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WASHINGTON COUNTY WASHINGTON COUNTY

OFFICE OF THE ADMINISTRATOR
WASHINGTON COUNTY MUNICIPAL CENTER
383 BROADWAY
FORT EDWARD, NEW YORK 12828
TELEPHONE (518) 746-2590
FAX (518) 746-2108 TDD (518) 746-2146

countyadmin@co.washington.ny.us
TO: Finance Committee .
FROM: Kevin Hayes, County Administrator /’{ N
DATE: May 5, 2009
RE: Health Insurance Costs
HISTORY

The County switched to the curtent provider, Blue Shield, in June of 2004. The previous catrier was Blue Cross. The
switch was made in order to obtain a lower cost plan.

In June 2006, the County again moved to reduce costs by changing the way we pay our health insurance carrier (at this
time still Blue Shield). Prior to this change the County paid a premium for coverage as established by the carrier.
Historically, the County has been spending 90% or less than what the carrier estimated and in effect, overpaying.
Beginning 6/1/06, the County made an agteement with Blue Shield whetein the County would pay Blue Shield’s
administrative cost and all claims up to a set amount. Monthly and individual stop loss coverage was put in place as part
of this arrangement. The County then established a “premium” based on the amount we expected to spend under the
new agreement. The Self Insurance Health Benefits Fund was created to hold these funds.

In June of 2008, the County projected the 2008-09 health insurance rate at 93.5% of maximum claims. This increased
the premium by 17.2% over the previous year. In order to lower costs, the County switched coverage for retirees to a
“wrap-around” Medicare program. This saved approximately $650,000 in retiree coverage costs.

BLUE SHIELD

In the current health insurance petiod, June 1, 2008-May 31, 2009, payment of claims has exceeded the maximum
expected by $§930,000. As stated above, the County’s set the maximum premium amount at 93.5%, which amounted to
approximately §7,700,000. The current total year-to-date contract with Blue Shield is $8,300,000, leaving a $600,000
shortfall in the County’s obligation.

Capital Financial, Inc., the County’s broker obtained quotes for June 1, 2009-May 21, 2010. The quote from Blue Shield
contained a 20% increase in cost, 2 maximum cost of $9,974,000.

BLUE CROSS

The Insurance Sub-Committee met frequently throughout February and March, working with Capital Financial and the
County employee labor unions to find a way to lower this cost. The group focused on working with Blue Cross as this
carrier had a lower initial quote than Blue Shield for comparable coverage. The final agreement reached with Blue Cross
allowed the County to switch with a total projected cost of $6,771,000 for the same coverage as Blue Shield provided
the County would also raise member co-payments as follows:

. Doctor visits - raise co-payment from §15 to $30 for
. Prescription drugs — raise co-payments from $5/$20/$40 to $15/$30/$45
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REIMBURSEMENTS

In order to offset the increased co-payments, the County will begin partial reimbursement of co-pays through health
reimbursement accounts (HRAs). The reimbursement amounts will be: $10 for doctor visit and $3/$8/%3 for
prescription drugs. The reimbursement program will cost the County $260,000 in reimbursements and administrative
costs.

TOTAL COST COMPARISON
In order to change companies the County must pay a $675,000 run out fee to Blue Shield. However, if the County
stayed with Blue Shield and paid the shortfall as well as the increased cost for the new period as discussed above, the

total new cost would be:

Cost to stay with Blue Shield:

Shortfall cost $600,000
2009-2010 coverage with Blue Shield $9.974.000

$10,574,000
Less Employees’ Share ($1,653,320)
Net Total Annual Cost $8,920,680

In comparison, the switch to Blue Cross will cost:

Shortfall cost in operating fund $600,000
2009-2010 coverage with Blue Cross $6,771,000
Reimbursements - HRA accounts $260,000
Run-out fee paid to Blue Shield $675.000

’ $8,306,000
Employees' Share ($1,377,768)
Net Total Annual Cost : $6,928,232

The cost of returning to a premium-only plan:

Cost of premium-only plan $9,100,000
Employees' Share ($1,456,000)
Net Total Annual Cost $7,644,000

The above figures do not include expenses for retiree coverage ot the cost of dental coverage for 2009-2010. The cost
for retirees over 65 will be approximately $§871,700. The total cost for dental coverage will be $63,880. These costs will
remain the same whether or not the County switches health insurance providers.
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