
BENEFITS ADVISORY COMMITTEE 
MINUTES OF MEETING 
MARCH 1, 2012 
 
 [In these minutes:  Announcements, Health Care Reform and the Patient Protection and 
Affordable Care Act (PPACA), 2011 UPlan Performance Review] 
 
[These minutes reflect discussion and debate at a meeting of a Human Resources 
committee; none of the comments, conclusions, or actions reported in these minutes 
represent the view of, nor are they binding on Human Resources, the Administration, or 
the Board of Regents.] 
 
PRESENT:  Gavin Watt (chair), Pam Enrici, William Roberts, Tatyana Shamliyan, Dale 
Swanson, Jody Ebert, Jennifer Schultz, Sandi Sherman, Nancy Fulton, Joseph Jameson, 
Michael Marotteck, Carl Anderson, Amos Deinard, Roger Feldman, Judith Garrard, 
Richard McGehee, Fred Morrison, Rodney Loper  
  
REGRETS:  Dann Chapman 
 
ABSENT:  Patricia Miller, Sara Parcells, Karen Lovro, Kathryn Brown, Aaron Friedman, 
Theodor Litman, Keith Dunder 
 
OTHERS ATTENDING:  Karen Chapin, Tina Falkner, Ryan Gourde, Shirley Kuehn, 
Jackie Singer, Sheri Stone, Curt Swanson, Laurie Warner 
 
I).  Gavin Watt called the meeting to order and welcomed all those present. 
 
II).  Mr. Watt made the following announcements:   

• RFPs have been issued for health plan consulting and data warehousing services.  
Vendor interviews will take place the week of March 12. 

• Prime Therapeutics and Fairview Specialty Pharmacy plan reviews will take place 
on April 5. 

• The Administrative Working Group (AWG) in conjunction with the 
administration is working on revising the Benefits Advisory Committee (BAC) 
charge. 

 
III).  Employee Benefits’ announcements: 

• March 15, 2012 is the last day to incur 2011 Flexible Spending Account (FSA) 
expenses. 

• Employee Benefits is outsourcing its FSA activities to SHPS, and the 
implementation is expected to take place in May 2012.  Work on the 
communication plan for this transition is underway. 

• Deadline for the 2012 Wellness Assessment is March 31.  The deadline will not 
be extended like in previous years. 

• Boynton Health Service (BHS) has scheduled a number of biometric health 
screenings on the Twin Cities and coordinate campuses.  UPlan members who 



prefer to have their doctor conduct the biometric screening should download the 
provider form on the Employee Benefits or StayWell websites.  For University 
employees who do not work on one of the University campuses, they can 
complete a home health screening kit. 

• A UMConnect presentation has been produced that provides information about 
Points Bank and the transition from the current wellness program to Points Bank 
as well as information about the various wellness programs being offered.  This 
presentation will be posted on the Employee Benefits’ website soon. 

• The new walking program, Step It Up, will be available April 1, 2012. 
 
III).  Mr. Watt called on Professor Morrison to share information on Health Care Reform.  
Professor Morrison began by sharing what he sees as the three challenges associated with 
Health Care Reform: 

1. A constitutional challenge, which will be decided by the U.S. Supreme Court. 
2. A political challenge, which will be decided by voters in the November election. 
3. A financial challenge, which will play itself out in the economy over the next five 

to six years. 
 
Next, Professor Morrison outlined the issues with the present health care system: 

• There are approximately 42 million uninsured in the U.S. 
• Health care costs in the U.S. are much higher than any other developed country in 

the world.  The total cost of health care services is about 17% of the Gross 
National Product, which is 5% - 7% higher than any other developed country and 
much higher than developing countries. 

• Quality issues have arisen out of the fragmentation of care, modes of practice, etc. 
 
Members’ attention was then turned to a chart, which illustrated who is currently covered 
by health insurance and who is not.  Professor Morrison made a point of noting that 
Medicaid does not cover childless adults who are under the age of 65.  The other large 
group of uninsured are those who are either self-employed, working for small employers, 
or unemployed.   
 
The Patient Protection and Affordable Care Act (PPACA): 

• Expands Medicaid to cover persons earning up to 133% of the poverty level. 
• Mandates employers with more than 50 employees to provide health insurance or 

pay a fee.  (The employer mandate). 
• Requires every individual to purchase health insurance.  (The individual 

mandate). 
• Improves quality of care. 
• Controls costs. 

 
PPACA provisions that have already been implemented: 

• Coverage for adult children to age 26, which includes married children and 
children living elsewhere. 

• Lifetime maximums have been eliminated. 
• Elimination of pre-existing condition limitations. 



 
Beginning in 2013 under PPACA: 

• There will be a $2,500 limit on the amount of money employees can contribute to 
their FSA.   

• The value of employee health benefits (employer and employee amounts) will 
appear on W2 statements.  This information is being provided for informational 
purposes, and will not be taxed, yet.  As health care costs become a larger 
percentage of the Gross National Product, if they are taxed sheltered, there 
becomes less and less of a revenue base. 

• The insurance Exchanges will start becoming visible.  The Exchanges will begin 
to offer policies on January 1, 2014, and they will be offered to individuals and 
employers with less than 100 employees. 

 
Professor Garrard asked whether the value of employee benefits is the portion paid in by 
the University or the employee.  Both, stated Professor Morrison, because it is a tax 
benefit (pre-tax).  By knowing the value of employee health benefits, the IRS will be able 
to figure out how much money is being spent on health benefits that has never been 
taxed. 
 
Beginning in 2014 under PPACA: 

• The individual and employer mandates will take effect.  Employers with more 
than 50 employees must provide health insurance. 

• Policies issued through the insurance Exchanges will take effect. 
• Medicaid will expand to cover individuals and families up to 133% of the federal 

poverty level. 
• Large employers must offer “affordable coverage” or pay a penalty.  In order to 

be considered “affordable coverage,” the employee contribution must be less than 
9.5% of total household income.  Employers will be assessed a $3,000 penalty for 
each employee who takes an Exchange policy because the employee contribution 
was too high.  Also, large employers will be fined $2,000 per employee if they do 
not offer coverage. 

 
Ms. Enrici asked how this legislation defines household income.  Professor Morrison 
stated that the PPACA will be administered by the IRS.  The government has adopted a 
safe harbor rule, which means that if an employer charges no more than 9.5% of an 
employee’s income, it will assume that this is also not more than 9.5% of the family 
income.  
 
Beginning in 2017 under PPACA, state legislatures will allow large employers to also 
buy coverage through the Exchanges.  This would mean, explained Professor Morrison, 
that the University could explore issuing vouchers to employees and they could go buy 
insurance through the Exchanges. 
 
Then, in 2018, the “Cadillac tax” takes effect.  The “Cadillac tax” is a tax on health 
benefits that are too good/generous.  Under this legislation, employers will be assessed a 
40% tax on the excess value of any plan that exceeds $10,200 (individual)/$27,500 



(family) in total value.  Currently, for example, the cost of the plan for employees in 
Greater Minnesota with Medica Choice Regional family coverage is $26,864.  Because 
the $10,200 (individual)/$27,500 (family) values will not inflate until after 2018, it is 
with a fair amount of certainty that the plan will be in violation of this provision.  
Professor Morrison shared another example to highlight his point, a single person with 
Medica Elect & Essential coverage currently valued at $6837, well within the $10,200 
limit.  However, with medical inflation on average running at 8% - 10% per year, the 
plan value by 2018 will likely be very close to the $10,200 limit. 
 
Professor Feldman asked whether the tax is on a policy specific basis.  Professor 
Morrison stated that the tax is on a plan-by-plan basis.  With that said, the University will 
have to start thinking about merging its plans, e.g., merging Elect & Essential with 
Medica Choice Regional. 
 
Professor Morrison went on to say that some parts of PPACA have already been 
abandoned.  For example, CLASS, the provision that would have established a system to 
insure for long-term care costs, has been abandoned although not officially repealed.  In 
addition, the employer mandate that would have allowed lower-income employees to 
obtain vouchers to purchase policies through the Exchange, has been repealed as part of 
the deal to increase the debt ceiling. 
 
After passage of PPACA, more than 20 lawsuits were filed challenging its 
constitutionality, stated Professor Morrison.  While many of these suits were dismissed 
on procedural grounds, several reached the Courts of Appeal.  Then, in November 2011, 
the Supreme Court granted reviews in three cases.  The Supreme Court will hear the 
argument in mid-March, and a ruling is expected in late June.  There are four issues in the 
case: 

1. Does the Anti-Injunction Act prevent any decision on the case now? 
2. Can Congress require people to purchase health insurance?  Is health insurance 

“in interstate commerce?” 
3. Are the provisions of the law “severable?”  If one part is deemed unconstitutional, 

are all parts also unconstitutional? 
4. Can Congress make the states accept more individuals into their Medicaid 

programs? 
 
The Health Care Reform case is unusual.  Normally, a case is allotted 30 – 60 minutes for 
oral argument.  In this case, the Supreme Court has allocated 5.5 hours for oral argument, 
which will be spread over three days.  In addition, the Supreme Court has appointed 
special counsel to argue two of the issues, and this is rarely done. 
 
The Anti-Injunction Act, explained Professor Morrison, states that the federal courts will 
have no jurisdiction to issue an injunction to restrain the collection of taxes.  The act is 
based on the presumption that if a person opposes a tax that they are supposed to pay the 
tax and then sue for a refund.  This raises the question of whether the fees, e.g., employer 
and individual mandates, are taxes.  The argument that it is a tax starts from the simple 
proposition that it is being administered by the IRS, therefore, it is a tax.  The argument 



against, is that it is a penalty and not a tax, and it applies to only those people who violate 
the law, not the public at large.  If the Supreme Court finds that it is a tax, issues one, two 
and three will be put on hold and not decided. 
 
Regarding the issue of whether Congress can require people to purchase health insurance 
raises the question of whether an insurance mandate is considered “in interstate 
commerce,” and this will depend on how the Commerce Clause is interpreted.  Before 
1937, the Commerce Clause was interpreted quite narrowly, stated Professor Morrison, 
and he then provided a couple examples.  Since that time, the Commerce Clause was 
broadened, but then again starting in the 1990s, the Supreme Court started taking a 
narrower view of what constitutes “in interstate commerce.”  Professor Morrison cited a 
couple more recent interpretations of the law. 
 
The third issue is severability, which means if any part of the law is unconstitutional, 
does the whole law fail, or only that part.  Most modern laws have severability clauses, 
but PPACA does not.  Therefore, the Supreme Court will have to decide what Congress 
intended when it passed PPACA.  In Professor Morrison’s opinion, PPACA, from a 
technical perspective, is one of the worst pieces of legislation in recent history and 
possibly ever.  The question that arises from this issue is whether the rest of the law can 
survive if the individual mandate is found unconstitutional.  If the individual mandate is 
upheld, it will not be an issue.  However, if the individual mandate is stricken down, 
funding and adverse selection will be problems that need to be dealt with.  The Supreme 
Court will have to decide if the unrelated provisions can survive if the individual mandate 
is stricken down. 
 
The fourth issue is Medicaid expansion.  Medicaid is paid for with both federal and state 
money.  Under PPACA, the federal government will cover 100% of the added cost in 
2014 and 2015 for expanding Medicaid, and 90% thereafter.  Many states are very 
concerned about substantial additional costs they will be faced with beginning in 2016.  
The federal government has given the states two choices: 

• Accept the Medicaid package offered by the federal government (90%) in 2016. 
• Decline the federal funding for existing recipients, and assume all health aid costs 

for low-income residents. 
The existing law on this issue is quite clear, federal grants are take it or leave it.  To 
illustrate this, Professor Morrison cited South Dakota v Dole.  States believe this law is 
coercive and violates their sovereignty.   
 
Moving on, Professor Morrison highlighted the Supreme Court line-up:  four “liberals,” 
four “conservatives - two Doctrinal Conservatives (Originalists) and two Governmental 
Conservatives (Tories), and one “swing vote.”  In Professor Morrison’s opinion, he 
predicts that the Supreme Court will base its decision on the first issue, the Anti-
Injunction Act.  He expects that they will rule that the employer and individual mandates 
are a tax, and, as a result, they will be unable to do anything about it until someone 
collects the tax in 2014.  If this is the case, health care reform will be a core political 
issue for this fall’s election.  Professor Morrison stated that if his first prediction is 
erroneous, he would then predict that the Supreme Court will uphold PPACA. 



 
Professor Morrison went on to say that Health Care Reform was enacted in a rare 
moment when Democrats held the Presidency and a slight majority in both houses of 
Congress.  Republicans and Tea Party members have made Health Care Reform a 
principal target.  The future of PPACA will depend on who controls the political system.  
Professor Morrison then took a couple minutes to speculate what would happen to 
PPACA under a variety of scenarios, e.g., Republicans win full control, Democrats win 
full control, neither party wins full control. 
 
Lastly, Professor Morrison briefly addressed the financial challenge.  He noted that credit 
is not unlimited.  The European debt crisis illustrates that disproportionate deficits cannot 
continue indefinitely.  It is likely that conflicts about the debt ceilings and limits on 
appropriations could impact Health Care Reform.  In the short run, government 
contributions to health care costs may further worsen the deficit problem. 
 
Health Care Reform will undoubtedly create financial challenges given the assumptions it 
is based on: 

• Wider coverage will eliminate inefficiencies in care.  (The law, however, does not 
capture these savings to pay for the coverage.) 

• Preventive services will reduce more costly critical care later.  (Unfortunately, 
these savings may not be realized in time to pay for the preventive services 
today.) 

Health Care Reform may be more efficient for the national economy (GDP), but it is not 
designed to funnel those savings into the federal and state budgets that will need to pay 
for it.  The Congressional Budget Office (CBO) has estimated that Health Care Reform is 
fully paid for, but the underlying premise of that estimate need to be examined more 
carefully.  The CBO must do its estimates on existing law, but much of that law may 
change.  For example, their estimate is based on the following assumptions: 

• Bush tax cuts will disappear on December 31, 2012, and taxes will increase. 
• Medical providers will accept a 28% cut in their reimbursements and Congress 

will not restore them (Congress repealed this a few weeks ago.) 
• States will pick up 10% of the added Medicaid costs in 2016, yet no provisions 

are made for how the states will acquire that revenue. 
 
Professor Morrison concluded his presentation by stating that the financial considerations 
will mean that the federal contribution will be limited by the debt ceiling (both legal and 
practical), the need to reduce the deficit, and other competing priorities unless new 
revenue sources (taxes) can be found.  This issue has no quick or permanent solution.  If 
there is a political stalemate, the financial issues will persist. 
 
IV).  Next, Mr. Gourde, health programs financial manager, using a series of charts and 
graphs, walked members through the 2011 UPlan Performance Review.  Salient 
highlights from his presentation included: 

• UPlan expenses are broken up into three categories, medical claims, pharmacy 
claims and other expenses.  For 2011, medical claims went up 3.3%, pharmacy 
claims went down by 0.3%, and other expenses, e.g., stop loss premiums, 



administrative fees, wellness programming, increased by 5.1%.  As a result, for 
2011, total UPlan expenses rose by 2.8%, which is actually quite good and better 
than in previous years. 

• Actual UPlan medical costs per employee per year rose by 4.2% from 2010 – 
2011.  This is under budget.  For the same period, UPlan medical costs per 
member per year were up by 2.9%. 

• The 2011 total cost of the Medical Elect & Essential plan (excluding 
prescriptions) was $8,083 per employee.  The average plan cost for all the 
UPlan’s plans combined was $9,965 per employee.  The 2011 total cost per 
employee of Medica Choice National was $15,431, which can be attributed, in 
part, to the fact that two members had very large claims, which exceeded the 
UPlan’s stop loss deductible reinsurance cap.  The UPlan pays for member claims 
up to $800,000 and anything over this amount is paid by the stop loss insurance 
provider. 

• UPlan budget versus actuals variance, inception to date (2002 – 2011), is 0.8%. 
• In 2011, members paid on average 12.3% per script and the plan paid 87.7%.  
• Specialty drug use continues to increase, and represents about 30% of the total 

pharmacy costs whereas it is only 1% of the total scripts.  Mail order stays about 
the same at around 7% and retail represents 63% of total pharmacy costs. 

• In 2005, roughly half of the UPlan scripts were generic and half brand.  As of 
2011, generics represented 75% of the total scripts and 25% were brand.  The cost 
savings from increasing generic utilization from 50% to 75% is over $55 million.  
Twenty percent of the UPlan’s total pharmacy expenditures are spent on generics, 
while 80% are spent on brand drugs. 

 
Does the UPlan keep a reserve fund, asked Professor Schultz?  Ms. Chapin stated that on 
the University’s financial statements it has an incurred but not reported (IBR) line item, 
which the University is required to show on its financial statements.  Professor Morrison 
added that federal grant requirements prohibit the University from maintaining an 
“insurance reserve,” which would cover future expenses. 
 
Professor Garrard asked if the University made the right decision when it decided to 
separate from the State of Minnesota and self-insure its own health plan.  Mr. Watt stated 
that in his opinion the University made the right decision by separating from the state and 
cited the example of offering same sex domestic partner coverage.  Ms. Chapin stated 
that a while back Employee Benefits did a comparison of the plans, which concluded that 
the University made the right decision, dollar-wise, by separating from the state.  
Professor Morrison stated that in addition to providing same sex domestic partner 
coverage, the University has much more control over its provider list since it separated 
from the state.  In addition, since the University separated from the state, the state has 
added more deductibles, etc. to its plan whereas the University introduced a higher 
employee premium contribution.  The University’s philosophy is to not let the sick pay, 
but to let everyone pay. 
 
V).  Hearing no further business, Mr. Watt adjourned the meeting. 
 



        Renee Dempsey 
        University Senate 
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