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A MESSAGE FROM YOUR BROKER,

Summer is around the corner as we approach another fall
Renewal with Alberta Blue Cross. While the weather may not
yet reflect it, warmer days are coming, and with them, some
important updates regarding your Group Employee Benefits
Plan coverage.

Alberta Blue Cross is one of the largest names in Benefits in the
province. As a not-for-profit benefits provider Alberta Blue
Cross strives to provide a comprehensive benefits plan while
keeping affordability in mind. With the group being on Rate
Guarantees for one more year, Blue Cross has come back with a
renewal pricing in rates based on a year of higher then expected
trend.

The latest trends in healthcare, such as rising drug costs and increased dental claims, are influencing overall
plan costs. Conditions like sleep apnea and the introduction of new drugs like Ozempic have posed challenges
for insurers across Canada. This year we have summarized some of the trends we are seeing in the Industry in
our Renewal package and have also provided more insight into the brand new Canadian Dental Care Plan
(CDCP) and the upcoming National Pharmacare Plan outlined in Bill C-64.

We understand that managing costs is a concern, especially amidst other financial pressures your business
may be facing. That is why we are exploring various options for clients. If you would like to look at making a
change in plan design, please let us know. Additionally, we are considering external solutions with other
carriers, such as Equitable Life, which offers a pooled plan tailored for small businesses. Our office works
directly with Alberta Blue Cross, Group Source, Manulife, Sunlife, Equitable Life, Canada Life, and many others,
to find you and your business the BEST solution.

Another option for small business is Health Spending Accounts or Lifestyle Wellness Account solutions to
complement your existing benefits or serve as standalone options. These plans provide flexibility for your
business and allow you to manage costs more effectively.

Our commitment as your broker is to ensure you have the best possible benefits program at a fair price. We
are here to guide you through all the options, with any carrier, and to help you make an informed decision
that aligns with your budget and business needs. Thank you for your continued business.

Regards,
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Lee Kinasewich
780 705 5214 ext. 1

Summit Benefits Ltd.

summitbenefits.ca | info@summitbenefits.ca
Alberta Office: (780) 705-5214
British Columbia Office: (604) 416-0250


http://www.summitbenefits.ca/
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THE 2024 BENEFITS INDUSTRY

The Group Employee Benefits Industry in 2024 is full of uncertainty. Over 2023 the industry
has seen a significant increase in drug usage. Unlike previous high drug claim years, the new
trend has mostly emphasized an increase in what is commonly known as Mid-Market Drugs.

In 2024 the industry is also preparing for both a Federal Dental Plan, and a Potential Federal
Drug plan covering some of the most expensive prescriptions on the market. Both these
programs are going to shape the future of the Group Benefits space. At this time, the Federal
Government has not provided enough information, but many Carriers are anticipating
changes in their core business practices with the release of these Federal Programs
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INDUSTRY TRENDS

Prescription Drug Claims

Drugs have become a hot issue in 2024. Half of current claim growth is due to an increase in drug
claims. Not only is the industry seeing an increase in claims, but the nature of drug claims is increasing
off the board. In 2023 the industry saw an increase in the number of claims per person, the number of
claimants, and an average higher cost per claim being submitted. This trend is expected to continue
and will result in higher drug claims for groups going into 2024 and subsequent years.

In 2014, the industry also saw a huge increase in prescription drug claims, but unlike in 2014, today
those drugs claims are coming from drugs under $10,000 instead of over $10,000. Last year GLP-1
drugs (i.e., Ozempic) drove almost 20 percent of the drug spend. Even with carriers implementing Prior
Authorization programs, this one drug is accounting for almost 20 percent of drug claims in 2023. In
2024 this trend will continue, which has Carriers going back to the drawing board on how they can
support all members and people, as obesity is a complex and chronic condition. Although weight loss
drugs are not the only element for support, they can be an important treatment for members. The
industry has also acknowledged that a better solution needs to be found to make sure all benefits plans
are inclusive of their members. As the new year approaches, Carriers will be looking to balance their
plans to make sure they are inclusive, but also affordable and sustainable for business.

One of the main drivers of prescriptions in 2023, was a new class of drugs which cost between
$3,000-$9,000 a year for common conditions afflicting millions of Canadians. This has fundamentally
shifted the average claim cost and are making prescription drugs into more of an insurance
arrangement. Note the word insurance here, because prescriptions are moving away from a day-to-day
reimbursement for drugs, and more towards a benefit line item used to protect against catastrophic
risk. This change is going to affect how prescription drugs are adjudicated by Carriers, and the industry
will start requiring more Prior Authorizations for these new drugs coming onto the market.

A handful of notable conditions that can come with an annual drugs cost of $3-9k are:

Type 2 Diabetes - almost 6 million Canadians or 14% of the population
Obesity - 31% of Canadians

Asthma - 3.8 million Canadians

Migraine - 4.5 million or 12% of Canadians

Psoriasis - 1 million Canadians

All these drugs hitting the market have seen an increase in the Trend and Inflation Factors for Health
Care, which is reflected in the Renewal Rates for 2024.

Federal Drug Plan

On February 29, 2024, the Federal Government introduced Bill C-64, An Act Respecting pharmacare
(Pharmacare Act), which proposes the foundational principles for a first phase of National Pharmacare.
The act is aiming to provide a universal, single-payer coverage to all Canadians working with the
provinces and territories for contraception and diabetic medications.
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The details for this new program are far from being finalized, but this legislation could pave the way for
Universal Pharmacare in Canada. This is something Summit Benefits is actively monitoring, as the
results of this new Act are going to fundamentally change the Benefits landscape as over 3.7 million or
9.4% of Canadians are living with diagnosed diabetes. This new program will see a reduction in plan
costs for employees, but at this time this is only speculation based on the government intention for the
program.

If the new Federal Drug Program takes effect before the end of 2024 (Proposed by Health Minister
Mark Holland), it may not affect Albertans. Health Minister Adriana LaGrange announced on February
26, 2024, after the Liberal Government unveiled plans for a National Pharmacare, that Alberta would
not participate in the program due to Alberta having “robust” coverage through the provinces own
Alberta Non-Group Program. Instead, the Provincial Government wants Ottawa” to give Alberta per-
capita funding to bolster its own programs, instead of forcing the province to sign-on to a national
program.”

This decision by the Alberta Government leaves the whole proposed plan up in the air for Albertans
and for Carriers. As events continue to unfold, there should be more information from both levels of
government on how this proposed change will affect industry and group plans.

Figure 1, Adriana LaGrange, Minister of Health for Alberta, says the province will opt out of a federal
pharmacare plan.
(Todd Korol/The Canadian Press)

Paramedical Usage is Changing

Health trends in Canada are not just affecting the prescription Drugs under Health, but also the
Paramedical Practitioners (Massage, Chiropractic, Physiotherapy, Psychology, etc.). Here the claims
are becoming more frequent (more claims per claimants) and more expensive (higher amount per
claim). Coupled, these factors have led to a much higher spend on paramedicals than in previous
years.

Under paramedicals, the industry is seeing the impact of the majority of the working population
being under age 42. These folks have a different outlook on benefits and compensation compared
to previous employment generations and consider benefits to be a part of their total compensation.
Not only have they bought into benefits being a part of their total compensation, but this
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generation of workers are also going to use that compensation, which is driving the number of
claims across all health benefit lines.

This current generation of workers has heard the message and there is no stigma around mental
health and using or looking for those resources. They are more proactive with their health while
also struggling with mental health (note that mental health usage has increased by all demographics
since 2020) and they are using more benefits that historically sat unused. This change in usage has
removed the no claims buffer that historically helped fund drug claims and higher using members.
The age-old philosophy with benefits used to be, the “young” paid into the plan, while the “old”
benefited from reduced costs. This has changed as younger workers are starting to use their
benefits plans.

Dental Fees in 2024

With Prescription Drugs and Paramedicals on the rise, Dental Fees are taking more of a back seat this
year. The 2024 Dental Fee Guide for Alberta increased by 3.62% on average, which erodes the plan
member buying power. Even with Dental Fees increasing by a lower factor than other provinces in
2024, the Alberta Dental Fee guide is still well above other provinces for total cost. The breakdown
below was prepared in January for some of the most used dental services in each province:

Dental Dental Dental Alberta British Saskatchewan Ontario
Procedure: Procedure: Procedure: Dental Fee  Columbia Dental Fee Dental Fee
the common dentist dental code Guide Dental Fee  Guide 2024 Guide
language language (shown on 2024 Guide 2024*
billing) 2024
Teeth | Dental Scaling: 11112 $160.60 $111.60 $104.00 $138.00
Cleaning | 2 Units = 30
minutes
Dental| Examination 01202 $73.85 $39.50 $42.00 $56.00
Check-up by | and Diagnosis
a dentist| of Previous
Patient
Check-up X- 2 Bitewing 02142 $54.60 $30.50 $36.00 $34.00
rays | Radiographs
Tooth Tooth 71101 $160.60 $177.00 $173.00 $159.00
Removal: Extraction:
Simple | Uncomplicated
Tooth Tooth 71201 $289.63 $300.00 $293.00 $305.00
Removal:| Extraction:
Complicated | Complicated
White Tooth Tooth 23321 $175.42 $212.00 $206.00 $200.00
Filling: Coloured
Molar: Small| Restoration:
Size| Molar: One
Surface
Root Canal: | Root Canal: 33111 $761.19 $628.00 $658.00 $750.00
Front Tooth One Canal

*Note: Ontario’s fee guide is not public. Third party sources were consulted to price out comparable billing codes to Alberta,
British Columbia, and Saskatchewan.
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Canadian Dental Care Plan

Back in 2023 the Canadian Government announced that a new Canadian Dental Care Plan (CDCP),
which would start rolling out in 2024. The full details of the plan are still being discussed, but the plan
is currently available to seniors, with a roll out schedule continuing into 2025. Letters have been
mailed out to potentially eligible seniors informing them they may qualify for the plan and inviting
them to apply. The rollout of the plan is happening in phases as outlined below:

GROUP APPLICATION OPEN
Seniors aged 87 and above Starting December 2023
Seniors aged 77 to 86 Starting January 2024
Seniors aged 72 to 76 Starting February 2024
Seniors aged 70 to 71 Starting March 2024
Seniors aged 65 to 69 Starting May 2024
Persons with a valid disability tax credit certificate Staring June 2024
Children under 18 years old Starting June 2024

All remaining Canadians Starting 2025

With the new dental plan coming online in 2025 for All Remaining Canadians, the industry will see a
shift as more Canadians qualify for the new program, and the coverage offered by the plan is
confirmed by the government. This will bring in some new Dental Options, as qualifying Canadians will
leave private plans for the government program. This year the Canadian government has asked
employers to confirm if they have dental benefits, which will be used in determining how private and
public plans will co-exist with the CDCP plans roll out.

Ottawa has provided the following eligibility criteria to qualify for the CDCP:

No access to private dental insurance.

Have filed a tax return in the previous year.
Have an adjusted family net income of less than $90,000.

Be a Canadian resident for tax purposes.

If someone qualifies for the CDCP, they are entitled to the following oral health benefits. Please note
that no further clarification has been provided regarding dental maximums for the government plan.
The CDCP has announced fee guides for each province, which fall below the current Provincial Fee
guides. This announcement has led some dentists to question if they will participate in the new plan,
since the fee guide is below the current Provincial Guides.

Please note that Dental Practices are private, which means they choose their own fees for service.
Each province has a Dental Fee Guide to function as a guide for dentists and patients, but the fee

guide is not binding when determining cost.

Services that could be covered under the CDCP include the following, with some services only

becoming available in fall 2024:

« preventive services, including scaling (cleaning), polishing, sealants, and fluoride.
e diagnostic services, including examinations and x-rays.

e restorative services, including fillings.

e endodontic services, including root canal treatments.

e periodontal services, including deep scaling.
e oral surgery services, including extractions.
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INDUSTRY TREND SUMMARY

In 2024 the industry has seen a shift in usage with younger Canadians having higher utilization than
historical data. These increases in claims are driven by more claims being made on all health items, and
higher per dollar costs for each claim. These claims are going to cause Plan Sponsors (Employers)
Benefits costs to increase in 2024 as claims rise.

Even with rising costs, there could be some price relief coming in the latter half of 2024 and 2025 as
the government rolls out is new Canadian Dental Plan (CDCP) and its new National Pharmacare
program. Both programs would reduce costs for private plans, while providing coverage to more
Canadians.

As more details are shared by Ottawa on these new programs, Summit Benefits will continue to
monitor these programs and help advise on how Plan Sponsors can utilize these programs to enhance
their current benefits offering while keeping the costs sustainable. For more insight into what is being
seen in the industry, please reach out to the Summit Benefits office. We would be happy to expand on
what we are seeing in the industry and how the Group Benefits are shifting due to the changing
trends post COVID and in 2023.

At a Glance
Drug Costs Are Rising National Pharmacare Proposed
Due to new drugs in the 3-9 Thousand Dollar Ottawa has proposed a National Pharmacare
Range to treat common conditions program which could help alleviate some of the
higher cost drugs, and layout a future for future
expansion.
Alberta Dental Fee Increase NEW CDCP Launching
Alberta Dental Fees increase by 3.62% whichis ~ Ottawa is rolling out its Canadian Dental Care
lower than 2023 6.8%. Alberta Fees continue to Plan over 2024, which will change how
outpace other provinces in Canada insurance companies administer their dental
benefits.
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COMPARING YOUR RENEWAL

Attached with this document is your 2024 Renewal. Once you receive your renewal, you will want
to know how it was prepared. The following pages cover how your Renewal was calculated, and
how it would compare to other Insurance plans.

1. Experience-Rated or Traditional renewals are calculated based on premiums collected vs
claims made. If the group’s premiums are above claims, the carrier will usually provide a
discount on the rates. If the opposite is true and claims exceed premiums, groups will likely
see an increase come renewal.

2. When looking at a Renewal, the carrier will provide the total claims for the period and
premiums collected. Assuming the Loss Ratios are Gross (Not Net) the Ratios can be
compared to the Target Loss Ratio (TLR). The TLR on a group is the admin fees charged
by the carrier (discussed below). When comparing the TLR to the Loss Ratios. The
following table provides a breakdown of Loss Ratios and Common Action seen by carriers:

LOSS RATIO DESCRIPTION RATE ACTION
<TLR Loss Ratio is less than the TLR -15% to -10%
=TLR Loss Ratio is equal to or close to the TLR 0%
>TLR & <100% Loss Ratio is greater than the TLR but doesn’t 5% to 10%
exceed 100%
>TLR & >100% | Claims were higher than all premiums collected 15% to 30%
>TLR & >150% | Claims were more than 150% of Premium 70% +

3. TLRs are important as they denote the carrier's admin fees. Admin fees include the
following expense:
¢ Plan Cost for the carrier
e Pooling Charges for prescription drugs
¢ IBNR (Incurred but not recognized) charges.
e Carrier profit on the group
To truly lower one’s benefits costs, a firm should look for the lowest admin fee from the
carrier or the highest TLR.
4. Once loss ratios have been calculated, the Carrier will then factor in Trend and inflation.
This is the expected increase based on the cost of each service increasing.

Your trend and inflation for 2024 is 12.00% for Health

and 9.50% for Dental based on the Renewal.

5. All of this is applied to get the group’s overall renewal rate, which can be found in your
groups 2024 Renewal Package.

6. Once a Renewals is calculated, it comes to our office before going out to Plan Sponsor.
When we receive the Renewals, we usually go back to the Carrier to negotiate on the rates
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if we think there is room for improvement. The most common things we look for in a
Renewal are:

a. Is a group on the cusp of one of the tiers? If a group is on the line, we will
negotiate them down into the lower tier.

b. What is the claims pattern on the group? Deviations from the mean could mean
an irregular year or one-off claims. If we think claims are one off, we will ask the
carrier to lower the rates.

c. Are the loss Ratios Fair for the increase? Many carriers will push for a larger
increase on bad losses then are fair. To help alleviate cost spiking, we will work with
the carrier to smooth out costs and provide a more realistic increase.

If you would like to discuss your renewal in depth with our broker, please reach out to our office.
This section is designed to highlight some of the things we look for but is not an in depth on how
renewals are priced or negotiated. If you would like specific information on your group’s renewal,
we would be happy to chat about what see in the Renewal Package.

Trend and Inflation

Inflation is a hot topic in Canada with 2023 being a big year for the Bank of Canada. Current
Inflation is currently hovering around 2.9%, a steady decline from the peak of 8.13% in June of
2022. From the Group Plan perspective, inflation is built in with industry trend to calculate Trend &
Inflation, a metric used to calculate how a plan will perform next year with increased healthcare
costs and new drugs entering the market. Trend & Inflation differs between carriers, with the below
analysis looking at 18 different carriers popular in Alberta.

Industry Extended Health Trend & Inflation 2024

Benefits By Design
Victor Benefits 10
Desjardin Insurance |
Blue Cross Alberta | 1
) Equitable Life |
8 Industrial Aliance | 12
S Empire Lite |
g MAX Beneiits | 10
8 Co-Operators Insurance |
- Sun Life Financial | 8
o Manule Financial - |
g Group Source | 6
g Canada Life - |
B Beneva Insurance | 4
ReC I
Sirius Benefits - | 2
Chambers Plan - |IEEEEEEE
Blue Cross Saskatchewan || EGNGINGNGNGNEEEEEEEEEEE 0
0.00% 2.00% 4.00% 6.00% 8.00% 10.00% 12.00% 14.00%  16.00%
0.00% 2.00% 4.00% 6.00% 8.00% 10.00% 12.00% 14.00%

2024 Trend & Inflation Increase

Health Trend is tough to calculate, as the Carriers do not share all the data they have regarding
claims. Since they do not share the data, it is hard to understand the driving forces at a micro level.
The two main forces which are hard to distinguish are increases in cost and increases in usage.
Carriers have said both are factors in 2024, but without the data to corroborate this, we cannot
confirm the main driver for Trend. This being the case, we can still look at the benefit line items and
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see what is happening in the marketplace. From this we have extrapolation we can confirm what the
Carriers are telling us.

1. Usage has increased - Increase in Paramedical usage and drug plan usage are signals that
claims number have increased in 2024 over 2023.

2. Costs have increased - paramedical services costs, and prescription drug usage especially for
medium cost drugs in the $3,000 - $9,000 range indicate that costs are going up.

Unfortunately, we do not have the data to look at how each of these line items and its contribution,
but based on the statistics we see plans are getting hit double this year with both Usage and Costs
being driving forces behind claims. Building on that, the main driver for health appears to be
increased usage and cost of drugs, over paramedicals, but both have increased substantially.

Industry Dental Trend & Inflation 2024

Benefits By Design

Equitable Life 16
Empire Life
Group Source 14
Victor Benefits
w  MAX Benefits 12
'% Co-Operators..
g—l\/lanulife Financial 10
8 Chambers Plan
g Canacalic :
5 siius ererts [
o 6
= sun Lte Financiol |
Blue Cross Alerta | .
Desjardin Insurance _
Industrial Alliance _ 2
Blue Cross.. .
0.00% 2.00% 4.00% 6.00% 8.00% 10.00% 12.00% 14.00% 16.00%

2024 Trend & Inflation

Where Health is difficult to see the cost increase, Dental is much easier to see utilization vs line-
item increases.

Specifically in Alberta Dental Fees increased by a factor of 3.62% (the amount increased by the
Alberta Dental Fee Guide). This is the smallest increase in Canada, but still has Alberta Dental Fees
above those in other provinces. Since inflation is at 2.9%, the main driver this year for Trend &
Inflation in Dental is an increased utilization of the benefit.

Over 2023 Dental Claims increased significantly for small businesses, with the Average Dental visit
for a cleaning coming to about $600 (with X-rays). With the costs on the rise, Carriers are starting to
price in higher Trend & Inflation to keep the benefit cost in line with that they are seeing on the
claims side. Alberta has some of the highest dental fees in the country, which is also driving costs as
each year more Albertans go to the dentist driving up utilization.
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CONCLUSION

The Benefits industry has been rife with discounts to try and lock in groups. With claims peaking at
an all-time high in 2023, Carriers are starting to assume the trend is no longer COVID and a new
normal for the industry. Discounting new business has led the industry to bounce around small
businesses, which is causing huge losses for carriers and leading to greater increases in benefits
cost. This tactic is something that is only increasing as benefits costs are on the rise, which leads to
Benefits Nomads who travel between a string of Carriers for lower rates, only to blow up the plan
come renewal and move onto another carrier. As the industry suffers record losses on claims,
Carriers are tightening their belts and declining to quote on business that they perceive to be too
volatile or unprofitable. This tightening of plans can make it tough for current groups who must
shoulder some of the costs of Benefits Nomads.

All hope is not lost for the industry, as underwriting is adapting to these new trends and changes.
Not only is this fundamentally changing the industry, but with the government stepping in with the
CDCP and Federal Drug Plan, the Benefits Industry should see a decrease in some of its most
expensive line items, which will help drive down costs in 2024-2025, helping to bring Trend and
Inflation down to a manageable level, and bringing some of the certainty that is missing in the
current Benefits space.

As your group approaches its 2024 Renewal, Summit Benefits is here for you and your business. If
you would like to explore some different options, we are committed to helping our clients find the
BEST fit. Please feel free to reach out to our office at any time to discuss the changes in the
benefits space.
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