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2003 SENATE STANDING COMMITTEE MINUTES 

BILURESOLUTION NO. SB l060 

Senate Government and Veterans Affairs Committee 

IJ Conference Committee 

Hearing Date 01/16/03 

Nwnbet Side A SideB 
X 

X 

Commjttee Clerk Si 

Minutes: 

Meter# 
3710 to end 
0-1652 

Q Se••tor Kare.- Kreb•b•ch, Cbalrm.• opens SB 2060. all senators present. 

RepreteJ».tatlve Bette Gr•JJde from Fargo, ND, District 41. SB 2060 has come out of PERS. 

She is offering amendments for this bill, She would like Spatl>s Collins to explain SB 2060 fi~t. 

Sp•rbt com.a, ,,om ~\e J>uhU.c Ear.ploy• RetlremeJJt System (PERS), (testimony attached) 

(Additional information attached) 

Se,a•tor ~eb,.,•cJJ : Questions? 

Se••tor Brow,-: Ate you having problems with Blue Cross Blue Shield(BCBS)? 

S. Co~•: The rate of increase is coming up. We would like to figure what to ,fo to try to 

mediate the future costs. Hopefully this will. No, we aro not having problems with BCBS. 

Se,-ator NeJ,o»: The fiscal note attached is over $50,000 and should go to appropriations. 

Those are health system funds, not general funds. And you would be cover 1he cost? 

1 Sea,,tor J(reb1bacJ, : General funds, is there any comments to fiscal notef1. 
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Page2 
Senate Government and Veterans Affairs Committee 
Bill/Resolution Number SB 2060 
Hearing Date 01/16/03 

Senator Dever : If a present. employee moved from 20 hours to 171 /2 hours would they be 

grandfathered into the health benefits? 

S. Collins: Yes, if it was before August 1, 2003. 

Senator Nelson: How many people fall into the gap of 20 hours to 17 1/2 hours? 

S. Collins: I do not know offhand. 

Senator Nelson: For examples teachers in the university system. 

S. Collins: We did not hear back from the university systems. 

Senator Nelson: I like to stand up for a group of people who are not covered to have a status in 

any group. I wanted to put a word in for them. 

Senator Krebsbach: Any further questions? Rep. Grande.,, 

,.,---,, Rep. Grande: (Attached purposed amendment) We want to make sure that once a providers 

network is used by the PERS board, so it is not sold. So the state is not becoming a competitor of 

a private industry. so the state would not sell this for example to AETNA and say go ahead and 

use our provider network and be able to compete with the state, 

CONTINUE ON SIDE B 

Senator Krebsbach : Looking at amendment the last sentence, unless otherwise approved by the 

legislative assembly, for the selling of this list, 

Rep Grande: Correct and that just being that it would come through the assembly to whether a 

PERS board should enter into a competitive market. If you wish you could put it us approval by 

the employee benefits committee but I didn't want to narrow that scope, 

Senator Krebsbach : The legislative assembly would be approving this amendment and the bill 

so what further action .. 

... _ .. ___ ... _____ .............,......,._.,__ ___________ , ___ •···· .. ·· .. · .. ,, ······ ~--· 
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Page 3 
Senate Government and Veterans Affairs Committee 
Bill/Resolution Number SB 2060 
Hearing Date 01/16/03 

Rep. Grande: 6 to 8 years from now when a provider network would be working and the PERS 

board say we have a good thing going here and lets test it and sell it off this list to the market 

place. This amendment says that PERS board would say this is our provider list and proceed to 

go before assembly again before they could themscl ves make any decisions. 

Senator Brown: Why would we want to sell providers list. We have a company in the state that 

has spent a lot of years and a lot of money developing a provider network and now we want to 

spend state dollars to develop the same kind of a network and then sell it. 

Rep. Grande: That is why I want this provision in here, I don't ever want to see the state sell 

this, 

Senator Brown: Then why don't we say that. 

Senator Krebsbach : If we close that door pennanently and then down the road they would want 

to they would have to come to the legislature before they would do anything. 

Senator Brown: I am concerned that it isn't what this says ... 

Senator Krebsbach : Lets just eliminate the last few words, 

Senator Brown: Mr. Colleens on page 4 it says if self insured are you self insured now and why 

are you not self insured now? And if you are not but were before why would you want to try it 

again. 

S. Collins: We have arrangement with BCBS there are advantages and disadvantages to being 

fully insured and self insured. 

Senator Krebsbach :I am interested in the preferred provider list, did we not at one time have 

preferred providers throughout the state PERS system? 

S, ColHns: Yes it does and about 95 to 98% providers in the state arc on that. 

-····-·-... ·-~- .......,.......,.. ______ _ 
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Page4 
Senate Oovenunent and Veterans Affairs Committee 
Bill/Resolution Number SB 2060 
Hearing Date 01/16/03 

Senator Krebsbach : further testimony in favor of SB 2060 

l'om Tupa, Association of Former Public Employees, I would like to say that we support this 

bill. 

Senator Krebsbach: Any further testimony neutral. .. in opliosition to SB 2060. 

Former Senator St. Austvln: We don't have any position on thts as long as it is equal and fair to 

all companies, we want to have the same opportunities as the rest do and if we do we have no 

opposition to this bill. 

Senator Krebsbach : Any other further testimony in neutral, or opposition. 

Closed SB 2060 

··••·----------------·~--·· $ ••••• , .................... ......,..... ................... ----~--••' --~---•-•···~·- ·- ~ •• 
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2003 SENATE STANDING COMMITTEE MINUTES 

BILL/RESOLUTION NO. SB 2060 

Senate Government and Veterans Affairs Committee 

□ Conference Committee 

Hearing Date 01/30/03 

Tape Number Side A I - ·-
-
Side B Meter# 

Tape 3 X I 4570-5190 -

Committee Clerk Shmature 

Minutes: 

Senator Karen Krebsbach reopens SB 2060. All senators present. 

Senator Krebsbach goes over bill. 

Senator Brown: I am very opposed to a state agency trying to eliminate the bidding process. 

This specific example they are saying that BCBS is the only bidder, Yes, that has been the result. 

BCBS, when they bid ti did 11ot know they were the only bidder. They are not the only qualified 

bidder, Why do they want to go to that expense when bidder has already done it. 

I would speak agE\inst this change. Section S of this bill. I would never speak r,gainst a wellness 

program and I think that part of it is a great idea. 

Senator Wat·dner: If they w1~re going to out and try to find providers it is going to cost a lot of 

money to do that is it not. 

Senator Kr~bsbach : there is a fiscal note. 
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Page2 
Senate Government and Veterans Affairs Committee 
Bill/Resolution Number SB 2060 
Hearing Date 01/30/03 

Senator Wardner :I think that we should go and work on an amendment and go over this 

tomorrow. 

Senator Krebsbach: Senator Brown and Senator Wardner will take care of amendment and 

have further discussion tomorrow. 

Closed 2060 

~··-·---........- . .... . ......,......,.... __________ _ 
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2003 SENATE STANDING COMMITTEE MINUTES 

BILL/RESOLUTION NO. SB 2060 

Senate Government and Veterans Affairs Committee 

□ Conference Committee 

Hearing Date 01/31/03 

-TaoeNumber Side A Side B Meter# 
Tape 1 X 1140-1920 

Committee Clerk SiQllature .___. 

Minutes: 

Senator Karen Krebsbach, Chairman reopens SB 2060 

Senator Wardner and Senator Brown presents amendment to committee. 

Senator Brown moves to pass the amendment 

Senator Wardner 2nd 

6 yes ONo 

Hold until next week for final vote 

I 

i 

~J 



► 

, 

0 
2003 SENATE STANDING COMMITTEE MINUTES 

BILL/RESOLUTION NO. SB 2060 

Senate Government and Veterans Affairs Committee 

□ Conference Committee 

Hearing Date 02/07 /03 

Tape Number Side A 
Tape 1 

Committee Clerk Signature 

Minutes: 

SideB 
X 

Meter# 
132-415 

.---~·,,.\ Senator Karen Krebsbach, Chainnan reopens SB 2060. 

L 

Senator Krebsbach: Senators Wardner and Brown worked on amendments and we took action 

on tho amendments already. 

Senator Brown moves to Do Pass as amended 

Senator Dever 2nd 

6 Yes 0No 

Carrier:Senator Brown 

·•·-·-•..,_,.._ ________________ ,_ __ Ml-t -t.ii•lllllelillJ I, •• ..._._,. _____ ... _ _..,.,._,_, •. ~,.,,_, 
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FISCAL NOTE 
Requested by Legislative Council 

02/12/2003 

Amendment to: SB 2060 

1A. State flacal affect: Identify the state fiscal effect and the fiscal effect on agency appropriations compared to 
~ di I I d i I I I un na eves tin annroor. at ons ant otoated under current law. 

2001-2003 Bf annlum 2003-2005 Biennium 2005•2007 Biennium 
General other Funds General Other Funds General Other Funds 

Fund Fund Fund -Revenues 
Expenditures 
Appropriations 

1B, County, cltv. and school district fiscal affect: ldentlfv tha fiscal effect on the aooroprlate po/It/cal subdivision. 
2001-2003 Biennium 2003•2005 Biennium 2005-2007 Biennium 

Schonl School School 
Counties Cities Districts Counties Cities Districts Counties Cities Districts 

2. Narrative: Identify the aspects of the measure which cause fiscal Impact and Include any comments relevant to 
your analysis. 

As amended this bill would have no fiscal lmplloatlons. 

3, State fiscal effect detall: For lnfonnatlon shown under state fiscal effect In 1A, please: 
A. Revenues: Explain the revenue amounts. Provide deta/1, when appropriate, for each revenue type and 

fund affected and any amounts Included In the executive budget, 

B. Expendlturts: Explain the expenditure amounts, Prov/do detail, when appropriate, for each agency, tine 
Item, and fund affected and the number of FTE positions affected, 

C, Appropriations: Explain the appropriation amounts. Provide de tall, whM appropriate, of the effect on 
the biennial appropriation for each agency snd fund affected and any amounts included In th~ executive 
budget. Indicate the relationship between the amounts shown for expenditures and appropriations, 

Sparb Collins 

Phone Numbtr: 

Agency: North Dakota Public EmployP.dS 
Retirement Sys_te_m ______ _ 

Date Prepared: 02/13/2003 ----,.L.-~~..i----
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were flll!'led in the regular course of business, The photographic process meets standards of the American National Standards lnttttute 
(ANSI) for archival microfilm. NOTIC 1 11 the fll/Md fmage above fa lesa legfbto than this Notfce, ft fti due to the quality of tht 
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BIii/Resolution No.: SB 2060 

FISCAL NOTE 
Requested by Legislative Council 

01/02/2003 

1 A. State fiscal effect: Identify the state fiscal effect end the fiscal effect on agency appropriations oompareo' to 
fi di I I d ' ti I l d d I un na eves an aooropna ons ant cfpate un er cuffent aw, 

2001 .. 2003 Biennium 2003-2005 Biennium 2005-2007 Biennium 
General other Funds General Other Funds General Other Funds 

Fund Fund Fund --
Revenues 
Expenditures 
Approprf atlons $132,561 $132,561 ,_ 

1 B, County, city, and school dfsti'lct fiscal effect: /dent/Iv the fiscal effect 011 the aDD, 10 rlate olltlcal subdivision. 
005-2007 Biennium 2001 .. 2003 Biennium 2003-2005 Biennium 

School School 
Counties Cities Districts Counties Cltli•s Districts 

2 

Co untie~: Cttles 
School 

Districts 
~--t-----1 

2. Narrative: Identify the aspects of the measure which e,ause fiscal Impact and Include any comments relevant to 
your analysis. 

Sections 4, 5 & 6 nf the bi11 propose several provisions: l) to create more competition for the group health 
insurance plan and 2) to establish an employer based wellness program. The provisions arc intended to help 
reduce the rate ,)f increase in plan costs. The competitivcnesa proposals authorize PERS to establish an 
independent provider network and alter the bidding requirements. Establishing an independent provider 
network will require developing and negotiating seperate provider contracts with all North Dakota 
providers. Altering the bidding requirement will allow us to more actively so1icate interest by other vendors 
in the PERS plan. Half of the above appropriation is for this effort. The second provision is to set up an 
employer based wellness program. The incentive for the employer is their premium wculd be lower if they 
have an employer based wellness program. PERS would set up the types ofwellnes~ programs that would 
qualify and work with/monitor the employers in establishing their on site programs. Half of the above costs 
arc for staffing to assist in the development of this program. 

3, State fiscal effect detail: For Information shown under state fiscal effect In 1 A, please: 
A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and 

fund affer:ted and any amounts Included In the executive budget. 

B. Expenditures: Explain the expenditure amounts. Provide detall, when appropriate, for each agency, llne 
Item, and fund affected and the number of FTE positions affected. 

The above amount is for l FTE und the requested amount brenks out as follows: 

Salaries & Wages $87,372 



II 

L 

Operating 

Equipment 

$40,489 

$4,700 

C. Appropriations: Explain the appropriation amounts. Provide detall, when appropriate, of the effect on 
the biennial appropriation for eaG'h agency and fund affected and any amounts Included In the executive 
budget. Indicate the relationship between the amounts shown for expenditures and appropriations. 

Name: Sparb Collins Agency: Public Employees Retirement System I 
Phone Number: 328-3901 Date Prepared: o 11osI2003 I 
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30059.0301 
Tltle, 

Prepared by the Legislative Councll staff for 
Representative Grande 

December 12, 2002 

PROPOSED ;.\MENDMENTS TO SENATE BILL NO. 2060 

Page 4, llne 31, after the underscored period Insert ".If the board develops a provider networ~ 
by negotiating and contracting with health care providers and associations. the provider 
network may only be used by the board and not by an Insurance com'2aDY seeking 
access to the board's provider network unle~otherw!se appr ~ved by the legislatl'ttl 
assembly,." 

Renumber accordingly 

Page No. 1 30059.0301 
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Date:\)31 lo·, 
RolJ Call Vote#: ( 

2003 S• ~ATE STANDINtJ COI\1J\11TTEE ROLL CALL VOTES 
BILL/RESOLUTION NO. '1 ()(a() 

(7\ cJ_y-y,_(J._('\.J· 

Senate Government nnd Veteran Affairs ~ 

0 Check hero for Conference Committee 

Legislative Council Amendment Number 

Action Taken 

Motion Made By 

ho~ o.~d..~\-

__ Y ...... J~'CDW'f';;__ __ Seconded By ~Q.J/J,)...Y\RX 

Swnators -- Yes~ No Senators 
Senator Karen Krebsbach, Chr. ✓ ./ Senator April Fairfield 
Senator Dick D~ver, Vice Chr. ./ Senator Carot~~elson 
Senator Richard Brown ✓ ./ -Senator Rich Wardner \/ -

-
-

.. -
-

Committee 

Yes_,., No 
/ .._ 

v 

,_ 

--
-

Total 

Abseut 

(Yes) --~lo- No -"'-D _____ _ 

0 
Floor Assignment 

\ If the vote is on an amendment, briefly indicate intent: 
) 
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30059.0302 
Tltle.0400 

Prbpared by the Leglslallve Council staff fo/J(/1/ 
Senator Brown ''--/ 

1 

'? 
January 30, 2003 ?ti~ ,o 

PROPOSED AMENDMENTS TO SENATE BILL NO. 2060 

Page 11 llne 2, after tho semicolon Insert "and" 

Page 1, llne 4, remove "64-52.1 ·04, 54·52.1-04.2,° 

Page 1, llne 61 remove ''i contrncUng for group Insurance coverage." 

Page 1 1 line 7, remove 11
; to provide an appropriation; and to provide a continuing" 

Page 1, line 81 remove 11approprlatlon 11 

Pag~ 3, remove lines 9 through 29 

Page 4, remove !Ines 1 through 31 

Page 61 remove lines 11 through 1 S 

· Renumber accordingly 

Page No. 1 30059.0302 
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Date: ~/7 /j ~ 
Roll Call Vote#: 5'° 

2003 SENATE STANDING COl\11\UTTEE ROLL CALL VOTES 
BILL/RESOLUTION NO. 

Senate _ Government and Veteran Affairs 

D Check here for Conference Committee 

Legislative Council Amendment Number d-{) {I}. /) M 

Action Taken 

Committee 

Motion Made By -~--------- Sr.condcd By ~ ---=----------
Senators Yes No Senators 

Senator Karen Krebsbach, Chr. ✓ Senator April Fairfield 
Senator Dick Dever, Vice Chr. ,/ Senator Carolyn Nelson 
Senator Richard Brown ,/ . 
Senator Rich Wardner v 

'""-

' 

-

Total 

Absent 

(Yes) ____ _..L-l!-4 __ No _o ______ _ 
0 

Floor Assignment {%,u-w,v 

Yes, No 
✓ 
i/ 

. 
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-··-----------------

) If the vote is on an amendment, briefly indicate intent: 
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REPORT OF STANDING COMMITTEE (410) 
February 1 o, 2003 3:60 p.m. 

Module No: SR-26·2186 
Carrier: Brown 

Insert LC: 30069,0302 Tltle: .0400 

REPORT OF STANDING COMMITTEE 
SB 2060: Government and Veterans Affairs Committee (Sen. Krebsbach, Chalrmdn) 

recommends AMENDMENTS AS roLLOWS and when so amended, recommends 
DO PASS (6 YEAS, 0 NAYS, 0 ABSENT AND NOT VOTING). Sl:1 2060 was placed 
on the Sixth order on the calendar. 

Page 1, llne 2, after the semicolon Insert "and 11 

Page 1, line 4, remove 1154-62.1-04, 54-52.1-04,2," 

Page 1, llne 6, remove ", contracting for group Insurance coverage/ 

Page 1, llne 7, remove 11
; to provide an appropriation; and to provide a contlnulng 11 

Page 1, line 8, remove "appropriation" 

Page 3, remove lines 9 through 29 

Page 4, remove lines 1 through 31 

Page 6, remove llnes 11 through 15 

Renumber accordingly 

(2) DESK, (3) COMM Page No. 1 SfH6·2165 

-----•-•-••---------••
4 •-----..,---•n•-•-••----0.,1,•---------·~--4--•--·--·-·• ,,._ .. , .. •- ... ---·-· 

Th• mlcrographfc lmagH on thl• fflm are ewcurete reproductions of records delivered to Modern tnformatfon Sy&tetl'IS for mlcrofflmlno and 
were filmed fn the regular course of bus111eu1. The photogra,:ihlc proces• meet• atandarda of the Amerfoan National Standarde lnttltutt 
(AMSl) for archival microfilm, NOTIC,, If the filmed fmag~ abo~• Is less legible than thlA Notice, ft fa due to the quality of tht 
doclM!'lt being fflffltd. ~I') (?, ~ J J J 

~ -l 1 EC~--_ 10 Is 1():3 ope · o , slinat'urt'& ) I , <:: ' Date 
.J 



2003 HOUSE GOVERNMENT AND VETERANS AFFAIRS 

SB 2060 

The micrographf c Images on t~fs ftlm tire accurate reproductions of racords dolfvered to tiodern Information Syst~ for rnicrofHmlng and 
were filmed In the regular course of business, The photographic process meets standards of the American National Standards Institute 
(ANSI) for archival microfilm, NOTIC,1 If the filmed Image above is les8 legible than thfs Notice, ft fs due to the quality of the 
®CIJIIOl'\t b61ng filmed, l.~--:' ~ 1 

1 

_ ,. ,,, ·1, ~ / } J:P. _ Jc.1 j(1c -'-~-11.2\ 10 ~ 1s lo3_ 
Ope o & s gnature . Date 



II 

L 
t 

2003 HOUSE STANDING COMMITTEE MINUTES 

BILL/RESOLUTION NO. SB 2060 

House Government and Veterans Affairs Committee 

□ Conference Committee 

Hearing Date 3-13-03 

Tape Number Side A Side B 
1 X 

2 X 

2 X 

Committee Clerk Signature (.] (JJ,.. 

Met~r # 
15.0-end 
45.3-ond 

0-end 

Minutes: Chainn1111 Klein: ope2 he~g on SB 2060. All committee members were 

\ present. 

Sparb Collins. Executive DireQtor of Public Employees Retirement System: appeared in support 

of SB 2060 and provided a written statement (SEE ATTACHED TESTIMONY). 

R.m2,resentative Klein; when the employee is eligible for retirement does he pay the full cost of 

the health insurance plan or a reduced cost? 

Sparb Collins: when a employee retires at 65 or more they go on the retiree plan, and then the 

retire0 plan costs are based upon that pool experience and they pay the full cost of that premium 

except for PERS plan. 

Representative Kasperi when the employee retires on the health insurance benefit, does the PERS 

plan coordinate with Medicare or Medicaid federa] plan that the ::-mployees oligible to a reduced 

cost of the plan or the full plan like they had before retirement? 
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Sparb Collins: if your eligible for Medicare then VIC become a secondary plan except for 

prescription drugs, because the pC:lrs plan does have prescription drugs coverage by the retirees. 

Representative Kaspec did you look at the discrimination problems that are potential in section 4 

for this wellness program, and do you have a ruling from attorneys that this will not violate 

HIP AA discrimination requirements? 

,S.narb Collittsi our consultants did advise us that there are these requirements that are going to 

have to be considered by us when we do the actual design of the program, when we implement 

this what we are going to have to do i.~ take those discrimination requirements into consideration 

of that program. 

Representative Sitte: wondering about the small businesses out there, who find themselves in a 

.~------" similar situation so would there be anyway that the state could set up that preferred provider 

network that would allow businesses to utilize it as well? 

,Spg.rb Collins: that would be something that we would need your direction on. 

Representative Kasper: going back to section 3, is this an expansion now of what is presently 

allowed under l:ltatute or is this a clarification? 

Sparb Collins: it is not an expansion of what is there what we are trying to do is establish 

additional criteria for joiningt so its all the same political subdivision would now bo able to join 

the plan but now lets say the board would establish a political subdivi8ion establish a minimum 

employer contribution of health i11surance of $50.00, now anybody coming onto the plan would 

need to pass that threshold in order to be eligible. 

Representative Klein;. I noticed that you have taken out the FTE an additional funos to he 

required. 
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Sparb Collins: we did again with the right commission it will probable take us longer to do this 

but with the authorization we will start working on it. There isn't necessarily a time frame for 

implementation of this, 

Representative Potter: has there been nny thought to self insurance? 

Sparb Collins: yes, as a matter of fact we have, by being fully insured the big advantage you have 

is when at the end of the contract period the amount you paid in premiums is your total liability. 

Being self insured of course at the end of the period if you have more expenses then you do 

premiums your on the hook for the rest of that dollar amount. 

Rm,resentative Klemjnj, can you give me an example of the wellness program? 

,Srulrb Collins: what we are talking about here is PERS working with the health department 

would set up kind of a overall concept of what health wellness program and we would put the 

incentive to the agency doing health screening tests, encourage our employees to walk, what we 

are saying here is that there would be an array of programs on site. 

Carl Rocko. North Dakota Aosociatiqn of Insurance and Financial Advisors: we are here in 

support of the three amendments, on this bill I have been in the business personally about 3 3 

years and I can't think of any company that I've worked with that haH not had another bid on their 

group insurance in over 20 years. The whole purpose from our perspective is competition is 

good in business, good for our consumers, good for the people in PERS, the fonrial bidding 

process is so formal that it does exclude other organizations from coming in. I write for Blue 

Cross Blue Shield, my families on Blue Cross so this is not a Blue Cross bashing in anyway. 

When the numbers are out with Blue Cross that 94% of the money that they talce in are going out 

for actual claims, if Blue Cross was paying out 94% of every dollar it claimed aft.er this is being 
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adjusted can you see how no other company really could come in and be paying the full amount 

of that cost. But I think the question here is actually broader then dealing with the PERS issue, 

Hs ending up with competition to have more PPOs in the state of North Dakota. I think these 3 

amendments should be allowed to be put on. 

Representative Grande: wheu you talked about Mutual of Omaha leaving why did they not set up 

their own provider network? 

Cm:1 Rocko: from my experience companies tried, but whether it be population based, or just the 

effort that it takes, so rm not sure there really is an incentive for them to say lets bring in all of 

these providers because in essence they would be getting less money. 

Rod St. Aubyn, Blue Cross Blue Shield: I'm really not opposed to the bill, its really has been 

more of a discussion of the amendments and based on several of the questions that have been 

askedt I want to enlighten the committee first of all the aspect wh~ther you bid whether you 

negotiate that really a public policy decision that the legislature won't ~ven make. We don't have 

a specific stand on that one way or another, our only argument is whether it is a fair process. 

People need to understand under the pers plan verses other insured plans. We are able to 

purchase $.92 on every dollar toward a claims and 8% administrative fees, and I would 

challenge you to find other companies that have that o/o of ratio, we are very proud of that, Under 

the PERS plan, they used to be self insured they do have that authority right now, Under the 

current PERS plan our contract instead of the 8% its a little over 4% and a 1 % risk factor. If there 

is any under writing gain as far mention in other words if for example claims are less then what 

the premiums are we share the first $1,000,000.00 of underwriting gains. If it is the opposite way 

all of a sudden we have higher claims then what we have as premium we took the full loss, the 

• 
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state doesn't accept any of that. Yes, it may ('ffect future bids, that is a reality, so I want to stress 

that you have a very good deal us it is right now, The provider network has evolved over many 

years and at a cost of millions of dollars, we have a little bit of a problem if your talking about 

estahtishing a provider network, other companies think that they can just come into the company 

tag onto some other provider network, and be able to offer products to the outside. 

How fair is that to the company that has invested the money into that. Your going to have the 

expense of developing that provider network. How many providers have you heard in your 

district that said, you know Blue Cross really pays us to much. Its a very complicated process the 

provider network, we have 200 employees, I think its much more difficult then when Sparb was 

saying we will do it with existing staff, you will not have a provider network in the next 6 years 

with existing staff. 

RQl?resentatiye Kasper: the amendments that pers has purposed does limit that provider network 

to tht' exclusive use ofpers a1one does it not? 

Rod St. Aubm: I don,t know but the point is we are not opposed to that if you want to establish 

something strictly for pers and 110 one else that is something you can consider. I have a little bit 

of concern, why should the state have to pay money for something companies have no restriction 

what so ever that they couldn't do right. 

Re_presentative Ka.qper: going back to how the dollars are shared1 in the PERS plan now the 

profits and losses, do you have a reserve for the losses, are do you have to increase the premiums 

in the private sector for tho losses? 

Rod St, Aubyni its really pooled in our over all pool und so our private market would have to 

fund part of that as well. 
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Representative Devlin: made a .PO PASS motion on SB 2060, 

Representative Kasper: what are we going to do about the amendment? 

Representative Klein: I thought Sparb had FTEs in there from additional money that he wanted 

to do this which got taken out, then he came with the amendments without the FTEs I believe, or 

the additional money I don't know how h~ is going to do it without the man power and the 

money to do it. 

Representative Kasper: the issue here I think is much bigger then how he does it, when this 

network was set up with Blue Cross right now Sparb was the person who went out and 

negotiated the network in the first place, and he did it on his own time and it took him 6 years to 

do it. He has a history and a knowlutge of how to do it and whether it takes 2 years or 6 years I 

don't think is the issue~ the bigger issue to me is do we want to have competition in the state in 

employees health insurance plan or don ,t we, because this is currently set up without PERS 

controlling the network. There is no competition and there wi11 be no competition, if PERS get a 

handle on that network so that it is there own network, the network that they currently have will 

become the network that PERS will control and not much will change, except who signs the 

contract and who has the ability to use the network. When a private insurance carrier wants to 

bid in the future if PERS has the network that network then under confidentiality agreement 

would be allowed for the private insurance carriers to look and say based upon this pricing, the 

private insurance carriers will be able to use the same pricing system and be able to compete on a 

fair basis, right now there is no opportunity to compete so there for we get what we got, this is 

not an indictment against Blue Cross, and I want the t'ecord to be clear, they have done a good 

job in penetrating the market but they are to the point there is very little competition, this will 
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help keep the priers down not only for the PERS, but also for the private sector. So thflt 

amendment whether it takes 6 years or 60 years sends a message and if PERS can~t get 

something done in the next biennium that is meaningful then it can be looked at again whether or 

not you want to put some money into it. 

~resentative Sitti.,: I would have to agree with Representative Kasper. It could really help Blue 

Cross because maybe prime care is charging to much in a certain area, when they don't have a 

competition they are at the whim of the big medical providers as well. I think it helps the entire 

system. 

Rmn:esentative Williams: what are we risking ifwe pass this bill with the amendments? 

Representative Klein: looking at the original bill, there was an appropriation of$132,000.00 to 

.•-.. \ start this thbg going, so I would say are we risking taking money out of that system to set up a 

competing system, I would be hesitant to spend money on something that I don't know whether I 

would get a return. Are we going to spend $132,000.00 every biennium to study immething that 

may or may not give us some return. 

Representntive Kwper: there is no appropriation, what Sparb said is that he will ndd that on to 

his duties, so lets not get the issue confused, the1·e is no appropriation. 

Representative Klein: I understand that but at the same time somebody has to do that work, and 

what is he going to do, maybe we should take away some of his FTEs ifhe Has that much time. 

Somebody has got k> do this work. 

Representative Haas: that's absolutely right, you can't do this without a huge amount of time 

commitment and expect to get it done, what will happen is if we pass the amendment then 2 
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years from now they will be back and say welt you know you told us you wanted us to do this, 

but we just can1t get it done, and there will be FTEs in the budget, you can count on it. 

We don't have enough people in the state for an outside company to come in here, and really 

develop a comprehensive provider network other then the one we have. 

Rural hospitals are in desperate shape with regard to receiving enough money to keep on going 

to provide services. 

Re.presentatiye Devlin: I don't want to be in the game, of, we are going to subsidize them with 

state tax payers dollars to set up a network. 

VOTE; 'Z=:IES. 7-No 0-ABSENT. 

Motion failed. 

Representative Williams: I move we move the amendments for SB 2060, 

Re,presentative Potteri SECOND the amendments. 

Re_presentatiye Orandei I would like to amend the amendments. There is not suppose to be and 

appropriation so I have a question with page 1 line 6, I would like to amend out Section 4, and 

proceed 1vith the bidding process until we have a provider list in place. and add in if the board 

develops a provider network, the provider network can only be used by the board and not by any 

insurance companies seeking access to the boards provider network. 

Re,presentati-ve Krumer; I need clarification from Representative Grande amet1dments. No private 

insuranctJ company may use the network? 

Rc.u,resentatiye Grande: I said by any insurance company seeking access to the board provider 

network. 

L.---------··-----------.. ----------------
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Re_presentati~ KMper; I would say that Representative Orandes' amendments guts what the 

discussion is all about, bec,ause the key to holding down the health care costs of the PERS plan is 

when PERS has their own network negotiated then the private insurance sector will be able to 

use those rates and their bidding process, and her amendment appears to strip that out, so I would 

reject her amendments. 

Re,presentative Grand~~ I asked Sparb about these amendments and he was fine with them, 

Re.Qresentative K)emin: I would have difficulty comprehending these technical amendments 

without speaking to LC. 

Re;presentat(ve Williams: I withdraw my amendments. 

Rwre33entatiye Grand~ I will get with Sparb and draw up the amendments, 

R,smresentative Kasn.@r: I would also like to get with Sparb with these amendments. 

Rcmresmtatiye Klein: proceed. 

Meeting adjourned. 
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Minutes: Chairman Klein: lets .e up SB 2060. All committee members were present. 

Representative Devlint I move a DO PASS on SB 2060, 

Representative Grande: SECOND the motion on SB 2060. 

Representative Kas.per: this is the bill where we talked about whether or not PERS should be able 

to try and contract for their own network. Some folks have told me in my discussion they 

thought my intent was to open up this network that PERS was going establish if the amendment 

were adopted to private insurance companies to sell private insurance products, that was not my 

intent if I mislead people I apologize for that , my point was that if this network was established 

member of PERS on the Senate side wanted to bring in that amendment and they had a fiscal 

note of$150,000 and a couple ofFt.1s and Mr. Colleens took it out over here and he was going to 

try and do this with cost. What you are doing now you are back to the original bill without the 

PERS having the opportunity to attempt with Ho cost to holding up that network so they would 

control it. 

·------------------ --------···--·---··--···· ·•·-····· 
"· ---;-.-;;ograpt,fc Images on t~la f flm ere accurate reproductions of records delfvered to Modern Jnformatf on SVatff!WI for mlcrof llmlne and 

were filmed In the regular course uf business, The pt,otogrephfo procee, meets atandtrda of the Amtrlcan National Standards lnttftute 
(ANSI) for archival microfilm. HOTIC I If the filmed Image above Is leas legible then this Notice, It le due to the quality of th• 
doc1.11ent being f Hmed, 

.J 



Page2 
House Government and Veterans Affairs Committee 
Bill/Resolution Number SB 2060 
Hearing Date J .. 27-03 

Rcmresentative Klein; I think part of the discussion was or led into the discussion with PERS 

people they thought it might take them up to 6 years to get this together and in their spare time 

the way I understood it because he: &idn't get tho FTE,s or the money, well I guess part of that 

was, it was very questionable whether he was going to get anything accomplished in that time. 

The amendments wouldn't have done anything, because we are looking at 6 years gathering this 

data, and then the disouss10n went on that PERS has Blue Cross Blue Shield, if there is money 

made on the thing they share half of that~ if there is money lost on the program Blue Cross 

absorbs the loss. PERS has a pretty good deal. 

10 
(I 

Re_presentative Kasper: that may be so but that is not germane to the amendments that we 

adopted. The only thing that those amendments do is allow him to try in his time without any 

FTE's or without any cost to the state of North Dakota. 

B..cmresentatiye Williams: why don't we give them a try what are we risking? 

RtaPtesentative Klemin: it doesn't seem that it is feasible for one person to do this in their spare 

time, when it has taken all these other people a lot of time to keep up. 

Rmresentative Haas; there is another thing that we need to consider, I'm not sure that everyone is 

sold on this idea without a serious commitment, and without saying that we are going to put the 

resources behind that effort and do it in a sense able amount of time we are tat king about a 20% 

of commitlnent or less to a iffy idea, that is not the right way to do business in state government. 

Rm>resentatiye Devlin; I think we are making some other good improvements with this bill and 

we a.re losing sight of that over this argument, I agree with everything that Representative Haas, I 

know what Sparb at the podium that day, that it would take 6 years, I absolutely refuse to believe 

that there is a state worker sitting around with nothing to do that they can take the time that is 
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needed to compfote this project and not jeopardize the other things that they do and the other 

things that Sparb does for the state employees they are to vital to have him sitting out and playing 

this, with no money to do it and no extra FTE's~ that is going to take time away from their other 

jobs. I can't buy into that. 

Rcmresentatiye Hw: QUESTION, 

Rqpresentatiye Klein: oall the roll, 

YQIE 2:YESs.:N.QJb\RS.ENL 

Motton Passes. 

Re.presentativ<t,Orande: will carry the bill to the floor. 
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Testimony 

of 

Sparb Collins 

On SB 2060 

Madame Chair, members of the committee, my name Is Sparb Collins 

and I am Executive Director of the Public Employees Retirement System 

(PERS). The administration of the group Insurance program Is part of our 

responslbllltles and the reason for the proposed changes in SB 2060. 

Section 1 of the BIii proposes to change the active employee eligibility 

requirements for the group insurance program. The purpose Is to make the 

definition the same as it is for the retirement program resulting in a uniform 

eligibility requirement across all programs. Today a person is eligible for 

retirement If they 'work 20 or more hours a week," however, they are 

eligible for health coverage if they 11work ·17 ½ or more hours per week". 

This difference causes confusion and, therefore, it would be beneficial to 

have a standard definition. Please note we are proposing that this would 

be effective for new employees after August 1 of 2003, thereby, 

grandfathering any existing en1ployees that may not meet the new criteria 

for participation. 

Section 2 of the bill ref ates to retiree eligibility for the group insurance 

program. Presently a person is eligible to participate In the _group 
,1;11, ..... , 

1 ' Insurance program as long as they are receiving a retirement benefit The ,_) 
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problem Is that with the present DC plan and TIAA/CREF, which are both 

deflnqd contribution plans, members could run out of funds and, thereby, 

lose ellglbilny for our health insurance at potentially one of the most 

vulnerable tlrnes of their lives. Therefore, this change would mean that a 

person who Is lniti&lly deemed to be eligible could continue on the plan as 

long as they pay the premium even though they may not be continuing to 

receive a retirement annuity. 

Section 3 of the bill relates to participation of political subdivisions In the 

plan. This change would allow the PERS Board to establish a minimum 

employer contribution as a condition to participate In the group insurance 

program. This provision Is Important to prevent adverse selection to the 

plan that could occur as a result of an Individual political subdivision's 

policy. An example of such a poflcy would be a subdivision that paid no 

portion of the premium but rather gave the employees the premium amount 

as addition al salary. Those with health conditions would clearly join the 

plan, whereas healthy employees may not thus causing adverse selection. 

Adverse selection can Increase the plans overall costs due to the risk 

characteristics of those joining. 

Sactlon 4 of the blll relates to the bidding requirement for the health 

Insurance plan. The purpose of this change is to create more competition 

for the PERS plan and thereby potentially reduce the cost Increases in 

future bienniums. One procedural requfren,ent that seems to reduce 

Interest In our plan Is the formal bid requirement. This change to our 

statute would allow PERS to place the group health Insurance plan 

·; (hospital & medical) without having to go out on formal bid should the board 
_..../ 
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decide It Is In the best Interest of the plan. Pursuant to this authority, PERS 

staff would be able to solicit other potential carriers during the upcoming 

years to determine their Interest and abllltles and assess their capabilities. 

This change would likely make our plan more attractive to othero and make 

the possibility of such a change more practical. This added competitive 

pressure would also be an incentive for BCBS In submitting Its bid. The bid 

requirement ls maintained for other medical (vision, dental, L TC, EAP) and 

life benefits. 

Section 5 of the BIii proposes two changes to the statute. The first 

change Is also Intended to create more competition for the PERS health 

Insurance plan. In placing the plan with a carrier there are two basic costs 

that are exan-,ined; the administration charge and the cost of the claims. 

The first change addresses the admf nlstrative charges and would allow 

PERS to self-administer the group Insurance plan. This crt1ates a new 

benchrnark for the level of administrative fees that are rear,onable. That 

benchmark Is the cost of self .. admlnlsterlng versus the fees of a carrier 

such as BCBS. By establishing this additional benchmark, It should act as 

an additional consideration by carriers In determining what administrative 

fess they will propose. Also to n1ake this change an effective competitive 

consideration, It provides continuing appropriation authority to PERS and 

authorizes all necessary FTE's. The second change relates to the cost of 

the claims. Many carriers cannot compete in ND because they do not have ' 

a provider network which means that the cost of clairns for them Is higher. 

This provision authorizes the board to establish an Independent provider 

network. If PERS has Its own provider network then It can offer it to other 
''"'\ 

t , carriers in the bidding process thereby making It more feaslble for other ,._,) 
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carriers to compete, thus creating morE3 competition. This network Is critical 

to creating a more competitive system 

Section 6 of the BIii relates to establishing an employer based wellness 

program. The Health Department Identified In the 118ulldlng a Healthy North 

Dakota .. seminar that while the leading causes of death In North Dakota 

are heart disease, cancer, accidents and di abates the real causes of death 

are tobacco use, diet, Inactivity, alcohol and other parameters. We believe 

that an employer based wellness program to address some of the real 

causes would help to reduce future costs. This change Is to provide an 

Incentive for employer based wellness programs by providing either a 

premium Increase to those that do not have a program or a decrease to 

those that do have a program. By actfvely Involving the employers in 

helping to address these real causes ~t wlll provide an additional 

mechanism to encourage our members to maintain a healthy lifestyle. 

Section 7 & 8 of the Bill changes the confidentiality provisions for the 

group Insurance program and the flex comp program. This change is 

pursuant to the HIPAA law passed by the federal government and Is part of 

our compliance effort. 

Section 9 of the BIii provides an appropriation to PERS to work on the 

lrnplementation of the competitiveness provisions (creating additional 

Interest, provider network, etc) and the wellness program. A part of this 

position would work with health care providers to ge"t contracts signed for 

the independent provider network and the other asp€\Ct of the position 

would be to develop wellness strategies for employers and work with 
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employers In gE~ttlng a program established. While this Is an Immediate 

Investment off unds, If it can reduce the future rate of Increase by just 1 /1 O 

of 1 % It will pay for Itself. 

Madame Chair, members of the committee, this concludes my testimony. 
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to SECTION 1. AMEHDUENT. ~'-ofsectiodSt-52.f-Ot oftheNocthOakota 

lt CentmyCodeis affleftded ~ tHnaded M £~ 

t2 .f. ~emp1oyae· meansfNen{ponnanantemployee who is employed by a 

13 govemnltrltal lWlit. as lhat rerrn ls defined in S8dion 54-~-0t. "Eligitlle ~-

t-' lndudes members of !he fegisfativeassembly.judgesof lhe $Ul)l"9fflO court. paid 

tS membl!lrs of stale or poffcal sutdvision bomds. commi$Sions. or associalions. 

16 ful-timeen,plo)ees of pallical ~ elodive sl.wt~ICtVS as defined by 

17 Stibsection 2of sedion 54-06-ot. and cisabled permanent employees who are 

18 receiving compensafjgn from th& North Oakola workors compensation fund_ As 

19 used In lhis subsection. ),ermanent empao,ee- means one whose services are not 

20 limited in duration. who is filling art approved and regularly rundec! pogition in a 

21 govemmen1a1 unit. and who rs ampoyed at feast SfJYefrtsen and one-~;;llf hours per 

22 weefc and at reast ~ monltis fAcil ~ ic f;!r lhose r,n;t employedafttr August 1. 

2'3 2003. is ~~tfeast twenb:t.aso oecweets and at fHst twentr '"Jl'F>i ~~ 
24 year of employment. For~ofsedlons 54-52.t-04.t, 54-52.1-04.7 • 

f 54•52,. f.4)4.8. and 54-52.. f .'( f, reigi){e emp{oree• irdJdes ft!tirelf a,ld lemwnated 

2 employees who remain eigi,le lo part~e in lh&uniform gioop insurance 

3 program pur.ruant to appiicable slate or federal' law • 

U:~03 Bms\Health Bill.doc m -
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• 
This section changes the eligibif,ty requirement for the 
group insurance program, making it the same as the 
requirement for the retirement plan 
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4 SECTION 2. AMENDMENT_ SubMcliot\ 3of Ndion 54-52.t-<l3 oClhe North Dakota 

5 Century Code Is amended and reenacted as follows: 

6 3. A retiree who has accepled a ~.odrcdfad>u1i0n from lhe defined conlriJulion 

7 retirc.Jent plan pursuant lo section 54-52.6-13 who lhe board detemines is eligibte 

8 for pat1fcipation n the onifonn grOUp fnlurance progra,n or has aca,pted a 

9 re&ement alowanc:e from tt,e public.emproyees reinment system.. h highway 

10 i)OOlmen·s refrmNll"ltsystem. the teachers' r..nncear,c:1 annu8y wodalion.,, 

tt America-eolegb1etJte111ertt flQl.nfes lund £R.t.,.f, GAB') ror w-.noe credit earned 

t2 wtlie employed by Norlh Dakota instilufionsof higher" educalfon. lhe refrement 

t3 sysaem, established by fob-service Nor1h Oalcola under section 52-1 t-01. ht 

t• jJdge&. nMJremenc sysrem established under chapter 27-f 7. or 1118 leached fund 

1s for retirement may elect1D pa,ticipate In me uniform gcoupundef-'thischai,tar 

t6 without meeting minimum requnmanlS al age sixty-Hw. Ythoo the membef's 

17 spouse tUChes age- sixty-live. upon 1he receipt of .:l benefit. or when tho spouse 

18 terminates employment. tc a retiree oc survr,mg spouse does not elect lo 

19 participate at lhe times specified in this srlhseclforl, lhe retiree or surviving spouse 

20 must meet lhe minimum requirements established by lhe board. Scqact lo 

21 sec:lfons-54-52..1-032 aro 54-52.. t-03.3. each retiree or"sUrVMng spouse shall pay 

22 ciJedly to the board 1he pn3flliums In effect for lhe coverage 1hen being provided. 

23 A retiree who has met theipitial eligigifity {t(lUfrements or lhissu~ to begin 

24 

2S the reti@e mainlains the refirmt)_parljc{pation in the program bx.paying \he 

26 recpred premium pursuant to rules adog(t!d bv Jhe board, 

U~3 Bllls\Health Billdoc 0 ,___,. 

) 

Presently a person is eligible to participate in the group 
insurance program as long as they are receiving a 
retirement benefit. The problem is that with the present 
DC plan and TIAAICREFT which are both defined 
contribution plansT members could run out of funds and 
thereby lose eligibility for health insurance at potentially 
one of the most vufnerable times of their Fife. Therefore 
this change would mean that a person who is inftially 
deemed to be efigibfe coufd continue on the plan as 
long as they pay the premium even though they may 
not be continuing to receive a retirement annuity_ 
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• 'Zr SECTl0N 3. AUENDMENT. Sectron 54-52. t-()3_1 or lhe North Dakota Century Code 

28 ls amended and reenacted as follows: 

29 54-52.t-o:u. Certain poffllc:el subdfvfslons authorized to Jorn uniform group 

30 kl9urllnce program- Emp(oyw~,tribufion_ A polilicar subdivision may extend rhe benefits 

31 of n. uniform group insorance progra.-n under !his chapter toils permanent empfoyees. subiect 

1 lD minimum ~emenf.S established by lhe board and a minimum period or pmticipalion or 

2 sfxty- months. If the political subdivision wi~ Crom participaJioft in lhe unifonn group 

3 insur3l1C8 program_ befo,e c:ompleling sixty month$ or ~tion. lhe political subc.ivisio~ 

4 .hat makltpayment b lhe boaid in an amount equa,10 ""'f GpenSOS S101rred in lhe unlform 

5 gr~ insatance program lhat exceed income r~ on behalf of lhc pofiticaJ $UbdMs:iotl·s 

6 emJA>yees as delemllnoo under rufes adopted by 1tle board. +he i,elitieaf 91:1W,.illien l'NIY 

7 NIIIMli"8 lt"la 8t'MIIAI: ef ltle 81"11'9iayef!a Mefllhly eei,.,.Htien lM-'lll"d hi 19'8( A'le"lh"1 """"'iYM 

8 ..._.., •e.-ilrlNf ef eef!h elip,1,a ~lllirit e""'9)'ee. 

U:~-003 BiUs\Health Bm rrnr 
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• 
This change would allow the PERS Board to establish 
a minimum employer contribution as a condftion to 
participate in the group insurance program. This 
provision is important to prevent adverse selection to 
the plan that could occur as a result of an individual 
political subdivisions policies_ An example of such a 
policy would be a subdivision that paid no portion of the 
premium but rather gave the employees the premium 
amount as additional salary. Those with health 
conditions would clearly join the plan, whereas healthy 
employees may not thus causing adverse selection. 
Adverse selection can increase the plans overall costs . 
due to the risk characteristics of those ioinin.,,. 

- - --""T 

------ -·--- ----·-

, 
: I ~ 

\ 

ti 

~ - -­~----• 



~ 

: 

~-1::. 
~~ .... 
I~- .. ..... -­-o ,..... .....,,--s 

i"~ll -- . ~~;--~ 
::r -­............... o 

-<7 ~-----~ ..... I 
&.:1 ~ 0 
. ;-!: 

-s;-o 
!;t-, :::J - ... a~~-

il ~:; 
Oo­
~-t.3 

gg"~ - ., .. 
-• -io ...... g ....... 

::r• • . ... -· ~::r-, 

-· ..g l_-g., 
-~t -... ig ..... 

' '- ~~g 
- .!; ... g-o o 

<-u­. .,.., 
-&~ ••o .: a. ... -·! i--... -=·< --· CT,.., --~ :.i~ 
::r-,o 
! i-z 
..,.OJit 
::r-~ - -, .... :::s 
z::r­
o•:::s ... ~­-.0 i ... ~ .. _iii: 

0,-

~
.~ ;;~g 

-.zcn 
•• "< ti:: ,.._I 
0 -... ~o 
::r• ... 

-~~ ~-0 ii., ., 
-i-~ - ----"<i~ 
~!:-i -;;.~~ ••Zl 

L 
L. 

~­;, 
·:;. 

~; 

~-:__-

,,. 

~-:-........ - :--_ ~~---~--~: -~......, .. ~ 

0 = ii';. 

9 SECTION 4.. AIIEHDMENT. Section 54-52. f-04 of lhe Nof1ll Oakola Century Code is 

10 amended and reenac.tad as follows: 

t t 54-52..1-o4. Board to conznct r« IMurance. The board shall receive bids for the 

12 provi6r,g or "1!!l!lflifeJ w elilll ee· el'8ge; medit:# beneffls coverage. ife in$urance benelils 

t3 coverage for a specifiod term. and employee assislance p,ogram sorvices. and shall .accept lhe 

1" bid of .and contract with the came,- Iha£ in ttie jUdgment of the b0ard best serves the inter9SIS of 

t5 lhe stale and its eligible employees. The board is not required lo sord bidl roe lhe providing or 

16 llPsRif4l benefits coverago.Rl(f medicaf benefits coverage. but shall contract wittLfuo carrier-..k 

t7 fn 1ho iudgnait orb board best HMlf Jhe mrerars qt me state and its e!ioibfo emdQues. 

tB Solic:ltdcn; for bk:&; or a concract must be mad& not faler lhan ninety days befOre lhe exptralion 

t 9 of an existing uniform group insurance eonlrad. Bids must be sorlCfted by aciv4...rtisement in a 

20 manner selected by the board that will pcovide reasonable notice to prospective bidders. rn 

21 preparing bid proposafs and evaluating bids Qf olher DfOOOsals. lhe Mlard may utilize the 

22 services of consultant$ on a contract basis In order lhat lhe bids or P[OJX)&§ received may be 

23 uniformly compared and properly evaluated- In determining •hich bid or proposaJ. if any. will 

' 24 best serve !he intereslS ot efiglble emp[oyees and lhe stale~ the board shall give adequate 

25 coosicfecation to lhe folfowirlg factors: 

26 f _ The economy IO~ effected. 

u 2.. The eue of administration. 

~ 3_ The adequacy of the coverages. 

'?9 4. The financial 1)05i!ion of the carrier". with special emphasis as to its solvency. 

1 

2 

3 

5_ The reputaifon of lhe carrier" .and any other" information that is available lancing 10 

shaw past experiance with lhe carrier in matters of claim set!Jement. underwriting. 

and services. 

-t The board may reject any or al bids and. in Iha event it does so. shall again s,olidl bids as 

s provided rn !his S8Cfion_ The board may establish a plan or self-insurance for providing heaJlh 

6 insuraace benefits coverage only under an administrative ser'1ices only~ contract or a 

7 thizd-party~~coanct-

U:~3 Bilrs\Health Bill.d'JC 
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The purpose of this change is to create more 
competition for the PERS plan and thereby 
potentially reduce the cost increases in future 
bienniums. One procedural requirement that seems : 
to reduces interest in our plan is the formal bid 
requirement. This change to our statute would 
allow PERS to place the group insurance plan 
without having to go out on formal bid should the 
board decide it is in the best interest of the plan. 
Pursuant to this authority, PERS staff would be able ; 
to solicate other potential carriers during the 
upcoming years to determine their interest and 
abilities and assess their capabilities. This change 
would likely make our plan more attractive to others 
and make the possibility of such a change more 
practical. This added competitive pressure would 
afso be a consideration to BCBS in s,.1bmftting a bid. 
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8 SECTION 5. AMENDMENT. Socllon 54-52. t-042oflhe Notth Dakota Centwy Code 

9 is amended and reenacted a-:; foliows:: 

tO 

tt 

t2 

t3 

14 

15 

t6 

17 

t8 

T9 

20 

2t 

22 

23 

24 

Q 

26 

27 

28 

29 

30 

3t 

~1-0C.2.. Self-insuranc-pfan for hospital and medfcal benefit&~ The 

board may establish a self-insurance plan for proviclng heahtl insl;nnCe berlafdS covecage 

under an administrative setYfces only ~oontracl or a third-party administnuor ~ 

contrnct under' the cmi1onn grouP nsurance pmgram. or lb« boa(t! ll!ilYSlQIDPlalmx 

seff-adminisler: a self-insurangJ Plan undor tt1e uniform mcu> jnstnngt program. If if.ts. 

delePfllil'led IJ)· lhe boa1d lhel en """'iflie~ eeMaae el'lloj· er thillll "MY aMMiei..ler -,1e111 

determines one or more or lhQSe opqotJS is ress eos11y tt,an llll• 1e, aM ~ _.,..Mled 111 
cgr1trading wirh a carrier toe underwriting the plan with equivaJenl con1ract ber1efils. ~ 

e&IMli!llwA§ & eelf NYN1111ee pia111. the hMtd etoiall Ql!fieitbide fer M a•i~ HP ilMle eri-/ 

e, lhi•!{ ,,atty adtni"ielfefeF 88nlreel a11tr ~· elher l!liaMit.1"'. ll"d the t,eetd le avtheAl'!?Nt te 

~!NIie llf'I ewistiAg ~iRi5lfalitoa eer4el99 91'11), er11'1iAf '98't/ ~lrelM aenlfaet il:ltiAg 

-.e i"le""'- lft e.Mtie". '"ej re-r,r JndMdoW stop-loss C0V81'8ge insu(8(1 by a carrier aulhorized 

10 do business in this state must be made part or a:ry seK-insured plan.. It.I bide itnder thla 

eaeliia" •• 118e. 111a Jaler !NM .leA111ll"'f tiloalt a"4t i,iwet t,e 111,>111N11i N lelM lhlll'I M~ ""'9f. 

~ 

pti!I a ee,.,.g "'9 9"11 er eeeh biet'!Mlftl, Al l!ida Uf'der 5-1 seeMl'l l'l'IIMl ~ eJ'GPIC!d 4l a~ 

•Heli!IIIJ 9" tie INwe. ff the bOaro !!l)(eg,ents a self•admin~~ 

there 1s acgr()O(iated to !he board on a continuing basis lhe Jotaf amount_o.l_.11 premiums­

~ P~-o~Yir!g_cfaims and adrninist~~ exDef1SeS of this section_~ 

board Si aQ1horlzed IQ create whatever: M-tlroe eauivalent sralt (smcoss,arv to properly ar!d 

~~~l.ao;S.~er me grogeam. Regardre&or wnelher: too~~ choose$ bl 

self-insure under one of these OOtions. RJ<tboaaJ is au!horized to dJtvefOp a proyider ~ 

neootialillg an<t$i09l@ciiN with health care groyiderJ anct associalfons. 

t 5ECllOH 6. A new-sediM IDchac,ler 54--52..1 of the !-lcrtl Dakota Century Code is 

2 created arid enaaed as ro1ows: 

l ~ The boards:»f ~~e,nployer-based wen~ program. 
" loo program must encourage gmgkzyers ~ ~~ooram by 

S eithef:chargino @tll!!oa/lhins{ffilnCli!ommium~so,:redgcina 

6 ~ ror: oar!Jcpgemgtoyers. 

U:~03 Bil!s\Health Bil.doc 
:,;~--=_-:__:.~:_'! 
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,. 
This change is also intended to create more 
competition for the PERS health insurance plan. This 
change would allow PERS to self administer the group 
insurance plan. This creates a new benchmark for the 
level of administrative fees that are reasonable. That 
benchmark is the cost of self administering versus the 
fees of a carrier such as BCBS. By establishing this 
additional benchmark it should act as additional 
consideration by carriers in determining what 
administrative fess they will charge. Also to make this 
change an effective competitive consideration it 
provides continuing appropriation authority to PERS 
and authorizes all necessary FTE's. 

This provision authorizes the board to establish a 
independent provider network. This network is critical 
to creating a more competitive system since many 
insurance companies cannot compete in ND because 
they do not have a provider network. 

This change is to provide an incentive for employer 
based wellness programs. By actively invofving the 
employers in helping to control costs it will provide an 
additional mechanism to encourage our members to 
maintain a health lifestyle. 
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SECTION 7. AMENDMENT. Section 54-52..1•11 ol th& North Dakota Century Code is 

s amended and menactec as ro11ows: 

9 5'-52.1-11. ConfidenUallty of~ racords.. Information pertaining lo an 

tO eigibJe employee·• groc.,p mecfical records for claims. employee premium payments made. 

1 t salary tedrJclion amoums taken. history of any anilable insurance coverage purchased. and 

12 amoun!S and types of instJr.mce applied fo: under the supplerrlMtai life in5Ul"ance coverage 

13 uooer- lhfs chapl9r is confi6entia! and is not a public record- The information and recordt may 

14 be disclosed. lll1der" mies adopted by the board. only to: 

f5 t_ A person lo whom the elgible arnpJoyee has giV3l'I written •~•"l aglhorization to 

16 have 1bo lnbmalion clscloMd.. 

t7 2. A per30I\ legally rnpresenlJng the e1igtie ~. upon proper proof o( - · 

18 ~- and unless !he elglbJe employee specificallywilhholds Mlllleftl 

19 auUJorizlttoo-
20 3. A person authorized by a court o,der_ 

2t ,. A. person or entity to which lhe board is required to dJscfose infonnafion pursuant;-, 

22 fedetaf ~ SlalUtesor regufations. 

23 5. If ift¥8WM iR a fMM,_l!Jn 11teeee!IM1, tJ:te Alelllllei't 11'"9u!!le 8" ferffier e19e"9e. ll'let 

24 

25 

26 

'Z1 

pefMl'!,& legel •eJlfesenlali'oe. 8fld •e ~ .,,ueidi,: .g e•,er the memMl's 

di&aeht._. !P"& aeedifl§. MYJJOQOn 9£ entity it !he oumose of..l!l!!t_~at.f::>.10!: 

tr,aJment, payment oc health care operations. 

SECTION 8_ AMENDMENT. Section 54-52.3-{)5 d 1tMt North Dakola Cen1ury Cods is 

23 ~ and reenacted as follows: 

29 SC-52.3-05. Conadantiality of prograftl r9COrds. Any rec;iords and lnfo«nation 

30 pertaining to a public employee's medieaJ and dependent care rei~t under lhe prem 

3t benefits program are oonfider.lial and are not pubric records sub[ect to soction 44-04-18 and 

U:~03 Bills\Health Bill.doc 

_._,____. - -·-- -._., .._-~. -, ~•,~ -

~ t.' ~---~ ,:J 
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This change is pursuant to the Hf PAA law passed by 
the federal government and is part of our compliance 
effort. This change refates to the group insurance 
program 
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t section 6of arffcleXl ollhe Ce,nsfitulie,rsOf Nodl-Dakata.. The recoros~normaliOn may 

2 6scfCJS8d. under rules adopted by the boafd. only lo: 

3 

4 

s 

6 

7 

8 

9 

to 
ft 

t 12 

! t3 
i 
I 14 

t ,s 

t _ A. person 10 whom lhe empJoyee has givel1 writtert ~I'll aulhoriza1ion to~ 

lhe infocrnation<iscfosad. 

2.. A. peta011 legally repreaenlfng the emproyee. upon~ proof of represenralioft. 

3_ A. person authorited by a caort order. 

~ A omon or entity Jp11fjch !bl board ii reauir9d kl clsdose wtformalioo ccnuant IO 

federal or state statutes« o,gufatiogs. 

s,. Any D1n00 arnty if the mGQH of b! .,,....,. is fOr bnllh c;a,a treatment. 

Pl)'l!legt. orooeraffons. 
SECTION 9.. APPROPRIATION. There ls 8'JP'Upliated out Of aeymoneys trom 

funds derived fram rncort». not Olhefwise appropiated. lhe ttJrn of St32.56t. ar so moch of !he 

sum as may be necessary_ ID lhe pubfic ~~ retirement system board for the purpose of 

fuUiRing !he requfremenlS imp!)Se(J bV lhis Ad.. The public employeos reffrement system t--~atd 

is auduizedone adcltior1al ful-lirne equivafenlposition lo implement lhls k.L 

U:~ Bslls\Heatth Bill.doc 
·,~~ :: ,? 
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-- • ~ - ----------
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This change is also part of our compliance effort with 
Hf PAA. This change relates to the Flex Comp 
program. 

This section provides an appropriation to PERS to work 
on the implementation of the competitiveness 
provisions (creating additional interest, provider 
network. etc) and the weflness program. 
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Health Insurance Premium Information 
Regional State Governments 

The following table Is summarized from the 2002 Central States Compensation 
Association Benefit Survey. This summary Is an attempt to show the range of 
premiums for Insurance coverage and to show the range of share paid by the various 
states and the share paid by their employees. 

The range In premiums can be attributed to variations In coverage and levels of co­
payments and deduotlbles for which the employee Is responsible. Where there are 
ranges In the premium or splits within a state1 It Is due to options In coverage (i.e. 
traditional Insurance, PPO plans, HM01s), 

The total employee only premium among the 10 states ranges from $214 to $366.36. 
North Dakota's single rate Is $190. 

The total family premium raI1ges from $428 to $1,080. North Dakota's family rate Is 
$470. 

Single Premium Split Family Premium Split 
Estimated Estimated 

Total Single Total Family 
State Premium e 
co ··~! ,, 

IA $214" $348 100% 0% $754 - $814 75 .. 80% 25 .. 20% 

KS $259 .. $288 95% 5% $725 - $827 61 .. 63% 39 - 37% 

MN $261 100% 0% $718 93% 7% 

MO $289 .. $332 90% 10% $901 .. $1,071 73 - 77% 27 - 23% 

MT $294 100% 0% $428 64% 36% 

NE $265 .. $304 79% 21% $939-$1,080 79% 21% 
OK $228 - $236 100% 0% $660 - $705 89 - 96% 11 - 4% 
SD $366.36 100% 0% $561 - $634 58 .. 65% 42 - 35% 
WY $225 100% 0% $469 48% 52% 

ND* $190 100% 0% $470 100% 0% 

• Family & Single premium breakdown provided by NDPERS, state premiums 
paid at $409 per contract. 

NOTE: North Dakota's state agencies budget and pay a flat rate of $409 per oontrac,t 
regardless of single or fam/Jy coverage. 

Prepared by: Central Personnel Division 
January 2003 
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Testimony of Sparb Collins 

On Engrossed Senate Bill 2060 

Mr. Chairman, members of the committee, my name Is Sparb Collins 

and I am Executive Director of the Public Employees Retirement System 

(PERS). The administration of the group insurance program Is part of our 

responsibilities and the reason for the proposed changes In SB 2060. 

Section 1 of the Bill proposes to change the active employee eligibiltty 

requirements for the group insurance program. The purpose is to make the 

definition the same as it Is for the retirement program resulting In a uniform 

eligibility requirement across all programs. Today a person is eligible for 

retirement If they "work 20 or more hours a week," however, they are 

eligible for health coverage If they "work 17 ½ or more hours per week". 

This difference causes confusion and, therefore, it would be beneficial to 

have a standard definition. Please note we are proposing that this would 

be effective for new employees after August 1 of 2003, thereby, 

grandfathering any existing employees that may not meet the new criteria 

for participation. 

Section 2 of the bill relates to retiree eligibility for the group insurance 

program. Presently a person is eligible to participate In the group 

f nsurance program as ·long as they are receiving a retirement benefit. The 

problem Is that with the present DC plan and TIAA/CREF, which are both 

defined contribution plans, members could run out of funds and, thereby, 

Page 1 of 6 
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lose eligibility for our health insurance at potentially one of the most 

vulnerable times of their lives. Therefore, this change would mean that a 

person who Is Initially deemed to be eJlglble could continue on the plan as 

long as they pay the premium even though they may not be continuing to 

receive a retirement annuity. 

Section 3 of the bill relates to participation of political subdivisions in the 

plan. This change would allow the PERS Board to establish a minimum 

employer contribution as a condition to participate in the group Insurance 

program. This provision Is Important to prevent adverse selection to the 

plan that could occur as a result of an Individual political subdivision's 

policy. An example of such a policy would be a subdivision that paid no 

portion of the premium but rather gave the employees the premium amount 

as additional salary. Those with hearth conditions would clearly join the 

plan, whereas healthy employees may not thus causing adverse selection. 

Adverse selection can increase the plans overall costs due to the risk 

characteristics of those joining. 

Section 4 of the Bill relates to establishing an employer based wellness 

program. The Health Department Identified In the "Building a Healthy North 

Dakota " seminar that while the leading causes of death in North Dakota 

are ht1art disease. cancer, accidents and diabetes thereat causes of death 

are tobacco use, diet~ Inactivity, alcohol and other parameters. We believe 

that an ernployer based wellness program to address some of the real 

causes would help to reduce future costs. This change is to provide an 

· .~ Incentive for employer based wellness programs by providing either a 
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premium Increase to those that do not have a program or a decrease to 

those that do have a program. By actively Involving the employers in 

helping to address these real causes It will provide an additional 

mechanlsrn to encourage our members to maintain a healthy lifestyle. 

Section 5 & 6 of the BIii changes the confidentiality provisions for the 

group insurance program and the flex comp program. This change Is 

pursuant to the HIPAA law passed by the federal government and is part of 

our compliance effort. 

Three sections of the original bill were removed by the Senate and relate to 

several Initiatives by PERS to create more competition for the states health 

Insurance business. We believe that by creating an environment with. more 

competitive pressure it may help to restrain future proposed Increases in 

health Insurance premiums. Consequently we have evaluated our exlstf ng 

methods and determined the following: 

• that the formal bid requirements In statute results In little or no 

bidders for the states business except for the lntt.,rest of BCBS 

(please note we have appreciated their Interest and have been 

pleased with our working relationship); 

• that with no competition for our business there IR n0 competitive 

pressures relating to administrative expenses of the vendor: 

• that one reason why other carriers do not bid is that they cannot 

compete since they have no provider network In North Dakota. 

In recognition of the above we are proposing the following changes: 

Paga 3 of 6 
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Flrstt relating to the bidding requirement for the health Insurance plan 

we are proposing to change the methodology that has been used in 

the past to a new approach that may create more competition and 

thereby potentially reduce the cost Increases In future bienniums. 

One procedural requirement that has not created much Interest In our 

plan Is the formal bid re", .. ement. Our history has Indicated that this 

requirement has not produced much Interest by other providers 

except BCBS In the fully Insured option. Consequently PERS is 

suggesting changing our statute to allow PERS to place the group 

health Insurance plan (hospital & medical) without having to go out on 

formal bid should the board decide It is In the best interest of the plan. 

Pursuant to this authority, PERS staff would be able to solicit other 

potential carriers during the upcoming years to determine and 

,',-) encourage their Interest. This change would likely result in more 
·~.,,. 

discussion with other carriers concerning providing services to the 

state and make the possiblllty of such a change more practical. This 

added competitive pressure would also be an incentive for BCBS In 

submitting Its offer to provide the lowest price. We feel this change 

will create a more competitive atmosphere for the states business 

which could be beneficial In the ultimate pricing of the plan. We know 

that maintaining the status quo will continue to produce the historical 

results. Please note the bid requirement Is maintained for other 

medical (vision, dental, L TC, EAP) and life benefits. 

Second, concerning administrative charges we are suggesting 

wording that would allow PERS to self .. administer the group 

. .=) insurance plan. This creates a new benchmark for the level of 
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administrative fees that are reasonable. That bench111ark Is the cost 

of self-administering versus the fees of a carrier such as BCBS. By 

establlshlng this additional benchmark, It should act as an addlUonal 

consideration by carriers In determining what administrative fees they 

wilt propose. Also to make this change an effective competitive 

consideration, It provides continuing appropriation authority to PERS 

and authorizes all necessary FTE's. 

Third, is to allow PERS to set up an Independent provider network. 

This change relates to the cost of the claims Incurred by our 

members. Claims account for about 94% of our costs. Many carriers 

cannot compete In ND because they do not have a provider network 

which means that the cost of claims for them Is higher. This provision 

authorizes the board to establish an independent provider network. If 

PERS has Its own provider network then It can offer It to all carriers In 

the PERS solicitation process thereby making It more feasible for 

many carriers to compete, thus creating more competition. This 

network is critical to creating a more competitive system. Please note 

that PERS presently has Its own PPO and EPO network but they are 

linked by contract to BCBS. This change would allow us to have the 

same provider network but be Independent. 

Lastly to implement the above we requested an appropriation and FTE for 

PERS to work on the Implementation of the competitiveness provisions 

( creating addition al interest, provider network, etc) and the wellness 

program that was not approved by the Senate. Given the existing fiscal 

constraints we are not requesting that in the attached amendment with the 
\ 

_.,/ recognition that It wm take us a longer period of time to accomplish some of 
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these objectives. History has Indicted to us that if the above provisions are 

enacted It will take some time to Implement. For example, In setting up our 

existing provider networks It took 6 years or more to get a statewide 

network In place. While It may take awhile, these changes In the long run 

should create a more competitive atmosphere for the state's health 

business which should help to reduce costs. If the above Is successful In 

reduct ng future health costs by only 1 % It would mean over one million a 

year In savings. 

Mr. Chairman, members of the committee, we would appreciate your 

support of this bill and the attached amendments. This concludes my 

testimony. 
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PROPOSED AMENDMENTS TO SENATE BILL NO. 2060 

Page 1, line 2, remove 0and" 

Page 1, line 4, after "54•62.1-03:1 11 Insert 1154"52.1-04, 54-52.1-04.2." 

Page 1, line 5, after "program" Insert 1
\ contracting for group Insurance coverage." 

Page 1, line 6, after "program" lnseti 11
; and to provide a continuing appropriation" 

Page 3, after line 7 Insert: 

"SECTION 4. AMENDMENT. Section 54-52.1-04 of the North Dakota 

Century Code Is amended and reenacted as follows: 

54-52.1..04. Board to contract for Insurance. The board shalt receive 

bids for the providing of hospital benefits ooi.terage, medical benefits 001Jeragei 

life Insurance benefits coverage for a specified term. and employee assistance 

program services, and shall accept the bid of and contract with the carrier that In 

the judgment of the board best serves the Interests of the state and Its eligible 

employees. The board Is not required to solicit bids for the providing of hospital 

benefits coverage and medical ben(:lfits coverage, but shall contract with the 

carrier that In the (udgment of the board best serves the Interests of the state and 

its eligible employees, Sollcltatlons for bids or a contract must be made not later 

than ninety days before the expiration of an existing uniform group Insurance 

contract. Bids must be solicited by advertisement In a manner selected by the 

board that will provide reasonable notice to prospective bidders. In preparing bid 

proposals and evaluating bids or other proposals, the board may utlllze the 

services of consultants on a contract basis In order that the bids m:_..P[oposals 

received may be uniformly compared and property evaluated. In determining 
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whk;h bid or proposal, If any, will best serve the Interests of eligible employees 

and the state, the board shall give adequate consideration to the following 

factors: 

1. The economy to be effected. 

2. The ease of administration. 

3. The adequacy of the coverages. 

4. The financial position of the carrier, with special emphasis as to Its 

solvency. 

5. The reputation of the carrier and any other Information that Is 

available tending to show past experience with the carrier In 

matters of claim settlement, underwriting, and services. 

The board may reject any or all bids and, In the event It does so, shalt again 

solicit bids as provided In this section. The board may establish a plan of self­

Insurance for providing health Insurance benefits coverage only under an 

administrative services only (ASO) contract or a third party administrator (TPA) 

contract. 

SECTION 5. AMENDMENT. Section 54-52.1 ~04.2 of the North Dekota 

Century Code Is amended and reenacted as follows: 

54-52.1-04.2. Self-Insurance plan for hospital and madlcal benefits 

coverage. The board may establish a self .. Insurance plan for providing health 

Insurance benefits coverage under an administrative services only (ASO) 

contract or a third party administrator (TPA) contract under the uniform group 
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Insurance program,...QUbQ board may comgletely self-administer a self-Insurance 

plan under th~!f.orm group lmiurance programl If It Is determined by the board 

that art administrative servloes only or third party administrator plan determines 

Q!l~ or more of these option~ is less costly than the lowest bid submitted •-DY 

contracting with a carrier for underwriting the plan with equivalent contract 

benefits. Upon estabUshlng a self Insurance plc.n, the board shall &ollolt bids foF 

an administrative servloes only or third party administrator oontraot only e\Jery 

other biennium, and the board Is authorized to renegotiate -an e~dstlng 

admlnlstratl\'e services anly oF tMrd party administrator oontraet during the 

~adaalon, lndl>Jldual Individual stop~loss coverage Insured by a carrier 

authorized to do business In this state must be made part of any self-Insured 

plan. All bids under this seotlon are due no later than..JaRuaPJ first. ans ml:Ast be 

awarded no later than Maroh flrst, preoodlng the end of eaoh biennium, All bids 

under this section must be opened at a publlo meeting of the boaFd, If the board 

Implements a self .. admlnlstered self-Insurance program, there Is hereby 

appropriated to the board on a continuing basis the total amount of all oremlums 

received for purposes of paving claims and administrative expenses of this 

section, and the board Is authorized to create whatever full time equivalent staff 

Is necessary to properly and efficiently Implement and administer the progr~ 

Regardless of whether the board chooses to. self-ln§ure under one of thesu 

pgt!ons, the board Is authorized to develop a provider network by negotiating antj 

QQ..ntractlng with health care providers and associations." 
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Renumber accordingly, 
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