March 25, 2011

Greetings NEA-J--


Just before the spring break, the REEP Board voted on final renewals from our health care providers. All units--certificated, classified, and management—in our district have benefits through REEP (Riverside County Employer/Employee Partnership for Benefits). REEP is a JPA (Joint Powers Authority) with 29 member districts, 22 of whom are medical. REEP is well run and obviously has a lot of purchasing power. We have explored other options in the past but concluded REEP provided the best value and stayed. Another consideration is how well-represented we are on REEP’s Governing Board. There are four classified and four certificated seats on the board for the entire 29 member JPA and CSEA President Diana Strona and I have two of those eight. I have been asked many times if we are part of a larger group contracting for benefits and we are. 

2011-12 RENEWALS


Final renewals adopted are as follows: Anthem Blue Cross/United Healthcare: 12.35%. Kaiser: 6.34%. Delta Dental: 2.43%. MetLife Dental: 1.70%. Our vision plans have no increase as they became voluntary this year and we signed a four year rate guarantee. 


For historical perspective, starting from 2005/06 the Anthem Blue Cross renewals have been annually: 11.77%; 10.94%; 9.28%; 7.50%; 5.14%; 13.00%, and next year’s 12.35%. Same years for Kaiser: 7.00%; 3.11%; 5.01%; 7.07%, 10.99%; 12.46%, and next year’s 6.34%. Dental numbers are somewhat less but follow the same trend. Obviously these increases have far outpaced the CPI or any other inflationary index, with no end in sight. 


The reasons for this trend are many and beyond the scope of this piece. I will say that for this renewal the recently signed Patient Protection and Affordable Care Act (aka Obamacare) added approximately 2-2.5% to the renewal cost to bring the plans into compliance. These changes include extending coverage to dependents up to age 26, removal of lifetime and annual caps, removal of any out of pocket costs for preventative care, and other changes to be phased in by 2014. For a full summary of the changes and costs, visit: http://en.wikipedia.org/wiki/Patient_Protection_and_Affordable_Care_Act. As for the many other factors driving medical inflation, here is an excellent article from Time magazine last year: http://money.blogs.time.com/2010/02/25/why-is-health-care-so-expensive-let-us-count-the-conspirators/. 


During the past few years of economic difficulty, health care costs have continued to march upward while public employee compensation stalled and in many cases went backward. This is the double edged sword the bargaining team has tried to keep at bay and it has become increasingly difficult. Here are some of the steps that have been taken or can be taken….

REEP


At the JPA level, several actions have been taken to mitigate costs. There has been a greater emphasis on disease management. Kaiser has always offered superior service in this area in my opinion, but for next year all Anthem Blue Cross/UHC subscribers with the “Big 7” chronic health conditions will have a new stand-alone disease management provider, Nurtur. The “Big 7”—responsible for a huge portion of costs—are: coronary artery disease, heart failure, pre-diabetes/diabetes, asthma, chronic obstructive pulmonary disease, lower back pain, and depression. Nurtur will attempt to contact and engage patients with these conditions in a disease management program with a personal nurse-coach to better manage their overall health and avoid costly and dangerous acute manifestations of their condition/s. It’s a wide-ranging program that is proven to reduce overall claims costs. For more information on it visit: http://nurtur.mynurturlife.com/. For username type in “nurtur_admin”. For password type in “default”. This will enable you to explore the features. 


REEP and the providers themselves have also made changes to the prescription drug programs. Some of these changes have lowered premium costs but reduced options or increased out-of-pocket costs for the individual. The institution or expansion of drug formularies, step therapy, mail-order, and incentivizing the choice of generic over brand-name drugs have all reduced premium increases. Blue Cross will institute next year a complex radiology co-pay (equal to the office visit co-pay) for procedures such as MRIs, EKGs, and CAT scans. 

Several years ago the Health Savings Account/High Deductible plans were offered within REEP, and those have been utilized more and more. Since inception those plans have been running in a strong surplus position and have helped offset deficits in the HMO and PPO plans. JUSD has not to date chosen to offer those plans (they are definitely not for everyone), but it is likely for 2011-12 and there is a subset of members this plan may suit well. 


Finally, the current renewal for Anthem Blue Cross/United Health Care was originally 15.09%. It got down to 12.35% due largely to some book keeping maneuvers recommended by REEP’s Finance and Underwriting Committee and approved by the board. Like we are doing in Jurupa, REEP is pulling some one-time rabbits out of the hat to get through to the next year and soften the blow at least somewhat. 

JUSD


NEA-J’s Benefits Committee and Bargaining Team are tasked with managing our unit’s health benefits package. As a unit, there are a number of ways we are trying to keep up with these spiraling costs in an era of scarce resources. An immediate cost lever that is examined every year is plan design. REEP has a Plan Design Committee which decides on the range of plans offered, i.e. deductibles, copays, and prescription costs. Our district Benefits Committee then chooses what will be offered to our employees from that range. For two years our office visit copay has been $15. It was $10 (and $5, and once upon a time it was $0). This was a change made by the Benefits Committee, choosing to shift costs more to the users of the plan and away from overall premiums. The $15 office visit co-pay is now the lowest available through REEP. Office visit co-pays can range up to $35, and non-formulary brand name Rx co-pays can range to $60. Some years ago, an emergency room co-pay was also introduced to steer patients toward less expensive urgent-care. Raising these co-pays or other plan user costs in any combination has an accompanying decrease in premium cost for the group. 


Another piece of the puzzle is the amount of money the district contributes toward health and welfare benefits. This year the total cost of the certificated health and welfare benefits package is $9,995,860. Toward that bill JUSD contributes $6,055,896. The amount that the district contributes is determined by multiplying the contractual Unit Member Allowance (UMA-$5,800) times the number of certificated Full-Time Equivalents (FTE) plus retirees not yet eligible for Medicare (that number this year is 1,044.12). Please note—FTE does not equal a person. Two teachers sharing a job 50/50 would be one FTE. Per contract, the FTE multiplier includes those who waive coverage or receive the cash option, not only those who take JUSD insurance—more on that later. Many years ago, this formula was enough to cover all employees with no out-of-pocket costs. This year the price tag of our Blue Cross HMO family medical policy for instance (not including dental) is $15,302.64. Since I was hired in 1995 the district UMA has gone from $4,200 (if I recall correctly) to $5,800, but that obviously has not kept pace with premium costs. Several years ago we bargained an additional ongoing district contribution of $371,884, equal at the time to a half-percent of salary. Extracting additional district contributions in these times is clearly difficult. 


Where does the rest of the money come from? The lion’s share is employee surcharges. This year that total is $2,692,021. Also included is the savings from the SERP of 2007/08, which we bargained to capture and for the first two years it was paid as cash. Last year it was directed into the benefits pool where it continues to go. That money will be available next year as well but then the agreement ends. Also helping the pool this year is a one-time rebate we received from REEP of a surplus we had built there over the past several years. So for this school year, 2010/11, we were able to plug the holes with some one-time solutions (and switching vision coverage to voluntary) and avoid basic surcharge increases. What about next year?


Off the base of almost ten million dollars in costs, the renewals alone will be well over a million more. We plan to again use the last year of the 2007/08 SERP dollars to offset that. That should be approximately $450K. Also, JUSD will again offer a SERP this year and has agreed to divert all proceeds from that into the benefits pool. That amount is not known of course until we know how many individuals take advantage of the incentive. Again, the Benefits Committee will look at plan design. And this year will be the last the cash option is offered. 


Many of you are not familiar with the cash option as it has not been available to any certificated employee hired after 1997. I don’t know how far back it goes as I was hired only a couple years before that. Having a cash option, or cash in lieu of benefits, used to be a win-win for both employees and employers. If the cost of insuring an employee and his or her family was let’s say $5,000, but the employee already had coverage through a spouse or other entity, the employer could pay the employee perhaps $3,000 in cash instead. Everyone came out ahead. A crude example but it illustrates how it used to work and did in fact save money for the employer and allow them to put more money toward covering those who needed employer-sponsored insurance. When the employer pays the full cost of coverage this is a viable feature of a health and welfare benefits plan.


It does not work that way in 2011, and it hasn’t for years. Fully-paid benefits packages are an endangered species and within a few years I doubt they will exist in the CA public sector. In our district there are now three categories of active certificated employees when it comes to benefits: 1) Those who take JUSD insurance and pay a surcharge, which comprise the vast majority—860 FTEs. 2) Those ineligible for the cash option but who have other coverage and waive out, thus not paying a JUSD surcharge. 3) Those who receive the cash option. 

The amount the district will distribute this year in cash option payments is $132,541.50. As you will recall the district multiplies the UMA ($5800) by the FTE (1,044.12) to get their district contribution total. From this total the $132,541.50 is subtracted and disbursed as additional income to those receiving the cash option. It stopped being a savings to the pool—the reason it was created--over a decade ago but has been allowed to continue. Terminating the cash option has been discussed for almost that length of time but we always found other ways to plug the holes. The outlay in the big picture seems small, I understand. But JUSD doesn’t have any more money to put into the pool, so divided by our 860 insurance-taking FTEs, funding the cash option (based on this year’s data) would essentially add about $154 each on average to their annual surcharge. Even if some of those taking the cash option were to retire and lower the cost somewhat, we cannot in good conscience expect those who take insurance to contribute any additional dollars to be essentially redistributed as cash payments to other unit members. The cash option has been a wonderful benefit to a lot of people for many years, but it stopped benefiting our overall pool long ago, and it will have to end. The decision was put off as long as possible, was not taken lightly and with the full understanding it would make some people angry, but it should not come as a surprise. 

INDIVIDUALLY

There are a number of ways as individual consumers you can lower your health care costs. One of the easiest ways, and one that just a fraction of our chapter uses, is the IRC 125 Flexible Spending Account. The new health care reform law tightened restrictions on this account but it can still save you hundreds a year. JUSD’s accounts are administered by American Fidelity, whose reps are visiting school sites starting March 22. I have had an account for years and can attest to its effectiveness. For more details, look here: http://afadvantage.com/for-individuals/flexible-spending-accounts/health-flexible-spending-accounts.aspx. For the schedule of reps to our sites for enrollment, visit: http://www.neaj.org/LinkClick.aspx?fileticket=ByT4j0zgALo%3d&tabid=62. 


This year we introduced in the Anthem Blue Cross and United Health Care plans a tiered system enabling some members to choose a less-rich plan in exchange for reduced surcharges. For next plan year, we may also offer a high and low Kaiser option. While changing plans in this way may not be suitable for all situations it is something to consider. Our high-option plans are among the richest REEP offers.

Mail order prescriptions can save money also by delivering more medication per co-pay. Many people who are on maintenance drugs can take advantage of the mail-order system which also saves the time and hassle of in-person pharmacy visits. And if you are a Blue Cross/UHC member, opting for generic drugs if appropriate also represents a significant savings. 


These are merely suggestions and options. I am neither attorney, doctor, nor financial planner. Every year each member has to run the numbers and see what makes the most sense for them. Every year on a larger scale we do this as a district and REEP does it as a JPA. The one constant as long as I have been involved in this is the inexorable rise in costs and the struggle from year to year to mitigate it. I am hopeful that next year’s surcharges will not show a significant increase but that may not be fully known until after open enrollment. We will do the best we can to get the numbers as close as possible to help our members—myself included—make decisions for next year. I realize putting this piece out may create as many questions as it answers. It’s an incredibly complex issue and in no way did I intend to cover every possible detail and scenario. I am happy to hear and feedback and/or questions. Thanks. 
Respectfully, 

John Vigrass

President, NEA-Jurupa
