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administrative circularPRIVATE 
ORIGINATOR:  Human Resources Management Division
No. 2006/04.E
ENQUIRIES TO BE DIRECTED TO:   Social Security Group, AFHS
Date:  22 February 2006

(ext. 55938/54253)

2006 Medical Insurance Premium Rates Review

New Network in USA for Vanbreda and

Tendering of the BMIP/MMBP Contract

1.
This is to advise staff of an increase in the premiums to be paid by active and retired staff as well as the participating Organizations (FAO, WFP, IFAD and ICCROM) for the Basic Medical Insurance Plan (BMIP) and the Major Medical Benefits Plan (MMBP).  With effect from 1 January 2006, Staff Medical Insurance premiums have increased by approximately 14.4%.  The increase in premiums has been monitored by the Joint Advisory Committee on Medical Coverage (JAC/MC) for the past 6 months, who reluctantly agreed with the necessity to implement the new premium rates which are specified in detail in the table at the end of this Administrative Circular.

2.
The contract with Assurances Générales de France (AGF) and Vanbreda International includes a formula for the annual re-determination of the medical insurance premiums for the plan. In order to mitigate the effect of yearly medical inflation, the formula allows for medical inflation to be averaged over the preceding three years.  While the 2005 claims increased by only 7%, claims during the preceding two years had actually increased by 26% and 17% respectively, figures that were substantially greater than the actual premium increases of approximately 16% per annum passed on to Participants during that period. In fact, the maximum allowable increase in premiums under the current contract with Vanbreda-AGF continues to be 15% per annum.

3.
The actual effect on participants is, however, subject as usual to the maximum contribution caps of 5% of the gross salary for staff, and 4% of the full pension (or 4% of 32% of pensionable remuneration if greater) for retirees.  The caps lead to a different pattern of increase in BMIP premiums on participants, based on their salaries/pensions as well as family size. As such, 53% of staff members will not incur an increase in their medical insurance premiums in 2006, as the premiums exceed 5% of their gross salary. Similarly, two-thirds of the retirees are not incurring any increase in their medical insurance premiums since the premiums are greater than 4% of their full pension.

4.
The impact of such increases in costs comes at a very difficult time for all concerned. Staff salaries and retired staff members’ pensions have not increased significantly, and the Organization’s budget is under substantial pressure.  This matter is being discussed by the JAC/MC which has, as one of its mandates, to advise the Director-General on matters including the long term financial viability of the Medical Insurance Plan.  This matter will continue to be studied by the Joint Advisory Committee in conjunction with a major Medical Plan Review study currently being conducted by Hewitt Associates, an actuarial consulting firm. 

Vanbreda Network in the United States of America (USA)

5.
With a view to expanding their network of discounts and facilitating payments to hospitals in the United States, Vanbreda International has established a new relationship with United Healthcare (UHC), the largest medical providers’ network in the USA.  UHC offers direct access to an extensive health services provider network at pre-negotiated rates resulting in considerable discounts for the participant and the plan. A second personal ID card is available from Vanbreda upon request (Email:  gp1@vanbreda.be) for those who are getting treatment in the United States.  More information on the co-operation with UHC is available on the FAO dedicated pages of Vanbreda’s website at http://www.vanbreda-international.be.  More information on UHC list of providers in the United States can be found at http://unitedhealthcare.com/uhc/files/interactives/18/. Currently, the free-choice-of-provider principle remains applicable.

Tendering of the Contract

6.
Since the current 5-year contract with Vanbreda ends on 31 December 2006, the Organization, under the direction of the Procurement Service (AFSP) and with the guidance of the JAC/MC, is tendering the contract.  Following publication of Calls for Interest in international journals, a short list of insurers and administrators has been identified.  The request for proposals for the current plan of benefits has been sent to the short-listed firms.  The bids which are due in spring 2006 will be reviewed by a Technical Evaluation Panel which will submit its recommendations to the Director-General.

7.
The Social Security Service in AFH will continue to inform of developments on the above-mentioned matters.  Should you have questions about the premium changes or any aspect of the Medical Insurance Plan, you can contact the Social Security Service either by email at Medical-Insurance@fao.org or by telephone on extensions: 55938 or 54253.

BMIP/MMBP Premium Rates as at 1 January 2006

	Participants
	      Euro Premium 
	US Dollar Premium 

	
	BMIP
	MMBP
	BMIP
	MMBP

	Staff member only
	119.93
	13.65
	110.07
	12.53

	Staff member + 1 family member
	239.85
	27.29
	220.15
	25.10

	Staff member + 2 family members
	301.71
	34.09
	277.35
	31.39

	Staff member + 3 family members
	363.55
	40.89
	334.55
	37.65

	Staff member + 4 or more family members
	425.40
	47.73
	391.76
	43.94



Khalid Mehboob


Assistant Director-General a.i.
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