



High Costs and Plan Rates
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UC Goals
· Maintain choice of medical plans at a wide variety of costs.

· Committed to providing access to quality health care. 

· UC is exploring a new type of plan for quality and cost:  Definity Pilot at UCSF and UCSB.  

Medical High Cost Contributors

· Double digit inflation in health care costs:  The costs of health care is rising much faster in relationship to other costs and much higher than inflation
· Rise in number of uninsured:  More and more people are not able to afford medical insurance and are then unable to pay their bills for medical services.  This increases the burden on medical patients and insurance companies that must absorb these costs.
· Aging medical facilities and earthquake retrofit requirements:  The cost of upgrading California medical facilities to keep current with medical standards and to meet earthquake safety standards (as required by law) are passed to patients through increased costs for services.   
· Aging population with increased demand for medical care:  The general population and the UC population are growing older, increasing the demand for health care services, monitoring of chronic conditions, and demand for prescription drugs—all of which drive up costs. 
· Rapidly rising pharmaceutical costs:  Many of the new “breakthrough” and life enhancing medications are very expensive, which drives up pharmacy costs in general.
· Increased provider financial demands:  Doctors, hospitals and laboratories are demanding higher reimbursement and capitation fees.
· Expensive new medical technology:  New techniques and tests cost a lot.  
· Shortage of skilled health care workers:  Medical services providers need to pay higher salaries to attract and retain skilled workers.  This increases the costs for these services, which in turn drives up insurance rates.  

· Market consolidation (hospital mergers and reduced number of insurers):  Fewer companies in the marketplace means there is less competition and less leverage for price reduction.  
Medical Contribution Base (MCB)
· MCB is the full-time salary rate used as basis for an employee’s life insurance.  

· For 2004, the MCB uses 1-1-03 amounts.  

· Four salary bands starting 1-1-04 based on MCB:
1. $40,000 and under

2. $40,001 to $80,000

3. $80,001 to $120,000

4. Over $120,000

· Rates for salary band 2 apply to annuitants.

· A person in salary band 1 who retires would pay a higher medical plan monthly cost (unless the person is enrolling in Medicare).
· A person in salary band 3 who retires would pay a lower medical plan monthly cost.

· The same salary bands apply to all UC campuses, medical centers and national laboratories.
· Salary bands were enacted to maintain choice and access to medical coverage for all employees.

· UC research indicated that several other colleges/universities have salary bands including:  Harvard , University of Illinois, Yale, and Northwestern . 

· The concept and amounts of the salary bands were reviewed and approved by the UC Employer Contribution task force which is made up of representatives from the Faculty Welfare Committee, CUCRA, CUCEA, CHROs, AVC, EVC, Medical Center Directors, Benefits Managers, UC Financial Management, and Lab Administration.  
UC employees/annuitants fairing better than others
· UC is not alone in facing these challenges. 
· Nationally, employees pay much more for medical coverage than UC employees and annuitants.
· Size does not carry clout.  CalPERS (2nd largest purchaser of employee benefits in the US) experienced HMO increases of 17-18.5%, which are higher than UC’s increases of 15%.  

Contributions and Rates
· UC applied contributions to where they will help the greatest number of employees/annuitants.

· Slightly lower contributions for family members.

· Self + child(ren) rates are lower because it costs less to insure a child or children than another adult

· Nationally, more employers are asking employees to accept larger percentage of costs.

· For 2004, UC continues to pay about 95% of total HMO premiums and 65-80% of premiums in POS and PPO plans, with no reduction in benefits or increase in out-of-pocket costs. 
· Premiums for dental and vision coverage continue to be fully paid by UC.  
Kaiser Permanente California Senior Advantage Rate

· First time Kaiser Senior Advantage (Medicare “M”) rate is higher than Kaiser non-Medicare (“U”) rate.

· Reasons for higher cost increases (in addition to those above)
· Medicare reimbursement by Centers for Medicare and Medicaid Services (CMS) is capped at approximately 2% annually—not keeping pace with rising costs

· Kaiser is maintaining Medicare+Choice plan while other providers are leaving the program or reducing the plan Medicare service area (very important) 
· Kaiser (and UC) have a large Medicare population

· UC has additional benefits (for example, hearing aids) that serve to make the plan more expensive.
· Kaiser increased the Senior Advantage UC premium by almost 50%.  

· UC’s Senior Advantage single rate ($251.11) is lower than CalPERS Senior Advantage single rate ($273.86).

Kaiser Permanente Mid-Atlantic and Kaiser Umbrella Plans

· Plans are completely separate from KPCA.

· Very few UC members in these plans; Kaiser Umbrella is mostly annuitants (older folks)
· UC considered small employer in these markets; UC cannot use size to lower premiums

More Information

· UC monitors insurance industry developments/trends continuously.

· Benefits updates are released through newsletters:  HR/Benefits Review  and New Dimensions
· UC web site:  http://atyourservice.ucop.edu/ 
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