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House Democratic Policy Committee

House Bill 348 of 2015

Presented By:

Michael Mahon

Superintendent, Abington Heights School District

Good Morning.

School districts in Northeastern Pennsylvania and across the Commonwealth are struggling to
address issues related to the rising costs of medical benefits and the challenges of negotiating
those benefits with the unions that represent school employees. This committee deserves great
credit for exploring ways to assist school districts in meeting these challenges. | am grateful for
this effort and wish you every success. | especially wish to thank Representative Kavulich. In
addition to being a strong advocate for the Abington Heights School District, | know first hand he
is a fundamentally dedicated human being who cares deeply about his constituents.

HB 348

The thoughts presented are from my perspective and experience as a school administrator. | am
not an expert on insurance nor am | a lawyer. | will happily defer to those who have expertise in
these areas.

1.  Repetition of Effort
1.1. 500 school districts individually must deliver health insurance for employees,

1.1.1.  Some do so individually. Some find a consortium. Hundreds of plan
designs are developed.

1.1.2. Al districts have to negotiate. Does it make sense to have 500 instances
of negotiations in Pennsylvania? 500 labor attorneys? 500 medical plan
advisors? Maybe, optimistically, 450 frustrated superintendents, school
hoards and local associations? No. It does not. Afurther source of
frustration occurs following the agreement since local associations and
districts will often find themselves in grievance arbitration over the
interpretation or implementation of contract language related to medical
benefits.

1.1.3. 500 districts must either hire their own plan advisors or contribute valuable
resources to a consortium that hires them on their behalf. Benefit advisors
and brokers are everywhere. The repetition of effort strikes me as an
enormous opportunity to build efficiency.

1.i4. Abington Heights is not part of a consortium but the district is sufficiently
large to self-fund its medical expense. Each year we, as a small player,
have to negotiate with Blue Cross for our administrative fees. We also
have to go out onto the market to purchase our stop-loss insurance.
These efforts require time and resources from a staff that has seen



2.

1.1.5.

Barriers
Adverse Selection if Voluntary

2.1.

2.2,

2.1.1.

2.1.2.

significant reductions in recent years. Again, whether these efforts are
done at the individual district or consortium level, the efforts are
enormously duplicative. Further, local school district administrations are
dealing directly with large insurers and brokers. Frankly, there is not only a
significant duplication of effort but also an imbalance of expertise between
the negotiating parties.

Regulatory compliance is a significant challenge for local districts,
especially with the Affordable Care Act, commonly called Obamacare.
The significant burdens of data collection and reporting for each school
district is a significant duplication of effort. Abington Heights was advised
to “not even go near it” because of the potential for penalties. As a result
individual districts and small consortia are paying fees, often to payroll
companies, te handle the compliance process. | imagine there is a
significant opportunity to increase efficiency and reduce cosis with
consolidation of these efforts.

Abington Heights is self funded because the district's utilization rates, over
time, have been lower than those in surrounding consortia. If utilization
rates were higher, the district would seek admission to a consortium.
Individual districts would rather be subsidized than to subsidize others,
Districts unable to find more affordable coverage would likely be drawn to
the new plan. Such a movement of high-utilization districts to the plan
would likely be a significant cost driver.

Winners and Losers if Mandatory

2.1.2.1.  Agreat strength of Pennsylvania is its emphasis on local control.

Local control is not, however, without its disadvantages, especially
when it comes to involuntary consolidation of services. Mandatory
participation will, for example, drive up the costs for a district that
has with its unions negotiated high deductible medical plans. it will
likely lower costs for districts that have ignored the need o control
healthcare costs by active management and focused negotiations.
While there is a provision in the bill to opt out of mandatory
participation, the trigger to this provision requires the agreement of
the local union, which would be hard pressed to decline an
enhancement of medical benefits (332-c-4).

Ohservations

2.2.1.

Pennsylvania school districts are required to collect enormous volumes of
insignificant data to report through PIMS. Remarkably, there is exceedingly
little information available regarding medical benefits, one of the most
complex and largest cost drivers for Pennsylvania public schools. H.B.
348 of 2015 provides a mechanism for this data collection that, alone, will
allow for systemic analysis and, ultimately, systemic improvements (321).



2.2.2.

2.2.3.

2.2.4.

2.2.5.

2.2.6.

Conclusion

A mandatory statewide plan will require the development of partnerships
with large insurers, many of which in recent years have also become
medical providers. It will also require the negotiation of rates with
independent care providers, many in rural areas of the Commonwealth,
The 10-month timeframe suggested might be an aggressive estimate.
(322 b).

The plan design of the new offering must offer “benefits consistent with
those now provided to most school employees through existing collective
bargaining contracts”. Since current collective bargaining agreements are
the anchor for plan design, there does not appear to be a mechanism in
the law to allow the plan to adapt to emerging issues in the healthcare
marketplace, such as, for example, the proposed Cadillac Tax (322-a).
The critical need for the plan to adapt to the rapidly changing healthcare
market is further impeded by the interaction of two provisions of the hill
(333-a-2-iii and 338-f-1-ii). HB 348 of 2015 mandates that employees have
the right to purchase enhancements to the base plan. It is clearly stated
that employees will be responsible for the costs of these enhancements.
The bill also allows identifies these enhanced plans as an appropriate
topic of bargaining. Accordingly, local unions are able to propose that their
districts pay for these enhancements. Districts, however, are not
authorized to negotiate curtailment of benefits, increased cost controls or
other related measures. As a result of these two provisions, medical
benefits will remain a topic of local bargaining with a fundamental shift in
favor of unions at the negotiation table.

HB 348 of 2015 addresses the potential for adverse selection experience
for retirees (annuitants) by mandating that this group pay the
disaggregated costs of benefits if excess costs occur as a result of the
aggregated utilization of the group. While this presents significant value
and security to annuitants, it also shifts risk and substantial costs to
districts (331-f-1-iii).

The Trust is allowed to invest in “every kind of property and type of
investment, including, but not limited to, mutual funds and similar
investments”. The Trust must have a meaningful fund balance for the
stability of the plan. The balance should he sufficient to cover possibly a
year or more of claims. Regardless of the specific timeframe, the funds
are required for a short-term period and should be, in my view, invested
accordingly. To the extent the fund grows in excess of short term needs,
the excess should be utilized for rate reduction rather than long term
growth. The investment policy invites risk far beyond what is allowed for
districts assume (336-d-2).



House Bill 348 of 2015 addresses a fundamental issue for schoo! districts at a critical
point in the history of Pennsylvania’s public schools. The hill presents a flexibie
framework that provides options based on an unprecedented and valuable analysis of the
healthcare offered to the employees of Pennsylvania's public schools. Its goal of an
aggregate reduction of cost will benefit employees, school districts and, ultimately, the
students served by both. The Democratic Policy Committee is to be commended for
investigating this concept and, again, { am deeply grateful to have been afforded the
opportunity to participate in this process.



House Democratic Policy Committee Hearing
HB 384: Public School Employees Benefit Board
Monday, May 2, 2016

Brian Rinaldi, Business Manager Old Forge School District

Thank you for allowing me to here this morning. My name is Brian Rinaldi. | am
the Business Manager for the Old Forge School District, in Old Forge Pennsylvania.
The Old Forge School District is one of the few remaining One-Town, One School
districts in Pennsylvania. The District is located in the Borough of Old Forge,
about 120 miles north of Harrisburg and about 5 miles southwest of Scranton.
The Borough has a population of about 8,400 residents and the District serves
about 1000 students K through 12. The students occupy one building with two
schools on a mostly self-contained campus. The District employs about 125 full
and part time employees, 71 of which are teachers, 7 administrators and the rest
support personnel.

While Old Forge may be somewhat unigue in its size and structure, we have many
of the same struggles as most districts across the state. Many districts in
Pennsylvania search for ways to reduce expenditures as revenue sources tighten
or vanish. A main focus for many schools, | believe, is to find ways to manage
escalating salary and benefit costs. At Old Forge, salary and benefits account for
70% of all expenditures. Nearly half of that 70% is consumed by total benefit
costs. The cost of health benefits alone (vision, dental and medical for active
employees and retirees) account for 13% of all expenditures. The ratio of health
benefit cost to expenditures continues to grow. According to a 2015 PA School
Business Officials report, 83% of PA school districts experienced an increase in
health care benefit costs in the 2015-2016 school year, with an average increase
of 7%. Compound these health care increases with the rising pension costs,
escalated special education expenses and bloated charter school payments and
many districts are forced to choose between furloughing positions, cutting



programs or raising taxes; In some cases, a combination of all three. That same
PASBO report shows that 71% of the districts surveyed planned to raise taxes in
the 2015-2016 school year and of that 71%, 77% planned to tax at or above the
Act 1 index. While providing high quality health care benefits to school
employees is necessary to attract and retain the best and brightest, it is becoming
increasingly difficult to manage this expense within the constraints of a school
district budget. In a district like Old Forge, where 70% of revenue is derived from
local sources, this increased burden is usually placed on the tax payer.

One such way to attempt to gain control over health care expenses and increases
is for individual districts to obtain membership in medical benefit consortia. The
Old Forge School District has maintained membership in a health care consortium
organized in the Northeast Intermediate Unit 19 in Northeast Pennsylvania. A
relatively small consortium, the NEIU 19 Health Care Consortium contains 9 of the
20 IlU member districts. Somewhat like what is being proposed here, consortia
membership allows participating districts to pool resources, increase purchasing
power, take advantage of economies of scale and share risk across multiple
districts. Each member has the option of choosing benefit designs that suit their
employee and budgetary needs, but have the advantage of larger membership
numbers, consequently gaining some contro! of increased renewal costs. While
industry average health care costs increased between 8.5% and 12.5% over the
last five years, according to Cowden Associates consulting firm, the Old Forge
School District experienced an average just under 6% over the same period.

The landscape has changed quickly in the health care industry in recent years,
especially for school districts. The 2003 feasibility study conducted by the Hay
Group pursuant to House Resolution 159 of 2003 anticipated that the savings of
merging Commonwealth employees into one health benefit program was an
estimated $585 million, or 23.9%. During that time, most districts purchased fully
insured benefits from healthcare providers or were self-funded and self-insured.
The 2015 feasibility study by PRM Consulting pursuant to State Resolution 2013-
250 estimated that short term savings were now considerably more modest at 5%
to 6%. During this eleven or twelve year period, school districts needed to find
ways to manage the escalating cost of providing health care benefits to their



employees. One relatively safe way to accomplish this was to pool resources with
other similarly organized entities in a consortium. By 2015, 85% of Pa school
districts obtained membership in health care consortia. This change in benefit
provider structure and consequent reduction in anticipated savings exposed in
the PRM Consulting Report may now seem to make this endeavor unworthy of
the effort. However, [ can imagine that there are many districts throughout
Pennsylvania that would welcome the opportunity to shave 5% to 6% off of their
health care expense.

There are other potential benefits to consider when proposing a consolidated
health care system in Pennsylvania. When the Old Forge School District was
attempting to negotiate a five and a half year collective bargaining unit impasse, it
became clear to the district’s negotiation team that a health care restructure was
necessary to fund the unit’s salary demands. The one area of the benefit plan
that could potentially return enough of a cost reduction to help fund the unit’s
salary requirements was the prescription drug benefit. A modest change in co-
pays across the formulary tiers returned a cost reduction of over 10% of the
premium. Unlike medical claims which can fluctuate widely from year to year, the
prescription benefit portion of health care plans continue to account of a
significant share of many district’s benefit cost. As outlined in the 2015 PRM
Consulting Feasibility Study, a competitively bid, state run prescription program
could produce significant savings for districts.

Another, sometimes over looked, benefit to consolidating health care in
Pennsylvania is the impact of health benefits on contract negotiations. Although
there will always be language issues debated at the bargaining table, the two
main sticking points or barriers to negotiations are almost always salary and
benefits. According to the Pennsylvania State Education Association, a major
cause of public school employee strikes in Pennsylvania is health care benefits.
We find that other, non-teacher Collective Bargaining Unit negotiations are also
stressed by benefit structure. Perhaps a consolidated benefit plan for all school
employees could alleviate some of the stress and make negotiations a little less
contentious.



The prospect of a consolidated health care benefit system for Pennsylvania Public
School employees is certainly a topic worthy of the effort. Although it may seem
that the changes that many districts had to make, like joining a consortium, to
offset the skyrocketing cost of health care for their employees may have reduced
the potential savings of a consolidated health care system in Pennsylvania, there
still seem to be valid reasons to continue the study. As many districts made the
simple changes to their business model in an effort to realize whatever cost
reductions they can, these more difficult concepts remain and must be examined.



PASBO Testimony to the House

Democratic Policy Committee on
House Bill 348

Jay Himes, CAE Chuck Peterson, MBA, SFO, PRSBA
Executive Director Chief Financial Officer
PASBO Central Susquehanna

Intermediate Unit # 16

Smart Business + Informed Decisions = Great Schools



Current Employee Contributions

Enrollment 100%

% of employees contributing 88% 21% in
to premium costs

2004

Average contribution per $1,229
employee S
Average contribution as a % 7.90%
of cost

Source: Feasibility and Cost Effectiveness Study: Merging Commonwealth of Pennsylvania Public School District Health
Care Plans, PRM Consulting Group, Nov. 30, 2015

Smart Business + Informed Decisions = Great Schools



Health Care Consortia

* Currently, 37 consortia across PA

* Over 85% of school districts participate
In consortia
— Smallest consortium has 1,450 covered lives
— Largest consortium has 48,000 covered lives

* Focus on examining cost drivers,

implementing new programs to manage
costs, etc.

Smart Business + Informed Decisions = Great Schools



Health Care Cost Rate Increases

[2011-12 | 201213 | 2013-14 | 2014-15 | Average
Consortium average 6.1% 1.7% 49% 05% 3.3%
trend

Federal Employees 3.8% 3.4% 3.7% 3.2% 3.5%
Health Benefit
Program

Kaiser Family 43% 4.0% 2.9% 4.0% 3.8%
Foundation

Source: Feasibility and Cost Effectiveness Study: Merging Commonwealth of Pennsylvania Public School District Health Care Plans, PRM
Consulting Group, Nov. 30, 2015

Smart Business + Informed Decisions = Great Schools



Consortium Cost Per Member
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Source: Feasibility and Cost Effectiveness Study: Merging Commonwealth of Pennsylvania Public School District Health Care Plans, PRM
Consulting Group, Nov. 30, 2015

Smart Business + Informed Decisions = Great Schools



2015 Legislative Budget & Finance
Committee Study

* Required by Senate Resolution 250

 LB&FC had to “conduct a study relating
to the feasibility and cost-effectiveness
of merging public school district health
care plans.”

e Study done by PRM Consulting Group
Released November 30, 2015

Smart Business + Informed Decisions = Great Schools



LB&FC Study Findings

In contrast to the findings of LBFC’s 2004 study, which
found significant savings opportunities if all local education
agencies participated in a Commonwealth-wide plan, this
study finds that there are modest savings opportunities of
approximately 5 to 6 percent of costs in the near-term from
merging public school district health care plans.

That difference in findings reflects to a large extent changes
since the 2004 study, and especially the increasing
development of scale through school districts’ participation
in consortia arrangements, which now cover over 85
percent of all participants.

Source: Feasibility and Cost Effectiveness Study: Merging Commonwealth of Pennsylvania Public School District Health Care Plans, PRM
Consulting Group, Nov. 30, 2015

Smart Business + Informed Decisions = Great Schools



2004 LB&FC Study

Table 6.6
Total Estimated Savings That Would Have Been Achieved in
Year Ending June 30, 2003

$Millions

Savings for actives

Savings for retirees

Savings from stop loss

Savings from prescription drug rebates
Total estimated savings

bl Pl b o fon

Source: The Feasibility of Placing Public School Employees Under the Commonwealth’s Jurisdiction for the Purpose of Providing Health Benefits,
Hay Group, Inc., Jan. 20, 2004.

Smart Business + Informed Decisions = Great Schools



PRM Recommendations

Statewide carve-out of S72 million
pharmacy program

All school districts participate $20 million
In consortia

Statewide reinsurance pool $5 million
for stop-loss insurance

TOTAL SAVINGS in 2017: S97 million

Source: Feasibility and Cost Effectiveness Study: Merging Commonwealth of Pennsylvania Public School District Health Care Plans, PRM
Consulting Group, Nov. 30, 2015

Smart Business + Informed Decisions = Great Schools



Statewide Pharmacy Carve-Out

e Carve out pharmacy program from
current district health plans

 Competitively bid pharmacy program for
all districts statewide

* Could save approximately $100-160 per
covered life (doesn’t take into account
plan design differences)

Smart Business + Informed Decisions = Great Schools



Increase Consortia Participation

* |f school districts not currently
participating in a health care consortium
were to join, their costs would decrease
by 4-5%

* PRM’s recommendation focused on

continuing the positive work already

done by consortia—NOT on forcing a

statewide health plan

Smart Business + Informed Decisions = Great Schools



Statewide Reinsurance Pool

* For consortia purchasing stop-loss
insurance, a statewide reinsurance pool
could yield about $S18 per covered life.

Smart Business + Informed Decisions = Great Schools



Barriers to Statewide Health Plan

* 500+ separate employers

* 500+ separate collective bargaining
agreements

* Forces one-size-fits-all approach

* CANNOT keep everyone’s current benefits
in place AND save dollars

Smart Business + Informed Decisions = Great Schools



Real Savings Only By
Reducing Current Benefits

U.S. Health care spending breakdown, 2010

Hospitals
074%

B Hospitaks
B Physicians
Private health B Prescription drugs
ins. admin B Nursing/ Conlinued care
;":5% B Private health insurance admin costs
L B Other
Mursing/ B Total structures and equipment
Continued B Oental
;a::% B Public health activity
: B All other admin costs
Prescription B Horme health
drugs B Other professional
10,01% thﬁ:i.ans B FReseacch
20.04 % B Hon-durable medical equipment

Durable medical equipment

Source: Center for Medicane and Medicaid Sarvices

Smart Business + Informed Decisions = Great Schools



Barriers to Statewide Health Plan

* Would require massive change over—
about 200,000 covered employees
(450,000 covered lives)

 Transition would be a train wreck

— Individual LEAs would have to administer
multiple plans, as not all CBAs expire at the
same time

— Run out claims from existing plans while
paying on new statewide plan

Smart Business + Informed Decisions = Great Schools



Barriers to Statewide Health Plan

* No statewide provider, so it would have
to be done regionally—which is already
happening via consortia!

e Costs of state administration not
factored in...would likely be significant

— PSERS $44 million operating budget

Smart Business + Informed Decisions = Great Schools



Questions and Answers

Thank you for the opportunity to testify on
this important issue.

Smart Business + Informed Decisions = Great Schools



Pennsylvania Association of School Business
Officials

Mailing Address: Office Location:

P.O. Box 6993 2608 Market Place

Harrisburg, PA 17112-0993 Harrisburg, PA 17110
Telephone 717-540-9551 www.pasbo.org FAX 717-540-1796

House Democratic Policy Committee
Hearing on House Bill 348
Testimony of Janice Klein, Director of Business, Mt. Lebanon School District
Trustee, Secretary, Allegheny County Schools Health Insurance Consortium (ACSHIC)

Senate Resolution 250 directed a study of the feasibility and cost effectiveness of merging public school
district health insurance plans considering current benefits and costs. That study, completed by PRM
Consulting Group, found that many of the efficiencies they believed would benefit school districts from
a prior study had been implemented through the development of consortiums across the state over the
past eight years.

They found that over 85% of school districts have joined one of 37 consortia through the State to control
health care costs. Over those years, the consortia experienced average cost increases of 3.3% compared
to the Federal Employees Health Benefit Program of 3.5% increases and Kaiser Family Foundation cost
increases of 3.8%. In other words, our schools have found best practices in their regions and
implemented programs to take advantage of those cost savings you are discussing today.

While the study found a variety of differences in plan design and employee contributions to heath care
benefits, | would argue that each region found a way that met both employee and school district needs
in providing these benefits. Some regions found high deductible plans with savings plans attached met
some employee needs. Other regions found that low deductible plans with narrow networks of
providers provided the same or better savings without significant member costs.

Many school districts worked within the regional consortia to negotiate cost effective future contracts
with providers and unions so that savings implement over time as we educate our members on how to
get benefits and keep both consortia and their out-of-pocket costs low.

If the State steps in now, some of those contracts will be voided, and we will not only lose future
savings, but could be in a position of losing past savings by not meeting strict conditions of agreements
negotiated in our school districts” benefit.

1|Page



Everyone in the Western part of the State is painfully aware of the contract battle between our major
health care provider, UPMC, and our major insurer, Highmark. The Allegheny County Schools Health
Insurance Consortium (ACSHIC), took advantage of this local battlefield to negotiate highly competitive
rates with Highmark which includes the prescription costs of our members. This negotiation placed us in
a position to be the lowest cost healthcare provider of all the school consortia in the state. Forbes
Magazine wrote an article recently pointing out that if we paid the costs in the Pittsburgh area as they
do in the Philadelphia area, we would be spending $2 billion more on health care and would have that
much less to fund our educational programs in our communities.

As a result of our negotiations, we paid $12 million less in medical claims in 2015 than we paid in 2014.
This was done with the support of the PSEA, AFT Pa and the SEIU leadership which has an equal voice on
our board of trustees. We also paid a half million dollars less in claims processing fees.

And it is not only the health care costs, but also the administration fees for our Consortium. Our
administration costs total 1.1% of our claims and programs. Negotiating cost effective administrative
costs have kept our total costs low. | question whether the State implementing a new bureaucracy for a
proposed new state wide health insurance plan will be able to keep their overhead below our 1.1%. Our
trustees volunteer their time. Will a state wide plan have the same dedication at no cost?

And if the State’s administrative costs exceed ours, will we have to pay MORE for our benefits? And if
you negate our future savings contracts will we have to pay MORE for that? And if you expand our
network to include the most expensive and lowest quality hospital providers in the region, will we have
to pay MORE for that?

| would urge you to do as the medical profession states, ‘First, do no Harm’.

We just admitted a new school district to our regional Consortium. They came to us because our rates
were lower than theirs and our benefits better. We now span Allegheny, Butler, Beaver and
Westmoreland Counties. We also include Community Colleges because they too found significant
savings joining our consortium.

We would love to have your support for the incredible work we are doing regionally by encouraging the
school districts that are out on their own or in less effective groupings to join a regional consortia. We
take everyone, regardless of their claim history. We do this because it is the right thing for all residents
in Western Pennsylvania.

2|Page
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Pittsburgh 1st Graders' $2B Advantage
Over Philly Counterparts

At long last, forward-looking school and union
leaders recognize they share the same goals and
are proving that it's not that difficult to slay the
healthcare cost beast even in an expensive and
contentjous healthcare market. Philadelphia ;
represents the model that is destroying education }
budgets while Pittsburgh represents the antidote i

to that poisonous approach. Philadelphia is like 4.?"/
virtually every community in the country that [ / o =
wrote about where_teacher unjons are on the i
wrony side of the pegotiating table. In contrast, if -

teacher unions want to ensure their members get
fairly compensated and schools aren't further
decimated by healthcare’s hyperinflation, they
should follow Pittsburgh lead.

Redistribution ‘Tax’ Steals from Kids

If the current trend continues, it means that the
1st graders entering the Allegheny County
schools in the Pittsburgh area will collectively
have $2 billion more available to their
communily Lo invest in education and services
over the course of their school years.  This is
in stark contrast to how healthcare’s
hyperinflation "tax’ has redistributed money from
education and middle class incomes to
healthcare’s prolificacy. Ideally, the leaders in
Allegheny County will follow the lead of the
citizen in Orlando that reinvested money that
would have otherwise been squandered on
healthcare. In the process, they not only
improved the health of his company and
employees by saving 50% per capita on health
henefils, they adopled a nearby neighborhood
that was previously crime-ridden.




The investment over 20 years in daycare, pre-K,
after school programs and college tuition ($11
million) was just over what they save every year
compared to similar sized companies. The results
were breathtaking:

* Employees had their college
education and their kids’ college
education paid for {(after a few years
of service)

+ Despite having 56% of their
pregnancies classified as high risk, a
proactive pre-natal care program
ensures that the health of the mother
and baby are preserved by avoiding
premature births and complications

« Employee retention is six times
better than the industry average

¢ Crime rates in the adopted
neighborhood decreased by 67%

» High school graduation rates more
than doubled from 45% to nearly
100%

* So far, 450 (and counting) college
educations have been paid for in the
adopled community

I spoke with Jan Klein who leads the Allegheny
County Schools Health Insurance Consortium
about their efforts. Klein explained how they are
just getting started. Their approach is very
consistent with the Health Rosetta blueprint for
purchasing healthcare services wisely. They
recognized that the status quo of health benefits
is miserable. In a nutshell, they make wise
healthcare decisions free or nearly free (e.g.,
primary care is free and going to high quality
providers has very low or no co-pays or
deductible} and poor decisions are expensive.
It's much more subtle than counter-productive,
blunt instrument high deductible plans that often
fead to deferring care. The most_innovative
benefils advisors know that thoughtful plan
design creates a win for all parties {(e.g., high
deductibles make sense for poor decisions).

{Disclosure: As I've disclosed many times, the
Health Rosetta ts a non-commercial open-source
project that provides a reference model for how
purchasers of healthcare should procure health
services. In my role as managing partner of
Healthfundr, a seed stage venture fund, the
Health Rosetta is the foundation of our

investment thesis ]




Teachers Understand the Value of
Education

Previously, I shared how the HR leader of a town
and a small manufacturer demonstrated that the

way Lo slas B are costs was to §
health bepefits. They described that a key to their
success was to have what they dubbed an “adult
conversation” to educate their employees so they
understood the madness of healthcare pricing,.
For example. They explain pricing failure (i.e., no
correlation between cost and quality) in
healthcare through straightforward examples to
show employees what the organization pays and
the odd dynamics of healthcare. Some experts
have corrected me and said there is a correlation
between cost and quality — it’s frequently
inversely correlated.

The small manufacturer demonstrated sustained
success where they are paying 30% less per
capita on health benefits by solving healthcare’s
most vexing problem.
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ﬁ Allegheny County Schools Health Insurance Consartium

Photo Courtesy of Alegheny County Schools Health fusurance
Consortium

Originally things in Allegheny County were like
the rest of the country where the teacher unions
and school leaders were adversaries.



¢¢ Hardly a day goes by without hearing about a
threatened or actual teacher strike, Inevitably, 4
primary point of contention is health benefits.
Collectively, the teacher unions and school boards
are sticking a few more fingers in the dike. if they
popped their heads above the dike, they would
realize that a healtheare tsunami is headed their way.
In the meantime, high quality schools and programs
are being washed away. The collateral damage ranges
from larger class sizes to fewer arts programs lo
redueed compensation for teachers. None of these
easualties arc good for kids ot the nation's future.

Klein described how the school and union leaders
finally recognized they have shared goals. For
example, if healthcare isn't affordable, schools
can't provide salaries they would like to offer and
teachers deserve. The consortium is now jointly
managed with equal representation from both
labor and management. When they have
consultants join their meetings, they can't tell
who is labor versus who is management. Many
times, it's the union leaders (Dave Wyatt leads
the labor side of the equation) who are more
aggressive on pushing forward new initiatives.

Klein pointed out that the most important thing
is you have to teach people how to get value.
Naturally, teachers understand the value of
education. The math is simple:

* You can't make wise decisions
without transparency. Transparent
medical markets ensure 4 fair deal
for the provider, employer and
employee. The math is simple for the
employer: If they get a fair price from
a high guality provider, they'll gladly
waive ¢o-pays and deductible as this
brief video from one of the
transparent medical market service
providers describes.

* With proper_ value-hbased primary
care, an ounce of prevention is worth
a pound of cure, This is a stark
contrast with the unfortunate reality
where primary care has been turned
into milk-in-the-back-of-the-store
designed to push people toward high
margin (and often unnecessary)
services. Having studied both value
and volume-based primary care, it's
apparent that the volume-based
practices effectively ration choices
and quickly steer patients to
overtreatment in the form of tests
and procedures. After all, there isn't
a radiologist in the world who
believes Americans should be
receiving nearly 100 million CT scans



every year. When there is a proper
primary care relationship, they lay
out all of the options available to a
patient. For example, when an
individual is educated that ~90% of
spinal procedures could be more
effectively addressed by alternative
approaches such as physical therapy,
they almost always choose the less
invasive option. A good price on an
unnecessary procedure is still a bad
deal.

» In Philadelphia, schools pay $8,815
cost per member for health benefits.
In Allegheny County, the consortium
has 48,000 members and pays
$4,661 per member. In the Allegheny
consortium, if they paid like
Philadelphia, they'd be spending
$199 million more every year. Over
the course of a child’s K-12 education
in Pittsburgh, that would add up to
well over $2 billion that is available
to a higher and better use.

The more one studies the collateral damage from
healthcare’s under-performance, the clearer it
becomes that the healthcare status guo is the

3| st | [ eat to ica.
without a doubt, the biggest underlying driver of
the_most interesting presidentjal election in my
lifetime is the damage healthcare has done to the
middle class.

The threat from healthcare is why an Oscar
nominee and Peabody-winning filmmaking team
are highlighting the inconvenient truth that there
are two health systems in this country in an
upcoming documentary with the working title,
Healthcare Heist. The better system is one that
wildly out-performs the status quo on Quadruple
Aim objectives but is available to only a small
number of people — not because it’s more
expensive but because it’s less expensive. The
“preservatives” hellbent on preserving the status
quo do their best to obfuscate this reality. The
irony is there are low-income individnals paying
or healthcare out of their own pocket (they
aren’t eligible for Medicaid) that is superior to
what 99% of Americans are getting — rich or
poor. It only takes will on the part of employers
to make this happen. Thankfully, innovative
benefits advisors are guiding their clients to do
this at increasing rates. Those benefits brokers
who remain laggards will go the way of stock

h] !!L’O] S.



Disclosure: I am a subject matier expert for the
documentary due to my work on the Health
Rosetta.

Fortunately, there are employers, school
districts, unions and many others who are taking
advantage of the open source Health Rosetta
blueprint. I'm regularly asked to speak about how
to thwart the heist at customer events for TPAs
and benefits consultants, business coalitions,
non-profit associations, and public sector
organizations. When 1 shared the sentiment I'm
observing at these events with an executive
producer of the documentary, he sent me a link
to one of the most famous scenes in a movie. You
might say they are mad at health and aren’t going
to take it anymore.

I'm mad as Hell and | m not going to take..

Though their counterparts in Philly may tout
their brotherly love, the education leaders in
Pittsburgh are proving their love of serving kids
led them to move past tired, old assumpticns of
labor and management being at odds. It’s clear
that when teacher unions and school boards
exhibit leadership and vision, they can slay the
healthcare cost beast that has ripped to shreds
education budgets throughout the country. Their
leadership stands in stark contrast to the ongoing
childish behavior of the two behemoths in
Pittsburgh who demonstrate their selfish
interests are more important than the
community’s wellbeing. Fortunately, the
Pittsburgh area school leaders’ steely resolve in
the face of local challenges should inspire school
boards and teacher unions throughout the
country.
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Thank you for giving myself and the Pennsylvania Association of Health Underwriters
(PAHU) an opportunity to testify today. For the record, my name is Vince Phillips. I
serve as Lobbyist for the Pennsylvania Association of Health Underwriters, an

association whose members specialize in health insurance and employee benefits.

House Bill 348 is the latest in a long string of legislation concerning possible

consolidation of school district benefit programs into one state-run system.

It would seem that despite section 321 which seeks to study the question, the outcome is
already foregone. Why establish a Public School Employees’ Benefit Board, establish its
makeup, internal operating procedures, and transition process from existing benefit

programs to the new one if the choice is unclear.

Logically, if this option is to be considered, the study should come first. The study
should be done by a neutral party versus the Public School Employees’ Benefit Board

which would have a vested interest in the outcome.

PAHU suggests that House Bill 348’s call for study may be redundant because that

analysis has already taken place.

Senate Resolution 250 sponsored by Senator David Argall was adopted March 31, 2014.

As a bipartisan measure with eight Republican and six Democratic sponsors, Senate
Resolution 250 directed the Legislative Budget & Finance Committee to undertake a
study to:
- Provide a detailed analysis of specific health benefits, policies and contracts
currently provided by at least 50% of the school districts in the Commonwealth
- Project current benefits costs over the next five years
- Impact on Public School Employees’ Retirement System and State Employees’

Retirement System



- Comparison with coverage held by average taxpayers in the relevant region

- Regionalization versus one health plan as options

- Cost savings realized by consortia

- Administrative, staffing and technology costs associated with forming mergers
- Comparison of school employees versus Commonwealth employees

- Cost of least-used benefit by school employee

- Cost impact from the Patient Protection Affordable Care Act’s ‘Cadillac Tax’

It is not entirely an overlay — for example, House Bill 348 would also study
postretirement health care liabilities and estimate of financial obligation of or of funds
owed to a school district if there is termination of coverage under a school district-
sponsored plan. But it looks like the heavy lifting has already been done in the report
issued December 9, 2015.

One finding of the Legislative Budget & Finance Committee study is that 85% of school

districts obtain coverage from one of 37 consortia. What does this mean?

Simply put, school districts realized in the early 2000s that they had to do something to
reduce health care claim costs and to improve administration practices. The consortia
approach was their answer — without a state decree and without forced consolidation.
The Senate Resolution 250 study findings undercut much of the rationale for a state

consolidation by recognizing the success of this evolutionary drift towards consortia.

The study did not recommend consolidating school district benefit programs into one
state-run entity. Instead, it recommended further coordination of benefit programs
through the consortia and creation of a state reinsurance program that consortia could use
to purchase stop-loss insurance. This reinsurance coverage would kick in if claims

exceeded a certain amount, triggering the reinsurance.



Note that this is a marked change from the 2004 Hay Study which did advocate
consolidation into one state program. This is not 2004 and twelve years later, school

districts have adapted by crafting their own regional solutions.

The bottom line is that PAHU believes that school districts should be allowed to make
their own decisions. Let the consortia continue to work. The 15% of school districts that
are not now in consortia have their reasons. If they do not need consortia because they
have solved their own problems, so be it. If an individual school district’s coverage is
insufficient or there is inadequate claims management, the voters can certainly change the

school directors to ensure tighter management.

Again, I appreciate this opportunity to share the views of the PA Association of Health

Underwriters with this committee.
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MEMORANDUM

Posted: January 21, 2015 10:39 AM

From: Represeniative Bernie C'Neill and Rep. Sid Kavulich

To: All House members

Subject: Public Schoo! Employees Benefit Board Legislation (Prior HB 2080 — 2011-12 Session)

in the near future, we intend to re-introduce legisiation establishing the Public School Employees Benefit Board. The Board will be
comprised of twenly members, representing school employees, school boards, the legislature and the administration. The duties o
this board would be to conduct a comprehensive study of health benefits currently provided to public school employers and the
cost effectiveness of a statewide public school employee health care benefit program.

Once the board has completed its study, the board will determine whether to proceed with one of two options. In order to proceed
on either option, a qualified majority of board members — at least 15 of the 20 members — is required to vote for that option. The
first option that could be pursued by the board, with a qualified majority vote, would be to develop a statewide public school health
care benefits program, including the design and implementation of such a program. This includes, but is not limited to establishing
health plan options, beneiit offerings, eligibility requirements, employee-cost sharing requirements, and payment provisions.
Before the program could be established a qualified majority vate by the board would be required to approve tha program.

If the board decided against proceeding with the first option, the board could decide by a qualified majority vote to develop an
alternative measures program, such as consolidating coverage regionally, consolidating selected areas of coverage such as
prescriptions, andfor developing best practice standards and benchmarks for current health care plans. In order to establish the
alternative measures program a qualified majority of board members would be required to approve the program.

This legislation provides addifional oversight by the legislature before a statewide public schocl health care benefits program can
be implemented by the board. The board can proceed with implementation of the program unless a legislative resolution to the
contrary is adopted by the legislature within 45 days after publication of the plan. The process by which a resolution would be
enacted by the legislature would be similar te the existing regulatory review process.

As healti care costs continue to rise in our Commonwealth and across the nation, we believe this legislation to be of great
importance. Thank you for your consideration and support of this very important piece of legislation,

I hope you will join us as a co-sponsor of this legislation. If you have any questions please contact Connie McClure in my
Harrisburg office at 705-7170 or by e-mailing emeclure@pahousegop.com.

Thank you for your consideration of this legislation.

@ Introduced as HB348

i

hitp://www.legis.state.pa.us/cfdocs/Legis/CSM/showMemoPublic.cfm?chamber=H&SPick... 3/30/2016
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AN ACT
Establishing the Public School Employees' Benefit Board and
providing for its powers and duties; requiring a school
employee benefits study and evaluation; providing for a
Statewide health benefits program for public school
employees, for alternative measures for cost reduction and

for a retirement health savings plan; and establishing the
Public School Employees' Benefit Trust Fund.
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evaluation.

Section 322. Board review and election.
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18 The General Assembly of the Commonwealth of Pennsylvania

19 hereby enacts as follows:

20 CHAPTER 1

21 PRELTMINARY PROVISIONS

22 Section 101. Short title.

23 This act shall be known and may be cited as the Public School

24 Employees' Benefit Act.

25 CHAPTER 3

26 ADMINISTRATION OF BENEFITS
277 SUBCHAPTER A

28 DEFINITIONS

29 Section 301. Definitions.

30 The following words and phrases when used in this chapter
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shall have the meanings given to them in this section unless the
context clearly indicates otherwise:

"Alternate health care plan.”"” A plan or plan design
established by the Public School Employees' Benefit Board
pursuant to section 331 (f) (2) (1ii) which the board in its
exclusive authority determines to contain benefits equivalent to
the standard benefit package.

"Alternative measures program." A program created by the
Public School Employees' Benefit Board in accordance with the
provisions of Subchapter E.

"Annuitant." Any "annuitant" or "disability annuitant" as
defined in 24 Pa.C.S. § 8102 (relating to definitions).

"Best practices." Standards of criteria, measures and
results developed by the Public School Employees' Benefit Board
that may be reflective of such standards developed by broadly
accepted organizations such as the National Committee for
Quality Assurance (NCQA) and the Centers for Medicare and
Medicaid Services (CMS), consulting firm benchmarks and medical
and industry journals that promote the precisions of efficient
delivery and design of employee benefits.

"Board." The Public School Employees' Benefit Board created
in section 311.

"Board member." A person designated or appointed to the
Public School Employees' Benefit Board pursuant to section
311 (a).

"Consortium." A coalition of two or more geographically
defined public school entities, or a coalition of one or more
geographically defined public school entities and one or more
political subdivisions as defined by 61 Pa. Code § 315.2

(relating to definitions), formed for the purpose of pooling
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combined purchasing of the individual participants in order to
increase bargaining power to obtain health care benefits.

"Contribution rate."™ The rate established by the Public
School Employees' Benefit Board in accordance with section
334 (b) and (c) used to determine contributions by the
Commonwealth and public school entities for the funding of the
standard benefit package for eligible individuals in each health
care region.

"Cost-sharing." The fee paid by the member that covers a
share of the cost of providing group health benefits under the
Statewide health benefits program or the fee paid by a school
employee or annuitant that covers a share of the cost of
providing health care coverage in a plan sponsored by the public
school entity. The term shall not include:

(1) any fee paid by the member, school employee or
annuitant at the time of service, such as copayments or
deductibles, in order to obtain prescription drugs or other
specific health care services; or

(2) any additional cost paid by the member, school
employee or annuitant for optional benefit packages.
"Eligible individual." An individual who is a member or the

health care dependent of a member.

"Employee benefits account." A ledger account of the Public
School Employees' Benefit Trust Fund created in section 336 (a)
(1) .

"Employer contribution account.”™ A ledger account of the
Public School Employees' Benefit Trust Fund created in section
336 (a) (3) .

"Health care dependent." An individual who is eligible to

receive health care coverage under the Statewide health benefits

20150HB0348PN0370 -4 -
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program due to the individual's relation to the member, as
determined by the Public School Employees' Benefit Board.

"Health care region." The geographic regions determined by
the Public School Employees' Benefit Board to be appropriate for
providing health benefits for eligible individuals based on the
availability of insurance carriers, benefit administrators,
health care providers, health care provider networks, costs and
any other factors related to health care or the financing of the
benefits.

"IRC." The Internal Revenue Code of 1986, as designated and
referred to in section 2 of the Tax Reform Act of 1986 (Public
Law 99-514, 100 Stat. 2085, 2095). A reference in this chapter
to "IRC § " shall be deemed to refer to the identically numbered
section and subsection or other subdivision of such section in
26 U.S.C. (relating to Internal Revenue Code).

"Long-term substitute.”" A school employee who is
substituting for an officer, administrator or employee of a
public school entity for a qualifying period of time to be
determined by the Public School Employees' Benefit Board.

"Medicare." The programs established by Title XVIII of the
Social Security Act (49 Stat. 620, 42 U.S.C. § 1395 et seq.)
which include: Part A, Hospital Insurance Benefits for the Aged
and Disabled; Part B, Supplementary Medical Insurance Benefits
for the Aged and Disabled; Part C, Medicare+ Choice Program; and
Part D, Voluntary Prescription Drug Benefit Program; and
including any subsequent changes or additions to those programs.

"Member." An eligible individual who is so specified for
enrollment in the Statewide health benefits program and in whose
name the identification card is issued. A member can be:

(1) A school employee.

20150HB0348PN0370 -5 -
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(2) An annuitant.

(3) A transfer employee.

(4) An individual separated from employment with a
public school entity who the Public School Employees' Benefit
Board determines is eligible to purchase continuation of
coverage in the Statewide health benefits program.

(5) Others as approved by the Public School Employees'
Benefit Board.

"Optional benefit package." A plan or plan design
established by the Public School Employees' Benefit Board
pursuant to section 331 (f) (2) (iii) which includes specific
health care services that are not part of the standard benefit
package.

"Participant account holder." A school employee
participating in a retirement health savings plan or a school
employee who retires or otherwise terminates employment with a
public school entity and becomes eligible to be reimbursed from
the employee's retirement health savings plan account for the
I.R.C.-qualified health-related expenses. The term shall also
include the health care dependent of a school employee who
succeeds in interest to a deceased school employee and becomes
eligible to be reimbursed for health-related expenses from the
school employee's account.

"Phase-in period." The period of program operation in any
health care region from the time the Public School Employees'
Benefit Board begins implementation of mandatory participation
under section 332 until the commencement of the first plan year
in which 75% of school districts in that region are
participating in the program.

"Program." The Statewide health benefits program sponsored
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by the Public School Employees' Benefit Board in accordance with
the provisions of Subchapter D.

"Public School Code." The act of March 10, 1949 (P.L.30,
No.14), known as the Public School Code of 1949.

"Public school entity." A school district of any class,
intermediate unit, area vocational-technical school, charter
school or other school, as provided for under the Public School
Code. The term shall also include the former Scotland School for
Veterans' Children and the former Scranton State School for the
Deaf.

"Qualified majority vote."™ A vote by the Public School
Employees' Benefit Board requiring the support of a majority of
the members of the board present and voting, with the support of
at least two board members described in section 311 (a) (1), at
least two board members appointed under section 311 (a) (3) and at
least four board members appointed under section 311 (a) (2), of
whom at least two board members must be appointed under section
311 (a) (2) (i) (A), to pass.

"Qualifying event." A change in marital status, death of a
member or the change in a health care dependent's status,
subsequent to the commencement of coverage under this chapter,
or the involuntary termination of health plan coverage that was
obtained through a health care dependent.

"Reserve account." A ledger account of the Public School
Employees' Benefit Trust Fund created in section 336 (a) (2).

"Retirement system." The term shall have the same meaning as
"system" in 24 Pa.C.S. § 8102 (relating to definitions).

"School employee." Any person regularly employed by or in a
public school entity for which work the person is receiving

regular remuneration as an officer, administrator, employee or
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long-term substitute. The term excludes any independent
contractor, person compensated on a fee basis or, unless
otherwise determined by the Public School Employees' Benefit
Board, any part-time hourly school employee. The term includes
any employee of a public school entity who has a position for
which eligibility in a health care plan sponsored by the public
school entity is in effect as of the effective date of this
chapter.

"Standard benefit package." The benefit package established
by the Public School Employees' Benefit Board pursuant to
section 331 (f) (1).

"Supplemental benefits." Dental care, vision care and
employee assistance program benefits that may be offered in
addition to medical and hospital services and prescription drug
benefits.

"Transfer employee." A person who is not a school employee
who is regularly employed at a worksite in a public school
entity, regardless of who actually employs the person, if the
person is performing services previously performed by a school
employee.

"Trust fund." The Public School Employees' Benefit Trust
Fund established in section 336.

SUBCHAPTER B
PUBLIC SCHOOL EMPLOYEES' BENEFIT BOARD
Section 311. Public School Employees' Benefit Board.

(a) Status and membership.--The board shall be an
independent administrative board and shall consist of the
following board members:

(1) The Secretary of the Budget, the Secretary of

Education, the Secretary of Administration and the Insurance
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Commissioner, who shall serve ex officio.
(2) Eight persons representing school employees who are
covered by the program appointed in the following manner:

(i) Six persons representing school employees who
are covered by the program in an approximate proportion
to the percentage of professional employees represented
in collective bargaining by school employee unions
working in public school entities that will be covered by
the program when it is fully operational and based on
full participation by all school entities, appointed by
the Governor and chosen from a list of candidates
submitted by those school employee unions; provided that
all of the following shall occur:

(A) no fewer than five persons shall be
appointed from a list of candidates submitted by the
school employee union that on the effective date of
this chapter represents in collective bargaining the
greatest proportion of all professional employees
working in public school entities that will be
covered by the program when it is fully operational
based on full participation by all school entities;
and

(B) no less than one person shall be appointed
from a list of candidates submitted by any school
employee union that on the effective date of this
chapter represents in collective bargaining more than
4,000 professional employees working in public school
entities that will be covered by the program when it
is fully operational.

(ii) Two persons representing school employees who

20150HB0348PN0370 -9 -
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are covered by the program represented in collective

bargaining by school employee unions other than school

employee unions within subparagraph (i) appointed by the

Governor and chosen from a list of candidates submitted

by those school employee unions other than school
employee unions within subparagraph (i).
(1iii) For purposes of this section "school employee
unions" shall include a Statewide affiliate of such
school employee unions.
(3) Four persons representing public school entity
employers appointed by the Governor and chosen from a list of
candidates submitted by the Pennsylvania School Boards
Association. At least one of the school entity employer
representatives initially named to the board shall be a
member of a consortium board.
The school employee unions and the Pennsylvania School Boards
Association shall provide the Governor with their respective
lists of candidates within 15 days following the effective date
of this section. The Governor shall make his appointments within
45 days following receipt of the lists.

(b) Terms.—--—

(1) Three board members appointed under subsection (a)
(2) (i), as designated by the Governor, shall serve a term of
two years, and three board members appointed under subsection
(a) (2) (1), as designated by the Governor, shall serve a term
of four years.

(2) One board member appointed under subsection (a) (2)
(ii), as designated by the Governor, shall serve a term of
two years, and one board member appointed under subsection

(a) (2) (1ii), as designated by the Governor, shall serve a term
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of four years.

(3) Two board members appointed under subsection (a) (3),
as designated by the Governor, shall serve a term of two
years, and two board members appointed under subsection (a)
(3), as designated by the Governor, shall serve a term of
four years, except that the Pennsylvania School Boards
Association shall designate for which initial term the
representative who is a member of a consortium board shall
serve.

(4) Successors for all board members shall be appointed
for terms of four years, except as provided in subsection
(d) . Board members shall be eligible for reappointment.

(c) Meetings.--The board shall meet as needed to fulfill its
duties, and nine board members shall constitute a quorum. Board
members shall elect the chairman of the board. Except in
instances where a qualified majority is required under this
chapter, a majority of the board members present and voting
shall have authority to act upon any matter. The board is
authorized to establish rules of its operation, including a
provision for the removal of board members for nonattendance.

(d) Vacancies.--A vacancy occurring during the term of any
board member shall be filled for the unexpired term by a
successor appointed in the same manner as his predecessor. The
school employee unions and the Pennsylvania School Boards
Association shall provide the Governor with their respective
lists of candidates within 60 days prior to the end of a
member's term or within 15 days of any other vacancy.

(e) Oath of office.--Each board member shall take an oath of
office that the member will, so far as it devolves upon the

member, diligently and honestly administer the affairs of the
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board and that the member will not knowingly violate or
willfully permit to be violated any of the provisions of law
applicable to this chapter. The oath shall be subscribed by the
board member making it and certified by the officer before whom
it is taken and shall be immediately filed in the office of the
Secretary of the Commonwealth.

(f) Compensation and expenses.--Board members who are
members of the retirement system or the State Employees'
Retirement System shall serve without compensation. Board
members who are members of the retirement system and who are
employed by a public school entity shall not suffer loss of
salary or wages through serving on the board. The board, on
request of the employer of any board member who is an active
professional or nonprofessional member of the retirement system,
may reimburse the employer for the salary or wages of the member
or for the cost of employing a substitute for the board member
while the board member is necessarily absent from employment to
execute the duties of the board. The board members who are not
members of either the retirement system or the State Employees'
Retirement System may be paid $100 per day when attending
meetings, and all board members shall be reimbursed for any
necessary expenses. When, however, the duties of the board as
mandated are not executed, no compensation or reimbursement for
expenses of board members shall be paid or payable during the
period in which the duties are not executed.

(g) Corporate power and legal advisor.--For the purposes of
this chapter, the board shall possess the power and privileges
of a corporation. The Office of General Counsel shall be the
legal advisor of the board.

(h) Duties of the board.--The board shall have the power and
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authority to carry out the duties established by this chapter,
including the design, implementation and administration of the
school employee health benefits study pursuant to Subchapter C
and either the Statewide health benefits program if approved
pursuant to section 323 or the alternative measures program if
created pursuant to section 351.

Section 312. Administrative duties of board.

(a) Employees.--The compensation of all officers and
employees of the board who are not covered by a collective
bargaining agreement shall be established by the board
consistent with the standards of compensation established by the
Executive Board.

(b) Secretary.--The board shall select a secretary, who
shall not be a board member. The secretary shall act as chief
administrative officer for the board. In addition to other
powers and duties conferred upon and delegated to the secretary
by the board, the secretary shall:

(1) Serve as the administrative agent of the board and
as liaison between the board and applicable legislative
committees.

(2) Review and analyze proposed legislation and
legislative developments affecting the program and present
findings to the board, legislative committees and other
interested groups or individuals.

(3) Receive ingquiries and requests for information
concerning the program from the press, Commonwealth
officials, public school entities, school employees and the
general public and provide information as authorized by the
board.

(c) Professional personnel.--The board may employ or
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contract with consultants and other professional personnel as
needed to conduct the school employee health benefits study and
evaluation pursuant to Subchapter C and to operate the program,
including third-party administrators, managed care managers,
chief medical examiners, actuaries, investment advisors and
managers, legal counsel and other professional personnel as it
deems advisable. The board may also contract for the services of
any national or State banking corporation or association having
trust powers, with respect to carrying out the business and
other matters of the program.

(d) Expenses.--The board shall, through the Governor, submit
to the General Assembly annually a budget covering the
administrative expenses of this chapter. The expenses, as
approved by the General Assembly in an appropriation bill, shall
be paid:

(1) from the General Fund; or

(2) starting in the first fiscal year after the
transition period is complete and every fiscal year
thereafter, from reserves and investment earnings of the
trust fund.

(e) Meetings.--The board shall hold at least four regular
meetings annually and other meetings as it may deem necessary.

(f) Records.--The board shall keep a record of all its
proceedings which shall be open to inspection by the public.

(g) Procurement.--The board shall not be subject to 62
Pa.C.S. Pt. I (relating to Commonwealth Procurement Code).

(h) Temporary regulations.--

(1) Notwithstanding any other provision of law to the
contrary and in order to facilitate the prompt implementation

of this chapter, regulations promulgated by the board during
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the two years following the effective date of this chapter

shall be deemed temporary regulations which shall expire no

later than three years following the effective date of this
chapter or upon promulgation of regulations as generally
provided by law. The temporary regulations shall not be
subject to:

(1) Sections 201, 202, 203, 204 and 205 of the act
of July 31, 1968 (P.L.769, No.240), referred to as the
Commonwealth Documents Law.

(i) The act of June 25, 1982 (P.L.633, No.1l81),
known as the Regulatory Review Act.

(2) The authority provided to the board to adopt
temporary regulations in this subsection shall expire two
years from the effect date of this chapter. Regulations
adopted after the two-year period shall be promulgated as
provided by law.

(i) Postretirement benefits study.--The board shall conduct
an assessment of public school entity postretirement health care
liability in this Commonwealth and publish a report providing
generalized data regarding the scope of the liability to be
borne by public school entities and measures implemented by
public school entities to prepare for this liability. This
assessment may be conducted in conjunction with the study
required by section 321.

SUBCHAPTER C
STUDY AND OPTIONS ELECTION
Section 321. School employee health benefits study and
evaluation.
(a) Study.--The board shall conduct a thorough evaluation of

existing health care arrangements covering school employees in
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this Commonwealth, examine future cost forecasts and collect
data necessary to determine if the board could construct and
sponsor a health care benefit program that would reduce long-
term costs or the rate of growth of long-term costs in the
aggregate for public school entities while maintaining a
comprehensive package of quality health care benefits for school
employees. The board shall conduct the study as provided under
this section.

(b) Data elements.--No later than 60 days after the board is
constituted, the board shall determine the information necessary
to evaluate the existing health care arrangements covering
school employees in this Commonwealth and begin to collect the
data, including, but not limited to:

(1) The total cost of providing medical/hospital and
prescription drug coverage.

(2) The types and levels of coverage currently made
available to school employees.

(3) The nature of health care purchasing arrangements.

(4) An explanation and estimate of any financial
obligation of or funds owed to a public school entity related
to the termination of coverage under a school district-
sponsored health benefits plan.

(5) An estimate of the amount of and basis for claims
which may be outstanding during the transition for public
school entities which self-fund their coverage and the status
of any reserves established for such outstanding claims.

(6) The term and effect of collective bargaining
agreements governing health benefits.

(7) The amount and basis of any school employee cost-

sharing, both individual and in aggregate.
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(8) The total amount of employer-paid costs in
aggregate.

(9) An assessment of any postretirement health care
benefit liabilities and claims experience data.

(c) Data sources.--All entities providing health benefit
coverage for eligible individuals or administering coverage for
health benefits under this chapter shall provide information on
coverage, benefits, plan design, claims data, premiums, cost-
sharing and financial arrangements as the board shall specify to
meet the requirements of subsection (b). Notwithstanding any law
to the contrary, any agency, authority, board, commission,
council, department or office under the jurisdiction of the
Governor shall cooperate with the board in its collection of
health insurance or health care coverage data as specified by
the board to effectuate this section in accordance with this
section.

(d) Public school entities.--The Secretary of Education
shall assist the board in obtaining the necessary data for the
study from public school entities and consortia. In the event it
is necessary to facilitate the collection of data from a
noncooperating public school entity or consortium, the Secretary
of Education may request the State Treasurer to cause the
suspension of any payment of money due to the noncooperating
public school entity or public school entities that are
participants in a noncooperating consortium on account of any
appropriation for schools or other purposes until the necessary
information is properly provided. A public school entity shall
be notified before any payments are suspended and may appeal to
the secretary and request an extension of time if there have

been extenuating circumstances preventing the timely submission
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of all necessary information. In considering an appeal, the
secretary may grant an extension of time for the public school
entity or consortium to provide the necessary information before
the suspension is instituted. The board is authorized and shall
authorize school entities and consortia to enter into agreements
with entities providing or administering coverage for health
care benefits under this chapter for the purpose of carrying out
the provisions of this section.

(e) Health benefit entities.--

(1) An entity providing or administering health
insurance or health care coverage for public school
employees, with the exception of public school entities or
consortia as provided for in subsection (d), shall, upon the
written request of the board, public school entities,
consortium or insured, provide claims and loss information
within 60 days of the request or sooner, if so determined by
the board.

(2) The Insurance Commissioner, the Department of Health
and any other agency, authority, board, commission, council,
department or office under the jurisdiction of the Governor
having regulatory authority over any entity charged under
paragraph (1), hereafter known as "regulating authority,"
shall cooperate with the board, if necessary, to obtain
information from any insurance company, third-party
administrator or other administrator or provider of health
insurance benefits for school employees, other than a public
school entity or consortium. Following notice and hearing,
the board may impose an order assessing a penalty of up to
$1,000 per day upon any entity, other than a public school

entity or consortium, that willfully fails to comply with the
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obligations imposed by this section. If the entity does not
comply with the obligations imposed by this section within 15
days of an order being imposed, the board shall notify the
regulating authority of the failure of an entity under its
jurisdiction to provide data as set forth in this section.
Upon notification, the regulating authority shall suspend or
revoke the license of the entity or otherwise suspend or
revoke the entity's ability to operate until such time as the
board notifies the regulating authority that the entity is in
compliance. The board shall have standing to petition the
Commonwealth Court to seek enforcement of the order.

(3) This subsection shall apply to every entity
providing or administering group health coverage in
connection with providing health care benefits to school
employees within this Commonwealth, including plans,
policies, contracts or certificates issued by:

(i) A stock insurance company incorporated for any
of the purposes set forth in section 202 (c) of the act of
May 17, 1921 (P.L.682, No.284), known as The Insurance
Company Law of 1921.

(ii) A mutual insurance company incorporated for any
of the purposes set forth in section 202 (d) of The
Insurance Company Law of 1921.

(iii) A professional health service corporation as
defined in 40 Pa.C.S. Ch. 63 (relating to professional
health services plan corporations).

(iv) A health maintenance organization as defined in
the act of December 29, 1972 (P.L.1701, No.364), known as
the Health Maintenance Organization Act.

(v) A fraternal benefit society as defined in
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1 section 2403 of The Insurance Company Law of 1921.

2 (vi) A hospital plan corporation as defined in 40

3 Pa.C.S. Ch. 61 (relating to hospital plan corporations).

4 (vii) Health care plans subject to the Employee

5 Retirement Income Security Act of 1974 (Public Law 93-

6 406, 88 Stat. 829), to the maximum extent permitted by

7 Federal law.

8 (viii) An administrator as defined in section 1002

9 of the act of May 17, 1921 (P.L.789, No.285), known as
10 The Insurance Department Act of 1921.

11 (ix) A person licensed pursuant to Article VI-A of
12 The Insurance Department Act of 1921.
13 (x) Any other person providing or administering
14 group health care coverage on behalf of a public school
15 entity, or accepting charges or premiums from a public
16 school entity, in connection with providing health care
17 coverage for school employees, including, but not limited
18 to, multiple employer welfare arrangements, self-insured
19 public school entities and third-party administrators.
20 (f) Confidentiality.--Any data requested by or provided to

21 the board pursuant to this section shall comply with the

22 standards for privacy established pursuant to the Health

23 Insurance Portability and Accountability Act of 1996 (Public Law
24 104-191, 110 Stat. 1936).

25 (g) Prepared materials.--Any documents, materials or

26 information solely prepared or created for the purpose of

27 1implementation of subsection (b) are confidential and shall not
28 be discoverable or admissible as evidence in any civil or

29 administrative action or proceeding. Any documents, materials,

30 records or information that would otherwise be available from
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original sources shall not be construed as immune from discovery
or use in any civil or administrative action or proceeding
merely because they were presented to the board. Nothing in this
subsection shall be construed to prevent publication or
dissemination of the aggregate study findings.

(h) Received materials.--Any documents, materials or
information received by the board or by a department under the
jurisdiction of the Governor on the board's behalf for the
purpose of implementation of subsection (b) shall not be
discoverable from the board, any department or the submitting
entity, nor shall they be admissible as evidence in any civil or
administrative action or proceeding. Any documents, materials,
records or information that would otherwise be available from
original sources shall not be construed as immune from discovery
or use in any civil or administrative action or proceeding
merely because they were received by the board or any
department.

(1) Document review.--No current or former member or
employee of the board or any department shall be allowed to
testify as to any matters by reason of the member's or
employee's review of documents, materials, records or
information submitted to the board by the entity providing
health insurance or health care coverage pursuant to subsection
(b) . The enjoinment of testimony does not apply to findings or
actions by the board or any department that are public records.

(j) Original source document.--In the event an original
source document as set forth in subsection (g) is determined by
a court of competent jurisdiction to be unavailable from the
entity providing health insurance or health care coverage in a

civil action or proceeding, then, in that circumstance alone,
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the board may be required pursuant to a court order to release
that original source document to the party identified in the
court order.

(k) Right-to-know requests.--Any documents, materials or
information made confidential by subsection (f) shall not be
subject to requests under the act of February 14, 2008 (P.L.G6,
No.3), known as the Right-to-Know Law, or any successor statute.

(1) Liability.--Notwithstanding any other provision of law,
no person or entity providing any documents, materials or
information to the board, any department or other entity on the
board's behalf shall be held by reason of having provided the
documents, materials or information to have violated any
criminal law, or to be civilly liable under any law, unless the
information is false and the person providing the information
knew or had reason to believe that the information was false and
was motivated by malice toward any person directly affected by
the action.

Section 322. Board review and election.

(a) Options assessment.--Upon collection of the necessary
information, the board shall evaluate existing public school
entity health care arrangements, examine options that would
aggregate, either Statewide or regionally, health care coverage
for public school employees, assess possible cost-management
improvements and solicit input from public school entities and
consortia identified with best practice standards. The board
shall investigate the creation of a Statewide health benefits
program as provided for in section 331 with the goal of
improving the overall affordability of providing health care
coverage for public school employees. The cost projections shall

be predicated on a plan that provides quality health care
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benefits at a level consistent with those now provided to most
school employees through existing collective bargaining
contracts and offers coverage to school employees and other
eligible individuals.

(b) Election to proceed with program.--No later than 10
months after the board is constituted, unless a request by the
board for an extension is granted by the Governor, the board
shall decide whether to implement a Statewide health benefits
program, as provided for in section 331, or to implement an
alternative measures program, as provided for in section 351, to
reduce health coverage costs for public school entities. The
board's election to implement a Statewide health benefits
program or to implement an alternative measures program shall
require approval by a qualified majority vote. Upon election to
proceed with a Statewide health benefits program, the board
shall develop a plan for adoption, pursuant to section 323.

(c) Alternative election.--If the board decides that a
Statewide health benefits program cannot be created in
accordance with subsection (a), or the board fails to achieve
agreement and approve a plan for implementing a Statewide health
benefits program, the board will proceed with consideration of
an alternative measures program that will reduce long-term costs
or the rate of growth of such costs in the aggregate for public
school entities in accordance with Subchapter E.

Section 323. Plan adoption.

(a) Statewide health benefits program adoption.--Within
three months of electing to proceed with the Statewide health
benefits program, pursuant to section 322 (b), the board shall
verify that implementation of a Statewide health care program

will result in reduction in the Statewide aggregate cost of the
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purchase of benefits or the rate of growth of such costs and
adopt a proposed plan for the implementation of the program. The
proposed plan shall be in writing and shall include a detailed
description of the program and the transition procedures
necessary to phase in and implement the program. The board's
adoption of a proposed plan shall require approval by a
qualified majority wvote.

(b) Parameters of program.--The description of the Statewide
health benefits program shall at minimum include:

(1) The eligibility requirements for a school employee
and the employee's health care dependents to qualify for
participation in the program.

(2) The identification of the benefits to be included as
part of the standard benefit package.

(3) Disclosure of any member cost-sharing contributions,
whether expressed as a target percentage of overall program
costs or individually determined as a percentage of salary
and whether the cost-sharing is uniform on a Statewide basis
or varies by health care region.

(4) The designation of health care regions.

(5) The design of the Statewide pool or regional pools
that would be established to aggregate public school entities
for the purpose of purchasing services and managing health
insurance risks.

(6) The requirements for electronic eligibility
transmission between the board and other participating
entities, including public school entities, consortia and the
retirement system.

(7) Financial and accounting plans, including the

establishment of any necessary reserves Or esCrow accounts

20150HB0348PN0370 - 24 -



1 with carriers.

2 (8) The method to be used to compare costs and levels of
3 health care benefits pursuant to section 332 (d) (2).
4 (c) Transition procedures.--The description of the steps to

5 phase in and implement the Statewide health benefits program

6 shall at minimum include:

7 (1) A determination of when the standard benefit package
8 shall become the mandatory program offering for eligible
9 individuals in a public school entity as health care benefits
10 for school employees are normalized on a Statewide basis.
11 (2) A determination, based on the size and structure of
12 any risk pool established within a health care region, as to
13 when the program would be phased in within that region.
14 (3) The interim steps to aggregate public school
15 entities into a Statewide pool or regional pools, including
16 any best practice standards and benchmarks to be applied to
17 new or existing consortia, or public school entities, or in
18 any selection process to build a Statewide or regional pool.
19 (4) Transition rules on member cost-sharing
20 responsibility until any member cost-sharing is required for
21 all members Statewide, or within any region.
22 (5) Transition rules to limit any negative financial
23 impact on a public school entity required to purchase health
24 care coverage through a Statewide or regional pool and to
25 normalize contribution rates for all participating public
26 school entities within the same health care region.
277 (d) Alternative measures program adoption.--Within three

28 months of proceeding with consideration of an alternative
29 measures program pursuant to section 322 (c), the board shall

30 adopt a proposed plan for the implementation of an alternative
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1 measures program, pursuant to Subchapter E, that will result in
2 reduction in the Statewide aggregate cost of the purchase of

3 benefits or the rate of growth of such costs. The proposed plan
4 shall be in writing and shall include a detailed description and
5 the transition procedures necessary to phase in and implement

6 the alternative measures program. The board's adoption of a

7 proposed plan for implementation of an alternative measures

8 program shall require approval by a qualified majority vote.

9 (e) Legislative and public review.--
10 (1) The board shall publish the provisions of any
11 proposed plan adopted pursuant to this section in the
12 Pennsylvania Bulletin and make it available on the board's
13 Internet website. Following publication, the board shall
14 schedule at least eight public hearings to solicit public
15 input on the plan. The hearings shall be conducted in
16 Philadelphia County; Allegheny County; and the Northeast,
17 Northwest, Southeast, Southwest, North Central and South
18 Central regions of this Commonwealth.
19 (2) The board shall submit the provisions of any
20 proposed plan adopted pursuant to this section to the
21 chairman and minority chairman of the Education Committee of
22 the Senate and the chairman and minority chairman of the
23 Fducation Committee of the House of Representatives. The
24 committees shall have 45 days to review the proposed plan and
25 submit comments to the board.
26 (f) Final plan adoption.--Upon completion of the public

27 hearings pursuant to subsection (e) (1) and expiration of the
28 committee review pursuant to subsection (e) (2), the board shall
29 review all the testimony and comments received regarding the

30 proposed plan. The board may, subject to a qualified majority
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vote, make changes and adjustments to the plan to effectuate
this chapter. Within 90 days of publishing the proposed plan,
pursuant to subsection (e) (1), the board shall publish the final
plan, as adopted by the board, in the Pennsylvania Bulletin and
on the Internet website of the Department of Education.

(g) Legislative oversight.--The board shall proceed with
implementation unless a resolution to the contrary has been
adopted within 45 days after publication of the plan, in
accordance with this subsection. Upon publication of the final
adopted plan in the Pennsylvania Bulletin, the board shall
submit the plan to the Education Committee of the Senate and the
Education Committee of the House of Representatives. Either
committee may recommend to its respective chamber whether the
board shall be prevented from implementing the plan. If the
committee recommends the plan not be implemented, the Secretary
of the Senate or the Chief Clerk of the House of Representatives
shall place on the calendar for the next legislative day the
question, in the form of a resolution, of whether the board
shall proceed with implementation. If the resolution is adopted
in either chamber, it shall be referred to the Education
Committee in the opposite chamber which may recommend the board
not implement the plan. Upon the recommendation, the resolution
shall be placed on the calendar of the chamber. If a majority of
the members elected to each House approve the resolution, the
resolution shall be presented to the Governor for approval or
disapproval in accordance with section 9 of Article III of the
Constitution of Pennsylvania.

(h) Failure to reach consensus.--If the board fails to
achieve agreement and approve a plan for implementing a

Statewide health benefits program by a qualified majority vote
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or if the board fails to achieve agreement and approve a plan
for implementing an alternative measures program by a qualified
majority vote, the board shall report as to its findings and
reasons preventing agreement on a plan to the Governor, the
President pro tempore of the Senate and the Speaker of the House
of Representatives.

SUBCHAPTER D

STATEWIDE HEALTH BENEFITS PROGRAM

Section 331. Health benefits program.

(a) Creation.--Upon adoption of a Statewide health plan
under section 323 (f), the board shall proceed to initiate and
sponsor an employee benefits program for eligible individuals.

(b) Program design.--The board shall design a program which
follows the parameters of the plan and transition procedures as
established in section 323. The board may develop and administer
the program itself or operate through any legal entity
authorized by law to do so, including consortia, and the program
may be developed and administered differently within each health
care region as long as a standard benefit package that is
substantially equivalent in coverage, as determined by the
board, i1s available to eligible individuals. The program may
also be administered in whole or in part on a fully insured or
self-funded basis at the board's sole discretion. The board
shall seek no fewer than three proposals for the administration
of the program.

(c) Implementation.--The board may:

(1) Establish pools for selected areas of coverage, such
as pharmacy services, transplants, stop-loss insurance,
health care management or other possible areas that in the

board's judgment can be offered Statewide or regionally on a
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more stable and cost-effective basis. The board may offer

separate plans to public school entities and consortia prior

to the phase-in of the standard benefit package.

(2) Make the program available in some health care
regions before it is made available within all regions.

(d) Eligibility requirements.--The board shall have full
authority to determine eligibility requirements for benefits and
to adopt rules and regulations setting forth the same which will
be binding on all eligible individuals. No coverage shall be
provided for eligible individuals without payment being made,
except under circumstances as may be established by the board
under reasonable guidelines.

(e) Coverage and plan selection.--The board shall have full
authority to select and contract with insurance carriers, health
maintenance organizations, pharmacy benefit managers, third-
party administrators, reinsurers and any other entities
necessary to provide a range of benefit packages to eligible
individuals through the program. The board shall have full
authority to determine the nature, amount and duration and
discontinuation of coverage to be provided.

(f) Standard and optional benefits.--

(1) A standard benefit package shall be established by
the board that shall include coverage for medical and
hospital services, prescription drugs and may include
supplemental and other benefits in amounts to be determined
by the board.

(2) Within each health care region, the board shall
approve and make available to each eligible individual
affiliated with a public school entity which is participating

in the program the following:
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(i) A health care plan that includes coverage the
board determines to be the equivalent of the standard

benefit package established in paragraph (1).

(ii) One or more alternate health care plans or plan

designs which in the board's judgment contain benefits
equivalent to the standard benefit package in paragraph
(1) . The deductibles and copayments for each alternate
health care plan shall be set and annually adjusted so
that the cost of providing the coverage for the
Commonwealth and a public school entity is no greater
than the cost incurred for the health plan in
subparagraph (i).

(iii) One or more optional benefit plans, as

approved by the board, which allow an eligible individual

to purchase coverage that is not included in the standard

benefit package, provided that any cost over and above

the cost of the health care plan in subparagraph (i) is

to be paid by the member except as otherwise provided in

section 338 (f) (1) (ii).

(3) The detailed basis on which payment of benefits is
to be made shall be specified in writing. The benefits
provided in this chapter are subject to change or
modification by the board from time to time as the board,
its discretion, may determine. All changes or modifications
shall be specified in writing and communicated to members

within a reasonable period of time.

Section 332. Participation.

(a) Mandatory participation.--The board shall have the

authority to require public school entities to participate in

the program on a Statewide basis or may phase in and require
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participation on a regional basis. Except as provided under
subsections (c), (d), (e) and (f), public school entities in any
health care region designated by the board shall be required to
participate in the program.

(b) Transition plan.--When the board determines pursuant to
subsection (a) that a public school entity shall be required to
participate in the program, the public school entity or
consortium in which the public school entity is a participant
shall, within a reasonable period of time as determined by the
board, present to the board a transition plan with a schedule
for the eventual migration of school employees into the program.
The board shall review the transition plan with the public
school entity or consortium and make any necessary modifications
before granting approval of the plan. A public school entity or
consortium shall be subject to adherence to the transition plan
approved by the board.

(c) Extensions of time.--The board shall give due
consideration to a transition plan submitted pursuant to
subsection (b) that includes a request for an extension of time.
Requests may be submitted by, but shall not be limited to, any
of the following:

(1) A public school entity that participates in a
consortium where an extension of time is necessary for the
rundown and proper termination of the consortium's health
care program.

(2) A public school entity that participates in a
consortium where the withdrawal of the public school entity
may undermine the financial stability of the consortium.

(3) A public school entity or a consortium which will

incur a significant financial penalty under terms of a
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contract with an insurance carrier or other provider of
health care coverage for a contract in existence on or before
January 1, 2015.

(4) A public school entity or consortium which will
incur a significant financial cost, including fees, penalties
or other contractual financial obligations, related to the
termination of coverage under a contract of insurance or, in
the case of a public school entity that self-insures,
insufficient reserves to pay claims incurred during the
previous coverage year, 1f the obligation relates to a plan
of coverage that was in existence on or before January 1,
2015, and the public school entity or consortium provides the
board with a financial plan for meeting these obligations.

(d) Rejection of participation.--Within 60 days of creation

of the health benefits program under section 331 (a), a public
school entity may reject participation in the program under the

following conditions:

(1) the governing body of the school entity and the
school employee union representing the greatest number of
school employees in the school entity that would be covered
by the program when it is fully operational execute a
memorandum of understanding rejecting participation in the
program that is approved by a majority of the members of the
governing body and a majority of the employees that would be
covered by the program; and

(2) the memorandum of understanding demonstrates that
participation in the program would result in:

(1) payment by the school entity on behalf of school
employees and their eligible health care dependents that

would exceed the cost, excluding any employee cost-
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sharing, of providing, purchasing and administering
health care benefits to members who are school employees
and their eligible health care dependents in the year
before implementation of the program;

(ii) a reduction in the coverage of health care
benefits for school employees; provided that, if more
than one plan is available to school employees in the
school entity, this comparison shall be with the health
care plan that covers the greatest number of bargaining
unit members; or

(iii) Dboth (i) and (ii).

(e) Optional membership.--No school district of the first
class, as classified pursuant to section 202 of the Public
School Code, shall be required to participate in the program,
except as may be agreed upon under terms of a collective
bargaining agreement covering a majority of employees of a
school district of the first class. Upon a school district of
the first class entering participation in the program pursuant
to a collective bargaining agreement, continued participation in
the program shall become mandatory.

(f) Prohibited membership.--A public school entity that, on
the effective date of this chapter, participates in the
Pennsylvania Employees' Benefit Trust Fund shall be prohibited
from participating in the program, and employees of the public
school entity shall not have the right to elect membership in
the program.

(g) Transition of employees.--A public school entity that
provides some or all of its employees with health benefits
through another health care plan by virtue of one or more

collective bargaining agreements, entered into prior to the
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1 effective date of this chapter, shall not be required to join
2 the program until expiration of the collective bargaining
3 agreements. The public school entity and some or all of its
4 employees or bargaining representatives of its employees may by
5 mutual agreement and approval of the board join the program at
6 an earlier date. Renewal or extension of a collective bargaining
7 agreement shall constitute its expiration for the purpose of
8 this subsection.
9 Section 333. Continuation of coverage and transfer employees.
10 (a) Annuitants.--Upon retirement, an annuitant eligible
11 under paragraph (1) or (2) shall have the option to elect
12 coverage in the program, including coverage for any eligible
13 health care dependent. The annuitant shall be responsible to pay
14 the full cost of the coverage, unless a public school entity has
15 agreed, separate from any requirements of the program, to pay
16 toward the coverage pursuant to an award of health benefits
17 wunder a written policy or agreement collectively bargained or
18 otherwise entered into by the public school entity. The board

19 shall annually determine the cost of coverage as follows:

20 (1) For an annuitant who is enrolled in the program

21 pursuant to section 513 of the Public School Code or an

22 annuitant who pursuant to any award of health benefits for
23 annuitants under a written policy or agreement collectively
24 bargained or otherwise entered into by the public school

25 entity prior to the effective date of this section, payments
26 shall be based on the total contribution rate established

27 pursuant to section 334 (b) and (c) for a school employee in
28 the same health care region, plus a 2% administrative fee.
29 (2) For an annuitant, other than an annuitant qualified
30 for coverage under paragraph (1), payments shall be made on
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the same basis as an annuitant qualified for coverage under

paragraph (1), except as determined as follows:

(b)

(i) The board shall periodically have the actuary
review and determine the separate cost of providing
continuation of coverage to annuitants under this
paragraph, along with an assessment of its impact on the
cost of providing coverage to members who are school
employees and annuitants qualified for coverage under
paragraph (1). The review and assessment shall first
occur as part of the school employee health benefits
study and evaluation conducted pursuant to section 321
and its results shall be considered in the development of
parameters under section 323 (b).

(ii) The board shall consider the findings of the
actuary in subparagraph (i) to determine if there is a
substantial impact on the cost of providing coverage to
members who are school employees and annuitants qualified
for coverage under paragraph (1). If there is a
substantial cost impact, the board shall require payments
for an annuitant qualified to elect coverage in the
program under this paragraph to be separately determined
and the contribution rate to be based on the
disaggregated cost of providing the coverage, plus a 2%
administrative fee.

Separation from service.--The board shall determine the

eligibility of members, other than annuitants covered by

subsection (a), to elect continuation of coverage in the program

upon separation from service as a school employee. The member

shall be responsible to pay the full cost of the coverage in the

member's health care region, plus an administrative fee to be
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set by the board. The board shall, at minimum, provide
continuation of coverage eligibility that meets the requirements
of Title 1, Subtitle B, Part 6 of the Employee Retirement Income
Security Act of 1974 (Public Law 93-406, 88 Stat. 829) and
provide the continuation of coverage options required pursuant
to 51 Pa.C.S. § 7309 (relating to employment discrimination for
military membership or duty) for members on military leave.

(c) Transfer employees.--The board may, in its discretion,
approve the participation of transfer employees in the program,
provided that any position for which a transfer employee who is
provided health benefits in a health care plan sponsored by a
public school entity through an agreement that was in existence
on or before January 1, 2015, with the transfer employee's
employer shall be allowed to participate in the program. The
board shall set the terms and conditions necessary for
participation in the program, including the cost of coverage to
be paid by the third-party entity which shall be based on the
full cost of coverage in the health care region as determined by
the board, plus an administrative fee. The sponsoring public
school entity shall be responsible to the board for the
collection of the payments for transfer employees from the
third-party entity.

Section 334. Partnership for stable benefits funding.

(a) Basis of partnership.--In recognition that the long-term
viability and stability of the program will require public
school entity employers, members and the Commonwealth to be
partners both in sustaining the health benefits program as well
as managing the costs of a reasonable and appropriate standard
benefit package, the board shall determine for each plan year

and in each region the payments due from public school entities,
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from members and from the Commonwealth.

(b) Determination of contribution rate.--The board shall
determine for each plan year the total amount of the
contributions by the Commonwealth, public school entities and
school employees required to provide projected benefits for that
plan year under the standard benefit package on behalf of each
school employee member and the employee's eligible health care
dependents. The contribution rate shall consist of the amount
required to provide the standard benefit package, including
appropriate reserves and administrative expenses, and shall be
adjusted for each health care region to reflect the cost of
benefits in that region. The contribution rates may
differentiate between single coverage for members only and types
of family coverage, as determined by the board.

(c) Certification of rate.--The board shall certify the
contribution rate for each health care region to the
Commonwealth and public school entities, including the payments
that shall be due from public school entities, from members and
from the Commonwealth. The certifications shall be regarded as
final and not subject to modification by the Secretary of the
Budget.

(d) Commonwealth cost share.--The Commonwealth shall make a
contribution to offset a portion of the cost increase consistent
with subsections (e) and (f) for any plan year in which the
board determines that the aggregate cost of providing the
standard benefit package on behalf of members who are school
employees and their eligible health care dependents exceeds the
sum of:

(1) the projected carry-over balance for the plan year

in the employer contribution account after all required
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1 transfers have been made to the employee benefits account for

2 the prior year; and
3 (2) any employee cost-sharing for the plan year.
4 (e) Budget submission and appropriation.--If the board

5 determines that the requirements of subsection (d) have been

6 met, all of the following shall occur:

7 (1) The board shall submit to the Secretary of the
8 Budget an itemized budget specifying the amount necessary to
9 be appropriated by the Commonwealth consistent with
10 subsection (f). The budget submission shall be on a form and
11 in a manner determined by the Secretary of the Budget and
12 shall occur no later than November 1 of the fiscal year
13 preceding the plan year for which funds are requested.
14 (2) Upon appropriation by the General Assembly to
15 provide for the obligations of the Commonwealth, the amount
16 shall be paid by the State Treasurer through the Department
17 of Revenue into the employer contribution account within 30
18 days of receipt of the requisition presented each month by
19 the board.
20 (f) Limitation on Commonwealth contribution.--
21 (1) The Commonwealth shall not be obligated to pay any
22 amount beyond that which is appropriated by the General
23 Assembly. The amount requested by the board pursuant to
24 subsection (e) (1) shall not exceed the sum of any amount paid
25 by the Commonwealth for the fiscal year preceding the plan
26 year for which funds are requested and the lesser of:
27 (1) fifty percent of the amount that the board
28 determines 1s necessary to meet the increase in the
29 contribution rate on behalf of members who are school
30 employees determined pursuant to subsection (b); and
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(ii) the product of the total revenue transferred in
the prior plan year from the employer contribution
account to the employee benefits account and the most
recent annual percent change in the per enrollee private
health insurance premium for all benefits, as defined in
the National Health Expenditure Data published by the
Centers for Medicare and Medicaid Services, Department of
Health and Human Services.

(2) 1If any excess revenue in the employer contribution
account is to be applied to payments for the plan year, then
the excess revenue shall be used to reduce the calculation
under this subsection in proportion to the Commonwealth's
share of the total increase in the contribution rate on
behalf of active members for the plan year.

(g) Additional optional contribution.--Notwithstanding the
limitation in subsection (f), the General Assembly may
appropriate additional revenue to the employer contribution
account in any fiscal year.

(h) Allocation of Commonwealth contribution.--Any
contribution made by the Commonwealth under this section shall
be used to offset an increase in the contribution rate paid in a
health care region by public school entities on behalf of
members who are school employees and their eligible health care
dependents and to maintain any offset that was paid in a prior
year. The Commonwealth contribution shall be allocated to offset
a portion of each participating public school entity's cost of
coverage on a per-member basis, for members who are school
employees and their eligible health care dependents, based on
the public school entity's market value/income aid ratio using

the most recent data provided by the Department of Education.
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For any public school entity that is not assigned a market
value/income aid ratio by the Department of Education, the
Commonwealth contribution shall not be adjusted based on a
market value/income aid ratio. For the purpose of this
subsection, "market value/income aid ratio" shall have the same
meaning given to it in the Public School Code.

(i) Contributions on behalf of school employees.--Consistent
with any transition procedure pursuant to section 323 (c) (5),
each public school entity shall be required to make payments to
the trust fund on behalf of members who are school employees and
their eligible health care dependents based on the contribution
rate certified by the board in subsection (c). The increase in
payments made from one year to the next by public school
entities on behalf of school employees shall be equal to or
greater than the increase in payment from one year to the next
made pursuant to subsection (d), excluding any additional
optional contribution made by the Commonwealth pursuant to
subsection (g).

(7) Deduction from appropriations.--In the event a public
school entity does not make the required payment in the time
allotted, as determined by the board, the Secretary of Education
and the State Treasurer shall cause to be deducted and paid into
the trust fund from the amount of any money due to any public
school entity on account of any appropriation for schools or
other purposes the amount due to the trust fund as certified by
the board and as remains unpaid on the date such appropriations
would otherwise be paid to the public school entity by the
Department of Education, and the amount shall be credited to the
public school entity's account in the trust fund.

(k) Transition.--Until any transition pursuant to section

20150HB0348PN0370 - 40 -



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29

30

323 (c) (5) has been completed, the payments made by each public
school entity shall be no less than the total amount paid by the
public school entity to provide, purchase and administer health
care benefits to members who are school employees and their
eligible health care dependents in the year before
implementation of the program. Any contributions received by the
public school entity from school employees in the form of cost-
sharing payments for health care coverage shall be excluded from
the amount.

(1) Referendum exception.--

(1) In addition to the exceptions provided for in
section 333 (f) of the act of June 27, 2006 (lst Sp.Sess.,
P.L.1873, No.l), known as the Taxpayer Relief Act, the costs
specified in paragraph (2) shall constitute an exception to
the referendum requirements of section 333 (c) of the Taxpayer
Relief Act subject to department approval pursuant to section
333(j) of the Taxpayer Relief Act.

(2) Costs incurred by a school district in providing
health care-related benefits which are attributable to the
school district's participation in the program shall
constitute an expenditure for purposes of section 333 (f) (1)
and (2) of the Taxpayer Relief Act to the extent the
anticipated increase in such costs between the current year
and the upcoming year is greater than the index established
for the school district pursuant to section 313(1) (ii) of the
Taxpayer Relief Act. The dollar amount of this exception
shall be equal to the portion of the increase which exceeds
the index established for the school district pursuant to
section 313 (1) (ii) of the Taxpayer Relief Act.

Section 335. Powers and duties of board.
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1 (a) Powers.--In addition to the powers granted by other
2 provisions of this chapter, the board shall have the powers
3 necessary or convenient to carry out this subchapter, including,

4 but not limited to, the power to:

5 (1) Determine appropriate geographic health care regions
6 for the administration of the program and make changes to the
7 regions as necessary; provided, that a school district of the
8 first class shall be designated as its own health care
9 region.
10 (2) Formulate and establish the conditions of
11 eligibility, including eligibility for health care dependent
12 coverage for members, to include consideration if a member or
13 health care dependent is covered, or eligible for coverage,
14 under another employer-sponsored group health insurance plan;
15 provisions for payment of benefits; and all other provisions
16 that may be required or necessary to carry out the intent and
17 purpose of the program.
18 (3) Determine and make necessary changes to the standard
19 benefit package and benefit structure of the program.
20 (4) Establish copayments, annual deductibles,
21 coinsurance levels, exclusions, formularies and other
22 coverage limitations and payment responsibilities of members
23 incurred at the time of service.
24 (5) Set and adjust member cost-sharing contributions to
25 be expressed as a target percentage of overall program costs
26 or individually determined as a percentage of salary. The
277 board shall determine whether member cost-sharing shall be
28 uniform on a Statewide basis or shall vary by health care
29 region.
30 (6) Impose and collect necessary fees and charges.
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(7) Determine enrollment procedures.

(8) Establish procedures for coordination of benefits
with other plans and third-party payers, including
coordinating benefits or contracting directly with Medicare.

(9) Establish a plan with the retirement system to
coordinate health care coverage for annuitants between the
program established by this chapter and the group health
insurance program sponsored by the retirement system under
the provisions of 24 Pa.C.S. Ch. 89 (relating to group health
insurance program) and to coordinate the sharing of
information pertaining to premium assistance payment
transfers.

(10) Set and adjust contribution rates sufficient to
maintain the adequacy of any reserves established by this
chapter and to fully fund the benefits offered by and to pay
for the administrative expenses related to the program.

(11) Set and adjust costs for members electing to
continue coverage upon retirement or separation from
employment. The board may establish different cost rates to
be charged for different categories of members electing to
continue coverage.

(12) Purchase insurance or employ self-insurance, alone
or in combination, to provide benefits as shall be determined
by the board.

(13) Establish appropriate reserves based on generally
accepted standards as applied by Federal and State regulators
to similar types of plans.

(14) Issue self-liquidating debt or borrow against
contributions, payments or other accounts receivable for the

purposes of prepaying any health benefits, establishing
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reserves or otherwise lowering the cost of coverage.

(15) Establish procedures to verify the accuracy of
statements and information submitted by eligible individuals
on enrollment forms, claim forms or other forms.

(16) Receive and collect all contributions due and
payable to the accounts or delegate to a public school entity
or claims processor the right to receive contributions,
payments or perform ministerial functions required to assert
the board's rights. In so doing, the board shall have the
right to:

(i) maintain any and all actions and legal
proceedings necessary for the collection of
contributions; and

(ii) prosecute, defend, compound, compromise,
settle, abandon or adjust any actions, suits,
proceedings, disputes, claims, details and things related
to the accounts and program.

(17) Establish procedures to hear and determine any
claims and controversies under this chapter.

(18) Promulgate rules and regulations regarding the
administration of the program, including the establishment of
the plan year.

(19) Ensure that a public school entity provides
detailed information about the program to eligible employees
at least 90 days before program coverage begins to be offered
to school employees.

(20) Seek and take all necessary steps to retain
eligibility for the members, public school entities and the
Commonwealth to receive tax-preferred or tax-free treatment

under the IRC for contributions to and earnings of the trust
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fund.

(21) Enter into agreements with entities providing or
administering coverage for health benefits under this chapter
for the electronic exchange of data between the parties at a
frequency as determined by the board.

(22) Perform and do any and all such actions and things
that may be properly incidental to the exercising of powers,
rights, duties and responsibilities of the board.

(23) Determine best practice standards and benchmarks
for consortia in any selection process to build a Statewide
pool or regional pools, including the power to require a
consortium to merge with another consortium. The board shall
have the power to require consortia, as a condition of
continued participation in the program, to accept any public
school entity applying to join and participate in a
consortium.

(24) Enter into agreements with any public school entity
or consortium to implement the program developed pursuant to
this chapter and delegate powers necessary to administer
coverage for health benefits.

(b) Administrative duties of board.--In addition to other
duties of the board provided in this chapter, the following
duties shall be afforded to the board for the implementation of
this section.

(c) Regulations and procedures.--The board shall, with the
advice of the Office of General Counsel and the actuary, adopt
and promulgate rules and regulations for the uniform
administration of the program. The actuary shall approve in
writing all computational procedures used in the calculation of

contributions and the cost of benefits, and the board shall by
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resolution adopt the computational procedures prior to their
application by the board. The rules, regulations and
computational procedures as so adopted from time to time and as
in force and effect at any time, together with tables that are
adopted as necessary for the calculation of contributions and
the cost of benefits, shall be effective as if fully set forth
in this chapter.

(d) Data.--The board shall keep in electronic format records
of claims, eligibility and other data as are stipulated by the
actuary in order that an annual contribution rate determination
for each health care region and various program options can be
completed within six months of the close of each plan year. The
board shall have final authority over the means by which data is
collected, maintained and stored and in so doing shall protect
the rights of its membership as to privacy and confidentiality.

(e) Annual financial statement.--The board shall prepare and
have published within six months following the end of each plan
year a financial statement showing the condition of the trust
fund as of the end of the previous plan year. The board shall
submit the financial statement to the Governor and shall make
copies available to public school entities for the use of the
school employees and the public.

(f) Independent audit.--The board shall provide for an
annual audit of the trust fund by an independent certified
public accounting firm.

(g) Manual of regulations.--The board shall, with the advice
of the Office of General Counsel and the actuary, prepare within
six months of the commencement of a program adopted under this
chapter a manual incorporating rules and regulations consistent

with the provisions of this chapter for each participating
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1 public school entity that shall make information contained in
2 the manual available to school employees. The board shall
3 thereafter advise public school entities within 90 days of any
4 changes in rules and regulations due to changes in the law or
5 due to changes in administrative policies.
6 (h) Annual budget.--The board shall establish an annual
7 budget for the program and make disbursements from the trust
8 fund that are consistent with the budget.
9 (i) Program assistance.--The board may solicit and accept
10 grants, loans and other aid from any person, corporation or
11 other legal entity or from the Federal, State or local
12 government and participate in any Federal, State or local
13 government program if necessary for prudent management of the
14 program.
15 (J) Functions.--The board shall perform other functions as
16 are required for the execution of this chapter and shall have
17 the right to inspect employment records of public school
18 entities.
19 (k) Qualified majority wvoting provision.--A qualified
20 majority vote shall be required on any matter voted upon by the

21 board affecting the development of or any change in:

22 (1) The plan to implement the program adopted pursuant
23 to section 323 (f).

24 (2) The standard benefit package, benefit options or

25 plan design offered by the program to covered employees.

26 (3) Membership eligibility criteria.

27 (4) The addition, deletion or significant change in

28 status of an insurance carrier, benefits administrator or

29 other major contractor in the administration of benefits, or
30 the addition, deletion or significant change in status of a
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1 health care provider network.

2 (5) Any determination on the use of excess fund

3 payments.

4 (6) The overall per-employee cost of the standard

5 benefit package to the trust fund and any public school

6 entity funding and member cost-sharing responsibilities.

7 (7) Cost containment measures such as managed care,

8 wellness centers and large case management.

9 (8) Contracts valued at more than $25,000,000.

10 (9) Changes in trust document, bylaws or any major
11 internal operating policies or procedures, such as claims
12 appeal procedures, not to include routine ministerial
13 functions.
14 (10) The alternative measures program created pursuant
15 to section 351 (a).
16 (11) Approve employment of and contracts with
17 consultants and professional personnel.
18 (1) Duties conferred upon secretary.--The secretary of the

19 board shall supervise a staff of administrative, technical and
20 clerical employees engaged in recordkeeping and clerical

21 processing activities in maintaining files of members,

22 accounting for contributions, processing payments, preparing
23 required reports and counseling.

24 Section 336. Public School Employees' Benefit Trust Fund.

25 (a) Establishment of trust fund.--The Public School

26 Employees' Benefit Trust Fund is established in the State

27 Treasury. The money of the trust fund are appropriated on a

28 continuing basis and shall be used exclusively for the purposes
29 set forth in this chapter. All of the assets of the trust fund

30 shall be maintained and accounted for, separate from all other
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funds and money of the Commonwealth. The Treasury Department
shall credit to the trust fund all money received from the
Department of Revenue arising from the contributions required
under this chapter and all earnings from investments or money of
the trust fund. There shall be established and maintained by the
board the several ledger accounts, including:

(1) The employee benefits account shall be the ledger
account to which shall be credited the payments from section
333(a), (b) and (c), payments from members for cost sharing
and any additional member-paid cost associated with optional
benefit packages elected by members and transfers from the
employer contribution account as provided in paragraph (3).
All earnings derived from investment of the assets of the
employee benefits account shall be credited to this account.
The board is authorized to separately invest the amounts in
the employee benefits account in a prudent manner intended to
maximize the safety of the capital contained in the employee
benefits account. Payments for member health care benefits
and the direct administrative expenses of the board related
to the administration of the employee benefits program, as
provided in section 312 (d), shall be charged to this account.

(2) The reserve account. The following shall apply:

(1) A restricted reserve account, or more than one
account if the board determines it necessary to have
segregated accounts, is established within the trust fund
for the purpose of establishing and maintaining a reserve
or separate reserves sufficient:

(A) to pay the expected claims experience of the
program in the event the board elects to self-fund

all or a portion of the program for any plan years;
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(B) to prefund the accrued liability for any
postretirement health care benefits earned by
employees enrolled in the program pursuant to section
333(a) (1) as the benefit is earned by the employees;
and

(C) to amortize the unfunded actuarial accrued
liability for postretirement health care benefits
already earned by employees and annuitants pursuant
to section 333(a) (1) in the event the board elects to
assume all or a portion of the liability. The board
shall use an amortization period that does not exceed
30 years for this purpose.

(ii) The board shall annually establish through an
actuary retained by the board the amount necessary, if
any, to establish and maintain a reserve or separate
reserves sufficient for the purposes of this paragraph.
Any money needed to maintain the reserve or separate
reserves established under this paragraph shall be
collected through the adjustment of the contribution rate
established pursuant to section 334 (b) and (c) or through
other available sources.

(iii) The money in any reserve account may be
invested by the board separate from other money of the
trust fund. All earnings derived from investment of the
assets of any reserve account shall be credited to the
reserve account.

(3) The employer contribution account shall be the

ledger account to which shall be credited all contributions
made by the Commonwealth as determined in accordance with

section 334 (e) and payments from public school entities as
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1 determined in accordance with section 334 (i), as well as all

2 earnings derived from the investment of the assets of the

3 employer contribution account. The total amount of the

4 Commonwealth and public school entity contributions required
5 to provide the standard benefit package on behalf of all

6 members who are school employees and their eligible health

7 care dependents shall be transferred on a monthly basis to

8 the employee benefits account.

9 (b) Composition.--The trust fund shall consist of:
10 (1) All payments made by members or received from the
11 Commonwealth and public school entities and all interest,
12 earnings and additions thereto.
13 (2) Any other money, public or private, appropriated or
14 made available to the board for the trust fund or any reserve
15 account from any source and all interest, earnings and
16 additions thereto.
17 (c) Administration of trust and associated funds.--The

18 assets of the trust fund shall be preserved, invested and
19 expended solely pursuant to and for the purposes set forth in

20 this chapter.

21 (d) Control and management of trust fund.--

22 (1) The board shall have exclusive control and

23 management of the trust fund and full power to invest and
24 manage the assets of each account of the trust fund as a

25 prudent investor would, by considering the purposes, terms
26 and other circumstances of each account and by pursuing an
277 overall investment strategy reasonably suited to the trust
28 fund.

29 (2) The board may invest in every kind of property and
30 type of investment, including, but not limited to, mutual
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funds and similar investments, consistent with this
subsection.

(3) In making investment and management decisions, the
board shall consider, among other things, to the extent

relevant to the decision or action:

(1) the size and nature of the account;

(ii) the liquidity and payment requirements of the
account;

(iii) the role that each investment or course of

action plays in the overall investment strategy;

(iv) to the extent reasonably known to the board,
the needs for present and future payments; and

(v) the reasonable diversification of assets, taking
into account the purposes, terms and other circumstances
of the trust fund and the requirements of this section.

(e) Custodian of trust fund.--The State Treasurer shall be
the custodian of the trust fund.

(£) Name for transacting business.--By the name of "The
Public School Employees' Benefit Trust Fund," all of the
business of the trust fund shall be transacted, its fund
invested, all requisitions for money drawn and payments made and
all of its cash and securities and other property shall be held,
except that, any other law to the contrary notwithstanding, the
board may establish a nominee registration procedure for the
purpose of registering securities in order to facilitate the
purchase, sale or other disposition of securities.

(g) Payment from trust fund.--All payments from the trust
fund shall be made by the State Treasurer in accordance with
requisitions signed by the secretary of the board or the

secretary's designee. The board shall reimburse the State
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Treasurer for the cost of making disbursements from the trust
fund.

(h) Fiduciary status of board.--Board members, employees of
the board and agents thereof shall stand in a fiduciary
relationship to the members regarding the investments and
disbursements of any of the money of the trust fund and shall
not profit either directly or indirectly with respect thereto.

(i) Transfers.--The board may transfer money among the
various accounts of the trust fund, including any reserve
accounts established under subsection (a) (2), as may be
necessary to satisfy the provisions of this chapter. Transfers
from funds retained in the reserve account pursuant to
subsection (a) (2) (1) (A) may be made only for the payment of
claims or expected claims as determined by the actuary retained
by the board. Transfers from funds retained in the reserve
account pursuant to subsection (a) (2) (i) (B) or (C) may be made
only for paying toward the cost of providing health care
benefits to annuitants enrolled in the program pursuant to
section 333(a) (1).

(3J) Additional powers of board.--The board may:

(1) Adopt, from time to time, appropriate investment
policy guidelines and convey the same to those fiduciaries
who have the responsibility for the investment of funds.

(2) Retain such portion of the money of the accounts in
cash or cash balances as the board may deem desirable,
without any liability or interest thereon.

(3) Settle, compromise or submit to arbitration all
claims or damages due from or to the accounts, commence or
defend any legal, equitable or administrative proceedings

brought in connection with the program and represent the
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trust fund in all proceedings under this paragraph.

(k) Additional duties of secretary.--The secretary of the
board shall serve as liaison to the Treasury Department, the
Department of the Auditor General and between the board and the
investment counsel and the mortgage supervisor in arranging for
investments to secure maximum returns to the trust fund.

Section 337. Misrepresentation, refusal to cooperate and fraud.

(a) Misrepresentation.--If the eligible individual or anyone
acting on behalf of an eligible individual makes a false
statement or withholds information on the application for
enrollment with intent to deceive or affect the acceptance of
the enrollment application or the risks assumed by the program
or otherwise misleads the board, the board shall be entitled to
recover its damages, including legal fees, from the eligible
individual or from any other person responsible for misleading
the board and from the person for whom the benefits were
provided. Any material misrepresentation on the part of the
eligible individual in making application for coverage or any
application for reclassification thereof or for service
thereunder shall render the coverage under the program null and
void.

(b) Refusal to cooperate.--The board may refuse to pay
benefits, or cease to pay benefits, on behalf of an eligible
individual who fails to sign any document deemed by the board to
be relevant to protecting its subrogation rights or certifying
eligibility or who fails to provide relevant information when
requested. As used in this subsection, the term "information"
includes any documents, insurance policies, police reports or
any reasonable request by the claims processor to enforce the

board's rights.
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(c) Penalty for fraud.--In any case in which the board finds
that an eligible individual is receiving benefits based on false
information, the additional amounts received predicated on the
false information, together with interest doubled and compounded
and legal fees, shall be due from the member. To secure payment
of funds, the board shall have the right to garnish or attach
all or a portion of any compensation payable to the party by the
party's employer, any annuity payable to the party by the
retirement system, any accumulated deductions held by the
retirement system in the party's account or any process
whatsoever.

Section 338. Miscellaneous provisions.

(a) Construction of chapter.--

(1) Any termination or other modifications of the
program, including, but not limited to, a change in rates,
benefits options or structure of the provision of health care
benefits, shall not give rise to any contractual rights or
claims by any eligible individuals or any other person
claiming an interest, either directly or indirectly, in the
program. No provisions of this chapter, nor any rule or
regulation adopted pursuant to this chapter, shall create in
any person a contractual right in that provision.

(2) The provisions of this chapter are severable and if
any of its provisions shall be held to be unconstitutional,
the decision of the court shall not affect or impair any of
the remaining provisions. It is hereby declared to be the
legislative intent that this chapter would have been adopted
had the unconstitutional provisions not been included.

(3) This subsection shall not apply to policies designed

primarily to provide coverage payable on a per diem, fixed
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indemnity or nonexpense incurred basis, or policies that

provide accident only coverage, where payment for such policy

is made solely by the school employee.

(b) Hold harmless.--Neither the Commonwealth nor the board,
including their respective officers, directors and employees,
shall be liable for any claims, demands, actions or liability of
any nature, including, but not limited to, attorney fees and
court costs, based upon or arising out of the operations of the
program, whether incurred directly or indirectly. The eligible
individuals who enroll and participate in the program shall be
deemed to agree, on behalf of themselves and their heirs,
successors and assigns, to hold harmless the Commonwealth and
the board, including their respective officers, directors and
employees, from any claims, demands, actions or liability of any
nature, whether directly or indirectly, including attorney fees
and court costs, based upon or arising out of the operation of
the program.

(c) No recourse.—--Under no circumstances shall the assets of
the Commonwealth be liable for or its assets be used to pay any
claims, demands, actions or liability of any nature, whether
directly or indirectly, including, but not limited to, attorney
fees and court costs, based upon or arising out of the operation
of the program.

(d) Reservation of immunities.--Nothing contained in this
chapter shall be construed as a waiver of the Commonwealth's or
board's immunities, defenses, rights or actions arising out of
their sovereign status or from the 1lth amendment to the
Constitution of the United States.

(e) Collective bargaining, mediation and binding

arbitration.--Except as otherwise provided in subsection (f),
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nothing in this chapter or in any other law shall be construed
to permit, authorize or require collective bargaining, mediation
or binding arbitration to create, alter or modify health
benefits set forth in this chapter or administered by the board
for school employees and their health care dependents. Further,
except as otherwise provided in subsection (f), nothing in this
chapter or in any other law shall be construed to permit,
authorize or require a public school entity, through collective
bargaining, mediation or binding arbitration, or otherwise, to
establish, create, alter or modify a health benefits plan or pay
health benefits set forth in this chapter or administered by the
board that modify or supplement in any way the health benefits
set forth in this chapter for school employees and their health
care dependents.

(f) Exceptions.--

(1) The parties may:

(i) Continue to engage in collective bargaining with
regard to health benefits until such time as the board-
sponsored program, pursuant to this subchapter, is
released and the standard benefit package is made
available to employees of a public school entity.
However, any health benefits provided under a collective
bargaining agreement entered into on or after the
effective date of this chapter shall contain a provision
that school employees covered by the agreement must join
the board-sponsored program as required by section 332 as
a condition of continuing to receive health benefits. The
board shall determine the appropriate timing and phase-in
of the program in any public school entity taking into

consideration the need for the public school entity to
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properly terminate any existing health benefits

arrangements.

(ii) Negotiate or otherwise agree to provide or make
payment for supplemental benefits that have not been
included as part of the standard benefit package.

(2) Nothing contained in this chapter shall restrict a
public school entity from negotiating or otherwise agreeing
to make payment for postretirement health benefits for
members or as may be provided for in Subchapter F.

SUBCHAPTER E
ALTERNATIVE MEASURES FOR COST REDUCTION
Section 351. Alternative measures program.

(a) Creation.--Upon completing the study required under
section 321 with either a negative recommendation to proceed
with implementation of a Statewide health care program or if the
board fails to achieve agreement and approve a plan for
implementing a Statewide health benefits program by a qualified
majority vote, the board shall proceed to initiate and sponsor
an alternative measures program to reduce the costs for public
school entities in providing health care coverage to employees
and other eligible individuals.

(b) Program design.--In designing an alternative measures
program, the board may consider all of the following:

(1) Establishment of pools for selected areas of
coverage, such as pharmacy services, transplants, stop-loss
insurance, health care management or other possible areas
that in the board's judgment can be offered Statewide or
regionally on a more stable and cost-effective basis.

(2) Assistance in the formation of consortia to serve

public school entities that do not have the option of joining
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an existing consortium.

(3) Development of best practice standards and
benchmarks for public school entities and consortia-
sponsoring health care plans for school employees.

(4) Requirements that public school entities and
consortia aggregate into larger regional pools, with opt-out
provisions for public school entities or consortia that meet
best practice standards and benchmarks.

(5) Requirements for public disclosure by public school
entities and consortia comparing their health benefits
purchasing to established best practice standards in their
region.

(c) Implementation.--The board shall have full authority to
select and contract with insurance carriers, health maintenance
organizations, pharmacy benefit managers, third-party
administrators, reinsurers and any other entities necessary to
provide the selected areas of coverage. The board shall have
full authority to determine the nature, amount and duration and
discontinuation of coverage to be provided.

(d) Mandatory and optional participation.--The board shall
have the authority to require public school entities and
consortia to participate in the alternative measures program.

(e) Transition plan.--If the board determines that a public
school entity or consortium shall be required to participate in
the alternative measures program, the public school entity or
consortium shall, within a reasonable period of time as
determined by the board, present to the board a transition plan
with a schedule for the public school entity or consortium to
join the alternative measures program. The board shall review

the transition plan with the public school entity or consortium
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and make any necessary modifications before granting approval of
the plan. A public school entity or consortium shall be subject
to adherence to the transition plan approved by the board.

(f) Extensions of time.--The board shall give due
consideration to a transition plan submitted pursuant to
subsection (e) that includes a request for an extension of time.
Consideration shall be given to a public school entity or
consortium which will incur a significant financial cost or
penalty.

(g) Prohibited membership.--A public school entity that
participates in the Pennsylvania Employees' Benefit Trust Fund
shall be prohibited from participating in the alternative
measures program.

(h) Transition of employees.--A public school entity that
provides some or all of its employees with health benefits
through another health care plan by virtue of one or more
collective bargaining agreements entered into prior to the
effective date of this chapter shall not be required to join the
alternative measures program until expiration of the collective
bargaining agreements. The public school entity and some or all
of its employees, or bargaining representatives of its
employees, may, by mutual agreement and approval of the board,
join the program at an earlier date. Renewal or extension of a
collective bargaining agreement shall constitute its expiration
for the purposes of this subsection.

(1) Optional membership.--No school district of the first
class, as classified pursuant to section 202 of the Public
School Code, shall be required to participate in the alternative
measures program, except as may be agreed upon under the terms

of a collective bargaining agreement covering a majority of
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employees of the school district. Upon a school district of the
first class entering participation in the alternative measures
program pursuant to a collective bargaining agreement, continued

participation in the alternative measures program shall become

mandatory.
SUBCHAPTER F
RETIREMENT HEALTH SAVINGS PLAN
Section 361. Retirement health savings plan.
(a) Plan created.--The board shall establish a retirement

health savings plan through which school employees can save to
cover health-related expenses following retirement. For this
purpose the board shall make available one or more trusts
including a governmental trust or governmental trusts authorized
under the IRC as eligible for tax-preferred or tax-free
treatment. The board may promulgate regulations regarding the
prudent and efficient operation of the retirement health savings
plan, including, but not limited to:

(1) Establishment of an annual administrative budget and
disbursements in accordance with the budget.

(2) Determination of the structure of the retirement
health savings accounts available to eligible school
employees.

(3) Determination of enrollment procedures.

(b) Contracting authorized.--The board is authorized to
administer the retirement health savings plan and to contract
with any lawfully authorized entities to provide investment
services, recordkeeping, benefit payments and other functions
necessary for the administration of the retirement health
savings plan. The board may contract with the retirement system

to invest funds in an account that shall be maintained and
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accounted for separately from the funds of the retirement system
and invested in a prudent manner intended to maximize the safety
of the capital, with all earnings derived from investment of the
assets to be credited to the retirement health savings plan.
Costs and expenses incurred by the retirement system in
administering the investment option shall be paid by the
retirement health savings plan.

(c) Separate account.--All funds related to the retirement
health savings plan shall be maintained and accounted for
separately from the health benefits program sponsored by the
board. The assets of the retirement health savings plan shall
not be liable or utilized for payment of any expenses or claims
incurred by the health benefits program other than as may be
directed by the participant account holder for reimbursement of
an IRC-qualifying health-related expense.

(d) Enrollment.--The board shall establish eligibility
guidelines consistent with the IRC for school employees to
participate in the retirement health savings plan.

(e) Contributions.—--

(1) The board shall determine what contributions are
eligible under the IRC for tax-preferred or tax-free
treatment and may be made into a retirement health savings
plan by a school employee. The board shall authorize and
allow contributions, subject to appropriate limits as may be
established by the board, to be paid by a school employee
electing participation in the retirement health savings plan
subject to the following conditions:

(i) A mandatory school employee contribution
established as a fixed percentage of compensation may be

established through a collective bargaining agreement
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between a public school entity and a bargaining group
representing school employees. The retirement health
savings plan contribution rate does not have to be
uniform for all groups of school employees.

(ii) An optional employee contribution at a fixed
percentage of compensation may be elected by a school
employee during an annual election window that, once
elected, shall continue in effect, except to the extent
it may be changed or discontinued at a subsequent annual
election window as provided for by the board or
supplanted by a mandatory contribution.

(iii) An optional school employee contribution of
all or any portion of annual leave, vacation pay,
personal days or sick leave may be elected by a school
employee as so designated by the employee and agreed to
by the employee's employer. The board may provide that
the election shall be made during an annual election
window of no greater than 90 days as determined by the
board. Once the election has been made, an employee shall
not be allowed to change the amount or discontinue the
contributions until the next annual election window.

(2) The following contributions shall be made into a

retirement health savings plan on behalf of a school

employee:

(i) For an employee who elects participation in the
retirement health savings plan, the employee's employer
shall make a contribution to the employee's account equal
to the public school entity's savings in Social Security
and Medicare taxes resulting from the tax-preferred or

tax-free treatment of contributions made by the school
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1 employee under this subsection. Additional contributions

2 by a public school entity may be established through a
3 collective bargaining agreement between a public school
4 entity and a bargaining group representing school
5 employees.
6 (ii) Any other payments by the Commonwealth or
7 public school entity, including any set-aside payments to
8 be made to school employee accounts under section 334 as
9 determined by the board.
10 (3) Contributions to the plan by a school employee or by
11 the Commonwealth or a public school entity on behalf of an
12 employee must be held in trust for reimbursement of employee
13 health-related expenses and the health-related expenses of
14 any health care dependents following retirement of the
15 employee or when otherwise determined to be benefit eligible.
16 The board shall maintain a separate account of the
17 contributions made by or on behalf of each participant and
18 the earnings thereon. The board shall make available a
19 selection of investment options for participants who wish to
20 direct the investment of the accumulations in the
21 participant's account, in addition to a default option for
22 participants to be invested in a prudent manner as determined
23 by the board.
24 (f) Reimbursement for health-related expenses.--
25 (1) Upon retirement or separation from employment with a
26 public school entity, a participant becomes eligible to seek
277 reimbursements for IRC-qualifying health-related expenses
28 from the participant's retirement health savings plan
29 account, including reimbursements for the health-related
30 expenses of the participant's eligible health care
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dependents.

(2) If a school employee dies prior to exhausting the
balance in the employee's retirement health savings plan
account, the employee's health care dependents are eligible
to seek reimbursement for IRC-qualifying health-related
expenses from the account.

(3) The board shall pay reimbursements from a retirement
health savings plan account until the accumulation in the
account has been exhausted. If an account balance remains
after the death of all participant account holders, the
remainder of the account must be paid to the school
employee's beneficiaries or, if none, to the employee's
estate.

(g) Annual financial statement.--Quarterly and annually the
board shall prepare summary retirement health savings plan
statements for individual participant account holders listing
information on contributions, investment earnings and
distributions for the account holders' accounts.

(h) Fees.--The board is authorized to charge uniform fees to
participants to cover the ongoing costs of operating the plan.
Any fees not needed must revert to participant accounts or be
used to reduce plan fees the following year.

(i) Advisory committee.--

(1) The board shall establish a participant advisory
committee for the retirement health savings plan composed of:

(i) One representative appointed by each Statewide
union that represents bargaining groups of school
employees participating in the plan.

(ii) One representative of each Statewide

organization representing at least 10% of annuitants.
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(1iii) One representative of the Pennsylvania
Association of School Business Officials.
(iv) One representative of the Pennsylvania School
Boards Association.
(2) Each participant group shall be responsible for the
expenses of its own representative.
(3) The advisory committee shall meet at least two times
per year and shall be consulted on plan offerings. By October
1 of each year, the board shall give the advisory committee a
statement of fees collected and the use of the fees.
CHAPTER 5
MISCELLANEOUS PROVISIONS
Section 501. Feasibility report.

Within 18 months after the Statewide health benefits program
or the alternative measures program is fully implemented, the
Secretary of Administration shall report to the Governor, the
President pro tempore of the Senate and the Speaker of the House
of Representatives the feasibility of including community
college employees in the program.

Section 502. Effective date.

This act shall take effect immediately.
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