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DeAngela Burns-Wallace, Secretary Laura Relly, Governor
To: Members of House Appropriation and Senate Ways and Means
From: Jennifer Flory, Interim Director, State Employee Health Benefits Plan

Subject: Requests for Information Related to the State Employee Health Plan Reserve Fund
Date: April 11%, 2022

Members of House Appropriation and the Senate Ways and Means Committees:
Thank you for the opportunity to provide additional background on the State Employee Health Plan Reserve Fund.

With a healthy reserve, the Health Care Commission can reduce, eliminate, or minimize rate increases for the
contributions paid by the employees and reduce or maintain the members cost share and benefits provided by the plan.

The SEHP is a self-funded plan responsible for paying for all covered claims and expenses incurred by covered members.
The target reserve for the health plan should be approximately $50 million.

The average ending reserve balance since plan year 2016 is $43,990,905. (This average balance is only this high as there

was a reduction of claims expense due to two years of COVID). The claims expense has now increased back to and
above normal claims expenses.

| want to be clear that the current balance of the reserve is adequate. However, this GBA is an opportunity to provide an
investment for benefits to state employees, without creating a long-term increase in employer contribution.

I would like to address a few questions brought up during last week’s discussion of the Governor’s Budget Amendment:

In 2009, SB 572 created a requirement for vendors to the State Employee Health Plan to be audited. Initial estimates
indicated that the state could recover $9 million from vendors. $9 million was taken from the Reserve Account in 2009,

although the state was not able to recover more than a negligible amount from vendors. A copy of SB 572 is included in
this packet.

In 2014, the US Department of Health and Human Services performed an audit that penalized the state for depositing
earned interest on the Reserve Fund into State General Fund. The federal government forbids this practice for certain
federally funded benefits-eligible positions in the state. HHS levied a penalty of $17,394,334, which was paid in
installments from FY 2014-2019 from the Reserve Fund. The first installment payment of $2,521,955 was made from
the SEHP fund balance in 2013. The Reserve Fund has never been made whole after it paid the HHS penalty.

| have included two additional documents that provide a snapshot of the Reserve Fund history since 2009, as well as
actions that the HCC has taken since FY21 that have impacted rates.

| appreciate the opportunity to provide this information, and | would be happy to answer any additional questions.



Reserve Fund Historical Background

FY09
. Legislative action resulted in state agencies not contributing the Employer contribution for seven pay

periods, resulting in a $64 million decrease in the fund balance.

FY10
« SB 572 reduced the fund by $9.675 million.

FY14-19
« The US Department of Health and Human Services assessed penalties on the SEHP Fund based on audit
findings related to “disallowed cost” ‘
« |nterest on the SEHP fund balance accrued to the State General Fund for fiscal years 2012, 2013 and 2014.
« Allinterest earned after 2014 now accrues to the SEHP fund. :
+ The penalty of $17,394,334.28 was paid in installments from FY 2014-2019 from the SEHP Fund.

FY15
« The HCC voted to reduce the State of Kansas Employer contribution by 8.5 percent.

FY16
« The HCC voted to keep the State of Kansas Employer contribution flat, continuing the balance reduction




Rate History

2020:
The HCC voted for a 4.5% State of Kansas Employer contribution increase
Employee Rates:

¢ Employee and Employee + children: no increase

e Employee + Spouse & Family: reduced six (6) percent

2021:
The HCC voted for a 3% State of Kansas Employer contribution increase
Employee Rates:

¢ Employee & Employee + children: no increase

o Employee + Spouse & Family: reduced two (2) percent

2022
The HCC voted for a 5% State of Kansas Employer contribution increase
Employee rates:

e Employee and Employee + children: no increase

e Employee+ Spouse & Family: reduced two (2) percent
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And provided further, That the director of the budget shall transmit 2
copy of each such certification to the director of legislative research: And
provided further, That the department of social and rehabilitation services
shell report to the legislature at the baginning of the regular session in
2011 with expenditure data regarding this program.

Sec, 76.

KANSAS HEALTH POLICY AUTHORITY

{a} There is appropriated for the above agency from the state general
fund for the fiscal year ending June 30, 2011, the following:

Operating expendStures ememererersresmsersrsssnsinoninirinrnerss $17,104,347
Provided, That any unencumbered balance in the operating expenditures
account in excess of $100 as of June 30, 2010, is hereby reappropriated
for fiscal year 2011: Provided further, That expenditures shall be made
from this account for the drug utilization review board to perform an
annual review of the approvéed exemptions to the current single source
Yimit by program.

Office of the inspector general . iuevreiiverne rreesasnsrenre vt $95,543
Provided, That any unencumberead balance in the office of the Inspector
general account in excess of $100 as of June 30, 2010, is hereby reappro-
priated for fiscal year 2011, :

Other medical asSIStANCE 1vivrirerirremvertrrerreesrsraresrerensarsess 93891,204,882
Provided, That any unencumbered balance in the other medical assis-
tance account in excess of $100 as of June 30, 2010, is hereby reappro-
priated for fiscal year 2011: Provided further, That expenditures may be
made from this account for the purpese of implementing or expanding
any prior authorization project: And provided jurther, That an evaluation
of the automated implementation, savings obtained from implementation,
and other outcomes of the Implementetion or expansion shall be submit-
ted to the health policy oversight committee prior to the start of the 2011
legislative session,

Children’s health InSurance Program i eweevesssemmenrensrnns - $15,786,828
Provided, That any unencumbered balance in the children’s health in-
surance program eccount in excess of $100 as of June 30, 2010, is hereby
reappropriated for fiscal year 2011: Provided further, That no increases
shall be made to monthly premium payments for the state children's
health Insurance program until approval of the increase Is received by the
Kansas health palicy authority from the federal centers for medicare and
medicaid services.

(b) There is appropriated for the above agency from the following spe-
clal revenue fumf or funds for the fiscal year ending {nne 30, 2011, all
moneys now or herealter lawfully credited to and available in such fund
or Funds, except that expenditures other than refunds authorized by law
shall not exceed the following:

Preventive health care program fund.,..cevrreeiirenisnnner $519,470
Cafeteria benefits fund....comuerinerssessversesimsneienienions No limit
Provided, That expenditures from the cafeteria benelits fund for the fiscal
year ending June 30, 2011, for salaries and wages and other operating
expenditures shall not exceed $2,324.908.

State workers compensation sell-insurance fund .o.eveeene. No limit
Provided, That expenditures from the state workers compensation self-
insurance fund for the fiscal year ending June 30, 2011, for salaries and
wages and other operating expenditures shall not exceed $3,725,938.
Dependent care assistance program fund..e.cieniiensnnne No limit
Provided, That expenditures from the dependent care assistance program
fund for the fiscal year ending June 80, 2011, for salaries and wages and
other operating expenditures shall not exceed $225,372.

Non-state employer group benefit fund.....cvererarinneene $163,931
Kansas health policy authority special revenue fund ....... No limit
Provided, That expenditures from the Kansas health policy authority spe-
cial revenue fund for the fisca) year ending June 30, 2011, for official
hospitality shall not exceed $1,000.

Health committee insurance fund....ccovevnireniens e $248,870
Health cave database fee fund...... No limit
Medical programs fee fand....ocovveecreininnas $54,284 610
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Health and hospitalization insurance clearirig fund.......... No limit

Provided, That expenditures from the health and hospitalization {nsur-
ance clearing fund for the fiscal year ending June 30, 2011, for salaries
and wages and other operating expenditures shall not exceed $7,854,305,

Fealth insurance premium reserve fund.....oow. No limit

Other state. fees fund vovernrererene Vosrerernras $0
Health care access improvement (1111 1 RRPPPIO $37,380,236
Other federal grants and assistance fund... ‘No limit
Medical assistance federal fund ..ievevivo No limit
Children’s health nsurance lederal fung...c.ce...s No limit
Ticket to work infrastructure grant federal fund...oovecies No limit
Health policy and finance — PERM grant federal fund... No liinit

Ryan White title 1 fedoral fund vovviviirisrissmenenss Na limit

{c) During the fiscal year ending June 30, 2011, the executive director
of the Kansas health policy authority, with the approval of the director of
the budget, may transler any part of any ftem of appropriation for the-
fiscal year ending June 30, 2011, from the state general fund for the
Kansas health policy authority to another item of appropriation for fiscal
year 2011 from the state general fund for the Kansas jealth policy au-
thority. The executive director of the Kansas health policy authority shall
certify each such transfer to the director of accounts and reports and shall
transmit a copy of each such certification to the director of legislative,
vesearch. ]

{d) Any moneys donated or granted to the Kansas health policy au~
thority, and any federal funds received as match to such donations or
grants, for the fiscal year endin%\]une 30, 2011, shall only be expended
By the Kansas hiealth policy authority to assist the clearinghouse in re-
ducing any backlogs or waiting lists, unless otherwise specified by the
donor or grantor: Provided, That any donated or granted moneys, and
the matching moneys received therefor from the federal centers for med-
jeare and medicaid services, shall not be used to supplantor replace funds
already budgeted for the clearinghouse, or to restore any other reductions
in funding to the clearinghonse or the agency, unless otherwise specified
by the donor or grantor. )

{e) During the fiscal jyear ending June 30, 2011, notwithstanding the
provisions of this or any other appropriation act of the 2010 regular ses-
sion of the Jegislature, or any other statute, no moneys sppropriated for
the Kansas health policy-suthority from the state general fund or from
any special revenue fund or funds for fiscal year 2011 shall be expended
by the Kansas health policy authority for the purposes of requiring, and
the Kansas health policy authority shall not vequire, an individual, who is
currently prescribed medications for mental health purposes in the
MediKan program, to change prescriptions under & prefeived drug for-
mulary durling. the fiscal year ending June 30,2011 Provided, That all
preseriptions paid for by the MediKan program during fiscal year 2011
shall be flled pursuant to subsection (a)'of K.S.A, 65-1637, and-amend-
iments thereto: Provided further, That the Kansas health policy authority
shall Follow the existing pribr authorization protocol for reimbursement
of preseriptions for the MediKan program for fiscal year 2011: And pro-
vided further, That the Kansas health policy authority shall not expend
any moneg*s appméarvlated from the state general fund or any spectal rev-
enue fund or funds for fiscal year 2011, ns authotized by this or other
appropriation act of the 2010 regular session of the legislature; to imple-
ment or maintzin a preferred-drug formulary for medications prescribed
for mental biealth purposes to individuals in the MediKan program during
fiscal-year 2011

.(f) On July 1, 2010, or as soon hereaiter as moneys are available, the
director of accounts. and Yeports shall transfer $8,675,000, from the HBA
Clearing fund-— remittance fo admin service org account of the HBA
dlearing fund to the state general fund.

lz) In addition to the other purposes for which expenditures may be
made by the Kansas health policy authority from moneys appropriated
from the state géneral fund or any special revenue fund or funds for fiscal
year 2010 and fiscal year 2011 for the Kansas health policy authority as
authorized by chapter 124 or chapter 144 of the 2009 Session Laws of
Kansas or by this or other appropriation act of the 2010 regular session
of the legislature, expenditures shall be made by the Kansas health policy
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authority from the state general fund or any special revénue fand or funds
for ﬁscz year 2010 or fiscal year 2011 to enter into & three-year contract
for 2 pilat preject for health care cost-containment and recovery services
to be implemented regarding programs of state agencies oy programs
responisible for the payment of medical or pharmacy claims, including the
department of socll and Teliabilitation services, department on aging,
Kansas health policy authority, juvenile justice authority, department of
Tabor, depariment of health and environment-and the state health care
benefits program, as provided in K,S.A, 75-6501 throngh 75-6523, and
amendments thereto: Provided, That the pilot project shall be designed
to provide statewide efficlencies and cost savings across multiple state
agencies and the state herlth care benefits program: Provided. further,
That the pilot project shall include services to extract savings and recover
funds for health care services paid by any state agency to include, but not
be limited to, the recovery of overpayments identified through claims
review and provider audits; and coordination of payment between private
insurevs, Medicare, and other publie and private payers of health care
datms: And pravided fiirther, That the pilot project shall inclade these
services and additional services as approved by the Kansas health policy
authority and the affected state agency: And provided further, That'the
pilot project shall be supplémental to audit and recovery projects already
conducted by individual state agencies and shall determine ways to im-
prove efficiencies by coordinating audits and recovery program activities
across mulbple state agenties: And provided further, That the contract
for the pilot project shall provide for the vendor to be compensated by s
percentage of recoveries or savings attaineds And prouided further, That,
upon completion of the pilot project, the executive director of the Kansas
health policy authority shall report to the legislature the savings genérated
from the pifot program and make recommendations regavding extension
of the pilot program, termination of the program, or competitive pro-
curement for the sérvices provided thereunder: And provided further,
That such contract shall be entered into on or before’ October 1, 2010,
through a request Tor proposal process: And provitled however, That
nothing in the contvact g)r such pilot project: shall make nulland void any
other contract that a selected vendoy under such request. for proposal
may currently be entered into with the state of Kansas: And provided
Jurther, That such ﬂot_pro%ect shall be implemented in such a manner
as to coordinate witi federal vequirements to establish a medicaid recov-
ery audit contract pursuant to the federal patient protection and offord-
able care act, H.R, 3590. i
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(i) During the fiscal year ending June 30, 2011, no expenditures shall
be made by the above agency from any monsys appropriated from the
state general fund or any special revenue fund or funds for the fiscal year
ending June 30, 2011, to implement any policy or pracedure which would
vestrict or limit beneRclaries of medicaid access to medications for mental
health purposes, including, but not Jimited to, restricting the number of
name brand or single source mental health medications for any benefi-
ciary and all expenditures made by the above agency for the fiscal year
2011 shall be made in compliance with the provisions of K.S.A, 38-7,121b,
and amendments thereto.

Sec. 77.
DEPARTMENT OF SOCIAL AND REHABILITATION SERVICES

(a) There Is appropriated for the above ageney from the state general
fund for the fiscal year ending June &0, 2011, the following:

State OPerations ....vmumsrertonssrrsreressesrsomeseneansens $111,089,328

Provided, That any unencumbered balance in the state operations ac-
count in excess of $100 as of June 30, 2010, is hereby reappropriated for
fiscal year 2011; Provided further, That expenditures may be made from
this account for the purchase of professional liability insurance for phy-
sicians and dentists at any institution, as defined by K.S.A. 7612401, and
amendments thereto: And provided further, That expenditures from this
account for official hospitality by the secretary of social and rehabilitation
services shall not exceed $500: And provided further, That expenditures
shall be made from this account to contract with Kansas legal services for
the purpose of providing legal representation and disability determination
case management for agult cash assistance recipients,

Alcohol and drug abuse services grants.....ooccirreeres e $1,226,535

Provided, That any unencumbered balance in the slcohol and drug abuse
services grants account in excess of $100 as of June 30, 2010, is hereby
reappropriated for fiscal year 2011,

Mental health and retardation services aid and
BSSIStANCE cvrrerennes Jesvreer vevneeree eereeriverseenerieieninarentrase $123,591,185

Provided, That any unencumbered balance in the mental health and re-
tardation services aid and assistance account in excess of $100 as of June
30, 2010, is hereby reappropriated for fiscal year 2011

Kansas rfeurclogical fnstitute — operating expenditures,.. $11,327,817

Provided, That any unencumbered balance in the Kansas neurological
institute — operating expenditures aceount in excess of $100 as of June
30, 2010, is hereby reappropriated for fiscal year 2011: Provided, how-
ever, That expenditures from the Kansas neurolo jcal institute — oper-
ating expenditures account for official hospitality by the superintendent
shall not exceed $150: Provided firther, That expenditures shall be made
from this account to assist residents of the institution to take personally-
used items, which were constructed for use by such residents and which
are hereby authorized to be transferred to such residents, from the in-
stitution to communities when such residents leave the institution to re-
side in the communities,

Lamned state hospital — operating expenditures.........u.er . $30,848,692
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Provided, That any unencumbered balance in the Larned state hospital
— operating expenditures account in excess of $100 as of >]\me 30, 2019,
is hereby reappropriated for fiscal year 2011: Provided, however, That
expenditures from the Lamned state hospital — operating expenditures
account for offictal hospitality by the superintendent shall not exceed
$150: Provided further, That expenditures may be made from this account
for educational services contracts which are hereby authorized to be ne-
otiated and entered into by Lamed state hospital with unified school
istricts or other public educational services providers: And provided fur-

ther, That such cducational services contracts shall not be subject to the
competitive bidding requirements of K.SA. 75-3739, and amendments
thereto.
Larned state hospital — sexual predator treatment

PYOZTAM ¢eritustnssorsismmerssssarminivstnrsrsssssrasorsassssressiness $12,895,380
Provided, That any unencumbered balance in the Larned state hospital
— sexual predator treatment program account in excess of $100 as of
June 30, 2010, is hereby reappropriated for fiscal year 2011,
Osawatomie state hospital — operating expenditures ...... $14,342,000
Provided, That any unencumbered balance in the Osawatomie state hos-
pital — operating expenditures account in excess of $100 as of June 30,
2010, is heveby reappropriated for fiscal year 2011: Provided further, That
expenditures from the Osawatomie stafe hespital — operating expendi-
tures account for official hospitality by the superintendent shall not ex-
ceed $150,
Parsons state hospital and training center — operating

EXPENIRITES 11 v0scvvesrerssnseasnesrsssromsroernensssssasenensnars 510,447,821
Provided, That any unencumbered balance in the Parsons state hospital
and training center — operating expenditures account in excess of $100
as of June 30, 2010, is hereby reappropriated for fiscal year 2011: Provtded
further, That expenditures from the Parsons state hospital and training
center — operating expenditures accoust for official hospitality by the
superintendent shall not exceed $150: And provided further, That ex-
penditures may be made from this account for educational services con-
tracts which are hereby authorized to be negotiated and entered into by
Parsons state hospital and training center with unified school districts or
other public educational services providers: And provided further, That
such educational services cantracts shall not be subject to the competitive
bidding requirements of K.S.A, 75-3739, and amendments thereto: And
provided further, That expenditures shall be made from this account to
assist residents of the institution to take personally-used items, which
were constructed for use by such residents and which are hereby au-
thorized to be transferred to such residents, from the institution to com-
munities when such residents leave the institution to reside in the com-
munities,
Rainbow mental  health facility -— operating

EXPENATUTES sreerrvsecnrersarisemrsisisrsensnsresasermsesmrenerses 94:924,288
Provided, Thet any unencumbered balance in the Rainbow mental health
facility — operating expenditures account in oxcess of $200 as of June 30,
2010, is hereby reapg]mpriated for fiscal year 2011: Provided further, That
expenditures from the Rainbow mental health facility — operating ex-
penditares account for official hospitality by the superintendent shall not
exceed $150.
Children's montal health inltiative...cocveirererirenne rerreennene $1,500,000

Provided, That any unencumbered balance in the children's mentathealth
initiative account in excess of $100 as of ;‘une 30, 2010, is hereby reap-
propriated for fiscal year 2011: Provided, however, That no expenditures
shall be made from the children’s mental health initiative account for
inpatient hospital beds for children.

Youth services aid anQ assiStance .veeerervnisersrersenserarensarss $111,023,868
Provided, That any unencumbered balance in the youth services aid end
assistance account in excess of $100 as of June 30, 2010, is hereby reap-
propriated for fiscal year 2011,

Vocational rehabilitation aid and assistance vovveviieereenen  $6,218,208

Provided, That any unencumbered balance in the voeational rehabflitation
aid and assistance account in excess of $100 as of June 30, 2010, is hereby



