Opening Comments from the Chair
Committee Meeting ~ August 19, 2005

I.
Welcome back!  I would like to welcome each one of you back to our committee’s deliberations.   Last spring, I believe appropriately, we moved relatively slow making sure that all of us fully understood the issues and, as I have told Executive Vice President Butler and many others, I believe we made significant progress and all committee members are fully aware of the issues involved.  Now, during the fall it’s time for the “rubber to hit the road” and we’ll move at a quick pace.  I’ll lay out my tentative plan for you in a few minutes.
II. Summer Activities—although the committee did not meet over the summer, I think it is safe to say that the summer was not idle time.  Several things were accomplished—many of which we’ll be discussing today and over the course of the next two or three meetings.

A. Access only for new hires—as you know, we recommended that new hires have access only for retiree health care.  That recommendation was adopted, effective after December 31, 2005.
B. Begin accumulating retirement health care benefits at age 50—you will recall during late spring, we discussed the possibility of the active workforce not accumulating retiree health care benefits until age 50.  I think the primary thrust of this was that while in the long run it wouldn’t make a significant difference to funding, in the short run perhaps it would.  Marc Mathews spoke with our auditors to get their opinion and likewise, Joey through our consultants, got an opinion of the GASB staff.  We had a conference call with Joey, Marc, the auditor, our consulting firm and I.  It was decided during and shortly after that conference call that implementing a plan where the active workforce would not accumulate retiree health care benefits until age 50 would not impact in any way our liability under GASB 45.  Naturally, as these issues evolve, we could possibly make a case with the auditors and GASB, but to do so would probably not be fruitful in the short run, at least.  Therefore, it was decided to disregard this alternative.

C. Medicare D—Joey attended several information sessions on Medicare D both in and outside Lexington.  He kept Marc and I well informed.  In addition, Joey, Margaret Nowak-Rapp, Kim Wilson, Henry Clay Owen and I participated in a live teleconference on the subject.  What we found, that was new to me, is that Medicare D essentially will be implemented by private industry, that is organizations such as Humana, will apply to the government for permission to offer pharmaceutical coverage to Medicare D eligible participants.  In return, these companies, such as Humana, will receive a subsidy from the government from each Medicare D participant they enroll.  The gist of this is that while the donut hole we have all been concerned about is still there in the federal legislation, from a practical point-of-view, it will be hidden as most providers will offer co-pays not dissimilar to our current Humana Carve-Out plan.  This makes Medicare D coverage for our retirees appear to be a more practical alternative than many of us thought last spring.  A decision has been made, however, that we will continue with the Humana Carve-Out plan at least for the current year.
D. Medicare Advantage Plans—Bob Stroup noticed several ads in the Lexington Herald-Leader regarding a Humana-based plan for retirees that seemed too good to be true.  I think the cost was approximately $19 a month.  Bob attended one of the local seminars and got the information.  He presented it to Joey and me.  We then had a conference call with Humana and discovered that indeed they were offering such plans in this area.  Prior to the current offering, these Medicare Advantage plans have been available in some areas of the United States, but not in the greater Lexington area.  Therefore, they were never considered as an alternative to the Humana Carve-Out plan.  Now, however, it is a viable alternative to that plan.  We asked for a quote from Humana for a UK Medicare Advantage Plan.  We have just received that information this week and will be analyzing and discussing it over the next two or three meetings.

E. Alternative D Scenarios—as you will recall at our last few meetings in the spring, as a committee we zeroed in on Alternative D as the preferred alternative of the ones presented by Hewitt although its cost was $6 million over our target of $16 million.  We requested from Hewitt several alternative D scenarios.  They did provide those scenarios—seven in total and we will be reviewing those also in the next few meetings.

F. Summer Presentations—I made some presentations this summer to interested parties.  These presentations included one to the Dentistry College staff, the Research Administration staff, the Senate Council and the President’s Cabinet.  The presentations were based on the mid-year status report I prepared, presented and discussed with Executive Vice President Frank Butler.  I sent all of you copies of that report and hope you had the opportunity to review it to get back into retiree health care.  Incidentally, do any of you have any questions on that report?
III. Plan for the Fall—as I mentioned earlier, we are somewhat under the gun this fall.  Our final recommendations to Executive Vice President Frank Butler need to be in his hands by the end of the calendar year.  A tentative plan I have laid out for the fall is as follows:

A. Next three or so weeks—We will discuss the Alternative D scenarios, as well as the Medicare Advantage Plan and hope to reach some tentative recommendations by the second or third week of September.

B. Mid-September to late October—during the period of mid-September to late October, I will conduct as many information forums as possible.  I will be gone one week during that period; however, I am perfectly willing to hold forums to various groups almost continuously throughout the period.  I have offered to the Provost that I would be willing to make a presentation to each college, both on the medical campus and the Lexington campus and other interested groups.  This will be an intensive time for me personally and at the same time an absolutely necessary exercise.  If any of you can attend some of the forums, it would be beneficial.  The purpose of the forums is not only to publicize our ideas, but more importantly to seek the input of the campus-wide community.  I will have Alison and Jolie (Stacy’s replacement) attend as many of the open forums as possible to take notes.  Probably on a weekly basis, we will provide the committee with the questions and input I receive so that you can appropriately digest it.

C. November and December—we will finalize our recommendations which are specifically directed to Executive Vice President Frank Butler, however, I will present them to the Employee Benefits Committee to enable that group to have input.

D. Summary—from your point of view, I think you will have a fairly large time commitment the first three or four weeks beginning now.  It will taper off for four or five weeks and then heat up again for two or three weeks during late October/early November.

IV. Announcements—three committee members will be out some this fall.  Wayne Frazier’s wife is having surgery and he will miss (as you can see he’s not here today) approximately one month of our deliberations.  This is an important time and I will be in communication with him throughout this period to obtain his input for the committee.  In addition, Jean Cox is going on a trip during the fall and she will not be able to attend meetings from September 6th to October 15th.  She will have access to e-mail and we will keep her fully informed and welcome her comments also.  Finally, Bill Fortune will be on sabbatical and out of town the entire fall.  I will keep him informed of our progress and seek his input.
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