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MEETING DATE: August 16, 2016 

 

DEPARTMENT: Budget & Program Management 

 

FROM: Missy Caughman, 

 

SUBJECT: Health Care Strategy - Findings & Recommendations Update 

 

PRESENTER: Mike Jones, ASA, MAAA, Senior Consultant, Willis Towers 

Watson 

 

ORIGINAL BUDGET: n/a 

 

CLEAN WATER 2020?: No 

 

Health Care Strategy update - proposed premiums and optional plan design changes 

  

ATTACHMENTS: 

 8.16.17 City Council Presenation - Employee & Retiree Health Care (PDF) 

FINANCIAL IMPACT:  



 

1136 Washington Street, Ste. 504, Columbia, SC 29201 • Phone: 803-545-3146 • Fax: 803-545-3147 

TO:  Teresa B. Wilson, City Manager 
 
FROM:  Jeff Palen, Assistant City Manager & Chief Financial Officer 

Jan Alonso, Finance Director 
Pamela Benjamin, Human Resources Director 
Missy Caughman, Budget & Program Management Director 

   
DATE:  August 11, 2016 

   
RE:  Health Care Strategies – Findings & Recommendations 
  
 During the June 21sth City Council Work Session, Mike Jones with Willis Towers Watson 
presented the City of Columbia Health Care Strategy: Findings and Recommendation regarding 
options the Health Care Strategies Impact on GASB 45 Liabilities overview.  At the June 21st 
meeting, City Council approved maintaining the Defined Dollar Benefit (DDB) for retirees for 
2017.   We were asked to come back with health care premiums and/or plan design changes for 
actives and maintaining the DDB for retirees. 
  

The focus of Tuesday’s presentation will be to review two options for consideration.  
One option will be plan design changes along with premium changes.  The second option is only 
premium changes.   Attached is the presentation material that will be presented at the Council 
meeting August 16th. 

 
Should you have any questions or need additional information, please let us know. 

 

 



City of Columbia 
Health Care Strategy:  Findings and Recommendations 

August 16, 2016   

Willis Towers Watson has prepared this document for the benefit of The City of Columbia. 
This document contains proprietary material and should not be reproduced either in total or 
in part, circulated or quoted from without the express permission of Willis Towers Watson. 
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Background / Agenda 

The City of Columbia (“The City”) engaged Willis Towers Watson (“WTW”) to develop 
projected medical/pharmacy benefit plan cost for Fiscal 2017 (7/1/2016 – 6/30/2017) and to 
develop premium equivalent rates for Calendar Year 2017.  
 The presentation includes updated cost projections which help to mitigate increases in 

contributions: 
 Includes 2% reduction in actuarial plan value 
 Dependent contributions increased more than employee contributions, but overall 

City/employee cost share percentages were maintained 
 Pre-Medicare retirees are assumed to have the same benefits as active employees 

 WTW also included preliminary data regarding options to reduce the cost of post-65 
retiree/spouse coverage 

© 2016 Willis Towers Watson. All rights reserved. Proprietary and Confidential. For Willis Towers Watson and Willis Towers Watson client use only. 2 



Alternative Design Actives and Pre-Medicare Retirees 
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The plan design below reduces benefits by 2% for actives and Pre-Medicare retirees by increasing the 
deductibles and out-of-pocket maximums 

Base Core Buy Up Base Core Buy Up
In-Network In-Network In-Network In-Network In-Network In-Network

Deductible (single/family) $1,250 / $3,750 $750 / $2,250 $500 / $1,500 $2,000 / $4,000 $1,250 / $2,500 $750 / $1,500
Annual Maximum Wellness Credit Earned (as offset to Deductible) $225 / $450 $225 / $450 $225 / $450 $225 / $450 $225 / $450 $225 / $450
Annual Out-of-Pocket Maximum (Excluding Deductible) $5,000 / $9,450 $3,500 / $7,000 $2,500 / $5,000 $5,000 / $10,000 $4,500 / $9,000 $3,250 / $6,500
Annual Out-of-Pocket Maximum (Including Deductible) $6,250 / $13,200 $4,250 / $9,250 $3,000 / $6,500 $7,000 / $14,000 $5,750 / $11,500 $4,000 / $8,000
Coinsurance 70% 80% 90% 70% 80% 90%
Primary Care Office Visit $35 copay $30 copay $25 copay $35 copay $30 copay $25 copay
Specialist Office Visit $45 copay $40 copay $35 copay $45 copay $40 copay $35 copay
Preventive Care 100% 100% 100% 100% 100% 100%
Inpatient Facility Deductible, 70% Deductible, 80% Deductible, 90% Deductible, 70% Deductible, 80% Deductible, 90%
Outpatient Facility Deductible, 70% Deductible, 80% Deductible, 90% Deductible, 70% Deductible, 80% Deductible, 90%
Emergency Room $150 copay, 70% $150 copay, 80% $150 copay, 90% $150 copay, 70% $150 copay, 80% $150 copay, 90%
Prescription Drug
Retail (Generic/Preferred/Non-Preferred) $10/$40/$60 $10/$30/$50 $10/$30/$50 $10/$40/$60 $10/$30/$50 $10/$30/$50
Mail (Generic/Preferred/Non-Preferred) $20/$100/$150 $25/$75/$125 $25/$75/$125 $20/$100/$150 $25/$75/$125 $25/$75/$125

Current Plan Design Alternative Plan Design



Financial Summary 

 The table below shows the estimate incurred cost for the active and Pre-Medicare retiree populations 
for calendar year 2017 (January 2017 – December 2017) under the alternative plan design 
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Alternative Plan Design 
Maintaining the DDB 

Calendar Year 2017 

Gross Projected Cost $21,962,000 $24,290,000 $23,804,000 $2,328,000 / 10.6% $1,842,000 / 8.4%
EE Contributions $3,007,000 $3,625,000 $3,453,000 $618,000 / 20.6% $446,000 / 14.8%
Net City Cost $18,955,000 $20,665,000 $20,351,000 $1,710,000 / 9.0% $1,396,000 / 7.4%
Net City Cost PEPY $9,100 $9,921 $9,770 $821 / 9.0% $670 / 7.4%

EE Cost Share 13.7% 14.9% 14.5%

Gross Projected Cost $4,611,000 $7,748,000 $7,593,000 $3,137,000 / 68.0% $2,982,000 / 64.7%
Retiree Contributions $734,000 $885,000 $967,000 $151,000 / 20.6% $233,000 / 31.7%
Net City Cost $3,877,000 $6,863,000 $6,626,000 $2,986,000 / 77.0% $2,749,000 / 70.9%
Net City Cost PEPY $9,100 $16,110 $15,554 $7,010 / 77.0% $6,454 / 70.9%

Retiree Cost Share 15.9% 11.4% 12.7%

Gross Projected Cost $26,573,000 $32,038,000 $31,397,000 $5,465,000 / 20.6% $4,824,000 / 18.2%
EE/Retiree Contributions $3,741,000 $4,510,000 $4,420,000 $769,000 / 20.6% $679,000 / 18.2%
Net City Cost $22,832,000 $27,528,000 $26,977,000 $4,696,000 / 20.6% $4,145,000 / 18.2%
Net City Cost PEPY $9,100 $10,972 $10,752 $1,872 / 20.6% $1,652 / 18.2%

EE/Retiree Cost Share 14.1% 14.1% 14.1%

Actives and Pre-Medicare Retirees Combined

CY 2017 
Current 

Plan Design

$ / %
Increase / (Decrease) 

from CurrentAnnual Totals
 CY 2016 

Current City Budget

CY 2017 
Alternative 
Plan Design

$ / %
Increase / (Decrease) 

from Alternative
Actives

Pre-Medicare Retirees
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$ / % Increase / (Decrease) 

Monthly Retiree  
Contribution Rates 

Pre-Medicare 
Projected Enrollment 

CY 2016  
Current Monthly 

Contribution 
CY 2017 Status Quo 

Plan Design 

CY 2017 Alternative 
 Plan Design  
Maintain DDB 

CY 2017 Status Quo 
Plan Design 

CY 2017 Alternative 
 Plan Design  
Maintain DDB 

Base 
Retiree Only 2  $15.00  $18.08  $16.35  $3.08 / 20.6% $1.35 / 9.0% 
Retiree + Spouse 4  $77.98  $94.02  $91.01  $16.04 / 20.6% $13.03 / 16.7% 
Retiree + Child 0  $37.49  $45.20  $66.44  $7.71 / 20.6% $28.95 / 77.2% 
Family 6  $113.96  $137.40  $238.81  $23.44 / 20.6% $124.85 / 109.6% 
Annual Total 12 $12,308  $14,840  $21,956  $2,532 / 20.6% $7,116 / 48.0% 

Core 
Retiree Only 57  $36.51  $44.02  $39.80  $7.51 / 20.6% $3.29 / 9.0% 
Retiree + Spouse 22  $189.80  $228.84  $221.52  $39.04 / 20.6% $31.72 / 16.7% 
Retiree + Child 15  $91.24  $110.00  $153.31  $18.76 / 20.6% $62.07 / 68.0% 
Family 21  $277.38  $334.43  $399.19  $57.05 / 20.6% $121.81 / 43.9% 
Annual Total 115 $161,403  $194,598  $213,894  $33,195 / 20.6% $19,298 / 9.9% 

Buy-Up 
Retiree Only 160  $69.49  $83.78  $75.74  $14.29 / 20.6% $6.25 / 9.0% 
Retiree + Spouse 55  $268.95  $324.26  $312.20  $55.31 / 20.6% $43.25 / 16.1% 
Retiree + Child 47  $140.73  $169.67  $237.10  $28.94 / 20.6% $96.37 / 68.5% 
Family 37  $382.94  $461.70  $553.87  $78.76 / 20.6% $170.93 / 44.6% 
Annual Total 299 $560,325  $675,565  $731,125  $115,240 / 20.6% $55,560 / 41.5% 
Grand Total 426 $734,036 $885,003 $966,976 $150,967 / 20.6% $81,973 / 11.2% 

Below are two Pre-Medicare monthly contribution scenarios for calendar year 2017. 
 Assumes no plan design changes continues the current contribution strategy 
 Includes plan design changes and contributions assume the maintenance of the DDB.  The contributions for 

dependents increase more than the retirees. 
 Contributions for 126 retirees or 30% of Pre-Medicare Retirees increase significantly (shown in red) 

Alternative Plan Design 
Maintaining the DDB 

Summary of Contributions 



Rates and Contributions 

 Below are the proposed Active and Pre-Medicare budget rates and contributions for calendar year 
2017; assumes the overall cost share of The City and the DDB is maintained 
 Greater contribution increases for dependents than for employees 
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Alternative Plan Design 
Maintaining the DDB 

Calendar Year 2017 

Monthly Budget Rates Base Core Buy Up Base Core Buy Up
EE/Retiree Only $512.02 $549.19 $585.05 $920.34 $987.16 $1,051.61 
EE/Retiree + Spouse $1,075.24 $1,153.31 $1,228.61 $1,840.68 $1,974.33 $2,103.23 
EE/Retiree + Child $972.84 $1,043.47 $1,111.60 $1,196.44 $1,283.31 $1,367.10 
Family $1,638.46 $1,757.42 $1,872.16 $2,208.81 $2,369.19 $2,523.87 
Annual Total $3,764,566 $9,206,045 $10,833,508 $269,475 $2,024,474 $5,298,869 $31,396,936 
PEPY $10,371 $10,895 $12,381 $22,456 $17,604 $17,722 $12,514 

EE/Retiree
Contribution Rates

EE/Retiree Only $16.35 $39.80 $75.74 $16.35 $39.80 $75.74 
EE/Retiree + Spouse $91.01 $221.52 $312.20 $91.01 $221.52 $312.20 
EE/Retiree + Child $43.01 $104.68 $160.20 $66.44 $153.31 $237.10 
Family $133.67 $325.35 $447.34 $238.81 $399.19 $553.87 
Annual Total $227,618 $1,205,808 $2,019,545 $21,956 $213,894 $731,125 $4,419,945 
PEPY $627 $1,427 $2,308 $1,830 $1,860 $2,445 $1,762 

City Contribution Rates Base Core Buy Up Base Core Buy Up TOTAL
EE/Retiree Only $495.67 $509.40 $509.31 $903.99 $947.37 $975.87 
EE/Retiree + Spouse $984.23 $931.79 $916.41 $1,749.67 $1,752.80 $1,791.02 
EE/Retiree + Child $929.82 $938.79 $951.40 $1,130.00 $1,130.00 $1,130.00 
Family $1,504.79 $1,432.08 $1,424.82 $1,970.00 $1,970.00 $1,970.00 
Annual Total $3,536,948 $8,000,237 $8,813,963 $247,520 $1,810,579 $4,567,743 $26,976,991 
PEPY $9,744 $9,468 $10,073 $20,627 $15,744 $15,277 $10,752 

Pre-Medicare Retirees
TOTAL

Base Core Buy Up Base Core Buy Up TOTAL

Alternative Plan Design
Maintain Current Cost Share

Actives



Medicare-eligible Retirees: 
Opportunity to reduce cost via a private Medicare exchange 
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Current Environment for Group-Sponsored  
Health Coverage for Medicare-eligible Retirees 

Continuing Cost Pressures 
High cost trend and cost risk for  
self-funded plans 

Declining Value 
High and rising participant contributions  

are prompting retirees to drop  
employer-sponsored coverage 

Changing  
Financial  
Landscape 
Health Care Reform eliminated  
tax-free nature of Retiree Drug Subsidy  
and enhanced Medicare Part D plans 

Financially  
Attractive  

Alternatives 
Range of affordable individual  

market Medicare products  
available in all states 

Mandate 
for 

Change 

FOR EMPLOYERS FOR RETIREES 
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Why Medicare-eligible coverage is ideal for an Exchange? 

Huge Risk Pools . . . and Growing 
 Large individual market ~45mm retirees are enrolled in Medicare 
 10,000 baby boomers turn 65 every day for the next 20 years 

Guaranteed Issue . . . no adverse selection issue 
 Virtually everyone can join at 65: healthy, episodic, chronic and catastrophic 

Best-in-Market Plans and Providers 
 Retiree picks the best performing plan from best performing carrier 
 You can choose to see any provider who accepts Medicare   

Carriers Compete on Price 
 File rates every year  
 Standardized plans  

CMS/Pharmaceutical Industry Subsidies for ALL 
 Medicare Advantage 
 Part D RX Plans  
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Medicare-eligible opportunity for the City of Columbia 
Premiums for the City’s group post-65 plan are higher than comparable individual market plans 
• The City’s 2016 Medical & Drug premium is approximately $472 PRPM 
• Retirees receive a DDB subsidy of $300 PRPM, spouses receive $225 PRPM 
• Retirees and spouses contribute the difference – $172 PRPM or $247 PRPM, respectively 
2016 private exchange premiums for the most expensive Medigap Plan F + Part D drug coverage 
available in Columbia (zip code 29201) are $237 PRPM 
Premiums for the most expensive Medicare Advantage plan are considerably lower at $49 PRPM 
• The City’s subsidy could be reduced by 2/3 and retirees/spouses would still contribute less than they 

do today 
• The City’s OBEP obligation for post-65 coverage would decrease by approximately 67% 
• Individual retiree cost would decrease significantly, depending on the plan selected 

 

Per Retiree Per Month 
(PRPM) Costs 

Current City 
of Columbia 

Premium/ 
Subsidy 

Sample Private Exchange Premium/Subsidy* 

Medigap 
Plan F + PDP 

Sample 
Shared 
Savings 

Medicare 
Advantage 

Sample 
Shared 
Savings 

Estimated Total Premium $472 $237 ($235) 
(50%) 

$49 ($423) 
(90%) 

Columbia DDB Subsidy 
(Retirees) 

$300 $100 ($200) 
(67%) 

$100 ($200) 
(67%) 

Net Medicare-eligible 
Retiree Contribution 

$172 $137 ($35) 
(20%) 

($51) ($223) 
(130%) 

* Estimated based on plans available in Columbia, SC for an age 65 retiree.  Note that City and Retiree savings will vary based on 
retiree age and plan design selected as well as the subsidy provided by the City of Columbia. 
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Next Steps 
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Next Steps 

 Confirm approval of plan design adjustments and contribution alternatives 
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Appendix 
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Current Cost Analysis 

 The City’s net budgeted cost is $8,700 Per Employee Per Year (PEPY) for fiscal 2016 
 The preliminary net budget for fiscal 2017 is $9,500 PEPY 
 Estimated plan cost under the current plan design for fiscal year 2017: $30.9 million or 

$12,327 PEPY (active and Pre-Medicare retirees combined) 
 Estimated net cost under the current plan design for fiscal year 2017: $27.2 million or 

$10,836 PEPY (active and Pre-Medicare retirees combined) 
 13.4% higher than the $9,500 net budgeted cost PEPY 
 Projected net cost assumes no change in plan design or employee/retiree 

contributions for CY 2017 
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Methodology and Assumptions 

 To develop baseline cost, we estimated the City’s fiscal 2017 (July 2016 – June 2017) and calendar 
2017 year costs using the following underwriting methodology and assumptions 
 Combined Active, Pre-Medicare and COBRA claims experience and enrollment from January 2014 

through December 2015, provided by BCBSSC (medical) and ESI (Rx) 
 Fixed cost of operating the City’s onsite clinic from January 2014 through December 2015 of 

$800,000 annually 
 Combined Medical and Rx annual claims trend: 8.0% 
 Administrative fees based on BCBSSC ASO fee renewal for 2016 - 2018 
 Assumed trend on stop-loss premiums: 15% 
 Includes $44 PMPY for the Transitional Reinsurance Fee for CY 2016 
 Fiscal year projections exclude $2 PMPY for PCORI fees (per federal guidance, PCORI should be 

paid through general assets) 
 Future plan enrollment was based on the March 2016 census provided by The City 
 Total projected enrollment of 2,083 active employees and 426 Pre-Medicare retirees, based on 

April 2016 information provided by The City 
 Did not assume any additional enrollment as a result of health care reform 

 Assumed no changes to the current employee/retiree structure 
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Methodology and Assumptions 

 Future plan enrollment was based on the March 2016 census provided by The City 
 Total projected enrollment of 2,083 active employees and 426 Pre-Medicare retirees, based on 

April 2016 information provided by The City 
 Did not assume any additional enrollment as a result of health care reform 

 Assumed no changes to the current employee/retiree structure 
 The projection of the clinic’s cost for fiscal year 2017 and calendar 2017 is based on the following: 
 Total estimated charges (including BCBSSC clinic fees) of $800,000 filed for reimbursement of 

services provided by UCI at health center in 2015 
 Assumes no trend and that no additional services were added, and that hours of operations 

remained unchanged (7:00 a.m. to 5:00 p.m. daily) 
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