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REVIEW COMMITTEE OF THE MEDICAL AND 
LIFE INSURANCE PROGRAMS

ANNUAL REPORT 2014 

The Review Committee of the Medical and 
Life Insurance Programs (hereinafter, the 
Committee) is pleased to submit the report 

on activities for the year 2014 to plan participants.  

This report includes the Medical Insurance Benefits 
Account Independent Accountant’s Review Report 
and Financial Statements for the aforementioned 
period.  The financial statements were reviewed 

by the independent accountant firm KPMG. 

The Medical Insurance Program (hereinafter, the 
Plan) spent US$57.31,2 million in claims in 2014. 
Available reserves at the end of the year totaled 
US$33 million or the equivalent to 7 months of 
claims. Figure 1 shows a decline in the level of 
reserves compared to 2013 due to a deficit between 
premium contribution and claims expenditures.

1 All amounts in US dollars
2 This amount includes pharmacy rebates deductions

Figure 1

Source: Bank Records 
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DEMOGRAPHICS ANALYSIS 

As of December 31, 2014 the Plan had 9,6163  
members including active staff, retirees, and their 
eligible dependents. 

General Data:  As of December 31, 2014, the Plan 
covered 2,070 active employees, 1,944 retirees, 
and 5,602 dependents. The total plan membership 
increased by 0.9% from the previous year. 45% of 
plan members are 51 years of age or older and 31% 
are 61 years and older. 

Figure 2

Source: Bank Records

Place of Residence: Approximately two-thirds 
(65%) of the plan members covered resided in the 
United States, and the remainder (35%) resided 
abroad.  These percentages in the geographic 
distribution of our membership did not change 
from 2013.

Ratio of Dependents per Participant: The average 
was 1.98 dependents per active participant and 0.78 
dependent for every retiree participant in 2014. 

3 Includes plan members on offline status (or Cobra); a temporary 
continuation of coverage upon discontinuation of employment. 
Plan members can elect to continue in offline status while paying 
the full cost of the coverage for up to 23 months.

PLAN UTILIZATION 

In 2014, the Plan incurred US$59.84 million in 
claims of which, 65% were medical, 26% were 
pharmacy and 9% were related to dental services.

Table 1 

US-based Non-US 
based

Total

Medical $28,927 $10,053 $38,980
Rx $13,740 $1,553 $15,293
Dental $4,443 $1,120 $5,563

$47,109 $12,726 $59,836

Source: Third Party Administrators Records5

US-BASED POPULATION 
UTILIZATION 

Figure 3

 

Source: Third Party Administrators records

MEDICAL 

In 2014, the US-based population incurred US$47.1 
million in claims up from US$42.0 million in 2013. 
Of this amount, US$28.9 million was related to 
medical claims. 

4 Plan utilization figures do not take into account deductions 
or inclusions (e.g. pharmacy rebates, recoveries et al) 
5 Third Party Administrators (TPAs) are defined in section 
Administrative Fees
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US-based medical claims experienced an increase 
of 8% per member per year (PMPY) compared to 
6.6% in 2013.

Non-catastrophic claims increased by 2.9% 
percentage points PMPY in 2014 and contributed 
1.8% to the overall PMPY increase.

Catastrophic6 claims increased by 51.9% PMPY and 
contributed 5% to the overall PMPY increase. The 
cost of medical care and increased utilization were 
the main factors, consecutively, in the PMPY increase. 

The following figures provide a snapshot of the 
medical plan in 2014 based on data provided by 
CIGNA: 

• US$4,663 cost PMPY
• 49.3% of population have chronic7 conditions  

6 Catastrophic cases: claims exceeding a specific annual cost. 
For the purposes of this report US$75,000 for non-US based 
claims, and US$100,000 for US-based claims
7 A chronic disease is a long-lasting condition that can be 
controlled but cannot be cured

• 77.6% of expenditures are related to chronic 
conditions  

• 32 catastrophic cases accounted for 13.6% of the 
total cost (including pharmacy related costs)

• Emergency room utilization was 55% above the 
norm8

• Utilization of advanced radiological services 
(MRI, PET, & CT Scans) was more than 50% 
above the norm 

• The top five conditions (musculoskeletal, 
neoplasms, mental disorder, cardiovascular, 
general medical visits) contributed 53% of the 
cost. Musculoskeletal was the largest expenditure 
contributor in the current period, at 17.8% 

8 Norm: refers to claims experience of plans of similar 
demographics

TOP CONDITIONS US-BASED POPULATION 

In 2014, the top 5 condition categories PMPY were: 

Figure 4

Source: TPAs records
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The top five conditions contributed to 52% of the 
overall plan spend. Of the catastrophic related 
claims, 46% were related to neoplasms (cancers), 
and 21.4% to circulatory conditions. 

US-BASED POPULATION COST 
DRIVERS 

The cost drivers unique to this group included: 

1. Pharmacy costs represent a significant 
portion of the overall claims spend (29%). 
Generic utilization is still below benchmarks. 
6% of prescriptions are filled with brand name 
drugs that have a generic equivalent. Single 
source (brand name) drugs account for 23% 
of the volume but represent 62% of the total 
pharmacy costs. Lastly, since pharmacy co-
pays have not been increased in approximately 
18 years, the Plan has been absorbing the 
difference or the current equivalent of 97% of 
pharmacy costs. 

2. Increase in the frequency of emergency room 
(ER) related claims associated with non-
emergency situations which can cost up to 
3 times more to the Plan versus visits to an 
urgent or convenient care clinic. This trend 
continues from previous years. 

3. Dependent parents have claims costs 
approximately twice the cost per member per 
month than other member types.

4. Higher than norm utilization of diagnostic 
tests (i.e., more MRIs, cat scans, and lab work). 
This trend continues from previous years.

5. Medical inflation –overall cost increased for 
office visits, outpatient services and surgical 
procedures.

PHARMACY 

In 2014, the US-based population spent US$13.7 
million in pharmacy related claims. This represents a 
10.6% overall increase compared to 2013. Specialty 
drugs increased by 14.5% and non-specialty drugs 
by 9.7%. 6% of drug prescriptions are filled with 
options which have a generic equivalent. The 
overall generic utilization (71.9%) fared below the 
norm (82%). 23% of specialty drugs spend under 
the medical benefit is being driven by drugs used 
to treat neoplasms (cancers). 

The top 10 drugs by total spend in 2014: 

Table 2

Drug Treats Amount
1 Crestor Cholesterol $609,191
2 Nexium Ulcer/heart burn $432,222
3 Revlimid Cancer $388,288
4 Follistim Aq Infertility $216,695
5 Syprine Poisoning $185,456
6 Restasis Dry eyes $175,880
7 Jakafi Cancer $174,786
8 Cialis Erectile 

dysfunction
$173,092

9 Xenazine Movement 
disorder

$167,868

10 Enbrel Arthritis $165,156

Source: TPAs records

The next 5 drugs by total spend treat asthma, 
erectile dysfunction, psychosis, infertility, and 
arthritis.   
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The top 10 drugs by cost per prescription: 

Table 3

Drug Treats Cost per 
Prescription

# of 
Prescriptions

1 Sovaldi Hepatitis C $28,560 3
2 Olysio Hepatitis C $22,562 3
3 Simponi Arthritis $18,553 1
4 Syprine Poisoning $18,456 10
5 Jakafi Cancer $17,479 10
6 Stelara Psoriasis $15,308 1
7 Avonex Multiple Sclerosis $14,946 1
8 Gilenya Multiple Sclerosis $14,893 1
9 Avonex Pen Multiple Sclerosis $14,047 5
10 Xenazine Movement disorder $13,989 12

Source: TPAs records

The next 5 drugs by cost per prescription treat 
cancer, Parkinson’s disease, multiple sclerosis, and 
narcolepsy.   

DENTAL 

In 2014, the US-based population spent US$4.4 
million in dental services related claims compared 
to US$4.2 in 2013. 

Overall, the Plan experienced higher utilization 
of diagnostic and preventive care services and 
lower utilization in other service categories. After 
preventive care, US-based plan members utilized 
the most; major restorative, basic restorative, and 
periodontics dental services.  

In 2014, the top 10 drugs plus the next 10 
accounted for 0.1% of the overall prescription 
volume (121 prescriptions) and 11.7% of the total 
spend in pharmacy. 

NON-US-BASED POPULATION 
UTILIZATION 

Figure 5
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TOP CONDITIONS NON-US-BASED POPULATION 

In 2014, the top condition categories PMPY: 

Figure 6

Source: TPAs records

In 2014 the non-US-based spent US$12.7 million in 
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NON-US-BASED POPULATION COST 
DRIVERS

The cost drivers unique to this group include: 

1. Total spend for prescription drugs purchased 
in the USA have increased by 14.3% for the 
retiree population.

2. Few countries account for a majority of costs. 
Some notable examples: Brazil has 8% of 
enrolled members and 12.6% of the claims 
expenditures, Chile has 5.6% of members and 
spent 7.2% of the total claims cost. 

3. Continued shift of plan members seeking care 
in the United States (19% of total costs) and 
other countries where the cost of medical care 
has also increased in recent years. 

CATASTROPHIC CLAIMS

In 2014, the Plan spent approximately US$7.38  
million in catastrophic claims. 

Compared to 2013, catastrophic claims as a 
percentage of total claims increased for the 
US-based and decreased for non-US-based 
population. 

The TPA for US-based claims defines catastrophic 
claims as those over US$100,000 per claimant. 
The non-US-based TPA defines catastrophic 
claims as those over US$75,000 per claimant.

Table 4

Percentage of Total Claims 
Year US-based Non-US-based

2013 9.7% 18.9%
2014 13.6% 13.7%

In order to avoid a higher financial impact to the 
Plan and mitigate risk volatility stemming from 
unpredictable catastrophic claims, the Plan is 

protected by a stop loss insurance policy9, which 
in 2014 had a specific deductible amount of 
US$450,000 per covered person.  

In 2014, the Plan did not experience claims above 
the deductible amount. 

US-BASED CATASTROPHIC CLAIMS

In 2014, the Plan expenditures in catastrophic 
claims totaled US$5.64 mi. in 2013, this figure 
totaled US$2.84 mi.

The average cost of a catastrophic claim was 
US$176,225 in 2014, compared to US$142,163 in 
2013. Catastrophic claims contributed to 5% of the 
overall increase in costs while in 2013 it contributed 
3.3%. 

32 claims reached the US$100,000 threshold 
compared to 20 in 2013.  These claimants were 
treated for neoplasms, general medical diagnosis, 
neurological, and musculoskeletal condition 
categories. 

NON-US-BASED CATASTROPHIC 
CLAIMS 

In 2014, the Plan experienced US$1.74 mi in 
catastrophic claims compared to US$2.25 in 2013. 

The average cost of a catastrophic claim decreased 
to US$124,694 in 2014. 

There were a total of 14 catastrophic claims 
compared to 15 in 2013. 69% of the catastrophic 
claims for the non-US-based population were 
associated to retirees. 

Leading causes of catastrophic claims 
included neoplasms treatments, accidents, 
gastroenterological and musculoskeletal 
conditions. 

9 Stop loss coverage: Insurance that provides protection 
against catastrophic or unpredictable losses
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LIFE INSURANCE AND LONG 
TERM DISABILITY

AIG was the Bank’s Life, Accidental Death & 
Dismemberment (AD&D) and Long-Term Disability 
(LTD) insurer in 2014.  

LTD Program highlights: 

1. 7 members in LTD status 
2. 3 new cases 
3. One claimant exited LTD due to retirement 

and another to death   

Life Insurance Program highlights: 

1. 4 death claimants; 3 employees and 1 spouse 

ADMINISTRATIVE FEES 

Plan members’ claims are processed by Third 
Party Administrators (TPAs). CIGNA Healthcare 
processes claims for US-based members. CIGNA 
IGO processes claims for non-US-based members. 

A TPA is defined as a company that administers 
self-funded employee benefit plans such as 
medical, dental and vision, among others.  TPAs 
can also assist clients such as the IDB with 

designing and implementing benefit updates, 
network access, billing/collecting of funds among 
other tasks on behalf of the IDB.

In addition to TPA related administrative fees, the 
Bank also incurs costs related to the life insurance 
& long-term disability insurance carriers’ premium 
fees, Medicare part B premium reimbursements 
for eligible retirees, premium fees for stop loss 
coverage, among others. 

In 2014, the Bank incurred US$2.55 mi in 
administrative fees which are currently not paid 
out of the Medical fund and therefore, are not 
included in the Plan funding rate development. 

Table 5

2014 2013
Third Party 
Administrators  

$2,003 $2024

Life & LTD 
coverage

$12 $11

Stop loss 
coverage 

$537 $592

Total $2,552 $2,627 

Source: Bank Records
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FINANCIAL ANALYSIS

The Bank’s independent accountants KPMG 
reviewed the financial statements of the Bank’s 
Medical Insurance Benefits Account for 2014. 

KPMG issued their corresponding review reports 
on the financial statements. Based on their review 
they are not aware of any material modifications 
that should be made to the financial statements 
in order for them to be in conformity with U.S. 

generally accepted accounting principles.

As shown in detail in Annex 4, the Plan experienced 
a net deficit of US$3.5 million in 2014.  This deficit 
further decreased the Plan reserves down to 
US$33 million from US$36.6 million in 2013. 

This downward trend, shown in figure 7, 
commenced in 2013 indicates current premium 
levels are not adequate to fund the plan and 
warrants a premium increase in 2016.

Figure 7

This conclusion follows a detailed analysis of the 
Plan utilization and financial sustainability. The 
results of which will be used by the Committee 
and Management to guide the design and 
implementation of cost containment strategies.

$70,000

$60,000

$50,000

$40,000

$30,000

$20,000

$10,000

$-
2009 2010

Contributions Claims expenses

2011 2012 2013 2014



12 REVIEW COMMITTEE OF THE MEDICAL AND LIFE INSURANCE PROGRAMS

THE COMMITTEE WORK PLAN 
AND ACHIEVEMENTS IN 20141 

The Committee is an advisory group for the 
administration of the Medical and Life Insurance 
Programs.  It was assigned to review the plans, 
ensure the efficiency thereof, recommend an 
adjustment if needed in the structure, and make 
recommendations to improve the functioning of 
the Medical and Life Insurance Programs. 

The Committee’s activities for the year 2014 
included:

1. Review of Summary Plan Description (SPD). 
Thorough review of the SPD used by the Plan’s 
TPAs to ensure that benefits’ design has been 
correctly coded into their systems.  

2. Premium level and Reserve Considerations.  
Annual financial review of the medical insurance 
program along with other relevant financial 
information. 

3. Review new TPA contract for US plan based 
member claims 

4. Health Care Reform. Monitor the changes 
stemming from the Affordable Care Act 
(ACA) and discuss potential adjustments 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

1  See annex 1 for Committee members information

 to the Plan based on current market approaches 
and best practices of peer organizations.

5. Dental and Vision Benefits Review.  Review the 
Plan’s dental and vision benefits.

6. 2013 Annual Report.  Prepare and distribute the 
2013 Annual Report to plan members.   

7. Claims Audit.  Review the results of the claims 
audit performed in the 2013-2014 period.  

8. Review information related to the Post-
Retirement Benefit Plan for 2013. 

9. Review coverage levels and funding rates for 
the life and accidental death & dismemberment 
insurance coverages. 

The Committee’s work program for the year 2015 
included:

1. Review medical program handbooks 
2. Discuss the cost and financial impact of including 

speech therapy and autism intervention 
coverage for plan members with developmental 
delays and autism 

3. Review financial statements 
4. Review the Plan’s sustainability, premium levels, 

and reserves’  utilization 
5. Review of 2014 utilization reports by both Cigna 

Healthcare and Cigna IGO 
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ANNEX 1

THE REVIEW COMMITTEE OF THE LIFE AND MEDICAL INSURANCE 
PROGRAMS 2014 MEMBERS 

Representatives of Retirees     

Isabel Larson, Principal (2008 - Present)
Helmuth M. Carl, Alternate (2009 - Present)

Committee Secretary and Division Chief, 
Compensation, Benefits & HR Services 

Diego Murguiondo (2012 to Present) 

Committee Secretariat 

Alejandra Vallejo (2012 - Present)            
Marcelo Wright (2013 - Present)
Tatiani Fontes (2013 - Present)

Committee President    

Isabel Larson (2012 - Present)

Representatives of Active Participants  

Valentina Sequi, Principal (2011 - Present) 
Leslie Stone, Principal (2013 - Present)
Diana Margarita Pinto Masís, Alternate (2013 - Present)
Jose Juan Gomez, Alternate (2013 - Present)

Representatives of the Administration 

Alberto Suria, Principal (2007 – Present)
Kurt Focke, Principal (2013 - Present) 
Marta Abello, Alternate (2013 - Present)
Rita Bettiol, Alternate (2013 - Present)
Diego Buchara, Alternate (2013 - Present)  
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ANNEX 2

DEMOGRAPHIC DATA FOR THE MEDICAL INSURANCE PROGRAM 
As of December 31, 2014 

Residents
Type of Participant USA Other Countries Total

Active employees and their dependents 4,089 2,054 6,143
Active employees 1,384 651 2,035

Dependents 2,680 1,393 4,073
Other 25 10 35

Retirees and their dependents 2,159 1,314 3,473
Retirees 1,201 743 1,944

Dependents 958 571 1,529

Total population covered 6,248 3,368 9,616

Source:  Bank records
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ANNEX 3

FINANCIAL PERFORMANCE OF THE PROGRAM  
For the years ended December 31, 2014 and 2013

2014 2013
Contributions

Active employees  $9,469  $9,432 
Bank  $18,293  $18,178 

Total contributions  Active employees  $27,762  $27,610 

Retirees  $8,618  $8,436 
Bank  $17,236  $16,872 

Total contribution Retirees  $25,854  $25,308 

Total contributions  $53,616  $52,918 

Benefits  
Active employees  $29,790  $28,177 

Retirees  $27,542  $25,763 
      Total  $57,332  $53,940 

Operating surplus (deficit)  $(3,716)  $(1,022)
Active employees  $(2,028)  $(567)

Retirees  $(1,688)  $(455)

Other
Reinsurance receipts & US Medicare Part D Subsidy  $188  $288 

Active employees  $  -    $(152)
Retirees  $188  $440 

(Increase) decrease in unclaimed benefits  $(130)  $(724)
Active employees  $(9)  $(349)

Retirees  $(121)  $(375)
 
Contributions over (below) claims paid and other items  $(3,658)  $(1,458)

Active employees  $(2,037)  $(1,068)
Retirees  $(1,621)  $(390)

Interest and income from investments  $199  $253 

Program surplus (deficit)  $(3,459)  $(1,205)
Reserves  $33,097  $36,556 

Source:  IDB Financial Statements 
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ANNEX 4

INDEPENDENT ACCOUNTANTS’ REVIEW
REPORTS AND FINANCIAL STATEMENTS 

As of December 31, 2014 


















