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CALL TO ORDER

The Kansas State Employees Health Care Commission (HCC) meeting was called to order on
June 11, 2012 at 1:30 p.m. in the Landon State Office Building, Room 106, 900 SW Jackson,
Topeka, Kansas. The following persons were present in person: Commissioners Dennis R. Taylor
(Chairman), Sandy Praeger (arrived at 1:32), Nancy Ruoff, J. Scott Day and Steve Dechant.
Shelley H. King from the Department of Administration, Office of Chief Counsel, Mike Michael from
the Division of Health Care Finance (HCF) within the Kansas Department of Health and
Environment (KDHE), and Michael Morrow from AON were also in attendance.

AGENDA:

1. Approval of Minutes

Chairman Taylor asked for approval of the April 16, 2012 minutes.

IT WAS MOVED BY COMMISSIONER RUOFF AND SECONDED BY COMMISSIONER
DECHANT TO APPROVE THE MINUTES OF April 16, 2012. MOTION PASSED 5-0.

2. Approval of Insured Medicare Supplement Contract

A request for proposal (RFP) EVT0001204 for a fully insured Plan C Medicare Supplement
policy was released February 8, 2012. The RFP closed on March 15, 2012.

The Medicare supplement policy is a fully insured product for the Direct Bill members who
are retirees of the State or a covered non-state public employer. The State does not
contribute towards the Direct Bill member's premium and the current rate is $188.97. Some
enrollment numbers on our current Plan C Medicare Supplement policy — there are 4,251
members that take the Medicare Supplement along with the State offered prescription Part
D coverage and then we have 3,460 individuals that take the Medicare Supplement without
the Part D and they elect to get that Part D prescription coverage elsewhere, so we have
7,711 individuals or approximately 86% of our Medicare eligible members that select our
Medicare Supplement. The others either elect our Medicare Advantage plan or we still have
some members that are enrolled in Plans A or B.

We received two bid responses to the RFP and negotiations were held with both bidders.
And after negotiations the State Employee Health Plan (SEHP) staff reviewed the vendors'
responses with focus on acceptance and understanding of the State's requirements for
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vendors; the proposed premiums and rate caps; the vendors’ flexibility; and their capabilities
to provide accurate, timely, and quality customer service and claims processing.

SEHP Staff recommends that a three year Plan C Medicare Supplement contract be
awarded to Blue Cross and Blue Shield of Kansas.

No discussion was had.

IT WAS MOVED BY COMMISSIONER DECHANT AND SECONDED BY COMMISSIONER
PRAEGER TO AWARD A THREE YEAR PLAN C MEDICARE SUPPLEMENT
CONTRACT TO BLUE CROSS AND BLUE SHIELD OF KANSAS. MOTION PASSED 5-0.

Contract Extension for Wellness Vendor

The State Employee Health Plan (SEHP) has been in negotiations with Alere, who is the
current wellness vendor, to extend the current contract. The current contract with Alere
expires in October 2012. During negotiations the SEHP has worked to refine the wellness
service offerings, enhance the performance guarantees and rates for a contract extension
that will extend the contract through December 31, 2013. The renewal will reduce the
contract expenses by approximately 9% annually and this was achieved by getting some
reduction in the coaching products and the overall web-based program. SEHP intends to
release a new RFP for wellness services in January of 2013 that would be effective January
1, 2014.

SEHP staff recommended a contract extension for the wellness contract with Alere which
will end on December 31, 2013.

Discussion followed.

IT WAS MOVED BY COMMISSIONER PRAEGER AND SECONDED BY COMMISSIONER
DAY TO EXTEND THE WELLNESS CONTRACT WITH ALERE TO DECEMBER 31, 2013.
MOTION PASSED 5-0.

Autism Pilot Program

The Legislature passed Senate Substitute for House Bill No. 2160 to require the State
Employee Health Plan (SEHP) to implement a pilot program providing coverage for Autism
Spectrum Disorder (ASD). ASD is defined by the bill as the following disorders within the
autism spectrum: Autistic disorder, Asperger's Syndrome and pervasive developmental
disorders not otherwise specified.

In order to pilot the ASD coverage, the SEHP coverage required modification to add
coverage for Applied Behavioral Analysis (ABA), autism specialists and intensive individual
service providers. Coverage for ASD services became available on January 1, 2011.
Coverage is subject to the plan’s appropriate deductible, copays and coinsurance
requirement for other covered services. Benefits are limited to an annual benefit maximum
established based upon the age of the member. Members from birth to age seven (7) years
have a maximum benefit of $36,000 per year for paid ASD care and treatment. Members
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who are over age seven (7) but younger than age nineteen (19) have an annual benefit
maximum of $27,000 per year for ASD care and treatment.

The ASD coverage pilot had minimal impact on the SEHP. The data through April of this
year still indicates minimal impact to the SEHP. During Plan Year 2011, the SEHP had 126
members who received services for ASD under the rider. For claims incurred and
processed for services received during Plan Year 2011 with a diagnosis of ASD the total
allowed amount was $214,656 for all services. This figure includes $92,394 for ABA
services. The average monthly treatment cost for each eligible member receiving ASD
treatment was $141 for all services, of which $61 was for ABA services.

SEHP staff recommended continuation of the Autism Pilot Program for Plan Year 2013 so
that additional utilization and cost data can be gathered.

Discussion followed.

IT WAS MOVED BY COMMISSIONER PRAEGER AND SECONDED BY COMMISSIONER
RUOFF TO CONTINUE THE AUTISM PILOT PROGRAM FOR PLAN YEAR 2013.
MOTION PASSED 5-0.

Approval of the 2013 Plan Designs and Rates

Each year, the State Employee Health Plan (SEHP) staff reviews the benefits offerings to be
able to provide the Health Care Commission (HCC) with recommendations for consideration
for the next plan year. The SEHP currently offers three (3) plan designs. Each plan has a
unique design and uniqgue member cost sharing features. Exhibit A — 2012 Network Plan
Design Summary (attached) summarizes the 2012 network-only cost sharing features of
each plan.

As the SEHP staff reviewed the current Plan C plan design compared to other High
Deductible Health Plans (HDHPs) in the market, the current design has some limitations
when compared to those open market plans. To be eligible to have a Health Savings
Account (HSA), an HDHP must meet minimum standards set by the Internal Revenue
Service (IRS). Exhibit B — Plan C Plan Designs and HDHP Requirements (attached)
summarizes these requirements. Under IRS rules, because the current single deductible is
not twice the IRS minimum required for an HDHP, the entire family deductible must be met
before any claims are paid by the health plan. Other health plans have increased the single
member deductible to twice the IRS’s required single deductible and this allows one
member of the family to meet the single deductible and have the health plan begin paying
claims even if others in the family have no health care expenses. In addition, staff found
that, after the deductible is satisfied, other plans do not require the member to pay additional
out-of-pocket costs, such as coinsurance, as the current Plan C requires. The new Plan C
plan design is shown on Exhibit B alongside the current plan design.

In surveying the membership about Plan C, staff received feedback from several members
that they would like the HSA funded in January instead of the current method of small
payments throughout the year. One of the major concerns for members in selecting Plan C
was being able to pay for health care services that occur in the early part of the year before
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their accounts are fully funded. Another recommendation staff received was to increase the
HSA contribution provided. Based upon this member feedback staff has modeled changing
the timing and the amount of the HSA contribution and has found that this can be done
within the current employer contribution and maintain the required plan reserves. After
looking at a number of options and discussing these with the Employee Advisory
Committee, the recommendation was to increase the HSA contribution to $1,500 for single
and $2,250 for member plus dependent coverage.

The benefits of Plans A and B have been standardized over time to have identical coverage
for medical services. Staff recommended that this same standardization occur with regard
to Plan C as well. Currently, Plan C has different benefits available for Durable Medical
Equipment (DME), infertility treatment and prosthetic coverage. A summary of the
difference can be found on page 2 of Exhibit A. The current limits on Plan C for these
services may be a deterrent to member enrollment in Plan C.

Staff presented several Scenarios (A through F) and several Projections (A through F),
attached.

SEHP Staff recommended replacing the current Plan C design with the new $2,500/$5,000
deductible design; funding the HSA accounts in January with the HSA contribution of $1,500
for single and $2,250 for member plus dependent coverage; and making the change to
standardize the coverage for DME, infertility and prosthetic coverage (Projection D), with no
rate increase for 2013.

Discussion followed.

IT WAS MOVED BY COMMISSIONER DAY AND SECONDED BY COMMISSIONER
PRAEGER TO REPLACE THE CURRENT PLAN C DESIGN WITH THE NEW
$2,500/$5,000 DEDUCTIBLE DESIGN; FUNDING THE HEALTH SAVINGS ACCOUNTS
(HSA) IN JANUARY WITH THE HSA CONTRIBUTION OF $1,500 FOR SINGLE AND
$2,250 FOR MEMBER PLUS DEPENDENT COVERAGE; AND MAKING THE CHANGE
TO STANDARDIZE THE COVERAGE FOR DURABLE MEDICAL EQUIPMENT,
INFERTILITY AND PROSTHETIC COVERAGE. MOTION PASSED 5-0.

Employee Advisory Committee Report

SEHP staff reported that they had presented all of the above Plan Designs and Rates
information to the Employee Advisory Committee (EAC). The EAC representative reported
that employees and retirees should be given a choice of which plan they wish to participate
in — A, B or new Plan C — as it is an individual thing. The EAC requested that detailed
information be inserted in the packets when they are distributed to explain the benefits of
Plans A, B and the new C Plan.

Finance Report

Statement of Operations is attached.
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8. Discussion ltems

Dependent Eligibility Audit — staff reported that they are in phase three, which is the final
phase of the Dependent Audit. Staff began the audit needing to verify 45,174 dependent
documents and as of June 8" they have outstanding 978 pieces of documentation which is
only about 2% outstanding. Staff intends to finish the audit by the end of June and then staff
will be able to report back to the Commission at the September meeting what the final
numbers are on the audit.

RFPs — the Medicare Part C Advantage Plan was released on April 12" and closed on May
31* for these fully insured products. Staff is going through the process with negotiations
with the vendors and staff will bring that back to the Commission for a decision at the
September meeting also.

Health Quest Credits Program — The program ends on July 31%, this is for members to be
eligible to receive the incentive discount on the premium for the Plan Year 2013. Staff
reported that out of 42,554 eligible members there currently are 32,147 enrolled or 76% that
have enrolled on the site. We have 20,621 or 48.5% who have earned 20 credits and will
receive the discount in Plan Year 2013. There are another 10,471 that have at least 10
credits, so approximately half way there. There is one group of 1,055 that has completed
the health assessment that was a requirement and worth 10 credits, so they just need to
earn another 10 credits. We continue to message — we are seeing approximately 1,200
members per week over the last four weeks complete their 20 credits. An e-mail message
went out recently and last week that number bumped to 1,800 individuals. More messages
will be going out and we hope to get to 100%.

No action needed.

Next HCC Meeting

Next meeting is scheduled for September 19, 2012 at 1:30 p.m. in the Landon State Office
Building, Room 106.

Adjournment — 2:50 p.m.

IT WAS MOVED BY COMMISSIONER PRAEGER AND SECONDED BY COMMISSIONER
DECHANT TO ADJOURN THE MEETING. MOTION PASSED 5-0.
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SEHBP - Statement of Operations

Plan Year 2012
JAN FEB MAR APR
RTP & RESERVE FUND
Begin Balance:
Reserve Fund 12,017,362 12,018,108 12,018,889 12,019,646
Remittance to Providers 102,929,048 110,375,494 115,104,897 117,150,594
Total Beginning Balance 114,946,410 122,393,602 127,123,786 129,170,240
Revenue:
Agency Contributions 23,010,947 23,003,447 23,031,905 24,295,186
Participant Contributions 17,794,360 14,808,174 18,298,142 17,733,483
Other - rebates, penalties, timing, etc. 379,952 4,010,757 -2,766,335 318,767
Total Revenue 41,185,259 41,822 378 38,563,712 42,347,436
Activity on Reserve Fund 745 781 757 1,034
Expenses:
Premiums, Claims & ASO Payments 33,566,764 37,005,457 35,164,196 32,988,661
Non State Admin/Contracts 172,050 87,518 1,353,819 277,893
Total Expenses 33,738,814 37,092,975 36,518,015 33,266,554
End Balance:
Reserve Fund 12,018,108 12,018,889 12,019,646 12,020,680
Remittance to Providers 110,3754%4 115,104,897 117,150,594 126,231,476
End Balance 122,393,602 127,123,786 129,170,240 138,252,156
ADMINISTRATION JAN FEB MAR APR
Begin Balance: 5,883,844 6,081,592 6,209,354 6,397,844
Revenues:
Cafeteria Fund 275,478 244,861 279,064 266,438
Wellness Fund 63,891 59,386 64,424 62,555
Total Revenues 339,369 304,247 343,488 328,993
Expenses:
Admin Expenses| 158,814 131,786 131,786 167,924
Other - timing -17,193 44,698 23,212 1,817
Total Admin Expenses 141,621 176,484 154,998 169,741
Ending Balance 6,081,592 6,209,354 6,397,844 6,557,096




