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MR. FORTUNE: Welcone to the
Senate Meeting of Novenber 12.

This is a rather special neeting because
the Report of the Health Benefits Commttee is going to
be rel eased and di scussed today for the first tinme.

We have a couple of mnor, very mnor
items of business to take up. So let nme go through
t hose.

First, the mnutes of October 8th have
been distributed. Are there any additions or
corrections to those mnutes? (No response.)

If not, the mnutes will stand APPROVED
as distri buted.

By way of Chair's announcenents, we
approved a change in the Dentistry Cal endar because of
their Coll ege Research Day. Senate Council did that.
We al so approved -- and this is actually a change in
the Senate Rules -- to approve a change in the Pre-
College Curriculumas it appears in the Senate Rul e.
There was an enmergency situation. W basically -- W
needed to do that in order that the bulletin would be
correct. And so we went ahead and did that. And,
really, all we're doing is conformng to the State
policy on that.

As far as waivers of rules are concerned
on Septenber 17th, and | forgot to announce these | ast
time, there were four waivers of the |-G ade Rule.
These were all situations in which for various reasons
the students asked for -- the students and the faculty
menbers invol ved asked that the |-G ade Rule be waived
to allow a grade to be recorded after the normal tine
for doing that. And on Cctober 29th, at the request of
t he School Accountancy, we renoved a course fromthe
purge list. It had been purged because it had not been
taught in a nunber of years. And we renoved it from
the purge list in order to nmake it available to be
offered in the spring senester.

By way of other announcenents, John
Tacoro [phonetic] called us this nmorning. And the
Sel f-Study Report is up on the web and it's www. uky. edu
-- of course -- /selfstudy. And there are two hard
copies on reserve at the Library. And | think John's
here, isn't he?

John, you need comments on that pretty
qui ckly, don't you?

MR TACORO Right. By
Wednesday.
MR. FORTUNE: COkay. This is
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pretty quick

MR. TACORO. Bill, let ne make
some comments, if | may.

MR FORTUNE: Yes.

MR. TACORO  The president
sent out a meno about this Novenber the 2nd. And we
also tried to get a note in the Kernel about it. But
the Kernel didn't see fit to publish it. So that's why
you have the short notice.

MR. FORTUNE: Ckay. Well,
it's on the web and there are two hard copies in the
Li brary. So for those of you that want to have sone
input on this, you need to take a | ook at that and get
your coments to John as quickly as possible.

Let nme say this about the Board of
Trustees Election. As you know, we changed the rules
governing that. And there are four fol ks who have been
nom nated. Now, all these people have agreed -- Ten
peopl e have signed their nom nation papers and they
have agreed to serve and the ballot will be out soon.
And the four people are: David Jones, M chael Kennedy,
Judy Lesnow [ phonetic] and nme. And obviously, for that
reason, |'mhaving nothing to do with this election.
It's totally under the control of Brad Canon. And he
is the one that will be taking the ballots and counting
them and so on, and if there is a second ball ot,
sendi ng that out.

MR CANON: |'mopen to
bri bes.

MR. FORTUNE: The only other
thing by way of general announcenent is that we really
are going to have a special programat the Senate
Meeting on Decenber 3rd. W' re going to honor our
| ongst andi ng and ever-young Parlianmentarian Gfford
Blyton. And it really will be a festive occasion. And
we're going to marry this to the dinner they' re having
on the preceding Saturday night. H's old debaters are
having a dinner for himand seeking to endow the
Gfford Blyton Chair at Oral Communi cati on.

And our Monday, Decenber 3rd Senate
Meeting will be followed by our Christmas Reception
which will be in the Young Gallery out here in the hal
and it really should be a fine occasion. W're
inviting a lot of folks and we'll have a coupl e of
m nor itens of business but then we'll proceed into the
recognition of Gfford.

There is one action itemand that is --

| think there's only one action item Yes. This is a
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request by the College of Engineering to change the
rul e governing the adm ssion to civil engineering. And
circulated with your -- with the mnutes was the
ori gi nal proposal.

There have been mnor editorial
suggestions which the Senate Council has approved. And
that's that pink sheet. And so it conmes to you. And I
don't think this is a situation where | have to waive
the ten-day rul e because these are nerely editori al
changes. And so it stands before you as an action
item It comes on the recommendation of the Senate
Council and, therefore, it needs no second. So I|'l
ask at this time if there are any questions. | think
we have sone folks from Cvil Engineering here that
per haps can answer questions about it if there are any
questions or discussion of this item (No response.)

Okay. If not then, all in favor signify
by sayi ng aye.

("AYE" VO CE COUNT: ALL)

MR. FORTUNE: (Opposed say nay.
("NAY" VO CE COUNT: NONE)

MR. FORTUNE: Then the MOTI ON
passes.

kay. The second item and what we're
really here for today, is the presentation of the
Heal th Benefits Commttee Report. And | believe you
all have copies of it. And | think you al so have an
eval uation for -- place that you can make coments.

You shoul d have picked that up outside. If not, we'll
get a copy to you

|"mgoing to introduce Tom Sanuel to
you, who chaired this conmttee. And in introducing

him | would -- The only thing that I would say on his
behal f is that he put up with an awful ot fromall of
us. This was a renarkable process. It was a totally

open process. W had |ots of folks who attended the
nmeeti ngs throughout the year. W heard from everybody
under the sun about this. W know nore about health
benefits, at least | do, than | ever wanted to know.
And | think the end product is a good product and I am
particularly proud of the process. | think it says a
ot of this institution, that President Todd forned the
Commttee that he fornmed and all owed us to proceed as
he all owed us to do.

And, with that, I will introduce to you

Dr. Tom Sanmuel who will chair this Commttee -- excuse
me -- who will take over the rest of the neeting.

MR. SAMJEL: |I'mnot going to
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give it to Bill. But, anyway...
MR. FORTUNE: Tom's going to
t ake you through this.

Now, when there are questions or
comments fromthe floor, and we are going to be
inviting that, 1'mgoing to stand up here with him so
that | can call on you and we can get your nanes for
the court reporter.

MR. SAMUEL: Thank you, Bill.

Let me first introduce the Commttee.
We have nost of the Conmittee nenbers here today and |

do want to make sure that they have recognition. | do
appreciate Bill's comment but -- comments about the
Chai rmanshi p but this has nostly been a Conmittee
activity. It has not been a Chairman activity and it's

been a very open process. W spent in excess of 50
hours of neetings, direct neeting tinme between July and
October. And then we had a retreat, at which we
actually put the report together based upon information
t hat we' ve obtained fromvarious and sundry experts
around the University as well as the nation as a whol e.

The plan is that -- W presented the
plan or the prelimnary draft this norning to the
President's staff. W're presenting it this afternoon
to you as the Faculty Senate. We will have four foruns
on canpus where we will take additional comments. W
also wll have two electronic foruns where we'll have
peopl e from Eastern and Western Kentucky partici pate.

We then will have a neeting next
Wednesday just to show we're real serious about this
and that next Wednesday, the day before Thanksgi ving,
we hopefully will wap this report up and be able to
actually get the report to the President, because it's
going to take several nonths of planning in order to
i npl enent what ever changes ultimately the President
chooses.

So we're going to have not only what
this Task Force recommends -- and certainly we need to
remenber ours are only recomendations -- it's up to
the Adm nistration to decide what actually does happen.

But this has been a very open process. W have a ways
to go. W're very proud of where we got to. And I
think we can say we have a unani nobus support with one
exception, one caveat, which we will tal k about when we
get to it.

Let nme introduce the Commttee nenbers.

You know Bill Fortune. Sheila Brothers, who is from
t he Departnent of Endocrinology in the College of
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Medi cine. Karen Mayo, who is with the Lexington
Community College. Bill Reesor, who is with Physical
Plant. Bill Stober, who is Eneritus Faculty Menber;
and Debbie Davis, who is with the Sponsored Projects;
Lee Meyer, who is with the Coll ege of Agriculture; and
David Hoke, who is with the Wl |l ness Program

There are three nenbers that are not
here. Ann Smith is here but she is not going to sit
with us. So, therefore, she's not here. But Ann's at
U K Hospital and brought with us the perspective of
the Medical Center, as did nyself and others, as well.

Roberta Young, who is with the Custodial Services and

Physical Plant Division, was a nmenber of the Conmttee;
and Bob Stroup, who is an Eneritus Faculty Menber, also
is on the Conmttee.

It was a very active, involved

Committee. W were in fact able to, | think, listen to
everybody and everything that anybody had to say. And
| think we listened until -- In fact, they were
exhausted if we weren't.

Now, what | want to do -- And |I'd

talked wwth the court reporter earlier; we were talking
about Julia Costich, she was the Staff to the
Commttee. | said, "Make sure you use whatever term
possi bl e to enhance her status.”™ So we called her
Executive Staff. She's the only Staff but she's al so
t he Executive Staff to the Conmttee. And she did nuch
of the work.

| just got back from Romania froma two-
week hiatus |ast Saturday and Julia and Bill and others
have been doing the work in the interim So it's been
a very fine Conmttee in ternms of interactive
capability, but also people taking responsibility and
goi ng forward.

Ms. Costich, if you would please let ne
know where |I..

M5. COSTICH  Wave ny nmagic

wand here.

MR. SAMJEL: Ckay. And the
reason I'mstanding is, | need to read this at the sane
time and | can't do it fromsitting down there. And |
do encourage the Commttee, we'll take any question

t hat you have. And the Committee is encouraged to
participate in answering questions at the sane tine.
This is a prelimnary recomendati on and
if we could get reconmmendati on, one up, so | know what
it is.
M5. COSTICH Okay. This is

ASSOCIATED REPORTING SERVICES, INC.
(859) 2339272 (800) 882-3197



O©CoO~NOULWNPE

University Senate Council Session - November 12, 2001

an overview but | think you can see it fairly well.
MR. SAMUJEL: Everybody got
that? That's it.

Thank you very nuch
( TECHNI CAL COMVENTS OFF THE RECORD)

MR. SAMJEL: | got it. Ckay.
Core Recommendations. We've divided these into Core
Recommendat i ons and ot her recomendati ons. And we'l]|
| et you know when we've passed the Core so that you can
see that we are in other reconmendati ons.

The University should increase its
support for the health benefit of Fiscal Year 2003 --
that is next fiscal year -- by $9.6 nillion. That's a
ot of noney in this tight-budget tine. W have worked
with the President's staff throughout the period of
neetings of the Committee. This would be $5 nmillion of
net general fund noney plus the 4.6 mllion that cones
fromfee-supported as well as grant-supported positions
within the University. And then we will go through how
we woul d recommend spending that 9.6 mllion dollars
but certainly it's to inprove the benefit structure.

But the majority is actually to increase the
contri bution.

Qur basic thrust is that next year is
not likely to be a substantial increase in salary to
the University enployees. There should be no increase
in enpl oyee contribution to health insurance, that and
the -- when we're | ooking at approximately a 15 percent
increase in health costs for next year.

For 2003 no enpl oyee contri bution
increase for any UK fam |y conposition tier; enployee
contribution to UKHMO enpl oyee-children and famly
tiers should decrease. Part of the problemis that the
Uni versity of Kentucky, if we |ook at our 20
benchmar ks, they fund on the average 89.1 percent of
famly coverage. The University of Kentucky funds 32
percent. The next |owest to the University of Kentucky
Is at about 75 percent of the cost of fam |y coverage.

That seens sonehow di sproportionate in ternms of our
ability to, in fact, be conpetitive in recruiting on a
nati onal basis, as well as to retain faculty here.

| know personally. | canme from
Tennessee 15 years ago. | thought | had an increase in
salary but | really didn't because | had to pick up the
cost of famly coverage which | did not have to pick up
at Tennessee. They paid 80 percent. That's true of
many people that we try to recruit here at the
Uni versity of Kentucky.
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Second reconmendation: The University
shoul d set a goal of funding 90 percent of individual,
coupl e, enpl oyee-child, and fam |y coverage under a
designated health plan within five years. Cbviously,
we cannot achieve all that next year. |In fact, we're
deficient about $12 million even if the University is
able to fund the 9.6 mllion that we have reconmended
in this particular proposal. So that there's still a
ways to go. We do not think that should happen all at
one tine. (Obviously, it has to be over a period of
time during a period when health insurance or cost of
health care is going up by 15 to 20 percent per year
We're back to excessive inflation in terns of health
care cost but we do think the University still needs to
cat ch up.

In addition to the normal funding for
heal th benefits, we're recommendi ng one percentage
poi nt of funds available for raises should be devoted
to achieving this goal of 90 percent funding. There is
not anot her source of noney. The Conmittee di scussed
this at length. The idea that we're going to find
sonepl ace el se to get 12 point-sonme-odd-mllion of
recurring dollars is just not realistic.

Therefore, the Commttee felt that this
was i nportant enough in ternms of our conpetitive
position that all we could do was to recommend that at
| east a portion -- and we reconmended one percent per
year -- of any salary increase that m ght be avail abl e,
be devoted to achieving this goal of a 90 percent
funding of these tiers of insurance for couples, for
enpl oyee and children, and for famlies. But under no
circunstance should the enpl oyee-only funding fal
bel ow 90 percent.

In other words, this really -- | guess
if we put these in proper order, we're really saying
this is AL and Ais B; that the first thing is that we
shoul d not fall bel ow our current |evel of about 90
percent funding of individual coverage.

After FY 2003, achievenent of the 90
percent goal will require University contribution to
the cost of dependent coverage that is higher than the
contribution for enployee-only coverage. Wat this
means is -- and | guess we want to be very clear to the
entire University community -- it neans that famlies,
enpl oyees with dependents, would receive nore insurance
prem um t han individuals on their own.

So that, in fact, what we're
recomrending is a reallocation of resources to make us
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conpetitive in terns of being able to cover famlies
and to, in fact, match where we are relative to our
benchmarks. Now, | guess we need to al so nake it clear
that sonme of our benchmarks are at 100 percent of cost;
there is no cost to the enpl oyee. W are not
recomrendi ng that. But that is the case

The Uni versity shoul d nonitor benchmark
health benefits to maintain parity during and after
achi evenent of the 90 percent goal. The point is that
in the Wall Street Journal this norning there was an
article tal king about enpl oyees are going to have to
shoul der a greater burden in ternms of health care cost
in the future. [If our benchmarks, in fact, change
their level of funding, then we believe, as a Benefits
Comm ttee, that the University should, in fact,
consider that in terns of what |evel of funding they
choose to apply to the health benefits.

And this is the Rationale. You have
that in front of you you can read. How did the
Comm ttee get there? | think |I've probably covered
t hat al ong the way.

M5. COSTICH  Actually, you
m ght want to tal k about the second--

MR SAMJEL: Here?

M5. COSTICH:  Yes.

MR. SAMJEL: | nadequate
fundi ng has al so caused many enpl oyees to drop coverage
of their dependents meking the remai ning group ol der
and less healthy. This is a key factor when we want to
know where are we in terns of the |level of funding,
what's the effect of the |evel of funding.

One effect is that we have |ots of
i ndividuals that are insured at the University that may
have dependents at honme w t hout insurance. You could
say, well, that's certainly their choice. But if it's
their choi ce because they do not have the wherew tha
to cover those dependents that's a problem given the
systemin the United States that the enployer, in fact,
will provide -- at |east nmake avail able health
i nsurance so that the enployee can purchase that.

Well, one of the things that happens is,
many heal thy individuals are not choosing to be
insured. In fact, we could probably speculate with
sonme certainty that if you had a dependent, even if you
were in a difficult financial position that you knew
was going to require health care coverage during the
com ng year, you probably would buy the insurance. You
probably would find a way to fund that.
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On the other hand, if you specul ated
that, well, ny children have not needed coverage or not
needed excessive care over the last few years that |
coul d not cover out of pocket, you m ght choose to
forego health insurance. That neans we have many
heal t hy peopl e that have been excluded fromthe program
or at least they're not participating in the program

That nmeans many of us -- Mst of you are not as old as
| am But sone of us that are old are consum ng a | ot
nore health care than we did when we were younger. If
we all get to be old in the program we'll find out

just how expensive health care can be. So this is an
attenpt to also increase the |level of participation by
heal t hy i ndi vi dual s.

Third reconmmendati on. The University
shoul d offer a | ower benefit option at an enpl oyee
premumrate at |east 20 percent |ower than UKHMO - -
this is in 2002-2003 -- to provide nore affordable
dependent coverage before the 90 percent contribution
| evel is achieved. You start by the end of the
sentence. W do not propose this | ow option should
continue after 90 percent funding is achi eved because
it wll be a lesser benefit. W also want to nake that
clear. It's not like we could get the sane |evel of
benefit for |ess noney. Hopefully, if we could do
that, the University would al ready we doi ng so.

What it nmeans is that this would provide
a way for people that have dependents that need health
i nsurance that currently do not have it avail able, that
this would provide thema better way, a | ess-expensive
way to have that coverage.

If we could go through sonme of the
points on this.

We have set out, against the better
advi ce of sonme of the actuaries, some of the
considerations that the Commttee would |ike to have
considered in producing this particular product. |

guess the Commttee has no illusions that this is going
to be easy, nor do we even think -- do we even
guarantee -- or would actuaries guarantee to us,

rather, that they could structure such a product. W
hope they can. W think it's inportant that they do
so. But there will be limtations in this plan.

W felt, as a Cormittee, there were
certain things we considered along the way that should
be considered by the University and by those that
provi de the product in structuring that benefit. And
t hese are sone of those.
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Certainly, you could have nore stringent
managed care strategy such as the gatekeeper and nmake
it a very strict gatekeeper in terns of access to care.

It doesn't nean you don't have it but you' ve got to go
through the right steps to get there.

Al'l ow out-of -network utilization at high
out - of - pocket cost as much as 50 percent copay if you
want to go outside the network.

| npose annual or lifetinme benefit
[imts. Possibly exclude sone benefits that are now
covered such as transplant or other coverage if that's
appropriate, considered appropriate by the actuaries
and by the University. Limt the inpact on cost of
care for children. W felt that we wanted -- One of
our purposes here is to have nore dependents included
in the plan. Therefore, there should be | ess inpact on
children than what there m ght be on adults.

| npose copay for adult outpatient except
for annual preventative services, again trying to find
a way to make the plan as acceptable as possible in
terms of trying to inprove health. This offering would
di sappear once the 90 percent goal had been achi eved.
We do not recommend, as a Committee, that the
Uni versity should continue a | ow option beyond the
point that the 90 percent goal is achieved.

Recommendation 4. Identify alternative
benefit designs that better neet the needs of the
Medi care-eligible retirees.

Last year, as those of us in this room
t hat consune pharnmaceutical s know, the copay for
phar maceutical s increased relatively dramatically. For
Medi care-eligible retirees, that was the primary
benefit that they received because Medi care covers nost
of the cost of services, not all, but nost of the
costs. And | think it's sonewhere around 60 to 65
percent of the use of this plan by Medicare-eligible
retirees was for consunption of pharmaceuticals. That
was a disproportionate increase in cost to them beyond
what it was to the rest of us, because we consune all
our health care under the plan, whereas retirees
primarily consunme pharnmaceuticals.

We feel that designing a plan that would
fit the needs of the Medicare-retiree population is
nore appropriate than to include them necessarily in
the plan that is utilized by the renmai nder of the
Uni versity popul ation. The key, though, would be to
continue the policy of a contribution for retirees at
the | evel of an enpl oyee-only coverage in the
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"standard" plan of the University, that is, currently
the UKHMO. So they would not receive a reduction in
funding. They just sinply -- W would arrange that
benefit package in a different fashion.

Expl ore ways to |lower retirees' exposure
to high cost out-of-pocket. Prescription drugs would
be the key issue. But also retain protection against
catastrophic financial |oss. Retain coverage for
medi cal | y necessary and preventive services. Explore
effect of actuarial rating Medicare-eligible retirees
separately from active enpl oyees. And then support
appointnment of a retiree to the University's Enpl oyee
Benefits Commttee.

And the | ast recommendation is: Support
survi ving spouse coverage at the sane percentage rate
as famly coverage for an active enployee. Currently,
while the retiree and spouse are both alive, the
retiree has his or her prem umpaid by the University.

And they al so pay, then, out of their own pocket the
cost of the spouse.

Qur recomendation would be at the tine
that the surviving spouse is left w thout the
University enployee retiree that we decide, as the
University conmmunity, to fund 90 percent of that
premum Now, prior to that, there would have been no
funding for this premium And the rationale for that
is that at the very time that many surviving spouses
are at |east capable to pay for health insurance,
they're being required to use a |arger portion of their
total avail able resources to consune health care. And
we had several instances of this where people wote us
letters fromthe retiree conmmunity.

The retiree benefits survey that we did
indicated that this was a severe problemfor surviving
spouses. We feel this is a very |lowcost option. It's
a group that is not likely to grow significantly beyond
what the retiree group would be. And, yet, it's a
significant benefit to those that need it. Surviving
spouses are often, as | said, |east capable of dealing
with the increased cost.

5. Correction of UKPPO plan design
Now, I"mnot -- 1'Il be glad to go through each one of
these individually, in case sone of you have questions.

There are several of these that the Conmttee felt
were inappropriate in that we had a nunber of people
that raised the concerns along the way. W don't know
the actuarial inplications, the cost of each one of
these, of trying to "correct” these. Sone of them had
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to do with our concern that enployees didn't really
know or weren't fully informed, at least, prior to

signing up for the coverage that these Iimtations

woul d exi st or these conditions would exist.

Let me just go through a couple of them

And, like | said, we'll be glad to respond to any

i ndi vi dual ones. 100 percent coverage for screening
mamogr ans after a $20 copay. Again, that is a
coverage under UKHMO and it makes sense to us that that
woul d be the case here.

Coverage of |aboratory services with an
outpatient visit at sanme | evel whether the service is
performed by a | aboratory classified hospital -based or
outpatient. Currently, the benefits are considerably
different if you go to a physician that happens to use
a hospital -based | aboratory than if you go to a
physi ci an that uses an outpatient-based | aboratory.
Now, we're not sure why that's true. But, in fact,
that's the way the plan works now.

So if you, as an individual, and have
UKPPO, not HMO but UKPPO, and you go to the Kentucky
Clinic, you in fact will have your |aboratory services
provi ded by a hospital -based | aboratory. That means
your paynment will have to be higher than if you went
somewhere el se where your physician, in fact, received
t hose services for you froman outpatient pharmacy. It
just seens to be without rationale but, in fact, there
it is. W're told that there's a significant cost to
this particular benefit, to changing it. But we did
make the recommendation it should be considered by the
Adm ni stration

CHA Health network (this is for the
Regi onal Service Areas outside of Lexington), for
Humana network (for UKPPO) shoul d be encouraged to
expand to new counties and add to the network in
counties already serviced by that so that as many maj or
hospital s as possible are included.

Many hospitals choose not to be part of
a PPO or part of an HMO, particularly outside of the
Lexi ngton Service Area, particularly outside of
Lexi ngton, Louisville and Northern Kentucky, | guess.
So that sone enployees sinply by the fact of where they
happen to live end up having to choose hospitals that
are different fromtheir local comunity. O if they
choose to stay in their own community, they nmay have to
pay a higher cost. W are recommendi ng that CHA and
Humana nmake every effort to try to include these
hospitals in their network. At the sane tinme, we
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recogni ze how difficult that may be.

Specific standards should be set for
net wor k adequacy and it shoul d be assessed carefully.
We feel the University should establish these
standards, that there should be regular reporting to
t he Enpl oyee Benefits Commttee and to the University
community, in general. How well are we doing in terns
of achieving this standard that we want to have in
terns of availability of the network so that you have
access to care?

Preferred participation pharnacies
i ssues need to provide other enployees wth equal
prescription drug benefits. If you go to Eastern
Kentucky there's not a Kroger on every corner, which
those of us who live in the Lexington area are used to.

Every Kroger pharmacy is a participating pharnmacy.

Consequently, we do not have to pay the $5 additional
copay with each pharmaceutical -- each prescription
that we have filled.

On the other hand, if you live in nore
rural areas, your |ocal pharmacy may be a Wal green or a
| ocal | y-owned pharnmacy. Consequently, you're going to
pay a hi gher copay for your pharmaceuticals sinply
because of where you live. And we feel that every
effort should be made to expand the range of pharnacies
that participate in the plan.

Recommendation: Settle UKHMO issues
There were a nunber of issues with respect to UKHMO
none of which, in the opinion of the Conmttee, cane
down to a severe concern about price. |In fact, if we
| ook at the price of UKHMO and conpare it to national
standards or state standards, we find that it's a very
conpetitive product.

We al so know that for a price you could
get concierge-type service, health care service. As a
matter of fact, it's offered by a nunber of insurers
for an extra $150 a nonth on your insurance prem um
You, in fact, can get inmedi ate access at any tine you
want to any service you want. Mst of us are probably
not ready to pay an additional $150 a nonth.

On the other hand, what is the standard?
Wi ch services should be provided by the UKHMOD? W
feel that those standards need to be set and
articulated in such a way that they could be neasured
and people could report on a regular basis as to how
effectively those standards are being net.

In fairness to the UKHMO, they cane
before the Committee three tines, | believe, and each
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time pointed out that they were actively recruiting
physi cians; that it's not as though there's a supply of
physi ci ans out there they refuse to enploy. It's
difficult. It's hard work.

The point is: Wat is the deficiency?
And we can't really neasure that now because the
standard wasn't established previously. Wat we're
saying is, let's set the standard. Let's have that
measured on an ongoing basis. And then let's have that
reported back not only to the Enpl oyee Benefits
Community or a Commttee but also to the University
community in general

Monitor primary care and specialty
clinics for tineliness of patient care, both tine to
get an appointnent and waiting roomtinme. Report
probl enms and correction plans quarterly to the Enpl oyee
Benefits Conmttee. This gets down to the -- Each one
of these, they may be on different subjects but the
primary issue here was |et the University conmunity
know how wel |l you're doing in ternms of achieving the
goal, the standard that was established when the plan
was initially set up

Annual quality of care self-assessnent
utilizing NCQA standards, HEDI S standards of: Wat is
the quality of care that's being provided? Currently,
UKHMO is not eligible to apply for accreditation. But
we woul d suggest that they should, in fact, pursue
standards that are equivalent to accredited HM3s in the
nati on.

Per f orm annual UKHMO nenbership
satisfaction surveys by the Benefits O fice and then
reporting that to the Benefits Commttee. UKHMO should
assure that all departnments conmunicate primary care
physi ci ans- -

M5. COSTICH  \Who are | eaving.

MR. SAMJEL: --yes -- to their
patients in a tinely manner.

What was it?

M5. COSTICH  The departure.
There should probably be a "the" between "comruni cate"
and "departure.”

MR. SAMJEL: Ckay. At any
rate, the point is to keep everybody inforned, where
are we in terns of primary and specialty care.

Now, those are the Core Reconmendati ons.

Now, |let nme go through sonme Additional Recommendati ons
that the Commttee made that are not Core. They're
still inportant to the Commttee but they' re not what
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we consider critical and upfront and the kinds of
things that we need to pursue directly.

O f-canmpus enpl oyees. Enpl oyees who do
not have UKHMO as an option where they work or |ive pay
nore of their health care benefits in both prem uns and
out - of - pocket. We have enpl oyees, the University has
enpl oyees in each and every county of the State. So we
have enpl oyees, sonetines only seven, eight, nine
enpl oyees. But the point is, we have a statew de
responsibility in terns of the kind of care that we
need to be providing them

Enpl oyees outsi de the UKHMO Lexi ngton
Service Area should be allowed to enroll in UKHMO
Regi onal Areas or UKPPO if it is offered in the county
where they work. Currently, they're only eligible to
take that coverage in a county where they live. Well,
let's say you live in Indiana and work in Jefferson
County. That neans you have no choice in terns of
taking a plan. And, yet, you may consune all your
health care in Louisville. Al we're saying is, let it
be a choice. And this is a choice that's already
avai lable, | believe, to State enployees. This is not
sonmething that's radical. Allow the enployee a choice
of either taking the coverage where they |live or where
t hey worKk.

Until UKHMO is avail abl e statew de,
consi der increasing the University contribution to
their coverage so enpl oyees share the premumfor the
| east expensive options, that is, not have enpl oyees
because they happen to live in a county where the
hospital will not participate in nmanaged care pl an,
where in fact the physicians may choose not to
participate. Let's see if we could find a way to
assi st those enpl oyees so that their out-of-pocket
expense is not disproportionate to those of us who live
in Lexington or Louisville or Northern Kentucky.

9. To address the wi despread call for
an increased enpl oyee choice and access to additional
heal th care providers, the University should explore
the option of offering a high option plan wth a nore
conpr ehensi ve statew de network than is currently
avai | abl e.

Certainly, this is sonething that high-

i ncome enpl oyees m ght choose, as well, in that -- All
of us know that, in fact, file long-formtaxes, that if
we pay our health insurance cost for prem uns, those
are 100 percent -- escape 100 percent tax, whereas, if
we do it out of pocket through a copay, then we have to
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accunul ate those expenses to equal sonething |ike seven
percent of our gross incone. And that's very difficult
to do unless you have sone kind of catastrophic event.
This would permt high-incone individuals to, in fact,
tax shelter nost if not all of their health care
expenses. It also would offer an option to peopl e that
m ght want a richer benefit in terns of their

i nsur ance.

10. Pl an design suggestions:
Restructure prescription drug benefit design with the
following goals. Certainly you cannot deny when we're
| ooking at 19 to 20 to 25 increases in prescription
drug cost each year, we're going to have to do
sonmething to try to control that cost if, in fact, al
of us are going to be able to afford health care
t hrough the University system But are there other
cost contai nment nmeasures other than increasing the
copay at the tinme that you pick up the prescription
t hat woul d acconplish this?

For exanple, this norning reported in
the Lexington Heral d-Leader, as well as throughout the
country, chol esterol drugs are having | ess effect than
what you woul d expect. Wy is that? Because of the
price of drugs. A lot of people are either not buying
the drug or they're splitting the tablet and taking
hal f of the prescription, what's prescribed, half of
t he prescribed anmount, and they're not getting the ful
effect of the cholesterol-lowering effect of the drugs.

That's true not just for cholesterol but for a whole
| ot of drugs. So sonebody has | ess capability through
copay.

Let's see if we can't find another way
to bring about cost containnment. | don't know what
t hose are but there are other people that get paid big
bucks out there that might be able to find a way to do
t hat .

Copaynent schedul es that nore accurately
refl ect the cost and benefits of specific drugs.
There's also a problemthat some drugs are not included
on the formulary. | use nyself where they may be
i ncluded but at a higher copay. Last year | took
Caritin and ny copay was $20. This year it went to 40
and | decided | didn't need Caritin anynore. And
that's a designer product. | nean, it's, you know --
So | have to take Sudafed nore often. |It's not exactly
t he worst thing.

But it's a not a chol esterol-lowering
drug. It's not ny blood pressure drug. [It's not al
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t hose other things that old people -- you know, ny
drops for ny eyes to nmake sure that | don't get

gl aucoma, et cetera, those things that you have to
have. But for sonme people they're not using those
medi cations either. That is a problem because the
beneficial effect of the nedication is not reaching
t hose peopl e.

UKHMO primary care physician office
visit copaynent for adult visit other than annual
preventive care visit. Currently for UKHVO
participants, specialty care nowis at $10 copay. Qur
recommendati on woul d be that there'd be a copay al so
for primary care physicians as a way to recogni ze the
use of the service, as well as to assist in paying for
t he cost of the service.

Cover treatnent nedication for children
di agnosed with attention deficit disorders. This was a
significant event for many children that suddenly we
were not paying for the cost of the Ritalin and other
nmedi cation used to control hyperactivity.

Reconmmendation 11: The University
shoul d provide financial support for the College of
Phar macy proposal -- which is on our website and |
bel i eve we have handed out here; is that correct--

M5. COSTICH It should be
part of the handout.

MR SAMJEL: --as a rate
proportion to UKHMO s utilization of Kentucky Cinic
pharmacy services. W were very inpressed wth the
reports fromthe College of Pharmacy as a way to
control the cost of drugs and to give options to
enpl oyees. W believe that the University should step
forward and find a way for this to be funded. Qur
recommendati on could only go to the extent that there's
prem uns that are being paid. So we did not say that
t he UKHMO ought to pick up 100 percent of the cost when
the benefit in fact goes, | believe, 85 percent -- 80
or 85 percent to other plans, other prescription
utilizers in the Kentucky Cinic other than UKHMO

Reconmendati on 12. The University
shoul d support the proposal of the Wellness Program --
and it's also attached -- in the areas of preventive
service analysis, wellness initiatives and inproved
menber educati on.

| enphasi ze "inproved nenber education.”

There are a nunber of reports that would indicate only
about 50 percent of Americans are nedically literate,
that is, able to participate fully wth their physician
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intheir own treatnent. W feel that, as a University,
we have an obligation to nmake sure that the
participants in our plans, in fact, are nmedically
literate and able to participate with the physician in
their care. W feel that would have a very benefici al
effect not only in terms of medical outcone but also in
terms of controlling cost.

Healthy lifestyles, obviously, are
important. Everybody ought to be running all the tine
and doing all those good things and we shoul dn't be
eating icecream et cetera. W all knowthat. And to
the extent that David can get us to do it, it's great.

He's going to have trouble with some of us getting 100
percent participation.

The task force supports appoi ntnment of a
Wel I ness Director ex officio to the Enpl oyee Benefits
Commttee. W feel the Enployee Benefits Comm ttee,
while it, in fact, addresses all benefits, as Jack
Supl ey [phonetic] as Chairman knows, | can say as
sonmebody who has sat on the Benefits Conmttee, a whole
ot of tinme is taken up with health insurance. O her
things seemto have a way of taking care of thensel ves.

We feel that it's inportant that the Wellness Program
be represented on the Benefits Comm ttee.

13. Custonmer service and nanagenent
capacity shoul d be enhanced.

This is primarily for the University
Benefits O fice. For years we feel it has been
underfunded. Those of you in this room nost of you
are probably aware, we have what's called a self-funded
plan, that is, the University puts up the noney. If it
costs nore, the University has to put up nore noney.

If it costs less, the University gets to keep the
savi ngs.

There have been three instances in the
past few years where the University had to put up
additional noney. W feel that if the Benefits Ofice
was better funded, it could nore actively participate
in the process of designing plans and nonitoring the

activities throughout the year so that all of us in
this roomwuld get a better benefit than what we have
now.

Proactive nonitoring of UKHVO service
capacity. Again, Enployee Benefits Committee
nmonitoring that, doing surveys and reporting to the
Enpl oyee Benefits Commttee, as well as to the
University Conmttee as a whole -- conmunity as a
whol e.
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Better custoner information about how to
contract health plans.

Consi stency, tineliness, and accuracy of
response to nenber inquiries. That was a frequent
problemthat the Benefits Ofice did not respond either
consistently, accurately or in atinely fashion. And
some of that has to do -- Mdst of that has to do with
the | evel of staff.

Conmpl ete and up-to-date website
materials. For exanple, | went into the website at one
poi nt and much to the chagrin of T. Lynn WIIlianmson al
| could find was | ast year's rates when | wanted this
year's rates. Now, it had to do with sone perverted

way that | got there. Nobody can still quite
understand how | did that. But they admtted once they
did it, they also got the wong rates. |If you went the

right way, it was correct. But, anyway, nost of ny
life has been perverted. So we're fine.
(Crowd | aughs)

MR. SAMJEL: Everybody
expected that to happen. Now, what can | say.

Tinmely and accurate plan docunentati on,
identification cards, other personal materials. Mre
conprehensive information for new retirees. Better
enpl oyee orientation. Enployee orientation is one of
those things that, having been a part of that at one
time inny life at the University of Kentucky, we can
put everything in enployee orientation to the point
that we put nothing in enployee orientation. And we
may al ready be there. Exactly howto do this, |'m not
sure. The Conmittee was not sure.

But | think that we feel it is extrenely
i nportant that people have better information about
what is it their benefits really are. Mst of us in
this roomknow that we only really care at the point we
consune care. So the point is howto get us to know
that before we actually show up to consune the health
servi ces.

Eligibility. The University should
al | ow sane-sex donestic partners to be covered under
University health benefits plan if they neet criteria
simlar to those used by other universities for such
coverage. This is -- W feel this is inmportant in
terms of Top-20 status. Qur benchmark institutions, in
fact, have sane-sex donestic partner coverage. And,
yet, the University has been through a very grueling
process in order to finally have that approved, as have
other universities. But we feel this is inportant,
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sonet hing that needs to be included in ternms of our
reconmendati on.

Then after 90 percent contribution |evel
is achieved, it's our recommendation that part-tine
enpl oyees with 20 or nore hours have a proportional
prem um paid for health insurance coverage. The
Comm ttee did discuss this at sonme length. Qur concern
here is that the University could very easily becone a
pl ace where people that really need health insurance
decide they want to work 20 hours. And that could give
us an adverse selection in terns of the particular
peopl e that woul d choose to participate in the plan.

But that's sonething for the actuaries
and the University adm nistration to consider. W do
feel it's sonething that's appropriate. W know there
are many deserving people that currently do not
participate in the plan sinply because they don't work
t he requi site nunber of hours.

And that is our recommendation. And
we're open to any questions, any comments.

MR. FORTUNE: Ckay. Hans
Gesund?

MR. CESUND: There's one thing
you |left out in the cost containment. A lot of us or
some of us could be covered through other plans.
There's nothing in here to encourage people to get out
of the U K plan if they can be covered el sewhere.

And, in fact, you are going to -- By paying for
dependent coverage and so on, you're going to encourage
nor e people who could be covered by other plans, by

ot her enpl oyers, to enter this plan, thereby raising
the cost of this plan.

It seens to me one thing you could do
is, if soneone does not wish to have dependents or even
t hensel ves covered under UK's plan, there should be
sonme benefit given to them A negative prem um shal
we say.

MR. SAMUEL: W did discuss
that. That is a -- That's a legitimate i ssue that we
explored in length. The problemw || be far |ess once
you get the 90 percent premiumin that everybody, |
assunme, will be participating. At that point if you
said to sonebody, you could take that maybe 50 percent
and go sonewhere else, that would be possible. | think
the concern right now is the adequacy of coverage is so
| ow at the University that we have to address that
first before we try to consider the proposal that
you' re maki ng.
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MR. FORTUNE: Kaveh Tagavi .

MR. TAGAVI: You did a very
good job identifying all the groups who were
di sproportionately affected during the |ast year. But
| didn't see those people who get allergy shots which
was free under UKHMO, all of us that take, $5 per shot.
And those of us who take shots, some of us have to
take it once a week and if you have two kids who al so
have allergy, this could amount to a | ot of noney.

But ny other comment is -- and after
that you can answer -- is anytinme a major
recomendation is mxed with, let's say, another nine
m nor recommendations, I'mafraid that the University
woul d conme back and say, "All right. W accepted 90
percent of your recommendations.” To nme, it seens the
bottomline is the percentage of the plan which is
covered by the University.

And | think it would be nice if your
report would delineate that one recomendation from
every other 99 recommendati ons. Because sonme of them
are -- One part of the piece of pizza goes to this
group, one part to the other group, although the total
size is the same. So ny recommendation is to make that
one issue very separate. And if you could cone back
after the University decides what is the confusion and
conmuni cate that to the University Faculty, maybe by e-
mai |, that the University did accept or did not accept
our recomendation, or increasing the recommendati on.
Just tell us how nuch they increased.

MR. SAMUEL: | think we al
know what the University does and does not accept i
t he budget process. But we certainly will do that.

Let me coment on both. First of all,
the idea of additional cost that is being i nposed on
the individual at the point of a copay, we did try to
address that to sone extent in terns of the high
option. W recognize that -- the cost of health care
going up at 15 or 20 percent. In fact, some of our
fell ow universities went up at the rate of 45 percent
this year. There are going to be things inposed that
are going to be less benefit this year than next. |
mean, that's the reality of the world we live in. So
what we did to try to counter that was say, let's get a
hi gh opti on.

I
n

Now, the cost of that is going to depend
on -- If all people that need nore services opt for
that plan and those that need | ess don't, guess what?
You're going to pay for it one place rather than
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another. But nmy point earlier: |If you, in fact,

item ze your deduction, you'll suddenly say, ah-hah,

t he governnent's paying for part of this now, because
in fact | get that as a pre-tax benefit rather than
having to wait until |'ve got enough to have seven
percent of ny salary or whatever it is, for the health
benefit.

MR, FORTUNE: | know -- O
course, | know Hans and Kaveh, so | call them by nane
but if those others of you who have questions would
gi ve your nane, please. Yes, sir?

MR. SEIBLE: M ke Sei bl e,
Col | ege of Medicine. | have a couple of questions.
Nunber one: What percentage of the cost of health care
is consuned by retirees? |s a big percentage, a snal
per cent age?

And, nunber two--

MR. SAMJEL: How do you nean
that, M ke? Explain.

MR. SEIBLE: In ternms of the
dol | ar cost.

MR. SAMUEL: In other words,

t he dollar prem umversus the dollar cost?

MR. SEIBLE: The dollar cost.

MR. SAMJEL: | don't think we
know t hat exactly because they're not a separate risk
we' ve done currently. So they're not really accounted
that way. However, | think the general feeling is --
and it's probably fromour actuaries -- that it's about
a breakeven, that the anmount of premumthey pay in is
about what they take out. And about 60 to 65 percent
of that is prescription drugs, as | said.

MR. SEIBLE: And then the

ot her question | have is: In terns of the -- | don't
know who the benchmarks are. But in terns of the
benchmar ks, nunber one, are their benefits -- W've

tal ked about their cost and the percentage that they
contribute but are their benefits the same as our
benefits? Are they greater? Are they less? And if
these are state institutions, is the state contribution
to health care for the universities, our benchmark
uni versities, greater, less than or the sane as ours?
MR, SAMJUEL: I'Il call on Ms.

Costich to respond to all that because she's our
benchmar k expert.

Before you start, Julia, let ne just say
that -- and certainly she knows nuch nore than | --
when you start tal king about the | evel of benefits, one

ASSOCIATED REPORTING SERVICES, INC.
(859) 2339272 (800) 882-3197

M



O©CoO~NOULWNPE

University Senate Council Session - November 12, 2001

to another, that's very difficult, as you know, M ke,
to really know what that is. It's also difficult in
terms of what percentage of the budget is being

provi ded by the state.

Let nme just give you an exanple. At the
Uni versity of Kentucky we have -- In fact, about 50-
sonme percent of the premumfor health insurance at the
University is paid for by general funds, net general
funds, appropriated by the Legislature. 1In the Mdical
Center, for exanple, that's only 15 percent by general
funds. 85 percent cones fromthe hospital fees, cones
from KVMSF fees, conmes fromgrants and contracts and et
cetera. So only 15 percent of the cost of insurance is
pai d by general fund. Does that mean the Legislature
IS supported |l ess in Kentucky than sonewhere el se?

Sonme of that has to do with where we decided to
all ocate resources to begin with, that we have | ess.
So | think it's very hard to answer that question.

Julia?

M5. COSTICH  Ckay.

MR. SAMJEL: But she does know
much nore than | do.

M5. COSTICH On the
benchmarks. As sone of you are aware, the benchmarks
were chosen quite anmbitiously. They include the --
let's see -- University of Texas, Texas A&GM Chio
State, Penn State, Purdue, University of Virginia,
University of California at Los Angeles, University of
Florida, University of Arizona, University of Georgia,
Uni versity of M chigan, University of M nnesota,

Uni versity of Washington, University of W sconsin.
Have | left anybody out?

MR. SAMJEL: You shoul d get
appl ause for that.

M5. COSTICH  Anybody?

MR. SAMJEL: It's on the
websi te.

M5. COSTICH It's on the
website. It's easy to see.

VWhat | did, and the -- Dr. Seible, this
is on the Health Benefits Task Force website with ny
name on it, actually. The day | gave the presentation,
| went through and found the plan that | ooked nost |ike
UKHMO for each of these institutions.

Now, in the case of the two I left out,
Uni versity of North Carolina and NC State, they don't
have any HMOs. They participate in the State Enpl oyee
Benefits System which had this giant catastrophic
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bl ow-up |l ast year and lost all its HMOs. So there's a
ot of, as you might inmagine, instability with their
health benefits right now. And so they are not part of
t hat particul ar anal ysis.

There's a separate one for PPO benefits
at alot of the institutions. But | did try to nmake
the benefit analysis as uniformas it possibly could
be. And, also -- And the other criteria was that the
plan had to be offered in the place where the
University's main canpus was, just for commonality. So
many of our benchmarks participate in state enpl oyee
benefit systenms. And that's the other part of the
answer to your question.

El even of the 19 benchmarks are just
paid in state enpl oyee benefit systenms. And three
ot hers, Ceorgia, Texas and UCLA, are a part of a very
| arge nmulti-canpus systens. So that all of the
universities of California are part of the sanme health
benefit system You can just inmagine how many hundreds
of thousands of |ives these cover and, |ikewi se, with
the University of Texas and University of Ceorgia.

So it's very difficult to conpare across
these, all these different systens, and the answer to
the state contribution to the enpl oyee prem umfromthe
uni versities' perspective. Obviously, if it's part of
t he whol e state enpl oyee benefit system it's going to
be uni form across all state enpl oyees.

The other inportant distinction to keep
inmndis that the mgjority of our benchmarks are
heavily unionized and often are in states where
collective bargaining is the rule for state enpl oyees,
as well. So this has a very distinct effect on
enpl oyee benefits and what changes fromyear to year
and what doesn't. This is where you particularly find
t he huge subsidy of the dependent coverages in these
heavi |l y-col | ecti vel y-bargai ned sectors.

Al so, what nekes it even nore m nd-
boggling is that there are often different kinds of
benefits for different parts of the university system

For exanple, the Medical Center has a different
benefit system fromthe people on the main canpus.
Oten, sone of the different collective bargaining
units will be alittle bit different. The University
of Illinois has 24 different collective bargaining
units, if you can imagine. So there are sone bl essings
we m ght want to count here.

MR. FORTUNE: |f anybody wants
to define conparable, we'll gladly take the question.
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Yes, sir?
MR. DARAJVLIN. | would |ike
to address your Recommendation #9. M nane is Govin
Darajvin. |I'msorry. One is, ordinarily, there is a

di fference between specialist and primary care doctor.

Many tines we see a primary care doctor if a cold
(unintelligible) all that kind of (unintelligible) of
sonmething. Sonetinmes | end up seeing only physician's
assistant, for exanple, on a walk-in clinic. And
doctor usually I've see only (intelligible). 1've not
seen nmy primary doctor for the last 12 nonths, for
exanple. | see only interns.

And so when they put the $10 copaynent
for the specialist, | thought that was to see the
specialist or doctor. That's the rationale | thought.

But now, instead of taking away the $10, now he want
to add $10 to the primary care physician. This is, to
me, an issue to be concerned wth.

MR. SAMUEL: Well, let nme just
say that a part of our consideration of this particul ar
i ssue, nunber one, we were told there are a nunber of
cancel lations -- well, no, no, not cancellations but
peopl e just don't show for their primary care
appointnment. W assune that if sonebody was required
to pay whether they showed up or not -- In other
words, if there's a fee attached to that and if your
nane's on that appointnent and you don't properly

cancel and you need to show up that day, a bill is sent
whet her you were there or not, then we m ght discourage
peopl e actually not showi ng up for appointnents. It is

a way of, in fact, regulating the utilization of
servi ces.

And al so, and quite -- just, in al
honestly, we felt we could nmake that a relatively | ow
copay, not necessarily 10 but maybe 10 and, in fact,
contribute additional funding to the plan and prevent
some ot her even nore adverse increase in cost to try
to, in fact, fund the entire plan. These things are
not free. W all knowthat. It's a matter of trade-
of f.

| think the thing that the Commttee
becanme concerned about was the trade-off being to
hi gher copays at the tinme you purchase pharnaceutical s;
that that is -- that we may be reaching a | evel where
we' re actually di scouragi ng people fromconsum ng the
nost beneficial nedical treatnent available to them
that is, the consunption of pharnmaceuticals. And,
therefore, we were |ooking for a way to try to conme up
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wi th additional funding, in addition to regulating no-
shows and cancel | ati ons.

MR. FORTUNE: Yes, sir?

MR. STEINER. Shelly Steiner,
Bi ol ogy.

One question. You said you considered
dental nmethods in this process.

MR. FORTUNE: D d we consider
dental ?

MR. SAMJEL: No, not much. 1In
fact, we had a couple letters on dental benefits. But
currently dental benefits at the University are
basically a plan that people purchase on out of their
own pocket in ternms of premuns. And, therefore, we
did not focus on dental benefits. That is correct. W
focused primarily on those benefits that currently the
Uni versity participates in the cost of.

MR. STEI NER.  Anot her question
not linked to that but is there a possibility of having
an onbuds-sonet hing person to people. There are issues
that conme up and it's catharsis, if nothing el se, but
in sone cases and, for instance, a drug is changed.
They don't recogni ze a drug sonebody's been taking for
20 years, even though it's generic. People want to
understand why and to have an outlet and then to
accunul ate information. People would tend to contact
an onmbudsperson or people to express that. And you can
get kind of -- There's sone way to vent your
di spl easure with sonmething that's happening in the
system either waiting too | ong or whatever, whatever
t he cases are.

MR, SAMUEL: Well, we really,
| think, through the Benefits Ofice, and particularly
t hrough the Enpl oyee Benefits Commttee, saw that as
the way of having -- W didn't think of it, | don't
believe, as a direct individual -- You could conplain
to the Benefits Ofice and sonet hing woul d happen. W
didn't think of it in the terns of an onbuds. And
maybe we shoul d consi der that.

Certainly, if you'll give that to us,
the Conmttee wll take that back in our deliberations
next Wednesday and see if we should add sonething to
that effect. But | think we were considering that
basic thrust in ternms of the Benefits O fice having
nore fundi ng.

O her questions? Yes, sir, in the back.

MR. LABUNSKI: |1'm Ri chard
Labunski fromthe Coll ege of Comrunications and
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| nf or mati onal St udi es.

D d anybody during your many, many
publ i ¢ hearings suggest that enployees who snoke ought
to pay higher premuns than those who don't? And if
the Conmttee did not consider that, why did the
Conmi ttee not consider that?

MR. SAMJEL: | don't think
anybody. . .

M5. COSTICH  There is the
answer .

MR. SAMJEL: Yeah, | know.

But we didn't have that direct reconmendation to begin
with; right? Yeah, sure.

MR. FORTUNE: The reason that
we didn't consider it is, that we cannot consider it
under state law. The Legislature in its w sdom has
defined snokers as a protected class and we cannot
di scri m nate agai nst snokers anynore than we can
di scrimnate on the base of race, gender or religious
preference or anything el se.

MR. LABUNSKI: Well, how can
our insurance conpanies, for exanple, have | ower rates
for--

MR. FORTUNE: Well, because
we're the State of Kentucky. It runs -- The State | aw
runs to the State of Kentucky. And as far as the State
of Kentucky is concerned, snokers are as protected from
di scrimnation by state governnent as anyone el se.

MR. LABUNSKI: But, Professor
Fortune, will it necessarily, though, be
di scrimnation? And if you charge people who engage in
activities that increase their health costs, why is
considered to be then discrimnation?

MR. FORTUNE: Well, it's --
The way the Statute is witten, the thrust of it is, as
| recall, and | was shocked when | saw it, too, but it
is that the State cannot -- | don't think that it uses
the term"discrimnate.” But basically it says that
the State cannot do anything with regard -- have
adverse effect on snokers except workpl ace regul ati ons
such as where you snoke. But T. Lynn WIliamson told
us, because this came to ny mnd i medi ately, of
course, that T. Lynn WIlianson said, "You just can't
go down that road.” [I'mnot sure we would have want ed
to, anyway, to be honest. But we did not. W could
not. That's the answer.

MR. SAMUEL: And the other
point is, if we get dowmn to every behavior that has an
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adver se i npact - -
MR. FORTUNE: \Where do you

st op?

MR. SAMJEL: --try to nake it
proportionate -- nost of us in this roomwoul d probably
not get health insurance. And |I'mnot saying that --
| knowl'm-- [I'mnot trying to make |ight of your
comment because, being a reformed snoker for 20 years,
you know, | want benefit from not snoking but -- other

than to be able to walk and read better than I could
before. But the point is, | think, that if you start
down that road, there's alnost no end as to where
you' ve got to go in ternms of inpact.

MR, FORTUNE: Well, Liz
Densky.

V5. DEMSKY:  Bi ol ogi cal
Sci ences.

| was wondering if you were at al
worried by advocating the offering of a | ower benefit
option for whatever fine reasons they were that you
m ght be planning a strategy in front of the University
that m ght make it nore possible to nove towards that
90 percent funding w thout actually putting in the
addi tional resources necessary to do that.

MR SAMJEL: |'mnot. No.
think that this was entirely at the proposal of the
Commttee. This was not sonething that the University
Adm ni stration proposed. And | don't think it's
sonet hing the University would want to pursue. W
quite frankly do not think there'll be a very
significant -- many significant nunber of takers of
this particular plan. Very few people will choose that
because it will be a | esser benefit and one that people
are not likely to say, "Gosh, boy, | like this plan."”

Go ahead.

M5. DEMBKY: | guess | was
suggesting that maybe that it would be difficult to
nove, since we're at 32 percent, to 90 percent. That's
a long way to go. And that, again, one of the
strategies mght be then to make it not so nuch of a
choice for enployees, to nake a | ower benefit option

nore of, you know, what -- nore of an offering than a
choi ce.

MR. SAMJEL: | really don't
believe -- | don't see this as a threat at all. |
think this is such -- 1t's going to be such a | esser
benefit that | cannot foresee the University
Adm nistration -- | don't think they set this
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Comm ttee up, said, "Go out and do what you do and cone
back with a report that says you ought to fund 90

percent.” And then say, "Well, what we'll" -- "The way
we'll get there is we'll cut the benefit |evel by 40
percent.” | just -- | guess | just don't--

| personally have nmet with the President
and other people in the admnistration. W've net with

the adm nistrative -- the President's cabinet this

nmorning. | just -- | find no inclination to do that
in the admnistration. And | don't believe it would
wor k, anyway. | think they'd be right back to where

they were last spring if they did that. So no, | don't
think so

MR. FORTUNE: Lee's going to
talk about it, | guess.

MR. MEYER. Well, Bill asked
me to comment on the Mnority Report and | guess that
| abels nme in a certain way--

(Crowd | aughs)

MR. MEYER. --just a
coi nci dence that - -

MR. FORTUNE: Lee Meyer, for
those of you that don't know him
(Crowd | aughs)

MR. MEYER  Sone of us
di scussed the concept of noving nore aggressively

towards the 90 percent goal. And one way of doing that
woul d be rather than just designate one percent of any
increase in the salary pool, is to designate one

percent of a salary pool, regardless if there was noney
for an increase, which in this year m ght nmean an
actual decrease in net nom nal pay.

One of the reasons we supported --
There's a couple of reasons we supported that. One
thing it does is that--

MR. SAMUEL: W being a
mnority.

MR. MEYER. --we being a
mnority of three. One reason is what that would do
is, it takes taxable noney and noves into non-taxable.

There's a benefit there. But, nore inportantly, it
really supports the very |arge nunber of | ower-paid
enpl oyees. So what it would do is take one percent of
t he average salary, by noving that which go primarily
i nto dependent care program dependent tiers of the
program what that would do is really bring us nuch
nore quickly forward and making the programeligible
for those | ower-paid enpl oyees.
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| don't think there was any di sagreenent
anong the Commttee at all in ternms of the sentinent of
doing that. It was nore, | think, an acceptance of the
University conmmunity of being that aggressive about it.
That m ght cause sone dissension. W really wanted to
have a programthat there was pretty much full buy
into. And so that was the reason | think that the
Commttee didn't support that. It wasn't a |ack of
interest with that group
So if there's comments--
MR. MULLADAHR: | had a
guestion about this earlier.
MR. FORTUNE: If you will,
your name, Sir.
MR. MULLADAHR. Yes. Chris
Mul  adahr fromthe Col |l ege of Business & Econom cs.
Essentially either way, whether we take
a reduction or a raise, in essence, we are saying that
we're going to put in the noney, or at |least the extra
nmoney ot her than the 9.6 mllion, we are going to put
in the noney one way or another. So whether it's, you
know, prem unms or nonies comng fromraises, it's still
our noney. And like the State or the University,
itself, you know, how much are they contributing to the
enhancenment of our nedical program is ny question.
MR. MEYER: 1'll answer again.
Well, it's really a shared effort. W're asking the
University to put basically all the increase in revenue
of this year into the health cost or the health
i nsurance program One of the things we noticed in the
very beginning is that wwth 15 to 20 percent increases
in health care costs, that health insurance is not
going to fix that.
And | think a |lot of people canme to our
Committee and wanted us to fix the underlying problens
with the whole health industry. And so we can only
really focus on the insurance side of things. And
given that we're running -- we need to run to even keep
up, it has to be the shared effort. And so the shared
effort would be we take smaller increases in salaries
in future years and the University tries to reallocate
resources towards hel ping us do that.
MR. SAMJEL: To comment --
Sort of the ultimate coment on your comrent, which
agree a lot with, by the way, that there's a novenent
to define contributions on a national level. That may
be sl owed down by the events of 9/11. Now, the
governnent's not all bad. But that, in fact, would
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have al | owed people to use their own discretion as to
how much they were going to shelter their incone.
Because | happen to think that all ny contributions by
the University, including ny salary, are mne. And the
Uni versity makes allocation decisions that | agree with
or don't agree with. The point is, | don't have a
choice. The anpbunt that goes into ny retirenment is
predeterm ned. | mght choose to have that in a
different formbut | don't have that option.

We recogni ze that, in fact, what we're
suggesting is that nore decision be made "in the
initial allocation process” and it not conme to us in
the formof salary and the University nmake the decision
to spend that for us, for our benefit, in terns of
health. We think that's inportant in ternms of
particularly | ower-paid enployees. But we think in
terms of all enployees that this really is benefici al
to nove to a higher paynent level in ternms of the
prem um

Certainly -- 1'll be honest with you --
if I could have all the noney in ny pocket and could
make ny own decisions, | happen to think |I'd make
better decisions. But Ben Carr [phonetic] and the
University don't let ne do that. In all fairness, |
nmean, that is our system That's the way it works.

Let's see if we have--

MR. DARAJVLIN. | just want to
make a comment. And |'d like to--

COURT REPORTER: | can't hear
you, sir. | can't hear you.

MR FORTUNE: We've got a
court reporter here.

MR. DARAJVLIN. If you conpare
t he benchmark (unintelligible), UKs 30 percent behind
in salaries. And | don't think anybody would like to
take a cut in the salary. And | would like to support
the majority point and, also, it affects the pension.
So. ..

MR. SAMJEL: | do want to, if
| could, just to echo Lee's point. It was not that the
majority of the Commttee did not have synpathy with
the i dea of sonmehow reduci ng our conpensation and
putting that into health care. But we just did not
want the dissension that we think -- we thought woul d
arise within the University community if we proposed
t hat .

MR FORTUNE: Let's see ..
Kaveh, let's see if there's anyone el se who has not
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spoken who would |ike to conment and then come back to
you.

Yes, sir?

MR. CLAYTON. |'m Tom Cl ayt on
fromthe English Departnent.

The one percent that you're talking
about, not the mnority group but the mgjority group,
this is to last for how long? You say until the goal
is achieved. But won't it have to continue forever?

MR, SAMJEL: No. Well, the
anount that's taken out, that amount, that one percent
would. But let's say -- Let's just give an exanple.
If we had a three percent increase in 2003, 2004 and
then every one thereafter and we took one percent out
of that, which neans there'd only be two percent left,
it would take three years to fully fund the plan.
We're about 12 million short this year of University
contri butions.

MR. CLAYTON. Just one point
for clarification. You're talking about one percent of
rai ses?

MR. SAMJEL: That's correct.

MR. CLAYTON:. And | would
poi nt out that at |east some canpuses that are
uni oni zed pay a one percent union dues which go, at
| east in part, toward health insurance, dental
i nsurance, vision coverage. So that's one percent of
sal ary, not one percent of salary increase.

MR. SAMJEL: No. W'd be

t al ki ng about one percent of salary in the pool. In
ot her words, when we have a pool that says you're going
to get -- there's going to be a three percent salary

increase, we'd be saying we take 1/3rd of that and
apply that to health benefits. So it is, in fact, one
percent of salary. But it would take approximtely
three years to achieve that level of funding if, in
fact, our plan was adopted of 90 percent, if in fact
the plan was adopted to take one percent of any
i ncrease available in salary.

MR. FORTUNE: Okay. Jeff

Denr ow.

MR. DEMROW Jeff Denrow
[ phonetic]. Two points. One is to -- Sonebody has to
speak to what Shelly brought up. So I'll do it since

I"'mfromthe College of Dentistry.

| think until this country does not
separate oral health fromthe rest of the body cel
we' |l continue to have that as an add-on or for an
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option. |, of course, feel that it's integral to
health of the entire body.

The second point is, if one of your
goals is nmedical literacy anong the insureds and you
want to pronote the Wellness Program and we want to
somehow acknow edge that non-snokers m ght be better
insureds in sone respects, then, perhaps there's
another way to approach it. And that's to tie sone
type of tangible benefits of people who participate in
the Well ness Program nuch as if you have air bags or
what ever you get discounts in your auto insurance.

MR. SAMJEL: David, do you
want to -- Do you currently have a snoking cessation
as your primary thrust in wellness, now?

MR, HOKE: W're actually--

MR. SAMJEL: This is David

Hoke.
MR, HOKE: |'m David Hoke with
t he Wel | ness Program
We're currently starting about -- well,
| ess than a year ago now working with -- getting with

UK to join the Kentucky Cinic to work on sone specific
ri sk areas, snoking which is one, to work with the
physi cians to provide incentive for behavioral

nodi fication on those risk and/or health conditions

whi ch nost adversely affect health care utilization
costs. So we're kind of in the infancy of that process
now toward the proposal that we have to becone nore
aggressive in developing that. So, hopefully, you'l

be seeing some of that here as we go forward.

MR. SAMUEL: Eva Arehardt had
a questi on.

M5. AREHARDT: | don't have a
question. | have a coment. And | thank you for
maki ng sonet hing that has al ways been unclear to ne a
whole lot clearer. And it seens to nme that you've
t hought things through and made just a very clear
presentation to us and | appreciate it. It helps ne
under stand sonething | haven't done. So thank you.

MR. SAMJEL: Thank you.

| will -- Let ne just say one thing on
the dental. As sonebody who has ny teeth bl eed every
three, four nonths or sonething, | have the fear of now
knowi ng that my heart is probably being adversely
affected by the condition of ny teeth. | think that if
the dentists were out there pushing that, we m ght
actually get there. | don't know But the thing is,

fromthe Commttee' s perspective, to get there would
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have been really a stretch. W were -- Because the
key issue was the issue of health insurance.

MR FORTUNE: Let's see ..

We have a question way in the back there.

M5. BLACK: Kate Black. [|'m
wondering if you can tell us why the Comm ttee decided
to put health insurance for donestic partners in the
Addi ti onal Reconmmendations instead of in the Core
Reconmendat i ons.

MR. SAMJEL: Probably because
we saw political inplications, probably sonething not
dissimlar to our issue around a reduction in salaries.

W see it as very inportant. | don't want to -- The
Addi ti onal Reconmmendati ons are not sonething that we
think shouldn't be done. W think they're inportant.

The Core Recomendation really had to do
wi th what took place |ast spring. The whole issue
around affordability of insurance, particularly the
famlies and enpl oyees and dependents. W really tried
to address -- keep our focus on those four issues.
There's nothing to say that's a | esser reconmendati on
in terns of what's there, other than | think the charge
of the Commttee fromthe President and sonething that
we think is extrenely inportant in terns of reaching a
Top 20 status.

Yes?
MR. STEINER. From what |'ve
heard from -
MR SAMUEL: Let ne get your
nanme again. |'msorry.
MR. STEINER. Shelly Steiner,
Bi ol ogy.
Basically, retired people have health
i nsurance on adm ni strative regulation. | don't think
it'"s really codified. [It's not nmuch -- probably
doesn't amount to much of a difference. But | think
it's a good thing in terms of -- |['ve heard it from

many people retiring. They feel kind of insecure about
it.

MR. SAMJEL: As sonebody who's
going to retire soon, I'mvery nmuch in favor of retired
heal t h- -

MR. STEINER Wuld it be
possible to codify that and nmake it, you know, instead
of an adm nistrative regul ati on, which can be changed
as an adm nistrative regulation, as a part of your
retirement package, whatever benefits they're given,
but just to codify the fact that people who are
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retiring are entitled after so nmany years to have
heal th insurance as part of their retirenent.

MR, SAMJEL: Well, that's
certainly a -- That's a very conplicated issue.
You' re probably aware Pol aroid, one of the hall mark
conpanies of the United States, recently went bankrupt.
The first thing they did was stop retiree health

i nsurance coverage. | think that's sonmething that we
could certainly bring up to the University
Adm nistration. | think that really, to sonme extent,

goes beyond the scope of the Commttee. And it really
makes this not a health insurance benefit but a
retirement benefit that's going beyond where | think --
| thought the President pushed it.

Kaveh Tagavi .

MR, TAGAVI: To add all the
deducti bl es, out-of-pocket expenses, copaynents, what's
the ratio of that nunber to all of the premuns? And
has that ratio changed in the |ast year, dramatic
change in copaynents for prescription?

MR. SAMJEL: One of the
problens that | don't think -- W can't stand in front
of you or the University conmmunity and say "W did not
get the informati on we requested when it was
avai l abl e.” That particular information, that
breakdown and the particular way you' re tal king about,
is not sonething the University has nor do our insurers
have. | believe that Humana is beginning to coll ect
that now But we did not have it from Bl ue Cross/Bl ue
Shi el d previously.

M5. COSTICH  Yeah, it's --
What we'd have to do is set up a hypothetical typica
consunmer. And we did nodel sone of these market
baskets of benefits. And if you | ook on the Task Force
website in the presentation that | did sonetinme ago --

and it has ny nane on it, Costich, CGo-s-t-i-c-h -- on
that presentation, if you get toward the end of that
presentation you'll see some nodels comparing UK with

t he nean of the benchnarks.

Now, what | did not do was to conpare
t hat mar ket basket analysis with a previous year's
mar ket basket. That could certainly be done. | had
basically two hypot hetical househol ds, one with sone
serious health problens and the other just what you
m ght think of normal activity, using the health
benefits. So that mght go a little way towards
answering your question.

MR, SAMJEL: But | do think
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that we'll begin to gather that information in the
future. W don't have it fromthe past. So we could
not make the particular conparison you're talking
about .
MR. FORTUNE: O her questions?
Phi |l Kraener.

MR. KRAEMER: |'m curi ous.
What percent of the benchmarks are self-insured, as
opposed to being part of the network?

M5. COSTICH  About three-
quarters of them have sone. And sonme of them have,
particularly the big, big state plans, they' Il have
t he, you know, icon, PPO that is the standard pl an,
kind of like the Blue Cross Plan for federal enployees,
if you're famliar with that system And then they'l
have a variety of other plans, depending on where you
happen to live in the state. And others are conpletely
self-insured fromend-to-end. Sone are not self-
insureds at all but that is definitely a mnority of
our benchmarks. Mst |arge enployers in this day and
age tend to find self-insurance a little bit nore cost
effective.

MR. SAMJEL: That question was
certainly on a regular basis. And | think our
consul tant's recommendati ons over and over was self
insured is a better deal

Yes, ma' anf

MR. FORTUNE: Liz Densky.

M5. DEMSKY: You've set the
same goal of 90 percent for the different groups,

i ndi vidual and fam |y and spouses and such. [|s that
common for the benchmarks? Do they all fund at the
same | evel ?

MR. SAMJEL: Pretty nuch so.
Pretty much so. Now, I'mnot saying that's everywhere
but pretty nmuch you have the sane |evel of funding for
the famly and the child, the dependent, as well as the
individual. 1 think one of the suggestions that was
made earlier, if you had an option to utilize your
i ndi vidual premiumby taking it sonmewhere el se, would
that be beneficial? Right now, as | said, we did
consi der that but the cost was just prohibitive right
now. Once you get to 90 percent, then if you offered a
portion of that, that could, in fact, be a viable
option that woul d be avail abl e.

MR. FORTUNE: C ara Ponroy.

M5. POVROY: | have two
questions. If this $9.6 mllion is punped into the
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enpl oyer contri bution, what percent will the enpl oyer
contribution rise to next year?

MR. SAMUEL: Forty-sone
percent, | believe.

M5. POVROY: |'msorry?

M5. COSTICH What is it,
i ke, 46 percent?

M5. POVROY: So it will rise
from approxi mately 32--

MR SAMUEL: Thirty-two to 46.

M5. POVROY: --to 46 percent?

M5. COSTICH  Sonething |ike
t hat .

M5. POVROY: The second

guestion is: D d you discuss increnental ml estones

t hat you expected rather than just waiting for five

years and saying 90 percent at the end of five years?
MR. SAMJEL: Yeah, | think

that is -- The way we set that up, we didn't do it in
exactly that fashion but | think what we were asking
the adm nistration to do -- we probably ought to be
clear on this -- is that we wanted either the adoption
of a one percentage point out of the pool availability
until 1t's net or sone alternative to that. |If they

don't agree to that, half a percent for five years
instead of one percent for three, whatever it mght be.

But we know one percent for salary
increase is about five to six mllion dollars. So we
know that in three years, if you had sal ary increases
that were available, in three years you' ve net the goa
because we're about 12 mllion short now.

M5. POVROY: Assunmi ng prem uns
don't increase. But they are likely to increase
significant--

MR, SAMUEL: |'msorry.

M5. POVROY: That woul d assune
that the premuns aren't going to increase--

MR. SAMJEL: No, no. No, no.

MR. POVROY: --but you could
| ose ground.

MR. SAMJEL: No. Let ne --
The way that recomendation is worded, we're assum ng
the University will have to fund the necessary cost to
mai ntain the current coverage. The only thing we're
t al ki ng about fromthe one percent is to, in fact, nove
toward this 90 percentile. |In other words, if the cost
of premuns go up 15, they have to fund 15, then they
get one percent to nove further along the way to
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i ncrease the percentage funding.

MR. CANON: Is that realistic?

MR. SAMUEL: Yes.

MR. FORTUNE: That's Brad
Canon who just nmade that interjection.

MR. SAMJEL: Now, when the
Presi dent cones, you can ask himif that's realistic.
From our perspective, that's realistic, because | think
the point earlier that it's really sinmply -- | nean,
currently the University funds at about that rate.

W' ve talked with the Benefits O fice and the
actuaries. That's what the University's been funding
for years, is the continuation. So the only add-on
that we're asking for is, in fact, the ability to nove
toward the 90th percentile.

MR. CANON: Last year it could
not .

MR. SEIBLE: Last--

MR. FORTUNE: M ke Sei bl e.

MR. SEIBLE: That's one point
is that that stopped last year. And now | don't think
you can assune that they're going to be picking up that
ten to 15 to 20 percent annual increase in the cost of
t he- -

MR. SAMJEL: Let nme just say
that | have talked to a nunber of people within the
adm ni stration, including the Benefits Ofi ce,
including the President, Jack Blanton, Steve WIIi ans,
et cetera. | think they all admt that they have an
obligation to fund the ongoing increase in the cost of
heal th care.

MR. SEIBLE: |'mnot sure that
that's clear fromyour presentation. | nean, it wasn't
clear to either Cara or nyself.

MR. SAMUEL: We will clarify
t hat .

MR. SEI BLE: Yeah.

MR. SAMJUEL: But we tried --
We've tried -- W've, as a matter of fact, talked
anong ourselves as to whether that was clear to begin
with and we just need to be nore straightforward about
what we're saying. But the intent was that that -- It
requi res ongoing funding. And given that the current
cost of that plan to the University, | believe, is
somewhere around 40-sone mllion dollars, that in fact
that will continue to increase at whatever the rate of
i ncrease is.

MR. FORTUNE: O her questions
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or comments? (No response.)

Thi s has been an excel |l ent presentation.
And | think Tom deserves- -
(Crowd appl auds)

MR. SAMUEL: Let me just -- |
do really want to thank the Commttee, the Task Force,
Julia and everybody's active participation at the
Uni versity has been. And this is all the way -- You
nane it and they worked for us over the last four or
five nmonths. W've tried to drive people pretty hard.

MR. FORTUNE: And if you have
comments on those sheets, you can put themon the table
out si de.

MR. SAMJEL: Yes. If you
coul d pl ease | eave comments, we'd appreciate it.

Thank you.
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