Self-Insurance Program Update — Regence BCBS and Delta Dental of WA
Background:

April 1, 2014 the County converted the Regence medical and Deita Dental of WA dental plan to
self-insured plans. By changing to a self-insured plan we eliminated the State’s 2% premium tax
and the 2.3% Carrier tax. This is a savings of approximately $441,000, plus a reduction in the
administrative fee of $56.72 per employee per manth (pepm) or $540,428 annually. On the
dental side, we saved $3.41 pepm or 530,280 annually. That represents a combined savings of
approximately $1,000,000.

Key Points:

e The plan is doing fine from a funding point at this time

s (Claims are running higher than expected

s The Reserve requirement is on track to be fully funded at year-end as approved by the
State. We are approximately 56% funded at this time.

Medical Dental
IBNP $1,114,000 $115,000
Contingency 52,241,000 $228,000
Total Required $3,355,000 $343,000

¢ (Claims costs {utilization) has increased for both medical and dental
o Medical:
= (Claims trend for our plan is running at 15%; industry trend is about 8-9%
= There have been several large claims over our Stop Loss point, ($175,000)
»  Continuing to have several large claims in 2015
® Prescription drugs are seeing a slight increase in cost, mainly due to
Specialty Drugs

= Claims trend for our plan is running at 3.5%; industry trend is 5%

= Claims liability is limited due to the annual limits for covered services

»  We are seeing significant growth in claims in special restorative; mainly
crowns

2015 Renewal

The 2015 renewals were based on claims experience for the 12 months ending June 30, 2014.
A 6.5% increase (prior to plan changes) was approved by the Governing Board for the medical
plan, and the dental plan renewed at 0%.
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Increase in utilization

Since implementation, the plan’s utilization has increased at an unexpected rate. The County’s
claims trend is running at 15% when comparing the recent 12 months to the prior 12 months.
The industry trend is 8-10%. The key drivers are the increase in large claims. The categories of
serious health conditions in our population are:

Symptoms (diagnostic testing} to try and determine what is wrong with someone
Cancer

Musculoskeletal

Digestive

Circulatory

Infectious

See handout “page ” showing “four year claims over $50,000".

Looking forward:

Going in to 2016 we are anticipating a large rate increase for the medical plan of at least 15%;
but could be higher if the claims trend continues to increase. The dental plan will likely see a
moderate increase around 5%.

The Cadillac Tax goes into effect in 2018. We will be working on ways to address the impending
excise tax to reduce the impact on the County. At this point it is estimated at approximately
$750,000.

The Affordable Care Act — Shared Responsibility reporting takes effect this year, processes are

being implemented to maonitor eligibility; in January 2016 first federal reporting takes effect.
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