LUMPKIN COUNTY
HUMAN RESOURCES

April 29, 2015

Agenda Item:
Blue Cross/Blue Shield Health/Vision and Dental Insurance Renewal
Facts & Historical Information:

Lumpkin County Board of Commissioners provides medical/vision and dental insurance for full
time employees and elected officials. These insurances renew on July 1 of each year.

When it comes to health insurance, provider companies typically have a paid loss ratio target
range of 80 — 85%. For the past five years, the County has had a health insurance usage ratio of
well over 100% with our 2013 paid loss ratio hitting a high of 114%. This means that Blue
Cross Blue Shield of Georgia has paid out more in insurance claims on our employees than the
county has paid BCBSGA in premiums.

For several years, BCBSGA has been losing money by providing Lumpkin County’s health
insurance. As a result, Lumpkin County has endured the consequences of these high claims
costs — the county has received several premium increases of 20% - 48%. The results of these
increases have led to many plan changes including the discontinuation of free employee
coverage, plan coverages have changed several times, deductibles and out-of-pocket maximums
have been increased and premium costs for both the BOC and the employees have increased.

Once again, last year’s insurance usage (paid loss ratio), at 103%, was well over the targeted 80
— 85%; Lumpkin County paid in less premiums than BCBSGA paid out in claims costs and
BCBSGA again lost money by insuring Lumpkin County. However, the decline in the paid loss
ratio from 2013’s 114% to 103% for 2014 allowed our broker and his BCBSGA contact to
negotiate a lower price increase than Lumpkin County has experienced in the past five years.
The negotiated increase is 14%.

It should be noted that again this year, at least two other insurance companies declined to even
quote a premium cost for insuring Lumpkin County due to our continuing high paid loss ratio.

Potential Courses of Action:
A. Renew group health insurance coverage without any changes.
B. Seek other coverage.

C. Change the plan type to reduce costs even further.



D. Decline to offer health insurance coverage to employees.

Compare and Contrast:

A. Renewing the coverage as it is will allow employees to keep the plan with which they

B.

are familiar and will avoid more negative changes to this benefit.

Since two other providers have already declined to provide quotes, it is doubtful than
other coverage can be found. Additionally, the time lost in trying to find another provider
may mean that an accurate cost cannot be included in the proposed budget for 2016 and
could expose the county to the possibility that our current coverage would expire before
another plan could be found.

Changing the plan type would most likely not lead to positive changes. Options that
would be lower cost to both the county and its employees would mean much higher costs
when employees and their dependents visit their doctor’s office and much higher costs
for medications. Options that offer better coverage would likely only be available at a
cost of at least an additional $500,000 to the current $1,330,000 putting the cost to the
county’s tax payers at over $2.8 million.

Declining to offer health insurance presents issues with both employee recruitment and
retention as well as with the Affordable Care Act. In addition to forcing many county
employees to either leave the BOC’s employment to work for an employer that offers
health insurance and deterring potential employees from seeking employment with
Lumpkin County BOC; under the law, Lumpkin County BOC would also have to pay a
fine for each full time employee not offered health insurance. While this fine would be
less than the current cost of health insurance, the unintended consequences of this action
would be high.

Budget Impact:

A. An additional cost of $188,135 would need to be absorbed by the BOC. This increase

has been included in the proposed 2016 budget. Based on the type of coverage selected
(employee only — family), a small cost increase of between $4.40 - $18.97 per pay period
would be passed along to employees.

If other coverage can be found, the likelihood is strong that the cost will be higher and/or
the plan offerings will be less attractive than the benefit the BOC now offers county
employees.

A possible savings could be found, but coverages and deductibles, along with other
impacts to employees, would likely be higher.

This would result in a savings to the budget; however, the savings would be dependent on
the fines paid to the IRS in accordance with the ACA and the damage done to employee
recruitment and retention would likely negate any savings.

Staff Recommendation:

Renew the current plan and absorb the cost increase in the 2016 budget.
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