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our members to pay on average $2 in premiums each month for one year to pay this
expense). We would note that any personnel action should be a process of clearly
defining expectations over time and. setting compensation arrangements in a manner
consistent with those expectations. If expectations are not met, then compensation and
compensation arrangements should be adjusted accordingly. It does not appear that
these basic steps were followed since the above and the payout shows a compensation
process that rewarded the existing business practices of the organization during the
years preceding the dismissal and that were subsequently used as the basis for the
dismissal. A sequence of events that appears to be contradictory. If a process as
described earlier was followed, BCBS would not have placed its members in the legal
position of having to pay out such a substantial sum. We would encourage you to use
generally accepted principals so our members are not exposed to such risk in the future
and these funds can be allocated to uses directly related to the members needs.

As a result of the above actions, PERS feels there is a significant disconnect between
the BCBS board’s compensation/incentive system and the needs of PERS and its
members. Maintaining affordable health insurance coverage should be the primary goal
of BCBS and around which corporate compensation/incentives are built. In so doing,
BCBS would align itself with the needs of its clients.

3) Quality customer service

BCBS has successfully met this expectation. PERS regularly reviews the performance
of BCBS in meeting our customer’s expectations. We would note the following:
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Clearly your organization has been successful in this area. We would also like to
acknowledge the work of the BCBS staff that supports PERS. They are dedicated, hard
working and very responsive to our requests and needs.

4) Effective and affordable program administration

BCBS has provided effective program administration but PERS administrative costs
have been qoing up at an unsustainable rate.

First of all, PERS believes that BCBS does an effective job in administering the PERS
plan. Our review of your claims payment procedures has been positive; your technical
capabilities are sound and your recordkeeping accurate. In this regard, BCBS is doing
a good job.

Concerning the second area, PERS notes that your organization's administrative fees
have grown at a rate equal to or greater than health costs. PERS notes the following
history of administrative/retention charges:

BCBS Administration
NDPERS Health Plan
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This table shows:

¢ BCBS administrative/retention expenses were stable from 1989-1999.
e Since 1999, BCBS has aggressively increased administrative/retention
expenses.
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¢ From 1999 to 2007 administrative/retention expenses have increased 242%.

e As proposed for 2009-2011, BCBS administrative/retention expenses would
increase by 21.7%. _ v

o As proposed, the administrative expenses will increase from 1999 to 2009 by

295%.
o PERS has not requested any major new initiatives in terms of workload over the

above period.
o Staffing levels assigned to PERS by BCBS have not changed dramatically over

any of the above periods.
o HIPAA compliance was paid with earlier increases.

In recognition of the above, the following observations can be drawn:

e The BCBS increases have not been based upon workload.

o BCBS appears to be implementing a business decision relating to PERS
administrative fees that is unrelated to costs.

¢ We continue to question where BCBS intends to go with administrative
expenses.

Our conclusion is that your administrative fee increases are not sustainable for our
participating employers or members, and BCBS needs to address with us its intentions
for the future. -

5) PERS investments in the BCBS organization should produce results

PERS investment in BCBS is not returning a positive result for our members in terms of
premiums. PERS has observed the following relationship between our investments in
BCBS administrative/retention expenses, gains and premium increases (please note the
bars are the administrative expenses and the line is the health premium increase):
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BCBS Administration
NDPERS Health Plan
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The above tables show:

1. That health premiums have increased substantially as we have been asked to
invest more in BCBS administration and while your gains on our contract have -
gone up (2001 to 2008 vs. 1991 to 1998).
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2.

That the increased investment by PERS in BCBS administrative/retention costs
has not resulted in any positive ROl as premiums have continued to rise (2001 to
2008 vs. 1991 to 1998)..

BCBS gains or profits appear to increase more dramatically with higher premium
increases and in fact the present system seems to reward BCBS with larger
gains for large increases in PERS premiums (2001 to 2008 vs. 1991 to 1998).

In addition to the above, increases in the coverage or scope of benefits has
diminished in the last several biennium'’s as a result of increased out of pocket
costs that were incurred to reduce the increase in premiums.

The following observations can be drawn from the above:

1.

It seems there is a negative relationship between PERS investments in BCBS
administration/retention and premiums. Specifically, the more PERS pays in
administration/retention, results in higher premiums by BCBS rather than lower
premiums.

Additional investments by PERS in BCBS have yielded no positive ROl in terms
of premiums, and in fact it seems to be a negative ROI.

It appears that BCBS gains are larger with higher premium increases than lower
increases which appear to be creating an incentive for BCBS not to control
premium costs. -

Based upon the above information, BCBS is not as effective at controlling

employer costs as it was previously.
BCBS does not deliver the value it used to in terms of admmlstratlve/retentlon

costs, gains and control of health care premiums.
BCBS must reverse this relationship so it is consistent with the employer's and

client's needs.

6) A synergistic partnership

While there is synerqy in administration, there is little in terms of overall costs.

PERS

believes that together we have been able to provide our members sound

administration and customer service. We further believe that our administrative
resources complement each other and in so doing allow us to provide members
services at an enhanced level.

PERS

also believes that BCBS is vested with a unique responsibility to provide

affordable health premiums. This occurs because your membership represents such a
significant percent of the marketplace. PERS participation in BCBS adds to the market
presence by adding our 54,000 members. PERS has awarded our business to BCBS
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for many reasons. But, one reason is our desire to add our market share to BCBS'’s
market share to provide you more leverage in the marketplace to insure our
participating employers and members affordable health premiums with reasonable
increases. Our experience does not seem to indicate any sort of synergistic benefit to
our members in terms of health premiums or increases. PERS will need to continue to
review our approach, and if there is no synergism with this model, we will need to

identify and examine other models.

Summary

In summary we find:

Expectation

Performance

Affordablga health insurance
premiums that increase at a
reasonable rate.

BCBS has failed in this area in recent years.

Staff compensation/incentives
that support affordable health
care.

BCBS compensation/incentives are not
aligned with the members’ needs.

Quality customer service.

BCBS has successfully met this expectation.

Effective and affordable
program administration.

1) BCBS has provided effective program
administration.

2) PERS administrative costs have been
going up at an unsustainable rate.

PERS investments in BCBS
should be matched with
results.

PERS investment in BCBS administrative
capabilities is not returning a positive return
on investment for our members in terms of
premiums.

A synergistic partnership.

1) Administratively, we do find a benefit.

2) Our experience does not seem to indicate
any sort of synergistic benefit to our
members in terms of premiums or rates of
increase.
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Based upon the above, BCBS has, in our view, the following strengths:

1) You have a very good staff that is very competent, good to work with and are very

responsive.
2) You deliver good costumer service in terms in of responding to questions and to our

members’ administrative needs.
3) Your administrative systems (claims processing, payment, etc) are efficient,
accurate and timely.

Your organization is not meeting our needs in the following areas:

1) You are not delivering affordable health care premiums.

2) Your rates of increase for premiums are high and unsustainable.

3) Your administrative fees are increasing at a rate that is also unsustainable. .

4) Your organization’s incentives do not align with the needs for affordable health care.

We would suggest the following:

1) BCBS needs to maintain its strengths in customer service and administration.
2) BCBS needs to further align its organizational goals with the needs of its members.
3) BCBS needs to align its internal incentives with the members’ needs and not just the

organization’s needs.
4) BCBS must direct its organizational resources and market share to insure that its
premiums will not increase at the same high rates in the future as they have in the

past.

Thank you for providing us this opportunity to share our thoughts with you. We would
welcome the opportunity to discuss this further if you so desire.

On behalf of the PERS Board,

Sparb Collins
Executive Director
NDPERS

¢: BCBS Board of Directors



North Dakota Sparb Collins

Public Employees Retirement System Executive Director
400 East Broadway, Suite 505 e Box 1657 (701) 328-3900
Bismarck, North Dakota 58502-1657 1-800-803-7377

FAX: (701) 328-3920 ¢ EMAIL: NDPERS-info@nd.gov e www.nd.gov/ndpers

Memorandum

TO: PERS Board

FROM: Sparb

DATE: May 13, 2009

SUBJECT: Member Bill Audit Program

As we look to the start of the next biennium we wanted to bring to your attention the

Member Bill Audit Program that has been a part of the PERS health plan for over ten years.

We have not reviewed this program for awhile so we wanted to share with you the

information on the program and some statistics so you could determine if you felt it should

continue or not for 2009-11. The program is described on page 58 of the SPD and states:
52  MEMBER BILL AUDIT

Upon receiving notice of a claims payment from BCBSND, the Member is encouraged to audit their
medical bills and notify BCBSND of any services which are improperly billed or services that the Member
did not receive. If, upon audit of a bill an error of $40 or more is found, the Member will receive a
minimum payment of $20 or 50% of the resulting savings for paid Covered Services up to a maximum
payment of $500.

To obtain payment through the Member Bill Audit Program, the Subscriber must complete a Member Bill
Audit Refund Request Form. Forms are available from Blue Cross Blue Shield of North Dakota’'s
NDPERS Service Unit.

This program does not apply when the NDPERS Benefit Plan is the secondary payor on a claim.

| asked BCBS how much the program has saved and the answer was: It is very hard to establish

this as each one is a different situation, it could possibly be that the entire claim was submitted in error of

which then we would base the refund on the formula or it could be just one line item that was billed in error or

could even be wrong units were billed and again we would base it on the below formula. | also asked for a

history on the program:



YEAR Acct COUNT Trans Amt

2003 Total 5023001 10 2,022.16
2004 Total 5023001 7 931.77
2005 Total 5023001 6 839.41
2006 Total 5023001 17 2,913.44
2007 Total 5023001 9 2,350.68
Grand

Total 49 9,057.46

In addition for 2008 the count was 4 for a total dollar amount of $423.
Please note that if you would determine not to continue the program their would be no

savings on our administrative costs.

Board Action Requested:

Determine if the Member Bill Audit program should continue for the 2009-2011 biennium.

Staff Recommendation:

Continue the program.



North Dakota Sparb Collins

Public Employees Retirement System Executive Director
400 East Broadway, Suite 505 e Box 1657 (701) 328-3900
Bismarck, North Dakota 58502-1657 1-800-803-7377

FAX: (701) 328-3920 ¢ EMAIL: NDPERS@state.nd.us e discovernd.com/NDPERS

Memorandum

DATE: May 13, 2009

TO: NDPERS Board

FROM: Kathy

SUBJECT: Disability Consultant Agreement

The contract with Mid Dakota Clinic for disability consulting services expires June 30, 2009.
The Board must determine whether to go out for bid or renew the present contract. Mid
Dakota clinic has indicated they wish to continue to perform these service for NDPERS at
the rate of $200 an hour for the July 1, 2009 through June 30, 2010 contract period. This
represents no increase in the hourly rate from the current contract period. A copy of the
clinic’s proposal is included for your information.

The amount paid in consulting fees for this contract period beginning on July 1, 2008
through April 2008 is $5,950 involving 30.5 hours of service and 52 cases reviewed. Staff
has been satisfied with the services provided by Mid Dakota and recommends that we
renew the disability consulting contract for the period July 1, 2009 through June 30, 2010 at
the rate of $200 an hour.

Board Action Requested

Approve or deny staff's recommendation.



RECEIVED
MAY 04 2009
ND PERS

Mid Dakota Clinic
PrimeCare

May 1, 2009

Kathy Allen

North Dakota Public Employees Retirement System
400 East Broadway, Suite 505

Box 1657

Bismarck, ND 58502-1657

RE:  North Dakota Public Employees Retirement System (NDPERS)
Disability Contract Renewal

Dear Kathy:

This letter is in response to your proposal for renewal of the disability
determination services contract for the period July 1, 2009 through June 30, 2010.
Mid Dakota Clinic does wish to continue to perform these services for NDPERS
at an hourly rate of $200.

If you have any questions, please feel free to contact me at 530-6006.

Sincerely,

ane Schlinger

MAILING PHONE LOCATIONS: Main Clinic, 401 N. 9th Street, Bismarck
PO Box 5538 701-530-6000 Center for Women, 1000 E. Rosser Avenue, Bismarck
Bismarck, ND 58506-3538 1-800-472-2113 University of Mary Student Health Clinic, Bismarck

Kirkwood Mall Clinic, 828 Kirkwood Mall, Bismarck
Gateway Mall, 2700 N. State Street, Bismarck

* Mid Dakota Clinic

+ Gateway Dermatology

+ Dermatologic Surgery, Cosmetic & Laser Center




North Dakota Sparb Collins

Public Employees Retirement System Executive Director
400 East Broadway, Suite 505 e Box 1657 (701) 328-3900
Bismarck, North Dakota 58502-1657 1-800-803-7377

FAX: (701) 328-3920 ¢ EMAIL: NDPERS-info@nd.gov e www.nd.gov/ndpers

Memorandum

TO: NDPERS Board
FROM: Kathy & Sparb
DATE: May 12, 2009
SUBJECT: Dental Renewal

Our group dental contract with CIGNA expires on December 31, 2009. The contract has been in
effect since January 1, 2007. Last year the Board accepted CIGNA’s renewal proposal for a 9%
premium increase for 2009 subject to a not to exceed cap of 18% for 2010. NDPERS in conjunction
with our consultant, Gallagher Benefit Services, requested a renewal proposal from CIGNA for
January 1, 2010. They are proposing an across the board increase of 9%. Included for your
information is the CIGNA proposal along with the experience report, renewal projection, and rate
summary and the renewal terms and conditions.

At this time, staff and GBS are in the process of finalizing negotiations with CIGNA regarding the
proposal. We expect to provide the Board with additional detail and a recommendation at the
meeting.



Scott A. Shultz, RHU
Senior Client Manager
CIGNA Ssales

April 27, 2009

Kathy Allen 3900 E. Mexico Ave.
Benefit Program Manager Suite 1250
Denver, CO 80210

400 East Broadway, Suite 505
Bismarck, ND 58502-1657

RE: 2010 CIGNA Dental Renewal
Dear Kathy:

I look forward to working with you to ensure a smooth renewal and open
enrollment for the members of NDPERS. Enclosed are the CIGNA dental
renewal rates effective January 1, 2010.

Last year when we provided the 2009 renewal rates, CIGNA was committed to
providing NDPERS with a 2010 renewal increase of less than 18%. With a
stabilization of the utilization, CIGNA is able to provide a renewal
increase far less than 18%. The needed increase for January 1, 2010 is
9%.

Enclosed for your review are the renewal rates, the rate calculation form
and Proposed Renewal Terms and Conditions. Also included is the monthly
detail experience report. While the overall utilization is still very
high at 96.5%, is has dropped from a May 2008 high of 112%.

There are two things that NDPERS might consider to realize 2010 savings:

e First would be to move the reimbursement allowable for 90% of usual
and customary to 80%. That would save 1.5% or about $70,000
annually.

e Second would be to remove some lines of structure. There are
currently 660 billing lines, many of which have no membership.
Eliminating those lines without membership could save up to an
additional 1% or $45,000.

I would welcome the opportunity to discuss the renewal with you. Please
feel free to call me if you have any questions. Thank you for allowing
CIGNA to be of service to NDPERS.

Cordially,

Scott A. Shultz, RHU

CC: Bill Robinson, Gallagher Benefit Services



NORTH DAKOTA PUBLIC EMPLOYEES RETIREMENT
MONTHLY HEALTHCARE DETAIL EXPERIENCE REPORT

January 2007 thru March 2009

Reported Claims: Dent Elig,

TOTAL AUTO TOTAL NON-

PRODUCT TYPE YTD/MONTH TOTAL CLAIMS TO;S:;SIIS:\_AED TOLAALTII'SSS TOTAL SUBS TOTAL MBRS ADJUDICATED AUTO ADJ TOTAII:”\?EESRVICE
SERVICE LINES SERVICE LINES

DIND Jan-07 $110,490 $260,326 42.4% 4,793 9,826 1,947 546 2,493
Feb-07 $224,458 $260,612 86.1% 4,866 9,996 3,077 1,073 4,150
Mar-07 $287,839 $260,294 110.6% 4,904 10,090 3,771 1,102 4,873
Apr-07 $292,804 $262,077 111.7% 4,798 9,839 3,870 1,119 4,989
May-07 $305,484 $263,346 116.0% 4,719 9,662 4,061 1,101 5,162
Jun-07 $266,791 $264,460 100.9% 4,701 9,644 3,501 935 4,436
Jul-07 $230,902 $264,362 87.3% 4,762 9,725 3,121 916 4,037
Aug-07 $281,375 $272,039 103.4% 4,882 9,988 4,165 1,055 5,220
Sep-07 $234,620 $277,665 84.5% 4,964 10,123 3,342 754 4,096
Oct-07 $248,566 $278,739 89.2% 4,977 10,029 3,658 862 4,520
Nov-07 $256,202 $279,607 91.6% 5,026 10,111 3,794 717 4,511
Dec-07 $263,332 $279,429 94.2% 5,053 10,151 3,649 916 4,565
Jan-08 $313,614 $296,902 105.6% 5,268 10,768 4,017 1,180 5,197
Feb-08 $334,415 $298,067 112.2% 5,311 10,830 4,175 1,211 5,386
Mar-08 $334,884 $298,783 112.1% 5,316 10,844 4,193 1,219 5,412
Apr-08 $307,226 $301,024 102.1% 5,355 10,921 4,241 973 5,214
May-08 $341,160 $302,870 112.6% 5,386 10,977 4,407 996 5,403
Jun-08 $294,655 $304,368 96.8% 5,391 10,989 3,725 1,124 4,849
Jul-08 $281,642 $305,131 92.3% 5,406 11,019 3,876 823 4,699
Aug-08 $303,525 $307,003 98.9% 5,458 11,119 4,375 868 5,243
Sep-08 $271,743 $311,689 87.2% 5,556 11,300 3,535 991 4,526
Oct-08 $302,738 $312,481 96.9% 5,562 11,290 4,251 1,058 5,309
Nov-08 $261,922 $313,971 83.4% 5,579 11,330 3,737 799 4,536
Dec-08 $300,102 $314,988 95.3% 5,584 11,332 4,003 976 4,979
Jan-09 $335,426 $355,559 94.3% 5,761 11,780 4,769 979 5,748
Feb-09 $340,419 $355,100 95.9% 5,754 11,753 3,958 1,357 5,315
Mar-09 $351,033 $356,340 98.5% 5,759 11,776 4,228 1,115 5,343

PRODUCT TYPE Total $7,677,367 $7,957,231 96.5% 140,891 287,212 103,446 26,765 130,211



Account Name: North Dakota Public Employees Retirement

Effective Date : 01/01/2010 - 12/31/2010

Description :

Indemnity Dental

FFS Claims PEPY
Experience Period FFS Paid Claims
| Average Subscribers
= Annualized FFS Claims PEPY
Trend
Annual Trend %
Number of Months
x Effective Trend Factor
= Trended Annual Claims PEPY
x Projected Number of Employees (Current Lives)
= Trended Annualized Claims Total
x Change in Liability
= Total Annualized Projected Claims (Incurred)
Total Projected Claims
/ Claim Fluctuation Corridor % (1-CFC %)
= Total Projected Annual Claims w/ CFC
Projected Experience Rated Premium
Expense ($ amount)
Expense (% of Premium)

= Projected Annual Experience Rated Premium - Total
= Projected Annual Experience Rated Premium - PEPY

Projected Experience Premium Need
Current Total Annual Premium
Projected Rate Adjustment %

05/15/20091:40 PM

$3,691,590
5,472
$674.62

4.58%
22.0
1.0856
$732.35
5,759
$4,217,583
1.0065
$4,244,997

0.00%
$4,244,997

$419,835
9.00%

$4,664,832

$810.01

$4,276,079
9.09%



Rate Summary
Account Name: North Dakota Public Employees Retirement
Effective Date : 01/01/2010 - 12/31/2010

Description : Projected Monthly Current Billed Rate Proposed Billed rate Rate Need
Enrollment

Proposed: Indemnity Plan

Current: Indemnity Plan

EE 2,792 $35.10 $38.29 9.09%

EE + Spouse 1,372 $67.76 $73.92 9.09%

EE + Child(ren) 372 $78.64 $85.79 9.09%

EE + Family 1,223 $111.30 $121.42 9.09%

Annualized Total 5,759 $4,276,079 $4,664,832 9.09%

Benefit recommendation: move R&C from 90th to 80th is a -1.5% reduction to rates.




PROPOSED RENEWAL TERMS AND CONDITIONS
A. General Terms of this Renewal Proposal

Connecticut General Life Insurance Company (“CG”) is pleased to present this proposal for renewal for
an insured group dental, benefit plan (the “Plan’) sponsored by North Dakota Public Employees
Retirement Systems. This proposal is valid for 120 days from its original date of release, 4/23/2009. Any
revisions or updates made to this proposal will not renew this valid timeframe unless expressly
communicated by CG.

Renewal Caveats
CG may revise or withdraw this renewal proposal if:
o there is a change to the effective date of the quote
e Plan modifications are requested
o there is a change in law, regulation, tax rates, or the application of any of these that affects CG’s
costs
less than 200 employees or less than 50% of total eligible employees enroll in the Plan

e enrollment varies by more than 15% percent from at least one of the following enrollment levels:
5749 total.

commissions are requested to be different than 0%
e itisrequested to interface with a third party vendor
it is not the exclusive provider of Dental benefits.

B. Scope and Application of this Proposal

Unless otherwise indicated, this Proposal:
e supersedes and renders null and void any prior CG offer or proposal with respect to the Plan





