding everyone
that it could go away the next budget year.

So that began a series of claw ng back. Sone of
the benefits that had been renoved fromthe 2011 session and
we were talking reserves at that time in double digit
mllions. | think one was even as high as 32,000, 000.

And so it was clear over a period of time that
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the 2011 benefit cuts were too nuch. So slowy those
recomrendati ons to add benefits back could be sustained year
after year until finally they were put back into the base
budget. So that that has been done so that's why we see
reserves not accunul ating the anmount that they had in the
past. And so | don't think on an ongoing basis that we're
going to have the years of huge double digits of mllions of
dollars in excess reserves.

And for the record, alnost all the benefits that
had been cut had been reinstated, with the exception of life
i nsurance for retirees and a couple of other itens.

So hopefully this was hel pful and | appreciate
t he opportunity to commrent. Thank you very nuch.

MR CARROLL: Ckay. The next line that | have
ends in 111. Your line is now unnuted.

MR. FRANKLI N- SEWELL. Yes, this is Shaun
Franklin-Sewell. For the record S-h-a-u-n. Last nane
Franklin, F-r-a-n-k-1-i-n dash S-e-we-|-1I.

" mvery disappointed in the Board for choosing
to penalize people with dependents by choosing option three.
On the policy changes, item nunber ten, HSA/HRA fundi ng by
dependent now because you changed the tier -- because you
change the way you're witing the tiers you are doubly

penal i zi ng people w th dependents.
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So that's all I'll say right now, and | hope you
reconsi der that decision as you're noving towards making
better policies for the organization. Thank you.

MR CARROLL: The |ast one | have, the nunber
ends in 404. Your line is unnuted.

MR. RANFT: Good afternoon everyone. This Kevin
Ranft, R-a-n-f-t, for the record, representing AFSCME Local
4041 Active State Enpl oyees.

Again, | want to thank all of the entire Board
and the Chair and Laura Rich in regards and her staff just as
a whole. This is a very difficult tinme. Policies can turn
out to be good and nmaki ng uni nt ended consequences.

So with that being said, this Board in the past
has brought forward different changes to policies, and | just
hope that these things are open to be able to correct any
uni nt ended consequences on |Item Nunber Ten.

Again, | appreciate your tinme and support, and we
| ook forward as an organi zati on and advocates on behal f of
our nmenbers to be able to come to this neeting and to
continue to have these neetings to be able to adjust sone of
the things that may have been voted on today.

W appreciate your hard work and, again, we | ook
forward to being in partnership with PEBP. Thank you very

nmuch.
CAPI TOL REPORTERS (775) 882-5322
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MR CARRCLL: Madam Chair, that was all of the
public speakers that were avail abl e.

CHAl RWOVAN FREED:  Okay. Thank you very much.

So that takes care of the agenda for today. And
with that it is 1:.37 p.m and we are adjourned. Thank you
Board menbers for your participation. Thank you staff and
vendors. Have a good day everybody.

VI CE CHAIR FOX: Thank you, bye-bye.

CAPI TOL REPORTERS (775)882-5322
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STATE OF NEVADA
SS.
CARSON CI TY.

N N N’

|, KATHY JACKSON, Official Court Reporter for the
State of Nevada, Public Enpl oyees' Benefits Program Board, do
hereby certify:

That on Thursday, the 23rd day of July, 2020, | was
present on a tel econference for the Public Enployees'
Benefits Program Carson City, Nevada, for the purpose of
reporting in verbatimstenotype notes the within-entitled
publ i c neeti ng;

That the foregoing transcript, consisting of pages 1
through 178, is a full, true and correct transcription of ny

stenotype notes of said public neeting.

Dated at Carson City, Nevada, this 2nd day
of August, 2020.

KATHY JACKSON, CCR
Nevada CCR #402
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