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Buyer’'s Guide
to Dental Benefits

Since 1986, the ADA's Council on Dental
Benefit Programs has offered free information
to employers and benefits professionals about
dental benefits options. This information is
made available through the Council's Dental

Benefit Information Service.

This brochure is intended to educate readers
about the types of dental plans in the market,

in order to help you find the plan that is right
for you and your company. It offers specific
questions for you to ask before changing or
selecting a new dental plan. It also will help you
to determine who should be covered under your
plan and how coordination of benefits should be
determined. Near the end, a glossary of terms
is provided. Finally, you will be encouraged to
utilize the ADA's Plan Analysis Service, which
provides a review of your current or proposed

plan at no charge.

If you have further questions, please contact
your broker, benefits professional, state dental
society or the Dental Benefit Information Service

directly at 312-440-2746.



Why Offer a
Dental Benefit?

Offering a dental benefits plan makes economic
sense. A frequently overlooked reason for
employee absences or poor work performance
s dental disease or discomfort. And, as every
human resources professional knows, days lost

can mean money lost.

In addition to promoting oral health, a quality
dental benefits plan can aid in the recruitment
and retention of employees. Dental benefits are
consistently cited as one of the most sought after

employee benefits.

The Difference between Medical and

Dental Needs and Treatments

Fortunately, offering a dental benefits plan to employees
can be affordable.

Due 1o the dental profession’s promotion of fluoride,
sealants and other preventive dental care, oral health

in America has generally improved. According to data
provided by the U.S. Department of Labor's Bureau of
Labor Statistics, the cost of dental treatment has risen
significantly less than the cost of medical weaunent in
the past few decades. In addition, dental needs and
treatments differ from medical needs and wearments, The
points helow illustrate the differences between the two:

MEDICAL NEEDS AND WHEREAS MOST DENTAL MEEDS

AND TREATMENTS ARE:

TREATMENTS CAN BE:

Unpredictable Predictable

Catastrophic Non-catastrophic

High cost Low cost

An insurable risk Low risk

As such, the design of a dental plan can differ from
that of a medical plan. Dental disease is most often
preventable: dental treatment begins with relatively
low-cost diagnostic procedures, such as exams and
x-rays. If decay or disease is detected, the sooner it is
treated, the less expensive that reatment will be. The
dental needs of an employee group are highly predictable.
For this reason. o dental benefits plan can often be
self-funded. Extremes in cost and urilization (evident
in many medical benefits) are rarely observed with
dental statisties.

In summary, when deciding whether to self-fund or fully-
insure a dental benefit plan, remember the following
important points:
Dental disease is preventable,
Early detection and treaunent of dental disease is
most efficient and least costly.
The need for demal care is universal and ongoing
rather than episodic.
The public’s need for dental care is highly predicrable.
The dental needs of individuals within a specific
group, however, may vary considerably,




Before Selecting or Changing Your Dental Plan

Before selecting or changing a dental plan, there are
some important things to consider. Some plans require
patients to choose a dentist from a limited list of dentists.
Choosing from a list is not the same thing as [reedom of
choice. If your dentist. for example. is not on such 4 list,
don’t hesitate to ask why he or she has elected not 1o
participate.

Fully insured dental plans are typically business arrange-
ments between an insurance company and an employer,
Most plans are designed to pay only a portion of the
patient’s dental expenses. However, dental plans may
exclude or limit certain treatments, such as dental sealants,
which can prevent tooth decay and save you money later
on. Carefully read the plan and know its limitations. 1f a
plan doesn’t cover a procedure that is recommended by
the dentist, this does not mean that the treatment isn't
appropriate or needed.

In a selfinsured plan, on the other hand, the employer
generally has more flexibility 1o determine what dental
expenses will be covered. However, many sell-insured
plans are administered by insurance companies under
an “administrative services only,” or ASO, agreement.
In such cases, the insurance company’s standards and
procedures will asually determine what benefits are
covered, even though the plan is self-insured.

Also, some plans do not cover pre-existing conditions,
which are dental problems, such as missing teeth, that
cxisted when the employee was first employed. Others
may not cover dental implants, specialist referrals ar
other dental needs. Even when the patient and the
dentist agree on the appropriate treatment method for
vour condition. the contract provision of the dental
plan mav only pay a portion, or pay only for the least
expensive alternative treatment (LEAT) as determined
by the insurance company.

Dental plans may use the terms “usual, customary and
reasonable” (UCR) to determine the portion of the dental
treatment fee they will pay. UCR reimbursement levels
are determined by different methods by the dental plan
administrators. They may vary a great deal among plans
— even when those plans operate in the same area,

The fee the insurance company determines to be
“customary” may be lower than the area’s average
professional fee for the same services. The plans then
generally pay a certain percentage of the UCR level,
The patient may then be required to pay a greater
portion of the treatment costs.

Also, many dental plans feature a tolel annual
mexcimun — o maximum dollar amount that may

be reimbursed cach year, even it the patient's dental
costs exceed that limit. A common annual maximum is
$1,000 or $1,500, but it is not uncommon (o see plans
with much higher annual maximums of $2,000 or $3,000
to match the rising costs of dental treatment, These totals
can be individual or family maximums.

Ask yourself the following questions belore selecting a

new plan:
Will employees retain the freedom to choose their
own dentists?
Is the type of rreatment determined by the patient
and the dentist?
Does the plan cover diagnostic, preventive and
emergency services? Will it cover preventive services
such as sealants and fuoride treatments, which may
save patients money in the future? Will it provide for
full-mouth x-rays?
What type of routine dental care is covered? Does the
plan cover crowns and bridges, braces, root canals,
oral surgery and treatment of periodontal diseases?
What major dental care is covered? Does the plan
cover dentures, implants or reatment for temporo-
mandibular disorders?
Will the plan allow for referrals to specialists? 1f so,
will the dentist be limited 1o a list of specialists from
which 1o choose?
How does the plan provide for emergency treatment?
What provisions are made for emergency care when
you are away from home?
If the plan requires monthly premiums, what percent-
age of that money goes to actual care and not to
overhead or administration?
Is the plan administratively and financially stable?
In other words, will the plan be able to pay for the
immediate services provided 1o enrollees and will it
be able o do so for the foreseeable future?
Has the plan fully disclosed the benefits. limitations
and out-of-pocket costs 1o the enrollee and the
purchaser?
How will the plan seek to protect patient confidentiality?
What other quality assurance mechanisms are utilized
by the plan?

Dental health is a key factor 1o preserving one’s general
health. Treatment decisions are made by the patient and
the dentist. While dental benefit coverage should be
taken into account, it should not be the deciding factor
in determining the patient’s choice of treatment,



Direct Reimbursement

Direct Reimbursement (DR) is a self-funded dental benefits
plan that reimburses patients according to doflars spent
on dental care, not type of treatment received. It allows
the patient complete freedom to choose any dentist,
Instead of paying monthly insurance premiums, even for
employees who don't use the dentist. employers pay a
percentage of actual reatments received. Moreover.
employers are removed from the potential responsibility
of influencing treatment decisions due to plan selection
or sponsorship. DR is the ADA’s preferred method of
financing dental treatment.

The design of the DR plan is selected by the employer to
fit the employer’s budget, and can therefore vary widely
among companies. For example, one plan may reimburse
100% of the first $200 of dental expenses and 80% of the
next $1,000, resulting in a total annual maximum benefit
of $1.000 per covered individual. Another company may
reimburse 75% of the first $1,000 of dental expenses,
resulting in a total annual maximum benefit of $750 per
covered individual. The totals can be individual or family
maximums,

A DR plan may also permit employees to pay their
share of their dental expenses on 4 before-tax basis by
establishing dental “flex” accounts. Flex accounts are

funded by employees with pre-tax paycheck withholding,
and can be used o pay dental expenses that are not
covered by the DR plan design. In addition to the
employee's tax savings. the employer benefits because
the amounts withheld from the emplovees’ paychecks
are not subject to FICA taxes. Flex accounts must comply
with IRS regulations to insure that the payments qualify
for pre-tax treatment.

The ADA, as well as state dental societies. brokers and
benefits consultants, can assist a company in estimating
how different designs will affect costs. To utilize this
service, call the ADA at 800-232-1890.

If you are considering a Direct Reimbursement dental

plan, the following questions may be addressed:

® What co-payments and annual maximum should be
established?

» Will the plan be administered in-house or by a third

party?

What records will be useful to keep?

@ What percentage of the cost will go toward administra-
tion? (Experience shows that between 5% and 10% of
the money spent on DR will go to administration.)

e What safeguards and educational programs are in place
to ensure that employees use their dental dollars wisely?

Indemnity

An indemnity plan is a fully insured or self-insured plan
where an assigned payment is provided for specific
services, regardless of the actual charges made by the
provider, Payment may be made to enrollees or, by
assignment, directly to dentists.

Indemnity plans usually allow patients to go to the
dentists of their choice. Most indemnity plans reimburse
patients based on a Usual. Customary and Keasonable
(UCR) system. In other words, UCR plans pay an
established percentage of the dentist's fee or the plan
administrator’s “reasonable” or “customary” fee limit,
whichever is less. The limits are the result of 4 contract
between the plan purchaser and the third-party payer.
Although these limits are called “customary,” they may
or may not accurately reflect the fees that area dentists
charge. There is wide fluctuation as to how plans
determine the “customary” fee level, A TICR element

is not exclusive o indemnity plan types.

If the plan purchaser is reviewing an indemnity dental
plan with a UCR schedule, the following are points to
consider;

¢ What data has been used to establish the UCR fee
levels? How often are the fee levels updated?

® At what percentile is payment made? For what
percentage of claims in the last vear has the plan
denied patients coverage for a part of their dentist’s
charges because of the “customary” fee screen?

& What percentage of the premiums is used for
administration and not for dental care?



Preferred Provider Organization

Preferred Provider Organization (PPO) programs are
managed care plans under which patients select a dentist
from a network or list of providers who have agreed, by
contract, to discount their fees. In PPOs that allow patients
to receive treatment from g non-participating dentist,
patients who choose a non-participating dentist are usually
reqiuired to pay higher deductibles and co-payments.
PPOs can be fully insured or self-insured. PPOs are usu-
ally less expensive than comparable indemnity plans and
are regulated under the appropridte insurance statutes in
the company’s state of domicile and operation.

When reviewing a PPO dental plan, the plan purchaser
may consider the following:

What percentage of the premium is used for
administration?

Will the amount of the discount limit a patient's,
freedom 1o choose a non-participating dentistz Will
the amount of the discount the dentist is required to
offer affect the number of reatment options for the
plan’s covered individuals?

What possible liability might the employer face if the
plan influences provider selection or treatment?

What are the criteria for selection of providers for the
plan? Does it have enough dentists under contract
adequately serve the group? What is the geographic
distribution of patients to dentists? Does it provide for
specialist referrals? Are dentists limited to referring
patients to contracted specialists?

How does the program provide for emergency
treatment? What provisions are in the program for
emergency care away from home?

Dental Health Maintenance Organization / Capitation Plan
Dental Tealth Maintenance Organization (DHMO) or
capitation plans pay contracted dentists a fixed amount
(usually on a monthly basis) per enrolled family or
individual. regardless of utilization. In return, the dentists
agree to provide specific types of treatment to the patient.
The patient may be required to pay a co-payment.
Theoretically, the DHMO rewards dentists who keep
patients in good health, thereby keeping costs low, DHMO
models typically offer the least expensive dental plans.

If the plan purchaser is reviewing a DHMO or capitation

plan. the following factors may be considered:

® Whal percentage of the premium is used for
administration?

* Does the employer have access to sufficient
information to determine the level and amount of
treatment received by each member of the group?

e What is the utilization rate for patients in this program?
What is the average waiting period for an initial
appointment? What is the average period between
Aappointments?

What is the dentist/patient ratio for the program? What
are the criteria for selecting dentists to participate in the
program? What is the geographic distribution of patients
to dentists?

What is the ratio of dentists accepted to the program to
those who applied to participate? How many dentists
voluntarily withdrew from the program over the past
WO years?

What is the capitated rate of compensation for the
dentists? Is it sufficient compensation for the needs of
the covered patient population? What provisions are
made for dentists with unforeseen utilization or difficult
cases?

What are the benefits for patients requiring a specialist's
care? How are specialists selected and compensated?
Does the plan have adequate specialist participation?
How does the program provide for emergency treatment?
What provisions are in the program for emergency care
away from home?



Other Dental Plan Ty

Discount / Referral Plans — are arrangements in which
employers direct employ to a limited number of
providers who have agreed to discount their normal
fees in exche
pool. T

the provi
sell a ¢

or the expectation of a larger patient

Point of Service Plans — are arrangements in which

pati nts with a managed care dmul plan ]11\:: the option
: s an “c * provider.
imbursement atient is usually based on a

low table of al uced bene-

fits than if the patient had selected an “in network”

provider.

Who Should be Covered

In addition to covering employees, most dental
plans cover spouses and dependents as well.
Some dental plans require that new employees
work a minimum amount of time (for example,
six months) before coverage begins. Although
the employer generally has the right to determine
which employees will be covered, if the plan is
self-funded, IRS rules limit the extent to which
employees may be excluded because they are
part-time, or have not reached a certain age or
worked for a minimum period of time.

In aadition, most plans will terminate coverage
of dependent children at a certain age: for
example, at age 19 or upon completion of
academic studies. And if the company has

Table uf Allowance - Hnmc[imcs called “s

w much the plan will
s overed. Most often, it
the dentist’s full charge for those
ient usually pays the difference.

If a plan calculates benefits according to a table of
allowances, the purchaser may consider the following
questions:
e What is the difference

and a mmdl de nnat

table?
Is the terminology in the table consistent with the
ADA's Current Dental Terminology guide?

Under the Plan?

20 or more employees, the federal law known

as COBRA may require that employees or their
dependents who would otherwise lose coverage
be permitted to continue the coverage at their
own expense for periods of up to 36 months. Even
if the company has fewer than 20 employees,
many states have similar laws.

The ADA recognizes the importance of extending
dental benefits to retirees and encourages plan
purchasers to continue dental coverage for
retiring employees if it was offered in the past,

or as an option for retirees to purchase at their
own expense if it is not part of an employee
retirement package.



Coordination of Benefits

Coordination of Benefits takes place when a patient is
entitled to benefits from more than one dental plan. Plan
sponsors should be certain that the plan they select spec-
ifies its method for coordinating benefits with other plans.

In general. the following ADA guidelines apply:

1. When a patient has coverage under two or more
dental plans, the coverage from those plans should be
coordinated so that the patient receives the maximum
allowable benefit from each plan. The aggregate
benefit should be more than that offered by any of
the plans individually, but not such that the patient
receives more than the total charges for the dental
services received.

2. In coordinating benefits between plans when the
treating dentist has agreed to a contractual ceiling
in at least one of the plans, the maximum allowed
payment should be determined by the primary plan.

3. The following rules should apply in determining
which plan is primary:

a) The plan covering the patient other than as a
dependent is the primary plan.

b) When both plans cover the patient as a dependent
child, the plan of the parent whose birthday occurs
first in a calendar year should be considered as
primary.

¢) When a determination cannot be made in accordance
with the above, the plan that has covered the patient
for the longer time should be considered as primary.

d) When coverage for a service is available under a
medical plan and a dental plan, and a determination
cannot be made in accordance with the above, the
medical plan should be considered as primary,

More information about coordination of beneflits can
be received by contacting the ADA’s Dental Benefit
Information Service at 312-440-2746.






