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EXHIBIT G

INTERIM STUDY PROPOSAL 2013-174

State of Arkansas . Call Item 5
89th General Assembly A B 111 DRAFT DLP/PAT
First Extraordinary Session, 2013 HOUSE BILL

By: Representative Nickels
Filed with: Arkansas Legislative Council
pursuant to A.C.A. §10-3-217.
For An Act To Be Entitled
AN ACT TO ESTABLISH A UNIFIED HEALTH CARE BENEFIT
PROGRAM FOR ALL PUBLICLY FUNDED EMPLOYEES AND RETIRED
EMPLOYEES; AND FOR OTHER PURPOSES.

Subtitle
TO ESTABLISH A UNIFIED HEALTH CARE
BENEFIT PROGRAM FOR ALL PUBLICLY FUNDED
EMPLOYEES AND RETIRED EMPLOYEES.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF ARKANSAS:

SECTION 1. Arkansas Code § 21-5-401 is amended to read as follows:
21-5-401., Public Officer and Fmplovee Life and Health Insurance

Program.established - Legislative intent.

{a) The Public Officer and Emplovee Life and Health Insurance Program

is established to manage 1life and health insurance plan options for the
benefit of publicly funded emplovees and retirees.

(b) It is the purpose of this subchapter to:

(1) Create a single board to select health insurance and life

insurance plan coverages for state—and—publie sehool publicly funded

employees and retirees;

(2) Develop self-funded health pregrems plan options to enhance
the ability to control premiums and utilize managed care capabilities if
feasible and in the best interest of plan members; and

(3) Enable a single board to:

10-18-2013 15:08 ISP-2013-174



WK -~ oy bn W N

W oW W W oW W W RN NN NN NNN N~ = e e e e
P T B R o S T Y s T B = L S T W = R U= R < R B Y T - B o

I.8.P. 2013-174

fa)(l) The State and Public School Life and Health Insurance Board and
the exeecutivedireetor Executive Director of the Emplovee Benefits Division

of the Department of Finance and Administration shall take a risk management
approach in designing the state—snd publie-schosk publicly funded employees

and retirees benefit programs.

{2) The board shall emsure that the state end publiescheol

employees publicly funded employee and retirees retiree benefit programs are

maintained on an actuarially socund basis as determined by actuarial standards

established by the board.

SECTION 5. Arkansas Code § 21-5-405(b)(4), concerning the duties of
the State and Public School Life and Health Insurance Board, is amended to
read as follows:

(4)(A) Utilize the combined purchasing power of the state

employee—and—public—school employee, retiree, participating entity, and
participating institution personnel programs to foster competition among

vendors and providers for the programs.

{(B) Any steteapeney or school—distriet employee, retiree,

participating entity, and participating institution that accepts state funds

intended to partially defray the cost of health and life insurance for the
employees—of—the state—and -publie sehools an employee, retiree, participating
entity, or participating institution shall:

(i) Use those funds only for the state—and—publie
schosl employees health benefit plans sponsored by the board; and

(ii) Agree to rules of participation as stated in

the policies adopted by the board and as defined in the regulations and
procedures issued by the Executive Director of the Employee Benefits Division

of the Department of Finance and Administration, including+ but not-limited

£oy without limitation timely eligibility reporting, prepayment of insurance

premiums, actuarial adjustment for new enrollees, and any other requirements

deemed necessary by the board;

SECTION 6. Arkansas Code § 21-5-406(e)(3)(A), concerning the
implementation of benefit programs, is amended to read as follows:
(3)(A) The executive director shall-hawve has the authority to

supervise the implementation and day-to-day management of the health
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retirees who enroll in the plan must pay the entire premium cost as set by
the board;

(6) “Employee” means a—state—employee—or—o—public-sechook
distriet-employees an employee who is paid all or part of his or her salaty

by public funds, including without limitation an employee of:

{(A) The State of Arkansas;

{(B) A public school district;

(C) A county;

(D) A municipality;

(E) _An incorporated or unincorporated townm;
(F) A constitutional branch of government, office,

officer, agency, department, commission, or imnstitution;

(G) An institution of higher education; and

(H) An agency, instrumentality, board, commission, or

political subdivision of:

(i) The State of Arkansas;

(ii) A public school distriect;

(iii) A county;

(iw) A municipality;

(v) _An incorporated or unincorporated townj

(vi} A constitutional branch of povernment, office,

officer, agency, department, commission, or institution; or

(vii) An institution of higher educationj

(7) “Health insurance representative” means an individual
appointed by a participating entity to act as an agenﬁ for the Empleyee
Benefits Division division; '

(8) “Ineligible inactive retiree” means a terminated employee
who has worked a sufficient number of years to be considered vested but who
has not yet reached the age to qualify to receive a retirement benefit;

(9) “Internal Revenue Service” means the United States
government agency responsible for tax collection and tax law enforcement;

(10) “Member” means any enrolled state—eox—publiec—school
employee, retiree, or covered dependent;

(11) “Participating entity” means an organization authorized to

participate in a plan offered under this subchapter;
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SECTION 9. Arkansas Code § 21-5-410 is amended to read as follows:
21-5-410. Employees — Eligibility.
{(a) Eligible employees shall include:

(1) All actively employedy—eligible employees of-participating

ionad--0 ees whose

actual performance of duty requires one thousand (1,000) or more working

hours per year;

534> (2)(A) Those state contract employees hired by the
Arkansas National Guard on a full-time basis in accordance with the
provisions of 10 U.S5.C. § 2304,
{B) Membership of the contract employees of the Arkansas
National Guard is conditioned upon the United States Gewvermment Government’s
contributing the employer’s share to the Employee Benefits Division of the
Department of Finance and Administrationm.
{(b) Membership of a state employee is conditioned upon the empleyee
employee’s being in a budgeted state employee position or a position
authorized by the General Assembly.

{e¥(c) Members are not allowed dual eligibility in either the state
insurance plan-or—the-publie—sehool an insurance plan offered under this
subchapter.
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continued insurance coverage if the retiree experiences a qualifying event or
at the time of open enrollment.

(iii) The board may allocate available subsidies to
cover the retirees making an election.

(C){i) Except as provided in éubdiviéion (a) (2)Y(C) (i1} of
this section, an active retiree’s failure to make an election during the
thirty-one-day election period or an active retiree’s election to decline
participation in the health program is final.

(ii) If an active retiree declining coverage
specifies in writing and provides a letter of creditable employer group
coverage to show that the reason for the declination is because the active
retiree has coverage through another employer group health plan and the
active retiree’s coverage is subsequently terminated because of a loss of
eligibility, as defined by Internal Revenue Service regulations, and provides
information from the former insurance company of the loss of eligibility,
then the active retiree and any dependents shall qualify for coverage in the
health benefit program under this subsection upon payment of the appropriate
premium as established by the board, provided the active retiree applies for
coverage within thirty (30) days of the loss of eligibility. Loss of coverage
is defined by Internal Revenue Service and Health Insuranceé Portability and
Accountability Act 4HMIPPA) guidelines for special enrollment periods.

(3)(A) DNotwithstanding any other provision to the contrary in
this section, an employee with tem (10) or more years of creditable service
under the terms of a retirement plan iisted—dn—this—sectien shall qualify for
continuation of health insurance coverage offered by the board if that
employee is separated from employment because of the expiration of a fixed
period of employment.

{(B){i) An employee qualifying for continuation of coverage
under this subsection shall be consldered an “inactive retiree” and shall
have thirty-one (31) days from the effective date of termination to elect to
continue health insurance coverage under this section by notifying the
Emptoyee Benefite Bivision division.

) (ii) The election shall be made in writing on forms
required by the Empleyee—Benefits-Diwision division.
) (C) (i) Except as provided im subdivision (a)(3)(C)(ii) of

this section, an inactive retiree’s failure to make an election during the
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(ii) A bank account of the retired participant to be
paid by a monthly bank draft on the date designated by the Empleyee Bemefits
Diwisien division.

(B) If the retirement benefit is to be withheld from a
retirement benefit check and the retirement benefit check is not large enough
for the premium deduction, the premium shall be paid by monthly bank draft on
a designated date prescribed by the EmpleoyeeBenefits Divigion division.

(c) WMembers of the Arkansas Public Employees' Retirement System and
the Arkansas State Highway Employees® Retirement System who retire before
January 2, 1988, under the-prowviciens ef the Incentives for Early Retirement
Act, §§ 24-4-732, 24-5-122, and 24-6-102, shall not have to pay the Ffull
amount of the premium and shall pay a portion of the cost of the policy as
set forth by the Incentives for Early Retirement Aet, §§ 24-4-732, 24-5-122,
and 24-6-102.

{(d) Any future change in coverage other than cancellation shall be
extended only to newly acquired dependents, except that if an active or
inactive retiree declined dependent coverage at the time of election to be an
active or inactive retiree and specified in writing that the reason for the
declination was that the dependent had other coverage, and if subsequently
the dependent involuntarily loses such coverage, except for fraud or
voluntary cessation of premium péyment while the active or inactive retiree
is covered by the plan, then the dependent may be added within thirty-one
(31) days of the involuntary termination to the active or inactive retiree’s
health insurance coverage for payment of the appropriate premium as
established by the board.

(e) 1If a retiree dies and has covered dependents at the time of death,
the dependents have the right to continue coverage under the plan. Dependent
children may be covered until marriage or until the maximum age limit for a
dependent child has been reached. A surviving spouse may continue coverage
under the plan. If a surviving spouse or dependent declines coverage or
cancels existing coverage, then the surviving spouse or dependent has no

further privileges under the plan.

SECTION 11. Arkansas Code § 21-5-414 is amended to read as follows:
21-5-414., Btate contributions generally — Partial state contribution

of employees’ premiums.,

11
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(3) Penalties shall-be are payable to the EmpleyeeBenefits
Dizrisieon division and must shall be received by the division no later than
the last calendar day of the month following invoicing.
(4) 1f payment is not received by the division by the due date,
the following collection methods may be used:
(A)Y (i) The Chief Fiscal Officer of the State may cause the

amount sought to be transferred to the division from:

{(a) Funds the ageney or school distwiet

employee, retiree, participating entity, or participating institution has on
deposit with the Treasurer of State; or

(b) Any funds the apeney or—sechool—distriet

employee, retiree, participating entity, or participating institution is due

from the state.
(ii) If a transfer must be made, a transfer penalty
of twenty dollars ($20.00) per transfer shall be assessed each ageney eox

school district emplovee, retiree, participating entity, or participating
institution fund and included in the transfer;

{B) The ageney direetor—or school—distriet superintendent

employee, retiree, head of the participating entity, or head of the

participating institution may be required to appear before the State and
Public School Life and Health Insurance Board to report the reasons for
nonpayment or incorrect reporting; and
(C) The Chief Fiscal Officer of the State may use his or
her powers eutlined—dw under § 19-4-301 et seq. to aid in collectiom.
(5) Nompayment of premiums eeuld may also result in a lapse of

health and life insurance coverage for empleyvees—ef—the sechool distriet,
1 . i bild £ : healel 1 1sf
etaims—For—itc—employees an employee or retiree.
{b)(1) If any partieipating aspenev—orsehool distriet employee,

retiree, participating entity, or participating institution fails to follow
established policy and procedures set by the executive director, including,

but net limited to, mnotifying the division of an insured’s leave without pay,
family medical leave, or military leave status or if any participating ageney
or——schoel—distriet emplovee, retiree, participating entity, or participating
institution provides incorrect benefit information or processes unauthorized

benefit changes, including system entries that result in unreimbursed

13
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and Administration for state employees when the employee is in a leave-
without-pay status because of a work-related injury and is receiving benefits

from workers?! compensation.

SECTION 14. Arkansas Code Title 21, chapter 5, subchapter 4 is amended
to add an additiomal section to read as follows:

21-5-418. Unified health care program.

{(a) The State and Public School Life and Health Insurance Board shall

establish and the Employee Benefits Division of the Department of Finance and

Administration shall administer an expanded health care program under this

subchapter to make benefits available to all eligible publicly funded

emplovees and retirees.

(b) If an entity or institution has an employee or retiree that is

eligible for benefits under this subchapter, the entity or institution shall

offer health insurance benefits to its emplovees and retirees exclusively

under this subchapter.

SECTION 15. EFFECTIVE DATE. This act is effective on and after July

1, 2015,

Referral requested by: Representative Jim Nickels
Prepared by: DLP/PAT
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<y pu'ch ifig arrangements also can’ ‘give employees more
' of ealth benefit plans Thls optlon often is not "avail-

- The Patient Protectlon and Affordable G
. 2010, lncludes several new federal.ins nce rules that take
effect starting in October 2010 or Iater at the staTt of .an ex-

Small pﬂt'Sl'i'c%emﬁoner groups often berefit the most from pur- : i -

Flgure 1. lnsuranr.e Is Mare Cost

chasing pools and alliances. As Figure 1 Illustrates, the larger- A
to Admlnister for Small Groups

the employer group, the lower the percentage of the health
premium devoted to administrative costs versus medical care
- payments )

i

8 Target of Cost Containment
Small and medium-sized employers are at a decided disadvan-
3 tage compared to the much larger state governments, Smaller
I groups that join existing state pools or join to form a purchas-
B ing alliance may be able to obtain coverage ata lower cost than
if they purchased it thrdugh the open market. Proponents of
public employer health purchasing pools note that small local
governments and local public entitles {fire districts or school
districts, for example) often lack the volume and personnel ex-
pertise to obtain favorable rates.

2 e o _“ .. — X3l

T4 Emh 2049 Emplopces  (pD-493 bmp oK er Moz
. Employeex

Saurce: Lewin presentation on “Cost and Coverage Impacts’to

Colorada Commission, Aug. 23, 2007,
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Bl mployees The‘Mmh:gan«House

o 5;
veragefor thelr emp!oyees ;

state emp[oyeei.health insus-

inﬁuAgent Coahtlon, qllﬁ ew employees would have b”’eep

pooled“ wuth “state employees in the state’ tnsurancé; The
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for employers that. seek tot tover all their emp!oyees or re-
tirees ‘;Program features ,would have been 51mllart04those
for Med:ca:d and children's health HUSKY" enrollees.

Ewdence of Effectlveness

ftisnot clearwhether purchasing pools haveslowed the growth
in premium costs overall; the evidénce is mixed. It appears that
including small employer groups in large state employee pools
may benefit the small employers that join.

A 2008 study by.the Lewin .Group noted, “Given that state gov-

" ernments are typically thie largest employer group inany given

state, state employee health plans (SEHPs) are responsible fora

mffi,““ National Conference of State Legisfétures
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market fates. The; gram’s total admlnistratwe expenses
werei5 pé‘rc'ent' FY ZOOBijEHEcal and pharmaceutical
expenses represented 95 percent ‘of total expense. A non-
pooled-town of dnstnct wrth 200 employees would expect
topay admmlstrative costs, of 12 percent 1013 percent.The
. savings apply to 602+ 1ocal and reglonal puiblic agencnes

) with a total of 52/ 000 employees plus other dependents.

-] West Virginia a[so created a Small Busrness'Plan Accord-
ing to its 2010° webisite, "Participating insurance carriers
use PEIA payment rates for dociors and other health care
providers; this is the key to making Small Business Plan
premium rates lower than standard rates, typically rang--
ing between 17'percent and 22 percent less than regular
smiall business rates;” however, they caution, “rates and dis-
counts witl depend on the profile of each small business.”

®m Utah’s Public Employee Health Plan (PEHP) includes ap=
proximately 52 percent of eligible local governments, in-
C . cluding service districts, counties and public schools; the

a resuit nearly 'lO per'tentf' A
ered by the’ plan. ' E

ther agenrcre Examplesl;nclude the Kansas He
/ Aﬁthorlty in 2005, the; @klahoma Health Ca"

_ii with Med[catd the]oint e
fructure resu[ts in- “combming‘the state -

€ nk
wder adherence to cllmcal gurdellnes and; best pmctices,, )
publ:cly dissemlnatmg prowder erfdriance nformatlon,
‘lmplementmg performance—ba
coordinated care Intervention
payer quahty coalitions?

Louisiania, " South Carolina and Washington review the|"
clarms hlstory of local entitles‘that séek to join: Wrth“state
employee programs, and, if thé risk jﬂstory is hrgher thafir
the existing pool, the new- local member is charged‘
" higher rate (usually for a limited period) to cover the’ risk,
Although this approach is a cost shift; not savings, it llus--
trates how states can protect against-higher charges.®

Challenges ,
® Lowerthan-expected participation rates by local govern- |

ménts were examined In a nationwide analysis in 2008.

The results pointed to a number of reasons, including:

+  Local governments had other affordable coverage op-
tions;

+  State plan requirements made it difficult for some lo-
cal governments to join;
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