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SHASTA-TRINITY SCHOOLS INSURANCE GROUP
EXECUTIVE COMMITTEE MEETING MINUTES

March 27, 2009
Hilltop Inn, 2300 Hilltop Drive, Redding, CA

ATTENDANCE
Members Present:
President, Adam Hillman, Shasta County Office of Education




Vice President, Donna Heller, Columbia ESD & Black Butte ESD




Treasurer, Phillip Brown, Enterprise Elementary School District

Jim French, Trinity County Office of Education

Art Schmitt, Shasta Union High School District




Patricia Demo, Shasta College

Tom Mancuso, North Cow Creek Elementary School District

RoseAnn Adams, Redding School District

Cathy Campbell, Gateway Unified School District

Ex-Officio:

Patrick Casey, Executive Consultant

Staff:


Nancy Panks, Benefits Administrator

Others Present:

See Attendance List
1.0 CALL TO ORDER – The meeting was called to order at 9:05 a.m. by President, Adam Hillman.

2.0 APPROVAL OF AGENDA – A motion was made by Patricia Demo, seconded by RoseAnn Adams  to approve the agenda; the motion was approved unanimously.

3.0 APPROVAL OF MINUTES – Minutes of the December 1, 2008 Executive Committee meeting were presented for approval.  It was moved by Patricia Demo, seconded by Cathy Campbell to approve the minutes; the motion was approved unanimously.  
4.0 PUBLIC COMMENTS – There were no public comments at this time.

5.0 CORRESPONDENCE/EXECUTIVE CONSULTANT COMMENTS – There was no correspondence to present however Mr. Casey did report that he would be attending a hearing in Sacramento with an Arbitrator regarding the denied claim that was appealed and denied again.  The member filed a grievance and so the Arbitration is Monday, March 30th.

6.0 WORKERS’ COMPENSATION PROGRAM
6.1 Self-Insured Program Prior to 7/1/95 – Claims through February 2009 – Jeff Keena from LWP reported that there were 36 claims remaining in this program, all of which are hesitant to settle as they rely on it for their medical treatment.  Prescriptions in general is what is keeping them from settling.  Jeff reported that LWP is using the current state of the economy as an avenue to encourage settlement.  Melanie Cich asked if LWP has considered sending some of them to rehab to get them off the drugs so they are more likely to settle?  Jeff said that they do that for a few, but they often relapse.  He also said that the State doesn’t come down hard enough on the physicians who prescribe excessive prescriptions.  Regarding the old claims, the maximum exposure is $473,000 and settling could actually create a need for a surcharge of the districts.

6.2 Self-Insured Program After 7/1/03 – Claims through February 2009 – Pat Casey presented the Committee with a report of the open claims since 7/1/03.  He stated that the worst year was 04/05 where one claim alone is set at $1 million.  Regarding the pending layoffs, it is always possible that people will claim to have been injured; however, as soon as they receive their layoff notice, it is up to the injured employee to prove they are hurt.
6.3 Actuarial Study – The 2008/09 Actuarial Study revealed that losses were less than in previous years, but the average claim cost is up on serious claims.  Top five claims are age-related (over 50).  Investment interest is not good; at 1%, this would require a 28% change in the rate.  However, there is a surplus of funds available to use to offset this increase.  In addition, the Actuary predicts that over the course of time, he predicts an average of 3% investment interest and suggests this number should be used.  The JPA has always funded at a 90% confidence level which created the $4 million surplus.  Based on these numbers, the JPA could consider a lower confidence level (70%) to keep the rate down as well.

6.4 2009/10 Ex-Mods – Proposed Ex-Mods were included in the Agenda packet and were presented for approval.  Six districts had an increase and five districts had a decrease.  There was no need to change the method for computing the Ex-Mod.  The policy for computing the ex-mod was made part of the Item presented.  With a motion from Art Schmitt and a second from Jim French, the Ex-Mods were unanimously approved for recommendation to the Board of Directors as presented.
6.5 2009/10 Workers’ Compensation Rates – Based upon the Actuarial Study, the beginning number in which to increase the rate would be 28% because of reduced interest and an increase in large claims.  Donna Heller asked why wasn’t this anticipated earlier as the budgets have already been finalized and, if they would have known that a large increase were on the horizon they could have planned for it.  Mr. Casey said that the Actuarial Study only became available in March.  Donna suggested that the low interest rate issue has been in the works for several months and Pat should have known and anticipated such a problem with the rates.  She believes that it is very important that districts get the information early especially if there is an increase involved.  She suggested the JPA should error on the side of conservative.  Pat stated that the experience is still good, it’s just the interest that is bad.  He asked if the Committee would prefer to receive the Actuarial Report earlier in the year in order to make a determination earlier?  It was decided that the information would only encompass 6 months of data and that would not be prudent.  As discussed in the previous item, a portion of the surplus could be used to buy down the rate increase.  If $1.5 million were used, it is possible the rate increase could be 0%.  However, if only $1 million were used, the rate increase would be 10%.  The question was raised as to whether it would be prudent to buy down the rate if this year was as bad as the previous ones.  It was decided that it was the right thing to do at this time.  Tom Mancuso said that it’s important to remember the JPA has the duty to keep the cost down to their best ability.  Therefore, Tom Mancuso moved that $1.5 million in reserves be utilized and the rate should be maintained at a 0% increase; Phil Brown seconded.  Discussion followed.  Jim French said that he thought SOME increase in the rate would be better than no increase.  People will be expecting it this year and even a meager increase would help the program.  He suggested 5 percent.  Phil Brown asked the Committee to consider what the goals should be for the program, such as: IS a 70% confidence level the goal when in the past the districts have paid too much at a 90% level.  Building the reserve with a 90% confidence level has been achieved and it worked.  Pat Casey said that a 5% increase is not a lot of money and won’t do much to build reserves.  Jeff Keena reported a current case that could affect the program in that permanent part-time disability could change, along with increased litigation costs, utilization of expert witnesses, etc., could actually be a 10% increase in cost to the top 50 claims.  Phil asked how long before this could take place and Jeff said it could be as soon as 7 months.  The motion was amended to include a 5% increase to the rate, but this amendment was withdrawn.  Pat Casey asked the Committee and audience if they were comfortable with their payroll projections as he has based the rate calculation upon these estimates.  The Committee considered the question and suggested they were relatively confident, but nothing is certain in the current economic climate.  When called for the question, it was unanimous to recommend to the Board of Directors a 0% increase utilizing the $1.5 million in reserves.
6.6 New Medical Provider Network – The MPN will be changing due to the fact that CorVel’s bill penetration rate is higher than the new Blue Cross MPN, saving the JPA approximately $50,000 a year.  A new packet will be going out to employers for distribution via e-mail or payroll stuffer.  The information will also be on the JPA’s website.  Predesignating a physician is still an option but the Dr. has to agree that he/she will treat for Workers’ Compensation injuries.  It was moved by Jim French and seconded by Donna Heller to approve the change in MPN’s to Blue Cross; unanimous.

6.7 Risk Management/Loss Control Programs – A report on Risk Management Services by Casey Consulting and a report on Loss Control Services provided by InterWest were included in the agenda packet.  Use of the MSDS software by districts and their training of the software is ongoing.  Job descriptions including physical demands is also being coordinated by Pat.  When asked who was responsible for ergonomic reviews, Pat confirmed it was himself.  Dante Bellino conducts the workshops for training employees on safety and body mechanics.  He is in the process of identifying the most popular workshops so they may be prescheduled.  Phil Brown commended Dante on allowing several districts attend a workshop.  Pat concurred and reported that one had been successfully attended in Trinity County.

7.0 HEALTH BENEFITS PROGRAMS
7.1 Medical Program
7.1.1 Review Claims and Discuss Trend for 2009/10 – At the January meeting, claims data was through December.  March’s meeting has data through February.  Mercer cautioned the Committee that a lot can change in the remaining months.  Last year, most of the shock claims came in the last quarter.   April 2008 was a very bad plan year with double the claims of the other months, believed to be an anomaly.  Because a 12-month rolling average is used, when April “drops off” the rate projection would look a lot better.  However, that effect will not be known until May.  Tom Mancuso asked if the layoffs this year could affect the claims experience like last year?  Mercer concurred that this could happen.  However, if this April is good and replaces the “bad” April, it could mean a 2% reduction in the rate increase.
7.1.2 2009/10 Plan Changes for Cost-Cutting Measures – Paul Ford of Mercer handed out a list of options for consideration for cost-cutting measures to keep the rate increase at its   lowest possible level.  Options included eliminating the high benefit plans, moving people into the 80/20 plans, increasing copays to the Prescription Drug Program, and introducing a new Incentive Plan with a higher deductible that can be “bought down” with various wellness programs that, once the member participated in, would reduce their deductible by $100 for each program, five in total, eliminating the deductible.  All options, aside from status quo, would reduce the rate increase, but by different amounts.  The most drastic, of course, would be the inception of the new Incentive Plan, eliminating all other plans.  However, this was felt to be too drastic.  

7.1.3 Recommend 2009/10 Rate – If the JPA stayed status quo with all plans, no changes, the rate increase would need to be 16.7%, including a 2% margin reserve; 14.7% without the margin reserve.  However, without the margin reserve the JPA would remain in its negative equity position for both the 09/10 & 10/11 fiscal years.  Industry standard is 3 months’ reserve, or $1.2 million in the JPA’s case.  Adam Hillman asked Mercer what the rate projection was in January; 12% was the projection then.  If waiting reduces the increase by only 2%, it’s not enough to really make a difference; it would be more prudent to send that 2% revenue to reserve rather than applying it to rate.  RoseAnn Adams asked what was the JPA’s actual trend?  Paul Ford remarked that the trend is “a little out of whack” because of the shock claims last year.  The trend is actually 24.8%.  Adam Hillman then asked whether the retirees were rated correctly and it was stated by Pat Casey that the actives are NOT subsidizing the retirees.  When asked if the current plans rated appropriately, the answer was no.  C-2 is too low.  It should be increased additionally to compensate for its inappropriate pricing.  The consensus of the Committee was that the plans should be rated separately so that they pay for themselves.  Paul reminded the Committee that the problem is sick people; the Incentive Plan would encourage early detection of serious illnesses and the cost of large claims would ultimately go down.  The Committee requested that more information be given and asked Mercer & Casey to come back with a proposal rating the following scenarios:  1) eliminating Plan B & EPO Plan, leaving only C & C-2, increasing Rx copays. 2) Eliminating Plan B, C-2 & EPO Plan, leaving C & introducing the Incentive Plan, Rx copays increased.  No action was taken and an additional meeting will be scheduled to discuss the above proposals.
7.2 Vision Program – There is no need for a rate increase in Vision as both run-out a reserves are adequate and the plan is paying for itself appropriately.  Therefore, it was moved by Donna Heller, seconded by Tom Mancuso, and unanimously approved to recommend to the Board a 0% rate increase to Vision.
7.3 Dental Program – Pat Casey reported that the dental program has experienced very high claims recently and has depleted much of the reserve in the program.  Therefore an increase of 25% would be necessary for status quo participation.  He introduced Ryan Neese from Delta Dental to explain how claims are affecting the program.  Ryan introduced his director, Mike Thelan.  Ryan directed the Committee’s attention to the handout they had received indicating the largest amount of dollars spent on claims are from Crowns.  Currently, the JPA’s plans pay 100% to the plans maximum, in some cases $2,000.  If the plan were to limit reimbursement to a 50/50, 60/40, 70/30, even 80/20, there would be a difference in your claims.  Claims increased this time last year too, and this year’s claims seem to be on the same track, presumably due to receiving layoff notices.  This is a distinct possibility again this year.  Additionally, there is the new subsidized COBRA plan that could make it very cost-effective to buy dental insurance.  This could be a potential $8,000 exposure, receiving only $900 in premiums.  Ryan also introduced the Committee to the concept of the PPO Network, which could be a potential 2% off the rate increase.  It doesn’t affect anyone, it only adds a layer of dentists and a $200 increase to the member’s benefits when using a PPO dentist.  There are 14 PPO dentists compared to 72 dentists in the Premier program which is what the JPA utilizes currently.  Eliminating the $2,000 plan could reduce the increase by 12%, simply by saving the $500/person annual max.  Also, a deductible could be added of $50.  Mercer cautioned the Committee that they should consider not applying that deductible to preventive services.  That would discourage participation in annual checkups.  When asked if the plans were rated correctly, the answer was no.  The $2,000 plan is definitely not rated correctly.  The Committee asked Pat & Ryan to come back with correctly-rated plans, including the proposal to limit the crown reimbursement to 50 – 80%.
At this time, the Committee meeting, having run past its 12:00 p.m. timeframe, adjourned and a new meeting date was scheduled for Monday, April 6, 2009, from 1 p.m. to 4 p.m., meeting place to be determined.  

It was moved by RoseAnn, seconded by Phil Brown, and unanimously approved to adjourn at 12:35 p.m.
Respectfully Submitted,

Nancy Panks

Benefits Administrator

Adam Hillman, President

Shasta-Trinity Schools Insurance Group

